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June 6, 2012

Tara Hagan
Nevada Deferred Compensation Committee

ftis with great pleasure that | write this letter of recommendation for the Nevada Deferred
Compensation Committee to continue to retain ING as a 457 Traditional IRA and Roth IRA
provider. | currently have both types of 457 IRA’s with IRA worth over 1 million dollars. | have
been with NSHE for over 35 years as a full-time professor. There are two major reasons |
encourage this committee to retain ING as a provider for these accounts:

First, the customer service has been absolutely outstanding. | currently have accounts with
Fidelity, Schwab and Scottrade and none of them come close to the exceptional customer
service and individual counseling and immediate response from the team of ING. | have been
investing for over 35 years and it truly have had exceptional service from ING and beyond
doubt they are the best | have ever encountered in this area.

Second, ING provides numerous mutual funds from some of the top major mutual fund
companies around the country such as Fidelity, Vanguard, T Row Price and Dodge and Cox to
name just a few. ING allows 7 separate funds choices from Vanguard alone which is one of top
family of mutual funds in the country and has the number 1 lowest management fees in the
nation which is absolutely wonderful for the participants of ING. It is no secret that other
deferred compensation routinely offers an abundance of in house mutual funds which are
inferior based on performance and cost.

In short, | strongly recommend that you retain ING as a 457 provider.

Sincerely,

PAUL B. DAVIS, Ph.D.
Professor of Political Science
NSHE {TMCC & UNLV}
775-358-5252
davisp775@charter.net





Micah Salerno
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From: Carla L. Watson
Sent: Thursday, June 28, 2012 3:28 PM
To: Micah Salerno
Cc: Sisco, Scott K
Subject: Satisfaction with Hartford

Board Members: 1was very upset to learn that there are efforts underway to eliminate Hartford as an option. I'm very
satisfied with Hartford. I've been a plan participant for most of my 24 years of state service. | started with Harford and
moved to ING for a short period and then back to Hartford due to their performance and excellent service. To date,

most of my funds are in the general account and that is most important to me since | have up to three years remaining
before I retire. Please cease in your efforts to eliminate Hartford.

Thank you for your consideration in this matter.

Carla Watson, Budget Analyst V
Department of Administration
Budget and Planning Division
Office - 775-684-0214

Fax - 775-684-0260

NEW E-MAIL EFFECTIVE OCT 3, 2011 - clwatson@admin.ny. gov






From: Alan Kalt [mailto:comptroller@churchilicounty.org]
Sent: Monday, July 02, 2012 4:33 PM
To: Micah Salerno

Cc: rrreed@doc.nv.gov; davie@Icb.state.nv.us; koliver@gcb.nv.gov; renoromo@sbeglobal.net;
ssisco@dot.state.nv.us

Subject: RE: Agenda for July 3 Meeting
Importance: High

Micah and Committee Members;

Thank you for sending me the agenda for the special meeting for the Deferred Compensation

Committee meeting. 1 do plan on calling in to participate. | have attended meetings in person
and over the internet over the past year or so. | appreciate the access to attend the meetings
remotely. As an Alliance Member within the State Plan, | feel it is important to follow the

Committee’s deliberations and policy making as it will impact my emplayees who are plan
participants.

t am concerned about the direction that Committee is going with the selection of the finalist,
Simply stated, Churchill County’s Deferred Compensation Committee, is very satisfied with the
services and products offered by the Hartford, We have been with the Hartford for over 30
years. Currently, we have over 54.3M in the plan with 147 plan participants. The Hartford
provides our employees with education, training and investment information to the plan
participants in a group as well as individual settings at least 2 times a year out in Fallon. We
appreciate the excellent customer service that we have been receiving. This is significantly more
effort than the other plan provider within our plan. Hartford’s knowledge and investment
options, especially the General Account with the generous fixed rate of return, are much
appreciated by the plan participants. As a testimonial for the importance of the General
Account investment option, currently over 51.6% of our total plan assets ($2,245,772) are
invested in the General Account as directed by the occount participants. As a comparison, the
next highest asset allocation is 7.6% (5331,459} in the TRP Growth Stock Fund and 6.5%
(5284,370) in the Victory Diversified Stock Fund. It is apparent the plan participants like the
risk/reward of the General Account as it is the majority of the investment amount.

Fam formally requesting that you continue to maintain the current working relationship and
General Account option with The Harford. It has served Churchill County employees and retirees
well over the past 30 plus years. As an Alliance Member, | appreciate you considering our

thoughts and concerns as we currently do not have o representative on the board to provide our
points of view.

Please contact me if you have any specific questions ar need more information,

Respectfully Submitted,

Alan Kalt, CPA
Churchill County Comptrolier
Chairman, Churchill County Deferred Compensation Committee





Micah Salerno
“—‘
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From: Fred [Hinners@gbis.com)
Sent: Sunday, July 08, 2012 9:32 PM
To: RRReed@doc.nv.gov; Renoromo@sbeglobal.net: SSisco@dot.state.nv.gov;
Davie@lch.state.nv.us; koliver@gch.nv.gov; Micah Salerno
Subject: Letter for consideration at next board meeting

1310 Country Estates Circle
Reno, NV 83511
July 8, 2012

Dear Committee Members:

This is my second letter to the Deferred Compensation Committee regarding the upcoming RFP process, and | want to
thank you for acknowledging my earlier comments. | understand that people who are long-term participants are loyal ta

the companies that have served them. For the record, | have investments with both ING and Hartford, and am only
representing myself.

The spirit, if not the exact wording of the Nevada Revised Statutes, requires new bidding. The law states the committee
will “solicit proposals from qualified providers of plans at least once every 5 years.” This has been done by the committee,
and the various companies who have met the criteria are ready to make presentations. | truly feel the RFP process needs
to take effect to protect the committee from making a decision that could subject the board to protests and lawsuits.

My concern is mostly for the process itself. My second concern is that one of the bidders, Hartford, seems to be leaving
the deferred comp business, and, indeed, is winding down. With fewer programs, I'm not sure Hartford meets the
threshold of a qualified bidder. It is my understanding that Hartford did not immediately state they were qualified to bid.
Hartford has Nevada and Clark County, but F'm not sure they have what is needed nationally in terms of amount of assets
and number of participants. Information on assets under Mmanagement, number of plan participants and number of plans

on the Hartford website have not been updated in 18 months. Both Hartford and ING are going to have new owners in a
few months, and both have seen investment downgrades.

To sum up, | would like to see the RFP process continue as scheduled, and the best, most qualified firm or firms
selected with your due diligence and the help of investment advisors. Troubled financial times have taken their
toll, and the commitiee members need to sort out who is viahle and who is not. Committee members can take

time to see if they are comfortable with the ownership of any company selected. Ownership should be sorted out
in the next three months.

As a member since the 1980s, | can’'t remember a time when huge companies were being sold and downgraded, and |
truly believe this committee’s decisions will be the most important ones since the beginning of the program.

Though it may mean changing investment providers, | think the participants deserve to have the security of a top rated
firm that made sound decisions during tough financial times and maintained solid ratings.

Finally, | know all committee members take on their deferred compensation roles as additional duties. | want to thank you

for the time and dedication you put in to the committee on behalf of thousands of state employees and retirees. | would
fike this letter to be part of the record for the July 12, 2012 meeting.

Sincerely,
Fred Hinners





Micah Salerno

From: Carrie L. Parker [CParker@ag.nv.gov]
Sent: Monday, July 09, 2012 10;12 AM

Ce: Jake O'Shaughnessy; Micah Salerno
Subject: FW: NDC recordkeeper RFP
Commitiee:

Below are two emails from Kent Ervin, who has provided public comment at recent meetings.
Carrie

From: Kent Ervin [mailto:kentmervin@gmail.com]
Sent: Saturday, July 07, 2012 10:10 AM

To: rrreed@doc. nv.gov

Subject: Re: NDC recordkeeper RFP

Dear Dr. Reed:

P.S. In case you need any additional evidence on the benefit to participants of shaving basis points from
expenses, there is an excellent article and graphic in today's Wall Street Journal:

WSJ.com - Bullding a Dirt-Cheap Porifolio s Getling Even Easier* This article will be available to non-
subscribers of the Online Journal for up to seven days after it is e-mailed.

The benefit of reducing expenses applics cspecially to administrative fees and to management fees for index
funds, because these only detract from performance and can in no way be argued to improve performance.

Thanks for your service on the committee and thanks again for the opportunity to provide input.

-Kent Ervin

On Fri, Jul 6, 2012 at 1:38 PM, Kent Ervin <kcntmervin@email.com> wrote:
Dear Mr. Reed:

As you continue to evaluate future recordkeepers for the 457 plan, | would like you to keep some priorities in mind.

As an investor primarily in passively managed index funds, My main concern is naturally the total expense ratio. Consider
the Barclay's Aggregate US Bond Index as an example. Both current recordkeepers offer funds using this index, with tota!
expenses of 0.15% or 0.26%. But | can get the same index in an individual private mutual fund for only 0.10% (with a
$10K minimum in an IRA at Vanguard). | expect you to leverage the full $550M+ asset base of the NDC program to get
the best possible institutional pricing for fund management and to minimize the additional administrative fee. | am quite
willing to pay an appropriate share for the administration of the 457 plan, but | don't want to pay any more than necessary
just because the fund assets are not consolidated. If you can get the same low pricing with multiple vendors, fine.

Beyond that, | only need a website with a reasonably good selection of features and ease of use, and the ability to call
someone to ask account questions. Unless the account representatives are contractually obligated to act as a fiduciary to





me, frankly 'm not interested in getting their "advice". I'm also not attracted by a guaranteed income account from a
single insurance company with only an A- credit rating.

Thank you for the opportunity to provide input.

Kent Ervin {active participant)
Reno





Micah Salerno
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From: Carrie L. Parker [CParker@ag.nv.gov]
Sent: Monday, July 09, 2012 10:10 AM
Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Nevada Deferred Compensation - Email from Participant to be read into the record at the July
12 meeting

Committee:

For your information, below is an email fram a participant and former committee member who has requested that it be
read into the record at the next meeting.

Carrie

From: Fred [mailto:Hinners@gbis.com]
Sent: Saturday, July 07, 2012 7:41 AM
To: RRReed@doc.ny.gov

Cc: deferredcom@defcomp.nv.gov
Subject: Upcoming meeting

Dear Chairman Reed,

As a long time participant and former board member, | have some concerns that | hope you will appreciate regarding the
upcoming meeting. For years the deferred comp board and the investments attracted little attention, but things are
changing rapidly in the investment world, with even giants of the industry being sold.

| know there has been some sentiment on the board to continue with the current providers, but | feel with the announced
sale of Hartford the committee should continue with the RFP process and make a final decision at the end of September.
| feel the board will only have enough information at that time
Right now several things concern me:

+ Wedon't know who will own Hartford for a couple of months
» ING has been downgraded and will also have a new owner (see link betow)

+ Several companies are competing for the state's business, and participants deserve to know if there is something
better out there.

| would fike to see the dust settle, and the board has a chance to find the best program before a company or companies
are locked in for several years.

Thank you for your consideration. | have sent this e-mail to the other board members, and | would like it read into the
record at the next meeting. Appreciate your help on this.

Fred Hinners
hinners@ghis.com
851-0640

hnp://www.Iifeinsurancerecommendations.com/201 2/01 {ing-in-the-y-s-after-ratings-downgrades-uncertainties-of-a-

transition-year/






Micah Salerno
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From: Carlos Romo [renoromo@sbeglobal.net]
Sent: Monday, July 09, 2012 12:27 PM
To: Carrie L. Parker
Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Fw: Agenda for July 10 meeting

Hi Carrie.

I just received this e-mail from an active Participant, Mr. Jim Lopey.
Thank you for your attention.

Carlos

From: Jim Lopey <jlopey@dps.state.nv.us>

To: Carlos Romo <renoromo@sheglobal.net>

Sent: Mon, July 9, 2012 12:11:23 PM
Subject: RE: Agenda for July 10 meeting

Carlos,

Like | said before, I've always like Hartford. The returns that I've gotten through the years have been excelient. Their
savings plan is also very good. Jim

James Lopey

Terrorism Liaison Coordinator

DPS-Nevada Threat Analysis Center (NTAC)
2478 Fairview Drive

Carson City, Nevada 89711

Business: 775-687-0454

Cell: 775-848-2619





Micah Salerno
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From: Carlos Romo [renoromo@sbcglobal.net]
Sent: Wednesday, July 11, 2012 2:11 PM

To: Carrie L. Parker

Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Fw: NDC Special Meeting/Hartford

Hi Carrie: Appears that all the Commitiee members received this e-mail from Ms. McCall so now I'm sending it
to you with a cc to Jake and Micah.

Thank you for your attention.
Carlos

----- Forwarded Message ----
From: "McCall, Jennifer" <jmccall@cityofsparks.us >

To: "rrreed@doc.nv.gov” <rrreed@doc.nv.gov>; "davie@Icb.state.nv.us" <davie@lcb.state.nv.us>; "koliver@geb.nv.qgov"

<koliver@gcb.nv.gov>; "renoromo@sbealobal. net" <renoromo@sbcglobal.net>; "ssisco@dot.state.nv.us"
<ssisco@dot.state.nv,us>

Sent: Wed, July 11, 2012 1:22:18 PM
Subject: NDC Special Meeting/Hartford

Dear Committee,

As the person that has managed the deferred compensation program for the City of Sparks for the
last seven (7) years, please be advised that it would be of great detriment to city employees and
myself if we lost The Hartford as one of our deferred comp representatives.

The Hartford and their financial advisors have handled our accounts with integrity and
professionalism. Our Account Representative is dedicated, loyal and responsive. In fact, | have

never received a complaint from an employee, only concerns with the possibility of losing The
Hartford.

| hope the Committee makes a decision that benefit's the whole and allows us the option of staying

with The Hartford. In reference to open meeting law, it is my desire to have my statement read into
public record.

Thank you for your consideration.

Jen McCall, SPHR - Human Resources
Benefits, Employee Relations & Training

775-353-4023
Imeeali@cityofsparks.us






Micah Salerno

From: Dreyer, Wayne K [WDreyer@dot state.nv.us)

Sent: Monday, July 16, 2012 7:33 AM

To: Micah Salerno

Subject: MSG FOR REX REED SUPPORTING RFP PROCESS INCLUDING ALL POTENCIAL
VENDOQORS

Mr. Reed,

i recently attended a Deferred Comp public meeting {7/12) regarding in part the “RFP”. In particular, whether to
consider only Hartford and ING in the RFP or to consider all qualified potential venders.

| think we should hear ali possible legitimate offers by venders before making final selection. Additionally, 1am 2 bit
curious why there is so much support to only consider Hartford and ING. With Hartford preparing to sell off this part of
their business, how are they a good candidate? 1 am concerned about a coupte of things, Hartford's S&P rating down
grade, Hartford selling off their retirement business {early 2013), and any obligation by the future purchaser of Hartford
Retirement to fuifill Hartford’s NDC obligations. | certainly understand why Hartford wants to limit the REP process to
them and ING. By limiting the RFP, Hartford strengthens its retirement business {retaining NDC), making it more
valuable. | see how that helps Hartford’s bottom line but | don’t see how that helps me as a NDC investor.

Thanks,

Wayne Dreyer

This communication, including any attachments, may contain confidential information and is intended only for
the individual or entity to whom it is addressed. Any review, dissemination or copying of this communication by
anyone other than the intended recipient is strictly prohibited. If you are not the intended recipient, please
contact the sender by reply e-mail and delete all copies of the original message,





July 19, 2012

Nevada Public Employees’ Deferred Compensation Committee
Nevada State Library & Archives Bldg.

100 Stewart Street, Suite 210

Carson City, NV 89701

Dear Chairman Reed,

Jam a participant in the NDC and a Certified Retirement Counselor, CRC® who watches NDC meetings
over the internet. | am writing to express my utter tontempt regarding the cutcome of the Committee’s
vate yesterday to enter inla negotiations with Hartford as a result of the REP process. | feel the
Committee’s decision was NOT in my best interest, or any other participant, given the advice provided
by the Deputy Attorney General, Ms. Carrie Parke, and the Committee’s Investment Consuitant, Jake
O'Shaughnessy from Arnerich Massena which was acknowledged but ignored by the majority vote of the
Committee,

It was my understanding that the Committee’s scoring process was designed to determine which finalist
would be selected to begin negotiations for a new contract. The scoring outcome placed ING as the top
finalist, yet a vote was made to begin negotiations with Hartford — a company who is selling their
retirement business to the “we don’t know yet” Company. What was the reason to select Hartford over
ING? it appeared the only reason was based on the fact that Hartford has been the provider for a long
time and nothing to do with the best investment choices for participants. Maybe the Committee
members who are responsible for this disturbing decision are financially able to afford this type of
uncertainty or risk - | can assure you, 1 am not. It's unsettling to realize how many other participants are
totally unaware of the additional risk they've just been forced to bear. As of this morning, | have
suspended my contributions te the NDC as | have lost faith in the Com mittee’s ability to exhibit care,
skill, prudence and ditigence with my money.

It was obvious that the Committee's investment Consultant and Co-Fiduciary was concerned about the
decision when they declared thay could no longer maintain a working relationship with the Committes if
the motion passed. Who can blame them? As the Cornmittee’s Co-Fiduciary, they are obligated to make
decisions in the best interest of ALL participants. They cautioned the Committee about the lack of
transparency and their advice was ignored. They cautioned the Committee shout higher costs to
participants and their advice was ignored. It goes on, but the bottom line is that the Committee did not
exercise the Prudent Person Rule — a fundamental requirement of any fiduciary.

Although t am unfamiliar with Mr. Sisco, Ms. Oliver or Dr. Romo's hackground, they are relatively new
appointees to the Committee, and [ question their level of knowledge of the defined contribution
industry — especiatly considering they ignored the expert testimony from those who make the
investment industry their living. Equally troubling was Committee member Sisco’s comments that
displayed a blatant disregard for, and dismissal of, the State of Nevada's Attorney General Office and the
Committee’s Investment Consultant. Mr. Sisco was absent during the entire finalist presentations and
still ignored the advice of the experts. Anyone who were to watch just the fast 30 minutes of the
meeting video would understand that Mr. Sisco needs to look no further than the roirror to see the bias
he touts of other Committee members.





Mr. Sisco made a motion in what appeared to be an attempt 1o provide a solution to the elevated
concerns regarding this decision: get Tort Claim Liability Insurance.

I am aware that you and Vice Chairman Davie registered a nay vote on this potentially disastrous
decision and | thank you for taking your fiduciary responsibilities seriously, Hopefully seme action can
be taken to reverse this otitrageous decision including consideration for the replacement of Committee
members who exhibit questionable or unprafessionag behavior at Committee meetings,

- 7 F;

e

Respectfutly, ""’; o
Brenda Burt ~ = 7 M






Iuly 20, 2012

Dear Ms. Burt;

The committee was forwarded your letter written to Chairman Reed dated July 19, 2002. Since a fair

amount of your unhappiness seems to be with me personally, | am happy to provide a reply to your
letter.

You indicated in your letter, frustration that the committee failed to follow the advice provided by Jegal
counse!. That is actually not correct. At a previous “non-meeting” or "closed-door meeting” requested
by legal counsel, the committee was advised that scores did not have to be the final deciding factor, as
long as sufficient justification existed for the selection made. Unfortunately, when lega! counsel
interjected herself into the final deliberation, her emphasis should have been on the need for that
explanation and justification so that everyone would understand the reasoning behind the vote,
Conflicting advice in the heat of a debate is very troubling for members to deal with.

You indicate in your letter that awarding the contract to Hartford will result in higher costs to
participants. Again, this is incorrect. Although | personally have concerns about the legality of the
motion and subsequent vote to accept bid alterations {since such an action was not on the posted
agenda), even with the revised bids, Hartford’s overall costs were still lower, particularly when you
consider that Hartford is not charging basis points on the general account which holds the majority of
participant funds. Ultimately we selected the bidder that provided the lowest overall costs.

I'am confident that each committee member had their own reasons for voting as they did. | have no
doubt that all of the committee members did as | did which was to spend an enormous amount of their
own time in extensively reviewing the proposals to come up with the right decision. 1 believe that one
item that split the board was those of us that believed that participant preference and input should be
considered in the final decision, as compared to those that believed that participant preference and
input had no place in that decision. We not only had a substantial number of individual participants
provide input and support for Hartford, but also had many representatives from partnering employers
express that their entire group had a comfort level and preference with Hartford.

Ultimately | too was personally not happy with the final outcome. However, a series of decisions and
events led us to that point, and the options available to us at that time were limited. For me, having an
entire new way of operating the program that conflicts with current regulations is incomprehensible. |
believed, and ! still believe that the better course of action would have been to extend the current
contracts with both providers while the committee decides how the program is to operate, promulgate
regulations to match that plan, and then redevelop an RFP that Is In compliance with those reguiations.
Ultimately when | cast my vote, | took into account the requirements within the regulations that called
for the committee to base its selection on “the variety and quality of any investment options offered to





participants and the projected costs submitted by each applicant.” Since, due to the deficiencies in the
RFP, we anly had the Hartford General Account as an investment option to consider; and since
previously the ING General Account had been removed from the program for “managerial issues;” and
finally, since the final score totals were only something like .003 percent apart, | believe the decision
made was the most appropriate given the options remaining available to us.

As | alluded to in the paragraph above, and as one participant put it: “This RFP process is the biggest
boondoggle ever in state RFP’s from the very beginning.” | would pretty much agree with that
statement. The committee is moving toward hiring staff that will have familiarity with required state
processes so that when the next RFP comes around, it will be in compliance with our current
regulations. As far as your concerns about Hartford selling their retirement business, as we had heard
rumors, both Hartford and ING are in similar situations with potential sales of their retirement
businesses. For that matter, any company can at any time sell all or a part of their business, and this
would put the Committee in the same situation. Pursuant to our agreements, the committee will have
the fina! decision as to whether or not to aliow the agreements to be transferred.

As far as your last concern about me making the motion relative to the tort ¢laim insurance, there was
nothing sinister in that action. The Deputy Attorney General provided the information; the Chair was
looking for a2 motion; the Vice Chair was out of his chair and packing up; and the issue was going to die if
a motion was not made. | made the motion the Chair was looking for, it was seconded, and it passed
unanimously. While you may not agree with my actions, hopefully this provides you with an
understanding of my perspective on this RFP process,

Sincerely,

§;§< V4 %‘

Scott K, Sisco





Micah Salerno

From: the_burts@cox.net

Sent: Monday, July 23, 2012 g:51 AM

To: Sisco, Scott K

Cc: Micah Salerno; Carrie L. Parker

Subject: Re: Response to Nevada Deferred Compensation Meeting Concerns

Dear Mr. Sisco,

I wanted to thank you for the prompt and detailed response. Your letter has reinforced my

decision to no longer participate in the plan as I continue to be concerned with its
direction.

Respectfully,
Brenda Burt

---- "Sisco wrote:

Ms. Burt: Please find my attached response to your concerns with my
actions related to the Deferred Compensation Committee meeting of July
18, 2012, This letter is from me in my individual capacity, and is
not meant to represent the views of any other committee member.

>
>
>
>
> Hopefully this response helps you better understand the actions taken
> at that meeting. Scott Sisco

>

>

>

This communication, including any attachments, may contain confidential information and is
intended only for the individual or entity to whom it is addressed. Any review, dissemination
or copying of this communication by anyone other than the intended recipient is strictly

prohibited. If you are not the intended recipient, please contact the sender by reply e-mail
and delete all copies of the original message.





Micah Salerno
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From: Tim Murphy [thmaz2012@yahoo.com]
Sent: Tuesday, July 24, 2012 2:04 PM
To: Micah Salerno

To whom it may concern,

My name is Tim Murphy and I am a State of Nevada employee for the last 27 years. After the July 18th def
comp meeting I feel compelled to write to express my great displeasure over the meeting to elect a new
provider. It seems that the 3 committee members who voted for Hartford may have other objectives in mind
other than the best interest of the state employees they are appointed to represent. ING received the highest
score. Hartford is getting out of the retirement business. ING had a better interest rate for the general fund.
Both the AG and consultant recommended ING, so what happened? One representative came in at the end and
still voted for Hartford without seeing the presentations. The consultant has submitted their notification that
they are no longer interested in representing the committee, What is going on?7?7?

T am requesting that before any decision is made that a summary of what went on during that meeting is
published in the newsletter so that all state employees can see how they are being represented.





Micah Salerno

“— R
From: Sisco, Scott K [SSisco@dot.state.nv.us]
Sent: Tuesday, July 24, 2012 2:40 PM
To: Micah Salerno
Subject: Fwd: THANK YOU

Micah: Please distribute to all committee members. Thanks, Scott

Scott K. Sisco, Assistant Director, NDOT
Sent from my iPhone

Excuse the typos - little buttons, big fingers!
Begin forwarded message:

From: "John C. Datian" <jcdatian@nta.nv.qov>
Date: July 24, 2012 5:34:48 PM EDT

To: "ssisco@dot.state.nv.us" <ssisco@dot.state.nv.us>
Subject: THANK YOU

Mr. Sisco, THANK YOU for listening to the members and their concems.
Respectfully,

John Datian

Compliance Audit Investigator i
State of Nevada

Nevada Transportation Authority
2290 S. Jones Blvd, Suite 110
Las Vegas, Nevada 89146
Phone: 702-486-3303 x 420
Fax: 702-486-5876
jcdatian@nta.nv.gov

website: www.nta.nv.qov

This communication, including any attachments, may contain confidential information and is intended only for
the individual or entity to whom it is addressed. Any review, dissemination or copying of this communication by
anyone other than the intended recipient is sirictly prohibited. If you are not the intended recipient, please
contact the sender by reply e-mail and delete all copies of the original message,





27 July 2012

The Honorable Brian Sandoval
Governor of Nevada

State Capitol Building

101 N. Carson Street

Carson City, NV 89701

Dear Governor Sandoval:

I am writing to cxpress my deep concern with the current state of the Nevada Public
Employees Defined Contribution Program (NDC) retirement plan.

I am a Foundation Professor of Chemistry at the University of Nevada, Reno, and T am an
active participant in the NDC plan. As you may know, Nevada System of Higher Education
employees may contribute to the NDC 457 plan in addition to NSHE’s own defined
contribution plans {(401a and 403b). I have a substantial amount of my personal retirement

assets invested at NDC, and these assets cannot be rolled over into a different plan uatil |
retire.

I must emphasize that T am writing only on my own behalf, but [ am alse a member of
NSHE’s Retirement Plan Advisory Committce, which advises Chancellor Klaich as Plan
Administrator for our defined contribution plans. I have had to learn a lot about defined
contributions plans in this service role. T have closely followed the NDC Program in the past
few years as a model for how to improve our retirement program. The NDC has been at the
forefront at applying current best practices in defined contribution retirement plans and in
keeping up with complex federal guidelines. | was therefore surprised and disconcerted when
recent membership turnover on the NDC Committee resulted in a complete change of course,

The NDC program is in u state of crisis. The Executive Officer recently left the position to
accept employment elsewhere in state government. The administrative assistant position is
also vacant, so they have no permanent staff. Most alarmingly, the plan’s investment
consultant and co-fiduciary, Arnerich Massena, a well-respected national firm, has resigned
citing “ditferent views over the direction and process of the retirement plan.” The
resignation of a retirement plan co-fiduciary appears to be unprecedented. This leaves the
Committec with no investment and retirement plan expertise to help it meet is fiduciary
duties under state and federal law.

The five-year contracts of the two current recordkeeping and investment providers will expire
on 12/31/2012. The NDC Committee recently went through a Request for Proposals process.
The committee members could agree on almost none of the facts and the public meetings
degenerated into personal attacks. I have observed many state board meetings (e.g., PEBP)
and legislative hearings, some with heated arguments, and have never heard anything so
uncivil. The scorings of the RFP proposals for the six original companies and four finalists
were so widely divergent among the five committee members that it is hard to beliéve they
were all reviewing the same (confidential) proposals. At the end of the finalist interviews,
one company received the highest scores, but the Committee nevertheless voted 3-2 to award
the contract to a different company, the largest incumbent, in apparent conflict with the terms
of the RFP. To an outside observer, it appeared that some of the members were so devoted to





a particular provider that no information in the proposals or considerations presented by the
independent co-fiduciary would have swayed their positions. Either of the two top scorers
would leave nearly $300M in participant guaranteed income accounts backed solely by the
general obligations of a single insurance company with only an A— financial strength rating
(S&P) and without full disclosure of the underlying assets and expenses. That is against the
NDC’s own Tnvestment Policy requirement to “provide necessary disclosure of underlying

portfolio holdings, performance and fees to ensure proper risk assessment, performance and
fee evaluation.”

Given the dysfunction of the committee and the lack of any staff or consultant with
investment or retirement plan expertise, 1 have no confidence in the current NDC Committee
acting as fiduciaries in the best interests of plan participants. Tt is unlikely that the current
committee could hire a highly qualified consultant and co-fiduciary afier the sudden
resignation of Arnerich Massena following the RFP vote. Even replacing the entire
committee, it would take time for new members to learn about the complex plan issues. The
only course of action [ see left is to recommend that you disband the NDC Committee as an
independent board and place the program in ‘receivership’ with an established state agency
that has broad expertise in managing investments, for example, PERS or the Nevada College
Savings Plan. With $575M in state employees’ and retirees” assets ai stake, this would be the
prudent course of action given the current situation. Time is of the essence becausc of the
impending expiration of the provider contracts. Since Ariierich Massena was responsible for
negotiating a new contract, T have no idea how a contract will be established.

['understand that you and some legislators are considering a defined contribution plan for
state employees as a partial replacement for the PERS defined benefit plan. As a NSHE
employee who relies solely on our defined contribution plan (with no pension or social
security as a backup), 1 am acutely aware of both the advantages and disadvantages of
defined contribution retirement plans. Regardless of those issues, [ hope you will agree that
the Nevada Defined Contribution plan needs to have its house put in order to serve as any
sort of model for a future state plan.

T would be happy to discuss this issue further with you or your staff. Thank you very much
for the opportunity to state my concerns.

Sincerely,

Koo M Earinn

Dr. Kent M. Ervin
Reno, Nevada

cc: NDC Committee, ¢/o Ms. Carrie L. Parker, Deputy Attorney General





Micah Salerno

T
From: nynvB1@peoplepc.com
Sent: Sunday, July 29, 2012 11:36 AM
To: Micah Salerno
Subject: contract negotiations

| want to thank you for the outcome of the recent contract negotiations you have worked so hard on.

I am a retiree who was a participant in the Hartford deferred compensation plan. Their reps, their plan offerings, their

availability to answer questions anytime and anywhere are unbeatable and your decision will be a huge benefit for ali
state participanis.

Regardless of Hartford's future plan to divest themselves of the retirement section of their businass | have no doubt they

wili ensure that the new company will be as attentive and forward looking and devoted to their participants as was
Hartford.

Thank you for this difficult but correct decision for Nevada employees and their futures.

Pat DeRago





July 30, 2012

Office of the Governor
10t N Carson St

RE: Deferred Compensation concerns

1 am writing today to express my alarm over the direction of the Deferred Compensation
program. I follow the meetings closely, as I have trusted the fund with all the money to
supplement my state retirement income.

From the actions and discussion in the meetings, I clearly see a lowering of standards for the
program’s staffing and oversight, and the puzzling and irresponsible bias of several of the
newer members of the board. I want to see professional staff, not merely clerical, guiding and

monitoring the program. Against the Chair’s and senior board members objection, the position
is being downgraded.

Learning through news accounts of the financial position of the Hartford and their plans to sell
the retirement component, the push by the board’s new members to support all things Hartford
is more than unsettling, it's very suspicious and makes me ask about some hidden agenda.
These new members ignore the opinions of the experienced members and staff and seem bent
on putting their heads in the sand and supporting Hartford’s interests in all matters. They are
so blatantly biased that even the Hartford representatives sometimes seem embarrassed, Also,
it is troubling to hear Mr. Sisco ridicule staff and their opinions. Board members are
appointees; the Governor should know how the board members are discharging their authority.

Throughout the last few years of bad economic conditions, I have continued to place money in
the deferred compensation program. I felt confident, until this last year, that I could trust the
board and plan providers. Please consider my comments and look into the direction of the
board. | have attached two articles that I hope you will take a minute to review.

Nan Bowers

Librarian

Legislative Counsel Bureau
Nan89423@gmail.com
2937 Hot Springs Rd
Minden NV 89423
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The y,artft)rd Will Break Apart, Raising Questions About
Jobs

© Murch 21,2012 By MATTHEW STURDEVANT, msturdevant@courant.com, The Hurtford Courant

Connecticut's largest employer in the insurance industry, The Hartford, is breaking apart.

The Asylum Hill company that dates to [810 enjoyed relative calm from the time it was spun off by ITT Corp. in 1995 to its near
collapse in 2008, a period when other multi-line insurers such as Travelers and Actna were splitting into picces.

The Hartlord Fiha_nci_gl Services Group said Wodnesday ihat it wit] end new sales of annuities o individualy on April 27. and thu
s selling its individual liﬁ:-imu._smn_cc_b_usincss, ferirement plans and its Woodbury Financia! Services _

The breakup follows weeks of intense pressure from The Hartford's largest sharcholder. a New York hedge fund managed by
billionaire John Paulson. It is not, however, 3 spinoff of property-casualty operations from life insurance, as Paulson had wanted.
After the annuities runofT and sale of life and retirement units, The Hartford plans to focus on property-casualty, group benefits
and mutyat funds -— more profitable and kess volatile businesses — in hopes of unlocking share value and setting the stage for
growth,

"We want 1o be a superior-performing company, We want to create shareholder value, and the status quo, in our view, was not
£0ing 1o get us there in a reasonable period of time,” The Hartford's CEO, Liam E. McGec, told The Courant in an interview.

The effect on jobs in central Connecticut, where The Hartford has 10,300 of its 24,400 iotal employees, remains unclear. Some

cmployees said the mood in the Simsbury office, where hundreds of people work in annuities, and at the company's main campus
in Hartford, was jittery.

In New York, the proposal was met with a Jukewarm response by Paulson, whose firm, Paulson & Co., owns 8.5 percent of the
company.

"We support today's actions, not as a conclusion of the sirategic review, but as a first step in creating a clear delineation between
The Hartford's P&C and non-P&C businesses,” Pauison & Co. said in a staternent, adding, “While we appreciate the extensive

work of The Hartford’s board and management, we do not believe the positive actions announced today address the main problem
with The Hartford's undervaluation,”

Shares opened up sharply and later settled, closing at $22.02, up 31 cents, or 1.4 percent, on the New York Stock Exchange.

The breakup plan is the latest and most dramatic recovery step in The Hartford's 4-year odyssey, since investipentiosses ——
including mortgage-backed securities —- eroded the company's strength at the stant of the recession, The company has had
massive executive changes, including the carly retirement of Ramani Ayer, a CEO who had guided it through years of growth; a
huge cash infusion by a German insurer; a $3.4 billion federal bailout; and thousands of job losses amid restructuring.

As Wall Street studied the plan, the question coursing through the city and state was about jobs at the Stag. the company's mascot
and nickname. Decades after other insurers spread their workforces far and wide, The Hartford maintains an astounding 40
percent of its payroll at home, and any radical step is viewed as a threat to that situation,

McGee said he believes that the new strategy couid lead 1o Jjob growth.

"I think as we strengthen the company with this pian. both Connecticut and the city of Hartford remain incredibly important to
our company,” McGee said. "I would hope as we implement this plan, it gives us a platform 1o jnvest and create new jobsina
prosperous, growing Hartford — the company.”

"We'll continue, as we have been, 1o be a very involved citizen, whether it be in our Asylum Hil! project, whether it be in helping
the demolition of the Capitoi West building, and all the other things our teammates do in Connecticut and the city of Hartford,”
McGeg said “If anything. | view this as an opportunity to continue to invest and grow in Connecticut and in the city of Hastford,"





Preparing for retirement plan
audits

To avoid steep fines, make sure that clients are compliant with alt DOL and
IRS regulations.

May 27, 2012 601 am ET investmentnews.com - .
For some, "audit™ can be the most feared word in the English language. And this year, the Labor
Department is doing its utmost to spread the word.

The buzz is that the department is stepping up its efforts to audit 401(k) ptans and other employer-
sponsored retirement plans. '

itis in the middie of hiring 1,000 new employees, including 670 investigators, as part of its increased
focus on noncompliance issues.

The results have been eye- popping: 70% of retirement plans audited by the LLabor Department were
fined, received penalties or had to make reimbursements for errors in-2009 and 2010, according to
the latest figures available. Plan sponsors coughed up more than $1 billion in cormrections,
reinstatements and fines, for an average assessment of $450,000, the department reported.

Aithough those numbers may be chilling, the wind is expected to blow even harder and colder this
year. Fortunately, plan sponsors can help protect themselves from this environment by running to
the embrace of their financial adviser.

Whether advisers are huggers or not, they can help clients prepare for the possibility of an audit by
helping ensure that their retirement plans are shipshape before an auditor ever knocks on their door.

- Advisers are encouraged to conduct a plan review with each of theif retirement plan-sponsors

annually or even biannually, with'an eye toward uncovering common problems; many of which can
- be fixed easily and inexpensively. There is perhaps no better way for advisers to demonstrate their
vaiue to plan sponsors, especially in light of the new disclosure regulations for retirement plan fees
and commissions taking effect this year.

The cost of fees and commissions pale by comparison with the potentiai fiability associated with
adverse findings from a Labor Department audit.

Advisers should look for these common mistakes made by retirement pian sponsors:

Falling to foliow their plan document. Plan sponsors are responsible for keeping retirement plans
in compliance with tax laws. They also are responsible for communicating any changes to the plan
document or plan's operation to anyone servicing their pian. Changes to the plan document also
should be made to the summary plan description. Mistakes happen, and when they do, they shouid
be corrected as soon as possible.

Neglecting to enroll new employees in the retirement pian in a timely manner. The plan
document should define who is considered an employee and spell out the requirements for when





employees become eligible to become plan participants and make elective deferrals to their 401(k)
plan. Itisn't uncommon for plan administrators to assume mistakenly that their plan doesn't cover
part-time workers, or fail to account for employees who choose not to make deferrals when the
employer is making contributions to the plan or running nondiscrimination tests.

lgnoring loan provisions. Many 401(k)s permit loans to plan participants. However, plan sponsors
should make sure their plan documents allow loans, and spell out provisions for the loans before
allowing participants to borrow money from their plan.

Forgetting to file Form 6500. Pian sponsors generally are required to file an accounting of the
plan's assets, operations and other details annually. Employers sometimes make the mistake of
assuming that a third-party administrator or service provider has filed on their behalf.

Falling to Invest the assets on a timely basis. Employers are responsible for contributing elective
deferrals by plan participants to the plan's trust. Employers need to determine the earliest date by
which they can segregate deferrals from general assets. That date should be compared with the
actual deposit dates and any pian document or cther requirements.

Although fines for infractions can be stiff, the Labor Department and the Internal Revenue Service,
both of which oversee aspects of retirement plan compliance, have taken pains to help plan
sponsors spot and correct problems. A self-correction system permits plan sponsors to fix certain
plan failures without contacting the IRS or Labor Department.

The key is to be proactive.

Itis critical for advisers to review their clients' 401(k) plans for compliance frequently. Doing so won't
help a plan sponsor avoid an audit, but it can help make the word “audit” a Iot less scary.
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DEFERRED COMPENSATION COMMITTEE
CLOSED MEETING MINUTES FOR

Wednesday February 29, 2012

The closed meeting of the Nevada Deferred Compensation Committee was held on Wednesday, February 29,
2012, at 11:55a.m. in Room 2135 of the Legislature Building, 401 S. Carson St., Carson City, NV. A copy of this
set of “meeting minutes,” the audio recording and other substantive exhibits, is available on the Nevada
Deferred Compensation (NDC) website at: http://defcomp.state.nv.us/NDC_MinutesMeetings.htm.

STAFF, BOARD, ATTORNEY and OTHERS PRESENT:

Tara Hagan, Executive Officer

Jenny Potts, Secretary

Rex Reed, Chair

Brian Davie, Member

Karen Qliver, Member

Scott K. Sisco, Member

Carrie L. Parker, Deputy Attorney General
Jake O’Shaughnessy, Arnerich Massena

These minutes are a draft subject to approval by the Deferred Compensation Committee at the next regularty
scheduled meeting.

Call to Order {Audio: 00:01)

The closed meeting of the Deferred Compensation Committee was called to order at 11:55am,
February 29, 2012, in Room 2135 of the Legislature Building, 401 S. Carson St., Carson City,
NV. Members Present: Chair Rex Reed, Brian Davie, Karen Qliver, Scott K. Sisco, and Deputy
Attorney General (DAG) Carrie Parker.

Staff noted that the closed session is regarding the Provider Request for Proposal (RFP) and
wanted to go over the differences from the current RFP and the 2007 RFP, and to discuss
recommendations regarding stable value options.

Chair Reed noted they would go through the entire RFP by page.

Staff reminded the committee that once the RFP is released there would be a blackout period
where there should be no discussion or communication with any current provider, potential
bidder, lobbyist or any interested party at any time during the process until the sealed bids are
received in the NDC office on April 30, 2012.

Nevada Library & Archives Bldg., 100 N, Stewsrt Street, Suite 210 Carson City, NV 89701

775884 3307 TTL.684 3399 FAX





Mr. Sisco questioned if the communication just pertains to the RFP or should all
communications with current providers not take place.

Staff suggested that the committee not have any communication with current providers duting
this 2 month period so that the RFP process is not interrupted by an appeal.

DAG Parker stated they could contact the current providers to make changes to their personal
accounts, but not for any other communication.

Page 3 of the memo from staff: Chair Reed questioned why the wording has to say ‘required
minimum revenue’ under “Review Scope of Service”, line 3. (Memo)

Mr. O'Shaughnessy with Arnerich & Massena addressed the question stating it is normal to use
this wording but it does not have to say ‘minimum’.

RFP Page 1: Chair Reed asked if there needed to be a meeting if questions are submitted.

{Audio 9:25)

Staff and Arnerich Messena noted they generally take care of questions, sc a meeting wouldn't
be needed.

RFP Page 9: Chair Reed questioned why ING has fewer participants in the political subdivisions

of the FICA Plan. (Audio 10:20)

Staff commented that many of the participating employers were historically with Hartford and
Hartford brought them to the State Plan. The FICA plan has a contract with the state and will
have an option to renew their contract or go out on their own once the RFP is awarded.

RFP Page 10: Chair Reed requested an explanation of line 1 “ING Stable Value fund requires a
12-month put option”.

Mr. O’Shaughnessy explained the process of the Stable Value Fund. {Audip 11:35)

RFP Page 13: Chair Reed asked for clarification on the Trustee/Custodial Services.(Audio
13:28)

Staff stated that the committee is the trustee and has trustee agreements with both current
providers but the money has to be held somewhere and the documents refer to that.

Staff stated the importance of the recommendation from staff and Arnerich Massena on the
change of the stable value account. For the benefit of the committee and their liability, and the
participants; all assets in the plan, regardless of the investment option, must be in trust, owned
by the plan and under the control of the committee. In this plan we can no longer afford to have
the risk to hold money in an insurer's general account, which is owned by the insurer, and
subject to general creditors of the insurer. The assets need to be in trust and owned by the plan.

{Audio 14:05)
Mr. Sisco questioned if this is referring to doing away with the Hartford general account.

Chair Reed noted that many participants have money in the general fund and may be
contacting the NDG with questions on why this fund would be eliminated because they are
happy with the 4% return they have been getting.

Mr. O'Shaughnessy stated that getting out of a general account can take Up to 5 years. The
general account is basically like “loaning” money to the Hartford and making 4% on the loan. If
the Hartford were to declare bankruptey all the assets in the general fund would get hung up in
bankruptcy proceedings which can take a lot of time. The committee has no control over the
funds in that account or what the Hartford does with those funds. Participants may not
understand some of the risks they are taking by investing in the general account.





Chair Reed stated we cannot understand the risk related to the general fund because it is
hidden and they won't disclose into detail where the money is invested.

Mr. Davie stated that we (the committee) don't have control of over half the assets in the
program because of the money in the general account, He questioned what risks the Hartford is
taking in that account, to get us a 4.5% return on the money.

Mr. Sisco questioned that in making this change then the general account would not be
available?

Mr. Sisco stated concern on the participant loan program costs that he believed were being
unfairly spread through all participants rather than being paid by the participants that use the
service. (Page 13 under Minimum Requirements #4) (Audio 26:26)

Mr. O'Shaughnessy explained some usual practices of a participant loan program but stated
that some administrators handle that issue differently.

Mr. Davie also had some hesitancy and concerns about the loan program

Mr. O'Shaughnessy recommended that everything you may want in the next 5-10 years be put
in the contract at the beginning because you don’t want to have to go back and add something
to the contract 2 years from now because there will be a charge.

Mr. Reed noted that the topic of loan provision should be on the next agenda for discussion. Mr.
Davie agreed.

RFP Page 17; Chair Reed noted that the wording needed to be changed, in the paragraph
starting “A Notification of Intent to Award..."” last sentence, to say “If contract negotiations
cannot be concluded. .. upon written notice MAY negotiate...”.(Audio 32:1 2)

Staff and committee had discussion on the weighting factors for the evaluation and scoring of
the RFP (summary on memo, page 3 (Memo)). (Audio 32:35)

RFP Page 19-21: Mr. Davie noted the charts were broken down too much and would like to see
them consolidated by combining categories (i.e. number of participants, assets stc.). He also
stated that he didn't see a question regarding “how many other state plans they administer”.

(Audio 50:44)

RFP Page 23: Chair Reed asked for clarification on B-11 wording for “selecting participant
service representatives”. (Audio 54:02)

RFP Page 28: Chair Reed referenced B-59 regarding investment advice to participants and
asked for an explanation on this question. (Audio 55:14)

Staff noted that our current providers cannot offer investment advice, but some providers do
and some plans have added that service. Discussion was made between staff, the committee
and Mr. O’Shaughnessy regarding this type of service to participants.

RFP Page 30: Chair Reed asked if it was necessary to have question C-5 if we have an open

architecture. {Audio 57:40)
Mr. O'Shaughnessy gave an example of how this question might apply in a plan.

RFP Page 38: Chair Reed asked Mr. O’Shaughnessy to explain how a 'sliding scale fee
structure based on plan asset levels’ would work in regard to question D-7. {Audip 59:05)

Mr. O'Shaughnessy provided an explanation of how this process works.





Chair Reed shared a concern with the scoring process because it could be skewed by one
member giving 90 points and someone else giving 60 points, it would skew the final number. He
suggested having someone from Purchasing come in and discuss if there is a different model to

use for scoring. {Audio 1:03:09)

Mr. Sisco cautioned having Purchasing involved and stated that as long as everyone is
consistent from applicant to applicant it will balance out.

Staff spoke with Purchasing and they said they see scoring discrepancies all the time, but they
have never seen it skew or change the final decision.

Mr. Davie questioned if the committee would have an opportunity to explain their scoring.
Staff stated it is required per Purchasing guidelines.

Mr. Davie noted that in going over the scores it may explain why someone scored a certain way
and could change some people’s minds, or their own.

Mr. Sisco requested that the point about the blackout be reiterated in the open meeting so
everyone in public is on notice.

Ms. Parker stated that the weighting for the scores has to remain confidential and each proposal
that's evaluated, but to accept the RFP as amended can be done in the open meeting. {Audio

1:07:11)

The closed meeting was adjourned at 1:04 PM.

Respectiully Submitted:

Micah Salerno
Administrative Assistant

Approved by:

Supporting Material

Staff Memo
Attachment A
Attachment B
Draft RFP






State of Nevada
Deferred Compensation Committee
Schedule of Meetings

2012

Thursday, August 16, 2012
9:00 AM
{Cuarterly Meeting)
Legislative Building
401 S. Carson St., Room 2135
Carson City, NV 89701

September 29-October 3
{National Conference)
National Association of Governmental
Deferred Compensation Administrators
Place: San Diego, CA

Thursday, November 15, 2012
9:00 AM
{Quarterly Maeeting)
Legislative Building
401 S. Carson St., Room 2135
Carson City, NV 89701

Thursday, December 13, 2012
9:00 AM
{Planning Session)
Room TBA
Carson City, NV 89701
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Carrie L. Parker

Beputy Attorney General

Mevada Public Emplovees’ Deferrad Compensation Program

Thursday, August 16, 2012, 8:30 a.m.

Legislative Building
401 South Carson Street, Room 2135
Carson City, Nevada 89701

Note: Some Members of the Committee may attend the meeting and other persons may
attend the meeting and provide testimony through a simultaneous videoconference
conducted at the following location:

Grant Sawyer State Office Building
555 East Washington Avenue, Room 4412E
Las Vegas, Nevada 89101

Additionally, some members may call-in telephonically.

If you cannot attend the meeting, you can listen or view it live over the Internet. The address for the Nevada
Legislature website is hitp.//vwww. leq.state.nv.us. Click on the link “Live Meetings — Listen or View.”

Below is an agenda of all items to be considered. All items which are potential action items are noted as
such. Items on the agenda may be taken out of order, combined for consideration, or removed from the
agenda at any time at the discretion of the Committee.

L Committee
A. Call to Order/Roll Call
B. Public Comment*
C. Member Items/Announcements and Correspondence
Committee may present emergent iterns. No action may be taken by the
Committee, Any item requiring Committee action may be scheduled on a
future Committee agenda. The Committee will review and may discuss

correspondence sent or received by the Committee since the last reguiar
meeting and may provide copies for the exhibit file.

For Possible Action D. Special Election of Chair and Vice Chair.

For Possible Action E. Approval of the minutes from the closed meeting on February 29, 2012.

For Possible Action F. Discussion and possible action relating to transcripts for bringing minutes up
to date.

Nevada Stals Library and Archives Buliding, 100 ¥, Stewart Siveet, Suite 210, Carson City, NV 83701
TIR684.30%7 Fax 7756845058





For Possible Action

IL

For Possible Action

III.

For Possible Action

For Possible Action

For Possible Action

For Possible Action

For Possible Action

For Possible Action

For Possible Action

For Possible Action

Iv.

VL.

G.

Approval of Meeting Dates and discussion of attendance at NAGDCA Annual
Meeting.

Investment Report

A,

B.

Quarterly Investment Offering Review by Arnerich Massena

Fund Watch List approval.

Administration

A. Reconsideration and discussion of votes taken relative to the awarding of the
record keeper contract based on the current RFP.

Discussion and action may include explanations of scoring, canceling the
current notice of intent to award to the Hartford and withdrawing the RFP,
extension of the current record keeper contracts with ING and the Hartford,
adoption of a plan to re-issue an RFP, and/or other possible options that may
be derived from the Committee’s discussion.

B. Designation of person(s}) to conduct contract negotiations, as appropriate.

C. Discussion and action on the job description, and the recruiting and hiring
process, for the position of Deferred Compensation Coordinator.

D. Discussion and action concerning the hiring of an investment consultant on a
temporary, emergency short-term basis, and subsequently through an RFP
process for a longer-term basis.

E. Discussion and possible action to retain or eliminate the loan provision for
the Nevada Deferred Compensation Program.

F. Discussion and approval of FY 14-15 Biennial Budget and Performance
Indicators.

G. Discussion and possible action on changes to the Program’s regulations and
administrative documents, including compliance with the Internal Revenue
Code regarding non-spousal beneficiaries.

H. Discussion and possible action on a Communications Plan for advising
participants about the Committee’s actions and Program changes.

Comments/Updates

A. Contractors/Record Keepers

B. Deputy Attorney General

C. Committee Members

D. Staff

Public Comment*

Adjournment

Mewadn Slate Library and Archives Bullding, 100 M. Stewart Streal, Suite 210, Carson City, NV 88701

TIE.ABA.3247 Fax 775.684.3088





* Note: No vote or action may be taken upon a matter raised under this item of the agenda until the
matter itself has been specifically included on an agenda as an item upon which action may be taken.
(NRS 241.020) Comments will be limited to five minutes per person and persons making comment will
be asked to begin by stating their name for the record and to spell their last name. The Committee Chair
may elect to allow additional public comment on a specific agenda item when that item is being
considered.

Notice of this meeting was posted in the following locations:

Nevada State Library and Archives, 100 Stewart Street, Carson City, NV
Blasdel Building, 209 E. Musser Street, Carson City, NV

Capitol Building, 101 N. Carson Street, Carson City, NV

Legislative Building, 401 N. Carson Street, Carson City, NV

Grant Sawyer State Office Building, 555 E. Washington Ave., Las Vegas, NV

Notice of this meeting was posted on the following website:

http://defcomp.state.nv.us

We are pleased to make reasonable accommodations for members of the public who are disabled
and would like to attend the meeting. If special arrangements for the meeting are required,
please notify the Deferred Compensation office at least one working day before the meeting at
(775) 684-3397 or you can fax your request to (775) 684-3399.

Nevada State Library and Archives Hullding, 100 H. Slewart Shreet. Suite 210, Caraon City, NV 89751
T75.684.3397 Fax 775.684.350%






June 6, 2012

Tara Hagan
Nevada Deferred Compensation Committee

Itis with great pleasure that | write this letter of recommendation for the Nevada Deferred
Compensation Committee to continue to retain ING as a 457 Traditional IRA and Roth IRA
provider. | currently have both types of 457 IRA’s with IRA worth over 1 million dollars. | have
been with NSHE for over 35 years as a full-time professor. There are two major reasons |
encourage this committee to retain ING as a provider for these accounts:

First, the customer service has been absolutely outstanding. | currently have accounts with
Fidelity, Schwab and Scottrade and none of them come close to the exceptional customer
service and individual counseling and immediate response from the team of ING. | have been

investing for over 35 years and it truly have had exceptional service from ING and beyond
doubt they are the best | have ever encountered in this area.

Second, ING provides numerous mutual funds from some of the top major mutuai fund
companies around the country such as Fidelity, Vanguard, T Row Price and Dodge and Cox to
name just a few. ING allows 7 separate funds choices from Vanguard alone which is one of top
family of mutual funds in the country and has the number 1 lowest management fees in the
nation which is absolutely wonderful for the participants of ING. It is no secret that other
deferred compensation routinely offers an abundance of in house mutual funds which are
inferior based on performance and cost.

In short, | strongly recommend that you retain ING as a 457 provider,

Sincerely,

PAUL B. DAVIS, Ph.D.
Professor of Political Science
NSHE (TMCC & UNLV)
775-358-5252
davisp775@charter.net





Micah Salerno
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From: Carla L. Watson
sent: Thursday, June 28, 2012 3:28 PM
To: Micah Salerno
Cc: Sisco, Scott K
Subject: Satistaction with Hartford

Board Members: | was very upset to learn that there are efforts underway to eliminate Hartford as an option. I'm very
satisfied with Hartford. I've been a plan participant for most of my 24 years of state service. | started with Harford and
moved to ING for a short period and then back to Hartford due to their performance and excellent service. To date,

most of my funds are in the general account and that is most important to me since | have up to three years remaining
before | retire. Please cease in your efforts to eliminate Hartford.

Thank you for your consideration in this matter.

Carla Watson, Budget Analyst V
Department of Administration
Budget and Planning Division
Office - 775-684-0214

Fax - 775-684-0260

NEW E-MAIL EFFECTIVE OCT 3, 2011 - ¢lwatson(@admin,nv.eov






From: Alan Kalt [mailto:comptroller@churchillcounty.org]
Sent: Monday, July 02, 2012 4:33 PM
To: Micah Salerno

Cc: rrreed@doc.nv.gov; davie@lch.state.nv.us: koliver@gcb.nv.gov; renoromo@sbcglobal.net;
ssisco@dot.state.nv.us

Subject: RE: Agenda for July 3 Meeting
Importance: High

Micah and Committee Members;

Thank you for sending me the agenda for the special meeting for the Deferred Compensation
Committee meeting. | do plan on calling in to participate. | have attended méetr‘ngs in person
and over the internet over the past year or so. | appreciate the access to attend the meetings
remotely. As an Alliance Member within the State Plan, | feel it is important to follow the

Committee’s deliberations and policy making as it will impact my employees who are plan
participants.

I'am concerned about the direction that Committee is going with the selection of the finalist.
Simply stated, Churchill County’s Deferred Compensation Committee, is very satisfied with the
services and products offered by the Hartford. We have been with the Hartford for over 30
yeats. Currently, we have over $4.3M in the plan with 147 plan participants. The Hartford
provides our employees with education, training and investment information to the plan
participants in a group as well os individuol settings at least 2 times a vear out in Fallon, We
appreciate the excellent customer service that we have been receiving, This is significantly more
effort than the other plon provider within our plan. Hartford’s knowledge and investment
options, especially the General Account with the generous fixed rate of return, are much
appreciated by the plan participants. As a testimoniai for the importance of the General
Account investment option, currently over 51.6% of our total plan assets (52,245,772) are
invested in the General Account as directed by the account participants. As a comparison, the
next highest asset allocation is 7.6% (5331,459) in the TRP Growth Stock Fund and 6.5%
(5284,370) in the Victory Diversified Stock Fund. Itis apparent the plan participonts like the
risk/reward of the General Account as it is the majority of the investment amount.

tam formally requesting that you continue to maintain the current working relationship and
General Account option with The Harford, It has served Churchill County employees and retirees
well over the past 30 plus years. As an Alliance Member, | appreciate you considering our

thoughts and concerns as we currently do not have o representative on the board to provide our
points of view.

Please contact me if you have any specific questions or need more information.

Respectfully Submitted,

Alan Kalt, CPA
Churchill County Comptroller
Chairman, Churchill County Deferred Compensation Committee





Micah Salerno
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From: Fred [Hinners@gbis.com]
Sent: Sunday, July 08, 2012 9:32 PM
To: RRReed@doc.nv.gov; Renoromo@sbcglobal.net; SSisco@dot.state.nv.gov;
Davie@Ich.state.nv.us; koliver@gch.nv.gov; Micah Salerno
Subject: Letter for consideration at next board meeting

1010 Country Estates Circle
Reno, NV 89511
July 8, 2012

Dear Committee Members:

This is my second letter to the Deferred Compensation Committee regarding the upcoming RFP process, and | want to
thank you for acknowledging my earlier comments. | understand that people who are long-term participants are loyal to

the companies that have served them. For the record, | have investments with both ING and Hartford, and am only
representing mysel,

The spirit, if not the exact wording of the Nevada Revised Statutes, requires new bidding. The law states the committee
will “solicit proposals from qualified providers of plans at least once every 5 years.” This has been done by the committee,
and the various companies who have met the criteria are ready to make presentations. | truly fee! the REP process needs
to take effect to protect the committee from making a decision that could subject the board to protests and lawsuits.

My concern is mostly for the process itself. My second concern is that one of the bidders, Hartford, seems to be leaving
the deferred comp business, and, indeed is winding down. With fewer programs, I'm not sure Hartford meets the

To sum up, | would like to see the RFP process continue as scheduled, and the best, most qualified firm or firms
selected with your due ditigence and the help of investment advisors. Troubled financial times have taken their

As a member since the 1980s, | can't remember a time when huge companies were being sold and downgraded, and |
truly believe this committee’s decisions will be the most important ones since the beginning of the program.

Though it may mean changing investment providers, | think the participants deserve to have the security of a top rated
firm that made sound decisions during tough financial times and maintained solid ratings.

Finally, | know all committee members take on their deferred compensation roles as additional duties. | want to thank you

for the time and dedication you put in to the committee on behalf of thousands of state employees and retirees. | would
like this letter to be part of the record for the July 12, 2012 meeting.

Sincerely,
Fred Hinners





Micah Salerno

~“rom: Carrie L. Parker [CParker@ag.nv.gov]
Sent: Monday, July 09, 2012 10:12 AM

Ce: Jake O'Shaughnessy; Micah Salerno
Subject: FW: NDC recordkeeper RFP
Committee:

Below are two emails from Kent Ervin, who has provided public comment at recent meetings.
Carrie

From: Kent Ervin [mailto:kentmervin@agmail.com]
Sent: Saturday, July 07, 2012 10:10 AM

To: rrreed@doc.nv.gay

Subject: Re: NDC recordkeeper RFP

Dear Dr. Reed:

P.S. In case you need any additional evidence on the benefit to participants of shaving basis points from
expenses, there is an excellent article and graphic in today's Wall Street Journal:

WSJ com - Building a Diri-Cheap Portfolio s Getting Even Easier* This article will be availabie to non-
subscribers of the Online Journal for up to seven days after it is e-mailed.

The benefit of reducing expenses applies especially to administrative fees and to management fees for index
funds, because these only detract from performance and can in no way be argued to improve performance,

Thanks for your service on the committee and thanks again for the opportunity to provide input.

-Kent Ervin

On Fri, Jul 6, 2012 at 1:38 PM, Kent Ervin <kentmervin@iemail.com> wrote:
Dear Mr. Reed:

As you continue to evaluate future recordkeepers for the 457 plan, | would like you o keep some priorities in mind.

As an investor primarily in passively managed index funds, my main concern is naturally the total expense ratio. Cansider
the Barclay's Aggregate US Bond Index as an example. Both current recordkeepers offer funds using this index, with total
expenses of 0.15% or 0.26%. But | can get the same index in an individual private mutual fund for only 0.10% (with a
$10K minimum in an IRA at Vanguard). | expect you to leverage the full $550M+ asset base of the NDC program to get
the best possible institutional pricing for fund management and to minimize the additional administrative fee. | am quite
willing to pay an appropriate share for the administration of the 457 plan, but | don't want to pay any more than necessary
'ust because the fund assets are not consolidated. If you can get the same low pricing with multiple vendors, fine.

Beyond that, | only need a website with a reasonably good selection of features and ease of use, and the ability to Cfall
someone to ask account questions. Unless the account representatives are contractually obligated to act as a fiduciary to





me, frankly I'm not interested in getting their "advice". I'm also not attracted by a guaranteed income account from a
single insurance company with only an A- credit rating.

Thank you for the opportunity to provide input.

Kent Ervin (active participant)
Reno





Micah Salerno
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From: Carrie L. Parker [CParker@ag.nv.gov]
aent: Monday, July 09, 2012 10:10 AM
Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Nevada Deferred Compensation - Email from Participant to be read into the record at the July
12 meeting

Committee:

For your information, below is an email fram a participant and former committee member who has requested that it be
read into the record at the next meeting.

Carrie

From: Fred [mailto: Hinners@gbis.com]
Sent: Saturday, July 07, 2012 7:41 AM
To: RRReed@doc,nv.gov

Cc: deferredcom@defcomp.nv.qov
Subject: Upcoming meeting

Dear Chairman Reed,

As a long time participant and former board member, | have some concerns that | hope you will appreciate regarding the
Upcoming meeting. For years the deferred comp board and the investments attracted little attention, but things are
changing rapidly in the investment world, with even giants of the industry being sold.

Fknow there has been some sentiment on the board to continue with the current providers, but | feel with the announced
“ale of Hartford the committee should continue with the RFP process and make a final decision at the end of September.
. feel the board will only have enough information at that time.

Right now several things concern me:

» - We don't know who will own Hartford for a couple of months
* ING has been downgraded and will also have a new owner (see link below)

* Several companies are competing for the state's business, and participants deserve to know if there is something
better out there.

I'would like to see the dust settle, and the board has a chance to find the best program before a company or companies
are locked in for several years.

Thank you for your consideration. | have sent this e-mail to the other board members, and | would like it read into the
record at the next meeting. Appreciate your help on this.

Fred Hinners

hinners@gbis.com
851-0640

http://www.iifeinsuranoerecommendations.com/QO1 2/01 /inq-in-the-u-s-after-ratinqsmdownqrades~uncertainties-of—a-

transition-year/






Micah Salerno
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“~om: Carlos Romo [renoromo@shceglobal.net
ant: Monday, July 09, 2012 12:27 PM
To: Carrie L. Parker
Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Fw: Agenda for July 10 meeting

Hi Carrie.
| just received this e-mail from an active Participant, Mr. Jim Lopey.
Thank you for your attention.

Carlos

From: Jim Lopey <jlopey@dps.state.nv.us>

To: Carlos Romo <renoromo@sbeglobat.net>
Sent: Mon, July 9, 2012 12:11:23 PM

Subject: RE: Agenda for July 10 meeting

Carlos,

Like 1 said before, i’lve always like Hartford. The returns that I've gotten through the years have been excellent. Their
savings plan is also very good. Jim

Jlames Lopey
srrorism Liaison Coordinator
UPS-Nevada Threat Analysis Center (NTAC)
2478 Fairview Drive
Carson City, Nevada 89711
Business: 775-687-0454
Cell: 775-848-2619





Micah Salerno
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From: Carlos Romo [renoromo@sbcglobal.net]
sent: Wednesday, July 11, 2012 2:11 PM

To: Carrie L. Parker

Cc: Jake O'Shaughnessy; Micah Salerno
Subject: Fw: NDC Special Meeting/Hartford

Hi Carrie: Appears that all the Committee members received this e-mail from Ms. McCall so now I'm sending it
10 you with a cc to Jake and Micah.

Thank you for your attention.
Carlos

----- Forwarded Message ----
From: "McCall, Jennifer" <jmccall@cityofsparks.us>
To: "rrreed@doc.nv.gov" <rrreed@doc,nv.gov> ; "davie@lcb.state.nv.us" <davie ich.state.nv.us>; "koliver@gch.nv.qov"

<koliver@gcb.ny.gov>; "renoromo@shcglobal.net” <renoromo@shcgiobal.net>; "ssisco@dot . state.nv.us"
<ssisco@dot.state.nv.us>

Sent: Wed, July 11, 2012 1:22:18 PM
Subject: NDC Special Meeting/Hartford

Dear Committee,

As the person that has managed the deferred compensation program for the City of Sparks for the
st seven (7) years, please be advised that it would be of great detriment to city employees and
myself if we lost The Hartford as one of our deferred comp representatives.

The Hartford and their financial advisors have handled our accounts with integrity and
professionalism. Our Account Representative is dedicated, loyai and responsive. In fact, | have

never received a complaint from an employee, only concerns with the possibility of losing The
Hartford.

| hope the Committee makes a decision that benefit's the whole and allows us the option of staying

with The Hartford. In reference to open meeting law, it is my desire to have my statement read into
public record.

Thank you for your consideration.

Jen McCall, SPHR - Human Resources
Beniefits, Employee Relations & Training

775-353-4023
imccall@cityofsparks.us
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From; Dreyer, Wayne K [WDreyer@dot.state.nv.us]
ent: Monday, July 16, 2012 7:33 AM
To: Micah Salerno
Subject: M3G FOR REX REED SUPPORTING RFP PROCESS INCLUDING ALL POTENCIAL
VENDORS

Mr. Reed,

I recently attended a Deferred Comp public meeting (7/12) regarding in part the “RFP”. In particular, whether to
consider only Hartford and ING in the RFP or to consider all gualified potential venders.

Fthink we should hear all possible legitimate offers by venders before making final selection. Additionally, 1am a bit
curious why there is so much support to only consider Hartford and ING. With Hartford preparing to selt off this part of
their business, how are they a good candidate? | am concerned about a couple of things, Hartford’s S&P rating down
grade, Hartford selling off their retirement business {early 2013), and any obligation by the future purchaser of Hartford
Retirement to fulfill Hartford’s NDC obligations. | certainly understand why Hartford wants to limit the RFP process to
them and ING. By limiting the RFP, Hartford strengthens its retirement business {retaining NDC}), making it more
valuable. | see how that helps Hartford’s bottom line but | don't see how that helps me as a NDC investor.

Thanks,

Wayne Dreyer

This communication, including any attachments, may contain confidential information and is intended only for
the individual or entity to whom it is addressed. Any review, dissemination or copying of this communication by
anyone other than the intended recipient is strictly prohibited. If you are not the intended recipient, please
contact the sender by reply e-mail and delete all copies of the original message.





July 15, 2012

Nevada Public Employees’ Deferred Compensation Committee
Nevada State Library & Archives Bldg.

100 Stewart Street, Suite 210

Carson City, NV 89701

Dear Chairman Reed,

Iam a participant in the NDC and a Certitied Retirement Counselor, CRC® who watches NDC meetings
over the internet. | am writing o express my utter contempt regarding the outcome of the Committee’s
vate yesterday to enter into negotiations with Hartford as a result of the RFP process. | feel the
Committee’s decision was NOT in my best interest, or any other participant, given the advice provided
by the Deputy Attorney General, Ms, Carrie Parke, and the Committee’s Investment Consultant, Jake
O’Shaughnessy from Arnerich Massena which was acknowledged but ignored by the majority vote of the
Committee,

It was my understanding that the Committee’s scoring process was designed to determine which finalist
would be selected to begin negotiations for a new contract. The scoring outcome placed ING as the top
finalist, yet a vote was made to begin negotiations with Hartford — 2 company who is selling their
retirement business to the "we don’t know yet” Company. What was the reason to select Hartford over
ING? it appeared the only reason was based on the fact that Hartford has been the provider for a lang
time and nothing to do with the best investment choices for participants. Maybe the Committee
members who are responsible for this disturbing decision are financially able to afford this type of
uncertainty or risk — I can assure you, | am not. it's unsettling to realize how many other participants are
totally unaware of the additional risk they've just been forced to bear, As of this marning, | have
suspended my contributions to the NDC ag § have lost faith in the Committee's ability to exhibit care,
skill, prudence and ditigence with my money,

It was chvious that the Committee’s Investment Consultant and Co-Fiduciary was concerned about the
decision when they declared they could no longer maintain a working relationship with the Committes if
the motion passed. Who can blame them? As the Cormnmittee’s Co-Fiduciary, they are abligated to make
decisions in the best interest of ALL participants. They cautioned the Committee about the lack of
transparency and their advice was ignored. They cautioned the Committee about higher costs to
participants and their advice was ignored. It goes on, but the bottom line is that the Committes did not
exercise the Prudent Person Rule ~ a furidamental requirement of any fiduciary.

Although | am unfamiliar with Mr. Sisco, Ms. Cliver or Dr. Romo’s background, they are relatively new
appeintees to the Committee, and | question their level of knowledge of the defined contribution
industry — especially considering they ignored the expért testimony from those who make the
investment industry their living. Equally troubling was Committee member Sisco's comments that
displayed a blatant disregard for, and dismissal of, the State of Nevada's Attorney General Office and the
Committee’s Investment Consultant. Mr. Sisco was absent during the entire finalist presentations and
still ignored the advice of the experts. Anyone who were to watch just the last 30 minutes of the
meeting video would understand that Mr. Sisco needs to look no further than the mirror to see the bias
he touts of other Committee members.





Mr. Sisco made a motion in what appeared to be an attempt to provide a sciution to the elevated
concerns regarding this decision: get Tort Claim Liability Insurance.

| am aware that you dnd Vice Chairman Davie registered a nay vote on this potentially disastrous
decision and | thank you for taking your fiduciary responsibifities seriously. Hopefully some action can
be taken to reverse this outrageous decision including consideration for the replacement of Committee
members who exhibit questionakle or unprm‘essional? behavior at Committee meetings.

i

Respectfully, -7 [
Brenda Burt

e A g






July 20, 2012

Dear Ms. Burt:

The committee was forwarded your letter written to Chairman Reed dated July 19, 2002. Since a fair

amount of your unhappiness seems to be with me personally, | am happy to provide a reply to your
letter.

You indicated in your letter, frustration that the committee failed to follow the advice provided by legal
counsel. That is actually not correct. At a previous “non-meeting” or “closed-door meeting” requested
by legal counsel, the committee was advised that scores did not have to be the final deciding factor, as
long as sufficient justification existed for the selection made. Unfortunately, when lega! counsel
interjected herself into the final deliberation, her emphasis should have been on the need for that
explanation and justification so that everyone would understand the reasoning behind the vote.
Conflicting advice in the heat of a debate is very troubling for members to deal with.

You indicate in your letter that awarding the contract to Hartford will result in higher costs to
participants. Again, this is incorrect. Although | personally have concerns about the legality of the
motion and subsequent vote to accept bid alterations (since such an action was not on the posted
agenda), even with the revised bids, Hartford’s overall costs were still lower, particularly when you
consider that Hartford is not charging basis points on the general account which holds the majority of
participant funds. Ultimately we selected the bidder that provided the lowest overall costs.

I am confident that each committee member had their own reasons for voting as they did. { have no
doubt that all of the committee members did as | did which was to spend an enormous amount of their
own time in extensively reviewing the proposals to come up with the right decision. | believe that one
item that split the board was those of us that believed that participant preference and input should be
considered in the final decision, as compared to those that believed that participant preference and
input had no place in that decision. We not only had a substantial number of individual participants
provide input and support for Hartford, but also had ma ny representatives from partnering employers
express that their entire group had a comfort level and preference with Hartford.

Ultimately | too was personally not happy with the final outcome. However, a series of decisions and
events led us to that point, and the options available to us at that time were limited. For me, having an
entire new way of operating the program that conflicts with current regulations is incomprehensible. |
believed, and [ still believe that the better course of action would have been to extend the current
contracts with both providers while the committee decides how the program is to operate, promulgate
regulations to match that plan, and then redeveiop an RFP that is in compliance with those regulations.
Ultimately when | cast my vote, i took into account the requirements within the regulations that cailed
for the committee to base its selection on “the variety and quality of any investment options offered to





participants and the projected costs submitted by each applicant.” Since, due to the deficiencies in the
RFP, we only had the Hartford General Account as an investment option to consider; and since
previously the ING General Account had been removed from the program for “managerial issues;” and
finally, since the final score totals were only something like .003 percent apart, | believe the decision
made was the most appropriate given the options remaining available to us.

As | alluded to in the paragraph above, and as one participant put it: “This RFP process is the biggest
boondoggle ever in state RFP’s from the very beginning.” | would pretty much agree with that
statement. The committee is moving toward hiring staff that will have familiarity with required state
processes so that when the next RFP comes around, it will be in cormpliance with our current
regulations. As far as your concerns about Hartford selling their retirement business, as we had heard
rumors, both Hartford and ING are in similar situations with potential sales of their retirement
businesses. For that matter, any company can at any time sell all or a part of their business, and this
would put the Committee in the same situation. Pursuant to our agreements, the committee will have
the final decision as to whether or not to allow the agreements to be transferred.

As far as your last concern about me making the motion relative to the tort claim insurance, there was
nothing sinister in that action. The Deputy Attorney General provided the information; the Chair was
looking for a motion; the Vice Chair was out of his chair and packing up; and the issue was going to die if
a motion was not made. | made the motion the Chair was looking for, it was seconded, and it passed
unanimously. While you may not agree with my actions, hopefully this provides you with an
understanding of my perspective on this RFP process.

Sincerely,

%// %‘

Scott K. Sisco





Micah Salerno

A A L

——
“rom: the_burts@cox.net
.ent: Monday, July 23, 2012 9:51 AM
To: Sisco, Scott K
Cc: Micah Salerno; Carrie L. Parker
Subject: Re: Response to Nevada Deferred Compensation Meeting Concerns

Dear Mr. Sisco,

I wanted to thank you for the prompt and detailed response. Your letter has reinforced my

decision to no longer participate in the plan as I continue to be concerned with its
direction,

Respectfully,
Brenda Burt

"Sisco wrote:

Ms. Burt: Please find my attached response to your concerns with my
actions related to the Deferred Compensation Committee meeting of July
18, 2012. This letter is from me in my individual capacity, and is
not meant to represent the views of any other committee member.

Hopefully this response helps you better understand the actions taken
at that meeting. Scott Sisco

wWOWON VN WY Y

This communication, including any attachments, may contain confidential information and is
intended only for the individual or entity to whom it is addressed. Any review, dissemination
or copying of this communication by anyone other than the intended recipient is strictly

prohibited. If you are not the intended recipient, please contact the sender by reply e-mail
and delete all copies of the original message,





Micah Salerno
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“rom: Tim Murphy {thmaz2012@yahoo.com]
sent: Tuesday, July 24, 2012 2:04 PM
To: Micah Salerno

To whom it may concern,

My name is Tim Murphy and T am a State of Nevada employee for the last 27 years. After the July 18th def
comp meeting I feel compelled to write to express my great displeasure over the meeting to elect a new
provider. It seems that the 3 committee members who voted for Hartford may have other objectives in mind
other than the best interest of the state employees they are appointed to represent. ING received the highest
score. Hartford is getting out of the retirement business. ING had a better interest rate for the general fund.
Both the AG and consultant recommended ING, so what happened? One representative came in at the end and
still voted for Hartford without seeing the presentations. The consultant has submitted their notification that
they are no longer intcrested in representing the committee. What is going on???7?

I'am requesting that before any decision is made that a summary of what went on during that meeting is
published in the newsletter so that all statc employees can see how they are being represented.





Micah Salerno
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From: Sisco, Scott K [SSisco@dot.state.nv.us]
ent: Tuesday, July 24, 2012 2:40 PM
To: Micah Salerno
Subject: Fwd: THANK YOU

Micah: Please distribute to all committee members. Thanks. Scott

Scott K. Sisco, Assistant Director, NDOT
Sent from my iPhone

Excuse the typos - little buttons, big fingers!
Begin forwarded message:

From: "John C. Datian® <jcdatian@nta.nv.qovs

Date: July 24, 2012 5:34:48 PM EDT

To: "ssisco@dot.state.nv.us" <ssisco@dot.state.nv.us>
Subject: THANK YOU

Mr. Sisco, THANK YOU for listening to the members and their concerns.
Respectfully,

John Datian

Compliance Audit Investigator |1
State of Nevada

Nevada Transportation Authority
2290 S. Jones Blvd, Suite 110
Las Vegas, Nevada 89146
Phone: 702-486-3303 x 420
Fax: 702-486-5876
jcdatian@nta.nv.qov

website: www.nta.nv.qov

This communication, including any attachments, may contain confidential information and is intended only for
the individual or entity to whom it is addressed. Any review, dissemination or copying of this communication by
anyone other than the intended recipient is strictly prohibited. If you are not the intended recipient, please
conlact the sender by reply e-mail and delete all copies of the original message.





27 July 2012

The Honorable Brian Sandoval
Governor of Nevada

State Capitol Building

101 N, Carson Street

Carson City, NV 89701

Dear Governor Sandoval:

I am writing to express my deep concern with the current state of the Nevada Public
Employees Defined Contribution Program (NDC) retirement plan.

I am a Foundation Professor of Chemistry at the University of Nevada, Reno, and T am an
active participant in the NDC plan. As you may know, Nevada System of Higher Education
employees may contribute to the NDC 457 plan in addition to NSHE’s own defined
contribution plans (401a and 403b). 1 have a substantial amount of my personal retirement

assets invested at NDC, and thesc assets cannot be rotled over into a different plan until 1
retire.

I must emphasize that 1 am writing only on my own behaif, but I am also a member of
NSHE’s Retirement Plan Advisory Committce, which advises Chancellor Klaich as Plan
Administrator for our defined contribution plans. [ have had to learn a lot about defined
contributions plans in this service role. I have closely followed the NDC Program in the past
few years as a model for how to improve our retirement program. The NDC has been at the
forefront at applying current best practices in defined contribution retirement plans and in
keeping up with complex federal guidelincs. 1 was therefore surprised and disconcerted when
recent membership turnover on the NDC Committee resulted in a complete change of course.

The NDC program is in a state of crisis. The Executive Officer recently left the position to
accept employment elsewhere in state government. The administrative assistant position ig
also vacant, so they have no permancnt staff. Most alarmingly, the plan’s investment
consultant and co-fiduciary, Americh Massena, a well-respected national firm, has resigned
citing “different views over the direction and process of the retirement plan.” The
resignation of a retirement plan co-fiduciary appears to be unprecedented. This leaves the
Committee with no investment and retirement plan expertise to help it meet is fiduciary
duties under state and federal law. '

The five-year contracts of the two current recordkeeping and investment providers will expire
on 12/31/2012. The NDC Committee recently went through a Request for Proposals process.
The committee members could agree on almost none of the facts and the public meetings
degencrated into personal attacks. I have observed many state board meetings (e.g., PEBP)
and legislative hearings, some with heated arguments, and have never heard anything so
uncivil. The scorings of the REP proposals for the six original companies and four finalists
were so widely divergent among the five committee members that it is hard to believe they
were all reviewing the same (confidential) proposals. At the end of the finalist interviews,
one company received the highest scores, but the Committee nevertheless voted 3-2 to award
the contract to a different company, the largest incumbent, in apparent conflict with the terms
of the RFP. To an outside observer, it appeared that some of the members were so devoted to





a particular provider that no information in the proposals or considerations presented by the
independent co-fiduciary would have swaycd their positions. Either of the two top scorers

would leave nearly $300M in participant guaranteed income accounts backed solely by the
general obligations of a single insurance company with only an A— financial strength rating
(S&P) and without full disclosure of the underlying assets and expenses. That is against the
NDC’s own Investment Policy requirement o “provide necessary disclosure of underlying

portfolio holdings, performance and fees to ensure proper risk assessment, performance and
fee evaluation.”

Given the dysfunction of the committee and the lack of any staff or consultant with
investment or retirement plan expertise, T have no confidencc in the current NDC Committee
acting as fiduciaries in the best interests of plan participants. It is unlikely that the current
committee could hire a highly qualified consultant and co-fiduciary after the sudden
resignation of Arnerich Massena following the RFP vote. Even replacing the entire
commitlee, it would take time for new members to learn about the complex plan issues. The
only course of action [ see left is to recommend that you dishand the NDC Committee as an
independent board and place the program in ‘receivership” with an established state agency
that has broad expertise in managing investments, for example, PERS or the Nevada College
Savings Plan. With $575M in state employees” and relirees” assets at stake, this would be the
prudent course of action given the current situation. Time is of the essence becaunse of the
impending expiration of the provider contracts. Since Armerich Massena was responsible for
negotialing a new contract, | have no idea how a contract will e established.

T'understand that you and some legislators arc considering a defined contribution plan for
state employees as a partial replacement for the PERS defined benefit plan. As aNSHE
employee who relies solely on our defined contribution plan (with no pension or social
securily as a backup), I am acutely aware of both the advantages and disadvantages of
defined contribution retirement plans. Regardless of those issues, I hope you will agree that
the Nevada Defined Contribution plan needs to have its house put in order to serve as any
sort of model for a future state plan.

T'would be happy to discuss this issuc further with you or your staft. Thank you very much
for the opportunity to state my concerns.

Sincerely,

Mot M oo

Dr. Kent M. Ervin
Reno, Nevada

cc: NDC Committee, ¢/0 Ms. Carrie L. Parker, Deputy Attorney General





Micah Salerno
R

~“rom: nynv81@peoplepc.com

sent: Sunday, July 29, 2012 11:36 AM
To: Micah Salerno

Subject: contract negotiations

I want to thank you for the outcome of the recent contract negotiations you have worked so hard on.

I'am a retiree who was a participant in the Hartford deferred compensation plan. Their reps, their plan offerings, their

availability to answer questions anytime and anywhere are unbeatable and your decision will be a huge benefit for all
state participants,

Regardless of Hartford's future plan to divest themselves of the retirement section of their business | have no doubt they

will ensure that the new company will be as attentive and forward looking and devoted to their participants as was
Hartford.

Thank you for this difficult but correct decision for Nevada employees and their futures,

Pat DeRago





July 30, 2012

Office of the Governor
101 N Carson St

RE: Deferred Compensation concerns

I am writing today to express my alarm over the direction of the Deferred Compensation
program. I follow the meetings closely, as I have trusted the fund with all the money to
supplement my state retirement income,

From the actions and discussion in the meetings, I clearly see a lowering of standards for the
program’s staffing and oversight, and the puzzling and irresponsible bias of several of the
newer members of the board. 1 want to see professional staff, not merely clerical, guiding and

monitoring the program. Against the Chair’s and senior board members objection, the position
is being downgraded.

Learning through news accounts of the financial position of the Hartford and their plans to sell
the retirement component, the push by the board's new members to support all things Hartford
is more than unsettling, it’s very suspicious and makes me ask about some hidden agenda.
These new members ignore the opinions of the experienced members and staff and seem bent
on putting their heads in the sand and supporting Hartford’s interests in all matters. They are
s0 blatantly biased that even the Hartford representatives sometimes seem embarrassed. Also,
it is troubling to hear Mr. Sisco ridicule staff and their opinions. Board members are
appointees; the Governor should know how the board members are discharging their authority.

Throughout the last few years of bad economic conditions, I have continued to place money in
the deferred compensation program. 1 felt confident, until this last year, that | could trust the
board and plan providers. Please consider my comments and look into the direction of the
board. I have attached two articles that I hope you will take a minute to review.

Nan Bowers

Librarian

Legislative Counsel Bureau
Nan89423@gmail.com
2937 Hot Springs Rd
Minden NV 89423
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The Hartford Will Break Apart, Raising Questions About
Jobs

- March 21,2012 By MATTHEW STURDEVANT, msturdevant@eourant.com, The Hartford Courant

Connecticut's largest employer in the insurance industry, The Hartford, is breaking apart.

The Asytum Rill company that dates to 1810 enjoyed relative calm from the time it was spun off by ITT Corp. in 1995 to its near
collapse in 2008, a peried when other multi-line insurers such as Travelers and Aetna were splitting into pieces.

Itie Hartford Financial Services Group said Wednesday that it will end new sales of annwities to individuals on April 27, and thar
o Wis gelling jts individual life-insurance busiriess [ELiremcnt piags and its Woodbury Financia) Services

The breakup follows weeks of intense pressure from The Hartford's largest sharghotder. a New York hedge fund managed by
billionaire John Paulson, It is not, however, a spinofT of property-casualty operations from life insurance, as Paulson had wanted,
After the annuities runoff and sale of life and retirement units, The Hartford plans to focus on property-casualty, group bencfits
and mutus! funds — more profitable and less volatile businesses — in hopes of unlocking share valye and sefting the stage for
growth.

"We want to be & superior-performing company, we want (o create sharcholder value, and the status quo, in our view, was not
going to get us there in a reasonable period of time,” The Hartford's CEO, Liam E. McGee, told The Courant in an interview.

The effect on jobs in central Connecticut, where The Hartford has 10,300 of its 24,400 total employecs, remains unclear. Some
cmployees said the mood in the Simsbury office, where hundreds of people work in annuities, and af the company's main campus
in Hartford, was jittery.

In New York, the proposal was met with a lukewarm response by Paulson, whose firm, Paulson & Co., owns 8.5 percent of the
company.,

“We support todsy's actions, not as a conclusion of the strategic review, but as 4 first step in creating a clear delineation between
The Hartford's P&C and non-P&C businesses,” Pauison & Co. said in a statement, adding, "While we appreciate the extensive

work of The Hartford's board and management, we do not believe the positive actions announced today address the main problem
with The Hartford's undervaluation.”

Shares opened up sharply and later scttled, closing at $22.02, up 31 cents, or 1.4 percent, on the New York Stock Exchange.

The breakup plan is the latest and most dramatic recovery siep in The Hartford's 4-year odyssey, since investmentiosses —
including mortgage-backed securities — eroded the company's strength at the start of the recession. The cosmpany has had
massive execulive changes. including the carly retirement of Ramani Ayer, s CEO who had guided it through years of growth: a
huge cash infusion by a German insurer: a $3.4 billion federal bailout; and thousands of job losses amid restructuring,

As Wall Street studied the plan, the question coursing through the city and state was about Jobs at the Stag, the company's mascot
and nickname. Decades after other insurers spread their workforces far and wide, The Hartford maintains an astounding 40
percent of its payroll at home, and any radical step is vicwed as a threat to that situation,

McGee said he believes that the new strategy couid lead to job growth,

"I think as we strengthen the company with this plan. both Connecticut and the city of Hartford remain incredibly important to
our company,” McGec said. " would hope as we implement this plan, it gives us a platform to invest and create new jobs in a
prosperous, growing Hartford — the company.”

"We'll continue, as we have been, to be a very involved citizen, whether it be in our Asylum Hil! project, whether it be in helping
the demolition of the Capitol West building, and all the other things our leammates do in Connecticut and the city of Hartford,”
McGee said. "If anything, | view this as an opportunity to continue to invest and grow in Connecticut and in the city of Hartford,
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Preparing for retirement plan
audits

To avoid steep fines, make sure that clients are compliant with all DOL and
IRS reguiations.

-May 27, 2012 6:01 am ET investmontnews.com -~
For some, “audit™ can be the most feared word in the English language. And this year, the Labor
Department is doing its utmost to spread the word.

The buzz is that the deparhﬁ_ent is stepping up its efforts to audit 401 (k) ptans and other employer-
- sponsored retirement plans. -

Itis in the middie of hiring 1,000 new employees, including 670 investigators, as part of its increased
focus on noncompliance issues.

The resuits have been eye- popping: 70% of retirement plans-audited by the Labor Department were
fined, received penalties or had to make reimbursements for errors in 2009 and 2010, according to
the latest figures available. Plan sponsors coughed up more than $1 billion in corrections,
reinstatements and fines, for an average assessment of $450,000, the department reported.

Although those numbers may be chilling, the wind is expected to blow even harder and colder this
year. Fortunately, plan sponsors can help protect themseives from this environment by running to
the embrace of their financial adviser.

Whether advisers are huggers or not, they can help clients prepare for the possibility of an audit by
helping ensure that their retirement plans are shipshape before an auditor ever knocks on their door.

“ Advisers are encouraged to conduct a plan review with each of their retirement plan sponsors
- annually or even biannually, with an eye toward uncovering common probiems, many of which can
be fixed easily and inexpensively. There is perhaps no better way for advisers to demonstrate their
value to plan sponsors, especially in light of the new disclosure reguiations for retirement pian fees
and commissions taking effect this year,

The cost of fees and commissions pale by comparison with the potentia fiability associated with
adverse findings from a Labor Department audit.

Advisers should look for these common mistakes made by retirement plan sponsors:

Falling to foliow thelr plan document. Plan Sponsors are responsible for keeping retirement plans
in compliance with tax laws. They also are responsible for communicating any changes to the plan
document or plan’s operation to anyone servicing their pian. Changes to the plan document also
should be made to the summary plan description. Mistakes happen, and when they do, they shouid
be corrected as soon as possible.

Neglecting to enroli new empioyees in the retirement plan in a timely manner. The plan
document should define who is considered an employee and spell out the requirements for when





employees become eligible to become plan participants and make elective deferrals to their 401(k)
plan. itisn't uncommon for plan administrators to assume mistakenly that their plan doesn't cover
part-time workers, or fail to account for empioyees who choose not to make deferrals when the
employer is making contributions to the ptan or running nondiscrimination tests.

Ignoring loan provislons. Many 401(k)s permit loans to plan participants. However, plan sponsors
should make sure their plan documents allow loans, and speli out provisions for the loans before
allowing participants to borrow money from their plan.

Forgetting to file Form 5600. Plan sponsors generally are required to file an accounting of the
plan’s assets, operations and other details annually. Employers sometimes make the mistake of
assuming that a third-party administrator or service provider has filed on their behalf.

Failing to invest the assets on a timely basis. Employers are responsible for contributing elective
deferrals by plan participants to the plan’s trust. Employers need to determine the earliest date by
which they can segregate deferrals from general assets. That date should be compared with the
actual deposit dates and any plan document or other requirements.

Although fines for infractions can be stiff, the Labor Department and the Intemal Revenue Service,
both of which oversee aspects of retirement plan compliance, have taken pains to help plan
sponsors spot and correct problems. A self-correction system permits plan sponsors to fix certain
plan failures without contacting the IRS or Labor Department.

The key is to be proactive.

It is critical for advisers to review their clients’ 401 (k) plans for compliance frequently. Doing so won't
help a plan sponsor avoid an audit, but it can help make the word “audit” a lot less scary.





Micah Salerno

From: James Dotchin [jddotchin@gmail.com]
Sent: Wednesday, August 08, 2012 10:05 AM
To: Micah Salerno

Subject: Concern about The Hartford

To whom it may concern:

I'am very concerned that the Hartford is on the REP list for the deferred comp plan provider when they have
stated (on your website) http:j/defcomp.state.nv.us/Docs/HartfordSharonRitche yPlanSponsorLetter.pdf that they
plan to sell their retirement branch and will no longer be offering the service. If they do win; and I understand
that they were selected by the board, and T am forced to transfer my funds from my ING plan to the Hartford
will T then be forced to (ransfer them again when the Hartford is no more? This sounds very strange to me.

I'switched my Deferred Comp from the Hartford to ING in March of 2012 because of the terrible customer
service supplied by the Hartford representative in Las Vegas. I could not gel a return phone call, and forget
about some advice. After more than one bad experience during the 2008 market downturn and the recovery
after I decided to switch to ING, My new ING representative Eric Wyer will come into my cubical to discuss
my investments whenever I call him. 1am more than happy with his assistance and his professionalism. Mr.
Wyer schedules appointments in our smail NDEP office in Las Vegas every quarter for us 1o stay informed and
to make any changes if necessary.

When ] heard that the Hartford may get the contract next year I had to write this e-mail on my break this
morning, they have horrible customer service in Las Vegas and on top of that they may not be in existence next
year. Thelieve that they should be remove from consideration because of this alone. T am not alone in my
CONCCINS.

Thank you for taking my comments into consideration.

Regards,

James R Dotchin # 37558
Division of Environmental Protection

Bureau of Corrective Actions
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DEFERRED COMPENSATION COMMITTEE
CLOSED MEETING MINUTES FOR

Wednesday February 29, 2012

The closed meeting of the Nevada Deferred Compensation Committee was held on Wednesday, February 29,
2012, at 11:55a.m. in Room 2135 of the Legislature Building, 401 S. Carson St., Carson City, NV. A copy of this
set of “meeting minutes,” the audio recording and other substantive exhibits, is available on the Nevada
Deferred Compensation (NDC) website at: http://defcomp.state.nv.us/NDC MinutesMeatings.htm.

STAFF, BOARD, ATTORNEY and QTHERS PRESENT:

Tara Hagan, Executive Officer

Jenny Potts, Secretary

Rex Reed, Chair

Brian Davie, Member

Karen QOliver, Member

Scott K. Sisce, Member

Carrie L. Parker, Deputy Attorney General
Jake O'Shaughnessy, Arnerich Massena

These minutes are a draft subject to approval by the Deferred Compensation Committee at the next regularly
scheduled mesting,

Call to Order (Audio: 00:01)

The closed meeting of the Deferred Compensation Committee was called to order at 11:55am,
February 29, 2012, in Room 2135 of the Legislature Building, 401 S. Carson St., Carson City,
NV, Members Present: Chair Rex Reed, Brian Davie, Karen Qliver, Scott K. Sisco, and Deputy
Attorney General (DAG) Carrie Parker.

Staff noted that the closed session is regarding the Provider Request for Proposal (RFP) and
wanted to go over the differences from the current RFP and the 2007 RFP, and to discuss
recommendations regarding stable value options.

Chair Reed noted they would go through the entire RFP by page.

Staff reminded the committee that once the RFP is released there would be a blackout period
where there shouid be no discussion or communication with any current provider, potential
bidder, lobbyist or any interested party at any time during the process until the sealed bids are
received in the NDC office on April 30, 2012.

Nevada Libraiy & Archives Bldg., 100 N. Stewart Street, Suite 210 Carson City, NV 88701

775,684 3307 7756543088 FAX





Mr. Sisco questioned if the communication just pertains to the RFP or should all
communications with current providers not take place.

Staff suggested that the committee not have any communication with current providers during
this 2 month period so that the RFP process is not interrupted by an appeal.

DAG Parker stated they could contact the current providers to make changes to their personal
accounts, but not for any other communication.

Page 3 of the memo from staff: Chair Reed questioned why the wording has to say 'required
minimum revenue’ under “Review Scope of Service”, line 3. (Memo)

Mr. O'Shaughnessy with Arnerich & Massena addressed the question stating it is normal to use
this wording but it does not have to say ‘minimum’.

RFP Page 1: Chair Reed asked if there needed to be a meeting if questions are submitted.

{Audio 9:25)

Staff and Arnerich Messena noted they generally take care of questions, so a meeting wouldn't
be needed.

RFP Page 9: Chair Reed questioned why ING has fewer participants in the political subdivisions
of the FICA Plan. (Audic 10:20)

Staff commented that many of the participating employers were historically with Hartford and
Hartford brought them to the State Plan. The FICA plan has a contract with the state and will
have an option to renew their contract or go out on their own once the RFP is awarded.

RFP Page 10: Chair Reed requested an explanation of line 1 “ING Stable Value fund requires a
12-month put option”.

Mr. O'Shaughnessy explained the process of the Stable Value Fund. {Audio 11.35)

RFP Page 13: Chair Reed asked for clarification on the Trustee/Custodial Services. {Audio
13:28)

Staff stated that the committee is the trustee and has trustee agreements with both current
providers but the money has to be held somewhere and the documents refer to that.

Staff stated the importance of the recommendation from staff and Arnerich Massena on the
change of the stable value account. For the benefit of the committee and their liability, and the
participants; all assets in the plan, regardless of the investment option, must be in trust, owned
by the plan and under the control of the committee. In this plan we can no longer afford to have
the risk to hold money in an insurer's general account, which is owned by the insurer, and
subject to general creditors of the insurer. The assets need to be in trust and owned by the plan.

(Audio 14:05)
Mr. Sisco questioned if this is referring to doing away with the Hartford general account,

Chair Reed noted that many participants have money in the general fund and may be
contacting the NDC with questions on why this fund would be eliminated because they are
happy with the 4% return they have been getting.

Mr. O’Shaughnessy stated that getting out of a general account can take up to 5 years. The
general account is basically like “loaning” money to the Hartford and making 4% on the loan. If
the Hartford were to declare bankruptcy all the assets in the general fund would get hung up in
bankruptcy proceedings which can take a lot of time. The committee has no control over the
funds in that account or what the Hartford does with those funds. Participants may not
understand some of the risks they are taking by investing in the general account.





Chair Reed stated we cannot understand the risk related to the general fund because it is
hidden and they won't disclose into detai! where the money is invested.

Mr. Davie stated that we (the committee) don't have control of over half the assets in the
program because of the money in the general account. He questioned what risks the Hartford is
taking in that account, to get us a 4.5% return on the money.

Mr. Sisco questioned that in making this change then the general account would not be
available?

Mr. Sisco stated concern on the participant loan program costs that he believed were heing
unfairly spread through all participants rather than being paid by the participants that use the
service. (Page 13 under Minimum Requirements #4) (Audio 26:36)

Mr. O’Shaughnessy explained some usual practices of a participant loan program but stated
that some administrators handle that issue differently.

Mr. Davie also had some hesitancy and concerns about the loan program

Mr. O’Shaughnessy recommended that everything you may want in the next 5-10 years be put
in the contract at the beginning because you don't want to have to go back and add something
to the contract 2 years from now because there will be a charge.

Mr. Reed noted that the topic of loan provision should be on the next agenda for discussion, Mr.
Davie agreed.

RFP Page 17: Chair Reed noted that the wording needed to be changed, in the paragraph
starting “A Notification of Intent to Award...” last sentence, to say “If contract negotiations
cannot be concluded... upon written notice MAY negotiate...”. (Audio 32:12)

Staff and committee had discussion on the weighting factors for the evaluation and scoring of
the RFP (summary on memo, page 3 (Memo)}. {Audio 32:35)

RFP Page 19-21: Mr. Davie noted the charts were broken down too much and would like to see
them consolidated by combining categories (i.e. number of participants, assets etc.). He also
stated that he didn't see a question regarding “how many other state plans they administer”.

(Audio 50:44)

RFP Page 23: Chair Reed asked for clarification on B-11 warding for “selecting participant
service representatives”. (Audio 54.02)

RFP Page 28: Chair Reed referenced B-59 regarding investment advice to participants and
asked for an explanation on this question. {Audio 55:14)

Staff noted that our current providers cannot offer investment advice, but some providers do
and some plans have added that service. Discussion was made between staff, the committee
and Mr. O’Shaughnessy regarding this type of service to participants.

RFP Page 30: Chair Reed asked if it was necessary to have question C-5 if we have an open

architecture. {Audio 57:40)

Mr. O'Shaughnessy gave an example of how this question might apply in a plan.

RFP Page 38: Chair Reed asked Mr. O’Shaughnessy to explain how a 'sliding scaie fee
structure based on plan asset levels' would work in regard to question D-7. (Audio 59:05)

Mr. O’Shaughnessy provided an explanation of how this process works.





Chair Reed shared a concern with the scoring process because it could be skewed by one
member giving 90 points and someone else giving 60 points, it would skew the final number. He
suggested having someone from Purchasing come in and discuss if there is a different model to

use for scoring. {Audio 1:03:09)

Mr. Sisco cautioned having Purchasing invoived and stated that as long as everyone is
consistent from applicant to applicant it will balance out.

Staff spoke with Purchasing and they said they see scoring discrepancies all the time, but they
have never seen it skew ar change the final decision.

Mr. Davie questioned if the committee would have an opportunity to explain their scoring.
Staff stated it is required per Purchasing guidelines.

Mr. Davie noted that in going over the scores it may explain why someone scored a certain way
and could change some people’s minds, or their own.,

Mr. Sisco requested that the point about the blackout be reiterated in the open meeting so
everyone in public is on notice.

Ms. Parker stated that the weighting for the scores has to remain confidential and each proposal
that's evaluated, but to accept the RFP as amended can be done in the open meeting. (Audic

1:07:11)

The closed meeting was adjourned at 1:04 PM.

Respectfully Submitted:

Micah Salerno
Administrative Assistant

Approved by:

Supporting Material

Staff Memo
Attachment A
Attachment B
Draft RFP






State of Nevada
Deferred Compensation Committee
Schedule of Meetings

2011 2012

Thursday, August 16, 2012
9:00 AM
{Quarterly Mesting]
Legislative Building
401 S. Carson 5t., Room 2135
Carson City, NV 89701

September 29-October 3
{Mational Conference}
National Association of Governmental
Deferred Compensation Administrators
Place: San Diego, CA

Thursday, November 15, 2012
9:00 AM
{Cuarterly Meeting)
Legislative Building
401 S. Carson 5t., Room 2135
S Carson City, NV 89701

Thursday, December 13, 2012
9:00 AM
{Planning Session!
Room TBA
Carson City, NV 89701
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Great-West

RETIREMENT SENVICES

Gregory E. Seller

Senior Vice President, Government Market
Great-West, Retirement Services

8515 E. Grehard Road

Greenwood Village, CO 80111

Phone: {303) 737-4324

Fax: {303) 737-3110

Emall: gregory.seller@gwl.com

July 27,2012

Ms. Carric Parker

Deputy Attorney General

State of Nevada

Office of the Attorney General
100 North Carson Street
Carson City, Nevada 89701-4717

Re: Motion of Petition [or Reconsideration Regarding the Award of a Contract for the Nevada Public
Employee’s Deferred Compensation and FICA Alternative Plan Requesi for Proposal (RFP) for 457(h)

Administralor Services

Dear Ms. Parkcer:

On behalf of Greal-West, we would like (0 request that two items be added to the next Deferred
Compensation Committee mecting agenda for key matlers we believe should have been covered at the
July 18, 2012 committee meeting. We believe that these two ilems are critical issues that should he
resolved prior (o the State of Nevada entering into final contract negotiations to avoid the potential for a

protest:

L We believe that there has been solid evidence placed on the record demonstrating that Hartford did
not meet the required Minimum Requirements as outlined in the RFP and that they should not have
been eligible to submit a proposal. Based on the evidenee on the record, we believe there is only one
plan for which the Hartlord provides 457 plan administration mecting the Minimum Requirements:
the State of Nevada. The questions we are raising are based upon Hartford’s own testimony on this
matter at the May 15", 2012 Commitiee meeting, as well as other documentation available in the

public record.

As the transcripts and recordings from May 15" Committee meeting show, under Item #38, Dr.
Romo is on record asking Hartford why they submitted a bid if it did not appear they qualified.
Initially Hartford refused to sign the Certification of Compliance that they qualified, stating that they
did not know if they met the Minimum Requirements. Hartlord asked the Stale of Nevada for an
exemption and actually asked the Exccutive Officer if thcy met the bid requircments as they were
unsure. Hartford’s request for an exemplion as the incumbent was not granted.

During its testimony, Hartford read an email on this topic dated March 9, 2012, that was sent to the
Executive Officer and Arnerich Massena and Associates, but did not identify three plans that allowed
them to bid. Hartford went on record slating that Clark County had only $430 million in assets,

which is short of the $500 million Minimum Requirement.





At the same meeting, Hartford stated that it administers the State of Towa 457, 401(a) and 403(b)
Plans with $325 Million in assets. The Iowa plan falls short of the standard both in terms of the
amount of assets and the fact that it is not solely a 457 plan, containing both 403(b) and 401(a) assets.

Hartlord also stated that they provide services for both the Mayo Clinic and the City of Chicago, but
said both of these plans are “investment only” which would disqualify them from consideration,

Finally, Hartford mentioned the City and County of Denver 457 Plan, which has only 8,600
participants, short of the required 10,000 participants. Also, Denver doesn’t have multiple payroll
interfaces with its provider(s).

We would like to request an independent verification of both Hartford’s and ICMA s respective
assets and participants for the Clark County Plan as we believe there are discrepancies. We would
also like to request that the State of Towa assets be verified that are specilic to 457 plans and not 403
{b) or 401 plans. We belicve, and we arc sure the Committee would agree, that all RFP respondents
and particularly the successful bidder, should be held to the same standard in meeting the Minimum
Requirements that were clearly outlined in the RFP. To do otherwise is to risk the validity of the
process.

2

We believe that the final scoring from the July 18" meeting includes a range of scoring thal is not an
accurate reflection of the industry leading firms that were selected as finalists, and appears Lo be
subjective to the point of being of questionable validity. While we recognize that some degree of
subjectivity is unavoidable and indeed acceptable, we responded lo the State’s RFP in good faith,
believing that our firm and our proposal would be judged on their merits. However, the scoring
reflects otherwise, (o the extent that if one member’s scores were excluded, the outcome of the overall
RFP scoring would have been different. Not only is this unfair, but it is a disservice to the Plans’
participanis that the scorcs of one member could be permitted to skew the outcome of the scoring of
the majority of the Committee.

For example, one member graded Great-West a “4” under the category of “Open Architecture”, while
the other four members’ scores averaged “8.75”. We do not understand the basis for this degree of
inconsistency in the scoring, since Great-West clearly provides complete open architecture and is a
pioneer of this plan design concept.

Under “Rel. Exp/Org/Financial Strength”, this same member assigned the maximum score of “20” to
two companies with substantially lower financial ratings than the two companies that he rated a *10”.
Again we do not understand the rationale for this and question the fairness and accuracy of ralings so
inconsistent with the other four members who rated us 18.75 in this category.

In the category of “Participant Services,” this same member assigned Great-West #0.50,” while the
other four members® average rating of our firm was “21.25", In the calegory of “Plan Sponsor
Services”, this same member rated Great-West a “5,” while the other four members’ average score
was “9.25" out of a maximum of “10.”

Since this Committee member did not attend the finalist presentations and arrived al the meeting at
the end of the day at 4:50 p.m., he did not have access (o the information gained by the other four
members who listened to the finalists’ presentations and asked questions. We are questioning how he
gained sufficient information for his evaluation and scoring to be as valid as that of the other
Committee members. The disparity in this member’s scores is so great they appear biased.

Bascd upon these facts we would like to see this matter placed on the agenda for the next Commiltee
meeling to resolve the disparity in the range of scores and possibly adopt an errata with input from the
Plans” legal counsel, as well as an opinion [rom the Purchasing Department.





While Great-West is proud to be the #1 provider of 457 deferred compensation plans in the U.S., we do
nol believe we are automatically entitled to win every RFP to which we respond. However, we would
hope that we, and all the respondents, would be fairly and soberly evaluated on the basis of our merits and
in accordance with the criteria outlined in the RFP, To that end, we would like to better understand the
basis for the disparity in the range of scoring,

We appreciate your ime in reviewing this matter as well as your response.

Respectfully submitled,

Gregory E. Seller
Senior Vice President, Government Market

cc: Arnerich Massena and Associales

Securities offered through GWES Equities, Inc,, a Great-West Company

Great-West Retirement Services® refers to products and services provided by Great-West Life & Annuity Insurance
Company, FASCore, LLC (FASCore Administrators, LLC in California), First Greal-West Life & Annuity
Insurance Company, While Plains, New York, and their subsidiaries and affiliates. Great-West Life & Annuity
Insurance Company is not licensed to conduct business in New York. Insurance products and related services are
sold in New York by its subsidiary, First Great-West Lile & Annuity Insurance Company. Other products and
services may be sold in New York by FASCore, LLC.
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M. Bishop Bastien
5t. Vice President - Tax Exempt Markets

July 24, 2012

Ms. Carrie L. Parker, Deputy Attorney Genoral
State of Nevada

160 North Carson Street

Carson City, Nevada 89701-4717

Re: State of Nevada RFP for 457 Plan Recordkeeping Services

Dear Ms. Parker:

1 am writing to express our disappointment in the actions taken by the State of Nevada’s Deferred
Compensation Committee (the “Committee”) at its meeting of July 18, 2012 and its decision, which
clearly violates applicable Nevada law. At that meeting the Committee voted to award the contract for
the 457 Plan (the “Plan™) recordkeeping services to Hartford Life Insurance Company. ING Life
Insurance and Annuity Company (“ILIAC™) requests that the Committee reconsider its decision and
award the contract to ILLAC. ILIAC reserves its right to appeal from any decision awarding Hartford
the contract and expressly reserves alt grounds it may have to reverse the decision on appeal.

ILIAC seeks to avoid the necessity of filing an appeal and to afford the Committes an opportunity to
correct its errors by awarding the contract to TLIAC. The Nevada Revised Statutes (NRS) 333.335 sets
out the requirements that must be followed in the circumstances presented. It is quite clear that the
Committee violated these requirements. As you no doubt are aware, the Committee established a process
by which the interests of the State, the Plan and Plan’s participants were identified and the following
comprehensive selection criteria established: (1) experiences and financial strength of the responding
organizations; (2) participant services provided; (3) ability of the firm to offer an open architecture
investment selection platform; (4) fees and expenses charged for the services; (5) plan sponsor services
provided; and (6) references provided by the responding firms. After an exhaustive review of this
criteria and presentation by the identified finalists, the Committee afforded ING the highest total number
of points awarded by all committee members. Based upon the Committee’s established ctiteria, there is
no doubt that the selection of TLIAC as the highest scorer would serve the best interests of the State, the
Plan and Plan participants.

The Committee failed to adhere to NRS 333.335(5), which states that “fthe commitiee]... shall award
the contract based on the best interests of the State, as determined by the total scores assigned
pursuant to NRS 333.335(3).” Unquestionably, ILIAC received the highest score. Unfortunately, the
Committee did not award the coniract based upon the highest score.

3017 Douglas Bhvd, Suite 300
Roseville, CA 95661

Tel.: 816-774-7595

Fax: 612-492-0682

Emall: Bishop.Bastlen@us.ing.com

Registered Representative of and Securities affered throngh ING Financicd Pariners, Member SIPC





Page 2
Ms. Carrie L. Parker
July 24, 2012

Not only did the Committee deviate from the established selection process, but it ignored the guidance
provided by its independent consultant and legal connsel that a contract should be awarded to ILIAC in
accordance with State purchasing rules. In addition, Committee Member Scott Sisco did not attend any
of the presentations made by the four finalists. Thus, he did not have the hencfit of the information
communicated. Yet, he voted to deny [LJAC the contract.

it is abundantly clear that the Committee’s actions resulied in a significant breakdown in the selection
process — & process that is structured to protect the best interests of the Statc, the Plan and Plan
participants, and through which the Committee members who were present throughout the day, and the
Committee’s independent consultant, determined the final sclection. As a consequence of these process
deficiencies, the significant interests of the State, Plan and Plan participants will be affected. ILIAC
requests that the Committee adhere to its publicly identified selection process and name it as the sole
service provider.

Should the Committee not reverse its actions and select ILIAC as the sole service provider, ILIAC will
have no choice but to file an appeal pursuant to NRS 333 and NAC 333, once the award has been
entered on the bid record and duly posted.

Sincerely,

M. Bishop Bastien
Senior Vice President, Tax Bxempt Markets

Ce: M. Brian Sandoval, Governor of the State of Nevada
Ms. Catherine Cortez Masto, Aftorney General of the State of Nevada
Mr. Ross Miller, Nevada Secretary of State
Dr. Rex Reed, Chairman Nevada State Deferred Compensation Committee
Mr, Jacob O’Shaughnessy, Consultant with Americh-Massena
Mir. Paul Howell, ING -- Deputy General Counsel
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Mr. Brian Merrick

Vice President, Premicr Relationship Manager
ING Life Insurance and Annuity Company

30 Braintree Hill Office Park

Braintree, MA 02184

FAX DELIVERY - (303) 813-2585

Deatr Mr. Merrick:

The Nevada Public Employees’ Deferred Compensation Program and FICA Alternative Plan
Commitiee has completed the evaluation process of the REP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent to award the contract to The Hartford pending
successful negoliation of contract terms.  After the final contract negotiations have been
completed and necessary approval signatures obtained, a formal Notification of Award (NOA)
will be issued. Upon issuance of the NOA, firms/individuals who submilted proposals may
review the evaluation scores and/or proposals.

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS §333.333, the State will maintain confidentiality of proprietary
information regarding a trade secret as defined in NRS §600A.030.

Thank you for your interest in this project. We will maintain your company information on our

mailing list for any future solicitations. If you have any questions regarding this RFP, please do
not hesitate to call me.

Chatrman
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Carrie L. Parker

Mr. Robert Trenerr
y Deputy Attorney Genearal

Senior Client Carc Specialist

‘The Hartford

750 East Warm Springs Road, Suite #330
Las Vegas, NV 89119

FAX DELIVERY - (702) 650-9817
Dear Mr. Trenerry:

The Nevada Public Employees’ Deferred Compensation Program and FICA Alternative Plan
Committee has completed the evaluation process of the RFP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent to award the contract for Administrator
Services to The Hartford pending successful negotiation of contract terms and spccifications. |
will be contacting you within the next few days to further discuss the details of the contract. As
soon as any changes are agreed upon, contract documents will be forwarded for your

consideration. Once signatures have been obtained from all parties, I will issue a Notification of
Award,

Note: Any contract resulting from this RFP shall not be effective unless and until approved
by the Nevada State Board of Examiners (NRS 333.700).

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS 333.333, the State will maintain confidentiality of proprietary information
regarding a trade secret as defined in NRS 600A.030.

Please do not hesitate to call me at if you have any questions. Thank you.

Chairman
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Carrie L. Parker
Deputy Attornay General

Mr. John Borne

Managing Director

Nationwide Retirernent Solutions, Inc.
5469 Kearny Villa Road

San Dicgo, CA 92123

FAX DELIVERY - (858) 569-5021

Dear Mr. Borne:

The Nevada Public Employees® Deferred Compensation Program and FICA Alternative Plan
Commiltee has completed the evaluation process of the RFP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent to award the contract to The Hartford pending
successful negotiation of contract terms. After the final contract negotiations have been
completed and necessary approval signatures obtained, a formal Notification of Award (NOA)
will be issued. Upon issuance of the NOA, firms/individuals who submitted proposals may
review the evaluation scores and/or proposals.

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS §333.333, the Statc will maintain confidentiality of proprietary
information regarding a trade secret as defined in NRS §600A.030.

Thank you for your interest in this project. We will maintain your company information on our
mailing list for any future solicitations. If you have any questions regarding this RFP, please do
not hesitate to call me.

Chairman

Mavada State Libvary and Archives Building, 100 N, Stewart Street, 2" Floor, Carson City
TEG.GRAGERY Fax T7TE.684.3306
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Carrie L. Parker
Daputy Attorney General

Ms. Harriet Jacobs

Government Markets Sales Director
Great-West Retirement Services
6080 Center Drive, 6 Floor

Los Angeles, CA 90045

FAX DELIVERY - (303) 737-3110

Dear Ms. Jacobs:

The Nevada Public Employees’ Deferred Compensation Program and FICA Alternative Plan
Committee has completed the cvaluation process of the RFP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent to award the contract to The Hartford pending
successful negotiation of contract terms. After the final contract negotiations have been
completed and necessary approval signatures obtained, a formal Notification of Award (NOA)
will be issued. Upon issuance of the NOA, firms/individuals who submitted proposals may
review the evaluation scores and/or proposals.

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS §333.333, the State will maintain confidentiality of proprietary
information regarding a trade secret as defined in NRS §600A.030.

Thank you for your interest in this project. We will maintain your company information on our
mailing list for any future solicitations. If you have any questions regarding this RFP, please do

not hesitate to call me.

Sincerely,

Chairman

Nevada State Library and Archives Building, 100 B Stewart Street, 27 Floor, Carson Cily
TR G4, 5587 Fax TYR.E84.4354
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Mr. Raymond Sweetland Mz, Duane Jeffers
Vice President Vice President
Prudential Retirement Prudential Retirement
One Penn Plaza, Suite #2501 280 Trumbull Street
New York, NY 10119 Hartford, CT (06103
FAX DELIVERY -- (917) 339-4426 FAX DELIVERY - (614) 899-0922

Dear Mr. Sweetland and Mrt. Jeffers:

The Nevada Public Employees’ Deferred Compensation Program and FICA Alternative Plan
Committee has compleled the evaluation process of the RFP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent (o award the contract to The Hartford pending
successful negotiation of coniracl terms. After the final coniract negotiations have been
completed and necessary approval signatures obtained, a formal Notilication of Award (NOA)
will be issued. Upon issuance of the NOA, firms/individuals who submitted proposals may
review the evaluation scores and/or proposals.

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS §333.333, the State will maintain confidentiality of proprielary
information regarding a trade secret as defined in NRS §600A.030.

Thank you for your interest in this project. We will maintain your company information on our

mailing list for any future solicitations. If you have any questions regarding this RFP, please do
not hesitate to call me.

Chairman

Mevada State Librory and Archives Building, 100 N Stewari Street, 2™ Flogy, Carson City
TIHHHAII0T Fax 7T75.684.3399
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Mr. Tom Goodwin Mr. Gary Petryus
VALIC VALIC
2929 Allen Parkway, 1.6-40 11201 N. Tatum Blvd., Suite #100
Houston, TX 77019 Phoenix, AZ 85028

FAX DELIVERY - (713) 831-6161 FAX DELIVERY — (602) 678-0646

Dear Mr. Goodwin and Mr. Petryus:

The Nevada Public Employees’ Deferred Compensation Program and FICA Alternative Plan
Committec has completed the evaluation process of the RFP for 457(b) Plan Administrator
Services. This letter is to inform you of the intent to award the contract to The Hartford pending
successful negotiation of contract terms. After the final contract negotiations have been
completed and necessary approval signatures obtained, a formal Notification of Award (NOA)
will be issued. Upon issuance of the NOA, firms/individuals who submitted proposals may
review the evaluation scores and/or proposals.

Submitted proposals are confidential until the contract is awarded; following contract award, in
accordance with NRS §333.333, the State will maintain confidentiality of proprietary
information regarding a trade secret as defined in NRS §600A.030.

Thank you for your interest in this project. We will maintain your company information on our
mailing list for any future solicitations. If you have any questions regarding this RFP, pleasc do
not hesitate to call me.

Chairman

Maovada Blate Library and Archives Building, 100 ML Stewart Strest, 2™ Floor, Darson Oty
FTR.G84.3387 Fax F7E.E84.3259






Class Concept

Management Analyst I's assist management in cond ucting research, analyzing
legislative implications, budget analysis and revenue/expenditure projections,
determine data processing program needs or requirements, or other activities
which involve providing recommendations to management.

Series Concept

Management Analysts conduct a variety of studies, research and analysis of
management and administrative areas such as budgeting and financial analysis
{(versus bookkeeping); departmental operations such as forms, policies and
workflow; legislative analysis; management research; and statistical and
informational analysis. Incumbents make recommendations and assist in or
implement new or revised procedures and systems.






RECEIVED Arnerich fa Massena

JUL 25 2012 Building Better Portfolios
DEFERRED COMPENSATION

July 20, 2012

VIA CERTIFIED U.S. MAIL AND FACSIMILE (775) 684-3399

Nevada Public Employecs Deferred Compensation Program
Attn: Dr. Rex Reed, Chair

100 N. Stewart Strect, Suite 210

Carson City, NV 89701

RE: Termination of Contract for Services of Independent Contractor approved by Board of Examincrs on
December 13, 2011 between Nevada Public Employees Deferred Compensation Program
(“Program”) and Arncrich Masscna, Inc. (the “Contract”)

Dr. Reed:

This letter follows our telephone conversation from earlier this morning. In accordance with the terms of
Scctions 4 and 10.a. of the Contract, Arnerich Massena, Inc. hereby naotifies you of its intent to terminate

the Contract cffective Monday, August 20, 2012 (the “Termination Date”), 31 days from the date of this
letter.

As discussed, per the terms of the Contract, we will assist the Program in its contract negotiatidns with The
Hartford through the Termination Date, and a final bill for the RFP Project will be prepared and sent to

you accordingly. In addition, Jake O’Shaughnessy will present the 2Q performance report to the
Committec on August 16, 2012,

Please feel frec to contact me if you have any questions,
Regards,

D Spurr P /

D. Scott Dunbar
Managing Director of Advisory Services

cc: Tony Arncrich

Carric Parker, Deputy Attorney General (via email)
Dr. Rex Reed, Chair (via cmail)

2045 NE Martin Luther King Jr. Bivd., Portland, OR 97212 » 800.929.5179 » www.arnerichmassena.com






From: Sisco, Scott K

Sent: Thursday, August 02, 2012 8:59 AM

Subject: Nevada Deferred Compensation Program Need for Temporary Investment Consultant
Importance: High

The Nevada Deferred Campensation Program currently has in excess of $500 million in investments, approximately 83% with
Hartford, and 17% with ING. The Committee has been officially notified that its current Investment Consultant has terminated
its contract with the committee effective August 20“, 2012. You are one of three companies that have reached out to one or
more members of the Nevada Deferred Compensation Committee regarding the Program’s immediate need for an investment
consultant. Ultimately the hope is that the Committee will replace its vacant staff position quickly, and then by or near the end
of the calendar year, have an RFP out on the street for a multi-year Investment Consultant contract. However, the Committee
has an immediate need to enter inte a short term emergency contract with an investment consultant that will assist the
committee with normally provided investment consultant services during this critical transaction.

Itis estimated that our needs include ata minimum the following:

1. Negotiation of a service provider contract based on the awarding of the contract to Hartford that took place at the
July 18" Committee meeting. However, and confidentially, there is a possibility that the committee may reverse that
decision at its August 16" meeting and instead enter inta negotiations with the two current service providers
{Hartford and ING) for a one or two year contract extension of the current contracts so as to provide the current
make up of the committee time to decide on possible changes to the program operations and subsequent regulation
changes that would be needed. As such, any proposal should take such a possibility into consideration.

2. Investment monitoring of the plans current offerings to the end of this calendar year.

3. Monitoring of potential sales of retirement businesses by current service providers. Advise committee.

You company’s familiarity with Deferred Compensation programs such as Nevada's may result in you identifying additional
needs that you may include in your proposal.

Itis anticipated that this will be a very informal and (due to time constraints) somewhat unstructured process. An item will be
on the agenda that allows for this item to be considered and voted on under Nevada's Open Meeting Laws. Each
representative present (or via telephone) will be called to the table and asked to give a short description of their company and
their proposal to the committee {(a written submittal to be delivered at that time would be preferable). It would be anticipated
that if the Board agrees, a decision will be made during that meeting. Since this is not our normal process, it is my belief that
primarily what the committee members will be looking for is evidences that the company that is being represented
understands the program requirements, understands and is willing to take on the short term needs as describe above, and of
course overall cost to the program for the short term contract. It should be noted that being awarded this short term contract
does not necessarily provide an advantage when the multi-year RFP is released near the end of the Year.

I can be reached at the number below if you have guestions — again though, this is very infarmal and somewhat unorthodax
situation caused by the emergency-type situation we are in.  Scott Sisco, Committee Member

Scott K. Sisco

Assistant Director, Administration
Department of Transportation

1263 §. Stewart Street

Carson City, NV 89712

(775) 888-7440

ssisco@dot.state.nv.us | www.nevadadot.com

{- Iyﬁmﬁﬁ
DoT

This communication, including any attachments, may contain confidential information and is intended only for the
individnal or entity to whom it is addressed. Any review, dissemination or copying of this communication by anyone
other than the intended recipient is strictly prohibited. If you are not the intended recipient, please contact the
sender by reply e-mail and delete all copies of the original message.
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To:  Committee Members
From: Tara Hagan
CC:  Steve Platt, ING
Robert Trenerry, Hartford
Cameron Vandenberg, Deputy Attorney General
Date: 11/8/2011
Re: Discussion Regarding Loan Provision

Background:

The Committee will continue its discussion regarding the possibility of adding a loan provision to
NDC effective with the new provider contract in 2013. Staff provided the Committee with
comparative information in August which included National Association of Governmental Defined
Contribution Administrators (NAGDCA) survey information and Nevada 457(b) loan praovision
specifics from the Hartford.

The NAGDCA surveys indicate plan sponsors are nearly evenly split on those who offer Ioans versus those
who do not. The surveys also indicate that participant usage remained fairly low (0% - 5%} even during
these difficult economic times. However, information obtained from Hartford regarding Nevada specific
loan usage seems to indicate higher usage than the average. The average Nevada governmental 457(b)
plan usage, as provided by Hartford, noted a range of 1% - 18% of participants requesting a loan in a 12-
month period versus the 0% -5% noted by the NAGDCA survey.

Administration:

As reported in August, Staff will be responsible for all defauited participant loans. Staff will be required to
contact each appropriate human resources division to more fully understand the participant’s situation and
make a determination regarding whether the participant is exempt from the default process based on
Internal Revenue Service (IRS) guidelines.

We anticipate the workflow to remain manageable but foresee the need for a second full time employee to
assist with the addition of the loan provision and continued increase in day to day activities as a result of
staff communications directly to the participants and employees. This includes the extremely positive
results Staff has experienced as a product of mass communicating the easy enrollment form.

Nevada State Library & Archives Bldg. 100 N. Stewart Street, Suite 210 Carson City, NV 89701
775.684.3397 775.684.3399 FAX





Although governmental plans differ from their private sector counterparts, over 80% of employer 401(k)
plans offer loans and have done so since 1996. Due to the historical data that is available, it's useful to
consider private sector experiences regarding the effects of loans on participant wealth accumulation
throughout the years.

In 2008, the Social Security Administration (SSA) commissioned a study as part of the 10" Annual Joint
Conference of the Retirement Research Consortium. The study, titled ‘A Primer on 401(k) Loans' suggests
401(k) loans are "neither a blessing nor a bogeyman'. Moreover, the paper noted loan provisions may have
the subtle effect of raising net asset accumulation by making participation in defined contribution plans
more appealing: employees who can access their 401(k) assets if they need them may be more willing to
put more money into an otherwise illiquid account.

The study’s empirical analysis suggests that it may be possible to structure the provision of loans in ways
that reduce their potential to negatively impact retirement wealth accumulation, as the research found that
the 401(k) utilization is responsive to the types of loan features adopted by plan sponsors. 401(k) loan
utilization is higher in plans that have lower minimum loan amounts and in plans that allow employees to
take muitiple loans. 401(k) loan utilization is lower in plans that have higher loan interest rates.

Therefore, we must carefully consider this information as we begin to craft the loan policy. As the loan
policy requires consideration of various items, such as:
+ Interest Rate Determination
Minimum and Maximum loan amounts
Loan Documentation Processing
Number of Loans
Default provisions
Collection process (via bank account debit or ACH only)

Although 401(k) loans are often described as a problem, as the research paper indicates classical
economic theory has a more benign view. Loans can relax liquidity constraints and may be a reasonable
source of credit in many circumstances. The study found the existence of a loan provision may also
increase participation since a loan option increases flexibility of 401(k) savings.

As NDC considers the future and the next 5-year contract period, it seems the necessity of offering loans
will increase. Studies indicate the larger the Plan, the more likely it is to offer loans. Staff is recommending
the Committee add a loan provision to NDC effective with the new provider contract in 2013.

Recommended Motion;
Motion to direct Staff to begin drafting a loan policy, including action items and a timeline, which will be
incorporated in the service provider request for proposal process and become effective in January 2013.
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To:  Committee Members
From: Tara Hagan
CC:  Carrie Parker, Deputy Attorney General
Robert Trenerry, Hartford
Date: 6/14/2012
Re:  Hariford's Policies and Processing of Non-spousal Beneficiary Distributions

Background

Staff received a formal complaint on March 5, 2012 regarding Hartford’s handiing of a non-spousal
beneficiary distribution. Staff's initial request for all correspondence relating to the participant’s account
was not provided by the requested date nor was an estimated date of receipt provided. Legal counsel sent
- aformal letter requesting all the necessary documentation citing the relevant contractual requirements.

Upon receipt of the information, it was apparent the beneficiary’s repeated requests for a systematic
distribution were not granted, including paperwork submitted in July 2006 for a partial lump sum
distribution. Staff sent Hartford written questions regarding its failure to distribute the partial lump sum
distribution, failure to provide information on systematic distributions, and failure to comply with the 2009
waiver (Section 401(a)(9)(H) of the Code) which exempts the year 2009 from consideration in the
mandatory life expectancy distributions. Hartford provided vague and incomplete answers to Staff's
questions. In addition, based on Hartford’s response regarding the 2009 Waiver, it seemingly does not
recognize federal regulations under Section 401(a)(9)(H).

Please see attached redacted documentation of the events described above.

Analysis
Internal Revenue Code Section 401(a)(9) and the NDC plan document state when a participant dies prior
to starting a distribution on his or her account and has designated beneficiaries, the beneficiary must:

» Begin receiving payments over his/her life expectancy no later than December 31 of the calendar
year following the calendar year in which the participant died.

+ For years after the year of the participant’s death, the distribution pericd is the remaining life
expectancy of the designated beneficiary. The beneficiary’s remaining life expectancy is calculated
using the age of the beneficiary as of the beneficiary’s birthday in the year following the year of
the participant’s death, reducing the life expectancy factor by one for each subsequent year.





Alternatively, the entire death benefit amount must be distributed by December 31 of the calendar year

which contains the fifth anniversary of the participant’s date of death. This provision is known as the 5-
year Rule.

The 2009 Waiver allowed beneficiaries to exclude the year 2009 in the 5-year Rule calculation. For
example, if a participant died in 2006 and the beneficiary chose the 5-year Rule calculation method, the
2009 waiver allowed the beneficiary to exclude the year 2009. This would extend the entire benefit
distribution requirement to December 31, 2012 instead of 2011, Due to this, the beneficiary who brought

the complaint should have been allowed to have the account remain in the Plan until December 31, 2012
and not 2011.

If a plan document, such as NDC's document, does not contain a provision which specifies the required
non-spousal distribution method (life expectancy versus 5-year Rule), IRS regulations state a distribution
must be paid in accordance with the life expectancy method. Therefore, record keepers will default non-
spousal beneficiaries who fail to make a timely distribution election to the life expectancy distribution
rather than the 5-year rule. The life expectancy method is more advantageous to the beneficiary and does
not prevent him or her from increasing the distribution amount or frequency. The account remains in the
plan and continues to experience tax-deferred growth, lower investment fees and prevents further plan
leakage. '

Current Service Provider's Policies

Information obtained by Staff regarding Hartford’s non-spousal beneficiary distribution policy indicates a
preference to default beneficiaries to the 5-year Rule rather than the life expectancy method. When a
beneficiary has a sizable account, such as the beneficiary who brought the complaint, the cash distribution
under the 5-year Rule presents a significant tax liabifity and prevents further tax-deferred growth.
Hartford’s current policy would be in violation of IRS regulations for NDC because the plan document is
currently silent on the method of non-spousal beneficiary distributions; therefore, the life expectancy
method must be the default.

When a timely decision is not made by the beneficiary, ING policies require it to default to the life
expectancy method versus the 5- year Rule. ING automatically calculates and distributes the required
amount prior to December 31 of the applicable year. This ensures beneficiaries have maximum flexibility in

their distribution options and continue to receive all the advantages of the NDC plan and its tax-deferred
status.

Staff Recommendations

Staff recommends amending the Plan Document and Scope of Work with Hartford to require all designated
non-spousal beneficiaries who fail to choose a timely distribution method must be automatically defaulted
to the life expectancy option versus the 5-year payout Rule. The record-keepers will automatically
calculate and distribute the correct amount under the applicable Code Section prior to the applicable
deadline. This will help to ensure the Plan's record-keepers remain in compliance with IRS regulations
concerning non-spousal beneficiaries.

Staff recommends the amended Plan Document and Scope of Work be brought forth to the Committee for
its consideration at the August meeting.





Tara Hagan I

From: b S
Sent: Monday, March 05, 2012 3:57 PM
To: Tara Hagan

Subject: Help with det. comp. payout.

Dear Ms Hagen,

My name is “ and | am hoping you can help me with samething.

| am the sole beneficiary of a deferred comp. plan {held by the Hartiord) owned by (RN, My« died in March o
2006.

| allowed the money to sit in the account paying atlention to the "5 year rule.” Knowing that 2011 was the end of the 5th
year, | sought to make a total withdrawl of the account.

In December 201 1, 1 submitted the paperwork. | submitted it by fax.

Today | cafled the Hartford to find out when | would receive my 1099 for the payout. Today | was informed that while the

payment was processed on 12/30/11, the check was cut on 1/3/12, therefare, I held the account past the aliowable 5
years.

If I understand this correctly, | am now subject to IRS penatties for holding the account longer than allowed.

I'am in desperate need of help with this. | specifically told Hartford 10 close the accbunl prior to the end of the 2011 year.
Idid everything | thought | was supposed to do to avoid this, yet, here | am.

ls there anything you can do 1o help me with this?77?
| would appreciate any help you may be able to offer,

| look forward to hearing from you,






Tara Hagan —

o
From: Tara Hagan
Sent: Wednesday, March 7, 2012 11:45 AM
To: Brittell, Diane M. (Wealth Management Operations)
Ce: Trenerry, Robert C. (Ratirement Plans)'
Subject: Participani/Beny Complaint
Thane:

provided by Hartford since the dealh of her )
also very concerncd about the timing of her distribution.

We have been in contact with a beneficiary, AR, i information
] _is

According to MEENTENENNS,, 101 her JEEEEINR death in March 2006, she was advised by Hartford
that no monies could be rolled into an IRA and she must have all monies distributed within 5 years

(IRS 5-year rule). Please note the following IRS regulations regarding beneficiary accounts (when
participant dies prior to his/her required beginning date (70.5)):

* Non-spousal beneficiaries must begin receivi
later than December 31 of the calendar year following the calendar year in which the
participant died. Furthermare, for years after the year of the participant’s death, the
distribution period is the remainitig life expectancy of (he designated beneficiary. The
beneficiary’s lifc expectancy is calculated using the age of the beneficiary as of the

beneficiary’s birthday in the year [ollowing the year of the participant’s death, reducing the
life expeetancy factor by one for each subsequent year.

ng payments over his/her life expectancy no

+ I the beneficiary does not begin distribution of the account by December 31 of the calendar
year following the calendar year in which the participant died, then the entire benefit must

be distributed by December 31 of the calendar year which contains the fifth anniversary of
the participant’s death.

* A non-spousal beneliciary who receives a death benefit under 401 (k) /(a), 403({b) or

governmental 457(b) plan may rollover cligible amounts {0 an ‘inhcrited’ IRA, subject to the
applicable minimum distribution rules.

contacted Hartford in the beginning of December to ensure she receives the
distribulion in 2011, as to avoid the 50% penalty. She was told by the customer service rep. that
the process is quick and she does not need to worry. She submitted the paperwork via fax to
Hartford on December 21 and received a confirmation from Hartford that 100% of the account was
distributed as of 12.30.11. Then in early 2012, she inquired with customer serviee regarding her
10S9R and was told her distribution was in 2012 and she would not he receiving a 1099R for 2011,

Per out service agrecment with Hartford distribution requests are processed
in guod order and payment is mailed or made available electr
processing, Pleasc advise.

as of the date received
onically within 3 business days of

Best Regards,

Tara Hagan
Executive Officer

Nevada Deferred Compensation Program (NDC)





Tara Hagan —_—
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From: Tara Hagan
Sent: Thursday, March 08, 2012 11:35 AM
To: Brittell, Diane M. (Wealth Management Operations)
Ce: ‘Trenerry, Robert C. (Retirement Plans)'
Subject: Document Reguest fo
Diane:

Please provide all documentation associated with the beneficiary account for “W& would also
appreciate access to customer service calls on this account. T

Thank you for your assistance with this request.
Best Regards,

Tara Hagan

Executive Officer

Nevada Deferred Compensation Program {NDC)
Nevada Library & Archives Bldg.

100 N. Stewart Street, Suite 210

Carson City, NV 89701

{775} 684-3397 Office (775} 230-3717 Mobile
(775) 534-3399 Fax





Tara Hagan

.
From: Brittell, Diane M. (Wealth Management Operations) [diane brittell@thehartford com)
Sent: Monday, March 12, 2012 10:26 AM
To: Tara Hagan
Cc: Trenerry, Robert C. (Retirement Plans); Carrie L. Parker
Subject: RE: Document Request M
Tara,

We are working on this, | do not have an ETA at this lime. 1am researching with our legal depaniment and wift advise ag
so0n as | have an update.

Thank yoi,

Diane M. Buittett

Plan Manager, Retirement Plan Services

Phone: (800} 637-6444 extension 47094, Option 1
Fax: (860) 843-6100
diane.brittell@thehartford.com

HOW'S MY SERVICE?

Communication is critical to any suceessful relationship, and we want to ensure that you receive quality, imely service, If
you have any service concerns ot suggestions for improvement, please contact my Manager at
Colby. Custet@thehartford.com or 800-637-6444 exiension 41627

The Harfford is The Hartford Financial Services Group, inc. and its subsidiaries, including Hartford Life Insurance
Company, Harlford Retirerent Services, LLG, and Hartford Securities Distribution Company, Inc. ("HSD"). HSD (mamber
FINRA and SIPC), a registerad broker / dealer affiliate of The Hartford.

Securities Oifered Through Hartford Securities Distribition Company, Inc.
260 Hopmeadow Street, Simshury, CT 06089 1-800-837-8444

From: Tara Flaéén [Elﬂiitﬁ.:.tarahég‘ Na‘ n@defmmpllv_ggyl - o ‘
Sent: Friday, March 09, 2012 12:24 PM

Ta: Brittell, Diane M. (Wealth Management Operations)
Ce: Trenerry, Robert C, (Retirement Plans); ‘Cattie L. Parkey
Subject: RE: Document Request for

Diane:

Do you have an ETA for this request? [ received another call today from the

participant requesting an update. The
participant is exploring all options and is anxious for additional information. '

Thank you for your consideration of this request,

Tara
Best Regards,

Tara Hagan





OFFICE OF THE ATTORNEY GENERAL

100 Nonh Carson Street
Carson City, Nevada BU701-4717

CATHERINE CORTEZ MASTO KEITH MUNRQ

Aftorney General Assisiant Attornsy Generol

GREGORY M. SMITH
Chiel cf Staff

March 12, 2012

VIA U. 5. Mail and Email

Diane M. Brittell

Plan Manager, Retirement Plan Services
The Hartford Financial Services Group, Ine.
1 Griffin Road North

Windsor, CT 06095

diane britteli@thehartford.com

Re: NN

Dear Ms. Brittell:

I am the Deputy Attorney General who represents Nevada Deferred Compensation
(‘NDC"), and | am writing in regards to Tara Hagan's March 8, 2012 written request for
all documentation associated with the beneficiary account for

WU 25 well as documentation of customer service calls on that account.

The records which are associated with that account are owned by NDC. Pursuant to
Hartford's contract with NDG, Hartford does not own the requested documents and it is

required to provide NDC with access 1o them within a reasonable time of a reasonable
request.

Independent Contractor Contract, Section 9, (b} Inspection and Audit provides the
following: “Contractor agrees that the relevant books, records (written, electronic,
computer related or otherwise), including, without fimitation, relevant accounting
procedures and practices of Contractor or its subcontractors, financial statements and

Telephone 775-BBE-1815 + Fax 775-6RR-1822 » www.ag.state nvus « E-mail aginfo@ag slalenviug e





Diane M. Brittell
March12, 2012
Page 2

supporting documentation, and documentation related to the work product shall be
subject, at any reasonable time, to inspection, examination, review, audit, and copying
at any office ar location of the Contractor where such records may be found, with ar
without notice by the State Auditor. " Additionally, section 11.4 of the Hartford
Administrative Services Agreement ("ASA") provides the following: “Upon reasonable
written reques! and during normal business hours, Hartford Life shail allow the Plan

Sponsor full and complete access to all records required to be retained by Hartforg
Life."

The documents requested are covered by Independent Contractor Gontract, Section 9
(b) and section 11.4 of the Hartford ASA. Ms. Hagan's request was reasonable and in
writing. Hartford's responsibility to produce the requested documents, which belong to
NDC, is not subject to authorization from Hartford's legal department. Accordingly,

please provide all documentation associated with the beneticiary account for iglle

as well as documentation of customer service calls on that account
by close of business this Friday, March 18.

Should you have any questions or concerns, please do not hesitate to contact me.
Sincerely,

CATHERINE CORTEZ MASTO
Attorney General

By:

Carrie L. Parker

Deputy Attorney General

Bureau of Government Affairs
Government & Natural Resources
775.684.1229

CLP/ch
cc. Tara Hagan, NDC Executive Director (via email)
Robert Trenerry, Hartford Regional Manager





Tara Hagan

T P Rkt MR
From: Tara Hagan
Sent; Monday, April 09, 2012 10:44 AM
To! Brittell, Diane M. (Wealth Management Qperations)’
Cc: ‘Carrie L. Parker'’; Trenarry, Robert G, (Retiremant Plans); "Theroux, Todd Andiew (Retirement
Plans)’; Cavanaugh, Cathleen H (Wealih Managsment Operations)
Subject: NDC - VNN 21d Non Spousal Beneficiary Distributions
Diane:

Thank you for the information regardin

¢ AN on-spousal beneficiary distribution. After careful

review, we have several questions regarding the processing of her request and Hartford’s policies regarding
non-spousal beneficiary distributions.

L

5.

In a letter dated March 22, 2006, specifically requests information regarding 2
systematic distribution from her account. In addition, during conversations with Hartford

representatives (NI repeatedly requests information on distribution options bevond the five-
year rule. What information was provided to 7

Did Hartford distribute $50,000 to iR per the requested paperwork dated May 12, 20067 If
not, why?

Did Hartford inform (MMM regarding the 2009 waiver of required minimum distributions? If
not, why? _

Please provide the following information for all non-spousal beneficary distributions in 2011
3. Name (Participant)

b. Name (Beneficiary)

€. Account Balance as of date of participant’s death
d. Distribution Amounts

Please provide Hartford's policies regarding non-spousal beneficiary distributions,

Please provide requested information by Wednesday, April 18. We appreciate your assistance with this
reguest,

Best Regards,

Tara Hagan

Executive Qfficer

Nevada Deferred Compensation Program (NDC)
Nevada Library & Archives Bldg.

100 N. Stewart Street, Suite 210

Carson City, NV 89701

{775) 684-3397 Office (775) 230-3717 Mcbile
(775) 684-3399 Fax





Tara Hagan "

Subject: FW!: Hartford Response

--- On Thu, 4/19/12, Tara Hagan <tarahagan@defcomp.nyv.2ovs wrole:

From: Tara Hagan <larabagandidefcomp.nv eovs>
Subject Harlford Response

Q: Inaletter dated March 22, 2006, IR specifically requests information regarding a
systematic distribution from her account. In addition, during conversations with Hartford
represertatives

repeatedly requests information on distribution options beyond the five-year rule.

What information was provided 1o (iiiiige’

A. | have researched by the documentation on file and the process that was in place al that time.
The notes associated with the 04/16/2006 call stated that a benefit llustration for monthly, quarterly
and annually over a 5 year period would be generated for

Q: NN = oo referrad to our Regional office for forms. | have checked with
Tracey and Anita and neither would have a record of what was mailed out in 2006 .  Our procedure
for

beneficiaries at that time was to send out a spousal or non spousal beneficiary package which

included all forms for the options that were available and the death claims were signed by Brian
Davie.

Q. Did Hartford distribute $50,000 oSN ner the requested paperwork dated May 12,
20067 f not, why?

A: (NN - st = distribution of (NN in May, 2006 and the request was
not processed. The distribution was questioned and referred to the Plan Manager who spoke with

<
and advised her that the account should have boen set up as the Estate B

BB because she was the primary beneficiary of ASINGEINSNF the participant for the
‘. The notes indicate that he would research further and that“would also
research with her attorney. '

Q: Did Hartford inform MMM regarding the 2009 waiver of required minimum distributions? If
not, why? _ e

1





A: No, our records indicate that neither JIMSEEMIMIPH2 d reached the age of 70.5 in 2009. The
following statement was included on the 1st Quarter 2008

participant statements.

New Law Suspends 2009 Required Mirimum Distributions

Participants who are age 70 1/2 or older {including beneficiaries) will not be required to take thair
2008 required minimum distribution (RMD) payments, based on recent legislation. This waiver is for
2009 only and is intended to help retiress preserve their retirement nest £84g0s.

Best Regards,

Tara Hagan

Exccutive Officer

Nevada Deferred Compensation Program (NDC)
Nevada Library & Archives Bldg,

100 N. Stewart Street, Suite 210

Carson City, NV 89701

(775) 684-3397 Office (775) 230-3717 Mobile

(775) 684-3399 Fax





THE
HARTFORD

luly 6, 2012

State of Nevada

Office of the Attorney General
100 North Carson Street
Carson City, NV 88701-4717

Dear Ms. Parker:

I am writing in response to an inquiry from Rex Reed, NDC Chairman, at the july 3";, 2012 NBC Meeting regarding a
beneficiary issue that was directed to Mr. Robert Trenerry and Mr. Bill Abramowlcz, My understanding of his comment was
in regards to SEIINNSIREENES 2 an outstanding issue regarding her beneficiary distribution that was awaiting
resolution by The Hartford. If that is correct, | have not been made aware of any outstanding issues, nor has

ncontacted our Custemer Service Center, since a response was received from Tara Hagan, on April 16"‘, stating
that "GN cocs NOT want Hartford to switch the 1099R to 2011 but rather keep the original 2012 tax

filing.”  ERRIEg, 5 original complaint was that she would be receiving a 2012 1099R and she wanted a 2011
1099R,

Please advise what issue is outstanding and | will be happy to contact (iR UEIEIEE to resolve. | am providing a
timeline of events for the benefit of the Committee as this is an agenda ltem for an upcoming meeting. | look forward to
your response so that | may resolve the outstanding lssug in a timely manner,

Far the record, | would like to add that NDC was never told that we would not provide the requested information or that we
wauld not be expedient, as was indicated in your March 12" letter. The assistance from our legal department was regarding
the beneficiary issue, It was not asking for authorization 1o release documents, as you also stated.

Please contact me should you hava any questions. Thank you,

Sincerely,

Diane M. Brittell
Plan Manger
Retirement Plan Services

The Hariford
I Griffin Road North
Windsor, CT 06095-1512

Manting Address: P, O. Box 1583
Hartford, CT 06144-158)

The Hastford is The Hartford Financial Services Group, Tne, and its subsidiaries, including Hartford Life Insurance Company, Heriford Retirement

Scrvices, L1.C, and Hartford Secorides Distribition Company, Inc. ("HSD). IND {member FINRA and S1PC), a registered broker 7 dealer affiliate of
The H'mfm'd

Retirement programs can be funded by group fixed or vartable annuity products & funding agreements issued by Hartford Life Insurance Company
(Simsbury, CT). Group venable contracts are underwritten and distributed by HSD, where applicable. Retirement programs can alse invest in mutual
funds through custodial accouns.

Belore investing, you should carefully consider the investment ebjectives, risks, charges and expenses of the mutual funds or The Hartiord's
group varlable annuity products and funding sgreements, and their underlying funds, For fund and product prospectuses and / or a
disclosure document containing this and other information, contact your investment professionn] or visit our website, Read them carefully.
Securities Offered Through Hartford Securities Distribution Company, Inc. 200 Hopmeadow Street, Simshury, CT 06089 1-800-637-6444





Background

* The Beneficiary submitted distribution paperwork on 12/27/2011 with instructions to
process on 12/30/2011. It was received in good order and it was processed as
requested.

s On March 5" the beneficiary contacted our service center inquiring about a 1098R. The
distribution, having been processed on the last business day of the month and year, as
requested, generated a check the next business day, which was January 3, 2012 and the
1099R will be issued for 2012. She wanted the 1099R changed to 2011. The CSR
referred her to her tax advisor.

»  OnMarch 5" the participant contacted NDC for this reason and NDC notified Hartford by
e-mail on March 7" and a request for documentation was received on March 8"™ which
included a request for access to all calls to customer service on this account.

* The calls dating back to 2006 had been archived and it was not possible to provide an
ETA to NDC until the service center management was able to provide an ETA to access
the archived calls.

* March 15", 2012, we received authorization to issue a manual 1099R for the tax year
2011, as was her initial request.

*  On March 16™ an e-mail was received from NDC advising us that the beneficiary did not
want the 2011 1099R issued until she meets with her Certified Public Accountant (CPA).

«  On April 16", we were advised by our tax department that a decision was required due to
the quarterly tax filing for CA and the decision would affect the filing. NDC responded
that the beneficiary did not want the 1099R changed to 2011, but would keep the original
2012 1099R.

All c-mails, documentation, and a summary of the calls will be made available for the
Committee’s review at any time.
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Nevada Public Employees Deferred Compensation Program {NDC)

Welcome to New Committee Members

Karen Oliver

Karen Oliver graduated from the University of
Nevada-Reno with a B.S. degree in accounting
in 1995. She has held administrative positions
for a bank trust department, law firms, and a
title company. Beginning her 14-year career
with Sierra Pacific Power (now NV Energy), she
went back to college and was promoted to staff
accountant after completing her accounting
degree. Currently she is an investigative agent
with the Nevada Gaming Control Board. Karen
is also an active volunteer in the Reno commu-

nity.

Dr. Carlos Romo

Carlos Romo has resided in Nevada since 1972.
He obtained a B.A. degree from the University
of New Mexico; in addition to M.A. and PhD
degrees from Tulane University. He also was
awarded the Fulbright Hayes Scholarship to
study in Europe. Dr. Romo retired from State of
Nevada Service almost four years ago after
working for Dept of Employment Training and
Rehabilitation (DETR), the Division of Nevada
Equal Rights Commission, His last four years of
employment were at Truckee Meadows Com-
rmunity College (TMCC) as the Director of Equity
and Diversity. He served on NDC during its
early founding and is now returming as a mem-
ber representing the retired members.

Hartford Announces It is
Selling its Retirement
Plan Business

On March 21, Hartford announced a change in its corpo-
rate direction. The Hartford is shifting its business model
to focus on its property and casuaity, group benefits and
mutual fund businesses; and as a result is selling its Re-
tirement Plan business, individual life insurance operations,
Woodbury Financial Services and exiting the individual
annuity business. The timeline provided as part of an In-
vestor Call on March 22, indicated the sale of these busi-
nesses would begin immediately and the transaction is
expected to be completed in 12 months. Please visit the
NDC website to read a statement from the Hartford re-
garding the recent announcement.

Hartford is contractually requived and committed to NDC
during this time of transition. We do not expect any dis-
ruptions to day to day servicing of the Plan and its Partici-
pants.

As a result of this announcement, Standard and Pooi’s
credit rating agency has downgraded Hartford's Life Insur-
ance financial strength credit rating. Due to these
changes, the Committee held a special meeting on
Wednesday, April 4 to consider the issues assaciated with
the General Account investment option. As fiduciaries
responsible far Plan governance and oversight, the Com-
mittee and its third-party investment advisor will continue
to monitor this investment option closely

We will continue to keep you updated on developments
related to the bid process, the Hartford General Account
and any additional changes that may be necessary due to
Hartford's decision to divest its retirement plan business.
Should you have guestions or concerns, piease contact the
NDC office.

moving out of the area.

duties which assist the Committee.

Thank You and Best of Luck!
Jenny Potts, NDC Administrative Assistant, is leaving in June. Her fam;ly is starting a new chapter and

Jenny has been a tremendous asset to NDC. She started when we rarely had forms to process or partici-
pants o assist. She now processes thousands of partlcipant requests each year, in addition to all her

We want to thank her for all her hard work and dedication which has made possible our successes over
the past few years possible. We wish her the best of luck in her new endeavors,
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NDC Plan — Service Provider Request for Proposal (RFP)/ Competitive Bid

NDC is statutorily required to conduct a competitive bid for service providers (such as Hartford/ING) every & years. The bid process is
best practice amongst governmental supplemental retirement plans such as NDC, and helps to ensure the Plan remains competitive.

The bid will seek to reduce current participant fees, enhance participant services and maintain a simple yet diversified investment
menu.

Plan Structure and Fees

As of December 31, 2011, NDC Plan assets have increased 56% since the 2007 bid process. This increase in Plan assets will assist
NDC in lowering current participant fees. The bid process (bid document available on the NDC website) will consider both the current
dual service provider structure and a single provider structure to determine which is more advantageous to participants.

Investment option fees are the ane itern which NDC can control and the Committee has and will continue to control Plan expenses
and maximize value to Participants. Through the bid process, the 56% increase in plan assets aver the past five years will assist NDC
in lowering participants’ fees which directly impact wealth accumulation.

Fee Example

Martha invests in a broad market (S&P 500) actively managed fund with a total fund expense of 1.00% annually. Joe invests
in a broad market passively managed fund with a total fund expense of 0.05% annually. Each invests $50,000 over 30 years
and receives a 6% annual rate of return on their investment before fees are considered. Joe has $70,489 more than Martha
after 30 years due to the fact his fund expenses were 0.95% lower. See the illustration below.

How Fees Affect Your NDC Account

$297,936 ¢

4277 74

Joe Martha

*Hypothetical illustration assumes initial account vatue of $56,000 and an assumed 5.95% annual interest rate net of fees, You should consider your finan-
cial ability to consistently invest in up as well as down markets. ** Rypathetical illustration assumes initial account value of $50,600 and an assumed 5.05%
annual interest rate net of fees. You should consider your financial ability to consistently invest in up as well as down markets.

Investment Option Considerations

One of the primary purposes of a competitive bid is Lo seek either a firm or firms to continue to provide record-keeping and partici-
pant services for NDC such as, contribution processing, investment purchases, account information, Plan information, and other es-
sential day to day transactions. The bid does not seek specific investment recommendations from bidders but rather ensures the firms
have maximum flexibility in terms of the investment options it can make available to the Committea and its third-party investment
advisor, Americh Massena. NDC wants to make certain a firm's expense and revenue reguirements are separate from its ability to
offer the best in class investment options identified by the investment advisor. The Plan also wants to ensure it is not required to util-
ize a firm's proprietary funds which may not be as competitive to non-proprietary alternatives.

Stable Value/Stability of Principal Option

Stability of principal options, such as, general insurance accounts are designed to deliver objectives of principal stability and
relatively steady yields. NDC understands the key characteristics which are impartant to participants, including:

+  Principal Protection

« Yields or Crediting Rates Proportionate to Risks

s Relatively Stable Yields/Crediting Rates

« liguidity/Portability at ‘Book Value™ for Participants

Stable value funds have protection against interest rate swings via the protections in insurance company and bank contracts. This means
that investors in a stabte value fund are able to transact (make deposits, withdrawals, transfers) at book or contract value, which is principal
plus accrued interest, If the market value of the stable value fund's underlying assets is insutficient to honor benefits for covered withdraw-
als at book value, then the contractuat protections kick in to ensure that participants continue to transact at contract value. Contract vatue,
or baok value, is the value of all the assets supporting the stable value fund plus the contractual protection against interest rate volatility.
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CONTINED FROM PAGE 2

As fiduciaries responsible for the governance and oversight of the Plan, the Committee and its investment advisor also seek key char-
acteristics to ensure the risks associated with these options are consistent with the investment objectives. These features include;

eTransparency of fees, yields/crediting rates and investment holdings
sAssets are held in trust for the benefit of Participants and Beneficiaries
sLiguidity/Portability of assets at the Plan level

sAssets are not subject to general creditors of firm

+Diversification of risk (asset management and book value protection)

NDC is conducting this bid in a much different fixed income market environment. With the 10-year treasury bond near 2.2%; we
know the yields/crediting rates for these investments will be more in line with current market conditions and not similar to the current
rates which were provided during the last NDC competitive bid in 2007, We are committed to ensuring the key characteristics in these
options remain the same and understand safety and security remain the top priorities for participants who invest in these options.

Participant Services

NDC conducted a participant survey in 2011 which indicated the majority of participants do not utilize the current provider services,
such as meetings with service provider representatives, customized websites or visiting the service provider office locations. This in-
formation is important as the Plan considers the most meaningful participant services and the effect various services have on Plan
expenses. We will be seeking bidders to provide innovative ideas for communicating with participants and employees, such as social
media, webcasts, and webinars; in addition to more traditional services (mailing, in-person, etc.).

Next Steps
The NDC Committee will announce RFP finalists at its June meeting. The finalists will corduct presentations for the Cormmittee at a

special meeting in July at which time the Committee will award a contract contingent upon successful contract negotiations. We will
continue to provide updates on this important pracess. Please don't hesitate to contact the NDC office for additional information.

| Nearmg R'étire'ment? Givé N'DC a 'Blb‘bst With
Your Final Payout Contribution

If you are retiring soon, you may be receiving a lump sum sick and annual leave payment. Often these payments are fairly sub-
stantial which may result in a significant amount of federal taxes being withheld, You can utilize NDC to help reduce the federal
taxes by deferring a lump sum into your NDC account. Let’s look at an example:

Janet is age 60 and retiring on August 31. She’s been contributing $400 per paycheck to NDC for 2011. At the time of retire-
ment she'l have contributed $7,200. Janet is eligible to receive a sick and annual leave payment of $16,000. Since Janet's eligi-
ble for the Age 50+ catch-up annual contribution of $22,500, she can deduct as much as $15,300 from her lump sum payment,
This would result in Janet only being taxed on $700 instead of $16,000.

Please note you cannot utilize the three— year special catch-up provision the year in which you intend to retire; therefare, the
Age 50+ catch-up amount of $22,500 is the maximum annual centribution, assuming you meet the age requirement, We re-

quest you complete this paperwork a minimum of 30-days prior to your retirerent date. For additional information, please con-
tact the NDC office.

e
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Your Hartford Team

THE ali
HARTFORD

Northern Nevada
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5850 Double R. Blvd., Suite 201
Reno, NV 89511 (775) 826-1227

Tom Verducci, Team Lead, ext. 3

Sharon Brannon, Retirement Ed. Specialist, ext. 4
Jake Honea, Retirement Ed. Specialist, ext. 5
Anita Westfield, Administrative Support, ext. 2

Steve Watson, Consultant

Southern Nevada

S T i It Mt Mt St S . P TS TS\ b e el i Sprtee e v TR S

750 East Warm Springs Road, Suite 330

Las Vegas, NV 89119 702-387-8100

Robert Trenerry, Regional Manager, 702-387-8103
Janet Corral, Retirement Ed. Specialist, 702-387-8104

Anthony Car done, Retirement Ed. Specialist, 702-387
-8105

Tracey Pulsipher, Administrative Support, 702-387-
8101

ING

Your ING Team

Carson City

Las Vegas

844 West Nye Lane

Suite 101

Carson City, NV 89703

Phone: 775.886.2400 Fax: 775.882.9758
Toll Free: 866.464.6832

3960 Howard Hughes Parkway

Suite 520

Las Vegas, NV 89169
Phone: 702.990.3720
Fax: 702.990.3721

Steve Platt, Nevada Manager, 775.886.2402

Eric Wyer, Representative, 702.990.3720

Jo Ann De Angelo Guerra, Representative,
775.886.2403

Dianna Hennessey, Marketing Consultant,
775.886.2401
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Investment Option Information

What is market capitalization?

Market capitalization {also known as ‘market cap’) represents the value of a company, including all of its assets, capital, revenues, etc.

ssuming the company is sold for a fair price, it would be close to the market capitatization. The market capitalization is the total
value of the tradable shares of a publicly traded company.

Types of Market Cap

There are several approximations of market capitalization to determine the size of a business. There are different definitions from
different sources, but the following is an approximate listing:

Mega Cap: $200 billion and greater
Large Cap: $10 billion to $200 billion
Mid Cap: $2 billion to $10 billion
Small Cap; $300 million to $2 billion

Why is this important?

Studies indicate as investors one of our best defenses against market risk is asset allocation. Asset allocation is diversifying our invest-
ments amongst different asset classes, such as stocks, bonds, and cash. We also diversify our equity assets amongst a variety of as-
set categories, such as large companies, foreign companies and smaller companies. Different types of investors will invest in options
with market caps suited to their liking. For example, the mega cap companies like Apple, Exxon-Mobil, etc. are very stable, and if you
want to invest in solid, consistently performing stocks, you may choose investment options which are limited to large-cap or mega-
cap companies. Investments generally become more risky, and there is more potential for gain and loss as the market cap decreases,
Some investors tend ko invest mostly in investment options with mid and small cap stocks because they want to maintain a riskier
portfolio. Others have investment options with different varying categories of market caps in order to maintain a mixed portfolio.
Whatever you choose should be based upon your risk tolerance and retirement goals.

NDC—Simplifying Your Investment Selection

NDC is consolidating fund options to make market-cap investment selection less complex for participants. Investment options in the
small-mid cap options often blend together but this is not always apparent to participants. For example, you may be investing in a
fund titled ABC Small Value Fund and assume the fund is investing in small cap stocks with a value style; however, the fund has now
shifted to include mid-cap stocks and growth style investments.

Investment firms are also shifting to funds which combine small and mid cap equities for greater investment flexibility and diversifica-
tion. NDC will be consolidating some fund options effective in May and June. The new options provide consistent performance, lower
fees and options with greater diversification for a more streamlined, simplified investment option menu, You will receive additional
information directly from your service provider (Hartford/ING) over the next several weeks,

Investment Option Changes

Current Options New Option
SSgA Mid Cap Index Fund
Vanguard Mid Cap Index Fund

Vanguard Extended Market Index Fund

Vanguard-Small Cap Index Fund

Current Options New Option
CRM Mid Cap Value
Colombia Mid Cap Value Opp.

Lord Abbott Value Opportunities I Fund

Coltombia Small Cap Value I1 Fund
Well Fargo Advantage Special Small Cap
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Regarn DEFERRED COMPENSATION PROGRAM
-
Andrew MacKay
Diane Comeaux
Jim Barnes
Thank you for your service to the Deferred Compensation Committee. We appreciate the time you
gave and the dedication you showed as a Committee member.
Nevada State Library & Archives Building
100 N. Stewart Street, Suite 210, Carson City, NV 89701-4213
Telephone 775.684.3397 Fax 775.684.3399
\ E-mail: deferredcomp@defcomp.nv.gov y
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