
Senators, 
 
On Thursday, January 14, 2016, I had a very productive meeting with VRS Director Patricia Bishop in 
Richmond, along with my counterparts from the University of Mary Washington and Norfolk State 
University.  Our meeting ended up lasting about 2 ½ hours, and Director Bishop was very candid in her 
explanations of what VRS was trying to accomplish.  Attached is a copy of PowerPoint slides that were 
given to us at the meeting. 
 
In short, I’m satisfied that we’ve ended up with the best possible outcome.  For the foreseeable future, 
people who want to use TIAA-CREF and Fidelity can continue to do so, but those who want to switch to 
the new alternative that VRS had been developing will also have that option. 
 
Based on what I learned at the meeting with Bishop and from other sources over the last two months, I 
now have a much better understanding of the retirement investment industry and of what VRS was 
trying to accomplish, so I am now convinced that VRS really did have our best interests at heart in their 
proposed change.  I think that they just badly botched the public relations on the announcement, and I 
am still somewhat concerned about their paternalistic attitude, but I think they intended to do what is 
best for us.  I think if VRS had they explained the change better and shown us the reasons for it, and 
made it an option as opposed to a mandatory change, I think they could have avoided a lot of the 
conflict and controversy over the last two months. 
 
Here’s my synopsis as I understand it.  Those of us in the ORPHE program are currently being charged 
very high fees by TIAA-CREF and Fidelity.  These fees can have a huge impact on the amount of 
retirement savings we can accumulate.  The attached presentation shows some compelling data about 
the extent to which these fees could affect one’s retirement savings (for example, see the comparison 
on slide # 11).  VRS has been trying for years to negotiate lower fees from TIAA-CREF and Fidelity, but 
despite these efforts, these companies continue to charge more than is considered typical for the 
industry. 
 
One change in the industry is the increased use of unbundling, in which one company provides record-
keeping services (essentially compiling monthly statements and interacting with end-user 
participants), separately from the firms that manage the individual funds.  Beginning a couple of years 
ago, VRS started working on a plan to select a single record-keeper, and then offer individual 
participants a list of individual investment instruments that would be managed by a variety of 
companies.  VRS released a RFP for a company to provide this record-keeping service, and ICMA-RC 
ended up the best of the proposals (Bishop went to great pains to emphasize the transparency in this 
process, from her perspective).  But ICMA-RC would only be the record-keeper, and would not manage 
funds. 
 
VRS seems to believe that the brand-loyalty of participants is causing us to make poor decisions, and 
therefore, under the new system, the list of investment options available will be selected by VRS and will 
be presented “white label,” meaning the participants won’t be allowed to know what company is 
offering the instrument.  We would only be given data, such as past performance and fees, but not know 
the identity of the fund management.  VRS thinks we’ll make much better decisions if we rationally 
compare the data, rather than picking the brand names we recognize from TV advertisements.   
 
Bishop stated that VRS has never been planning to force us to move money that has already been 
invested in Fidelity or TIAA-CREF.  In fact, legally, they couldn’t do that if they wanted to.  We might 



want to move our money to save on fees, but VRS would not make us do that.  This plan has always 
been forward-looking. 
 
So, in conclusion, they’ve heard our complaints, but they are convinced that the new approach using 
IMCA-RC as the unbundled record-keeper really is better for us, so they are moving ahead with plans to 
give us the option of staying with our existing plans, or switching to this new approach.  The plan is to 
make these options available during the next open enrollment season.  They are working on a website 
so that participants can make the selection online, rather than having to use paper forms as we use 
now. 
 
As stated above, I’m satisfied that we’ve ended up with the best possible outcome, because those who 
wish to use TIAA-CREF and Fidelity can continue to do so, but those who want to shop for lower fees will 
have a new set of options to consider. 
 
Hope this helps, 
 
David McGraw 
 
 


