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Pension Protection
Act of 2006

he Pension Protection Act of
2006 (PPA) was signed into
law on August 17, 2006.

Much of the act is concerned
with the way defined benefit
plans are funded and has no im-
pact on the University of Wis-
consin TSA 403(b) plan;
however, certain provisions do
affect our plan and are generally
welcomed.

EGTRRA Permanency

The Economic Growth and Tax
Relief Reconciliation Act of 2001
(EGTRRA) became law as part of
a budget bill, and thus had a ten-
year lifespan. The EGTRRA pro-
visions were scheduled to sunset
in 2010. EGTRRA permanency
provides needed stability.

Some important EGTRRA 403(b)
provisions that are now perma-
nent include:

» The elimination of the compli-
cated maximum exclusion allow-
ance (MEA) calculation.

» Higher deferral limits. Dollar
limits on contributions, benefits,
and compensation for years 2007
and following will be based upon
indexing.

 Catch-up contributions for
participants age 50 and older.
These catch-ups can also be in-
dexed for inflation.

» Rollovers from 403(b) plans to
qualified or 457(b) plans and vice
versa.

The PPA makes permanent the
nonrefundable tax credit, also
known as the “saver’s tax credit,
for qualified retirement savings
contributions, which was set to
expire 12/31/06, and very impor-
tantly indexes the credit to infla-
tion. For more information, see
www.uwsa.edu/hr/benefits/ret-
sav/savers.htm. =

TSA Review Committee news

he TSA Review Committee welcomes

two new members this fall — David
Porter, Professor of Finance and Business
Law at UW-Whitewater and Robert Kunkel,
Professor of Finance at UW-Oshkosh.

Dr. Porter specializ-
es in market micro-
structure and
teaches Invest-
ments and Portfolio
Theory; he is com-
pleting Ron Crabb’s
term on the commit-
tee. Dr. Crabb, who
served on the
TSARC since 1996,
retired this last spring from UW-Whitewa-
ter. Warm thanks to Ron for his many
contributions and outstanding service to
the University and best wishes in his new
adventures.

Dr. Kunkel’s research and consulting in-
terests include personal finance, invest-
ments, and market anomalies. He succeeds
Lori Worm, Assistant Vice-Chancellor for

David Porter

Administrative Ser-
vices at UW-Oshkosh,
who served on the
committee since 2000.
We extend deep ap-
preciation and warm
wishes to Lori.

Two current mem-
bers, Carol Fischer,
Professor of Busi-
ness at UW-Colleges
(UW-Waukesha) and Robert Carney, Pro-
fessor in the UW-La Crosse Finance and
Business Law Department have gracious-
ly agreed to continue to serve and have
been reappointed to new three-year terms.

Robert Kunkel

The TSARC is a ten-member committee of
faculty and academic staff appointed by
the UW System president to provide over-
sight of the Program and advice on Pro-
gram issues.

All members of the TSARC (listed on
page 2) welcome your comments and sug-
gestions about the Program. m

Where is your money going?

How to choose among the investment approaches in the UW TSA Program.

Money is always on its way somewhere.
Gary Ryan Blair

fany of your money will be making its

way to the UW TSA 403(b) Program,
you will face an important decision:
whether to invest with a mutual fund com-
pany, an insurance company that sells its
products through agents, TIAA-CREF, or
the Wisconsin Retirement System (WRS).
Since only a very small percentage — ap-
proximately 2% — of TSA participants in-
vest with the WRS, that option will be
discussed in a later article.

First, a few basics. Mutual fund compa-
nies offer a wide variety of different funds
managed by their own investment manag-
ers. Mutual funds hold a portfolio of
stocks, bonds, or other securities accord-
ing to their stated investment objective.
While you are saving, each contribution
purchases a number of shares of the fund.
The value of your account depends on the

number of shares you own and the invest-
ment performance of the fund’s assets.

Insurance companies sell annuities.
Hence the name of our program — the Tax-
Sheltered Annuity Program — which, in its
early days, only included insurance com-
panies. As mutual funds became more
widespread and popular, they were added
to our investment options. Today, you
can invest in a mutual fund in the TSA
403(b) plan, take your money out in retire-
ment as you need it, and never even get
close to an annuity.

What is an annuity?

An annuity is a contract between you and
an insurance company that allows you to
take benefits as periodic payments for
your lifetime or a fixed number of years,
immediately or at some time in the future.
By investing with an insurance company,
you have an annuity, although when it
comes time to take out your money, you

continued on page 3
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The TSA Inve$tor is published
semiannually in the spring and
fall to provide information on
investing, retirement planning,
and University of Wisconsin re-
tirement benefits. Contact your
staff benefits office on how to
participate in the TSA program.

Information, investment options,
and returns are listed at the TSA
Web site: www.uwsa.edu/hr/
benefits/retsav/tsa.htm
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Howard Erlanger, UW-Madison
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Carol Fischer, UW-Waukesha
(262) 521-5432
cfischer@uwec.edu

Robert Kunkel, UW-Oshkosh
(920) 424-7191
kunkel@uwosh.edu

Lucretia Mattson, UW-Eau Claire
(715) 836-2422
mattsols@uwec.edu

David Porter, UW-Whitewater
(262) 472-5462
porterd@uww.edu

Qinghai Wang, UW-Milwaukee
(414) 229-4775
wangg@uwm.edu

Randall Ryder, UW-Milwaukee
Ex Officio

Staff Members

Program Administrator:
Rose Stephenson

(608) 262-5564
rstephenson@uwsa.edu

Benefits Specialist:
Terry Lauber
(608) 262-1805
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TSA Program highlights

n 2005, UW employees contributed $71.6 mil-
lion to investments in the TSA 403(b) Pro-
gram, a 5.4% percent increase over 2004. Partic-
ipation increased slightly to 11,724 employees

in the Program. Accumulated plan assets in-
creased by more than 10% in 2005, from $957
million to $1.27 to $1.41 billion.

Thirty-five percent of all permanent employees,
more than 44% of those between age 50 and 59,
and 56% of those between age 60 and 69, par-
ticipated in the TSA Program.

The average TSA contribution was about
$6,115; however, almost 14% of participants
contributed $1,000 or less. Well over half of all
participants — 57% — contributed $5,000 or less.
For more information see the 2005 Annual Re-
port online at www.uwsa.edu/hr/benefits/ret-
sav/tsa.htm.

Take a look at the Selected

he Selected Returns, a partial list of the

investment options available to you in the
TSA 403 (b) Program, are in printable pdf format
at www.uwsa.edu/hr/benefits/retsav/selected. pdf.

All Index Funds are on the first page, and All-
purpose Funds are on the second page, listed
by type in order of five year returns. The fund
with the best five-year return is listed first.

Target Retirement Date (also known as Life Cy-
cle) funds are on the bottom of page 2. They are

... and limits

You can participate in the 403(b) Program and
contribute as little as $8 bi-weekly or $20 per
month. The maximum contribution in 2007 is
$15,500 — plus an additional $5,000 if you are 50
or over. If you have worked for the University
for 15 years or more you may also be eligible for
a service catch-up. Check with your benefits of-
fice to see if you qualify.

To increase your deferrals for 2007, simply fill
outanew Salary Reduction Agreement, avail-
able from your benefits office or online at
www.uwsa.edu/hr/sra.htm. You may send it or
fax it to your benefits office.

Even small savings can add up. If you’re already
in the Program—think about increasing your
contributions and make sure to tell a friend
about the Program. If you’re not in yet—sign up
today! m

Returns!

professionally managed, diversified funds that
are automatically rebalanced to become more
conservative over time.

The pages 3-5 list top performers by fund type
in order of five-year performance.

If you do not have internet access, we are happy
to mail the Selected Returns to you. Contact
Terry Lauber at the address on your left. The
complete list of returns is available at
www.uwsa.edu/hr/returns.htm. m

How do | ... ? Frequently asked questions about the TSA Program

How do | increase the amount | contrib-
ute each year?

Simply fill out a new Salary Reduction Agree-
ment (SRA) and submit it to your campus staff
benefits office. The SRA tells the University
how much money you would like withheld from
your salary and where you would like the mon-
ey sent. The form is available at your campus
benefits office or on our website at
www.uwsa.edu/hr/sra.htm. The campus bene-
fits office addresses and fax numbers are listed
on page 2 of the SRA.

You may change, stop, or restart your Salary Re-
duction Agreement at any time during the year.
The new Salary Reduction Agreement replaces
and cancels all previous agreements on file.

In 2007 you may contribute $15,500, plus an ad-
ditional $5,000 if you are 50 or older. Contribu-
tion limits are on our website at www.uwsa.edu/
hr/benefits/retsav/limits.htm

Can | just make out a check and send it
to my company?

No. In order to be tax-deferred, contributions
must come out of your wages before taxes are
taken.

How do | change my investment mix
with my investment company?

Contact your company or companies. You can
call them or log into your account(s) online us-
ing a logon and password. You may change the
way your future contributions are allocated or
move your money from one fund to another on
the phone or online. It is a good idea to review
your asset allocation or investment mix at least
once a year to make sure that it still reflects your
goals. Rebalance if necessary.

How do | change my address with my
investment company?

Contact your company or companies. Some will
take changes over the phone, others prefer
changes in writing. The University has no way
to provide updates to companies.

I read on the Internet that a certain fund
is closed to new investors. Does that af-
fect me in the TSA Program?

No — with only one exception. The UW has had
long-time relationships with all our investment
companies, so you may invest in any fund that
the company offers that is appropriate for our
403(b) plan. Only Fidelity’s Low-Priced Stock
fund is currently closed if you have not contrib-
uted to it before. m
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Investment approaches. . . continued from page 1

can take it out of your account however you wish. You do not
need to take it out in periodic payments or, in other words, “an-
nuitize” it. In the payout phase, you can get a lump sum distribu-
tion from an insurance company, or you can use the money in
your mutual fund to purchase an annuity.

Annuities can be fixed or variable. A
fixed annuity offers a guaranteed return
by investing in low-risk securities like
government bonds. However, since risk

Avariable annuity offers results that
vary with the performance of the securi-
ties (e.g., stocks or bonds) in which the
money is invested. Often, these variable
annuity subaccounts, as they are called,
are modeled after or even go by the
same name as retail mutual funds. Some
insurance companies even contract with
mutual fund portfolio managers to direct
a “cloned” subaccount investment. Both
Lincoln and Ameriprise have some well-

nancial stability
TIAA-CREF:

within their offerings.

Cost Differences

Variable annuity subaccounts and mutu-
al funds are very similar, so how do they
differ? One main difference is cost.

M&E charge. Lincoln National and
Ameriprise/IDS charge 1.002% and 1.1%
respectively per year in addition to other management fees and
charges for a Mortality and Expense Risk (M&E) charge. You do
receive some value for it: a guaranty that if you die, your benefi-
ciaries will receive a specified amount, typically the amount you
contributed, or a specified “stepped-up” amount. However,
since, over time, earnings normally make up a large portion of
most retirement accounts, that guaranty may not cost that much
to provide. TIAA-CREF charges .005% (five thousandths of one
percent) per year for it, and it is not an “extra” charge; it is a part
of the regular expense ratio of the fund.

The M&E charge is assessed only on the assets in the variable
subaccount portion of the account, not on any fixed annuity
portion. If you have variable annuity assets of $40,000, with an
M&E charge of 1.1% you are paying $440 per year. As your ac-
count grows, your M&E charges can be substantial.

If it does not cost that much to provide the death benefits, why
do Lincoln and Ameriprise charge 1% or more for the M&E? The
M&E charge not only pays for the guaranteed death benefit, it
also may cover the overhead expenses the insurer incurs with
the annuity contract, including agent compensation. Keep in
mind that this is about the same amount you would pay for a
financial planner.

Other charges. Lincoln and Ameriprise/IDS also levy surrender
charges — penalties for withdrawals in the first years after an ac-
count is opened. In the UW plan, surrender charges are based
on the date the contract was started and cannot extend longer
than eight years; “rolling” surrender charges — linked to the date
you make subsequent contributions — are prohibited. Surrender
charges start at 6% or 7% in the first year and decline to zero in
the 3 year for Ameriprise and the 9" year for Lincoln.
Ameriprise also charges an account fee of $30 per year.

TSA Inve$tor

Summary
All fund options are No Load (no broker’s fees)
Ameriprise/IDS and Lincoln:
and return go hand in hand, on a very = Personal attention from a dedicated local agent
safe investment, the return is limited. = M&E charges of 1.1% or 1.002% per year
= Penalties (‘surrender charges’) if you withdraw

money in the first years of your contract

= Fixed annuities guaranteed by the company’s fi-

= Counseling via toll-free numbers, web resources,
and regular campus visits

= Low fees (M&E charge of .005% included in ex-
pense ratio); No surrender charges

= Offers both annuity and mutual fund options

= Fixed annuities guaranteed by the company’s fi-

3 'c] nancial stability; excellent financial stability ratings

known funds from multiple fund families . Available at almost all US educational institutions

Mutual fund companies:

= Counseling via toll-free numbers, web resources,
and regular campus visits

= Offer many choices, some high-performing funds

= Many offer Target Retirement Date funds

= No M&E or surrender charges

Expense Ratios. Mutual funds do not have mortality and risk
expense or surrender charges. They earn their money solely
through management fees — as reflected in the expense ratios for
each fund — ranging from .1% to over 1.5% per year, depending
on the fund. When you look at fund performance numbers,
these fees have already been subtracted, see www.uwsa.edu/hr/
returns.htm. Remember that M&E and
surrender charges are in addition to sim-
ilar management fees charged by Lin-
coln National and Ameriprise/IDS.

Personal Attention

Lincoln National and Ameriprise/IDS
provide individual financial planning
through a local agent. The agent re-
ceives compensation every year to pro-
vide these services. Many participants
prefer to work with an agent who knows
them personally and is available at al-
most any time. The participants feel they
receive personal attention to help them
make informed financial decisions.

Mutual fund companies and TIAA-
CREF do not have local agents. Howev-
er, you can sign up for free individual
counseling from TIAA CREF, Fidelity,
T. Rowe Price, and Dreyfus representa-
tives when they visit your campus
(whether you invest with them or not).
There are also many excellent resources
on the web and toll-free numbers for in-
dividual advice, see www.uwsa.edu/hr/
benefits/retsav/tsa.htm

TIAA-CREF

Part of TIAA-CREF — TIAA, the Teachers Insurance and Annu-
ity Association — is an insurance company, but unlike Lincoln
National and Ameriprise/IDS, TIAA-CREF does not use agents
to sell its investments, so the mortality and expense risk charge
is negligible (.005%) and is already included in the expense ratio
for each fund. There are also no surrender charges or account
fees. TIAA-CREF was originally established as a nonprofit com-
pany providing retirement benefits for the educational communi-
ty, and it is offered at almost all educational institutions. It is
known for its low cost and low expense ratios. In the UW TSA
Program, TIAA-CREF also offers a selection of mutual funds,
including Target Retirement Date funds.

Financial Security

Knowing the financial strength of the insurance company you
invest with—including TIAA-CREF—is important, because if an
insurance company goes bankrupt, you could lose that part of
your account invested in the fixed annuity products. That’s not
the case with mutual funds, since the funds are held in trust and
do not depend on the financial stability of the mutual fund com-
pany itself. Of course, the stocks and bonds in a mutual fund
can lose most or all their value, but that risk is different from the
risk of bankruptcy, and it is the same risk you face with a vari-
able subaccount in an insurance company.

Several services issue ratings meant to assess financial stability
of insurance companies. The TSA Review Committee tracks
these ratings and will notify investors or take other action when
a company’s rating falls below a certain level. Ratings are pub-
lished on the web site in the Quick Guide to the TSA Program.

Whatever option you choose, UW TSA 403(b) Program provides
a low-cost, flexible way to save for retirement on a tax-deferred
basis. If you haven’t begun, start today! m
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Human Resources
780 Regent St., Suite 305
Madison, WI 53715

Individual Counseling

Would you like to sign up for the program or make some adjust-
ments in your investments but aren’t sure how? These free
sessions are here for you! Other sessions may be scheduled. Check
our website at www.uwsa.edu/hr/benefits/retsav/tsa.htm.

TIAA-CREF - Call 800-842-2005 ext. 5651 or sign up on the
web site at www.tiaa-cref.org/moc.
Eau Claire — November 28-30
Superior — November 21-22

T. Rowe Price — Will offer counseling at several campuses in the
spring. Check www.uwsa.edu/hr/benefits/retsav/counsel.htm.

Whitewater — Nov. 30 - Dec. 1

Dreyfus — To make an appointment e-mail palmieri.p@dreyfus.com
Eau Claire — March 20 Madison — March 19 & 22

Green Bay — March 13 Milwaukee — March 12 & 15
La Crosse — March 21 Stevens Point — March 14

TSA 403(b) workshops this fall

Cutting Taxes Today & Investing for the Long-term

Learn about the TSA 403(b) Program—your voluntary retirement
savings plan—and the basics of investing from TSA staff.
Madison: Dec. 7, 12:00 pm, Room 108, 780 Regent St.

(Behind the Kohl Center next to Fraboni’s) Free parking behind building.
Brown bag; feel free to bring your lunch. Call 608-262-1805 for info.
UW-Marathon: Nov. 27, 1:00, Terrace Room

UW-Fox Valley: Dec. 15, 12:00, Room 1229
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Getting Started in the TSA Program

UW-Madison: January 10, 3:00 - 4:00 pm
March 8, 12:00 - 1:00 pm

All presentations at 21 N. Park St., Room 504

5

Free campus bus #85 drops you right at the door.

To sign up go to www.ohrd.wisc.edu and search on TSA.

For information call 608-262-5650 or 262-5564.
TSA events are free and open to all UW employees

and their families.

UW TSA 403(b) Investment Company Contacts & Program Fees

UNIVERSITY FEE: $9.00 per year, deducted from payroll when you join the Program and in early March each year thereafter.
MORTALITY/
VENDOR ANNUAL FEE SURRENDER/REDEMPTION CHARGE RISK CHARGE
Ameriprise/IDS $30 70 ) C o Old contract
: §77-640-6894 Waived for rew contract accounts | ' SONUact 72 years L-3; declnng o 0% i year 9 1.000%
0 WWw.ameriprise.com over $50,000 Y ’ New contract 1.1%
5 Lincoln National Life Old contract: 8% years 1-5, 4% years 6-8, 0% thereafter
n | 608-231-2231 or 800-967-2046 None New contract: 6% years 1-3, declining 1% per year to 0% in 1.002%
g www. ffg.com year 9
C TIAA-CREF
0 e (.005% -- part of
S 800 §42 2776 None None eXpense ratio)
www.tiaa-cref.org
M . . .
i Dreyfus Certain funds have short-term trading fees -- a redemption
i 800-358-0910 None - . -
charge on shares held less than a minimum period.
g www.dreyfus.com
| o
Fidelity . . .
Certain funds have short-term trading fees -- a redemption
f 800-343-0860 None charge on shares held less than a minimum period i
n www. fidelity.com/atwork ¢ perio.
d TR Pri
© - ROWE FIICe Certain funds have short-term trading fees -- a redemption
800-492-7670 None O . -
0 . . . charge on shares held less than a minimum period.
S. WWW.troweprice.com/wisconsin
Wisconsin Retirement System . .
608-266-3285 or 877-533-5020 None None. No withdrawal or transfgr permitted before i
. employment terminates.
etf.wi.gov
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