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UWMF Retirement Plan Committee Meeting - September 17, 2020 - Public Meeting Notice
Agenda
7:00 AM

I. Call to Order
Dr. Venkat Rao

7:00 AM

II. Consent Agenda
Dr. Venkat Rao

Approval

Meeting Minutes - Open Session
Physicians Retirement Plan Contribution Requests
Attachment - Physicians Retirement Plan Contribution Requests
7:05 AM

III. RSM 2019 Preliminary Audit Information
Ms. Rhonda Witzman, Mr. David Dickey

Page 4
Report/Discussion

UWMF Physicians Retirement Plan 12.31.19 Financial Report
Attachment - UWMF Physicians Retirement Plan 12.31.19
Financial Report

Page 14

UWMF Employees 401k Profit Sharing Plan 12.31.19 Financial Report
Attachment - UWMF Employees 401k Profit Sharing Plan 12.31.19
Financial Report
7:25 AM

IV. DeWitt Ross & Stevens Annual Update
Mr. Brian Anderson

Page 28

Report/Discussion

Attachment - DeWitt Ross & Stevens Annual Update Memo
7:35 AM

V. Fidelity Investments
Mr. David Bruce, Mr. Bob Intoccia, Ms. Sasha Owens

Page 43
Report/Discussion

Legal and Regulatory Summary
Attachment - Legal and Regulatory Summary - DOL eDelivery Safe
Harbor for Retirement Plans

Page 46

Market Volatility and CARES Act Update
Attachment - Market Volatility and CARES Act Update
7:50 AM

Page 50

VI. RVK Updates
Ms. Jennifer Sandberg, Mr. Tony Johnson
Investment Policy Statement Review
Attachment - 2020-08 UWMF Retirement Plan IPS_Redline

Approval
Page 68
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Attachment - 2020-08 UWMF Retirement Plan IPS_Clean
2020 RVK Defined Contribution Regulatory & Legislative Overview
Attachment – 2020 RVK Defined Contribution Regulatory &
Legislative Overview
8:20 AM

Page 78
Report/Discussion
Page 88

VII. Closed Session
(Materials Available To Members Only)
Motion to enter into closed session pursuant to Wisconsin Statutes 19.85(1)
(c) and 19.85(1)(e), for the discussion of the following confidential matters,
which for competitive reasons require a closed session including but not
limited to an update regarding request for proposal of recordkeeper
services for University of Wisconsin Medical Foundation, Inc. Defined
Contribution Plans.

8:30 AM

VIII. Adjourn
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UWMF Physicians
Retirement Plan
UWMF Retirement Plan Committee
September 17, 2020
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UWMF Physicians Retirement Plan
Contribution Category Requests

Per the Plan Document:
“Assignment of a physician to a particular
contribution category is made by ‘the
Employer’ [UWMF](through its Retirement Plan
Committee or otherwise).”
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires

Faculty
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires

Faculty
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Faculty
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Faculty
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Fellows
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Clinical Anesthetists
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Contribution Statistics by Physician Group
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UWMF Physicians Retirement Plan
Contribution Category Requests – New Hires
Contribution Statistics by Category
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September 10, 2020
Mr. Robert Flannery
University of Wisconsin Medical Foundation
Physicians Retirement Plan
301 S. Westfield Road, Suite 200
Madison, WI 53717

227 W First St
Suite 700
Duluth, MN 55802
T +1 218 727 5025
F +1 218 727 1438
www.rsmus.com

Dear Mr. Flannery:
In accordance with your request, we are transmitting the preliminary draft of the financial statements for
the year ended December 31, 2019, for University of Wisconsin Medical Foundation Physicians
Retirement Plan.
In conjunction with your request for this document to be provided to you, you understand that the
electronic transmission is not entirely secure and that it is possible for confidential financial information to
be intercepted by others.
We do not express an opinion at this time on the statements mentioned above because they are
preliminary drafts.
These preliminary drafts are for review and discussion purposes only and are, therefore, subject to
change. We ask that you destroy any copies you print when you have finished with them and that you
delete the drafts from your computers.
Sincerely,

Rhonda Witzman, Senior Director
+1 218 336 3164
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University of Wisconsin
Medical Foundation
Physicians Retirement
Plan
Financial Report
December 31, 2019
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Independent Auditor’s Report
Plan Sponsor and Participants
University of Wisconsin Medical Foundation Physicians Retirement Plan
Report on the Financial Statements
We were engaged to audit the accompanying financial statements of University of Wisconsin Medical
Foundation Physicians Retirement Plan (the Plan), which comprise the statement of net position available
for benefits as of December 31, 2019, the related statement of changes in net position available for
benefits for the year ended then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility for the 2019 Financial Statements
Our responsibility is to express an opinion on the 2019 financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the 2019 financial statements.
Opinion on the 2019 Financial Statements
In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position available for benefits of the Plan as of December 31, 2019, and the changes in net position
available for benefits for the year then ended, in accordance with accounting principles generally
accepted in the United States of America.
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Emphasis of Matter
As discussed in Note 2, the financial statements present only the Plan, and do not purport to, and do not,
present fairly the financial position of University of Wisconsin Medical Foundation, Inc. as of
December 31, 2019, the changes in its financial position or, where applicable, its cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.
Other Matter – Report on Supplementary Information
Our audit of the Plan’s financial statements as of and for the year ended December 31, 2019, was
conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplemental schedule, Schedule H, Line 4i, Schedule of Assets (Held at End of Year) as of
December 31, 2019, is presented for the purpose of additional analysis and is not a required part of the
financial statements but is supplementary information required by the Department of Labor's Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
Such information is the responsibility of the Plan's management and was derived from and relates directly
to the underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the 2019 financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.
Other Matter – Other Information
Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or historical
context. Our report on the basic financial statements is not affected by this missing information.
Other Matter – Report on the 2018 Financial Statements
The financial statement of the Plan as of December 31, 2018, was audited by other auditors. As permitted
by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974, the Plan Administrator instructed the
predecessor auditors not to perform, and they did not perform, any auditing procedures with respect to
the information certified by the trustee. Their report, dated July 8, 2019, indicated that (a) because of the
significance of the information that they did not audit, they were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion and, accordingly, they did not express an opinion on
the financial statements and (b) the form and content of the information included in the financial
statements other than that derived from the information certified by the trustee, were presented in
compliance with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.
Duluth, Minnesota
__________, 2020
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Statements of Net Position Available for Benefits
December 31, 2019 and 2018
2018

2019
Assets:
Investments, at fair value (Notes 3)
Mutual funds
Collective trust funds
Self-directed brokerage accounts

$

Receivables:
Notes receivable from participants

596,016,135
363,838,764
44,349,806
1,004,204,705

$

895,356

734,592

Net position available for benefits

$ 1,004,939,297

505,879,863
290,720,105
39,557,017
836,156,985

$

837,052,341

See notes to financial statements.

3
Page 19 of 108

University of Wisconsin Medical Foundation Physicians Retirement Plan
Statement of Changes in Net Position Available for Benefits
Year Ended December 31, 2019

Additions:
Investment results (Note 3):
Net appreciation in fair value of investments
Interest and dividends
Total investment results

$

Interest income on notes receivable from participants

154,694,454
28,179,789
182,874,243
42,644

Contributions:
Employer
Rollover
Total contributions

42,765,777
5,380,963
48,146,740
231,063,627

Total additions
Deductions:
Benefits paid to participants
Administrative expenses
Total deductions

63,017,164
159,507
63,176,671
167,886,956

Change in net position
Net position available for benefits:
Beginning of year

837,052,341

End of year

$ 1,004,939,297

See notes to financial statements.
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 1.

Plan Description

The following description of University of Wisconsin Medical Foundation Physicians Retirement Plan (the
Plan) provides only general information. Participants should refer to the Plan agreement for a more
complete description of the Plan’s provisions.
General: The Plan is a defined contribution plan covering all eligible physician employees of the
University of Wisconsin Medical Foundation, Inc. (the Plan Sponsor). The assets of the Plan are held for
the exclusive benefit of the eligible employees and their beneficiaries. An eligible employee is defined as
an appointed faculty member of the University of Wisconsin Medical School with a title of Professor,
Associate Professor, Assistant Professor, or Instructor. An eligible employee becomes a participant on
their first day of employment. The Plan is subject to the provisions of the Employee Retirement Income
Security Act of 1974 (ERISA). The Plan Sponsor is responsible for oversight of the Plan. The Retirement
Plan Committee, and an outside investment advisor determine the appropriateness of the Plan’s
investment offerings and monitors investment performance.
Contributions: Participant accounts receive a Plan Sponsor pension allocation equal to 0-25% of their
annual compensation, subject to certain annual dollar limitations ($56,000 for 2019). When the employee
becomes a participant in the Plan, the Plan Sponsor assigns them one of six contribution categories
(ranging from 0%-25%), based on their request. If the participant fails to make a request, they are
assigned to the 10% contribution category. Effective January 1, 2020, participants that fail to make a
request are assigned to the 15% contribution category. Contribution cycles are for periods of five years.
The current contribution cycle period ends December 31, 2021. The contribution category to which the
participant is assigned will apply for the entire period and cannot be changed until the start of the next
cycle. Participants may also contribute amounts representing distributions from other qualified defined
benefit or defined contribution plans (rollover). Participants direct the investment of their contributions into
various investment options offered by the Plan. Participants may invest in self-directed brokerage
accounts, which include cash, common stocks, mutual funds, and certificates of deposit.
Participant accounts: Each participant’s account is credited with the participant’s rollovers from other
qualified plans, if any and allocations of the Plan Sponsor’s contribution, and Plan investment results.
Participant accounts are charged with an allocation of administrative expenses that are paid by the Plan.
Allocations are based on compensation, participant earnings, account balances or specific participant
transactions, as defined. The benefit to which a participant is entitled is the benefit that can be provided
from the participant’s vested account.
Vesting: Participants are vested immediately in their rollover and Plan Sponsor contributions, plus actual
earnings thereon.
Notes receivable from participants: Participants may borrow from their fund accounts a minimum of
$1,000 up to a maximum equal to the lesser of $50,000 or 50% of their vested account balance. Note
terms range from one to five years or up to 10 years for the purchase of a primary residence. Note
interest rates range from 4.25% to 6.50%. The notes are secured by the balance in the participant’s
account. The note interest rates are commensurate with local prevailing rates as determined by the Plan
Sponsor. Principal and interest are normally paid ratably through monthly payroll deductions.
Payment of benefits: On termination of service due to death, disability, retirement, or any other reason,
a participant may elect to receive either a lump sum amount equal to the value of the participant’s interest
in his or her account, partial payments or in a series of installment payments over a specified period of
time in accordance with Plan provisions. Terminated participants with balances less than $1,000 are
automatically paid a lump sum. Any terminated participants with a balance between $1,000 and $5,000
can still be automatically paid out if their balance is rolled into a qualified individual retirement account.
The Plan also allows for in-service and hardship distributions subject to certain restrictions.
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 2.

Summary of Accounting Policies

Basis of accounting: The financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as applied to governmental units, using the
accrual method of accounting. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financing reporting principles. These
financial statements present only the Plan and are not intended to present the financial statements of the
Plan Sponsor.
Use of estimates: The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and changes therein, and disclosure
of contingent assets and liabilities. Actual results could differ from those estimates.
Investment valuation and income recognition: The Plan’s investments are reported at fair value. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The Plan Sponsor determines the
Plan’s valuation policies utilizing information provided by the Plan’s investment advisors and trustee. See
Note 3 for a discussion of fair value measurements.
Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the
accrual basis. Dividends are recorded on the ex-dividend date. Net appreciation in the fair value of
investments includes the Plan’s gains and losses on investments bought and sold, as well as held, during
the year.
Notes receivable from participants: Notes receivable from participants are measured at their unpaid
principal balances plus any accrued but unpaid interest. Interest income is recorded on the accrual basis.
Related fees are recorded as administrative expenses and are expensed when they are incurred. No
allowance for credit losses has been recorded as of December 31, 2019 or 2018.
Notes receivable from participants have been classified as an investment asset for Form 5500 reporting
purposes and, accordingly, have been included as an investment in the supplemental schedule,
Schedule H, Line 4i—Schedule of assets (held at end of year).
Payments of benefits: Benefits are recorded when paid.
Investment policy: The Plan offers a broad range of diversified investments that enable the participant to
construct a portfolio with aggregate risk and return characteristics at any point within the participant’s
desired range. Adherence to the specific investment objectives and criteria contained herein will be
evaluated over a full-market cycle, which historically has been three to five years.
Interest rate risk: This is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Investments with longer maturities have greater sensitivity to fair value changes based
on market interest rates. The collective trust funds are exposed to this risk.
Credit risk: Credit risk exists when there is a possibility that the issuer or other counterparty to an
investment may be unable to fulfill its payments on a security under the original term. The collective trust
funds are exposed to this risk.
Administrative expenses: Certain expenses of maintaining the Plan are paid by the Plan, unless
otherwise paid for by the Plan Sponsor. Expenses that are paid by the Plan Sponsor are excluded from
these financial statements. Investment-related expenses are included in net appreciation (depreciation) of
fair value of investments.
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 2.

Summary of Accounting Policies (Continued)

Subsequent events: The Plan has evaluated subsequent events through __________, 2020, the date
the financial statements were available to be issued.
On March 11, 2020, the World Health Organization declared the coronavirus outbreak to be a worldwide
pandemic. Actions taken around the world to help mitigate the spread of the coronavirus include
restrictions on travel, quarantines in certain areas, and forced closures for certain types of public places
and businesses. The coronavirus and actions taken to mitigate the spread are expected to continue to
have an adverse impact on the economies and financial markets of many countries. This has resulted in
substantial volatility in investment markets and in some cases, significant decreases in investment values
since December 31, 2019. The duration of these uncertainties and the ultimate financial effects on the
Plan cannot be reasonably estimated.
Additionally, on March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act)
was enacted to, amongst other provisions, provide emergency assistance for individuals, families and
businesses affected by the coronavirus pandemic. The CARES Act also provides for certain optional relief
measures that can be adopted by qualified retirement plans including increased levels of participant loans
for affected individuals for a limited time, and distributions with special tax treatment for affected
individuals. Plans must also allow participants who are affected by the coronavirus to suspend loan
payments through December 31, 2020, and required minimum distributions for participants over 70½ can
be omitted for 2020.
Note 3.

Fair Value Measurements

To the extent available, the Plan’s investments are recorded at fair value as of December 31, 2019 and
2018. GASB Statement No. 72, Fair Value Measurements and Application, defines fair value as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. This statement establishes a hierarchy of valuation inputs
based on the extent to which the inputs are observable in the marketplace. Inputs are used in applying
the various valuation techniques and take into account the assumptions that market participants use to
make valuation decisions. Inputs may include price information, credit data, interest and yield curve data,
and other factors specific to the financial instrument. Observable inputs reflect market data obtained from
independent sources. In contrast, unobservable inputs reflect the entity’s assumptions about how market
participants would value the financial instrument. Valuation techniques should maximize the use of
observable inputs to the extent available.
A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. The following describes the hierarchy of inputs used to
measure fair value and the primary valuation methodologies used for financial instruments measured at
fair value on a recurring basis:
Level 1: Investments have values based on quoted prices (unadjusted) for identical assets in active
markets that a government can access at the measurement date.
Level 2: Investments have inputs, other than quoted prices included within Level 1, that are observable
for an asset, either directly or indirectly.
Level 3: Investments classified as Level 3 have unobservable inputs for an asset and may require a
degree of professional judgment.
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 3.

Fair Value Measurements (Continued)

Following is a description of the valuation methodologies used for assets measured at fair value. There
have been no changes in the methodologies used at December 31, 2019 and 2018.
Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the Plan
are open-end mutual funds that are registered with the Securities and Exchange Commission. These
funds are required to publish their daily net asset value (NAV) and to transact at that price. The mutual
funds held by the Plan are deemed to be actively traded. Certain self-directed brokerage accounts invest
in mutual funds.
Collective trust funds: Valued at the NAV of the units of the bank collective trust. NAV is a readily
determinable fair value and is the basis for current transactions. Participant transactions (purchases and
sales) may occur daily. If the Plan initiates a full redemption of the collective trust, the issuer reserves the
right to temporarily delay withdrawal from the trust in order to ensure that securities liquidations will be
carried out in an orderly business manner.
Common stock: Certain self-directed brokerage accounts invest in common stock, which is valued at the
closing price reported on the active market on which the individual securities are traded.
The following tables summarize the Plan’s investments within the fair value hierarchy at December 31,
2019 and 2018:
Assets at Fair Value as of December 31, 2019
Level 2
Level 3

Level 1
Mutual funds
Bond market index funds
Large blend funds
Emerging markets funds
Mid-cap blend funds
Small blend funds
Foreign large blend funds
Inflation-protected bond funds
Moderate allocation funds
Money market mutual funds
Foreign large value funds
Conservative allocation funds
Intermediate core-plus bond funds
Total mutual funds

$

Collective trust funds
Large Growth Funds
Stable Value Funds
Target Funds
Total collective trust funds
Self-directed brokerage accounts
Total investments at fair value

63,397,062
149,204,022
12,305,584
95,000,619
73,498,881
38,201,680
8,171,414
83,179,107
14,528,046
28,479,910
5,804,749
24,245,061
596,016,135

$

-

$

-

$

101,710,436
44,802,876
217,325,452
363,838,764

44,349,806
640,365,941

$

363,838,764

$

-

$

Total

63,397,062
149,204,022
12,305,584
95,000,619
73,498,881
38,201,680
8,171,414
83,179,107
14,528,046
28,479,910
5,804,749
24,245,061
596,016,135

-

101,710,436
44,802,876
217,325,452
363,838,764

-

44,349,806
$ 1,004,204,705
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 3.

Fair Value Measurements (Continued)
Assets at Fair Value as of December 31, 2018
Level 2
Level 3

Level 1
Mutual funds
Bond market index funds
Large blend funds
Emerging markets funds
Mid-cap blend funds
Small blend funds
Foreign large blend funds
Inflation-protected bond funds
Moderate allocation funds
Money market mutual funds
Foreign large value funds
Conservative allocation funds
Intermediate core-plus bond funds
Total mutual funds

$

Collective trust funds
Large Growth Funds
Stable Value Funds
Target Funds
Total collective trust funds

$

-

Self-directed brokerage accounts
$

Note 4.

66,589,348
117,474,293
9,541,771
78,616,216
63,459,630
33,387,742
5,262,453
70,992,353
12,828,828
23,298,530
5,608,363
18,820,336
505,879,863

-

$

87,459,289
43,964,846
159,295,970
290,720,105

39,557,017
545,436,880

$

290,720,105

-

$

-

$

-

Total

66,589,348
117,474,293
9,541,771
78,616,216
63,459,630
33,387,742
5,262,453
70,992,353
12,828,828
23,298,530
5,608,363
18,820,336
505,879,863

87,459,289
43,964,846
159,295,970
290,720,105

$

39,557,017
836,156,985

Plan Termination

Although it has not expressed any intent to do so, the Plan Sponsor has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of ERISA.
Note 5.

Tax Status

The IRS has determined and informed the Plan Sponsor, by a letter dated March 2, 2017, that the Plan
and related trust are designed in accordance with applicable sections of the Internal Revenue Code
(IRC). Although the Plan has been amended since receiving the determination letter, the Plan
Administrator believes the Plan is designed and is being operated in compliance with the applicable
provisions of the IRC and, therefore believes that the Plan is qualified, and the related trust is tax-exempt.
Note 6.

Related-Party Transactions and Party-in-Interest Transactions

Certain Plan investments are funds managed by Fidelity Management Trust Company. Fees paid by the
Plan for investment management services are netted against Plan earnings. Fidelity Management Trust
Company also provides administrative services. Fidelity Management Trust Company is the trustee and
record keeper as defined by the Plan; therefore, these transactions qualify as party-in-interest
transactions.
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Notes to Financial Statements
Note 7.

Risks and Uncertainties

The Plan invests in various investment securities. Investment securities are exposed to various risks such
as interest rate, market, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur
in the near term and that such changes could materially affect participants’ account balances and the
amounts reported in the 2019 statement of net position available for benefits.
Note 8.

Reconciliation of Financial Statements to Form 5500

The following is a reconciliation of net position available for benefits per the financial statements to
Form 5500 as of December 31, 2019 and 2018:
December 31
2019
2018
Net position available for benefits per the financial statements
Adjustments for deemed loans distributed for Form 5500
Net position available for benefits per the Form 5500

$ 1,004,939,297
(39,251)
$ 1,004,900,046

$ 837,052,341
$ 837,052,341

The following is a reconciliation of net increase in net position available for benefits per the financial
statements for the year ended December 31, 2019, to Form 5500:
Amount
Net increase in net position per the financial statement
Adjustments for:
Deemed loans distributed for Form 5500
Net increase in net position per the Form 5500

$ 167,886,956
(39,251)
$ 167,847,705
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University of Wisconsin Medical Foundation Physicians Retirement Plan
Employer Identification Number 39-1824445, Plan Number 001
Schedule H, Line 4i—Schedule of Assets (Held at End of Year)
December 31, 2019
Identity of Issue/Description
Mutual funds:
Dodge & Cox Balanced
Dodge & Cox International Stock
Doubleline Core Fixed Income I
Drefyus Treasury Prime Cash Management
PIMCO Inflation Response MultiAsset Institutional
Fidelity U.S. Bond Index*
Fidelity 500 Index*
Fidelity Emerging Markets Index*
Fidelity Mid Cap Index*
Fidelity Small Cap Index*
Fidelity International Index*
Fidelity Inflation Protected Bond Index*

Current Value
$

Collective Trust funds:
Fidelity Contra Fund*
PIMCO Stable Income - class IV
Vanguard Target Retirement Income
Vanguard Target Retirement 2015
Vanguard Target Retirement 2020
Vanguard Target Retirement 2025
Vanguard Target Retirement 2030
Vanguard Target Retirement 2035
Vanguard Target Retirement 2040
Vanguard Target Retirement 2045
Vanguard Target Retirement 2050
Vanguard Target Retirement 2055
Vanguard Target Retirement 2060
Vanguard Target Retirement 2065

83,179,107
28,479,910
24,245,061
14,528,046
5,804,749
63,397,062
149,204,022
12,305,584
95,000,619
73,498,881
38,201,680
8,171,414
596,016,135

101,710,436
44,802,876
7,080,708
7,185,173
19,385,808
46,641,537
24,209,360
35,605,907
38,416,938
22,143,575
13,416,092
1,839,444
1,271,365
129,545
363,838,764

Self-directed brokerage accounts

44,349,806

Notes receivable from participants, due in various amounts through October 2026, with
interest rates between 4.25% and 6.50%*^

695,341
$

1,004,900,046

*A party in interest as defined by ERISA
^Notes receivable are reported net of deemed loans.
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September 10, 2020
Mr. Robert Flannery
University of Wisconsin Medical Foundation, Inc.
Employees 401(k)/Profit Sharing Plan
301 S. Westfield Road, Suite 200
Madison, WI 53717

227 W First St
Suite 700
Duluth, MN 55802
T +1 218 727 5025
F +1 218 727 1438
www.rsmus.com

Dear Mr. Flannery:
In accordance with your request, we are transmitting the preliminary draft of the financial statements for
the year ended December 31, 2019, for University of Wisconsin Medical Foundation, Inc. Employees
401(k)/Profit Sharing Plan.
In conjunction with your request for this document to be provided to you, you understand that the
electronic transmission is not entirely secure and that it is possible for confidential financial information to
be intercepted by others.
We do not express an opinion at this time on the statements mentioned above because they are
preliminary drafts.
These preliminary drafts are for review and discussion purposes only and are, therefore, subject to
change. We ask that you destroy any copies you print when you have finished with them and that you
delete the drafts from your computers.
Sincerely,

Rhonda Witzman, Senior Director
+1 218 336 3164

Page 28 of 108

University of Wisconsin
Medical Foundation, Inc.
Employees 401(k)/Profit
Sharing Plan
Financial Report
December 31, 2019
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Independent Auditor’s Report
Plan Sponsor and Participants
University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Report on the Financial Statements
We were engaged to audit the accompanying financial statements of University of Wisconsin Medical
Foundation, Inc. Employees 401(k)/Profit Sharing Plan (the Plan), which comprise the statements of net
position available for benefits as of December 31, 2019, the related statement of changes in net position
available for benefits for the year ended then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility for the 2019 Financial Statements
Our responsibility is to express an opinion on the 2019 financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the 2019 financial statements.
Opinion on the 2019 Financial Statements
In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position available for benefits of the Plan as of December 31, 2019, and the changes in net position
available for benefits for the year then ended, in accordance with accounting principles generally
accepted in the United States of America.
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Emphasis of Matter
As discussed in Note 2, the financial statements present only the Plan, and do not purport to, and do not,
present fairly the financial position of University of Wisconsin Medical Foundation, Inc. as of
December 31, 2019, the changes in its financial position or, where applicable, its cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.
Other Matter – Report on Supplementary Information
Our audit of the Plan’s financial statements as of and for the year ended December 31, 2019, was
conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplemental schedule, Schedule H, Line 4i, Schedule of Assets (Held at End of Year) as of
December 31, 2019, is presented for the purpose of additional analysis and is not a required part of the
financial statements but is supplementary information required by the Department of Labor's Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
Such information is the responsibility of the Plan's management and was derived from and relates directly
to the underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the 2019 financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.
Other Matter – Other Information
Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or historical
context. Our report on the basic financial statements is not affected by this missing information.
Other Matter – Report on the 2018 Financial Statements
The financial statement of the Plan as of December 31, 2018, was audited by other auditors. As permitted
by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974, the Plan Administrator instructed the
predecessor auditors not to perform, and they did not perform, any auditing procedures with respect to
the information certified by the trustee. Their report, dated July 16, 2019, indicated that (a) because of the
significance of the information that they did not audit, they were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion and, accordingly, they did not express an opinion on
the financial statements and (b) the form and content of the information included in the financial
statements other than that derived from the information certified by the trustee, were presented in
compliance with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.
Duluth, Minnesota
__________, 2020

2
Page 32 of 108

University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Statements of Net Position Available for Benefits
December 31, 2019 and 2018

Assets:
Investments, at fair value (Note 3)
Mutual funds
Collective trust funds
Self-directed brokerage accounts

Receivables:
Employer contributions
Notes receivable from participants

Net position available for benefits

2019

2018

$ 243,891,966
263,616,558
5,538,637
513,047,161

$ 199,199,234
212,571,766
4,629,800
416,400,800

15,051,127
3,987,154
19,038,281

14,779,901
3,644,563
18,424,464

$ 532,085,442

$ 434,825,264

See notes to financial statements.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Statement of Changes in Net Position Available for Benefits
Year Ended December 31, 2019

Additions:
Investment results:
Net appreciation in fair value of investments
Interest and dividends
Total investment results

$

Interest income on notes receivable from participants

83,258,227
8,473,640
91,731,867
192,124

Contributions:
Employee
Employer
Rollover
Total contributions

17,193,243
14,879,759
15,046,014
47,119,016
139,043,007

Total additions
Deductions:
Benefits paid to participants
Administrative expenses
Total deductions

41,466,840
315,989
41,782,829
97,260,178

Change in net position
Net position available for benefits:
Beginning of year

434,825,264

End of year

$ 532,085,442

See notes to financial statements.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 1.

Plan Description

The following description of University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit
Sharing Plan (the Plan) provides only general information. Participants should refer to the Plan
agreement for a more complete description of the Plan’s provisions.
General: The Plan is a defined contribution profit sharing plan with elective deferral 401(k) features
covering all eligible employees of the University of Wisconsin Medical Foundation (the Plan Sponsor),
located in Middleton, Wisconsin. All employees, with the exception of independent contractors, leased
employees, or appointed members of the University of Wisconsin Medical School, who have completed
30 days of service, as defined in the Plan, are eligible to participate. The employee is eligible for the Plan
Sponsor contribution after completing a year of eligible service and attaining age 18. A year of eligible
service for the purposes of eligibility is when an employee has 1,000 or more hours of service during the
computation period, as defined. The Plan is subject to the provisions of the Employee Retirement Income
Security Act of 1974 (ERISA). The Plan Sponsor is responsible for oversight of the Plan. The Retirement
Plan Committee, and an outside investment advisor determine the appropriateness of the Plan’s
investment offerings and monitors investment performance.
Contributions: Each year, participants may contribute up to 50% of pre-tax annual compensation with
certain dollar limitations, as defined in the Plan. Participants who have attained age 50 before the end of
the Plan year are eligible to make catch-up contributions. Participants may also contribute amounts
representing distributions from other qualified defined benefit or defined contributions plans (rollover).
Participants direct the investment of their contributions into various investment options offered by the
Plan. Participants may invest in self-directed brokerage accounts, which include cash, common stocks,
mutual funds, and certificates of deposit. The Plan includes an auto-enrollment provision whereby all
newly eligible employees are automatically enrolled in the Plan unless they affirmatively elect not to
participate in the Plan. Automatically enrolled participants have their deferral rate set at 6% of eligible
compensation. Prior to October 1, 2019, the automatic deferral rate was set at 5% of eligible
compensation. Participant’s contributions are invested in the designated default fund until changed by the
participant. The default withholding rate under the auto-enrollment provision will increase 1% annually up
to a maximum of 10% unless otherwise elected by the participant. The Plan Sponsor may make an
annual contribution to the Plan of 8% of gross compensation and 5.7% of excess compensation as
defined by the Plan. The Plan Sponsor may also make an additional profit sharing contribution at their
discretion. During the year ended December 31, 2019, the Plan Sponsor made the annual contribution of
8% of gross compensation and 5.7% of excess compensation, and an additional profit sharing
contribution of 2% of gross compensation. Participants are eligible for the profit sharing contributions if
they meet the eligibility requirements above and are employed on the last day of the Plan year.
Participant accounts: Each participant’s account is credited with the participant’s contributions, rollovers
from other qualified plans, if any and allocations of the Plan Sponsor’s discretionary contributions, if any,
and Plan investment results. Participant accounts are charged with an allocation of administrative
expenses that are paid by the Plan. Allocations are based on compensation, participant earnings, account
balances or specific participant transactions, as defined. The benefit to which a participant is entitled is
the benefit that can be provided from the participant’s vested account.
Vesting: Participants are vested immediately in their contributions and rollover contributions, plus actual
earnings thereon. Vesting in the Plan Sponsor’s contribution portion of their accounts is based on years of
credited services. A participant is 100% vested after three years of credited service or upon death, total
disability during the term of employment or attaining age 59 ½.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 1.

Plan Description (Continued)

Notes receivable from participants: Participants may borrow from their fund accounts a minimum of
$1,000 up to a maximum equal to the lesser of $50,000 or 50% of their vested account balance. Note
terms range from one to five years or up to 10 years for the purchase of a primary residence. Note
interest rates range from 4.25% to 6.50%. The notes are secured by the balance in the participant’s
account. The note interest rates are commensurate with local prevailing rates as determined by the Plan
Sponsor. Principal and interest are normally paid ratably through monthly payroll deductions.
Payment of benefits: On termination of service due to death, disability, retirement, or any other reason,
a participant may elect to receive either a lump sum amount equal to the value of the participant’s vested
interest in his or her account, partial payments or in a series of installment payments over a specified
period of time in accordance with Plan provisions. Terminated participants with balances less than $1,000
are automatically paid a lump sum. Any terminated participants with a balance between $1,000 and
$5,000 will automatically have their balance rolled into a qualified individual retirement account. The Plan
also allows for in-service and hardship distributions subject to certain restrictions.
Forfeited accounts: At December 31, 2019 and 2018, forfeited non-vested accounts totaled
approximately $189,000 and $130,200, respectively. These accounts will be used to reduce future
employer contributions. In 2019, employer contributions were reduced by $148,700 from forfeited nonvested accounts.
Note 2.

Summary of Accounting Policies

Basis of accounting: The financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as applied to governmental units, using the
accrual method of accounting. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financing reporting principles. These
financial statements present only the Plan and are not intended to present the financial statements of the
Plan Sponsor.
Use of estimates: The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and changes therein, and disclosure
of contingent assets and liabilities. Actual results could differ from those estimates.
Investment valuation and income recognition: The Plan’s investments are reported at fair value. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The Plan Sponsor determines the
Plan’s valuation policies utilizing information provided by the Plan’s investment advisors and trustee. See
Note 3 for a discussion of fair value measurements.
Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the
accrual basis. Dividends are recorded on the ex-dividend date. Net appreciation in the fair value of
investments includes the Plan’s gains and losses on investments bought and sold, as well as held, during
the year.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 2.

Summary of Accounting Policies (Continued)

Notes receivable from participants: Notes receivable from participants are measured at their unpaid
principal balances plus any accrued but unpaid interest. Interest income is recorded on the accrual basis.
Related fees are recorded as administrative expenses and are expensed when they are incurred. No
allowance for credit losses has been recorded as of December 31, 2019 or 2018.
Notes receivable from participants have been classified as an investment asset for Form 5500 reporting
purposes and, accordingly, have been included as an investment in the supplemental schedule,
Schedule H, Line 4i—Schedule of assets (held at end of year).
Payments of benefits: Benefits are recorded when paid.
Investment policy: The Plan offers a broad range of diversified investments that enable the participant to
construct a portfolio with aggregate risk and return characteristics at any point within the participant’s
desired range. Adherence to the specific investment objectives and criteria contained herein will be
evaluated over a full-market cycle, which historically has been three to five years.
Interest rate risk: This is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Investments with longer maturities have greater sensitivity to fair value changes based
on market interest rates. The collective trust funds are exposed to this risk.
Credit risk: Credit risk exists when there is a possibility that the issuer or other counterparty to an
investment may be unable to fulfill its payments on a security under the original term. The collective trust
funds are exposed to this risk.
Administrative expenses: Certain expenses of maintaining the Plan are paid by the Plan, unless
otherwise paid for by the Plan Sponsor. Expenses that are paid by the Plan Sponsor are excluded from
these financial statements. Investment-related expenses are included in net appreciation of fair value of
investments.
Subsequent events: The Plan has evaluated subsequent events through __________, 2020, the date
the financial statements were available to be issued.
On March 11, 2020, the World Health Organization declared the coronavirus outbreak to be a worldwide
pandemic. Actions taken around the world to help mitigate the spread of the coronavirus include
restrictions on travel, quarantines in certain areas, and forced closures for certain types of public places
and businesses. The coronavirus and actions taken to mitigate the spread are expected to continue to
have an adverse impact on the economies and financial markets of many countries. This has resulted in
substantial volatility in investment markets and in some cases, significant decreases in investment values
since December 31, 2019. The duration of these uncertainties and the ultimate financial effects on the
Plan cannot be reasonably estimated.
Additionally, on March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act)
was enacted to, amongst other provisions, provide emergency assistance for individuals, families and
businesses affected by the coronavirus pandemic. The CARES Act also provides for certain optional relief
measures that can be adopted by qualified retirement plans including increased levels of participant loans
for affected individuals for a limited time, and distributions with special tax treatment for affected
individuals. Plans must also allow participants who are affected by the coronavirus to suspend loan
payments through December 31, 2020, and required minimum distributions for participants over 70½ can
be omitted for 2020.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 3.

Fair Value Measurements

To the extent available, the Plan’s investments are recorded at fair value as of December 31, 2019 and
2018. GASB Statement No. 72, Fair Value Measurements and Application, defines fair value as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. This statement establishes a hierarchy of valuation inputs
based on the extent to which the inputs are observable in the marketplace. Inputs are used in applying
the various valuation techniques and take into account the assumptions that market participants use to
make valuation decisions. Inputs may include price information, credit data, interest and yield curve data,
and other factors specific to the financial instrument. Observable inputs reflect market data obtained from
independent sources. In contrast, unobservable inputs reflect the entity’s assumptions about how market
participants would value the financial instrument. Valuation techniques should maximize the use of
observable inputs to the extent available.
A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. The following describes the hierarchy of inputs used to
measure fair value and the primary valuation methodologies used for financial instruments measured at
fair value on a recurring basis:
Level 1: Investments have values based on quoted prices (unadjusted) for identical assets in active
markets that a government can access at the measurement date.
Level 2: Investments have inputs, other than quoted prices included within Level 1, that are observable
for an asset, either directly or indirectly.
Level 3: Investments classified as Level 3 have unobservable inputs for an asset and may require a
degree of professional judgment.
Following is a description of the valuation methodologies used for assets measured at fair value. There
have been no changes in the methodologies used at December 31, 2019 and 2018.
Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the Plan
are open-end mutual funds that are registered with the Securities and Exchange Commission. These
funds are required to publish their daily net asset value (NAV) and to transact at that price. The mutual
funds held by the Plan are deemed to be actively traded. Certain self-directed brokerage accounts invest
in mutual funds.
Collective trust funds: Valued at the NAV of the units of the bank collective trust. NAV is a readily
determinable fair value and is the basis for current transactions. Participant transactions (purchases and
sales) may occur daily. If the Plan initiates a full redemption of the collective trust, the issuer reserves the
right to temporarily delay withdrawal from the trust in order to ensure that securities liquidations will be
carried out in an orderly business manner.
Common stock: Certain self-directed brokerage accounts invest in common stock, which is valued at the
closing price reported on the active market on which the individual securities are traded.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 3.

Fair Value Measurements (Continued)

The following tables summarize the Plan’s investments within the fair value hierarchy at December 31,
2019 and 2018:
Assets at Fair Value as of December 31, 2019
Level 2
Level 3

Level 1
Mutual funds
Bond market index funds
Large blend funds
Emerging markets funds
Mid-cap blend funds
Small blend funds
Foreign large blend funds
Inflation-protected bond funds
Moderate allocation funds
Money market mutual funds
Foreign large value funds
Conservative allocation funds
Intermediate core-plus bond funds
Total mutual funds

$

Collective trust funds
Large Growth Funds
Stable Value Funds
Target Funds
Total collective trust funds
Self-directed brokerage accounts
Total investments at fair value

29,487,030
72,074,185
3,800,493
40,611,297
31,017,177
16,303,866
1,370,906
28,138,416
3,750,551
6,924,315
1,593,611
8,820,119
243,891,966

$

-

$

5,538,637
249,430,603

-

$

37,456,527
24,430,209
201,729,822
263,616,558

$

263,616,558

-

$

-

$

-

Total

29,487,030
72,074,185
3,800,493
40,611,297
31,017,177
16,303,866
1,370,906
28,138,416
3,750,551
6,924,315
1,593,611
8,820,119
243,891,966

37,456,527
24,430,209
201,729,822
263,616,558

$

5,538,637
513,047,161
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 3.

Fair Value Measurements (Continued)
Assets at Fair Value as of December 31, 2018
Level 2
Level 3

Level 1
Mutual funds
Bond market index funds
Large blend funds
Emerging markets funds
Mid-cap blend funds
Small blend funds
Foreign large blend funds
Inflation-protected bond funds
Moderate allocation funds
Money market mutual funds
Foreign large value funds
Conservative allocation funds
Intermediate core-plus bond funds
Total mutual funds

$

Collective trust funds
Large Growth Funds
Stable Value Funds
Target Funds
Total collective trust funds
Self-directed brokerage accounts
Total investments at fair value

Note 4.

18,165,552
53,854,153
3,190,147
33,892,993
26,690,234
13,984,519
1,191,651
27,143,979
6,283,639
6,052,225
1,562,769
7,187,373
199,199,234

$

-

$

4,629,800
203,829,034

-

$

32,507,257
23,787,440
156,277,069
212,571,766

$

212,571,766

-

$

-

$

-

Total

18,165,552
53,854,153
3,190,147
33,892,993
26,690,234
13,984,519
1,191,651
27,143,979
6,283,639
6,052,225
1,562,769
7,187,373
199,199,234

32,507,257
23,787,440
156,277,069
212,571,766

$

4,629,800
416,400,800

Plan Termination

Although it has not expressed any intent to do so, the Plan Sponsor has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of ERISA. In
the event of Plan termination, participants would become 100% vested in their accounts.
Note 5.

Tax Status

The IRS has determined and informed the Plan Sponsor, by a letter dated May 14, 2017, that the Plan
and related trust are designed in accordance with applicable sections of the Internal Revenue Code
(IRC). Although the Plan has been amended since receiving the determination letter, the Plan
Administrator believes the Plan is designed and is being operated in compliance with the applicable
provisions of the IRC and, therefore believes that the Plan is qualified, and the related trust is tax-exempt.
Note 6.

Related-Party Transactions and Party-in-Interest Transactions

Certain Plan investments are funds managed by Fidelity Management Trust Company. Fees paid by the
Plan for investment management services are netted against Plan earnings. Fidelity Management Trust
Company also provides administrative services. Fidelity Management Trust Company is the trustee and
record keeper as defined by the Plan; therefore, these transactions qualify as party-in-interest
transactions.
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University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Notes to Financial Statements
Note 7.

Risks and Uncertainties

The Plan invests in various investment securities. Investment securities are exposed to various risks such
as interest rate, market, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur
in the near term and that such changes could materially affect participants’ account balances and the
amounts reported in the 2019 statement of net position available for benefits.
Note 8.

Reconciliation of Financial Statements to Form 5500

The following is a reconciliation of net position available for benefits per the financial statements to
Form 5500 as of December 31, 2019 and 2018:
December 31
2019
2018
Net position available for benefits per the financial statements
Adjustments for forfeitures used to offset employer contributions
Adjustments for deemed loans distributed for Form 5500
Net position available for benefits per the Form 5500

$ 532,085,442
(71,833)
$ 532,013,609

$ 434,825,264
(171,368)
$ 434,653,896

The following is a reconciliation of net increase in net position available for benefits per the financial
statements for the year ended December 31, 2019, to Form 5500:
Amount
Net increase in net position per the financial statement
Adjustments for:
Forfeitures used to offset employer contributions
Deemed loans distributed for Form 5500
Net increase in net position per the Form 5500

$ 97,260,178
171,368
(71,833)
$ 97,359,713

11
Page 41 of 108

University of Wisconsin Medical Foundation, Inc. Employees 401(k)/Profit Sharing Plan
Employer Identification Number 39-1824445, Plan Number 002
Schedule H, Line 4i—Schedule of Assets (Held at End of Year)
December 31, 2019
Identity of Issue/Description
Mutual funds:
Dodge & Cox Balanced
Dodge & Cox International Stock
Doubleline Core Fixed Income I
Drefyus Treasury Prime Cash Management
PIMCO Inflation Response MultiAsset Institutional
Fidelity U.S. Bond Index*
Fidelity 500 Index*
Fidelity Emerging Markets Index*
Fidelity Mid Cap Index*
Fidelity Small Cap Index*
Fidelity International Index*
Fidelity Inflation Protected Bond Index*

Current Value
$

Collective Trust funds:
Fidelity Contra Fund*
PIMCO Stable Income Class IV
Vanguard Target Retirement Income
Vanguard Target Retirement 2015
Vanguard Target Retirement 2020
Vanguard Target Retirement 2025
Vanguard Target Retirement 2030
Vanguard Target Retirement 2035
Vanguard Target Retirement 2040
Vanguard Target Retirement 2045
Vanguard Target Retirement 2050
Vanguard Target Retirement 2055
Vanguard Target Retirement 2060
Vanguard Target Retirement 2065

28,138,416
6,924,315
8,820,119
3,750,551
1,593,611
29,487,030
72,074,185
3,800,493
40,611,297
31,017,177
16,303,866
1,370,906
243,891,966

37,456,527
24,430,209
3,675,275
6,558,071
23,646,100
34,588,265
32,716,729
22,892,887
22,153,689
22,167,752
25,483,305
6,364,093
1,371,337
112,319
263,616,558

Self-directed brokerage accounts

5,538,637

Notes receivable from participants, due in various amounts through September 2029, with
interest rates between 4.25% and 6.50%*^

3,915,321
$

516,962,482

*A party in interest as defined by ERISA
^Notes receivable are reported net of deemed loans.
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Attachment
DeWitt Ross and Stevens
Memorandum
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MEMORANDUM
TO:

UWMF Retirement Plan Committee

FROM:

Brian L. Anderson, JD, LLM, CPA, CEBS

DATE:

September 8, 2020

RE:

Legal Update Regarding PRP and 401(k) Plan

I have been asked to provide the Retirement Plan Committee (RPC) with an update on legal
matters regarding the UWMF Physicians Retirement Plan and the UWMF Employees
401(k) Plan (the Plans).
1.

No Uncorrected Legal Problems Regarding Plans (Clean Bill of Health). I am not
aware of any uncorrected legal problems regarding either the PRP or the 401(k)
Plan, either as written or as administered. The “determination letters” issued by the
IRS in March 2017 (regarding the tax qualification of the Plans) remain valid.

2.

Restatement of Plans (To-Do List). The plans were last restated in 2015. To
incorporate amendments made to the plan since then, and to update the plans for
the SECURE Act and CARES Act, I will prepare amended and restated plan
documents for adoption by UWMF before the end of 2020.
a. SECURE Act provisions included:
i. RMDs begin after age 72 (not 70½);
ii. Elimination of “stretch” distributions beyond 10 years after the
death of the participant, except in case of certain beneficiaries (such
as spouses);
iii. Distributions of up to $5,000 may be made after birth or adoption of
a child (and the distributions may be later recontributed to the plan);
iv. Part-time employees who work at least 500 hours in each of 3
consecutive years, counting from 2021 onward, may make salary
deferrals to the 401(k) plan.;
v. After the DOL provides guidance, plans will have to provide each
participant with an annual statement that would disclose the monthly
amount of the lifetime income stream that could be provided by
his/her account balance.
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UWMF Retirement Plan Committee
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2

b. CARES Act provisions included:
i. RMDs for 2020 are waived;
ii. Coronavirus-related distributions are available in 2020 (and can
later be contributed back to the plan);
iii. Participants affected by the coronavirus may borrow up to $100,000
(twice the usual limit of $50,000) from their plan accounts;
iv. Participant affected by the coronavirus may delay, for 12 months,
their plan loan payments that would otherwise have been due in
2020.
3.

Automatic Revocation of Spousal-Beneficiary Designations Upon Divorce
(Proposed Plan Amendment). Like most retirement plans, the Plans currently do
not provide that, when a participant gets divorced, his/her prior designation of
his/her spouse as beneficiary is automatically revoked. Unless the RPC directs
otherwise, the plan restatement will include a provision that automatically revoke
a spousal-beneficiary designation upon divorce.
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Department of Labor: Electronic Disclosure
Safe Harbor for Retirement Plans
Legal and regulatory summary | Published: June 11, 2020

Rule effective date: July 27, 2020
On May 27, 2020, the Department of Labor (DOL) issued a final regulation creating two new,
optional alternative safe harbors for satisfying ERISA’s disclosure delivery requirements for
retirement plans. The new safe harbor permits two methods for electronic delivery (eDelivery):
Notice and access on a website
After sending an initial notice in
paper, covered documents can be
posted on a website or other
electronic repository, such as a
mobile application, if notification of
internet availability is furnished to
the covered individuals at the
identified electronic address.

Direct delivery by email
After sending an initial notice in
paper, covered documents can be
sent directly by email to covered
individuals either via an attachment
or in the content. Other electronic
addresses, such as smart phones,
are excluded.

Review the rule for complete details.
Regulation overview
Covered Individuals: Participants, beneficiaries and alternative payees (collectively, “individuals”) who are
entitled to receive documents, and for whom an electronic address has been provided by the employer or the
individual. Employers can utilize employer-provided email addresses or personal email addresses received from
individuals during the employment process. However, employers may not assign email addresses solely for
delivering required information. Additionally, individuals can provide an electronic address to service providers.
Covered Documents: Required documents or information under ERISA for retirement plans (e.g. SPDs, fund
action notices, participant disclosure notices). ERISA health and welfare disclosures are excluded at this time.
Electronic Address: Generally, this may include email, smart phone and other electronic means.
Initial Notice: Before using the new safe harbors, individuals must receive an initial paper notice that contains:
1. Notification that covered documents will be furnished electronically to an electronic address;
2. Identification of the electronic address that will be used (e.g. specific email or mobile number);
3. Instructions necessary to access the covered documents;
4. A cautionary statement that the covered document is not required to be available on the website for
more than one year or, if later, after it is superseded by a subsequent version of the covered document;
5. A statement of the right to request and obtain a paper version of a covered document, free of charge, and
an explanation of how to exercise this right; and
6. A statement of the right, free of charge, to opt out of electronic delivery and receive only paper versions
of covered documents, and an explanation of how to exercise this right.
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Department of Labor: Electronic Disclosure
Safe Harbor for Retirement Plans
Legal and regulatory summary | Published: June 11, 2020
Regulation overview: website posting
Notice of Internet Availability: In order to post required disclosures to a website, a Notice of Internet Availability
(NOIA) must be: furnished for each covered document and must be sent to the electronic address identified in
the initial notice; separate from other documents or disclosures; provided at the time the covered document is
made available on the website. The NOIA must be written so that it is easily understood by the average
participant and include:
1. A prominent statement, such as a title, legend or subject line, that reads: “Disclosure About Your
Retirement Plan.”
2. A statement that reads: “Important information about your retirement plan is now available. Please
review this information.”
3. An identification of the covered document by name (e.g., a statement that reads: “Your Quarterly Benefit
Statement is now available”) and a brief description of the covered document if identification only by
name would not reasonably convey the nature of the covered document.
4. The internet website address or a hyperlink to such address where the covered document is available. The
website address or hyperlink must specifically provide ready access to the covered document. To satisfy
this standard, it should lead the covered individual either: a) directly to the covered document; or b)
provides a prominent link to the covered document via a login page or immediately after a covered
individual logs in.
5. A statement of the right to request and obtain a paper version of the covered document at no cost and an
explanation of how to exercise this right.
6. A statement of the right to opt out of electronic delivery at no cost and to receive only paper versions of
covered documents, including an explanation of how to exercise this right.
7. A cautionary statement that the covered document is not required to be available on the website for
more than one year or, if later, after it is superseded by a subsequent version of the covered document.
8. A telephone number to contact the administrator or other designated representative of the plan.
A NOIA may contain a statement as to whether action by the covered individual is invited or required in response
to the covered document and how to take such action, or that no action is required, provided that such
statement is not inaccurate or misleading.
Combined NOIA: The following may be combined into a single notice delivered annually, or no more than 14
months following any previously delivered combined NOIA:
• The SPD;
• Any covered document or information that must be furnished annually, rather than upon the occurrence
of a particular event, and that does not require action by a covered individual by a particular deadline;
• Any other covered document if authorized in writing by DOL; and
• Any applicable notice required by the Internal Revenue Code, if authorized in writing by the Secretary of
the Treasury.
NOTE: Quarterly benefit statements are not eligible to be covered by combined NOIA.
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Department of Labor: Electronic Disclosure
Safe Harbor for Retirement Plans
Legal and regulatory summary | Published: June 11, 2020
Regulation overview: direct email
Direct Delivery by Email: Covered documents may be furnished directly to covered individuals using email (but
not other electronic addresses) no later than the date on which the covered document must be furnished under
ERISA. The email must include:
1. The covered document in the body of the email or as an attachment and have a subject line that reads:
“Disclosure About Your Retirement Plan”.
2. If the covered document is an attachment, the email must identify or briefly describe the covered
document.
3. The attachment must be in a widely available format suitable to be read online, printed on paper, and
permanently retained in an electronic format, as well as be capable of being searched by words, letters or
numbers.
4. The email must also contain a statement of the right to a paper copy of covered document, the right to opt
out of electronic delivery, and a telephone number to contact the administrator or its designated
representative.
5. The email must be written in a manner calculated to be understood by the average plan participant.

2002 Safe harbor/FAB 2006-03
Currently, on behalf of plan sponsors, Fidelity utilizes the DOL’s 2002 eDelivery regulation to provide most ERISA
disclosures to participants in defined contribution retirement plans. Typically, this involves an emailed link to
documents on NetBenefits®. Under the 2002 safe harbor, ERISA disclosures may be provided electronically to:
• Participants who are “wired at work” (e.g., use email as an integral part of employment)
• Individuals who have consented and have provided an email address
For benefit statements, Fidelity follows the approach outlined in DOL Field Assistance Bulletin 2006-03 (FAB) which
permits providing continuous access to statements on a secure website to satisfy the quarterly statement delivery
requirements. Participants are furnished with a notice that explains the availability of the benefit statement on the
website, how to access it, and the right to request and obtain a free paper version of the statement.
Under the new rule, the FAB is being phased out and will be available until January 27, 2022 (18 months after the
new rule’s effective date). Either the 2002 safe harbor and/or new 2020 safe harbors may be used to deliver
benefit statements thereafter.

Next steps
Fidelity is currently evaluating how to leverage the new rule to increase eDelivery for plans. If you have questions,
please contact your Fidelity representative.
For plan sponsor use only and investment professional use.
Approved for use in Advisor and 401(k) markets. Firm review may apply.
This document is for informational purposes only and does not constitute and cannot be relied on for legal advice.
Fidelity does not provide legal or tax advice. The information herein is general in nature and should not be
considered legal or tax advice. Consult an attorney or tax professional regarding your specific situation.
Fidelity Investments Institutional Operations Company LLC., 245 Summer Street, Boston, MA 02210
©2020 FMR LLC. All rights reserved.
934038.2.0
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UPDATED 08/31/2020

University of Wisconsin
Medical Foundation

Market volatility update for participants
in your plan

1
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Navigating COVID-19 and Volatile Markets
University of Wisconsin Medical Foundation

Engagement

has generally increased
during the volatility period1

+12%

Participants

Participants

are staying the course

continue to save

91%

96%

did not make an exchange
in their account2

maintained or increased their
deferral election3

Inbound Phone Calls

+37%
NetBenefits® Visits

2

0.3% of participants went
to 0% equities

1. Participant engagement activity increase compares 2/24/2019 to 8/31/2019 versus 2/24/2020 to 8/31/2020
2. Investment Exchange activity from 3/1/2020 to 8/31/2020
3. Percentage Deferral Election changes from 3/1/2020 to 8/31/2020.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY

0.7% of participants have
stopped contributing
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CARES Act Distributions
University of Wisconsin Medical Foundation

CARES Act

CARES Act Distributions
Participant Activity

Distribution Amounts

60

$1.2M

unique participants have taken a
CARES Act distribution, representing…

1.3%

of active participants with
a balance.

in total distributions were
initiated, with a…

$5.5K

median distribution amount.

11 (18%) participants have
taken more than one CARES
ACT distribution

2 participants have
requested the full $100K

716455

3

Fidelity record-kept data from 4/3/2020 to 8/31/2020 for distributions including include those under CARES Act and FEMA.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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CARES Act Loan & Deferments
University of Wisconsin Medical Foundation

CARES Loans

CARES Loan Deferments

09

53

Activity and Transactions

Distribution Amounts

Unique participants have taken
a CARES Act Loan

Unique participants have opted
for a loan deferment

$417.0K

$1.0M

In total loan amount
$40.0K median loan
amount initiated

In total loan
balance deferred

$15.3K median loan
balance deferred

716455

4

Fidelity record-kept data from 4/3/2020 to 8/31/2020 for distributions including include those under CARES Act and FEMA.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Investors are staying the course
Navigating COVID-19 and Volatile Markets

of those making an exchange
No
Exchanges

Exchanges by
PP&A parts

Exchanges by
other parts

Allocation pre & post exchange activity

3.0%

91%

19%

26%

52%

56%
of participants did not
make an exchange
in their account since
3/1/2020
0.3% of participants went
to 0% equities

5

29%

18%
Pre-Exchange

Current

enrolled in
17 participants
the PP&A

Investment Exchange activity from 3/1/2020 to 8/31/2020
1. PP&A activity from 3/1/2020 to 8/31/2020.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY

1

Aggressive:
Greater than 10% over ageappropriate equity allocation
In Band:
Age-Appropriate equity
allocation, or at least 80%
invested in a single target
date fund, or enrolled in a
managed account
Conservative: More than 10%
under age-appropriate equity
allocation
Analysis uses Fidelity Glide Path

enrollees adjusted
71% oftheirPP&Ainvestor
profile
1
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Participants continue to save
Navigating COVID-19 and Volatile Markets

Deferral Activity of participants since 3/1/2020

3.3% (142)

4.5% (192)

participants
decreased their
contributions

participants
increased
their contributions

96%
92% (3931)

participants
made no change

of participants maintained
or increased their deferral
election since 3/1/2020

6

0.7% (30)

participants
stopped contributing

Percentage Deferral Election changes from 3/1/2020 to 8/31/2020.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Appendix
Trended views on participant engagement,
investing and saving behavior.

7
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Engagement: NetBenefits Visits
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020

2019 YTD Average

1800
1600

NetBenefits Visits

1400
1200
1000
800
600
400
200
0

Week Ended Date

8

*Considers partial week 8/31/2020
NetBenefits visit activity from 1/1/2020 to 8/31/2020. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Engagement: Inbound Phone Volume
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020

2019 YTD Average

100
90

Inbound Phone Volume

80
70
60
50
40
30
20
10
0

Week Ended Date

9

*Considers partial week 8/31/2020
Inbound phone activity from 1/1/2020 to 8/31/2020. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: Investment Exchanges
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020 Exchanges by Non-PP&A Parts

2020 Exchanges by PP&A Parts

2019 YTD Average

180
160

Investment Exchanges

140
120
100
80
60
40
20
0

Week Ended Date

10

*Considers partial week 8/31/2020
Investment Exchange activity from 1/1/2020 to 8/31/2020. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: Deferral Decreases
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020

2019 YTD Average

80
70

Deferral Decreases

60
50
40
30
20
10
0

Week Ended Date

11

*Considers partial week 8/31/2020
Percentage deferral decreases from 1/1/2020 to 8/31/2020. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: Loan Initiations
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020

2019 YTD Average

20
18
16

Loan Initiations

14
12
10
8
6
4
2
0

Week Ended Date

12

*Considers partial week 8/31/2020
Loan initiation activity from 1/1/2020 to 8/31/2020. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: Hardship Withdrawal
Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020

2019 YTD Average

3.5

Hardship Withdrawal

3
2.5
2
1.5
1
0.5
0

Week Ended Date

13

*Considers partial week 8/31/2020
Hardship withdrawal activity from 1/1/2020 to 8/31/2020. Excludes distributions under CARES Act and FEMA. Includes activity for both Active and Terminated Participants.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: CARES Distributions

Volumes in the chart reflect distribution transactions,
duplications across plan(s)/week(s) possible

Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020
10
9

CARES Distributions

8
7
6
5
4
3
2
1
0

Week Ended Date

14

*Considers partial week 8/31/2020
Fidelity record-kept data from 4/3/2020 to 8/31/2020 for distributions including those under CARES Act and FEMA.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Volumes in the chart reflect distribution transactions,
duplications across plan(s)/week(s) possible

Transactions: CARES Loans

Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020
2.5

CARES Distributions

2

1.5

1

0.5

0

Week Ended Date

15

*Considers partial week 8/31/2020
Fidelity record-kept data from 4/3/2020 to 8/31/2020 for distributions including those under CARES Act and FEMA.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Transactions: CARES Loan Deferments

Volumes in the chart reflect distribution transactions,
duplications across plan(s)/week(s) possible

Weekly Trend through 08/31/2020 for University of Wisconsin Medical
Foundation

2020
30

CARES Loan Deferments

25
20
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10
5
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Week Ended Date

16

*Considers partial week 8/31/2020
Fidelity record-kept data as of 8/31/2020 for loan deferments under CARES Act.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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Important information

FOR INSTITUTIONAL PLAN SPONSOR USE ONLY
Unless otherwise disclosed to you, any investment recommendation in this document is not meant to be impartial
investment advice or advice in a fiduciary capacity. Fidelity and its representatives have a financial interest in any
investment alternatives or transactions described in this document. Fidelity receives compensation from Fidelity funds
and products, certain third-party funds and products, and certain investment services. Fidelity may also receive
compensation for services that are necessary to effect or execute transactions with respect to investment alternatives
(such as trading commissions). The compensation that is received, either directly or indirectly, by Fidelity may vary based
on such funds, products and services, which can create a conflict of interest for Fidelity and its representatives.

17

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2020 FMR LLC. All rights reserved.
923897.6.0. INSTITUTIONAL PLAN SPONSOR USE ONLY
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INVESTMENT GUIDELINES AND OBJECTIVES
UNIVERSITY OF WISCONSIN MEDICAL FOUNDATION
RETIREMENT PLAN
Revised: August 61, 202019

I.

OVERVIEW

The University of Wisconsin Medical Foundation (“UWMF”) offers its employees certain selfdirected defined contribution plans to assist them in planning for their financial needs in
retirement. The following defined contribution plans (collectively, the “Plan”) will be governed
by this Investment Policy Statement (“Policy”).
•
•

II.

Employees 401(k) Profit Sharing Plan
Physicians Retirement Plan

PURPOSE OF THESE INVESTMENT POLICY GUIDELINES

These guidelines are set forth by the Retirement Plan Committee (“Committee”) of the UWMF
in order to:
1) Define the responsibilities of all involved parties.
2) Clearly establish the investment goals and objectives of the Plan.
3) Establish a basis for evaluating investment results.
4) Ensure the Plan assets are managed in accordance with the Employeement Retirement
Income Security Act of 1974 (ERISA) and regulations pertaining thereto.
This Policy will be reviewed on a periodic basis by the Committee, and may be modified to
reflect such factors as changes in the investment environment, changes in the regulations
governing defined contribution plans, and the Committee’s expectations. Changes are expected
to be infrequent, as they will reflect long-term considerations, rather than short-term changes in
the financial markets or particular investment results.
The Policy is also intended to provide a meaningful decision-making framework for the
Committee and interested parties. It is not intended to be overly restrictive given the changing
economic, regulatory, business and capital market conditions. The objectives of the Policy will
be sufficiently specific to be meaningful, but flexible enough to be practical. It is understood that
there can be no guarantees about the attainment of the goals or investment objectives or
performance outlined here within.

1
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III.

PLAN OBJECTIVES

The objective of the Plan is to provide employees of the UWMF who participate in the applicable
Plan with a source of retirement income from accumulated contributions and investment returns
of the Plan. The assets of the Plan are for the exclusive benefit of the participants in the Plan.
Consistent with this objective, the following are Plan investment objectives:
1) Offer a broad range of investment options with materially different risk and return
characteristics to enable participants, by choosing among such investment options, to
achieve a portfolio with aggregate risk and return characteristics within a range
normally appropriate for each participant, and to minimize, through diversification,
the overall risk of such individual’s portfolio; and,
2) To provide participants with reasonable opportunity to materially affect the potential
return on amounts in their individual accounts, and the degree of risk to which such
amounts are subject, based upon such individual’s investment and retirement goals
and needs; and,
3) To offer investment alternatives at a reasonable cost; and,
4) To comply with principles of fiduciary responsibility, prudence, and diversification;
and,
5) To comply with applicable federal and state regulatory rules and laws.
IV.

DELEGATION OF RESPONSIBILITIES

The Retirement Plan Committee of the UWMF is a fiduciary under ERISA, and is responsible
for directing and monitoring the investment management of Plan assets. As such, the Retirement
Plan Committee is authorized to delegate certain responsibilities to professional experts in
various fields. These include, but are not limited to:
1.

Investment Management Consultant.:
The consultant may assist the
Retirement Plan Committee in establishing investment policy, objectives, and
guidelines; selecting funds; reviewing funds over time; measuring and evaluating
investment performance; and other tasks deemed appropriate.

2.

Investment Funds.: Each investment fund has discretion to purchase, sell or
hold securities that will be used to meet Plan objectives.

3.

Custodian:. The custodian will physically (or through agreement with a subcustodian) maintain possession of securities owned by the Plan, collect dividend
and interest payments, redeem maturing securities, and effect receipt and delivery
following purchases and sales. The custodian may also perform regular
2
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accounting of all assets owned, purchased or sold as well as movement of assets
into and out of the Plan accounts.

V.

4.

Trustee:. The Retirement Plan Committee may appoint an outside individual or
entity, such as a bank trust department, to be Trustee. The Trustee will assume
fiduciary responsibility for the administration of Plan assets.

5.

Additional Specialists.: Attorneys, auditors, consultants, and others may be
employed by the Retirement Plan Committee to assist in meeting its
responsibilities and obligations to administer Plan assets prudently.

6.

Advice and Managed Account Provider: . The Retirement Plan Committee may
appoint an independent fiduciary tasked with providing participants advice and a
managed account program, aiding them in asset allocation and fund level portfolio
decisions.

ELIGIBLE INVESTMENTS

Investment alternatives will consist of mutual funds, collectivemmon trust funds or separate
accounts where allowable by law whose eligible investments, investment guidelines, and
investment philosophies are governed by a prospectus or similar regulatory disclosure document.
Individual securities or offerings (other than separate accounts, collective trusts or mutual funds)
will not be made available under the Plan.
To achieve Plan objectives, at all times at least one common trust, mutual fund, or investment
selection alternative shall be offered under the Plan which falls into each of the following assettype classes:
1) Cash/Cash Equivalents;
2) Domestic and International Fixed Income;
3) Domestic and International Equity; and
4) Target Retirement Date Series
Self-Directed Brokerage Window
In addition to the investment alternativesoptions available to participants through the core
investment menu, a self-directed brokerage window option is available to participants.
Participants can make their own investment decisions and have full discretion over the menu of
investment choices available to them on the chosen platform. Participants assume all
responsibility for their investment decisions on the brokerage window.
3
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Participant investment elections through the self-directed brokerage window option
(“Individually Directed Accounts”) will be subject to the Investment Guidelines provided by the
Individually Directed Accounts provider. Participant investment elections through Individually
Directed Accounts are not otherwise covered under this Investment Policy Statement.
Advice and Managed Accounts
Effective education regarding investment fundamentals can help enable participants to meet their
individual retirement savings needs and other financial goals. As such, the Plan Ssponsor has
decided to make professional investment advice services available to Plan participants. The
Committee, with the assistance of an independent Investment Consultant, shall determine that the
investment advice provided by such a selected provider is unbiased, based on sound asset
allocation theory and in-depth fund analysis, and tailored to each participant’s individual
circumstances. The Investment Consultant shall assist the Committee in monitoring the selected
providers of investment advice using the same criteria that formed the basis for their respective
selection by the Committee. The Investment Consultant shall report to the Committee its review
of provider(s) periodically.

VI.

DEFAULT ALTERNATIVE

The Committee recognizes that some Plan participants may fail to make investment choices for
their account; therefore, the Committee believes it is appropriate to designate a default option.
The current default option set is the age appropriate Target Retirement Date Fund.

VII.

INVESTMENT SELECTION CRITERIA

The Committee shall select available investment alternatives and add or remove such alternatives
at any time at its discretion. For the initial selection of any collectivemmon trust fund, mutual
fund, or investment, the screening process shall consider, at a minimum, the following:
1) The investment company/firm assets under management of at least $1 billion.
2) The fund, or product strategy, has an asset size commensurate with the size of the
mandate and the investment style.
3) The fund, or product strategy, has a minimum of three years of performance history.
4) The historical performance review of annual, average annual, and rolling time periods
and the risk associated with achieving such returns.
5) The iInvestment mManager or institution has at least three years tenure.

4
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6) The results of a style classification to determine a comparison basis for other funds
with similar investment style/strategy and to determine if there has been deviation
from style.
7) The fees paid from all sources are reasonable under the circumstances and as
compared to comparable peer investment vehicles.
8) The iInvestment mManager or institution must disclose any potential conflicts of
interest.
In addition to the above listed quantitative items of review, the selection process would also
include a qualitative (or non-quantifiable) review. A qualitative review shall include, at a
minimum, the following:
1) Business Goals and Ownership Structure
2) Investment Philosophy/Process
(a) Discipline
(b) Valuation Process
(c) Implementation
(d) Research Capabilities
3) Personnel
(a) Structure
(b) Experience/Quality/Tenure
(c) Compensation
(d) Turnover
The screening process for certain asset classes may differ from the above selection criteria in an
effort to identify the most suitable investment alternatives. Examples of where an exception may
be appropriate are asset levels or iInvestment Mmanager tenure. It is incumbent upon the
Committee to properly document a suitable rationale for the exception during the search process.

VIII. MONITORING OF INVESTMENT OPTIONS
The information and data used to monitor and determine the status of each investment alternative
shall be documented by the Committee. Although the investment alternatives are chosen with
long-term expected return and risk profiles in mind, the performance will be reviewed
periodically, and at least annually, in an effort to identify potential adverse performance trends to
determine if a more in-depth review of a fund is necessary. Performance evaluation will be
based on both qualitative and quantitative review.
Qualitative (or non-quantifiable) criteria evaluation should include, at minimum, the following:

5

Revised August 61, 202019

Page 73 of 108

1)
2)
3)
4)

Organization
Personnel
Philosophy
Process

Quantitative criteria evaluation should include, at minimum, the following:
1)
2)
3)
4)
5)

Style discipline
Total return and risk relative to the appropriate style specific index
Total return and risk relative to a style specific peer universe
Risk adjusted total returns
Fees

A listing of the specific investment choices offered within each asset class and category will be
maintained in Exhibit 1. Appropriate indices and peer group measurements, as reflected in
Exhibit 1, will be determined by the Committee, and may be changed from time to time as part of
its ongoing review process. Exhibit 1 is attached to and made part of this Policy, and any
changes to the listing, indices or measurements will be reflected in Exhibit 1.
A suitable style specific index and style specific peer universe to measure future performance
shall be identified prior to adding a new investment alternative or new fund to the Plan menu. In
this way, the fund and the Committee will have similar future performance expectations and can
thereby properly and fairly evaluate the fund.
The Committee expects each fund offered in the Plan to exceed its style specific index risk
adjusted return and/or its style specific peer group median risk adjusted return over time. A
fund’s failure to achieve above style specific index returns or above style specific median returns
will trigger a further review of the fund to help the Committee determine whether or not the fund
should be placed on the Watch List or possibly replaced. This expectation applies to actively
managed investment options offered under the Plan. Passively managed investment options are
expected to track the respective index on a gross of fees basis.

IX.

WATCH LIST

The Committee recognizes that there are no hard and fast rules for investment fund termination;
however, if the fund has consistently underperformed its index and/or peer group, failure to
remedy the circumstances of unsatisfactory performance by the fund within a reasonable time is
grounds for termination. To place or remove a fund on the Watch List requires a two-thirds
majority vote of the Committee members present at any given meeting. The meeting must have a
quorum to be considered a valid meeting. If a fund is placed on the Watch List, an update to the
Watch List will be included on the recordkeeper/trustee’s website for all participants to view.
Qualitative issues that the Committee believes may have a material impact on the future
performance of a fund such as operational issues, a significant change in the level of assets
6
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and/or number of accounts, a change in fund management, etc., can also determine whether the
Committee considers the termination of a fund. Considerable judgment after thorough and
documented analysis must be exercised in the termination decision process.
Prior to making a decisiondeciding to terminate a fund from the Plan, a fund may be subject to
Watch List status at the discretion of the Committee. A fund may be placed on Watch List status
for a period between six months and eighteen months. Prevailing circumstances may decrease or
increase the length of time a fund remains on Watch List status; however, the Committee may
terminate a fund as soon as practicable without Watch List status if it believes that termination is
in the best interest of the Plan participants.
Watch List Status Action Steps:
The following steps should occur for Watch List funds:
1) Once a fund is formally notified of its Watch List status, a meeting with the fund will
take place either in person or by teleconference. The Committee may designate the
Investment Consultant, or one or more Committee representative(s) to conduct this
meeting and report back to the Committee. The fund has an opportunity to explain
the recent underperformance or other matters that resulted in Watch List status, and
any action plan to help remedy the poor performance and/or the qualitative
concern(s).
2) A fund on Watch List status must report at least quarterly to the Investment
Consultant or designated Committee member(s). Examples of issues that may be
included in such reports are as follows:
a)
b)
c)
d)
e)
f)

Status update on action plan, if appropriate
Personnel
Process
Investment strategy
Performance review
Portfolio characteristics

3) The Committee may terminate a fund at any time during the Watch List status period.
4) A fund may be terminated if the Committee has lost confidence in the fund’s ability
to:
a)
b)
c)
d)

Improve performance
Improve qualitative circumstances with stable performance
Maintain an expected investment style
Comply with reporting requirements
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X.

FUND TERMINATION

The Committee recognizes that fund terminations have unique circumstances such as the level of
assets, number of participant accounts, similar replacement funds within the current investment
options menu, etc. which may result in different action plans for termination. Upon a decision to
terminate a fund, the Committee shall review the circumstances to deliberately decide on a
prudent and reasonable process for termination and replacement of the terminated fund. All plan
participants will be notified before the fund transition occurs.

XI.

REVIEW/CHANGES TO THE INVESTMENT POLICY STATEMENT

The Investment Policy Statement for the Plan is the responsibility of the Committee. The overall
Policy will be reviewed periodically by the Committee. Any changes or amendments to the
Policy may be made at any time and must be approved by the Committee.

1.

GUIDELINE APPROVAL

The above Investment Guidelines and Objectives for the University of Wisconsin Medical
Foundation Retirement Plan were hereby approved and adopted by the following:

UNIVERSITY OF WISCONSIN MEDICAL
FOUNDATION, INC.

By: _____________________________________
Chief Administrative Officer
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EXHIBIT 1
INVESTMENT FUND CHOICES & BENCHMARKS TO MEASURE PERFORMANCE
Revised: August 61, 202019
Asset Class/ Fund Name
U.S. Equity
Fidelity 500 Index
Fidelity Contrafund CIT
Fidelity Mid Cap Index
Fidelity Small Cap Index
International Equity
Dodge & Cox International Stock

Fidelity International Index
Fidelity Emerging Markets Index
Fixed Income
Fidelity US Bond Index
DoubleLine Core Fixed Income
Fidelity Inflation-Protected Bond Index
Stable Value/Money Market
Dreyfus Treasury Prime Institutional Cash
Mgmt
PIMCO Stable Income

Balanced
Dodge & Cox Balanced
Inflation Hedging/Real Assets
PIMCO Inflation Response Multi-Asset
Institutional

Target Retirement Date
Vanguard Target Retirement Trust Series

Benchmark Index

Peer Group

S&P 500 Index
RVK: Russell 1000 Growth Index
Manager Stated: S&P 500 Index
Russell Mid Cap Index
Russell 2000 Index

U.S. Large Cap Core Equity

RVK: MSCI ACW Ex US Index (Net)
Manager Stated: MSCI EAFE Index
(Net)
MSCI EAFE Index

International Large Cap Core Equity

MSCI Emerging Markets Index

Emerging Markets Equity

Bloomberg US Aggregate Bond Index
Bloomberg US Aggregate Bond Index
Bloomberg US Treasury: US TIPS
Index

U.S. Broad Market Core Fixed Income
U.S. Broad Market Core Fixed Income
U.S. TIPS

ICE BofA ML 3 Month US T-Bill
Index
RVK: Hueler Stable Value Index
(EWA)
Manager Stated: Lipper Money
Market Fund Index

U.S. Taxable Money Market

70% S&P 500/30% Bloombergarclays
US Aggregate Bond Index

All Mixed-Asset Target Allocation
Funds

45% B TIPS / 20% Bloomberg
Cmmdty / 15% JPM Emg Local Mkt
Plus (L)/ 10% DJ US Sel REIT / 10%
Bloomberg Gold Sub Index

N/A

Vanguard Target Retirement
Composite Index

Mixed-Asset Targets

9

U.S. Large Cap Growth Equity
U.S. Mid Cap Core Equity
U.S. Small Cap Core Equity

EAFE Core Equity

Commented [EW1]: Switched the order of DoubleLine and
Fidelity Inflation to be stylistically consistent.

Hueler Stable Value Funds
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INVESTMENT GUIDELINES AND OBJECTIVES
UNIVERSITY OF WISCONSIN MEDICAL FOUNDATION
RETIREMENT PLAN
Revised: August 6, 2020

I.

OVERVIEW

The University of Wisconsin Medical Foundation (“UWMF”) offers its employees certain selfdirected defined contribution plans to assist them in planning for their financial needs in
retirement. The following defined contribution plans (collectively, the “Plan”) will be governed
by this Investment Policy Statement (“Policy”).
•
•

II.

Employees 401(k) Profit Sharing Plan
Physicians Retirement Plan

PURPOSE OF INVESTMENT POLICY GUIDELINES

These guidelines are set forth by the Retirement Plan Committee (“Committee”) of the UWMF
in order to:
1) Define the responsibilities of all involved parties.
2) Clearly establish the investment goals and objectives of the Plan.
3) Establish a basis for evaluating investment results.
4) Ensure the Plan assets are managed in accordance with the Employee Retirement
Income Security Act of 1974 (ERISA) and regulations pertaining thereto.
This Policy will be reviewed on a periodic basis by the Committee, and may be modified to
reflect such factors as changes in the investment environment, changes in the regulations
governing defined contribution plans, and the Committee’s expectations. Changes are expected
to be infrequent, as they will reflect long-term considerations, rather than short-term changes in
the financial markets or particular investment results.
The Policy is also intended to provide a meaningful decision-making framework for the
Committee and interested parties. It is not intended to be overly restrictive given the changing
economic, regulatory, business and capital market conditions. The objectives of the Policy will
be sufficiently specific to be meaningful, but flexible enough to be practical. It is understood that
there can be no guarantees about the attainment of the goals or investment objectives or
performance outlined here within.

1
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III.

PLAN OBJECTIVES

The objective of the Plan is to provide employees of the UWMF who participate in the applicable
Plan with a source of retirement income from accumulated contributions and investment returns
of the Plan. The assets of the Plan are for the exclusive benefit of the participants in the Plan.
Consistent with this objective, the following are Plan investment objectives:
1) Offer a broad range of investment options with materially different risk and return
characteristics to enable participants, by choosing among such investment options, to
achieve a portfolio with aggregate risk and return characteristics within a range
normally appropriate for each participant, and to minimize, through diversification,
the overall risk of such individual’s portfolio; and,
2) To provide participants with reasonable opportunity to materially affect the potential
return on amounts in their individual accounts, and the degree of risk to which such
amounts are subject, based upon such individual’s investment and retirement goals
and needs; and,
3) To offer investment alternatives at a reasonable cost; and,
4) To comply with principles of fiduciary responsibility, prudence, and diversification;
and,
5) To comply with applicable federal and state regulatory rules and laws.
IV.

DELEGATION OF RESPONSIBILITIES

The Retirement Plan Committee of the UWMF is a fiduciary under ERISA, and is responsible
for directing and monitoring the investment management of Plan assets. As such, the Retirement
Plan Committee is authorized to delegate certain responsibilities to professional experts in
various fields. These include, but are not limited to:
1.

Investment Consultant: The consultant may assist the Retirement Plan
Committee in establishing investment policy, objectives, and guidelines; selecting
funds; reviewing funds over time; measuring and evaluating investment
performance; and other tasks deemed appropriate.

2.

Investment Funds: Each investment fund has discretion to purchase, sell or hold
securities that will be used to meet Plan objectives.

3.

Custodian: The custodian will physically (or through agreement with a subcustodian) maintain possession of securities owned by the Plan, collect dividend
and interest payments, redeem maturing securities, and effect receipt and delivery
following purchases and sales. The custodian may also perform regular
2
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accounting of all assets owned, purchased or sold as well as movement of assets
into and out of the Plan accounts.

V.

4.

Trustee: The Retirement Plan Committee may appoint an outside individual or
entity, such as a bank trust department, to be Trustee. The Trustee will assume
fiduciary responsibility for the administration of Plan assets.

5.

Additional Specialists: Attorneys, auditors, consultants, and others may be
employed by the Retirement Plan Committee to assist in meeting its
responsibilities and obligations to administer Plan assets prudently.

6.

Advice and Managed Account Provider: The Retirement Plan Committee may
appoint an independent fiduciary tasked with providing participants advice and a
managed account program, aiding them in asset allocation and fund level portfolio
decisions.

ELIGIBLE INVESTMENTS

Investment alternatives will consist of mutual funds, collective trust funds or separate accounts
where allowable by law whose eligible investments, investment guidelines, and investment
philosophies are governed by a prospectus or similar regulatory disclosure document. Individual
securities or offerings (other than separate accounts, collective trusts or mutual funds) will not be
made available under the Plan.
To achieve Plan objectives, at all times at least one investment alternative shall be offered under
the Plan which falls into each of the following asset-type classes:
1) Cash/Cash Equivalents;
2) Domestic and International Fixed Income;
3) Domestic and International Equity; and
4) Target Retirement Date Series
Self-Directed Brokerage Window
In addition to the investment alternatives available to participants through the core investment
menu, a self-directed brokerage window option is available to participants.
Participants can make their own investment decisions and have full discretion over the menu of
investment choices available to them on the chosen platform. Participants assume all
responsibility for their investment decisions on the brokerage window.

3
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Participant investment elections through the self-directed brokerage window option
(“Individually Directed Accounts”) will be subject to the Investment Guidelines provided by the
Individually Directed Accounts provider. Participant investment elections through Individually
Directed Accounts are not otherwise covered under this Investment Policy Statement.
Advice and Managed Accounts
Effective education regarding investment fundamentals can help enable participants to meet their
individual retirement savings needs and other financial goals. As such, the Plan Sponsor has
decided to make professional investment advice services available to Plan participants. The
Committee, with the assistance of an independent Investment Consultant, shall determine that the
investment advice provided by such a selected provider is unbiased, based on sound asset
allocation theory and in-depth fund analysis, and tailored to each participant’s individual
circumstances. The Investment Consultant shall assist the Committee in monitoring the selected
providers of investment advice using the same criteria that formed the basis for their respective
selection by the Committee. The Investment Consultant shall report to the Committee its review
of provider(s) periodically.

VI.

DEFAULT ALTERNATIVE

The Committee recognizes that some Plan participants may fail to make investment choices for
their account; therefore, the Committee believes it is appropriate to designate a default option.
The current default option set is the age appropriate Target Retirement Date Fund.

VII.

INVESTMENT SELECTION CRITERIA

The Committee shall select available investment alternatives and add or remove such alternatives
at any time at its discretion. For the initial selection of any collective trust fund, mutual fund, or
investment, the screening process shall consider, at a minimum, the following:
1) The investment company/firm assets under management of at least $1 billion.
2) The fund, or product strategy, has an asset size commensurate with the size of the
mandate and the investment style.
3) The fund, or product strategy, has a minimum of three years of performance history.
4) The historical performance review of annual, average annual, and rolling time periods
and the risk associated with achieving such returns.
5) The investment manager or institution has at least three years tenure.

4
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6) The results of a style classification to determine a comparison basis for other funds
with similar investment style/strategy and to determine if there has been deviation
from style.
7) The fees paid from all sources are reasonable under the circumstances and as
compared to comparable peer investment vehicles.
8) The investment manager or institution must disclose any potential conflicts of
interest.
In addition to the above listed quantitative items of review, the selection process would also
include a qualitative (or non-quantifiable) review. A qualitative review shall include, at a
minimum, the following:
1) Business Goals and Ownership Structure
2) Investment Philosophy/Process
(a) Discipline
(b) Valuation Process
(c) Implementation
(d) Research Capabilities
3) Personnel
(a) Structure
(b) Experience/Quality/Tenure
(c) Compensation
(d) Turnover
The screening process for certain asset classes may differ from the above selection criteria in an
effort to identify the most suitable investment alternatives. Examples of where an exception may
be appropriate are asset levels or investment manager tenure. It is incumbent upon the Committee
to properly document a suitable rationale for the exception during the search process.

VIII. MONITORING OF INVESTMENT OPTIONS
The information and data used to monitor and determine the status of each investment alternative
shall be documented by the Committee. Although the investment alternatives are chosen with
long-term expected return and risk profiles in mind, the performance will be reviewed
periodically, and at least annually, in an effort to identify potential adverse performance trends to
determine if a more in-depth review of a fund is necessary. Performance evaluation will be based
on both qualitative and quantitative review.
Qualitative (or non-quantifiable) criteria evaluation should include, at minimum, the following:
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1)
2)
3)
4)

Organization
Personnel
Philosophy
Process

Quantitative criteria evaluation should include, at minimum, the following:
1)
2)
3)
4)
5)

Style discipline
Total return and risk relative to the appropriate style specific index
Total return and risk relative to a style specific peer universe
Risk adjusted total returns
Fees

A listing of the specific investment choices offered within each asset class and category will be
maintained in Exhibit 1. Appropriate indices and peer group measurements, as reflected in
Exhibit 1, will be determined by the Committee, and may be changed from time to time as part of
its ongoing review process. Exhibit 1 is attached to and made part of this Policy, and any changes
to the listing, indices or measurements will be reflected in Exhibit 1.
A suitable style specific index and style specific peer universe to measure future performance
shall be identified prior to adding a new investment alternative or new fund to the Plan menu. In
this way, the fund and the Committee will have similar future performance expectations and can
thereby properly and fairly evaluate the fund.
The Committee expects each fund offered in the Plan to exceed its style specific index risk
adjusted return and/or its style specific peer group median risk adjusted return over time. A
fund’s failure to achieve above style specific index returns or above style specific median returns
will trigger a further review of the fund to help the Committee determine whether or not the fund
should be placed on the Watch List or possibly replaced. This expectation applies to actively
managed investment options offered under the Plan. Passively managed investment options are
expected to track the respective index on a gross of fees basis.

IX.

WATCH LIST

The Committee recognizes that there are no hard and fast rules for investment fund termination;
however, if the fund has consistently underperformed its index and/or peer group, failure to
remedy the circumstances of unsatisfactory performance by the fund within a reasonable time is
grounds for termination. To place or remove a fund on the Watch List requires a two-thirds
majority vote of the Committee members present at any given meeting. The meeting must have a
quorum to be considered a valid meeting. If a fund is placed on the Watch List, an update to the
Watch List will be included on the recordkeeper/trustee’s website for all participants to view.
Qualitative issues that the Committee believes may have a material impact on the future
performance of a fund such as operational issues, a significant change in the level of assets
6
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and/or number of accounts, a change in fund management, etc., can also determine whether the
Committee considers the termination of a fund. Considerable judgment after thorough and
documented analysis must be exercised in the termination decision process.
Prior to deciding to terminate a fund from the Plan, a fund may be subject to Watch List status at
the discretion of the Committee. A fund may be placed on Watch List status for a period between
six months and eighteen months. Prevailing circumstances may decrease or increase the length of
time a fund remains on Watch List status; however, the Committee may terminate a fund as soon
as practicable without Watch List status if it believes that termination is in the best interest of the
Plan participants.
Watch List Status Action Steps:
The following steps should occur for Watch List funds:
1) Once a fund is formally notified of its Watch List status, a meeting with the fund will
take place either in person or by teleconference. The Committee may designate the
Investment Consultant, or one or more Committee representative(s) to conduct this
meeting and report back to the Committee. The fund has an opportunity to explain the
recent underperformance or other matters that resulted in Watch List status, and any
action plan to help remedy the poor performance and/or the qualitative concern(s).
2) A fund on Watch List status must report at least quarterly to the Investment
Consultant or designated Committee member(s). Examples of issues that may be
included in such reports are as follows:
a)
b)
c)
d)
e)
f)

Status update on action plan, if appropriate
Personnel
Process
Investment strategy
Performance review
Portfolio characteristics

3) The Committee may terminate a fund at any time during the Watch List status period.
4) A fund may be terminated if the Committee has lost confidence in the fund’s ability
to:
a)
b)
c)
d)

Improve performance
Improve qualitative circumstances with stable performance
Maintain an expected investment style
Comply with reporting requirements

7

Revised August 6, 2020

Page 85 of 108

X.

FUND TERMINATION

The Committee recognizes that fund terminations have unique circumstances such as the level of
assets, number of participant accounts, similar replacement funds within the current investment
options menu, etc. which may result in different action plans for termination. Upon a decision to
terminate a fund, the Committee shall review the circumstances to deliberately decide on a
prudent and reasonable process for termination and replacement of the terminated fund. All plan
participants will be notified before the fund transition occurs.

XI.

REVIEW/CHANGES TO THE INVESTMENT POLICY STATEMENT

The Investment Policy Statement for the Plan is the responsibility of the Committee. The overall
Policy will be reviewed periodically by the Committee. Any changes or amendments to the
Policy may be made at any time and must be approved by the Committee.

1.

GUIDELINE APPROVAL

The above Investment Guidelines and Objectives for the University of Wisconsin Medical
Foundation Retirement Plan were hereby approved and adopted by the following:

UNIVERSITY OF WISCONSIN MEDICAL
FOUNDATION, INC.

By: _____________________________________
Chief Administrative Officer
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EXHIBIT 1
INVESTMENT FUND CHOICES & BENCHMARKS TO MEASURE PERFORMANCE
Revised: August 6, 2020
Asset Class/ Fund Name
U.S. Equity
Fidelity 500 Index
Fidelity Contrafund
Fidelity Mid Cap Index
Fidelity Small Cap Index
International Equity
Dodge & Cox International Stock

Fidelity International Index
Fidelity Emerging Markets Index
Fixed Income
Fidelity US Bond Index
DoubleLine Core Fixed Income
Fidelity Inflation-Protected Bond Index
Stable Value/Money Market
Dreyfus Treasury Prime Institutional Cash
Mgmt
PIMCO Stable Income

Balanced
Dodge & Cox Balanced
Inflation Hedging/Real Assets
PIMCO Inflation Response Multi-Asset
Institutional

Target Retirement Date
Vanguard Target Retirement Trust Series

Benchmark Index

Peer Group

S&P 500 Index
RVK: Russell 1000 Growth Index
Manager Stated: S&P 500 Index
Russell Mid Cap Index
Russell 2000 Index

U.S. Large Cap Core Equity

RVK: MSCI ACW Ex US Index (Net)
Manager Stated: MSCI EAFE Index
(Net)
MSCI EAFE Index

International Large Cap Core Equity

MSCI Emerging Markets Index

Emerging Markets Equity

Bloomberg US Aggregate Bond Index
Bloomberg US Aggregate Bond Index
Bloomberg US Treasury: US TIPS
Index

U.S. Broad Market Core Fixed Income
U.S. Broad Market Core Fixed Income
U.S. TIPS

ICE BofA ML 3 Month US T-Bill
Index
RVK: Hueler Stable Value Index
(EWA)
Manager Stated: Lipper Money
Market Fund Index

U.S. Taxable Money Market

70% S&P 500/30% Bloomberg US
Aggregate Bond Index

All Mixed-Asset Target Allocation
Funds

45% B TIPS / 20% Bloomberg
Cmmdty / 15% JPM Emg Local Mkt /
10% DJ US Sel REIT / 10%
Bloomberg Gold Sub Index

N/A

Vanguard Target Retirement
Composite Index

Mixed-Asset Targets
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U.S. Large Cap Growth Equity
U.S. Mid Cap Core Equity
U.S. Small Cap Core Equity

EAFE Core Equity
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RVK DC Legislative & Regulatory Overview
August 17, 2020

Overview
The goal of the 2020 RVK Defined Contribution Regulatory & Legislative
Overview is to provide plan fiduciaries with an update on recent rules,
regulations, legislation, and litigation that have impacted or have potential to
impact defined contribution (DC) plan sponsors and participants.

Contributors:
Sarah Boctor, CFA

Stephen Budinsky
When the SECURE Act passed the House of Representatives in May 2019 with
Jamie Pritchard
significant bipartisan support, many observers thought that it would quickly
complete the legislative process and become law. Despite near universal
Corry Walsh
support, the bill soon became bogged down in the Senate. As hopes dimmed
Elise Willey
for its near-term passage, an opportunity arose through larger budget
negotiations, and the bill passed in late December 2019. However, before DC
plan sponsors and service providers could fully absorb the significant new legislation, the COVID-19
pandemic struck. The significant economic challenges of the pandemic led to the swift passage of the
CARES Act in March, providing new options for participants amidst significant market volatility. Although
the Department of Labor (DOL) and Internal Revenue Service (IRS) have been focused on the many
challenges of the pandemic, progress has still been made on the guidance necessary for plans to
implement the SECURE Act. With the 2020 federal elections approaching, additional retirement
legislation is unlikely to pass this year, but previously proposed bills, such as the Portman-Cardin
sponsored “Retirement Security & Savings Act” provide a potential blueprint for additional bipartisan
reforms in an otherwise mostly divided Congress.
The past year has also seen substantial activity on the regulatory front for DC plans and their
participants. The Securities and Exchange Commission’s (SEC’s) Regulation Best Interest (Reg BI) rule
package, passed in June 2019, went into effect at the end of June 2020, and the DOL is now following
with its own fiduciary rule intended to replace the 2016 rule that was vacated in 2018. With an eye
towards completing as many regulatory changes as possible before the election, the DOL recently
finalized a new e-delivery safe harbor and proposed a regulation intended to limit the use of
environmental, social, and governance (ESG) investments in plans subject to the Employee Retirement
Income Security Act (ERISA). The DOL also joined a larger push by the administration to expand access
to private investments through a private letter ruling that provided a framework for plan sponsors that
would like to include private equity in DC plans through target date funds or similar investments.
The last twelve months have continued to be filled with a significant volume of DC plan litigation. Despite
a temporary slowdown due to the pandemic, the plaintiff’s bar remains active, and plan sponsors have
been subject to lawsuits alleging breaches of fiduciary duty in a variety of methods. The ongoing effects
of the pandemic could provide additional avenues for future suits, and cybersecurity has also emerged
as a new trend for plan sponsors to be mindful of. In addition, the US Supreme Court recently decided
two cases with implications for DC plan sponsors.
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RVK DC Regulatory & Legislative Overview
August 2020

Recent and Upcoming Retirement Legislation
The SECURE Act:
The Setting Every Community Up for Retirement Enhancement (SECURE) Act was signed into law on
December 20, 2019 by President Trump as an attachment to a larger omnibus spending bill1, and aims
to expand savings and participation in retirement savings plans. The bill is the most significant
retirement plan-related legislation since the passage of the Pension Protection Act in 2006. Some of the
key provisions include:
•
•
•
•
•
•
•
•

New rules allowing unrelated employers to participate in multiple employer plans (MEPs) or
pooled employer plans (PEPs)2
An increase in the automatic enrollment safe harbor cap from 10% to 15% after the first year3
New tax credits for small employers offering DC plans4
Changes encouraging the use of lifetime income options5
New rules allowing long-term part-time employees increased participation6
A new distribution option for the birth or adoption of a child7
A delay in the required minimum distribution (RMD) age from 70 ½ to 728
Allowing in-service withdrawals at age 59 ½ for governmental 457(b) plans and 401(a) pension
plans (including money purchase pension plans)9 10

SECURE Act Regulatory Updates
While PEPs and other MEPs were allowed by provisions of the SECURE Act, this new plan structure is
still in the early days of development, and questions remain as to how these plans can operate in a
compliant manner. On June 17, 2020, the DOL filed a request for information (RFI) seeking to gather
data it can use to develop guidance for such plans. The focus of the RFI’s 14 questions include topics
such as:
•
•

Pooled Plan Providers (PPPs) that would serve as the plan fiduciary
Conflicts of interest a PPP may face
1

Hamburger, Paul M. et al. Proskauer. New Year, New World: A Short Guide to the SECURE Act for
Retirement Plan Sponsors and Administrators. Employee Benefits & Executive Compensation Blog.
January 7, 2020.
2 Further Consolidated Appropriations Act, 2020, Division O, §101. H.R. 1865, 116th Cong. 2019.
3 Ibid. §102
4 Ibid. §104 & §105
5 Ibid. §109, §203, & §204
6 Ibid. §112
7 Ibid. §113
8 Ibid. §114
9 Although not technically part of the SECURE Act, the change to in-service withdrawals occurred as part of
the same omnibus appropriations bill and has been grouped with the bill’s overall retirement changes.
10 Further Consolidated Appropriations Act, 2020, Division M—Bipartisan American Miners, §104. H.R.
1865, 116th Cong. 2019.

2

www.RVKInc.com

Portland

Boise

Chicago

New York

Page 90 of 108
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•
•
•
•

Fees and revenue sources associated with such a plan structure
The types investment options available in a PEP or MEP
The size and number of employers likely to join
Prohibited transaction exemptions

Although the DOL is not expected to file a PEP regulation until later in 2020, some organizations have
already begun moving forward on creating PEPs. However, these programs cannot launch until the DOL
finalizes a registration process.11
On June 23, 2020, a provision in IRS Notice 2020-51 provided relief to recordkeepers who had already
sent notification to account holders who would have been required to take an RMD under the law prior to
the passage of the SECURE Act. 12
Additional regulatory guidance is expected on other provisions of the SECURE Act. For example, some
recordkeepers have indicated that guidance is necessary on certain operational aspects of the provision
allowing partial withdrawals due to the birth or adoption of a child. The SECURE Act also requires the
DOL to issue a regulation no later than December 20, 2020 that details the assumptions that plan
administrators must use when providing lifetime income disclosures.13 Further guidance may be
provided regarding other provisions as well.
The CARES Act
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security (CARES) Act was signed into
law by the President as a part of the federal government’s response to the COVID-19 pandemic that has
caused significant hardship for many Americans. While the law’s primary focus was a number of
provisions intended to provide economic relief for struggling families and businesses, there were a few
sections directly related to DC plans.
One provision allows qualified individuals to request Coronavirus Related Distributions (CRDs) of up to
$100,000 from DC retirement plan(s) through December 31,2020, regardless of employment status or
eligibility for other distribution types. This distribution is available to anyone who has been diagnosed
with COVID-19, has a spouse or dependent diagnosed with COVID-19, or has suffered financially as a
result of the pandemic. Unlike regular hardship distributions, a participant may spread the taxation out
over a three-year period, and the CRD may be repaid within three years as a rollover.14
Another provision of the CARES Act allows plan sponsors to temporarily expand the current retirement
plan loan limit to the lesser of $100,000 or 100% of a qualified individuals’ account balance through 180

11

Correia, Margarida. Pension & Investments. Firms Reading for PEP Launce Despite the Lack of DOL
Rules. July 13, 2020.
12 U.S. Internal Revenue Service. Notice 2020-51. Guidance on Waiver of 2020 Required Minimum
Distributions. June 23, 2020.
13 Kreps, Michael et al. Groom Law Group. Lifetime Income Provisions Under the SECURE Act. Groom
Benefits Brief. February 6, 2020.
14 Coronavirus Aid, Relief, and Economic Security Act, §2103. S. 3548, 116th Cong. 2020.

3

www.RVKInc.com

Portland

Boise

Chicago

New York

Page 91 of 108

RVK DC Regulatory & Legislative Overview
August 2020

days after enactment. Additionally, qualified individuals are allowed to delay repayment for up to one
year through December 31, 2020, although interest will accrue on all deferred payments.15
A third provision waives all 2020 required minimum distributions (RMDs) for DC plans. This provision
was implemented to prevent participants from being forced to take a distribution during a time of
extreme market volatility.
CARES Act Regulatory Updates
As a result of the quick passage of the CARES Act, there were some outstanding administrative
questions, which have led to regulatory updates that further clarified provisions of the law and have
provided some deadline relief16.
IRS Notice 2020-50, released on June 19, 2020, expanded the definition of a “qualified individual” to
include a wider array of people who have been impacted financially as a result of COVID-19. As a result,
CRDs and loans are accessible to more people such as the self-employed, those who had job offers
rescinded or delayed, and those whose spouse or member of a shared household have experienced a
loss of income. The Notice also clarified when CRDs were eligible for repayment (e.g., a hardship
distribution that qualifies as a CRD is eligible), and it stated that rollover-eligible CRDs could be repaid to
any plan that accepts rollover contributions. In addition, the Notice provided a safe harbor that plans
could use to administer the CARES Act loan suspension provision (and acknowledged that alternative
methods of administration existed).17
IRS Notice 2020-51 provided further guidance about the CARES Act provision that waived RMDs for
certain retirement plans. The Notice clarified that the waiver applies to RMDs for participants with a
required begin date of April 1, 2021 and provided additional guidance for the calculation and payment of
beneficiary RMDs. For RMDs that had already been paid, the IRS extended the typical 60-day rollover
deadline to August 31, 2020. Finally, the Notice provided a sample 2020 RMD waiver plan
amendment.18
Potential Future Retirement Legislation
Follow-up to the CARES Act
The passage of the CARES Act in late March gave much-needed support to Americans and businesses
affected by the ongoing COVID-19 pandemic, but as many of its economic stimulus provisions end on
July 31, both houses of Congress have been considering another round of federal support to the
economy.

15

Ibid.
U.S. Internal Revenue Service. Notice 2020-18. March 20, 2020; Notice 2020-23. April 9, 2020.
17 Anderson, Austin et al. Ice Miller. Additional IRS Guidance for CARES Act Loans, Coronavirus-Related
Distributions and Required Minimum Distributions. Ice on Fire Insights. June 29, 2020.
18 Thomas Dold, Elizabeth et al. Groom Law Group. IRS Guidance on 2020 Required Minimum Distribution
Waivers and More. Groom COVID-19 Resource. June 25, 2020.
16
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The Heroes Act was passed by the Democratic-led House of Representatives on May 15, 2020. While
the new bill again focuses on economic stimulus for struggling families and businesses, it includes a few
DC plan-related provisions that build upon those in the CARES Act:
•
•
•
•

Extends the CARES Act RMD waiver to also include 2019 RMDs19
Waives the 60-day rollover rule for RMD distributions through November 30, 2020 20
Affirms that participants can self-certify eligibility for the CARES Act loan provisions21
Permits money purchase pension plan participants to request CRDs22

The Senate, where Republicans hold a majority, recently released its own proposal for an additional
round of COVID-19-related support, which generally included less focus on retirement plans. However,
the larger relief situation has been further clouded by recent Executive Orders and a legislative
stalemate, and it is unclear if compromise legislation will emerge. If additional legislation is completed,
some of the proposals in the HEROES Act listed above, which are generally not considered
controversial, could be included.
Follow-up to the SECURE Act
In May 2019, Senators Portman (R-OH) and Cardin (D-MD) introduced The Retirement Security &
Savings Act (also known as the “Portman-Cardin” retirement legislation) with the goals of expanding
coverage and retirement savings, preserving post-retirement income, and simplifying plan rules.23 While
some of the goals of their bill were addressed in the SECURE Act, there remain several provisions that
continue to be discussed as part of a potential “SECURE 2.0” bill. Some key provisions include:
•
•
•
•

•
•

New safe harbor provisions that would allow employers to set an auto-deferral rate at 6% instead
of 3%
Increased catch-up contributions for participants over age 60
Allowing employers to make matching retirement contributions based on employees’ student loan
payments
Creating a “government match” scheme for lower-income individuals by directing a Saver’s Credit
refund directly into a retirement account, and by increasing the current Saver’s Credit income
threshold
A further increase of the RMD age to 75
Allow certain 403(b) plans to invest in Collective Investment Trusts (CITs)

Legislation allowing CITs in 403(b) plans is also gaining steam outside of the Senate. In March, a
bipartisan group of members of congress introduced a standalone bill in the House that would do just
that.24 Unlike 401(k) and governmental 457(b) plans, 403(b) plans have historically not been able to
19

The Heroes Act, §40301. H.R. 6800, 116th Cong. 2020.
Ibid. §40302
21 Ibid. §40303
22 Ibid. §40305
23 Retirement Security and Savings Act of 2019. S. 1431, 116 th Cong. 2019.
24 Public Service Retirement Fairness Act of 2020. H.R. 6257, 116 th Cong. 2020.
20
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invest in CITs. Due to different regulatory requirements, CITs tend to have lower fees than comparable
mutual funds for plans that have enough investable assets, and proponents of the measure note that
such a move would improve 403(b) plan participants’ access to low-cost, diversified investment options.
However, there is typically less publicly available information for CITs, and arguments have been made
that the expansion of CITs to 403(b) plans could be strengthened by limiting access to CITs available to
401(k) plans, which are covered by ERISA.25
During an election year, and with both houses of congress focused on passage of new coronavirusrelated stimulus, it appears unlikely that additional retirement reform legislation will see passage during
the 2019-2020 session; however, it is likely that many of these proposals will be a part of future
legislative debates. Plan sponsors may want to familiarize themselves with the pending legislation and
work with their local representatives to encourage passage of beneficial provisions.

DOL and SEC Regulation Activity
SEC Regulation Best Interest and Form CRS Implementation
In June 2019, the SEC finalized its Reg BI and Form CRS rules. The new regulations created a new
“best interest” standard of conduct for broker-dealers to follow when working with retail investors as well
as a new standardized relationship summary document for both broker-dealers and investment advisers
to use with retail investors. When the rules were finalized, the SEC set a compliance date of June 30,
2020. Despite the ongoing pandemic, the SEC confirmed in early June of this year that the compliance
date would stand, and the regulations are now officially in effect.26 However, the SEC did state in April
that initial compliance examinations would focus on assessing whether or not firms have made a good
faith effort to comply with the new rules.27
Now that Reg BI and Form CRS have gone into effect, firms have begun operating under the new
standards. With the change, rollover recommendations are now subject to the best interest standard.
Firms have also begun to distribute their Form CRS disclosures. In a statement posted at the end of
July, the SEC said that while many firms had provided simple, clear disclosures, others were missing
information or could be otherwise improved. The SEC indicated that it would provide engagement and
feedback with firms as needed.28 It remains to be seen whether these rules will achieve their goals in
improving outcomes for retail investors.
Although Reg BI covers the relationship between the broker-dealer and the participant directly, DC plan
sponsors should look to understand whether their recordkeeper, or another service provider, is providing
advice and recommendations to participants, or just education. If participants are receiving advice and
recommendations, plan sponsors may want to ensure that they understand and are comfortable with
25

Sethi, Jasmin et al. Morningstar. CITs: A Welcome Addition to 403(b) Plans. Morningstar Policy
Research. June 2020.
26 U.S. Securities and Exchange Commission. Confirmation of June 30 Compliance Date for Regulation
Best Interest and Form CRS. Public statement. June 15, 2020.
27 U.S. Securities and Exchange Commission. Press Release 2020-82. April 7, 2020.
28 U.S. Securities and Exchange Commission. Statement by the Staff Standards of Conduct Implementation
Committee Regarding New Form CRS Disclosures. Public statement. July 27, 2020.
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these services. In order to complete this analysis, plan sponsors may consider reviewing the standard
under which advice is being given, the types of recommendations being given (e.g., distributions,
investments, financial planning, etc.), fees being assessed, and the policies and procedures that the
provider is using to maintain compliance with the new rules. They may also want to scrutinize any
limitations or conflicts of interest—including the availability of proprietary products—present with the
advice. RVK stands ready to assist our DC plan sponsors in understanding the services being provided
in concert with the plan’s legal counsel.
DOL Fiduciary Rule Replacement
On June 29, 2020, right before the SEC’s Reg BI went into effect, the DOL proposed a new fiduciary
rule package intended to replace the 2016 rule that was vacated by the 5th Circuit Court of Appeals in
2018, including a new prohibited transaction exemption. The proposed rule would replace the 2018-02
Field Assistance Bulletin that had implemented a temporary non-enforcement policy for investment
advice fiduciaries working in good faith under the vacated Best Interest Contract (BIC) exemption from
the 2016 rule.29
With the official notice of court vacatur, the 1975 “five-part test” for determining fiduciary status is
formally reinstated. Under this test, to be considered as giving “investment advice,” a financial institution
or investment professional that is not otherwise a fiduciary must:
i.
ii.
iii.
iv.
v.

“render advice as to the value of securities or other property, or make recommendations as to the
advisability of investing in, purchasing, or selling securities or other property
on a regular basis
pursuant to a mutual agreement, arrangement, or understanding with the Plan, Plan fiduciary or
IRA owner that
the advice will serve as a primary basis for investment decisions with respect to Plan or IRA
assets, and that
the advice will be individualized based on the particular needs of the Plan or IRA.”30

Any individual or organization that meets the test and receives direct or indirect compensation is
considered a fiduciary under ERISA and the Code.
In the preamble to the proposed rule, the DOL provides some commentary on its interpretation of the
five-part test. Under previous guidance from 2005, the DOL had taken the position that a
recommendation to rollover from a retirement account to an IRA would not be considered investment
advice. However, the DOL states that this original advice was incorrect, and that rollover
recommendations are generally investment advice, especially if advice has been given for other
accounts or if advice is expected to be given following the rollover. The DOL also asserted that advice

29

Breyfogle, Jon et al. Groom Law Group. DOL Proposes a New Fiduciary Investment Advice Exemption.
Groom Benefits Brief. July 2, 2020.
30 U.S. Department of Labor, Employee Benefits Security Administration. Improving Investment Advice for
Workers & Retirees. Proposed rule. 85 FR 40834. July 7, 2020.
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does not have to be “the” primary basis for a decision, but rather “a” primary basis, and that the
existence of a “mutual agreement” is based on the reasonable understanding of the parties.31
A person who is a “fiduciary”, including an investment advice fiduciary per the five-part test above, is
subject to ERISA’s prohibited transaction rules, which generally prevent the fiduciary from engaging in
certain transactions, especially principal transactions, without having a prohibited transaction exemption.
The prohibited transaction exemption within the DOL’s proposed rule is intended to provide relief for
investment advice fiduciaries to receive compensation that would otherwise be considered “conflicted”
as long as certain conditions are met, similar to the goal of the BIC exemption.32 Investment advice
providers which are robo-advice providers, and advisors that have discretion would not be covered by
the proposed exemption.33
In order to obtain exemption relief, the investment advice provider must adhere to the Impartial Conduct
Standards:
•

Best Interest Standard: The adviser must provide advice that meets a “Best Interest” standard,
where the advisers interest must not be placed ahead of the participant. This standard is intended
to align with the SEC’s Reg BI standard. The Best Interest standard is less stringent than the
2016 Rule’s BIC exemption, which said that advice should be provided “without regard to” the
adviser’s interest.

•

Reasonable Compensation Standard: The transaction must not generate unreasonable
compensation for the adviser, but the lowest cost option does not need to be selected.

•

Best Execution Standard: The adviser must achieve the best execution under the circumstances,
which the DOL explains is intended to align with existing execution standards of FINRA and other
organizations.

•

No Materially Misleading Statements Standard: The adviser must not make materially misleading
statements.

In addition, the advisor must provide the individual receiving advice with a written acknowledgement of
its fiduciary status and as well as a description of services and any material conflicts of interest. The
DOL notes that this disclosure does not create a private right of action for the participant, another
departure from the 2016 rule. The financial institution must maintain written policies and procedures
designed to ensure compliance with the Impartial Conduct Standards. 34 Provided that these conditions
are met, an investment advice fiduciary may receive “conflicted” compensation, including 12b-1 fees,
sales loads, and revenue sharing. A fiduciary qualifying for the exemption can also engage in “riskless”

31

Dickstein, Beth J. et al. Sidley Austin. The Once and Future DOL Fiduciary Rule: A Redux with a
Proposed Prohibited Transaction Exemption. Employee Benefits Update. July 1, 2020.
32 Bogner, Ira G. et al. National Law Review. New DOL Fiduciary Rule Package: What You Really Need to
Know. July 13, 2020.
33 Breyfogle, Jon et al. Groom Law Group. DOL Proposes a New Fiduciary Investment Advice Exemption.
Groom Benefits Brief. July 2, 2020.
34 Ibid.

8

www.RVKInc.com

Portland

Boise

Chicago

New York

Page 96 of 108

RVK DC Regulatory & Legislative Overview
August 2020

and other “principal transactions” where the advice provider conducts purchases and sales with its own
inventory.35
The proposed rule is subject to a 30-day comment period beginning with its publication in the federal
register. It is unclear when the rule might be finalized, but it is expected that the DOL will attempt to do
so this year. If the rule is not finalized, it is likely to see significant change under a different
administration. However, by this point in the year, any rules that are finalized could be subject to
reversal through the Congressional Review Act.
The newly proposed DOL fiduciary rule represents a much less stringent version of its previous fiduciary
rule that aligns with the SEC’s Reg BI (although arguably goes further in some aspects) and is
significantly easier for service providers to comply with. As with the criticism of Reg BI, it remains to be
seen whether this proposed rule would provide adequate protections to individual investors who are
looking to obtain advice. In the aftermath of the 2016 fiduciary rule being vacated, several states sought
to increase fiduciary protections for investors, and such efforts may continue. RVK continues to closely
monitor the situation and will provide further updates as warranted. Despite all of the recent regulatory
action by the DOL and the SEC, it is likely that fiduciary advice will continue to be a topic in the years to
come.
DOL New Electronic Delivery Safe Harbor
On May 27, 2020, the DOL published a final rule that created a new safe harbor that plan sponsors can
use to electronically deliver required notices to plan participants, which became effective on July 27.36
The rule is optional for plan sponsors to adopt, and it is available in addition to the 2002 safe harbor,
which permits electronic delivery to participants who affirmatively consent to it or have electronic access
as an integral part of their core job duties.37 Plan sponsors can take advantage of one or both safe
harbors for different groups of participants as necessary. The rule only applies to plans subject to
ERISA, but governmental plan sponsors may find it useful in meeting their fiduciary obligations.
Individuals who provide an electronic address or are assigned one as part of their employment duties
(i.e., not solely distributed for the purpose of receiving retirement plan notices) can be covered by the
new safe harbor. Plan administrators must ensure that addresses remain valid after termination or revert
to paper delivery, as well as take remedial action if an electronic notice is undeliverable. According to
the rule, plan administrators must also take reasonable steps to ensure that the website remains
available to participants, and that personal information stays secure.
Before a plan sponsor can transmit electronic disclosures under the new rule, eligible participants must
first receive a paper notice stating that future disclosures will be made electronically. The paper notice
must identify the electronic address that will be used, provide instructions for retrieving electronically
35

Bogner, Ira G. et al. National Law Review. New DOL Fiduciary Rule Package: What You Really Need to
Know. July 13, 2020.
36 U.S. Department of Labor, Employee Benefits Security Administration. Electronic Disclosure Safe harbor
for Retirement Plans. Fact sheet. May 21, 2020.
37 Anderson, Austin et al. Ice Miller. DOL Issues Final Rule on Electronic Delivery. Ice on Fire Insights. May
27, 2020.
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disclosed documents, and describe the individual’s right to opt out and receive paper delivery at no
additional charge.38 After the initial paper notice has been received, electronic disclosures may be made
through a Notice of Internet Availability (NOIA). The NOIA must prominently state that it is a retirement
plan disclosure, provide a description of the document, list where it can be found, and describe the
participant’s ability to opt out of electronic delivery. Electronically delivered documents must continue to
be available online for one year or until superseded by a new version. Instead of providing a website
link, plan administrators using the disclosure may also provide the disclosure in the body of or as an
attachment to an email.
Notably, the rule allows for electronic delivery via mobile applications. Increase use of mobile apps could
allow for additional engagement with plan participants, including communication regarding plan features
or investment education, as well as facilitating the use of two-factor authentication of accounts.39
Plan sponsors should note that the new rule currently applies to retirement plan documents required by
ERISA and monitored by the DOL—not IRS required disclosure documents. It is possible that the IRS
may allow notices required by the Code to be delivered in this manner, but it has not done so.
The finalization of the rule provides an opportunity for plan sponsors to review their current use of paper
and electronic delivery and determine if there would be a benefit to considering using of the safe harbor.
If there may be a benefit, plan sponsors should work with their recordkeeper to implement the changes.
Plan sponsors with large populations that had significantly relied on paper forms may also find that the
reduction of paper notices and associated mailing costs may have an impact on recordkeeping fees.
However, plan sponsors should also be aware that the DOL has implemented a “good faith” relief from
certain disclosure requirements due to the ongoing COVID-19 pandemic through EBSA Disaster Relief
Notice 2020-01. As this temporary relief policy has fewer requirements than the new safe harbor, plan
sponsors may want to consider relying on this guidance until it expires before transitioning to the new
rule.40
DOL Proposed ESG Regulation
On June 23, 2020, the DOL issued a Notice for Proposed Rulemaking titled “Financial Factors in
Selecting Plan Investments.” The proposed regulation aims to clarify and codify previous guidance for
ESG investments in plans governed by ERISA. A 30-day comment period followed the proposal’s
issuance.
The proposed regulation affirms that the plan sponsor’s duty of loyalty and prudence under Section
404(a)(1) of ERISA is to only take pecuniary (i.e., monetary) factors into account in the selection and
monitoring of investments. The DOL’s proposal confirms that a fiduciary may not prioritize non-financial
goals over the retirement income security interests of plan participants and beneficiaries. As part of the
review process, a new provision requires fiduciaries to also specifically consider how an investment
compares to available alternatives. The addition serves to focus fiduciaries on the importance of
38

Ibid.
Del Conte, Michael et al. Groom Law Group. DOL Finalizes Safe harbor Regulation for Retirement Plan
Electronic Disclosures. Groom Benefits Brief. May 29, 2020.
40 Ibid.
39
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pecuniary factors over the potential distraction of non-financial factors.41 There have been some
concerns raised that this process may be more prescriptive than existing guidance in certain aspects,
which could potentially increase litigation risk for plan sponsors, even for those that don’t invest in ESG
funds.42
While the proposed regulation acknowledges that ESG factors may have an economic impact, it
stresses the importance of these factors being used only as standard economic criteria that a qualified
investment professional would consider as part of generally accepted investment theory. The proposed
regulation notes that while non-financial factors may still be used in a tie-break scenario (as previously
asserted in the prior sub-regulatory guidance), the DOL expects a true tie would occur only very rarely.
Moreover, the agency states that the process of using ESG as a tie-breaker must be appropriately
documented.43
In addition, the proposed regulation lays out specific considerations for the use of ESG investments in
DC plans. ESG investments may be included in the plan if the fund is well-managed, adequately
diversified, and selected and monitored through a prudent process which only considers risk and return
objectives, as laid out in Section 404(a)(2). These factors should be documented. Finally, the new rule
would codify the DOL’s current position that ESG cannot be included in qualified default investment
alternatives (QDIAs), which could especially impact plans that used a managed accounts service as the
QDIA.44
The proposed rule is widely seen as a signal of the current DOL’s significant skepticism towards ESG
investments.45 The proposal’s introduction provides an unsubtle appraisal of the agency’s view on the
current ESG marketplace: “[T]he growing emphasis on ESG investing may be prompting ERISA plan
fiduciaries to make investment decisions for purposes distinct from providing benefits to participants and
beneficiaries and defray reasonable expense of administering the plan.”46 In a separate but concurrent
move, the DOL has recently sent some plan sponsors and consultants with ESG-themed investments
requests for detailed documentation supporting the choice.
Given the DOL’s stance, sponsors of plans subject to ERISA that are interested in ESG investments
should work closely with plan legal counsel to determine an appropriate path, and all plan sponsors
should be aware that this rule could change current legal precedents for fiduciary investment decisionmaking. At this point, the timing of a final rulemaking is uncertain. Furthermore, the DOL’s stance on

41

Adams, Nevin E. National Association of Plan Advisors. EBSA Proposal Pours Some Cold Water of ESG
Enthusiasm. June 24, 2020.
42 DCIIA Comment Letter on ESG proposed rule:
https://cdn.ymaws.com/dciia.org/resource/resmgr/resource_library/DCIIA_Comment_Letter_Financi.pdf
43 Jewett, William et al. Ropes & Gray. DOL Proposes Rule to Severely Restrict ESG Consideration in
Selecting ERISA Plan Investments. Newsroom Alerts. June 26, 2020.
44 Bogner, Ira G. et al. Proskauer. Department of Labor Proposal Would Curtail ESG Investing. Employee
Benefits & Executive Compensation Blog. July 1, 2020.
45 Cho, Erin, et al. Groom Law Group. DOL Proposes Rule to Crack Down on ESG. Groom Benefits Brief.
June 25, 2020.
46 U.S. Department of Labor, Employee Benefits Security Administration. Financial Factors in Selecting Plan
Investments. Proposed Rule. 85 FR 39113 Part 2550. June 23, 2020.
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ESG has frequently changed under different administrations, and it is entirely possible that a new
administration would look to halt, or reverse, the rule as currently written. Plan sponsors should also be
aware that the DOL’s actions may cause investment managers to reconsider their fund marketing
materials to more clearly emphasize the financial benefits of ESG.
DOL Private Equity Information Letter
On June 3, 2020, the DOL issued an Information Letter that provided the DOL’s first comments on the
use of private equity investments in DC plans. The letter was sent to Groom Law Group responding to
their request on behalf of two of their private equity investment manager clients, Pantheon Ventures L.P.
and Partners Group Inc. The letter stated that a plan sponsor would not violate its fiduciary duty by
including private equity in a diversified investment option such as a target date fund or other multi-asset
fund. The letter does not take a position on whether a participant can invest in private equity directly. 47
While the DOL notes that the evaluation of private equity as a component of an investment alternative
would be subject to the same considerations as other investment alternatives, it indicates that there are
differences in a fiduciary’s decision to include private equity in a DC plan compared to a defined benefit
plan due to the added complexity.48 The letter establishes a framework that a fiduciary could use when
considering private equity as a component of a multi-asset alternative in a plan. As part of this review,
the DOL states that fiduciaries should assess:
•
•
•
•
•
•

•

The impact of expected diversification and net of fees returns over the long-term
Whether fiduciaries have the skill to evaluate and monitor private equity investments, or if they
need to hire a qualified investment advisor
The size of the allocation to private equity within the multi-asset fund (the DOL noted the SEC
adopted a 15% limitation on illiquid assets in registered open-ended investment companies)
Whether liquidity and valuation considerations allow plan participants to take distributions
The ability to confirm that the private equity investment conforms with accounting standards and
audit it annually
Whether the long-term nature of private equity aligns with the plan’s population characteristics
such as current age, retirement age, employee turnover, and contributions and withdrawal
patterns
Whether the disclosures provided to participants are adequate to allow them to make an informed
decision. This is especially important if private equity is used in the QDIA.49

Although plan sponsors could (and have) previously included private equity and other alternative
investments to DC plans, the letter is notable in its establishment of a framework for fiduciaries to follow,
and how it can potentially be applied to alternative investments more broadly. The letter also aligns with

47

U.S. Department of Labor, Employee Benefits Security Administration. Information Letter 2020-06-03.
June 3, 2020.
48 Salkin, Barry et al. Wagner Law Group. DOL Offers Guidance to Fiduciaries Considering Private Equity
Investments in Defined Contribution Plans. ERISA & Employee Benefits. June 10, 2020.
49 Breyfogle, Jon et al. Groom Law Group. Department of Labor Guidance on Private Equity Adds Flexibility
for Defined Contribution Plans. Groom Resource. June 3, 2020.
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a broader push by the current administration to facilitate greater access to these products.50 However,
plan sponsors should be aware that an informational letter does not carry the same weight as a formal
safe harbor, and there have been no changes to existing regulations.51 At this time, it is not expected
that this letter will lead to a significant increase in private equity use by plan sponsors, though RVK
continues to monitor the situation.

Litigation Update
The past year has been fairly active with regards to DC plan litigation. Cases alleging fiduciary breaches
against plan sponsors continue to be brought. Recent months have seen litigation brought against
several prominent plan sponsors, although there have been reports of suits against smaller plan
sponsors as well. In the midst of this environment, the US Supreme Court heard and decided two cases
that impacted DC plans.
Due in large part to the pandemic and related shutdowns, new ERISA-related filings were nearly 25%
lower between the middle of March 2020 through June 2020 compared to same time period in 2019.
This is likely to have two primary impacts. First, once activity resumes, the courts are likely to see an
influx of backlogged ERISA filings, which are expected to represent a continuation of recent litigation
trends, including cases related to multiple vendors, improper investments, managed accounts,
proprietary funds, and, of course, excessive fees.
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Second, there is likely to be an increase in COVID-19 related cases. One potential source of COVIDrelated litigation comes from a heightened risk of stock drop cases. After the global financial crisis of
2008/2009, litigation related to company stock increased, and it is widely anticipated that this market

50

Longo, Tracey. Financial Advisor. DOL Approves Private Equity in 401(k)s, But Attorney Says Beware.
June 4, 2020.
51 Salkin, Barry et al. Wagner Law Group. DOL Offers Guidance to Fiduciaries Considering Private Equity
Investments in Defined Contribution Plans. ERISA & Employee Benefits. June 10, 2020.
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correction will exhibit a similar pattern. There may also be general litigation risk from the market
gyrations that caused participant losses, although these claims have generally been harder for plaintiffs
to win. It is important for plan sponsors to demonstrate that delineations between investment education
and advice are clear, and that they are demonstrating compliance with appropriate regulations. Plan
sponsors that are operating in a virtual environment should also look to replicate their traditional
fiduciary processes, such as continuing to meet regularly to evaluate the plan, allowing time for robust
discussion, engaging with service providers, ensuring that meeting minutes are kept, and otherwise
continuing to document the fiduciary decision-making process.
Another potential increase in cases could stem from an uptick in cybersecurity related incidents. With
the number of cyber theft incidents increasing generally, and the passage of the CARES act facilitating
access to retirement account funds for COVID-19 related loans and hardship distributions, plan
sponsors should be aware of the opportunity for cybercriminals to try to take advantage of participants.
Plan sponsors should work with their recordkeepers and other service providers to ensure that there are
appropriate processes and controls for keeping participant data safe.
Recent High-Profile Cases
Bartnett v. Abbott Laboratories et al.
Adding complexity to the challenge of combatting cybercrime is the question of who bears the fiduciary
responsibility to prevent data breaches, an issue brought to prominence in a recent case. An Abbott
Laboratories employee, Heidi K. Bartnett, is suing both her employer and the plan’s recordkeeper, Alight
Solutions, after an imposter stole $245,000 from her retirement account.
The suit alleges that both defendants failed to “use the care, skill, prudence, and diligence required of an
ERISA Plan fiduciary” and that they breached their fiduciary duties of loyalty and prudence by “causing,
allowing, or processing unauthorized distributions of Ms. Bartnett’s Plan account assets; failing to
confirm authorizations for distributions with Ms. Bartnett before making distributions; failing to provide
timely notice of distributions to Ms. Bartnett by telephone or email; failing to identify and halt suspicious
distribution requests, such as requests for multiple distributions to accounts in different banks; failing to
establish distribution processes to safeguard the Plan’s assets against unauthorized withdrawals; failing
to monitor other fiduciaries’ distribution processes, protocols, and activities; and related acts and
omissions.”52
On June 30, 2020, Abbott Labs and Alight Solutions both submitted motions to dismiss the case, each
arguing that the other party was at fault for the breach. In its motion, Alight argued that it did not hold
any power or discretion in distributing funds to participants, while Abbott claimed that it could not be
liable because the only factual allegations made by Ms. Bartnett were against Alight and that there were
no allegations that the process for selecting Alight was deficient. Accordingly, in addition to determining
whether the claim of fiduciary breach is plausible, the Northern District of Illinois must also decide
52

Mamorsky, Jordan. Wagner Law Group. Plan Sponsor and Service Provider Submit Dueling Motions to
Dismiss in Response to Data Breach Suit. ERISA & Employee Benefits. July 7, 2020.
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whether Abbott or Alight – or both – had a fiduciary duty regarding the stolen funds.53 The case will be
important to watch as it will likely provide clarity on the topic of fiduciary responsibility for an increasingly
common risk.
While the industry awaits clarification on the issues raised in this case, there are several actions plan
fiduciaries and service providers can take to increase protection against these risks. These include
thoroughly understanding the process to initiate plan withdrawals, educating participants on steps they
can take to limit cybersecurity risks, increasing collaboration between the plan fiduciary and
recordkeeper to protect information, and reviewing insurance coverage to ensure these events are
covered.54
IBM v. Jander
In a closely monitored stock drop case brought before the Supreme Court by Jander et al., the Supreme
Court decided to vacate judgement against IBM and remand the case back to the 2nd Circuit Court of
Appeals for consideration of additional arguments.55 The case focused on a standard established during
the widely-cited 2014 stock drop case, Fifth Third Bancorp v. Dudenhoeffer. The Dudenhoeffer standard
requires that a plaintiff that wishes to allege breach of duty of prudence against a plan fiduciary must
suggest an alternative course of action that a prudent plan fiduciary could have taken. Furthermore, this
alternative course of action could not violate securities laws nor be viewed by a prudent fiduciary as
causing “more harm than good” to the fund.
The specific question posed before the court in IBM v. Jander explored whether the harm caused by the
withholding of an inevitable adverse disclosure would increase over time to the point that it would violate
the Dudenhoeffer standard, resulting in a breach of prudence of care on the basis of insider information.
However, the petitioners (IBM ESOP fiduciaries and the Government) mostly avoided that question,
arguing instead that ERISA does not require an ESOP fiduciary to act on inside information and that a
requirement to disclose inside information would violate the guidance set forth by the Court relating to
conflicts with insider trading and corporate disclosure requirements.
As these arguments from the petitioners were not addressed in the lower courts, the Supreme Court
declined to entertain them but remanded the case to the Second Circuit so that it may determine
whether to entertain the additional arguments presented in the first place. The court’s decision means
that the issue is still alive and plan sponsors that maintain a company stock fund should remain aware
for any further developments.

53

Ibid.
Cole, Jim et al. Groom Law Group. New Lawsuit Alleges Fiduciary Breaches by Plan Sponsor and
Recordkeeper for Quarter Million Dollar Cybertheft. COVID-19 Resource. April 16, 2020.
55 IBM v. Jander, No. 18-1165. January 14, 2020.
54
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Intel v. Sulyma
A ruling that makes it easier for ERISA beneficiaries to file suit against fiduciaries was decided
unanimously by the Supreme Court in the case of Intel v. Sulyma.56 The case focused on ERISA’s
statute of limitations language, which requires a plaintiff to file allegations of a fiduciary breach within
three years of “actual knowledge” of information related to the alleged breach. The original complaint
argued a breach of fiduciary duty in allowing “imprudent” alternative investments within the plan’s QDIA.
Although Sulyma filed suit more than three years after Intel sent disclosures containing information
about the investments and had accessed electronic portals multiple times within the timeframe, he
argued that he did not look at disclosures related to the investments or could not remember reading
them. Accordingly, he argued that he had no “actual knowledge” of the information related to the alleged
breach. The Supreme Court’s decision focused on the definition of “actual knowledge,” citing previous
rulings related to ERISA language, standard and legal dictionaries, and other congressional usage of the
word “actual.” Ultimately, the Court ruled that Sulyma did not obtain “actual knowledge” through the
dissemination of these disclosures and that the information was obtained within the statute of limitations.
In general, the Supreme Court ruling makes it easier for ERISA beneficiaries to file suit against
fiduciaries going forward. Despite the apparent challenges with proving exactly when a plan participant
acquired “actual knowledge” of a disclosure, there are steps plan fiduciaries can take to ensure delivery,
or at least acknowledgement of delivery, of plan disclosures. For instance, the DOL’s new electronic
delivery safe harbor discussed above could make it easier for plan sponsors to leverage technology
when sending plan disclosures, specifically by allowing the usage of mobile applications and other
technologies beyond email.57 This could allow plan fiduciaries to better track a participant’s engagement
with a plan disclosure via the usage of features that require a participant to scroll through disclosures
and electronically acknowledge receipt.58 While the rule is still new, and accordingly its usage to ensure
receipt of disclosures has not been tested in court, it does provide an additional tool to help fiduciaries
ensure plan participants are informed.

56

Intel v. Sulyma, No. 18-1116. February 26, 2020.
Del Conte, Michael et al. Groom Law Group. DOL Finalizes Safe Harbor Regulation for Retirement Plan
Electronic Disclosures. Groom Benefits Brief. May 29, 2020.
58 Earle, James E. et al. Troutman Pepper. Planning Opportunities After the Supreme Court’s Decisions in
Intel Corp. Investment Policy Committee et al. v. Sulyma. March 12, 2020.
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Disclaimer
The views expressed in this commentary reflect those of RVK, Inc. (RVK) as of the date of this
commentary. These views are subject to change at any time based on market, industry, regulations, or
other conditions, and RVK disclaims any responsibility to update such views. Nothing in this
commentary is intended as legal or tax advice. In preparing this commentary, we have used sources
that we believe reliable but cannot guaranty their accuracy.
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