DEFINED CONTRIBUTION RETIREMENT (DCR) ADVISORY COMMITTEE

MEETING MINUTES OF

May 7, 2009
Present:  Dave Kesler, Roger Severns, Deb Holstad, Janet Tauer, Shawn Bjerke, Barbara Prince, Eileen Finnegan (TIAA-CREF), Bill Thorne (TIAA-CREF), Frank Picarelli (SegalAdvisors), and Gary Janikowski 
Quarterly Investment Analysis.  Frank Picarelli of Segal Advisors reviewed the 2009 first quarter financial markets and fund returns.  The GDP reflected the steepest two-quarter drop since 1958.  On the positive side, consumer spending increased during the first quarter.  In March, the number of persons working part-time for economic reasons increased.  This reflects employers cutting back on hours to reduce costs, along with furloughs or temporary leaves of absence.  Job losses were broad across almost every sector of the economy, with the largest losses in manufacturing, construction, and business services.  During the first quarter, equity index and fixed income returns were mostly negative.  The financial sector experienced the worst quarterly decline of all the sectors in the S&P 500 index.  All sectors (except for information technology) experienced negative returns for the quarter.

Total Plan assets amount to $838,534,000 as of the end of the quarter.   A review of activity in the Plans reveals increased levels of transfers into stable funds.  The following funds on the “watch” list for the reasons indicated:

· Western Asset Core Plus Bond Fund.  The Fund has underperformed the benchmark and its peer universe over all time periods analyzed due to overweight in financials.    

·  Dodge & Cox Balanced Fund.   Relative performance was lost on both the equity and fixed income portfolios.  The fixed income portfolio’s significant overweight in Financials hurt overall performance for the quarter.  In addition, the fund’s holdings in AIG, Bank of America, GMAC, and GE performed poorly. 
· Legg Mason Value Fund.  This fund only slightly trailed the S&P 500 index over the first quarter.  While the fund was basically in line with the benchmark, holdings in financials, health care, and industrials hurt overall performance.  
· Vanguard Strategic Equity Fund.  This fund slightly lagged its indices for the quarter.  Poor stock selection in Energy and Health Care was the top detractor from performance.
During the course of discussion about the fund performance, Eileen Finnegan addressed questions that were raised about the TIAA fund.  Eileen distributed a white paper regarding the fund.  The TIAA fund is backed by the General Account; the participant doesn’t hold a specific investment in the General Account, but benefits from earnings on the General Account.  The General Account has invested $25 billion per year on average since 2000.  The size and constancy of these investment flows provides TIAA with the asset base and stability to take advantage of investment opportunities in asset classes that might not be available to investors with smaller or less constant flows.  A copy of the white paper is also available on the MnSCU  HR web-site:  http://www.hr.mnscu.edu/retirement/campus_resources/documents/tiaa_trad_whitepaper.pdf
New Default Fund Transition Update.  Eileen distributed the communications strategy for discussion.  The implementation date for the Lifecycle funds is July 17, 2009.  There will be a series of webinars and for HR Administrators as well as employee-directed webinars.  It was suggested that Lifecycle funds can make participants complacent about the investments in their retirement account, so communications should also include reminders to participants that they are still responsible for re-visiting their investments from time-to-time. 
TIAA-CREF Updates.   Eileen Finnegan distributed the Call Center report which reflects data regarding frequency of calls as well as a call-type analysis.  For the first quarter, 24.6% of the calls were related to education/counseling; 16% were Cash Withdrawals, and 13% were for internal fund transfers/allocations.  Bill Thorne updated the committee on the spring webinars that were held on Using Web Tools and Distribution Options.  Bill also distributed statistics on campus counseling sessions.  As of April 25, 2009, there were a total of 62 campus visit days and a total of 372 appointments (148 of those were for investment advice sessions). Also distributed was a listing of the on-site seminars that are available, including a Core Investor Series, Core Savings Series, and a Market Volatility Series.  

Update on Status of Abandoned Accounts.   Eileen distributed the quarterly report on abandoned accounts.  There is a total of $82,551 in these accounts.  The legislation that was enacted last year allows the Plan to use a portion of these abandoned accounts to offset administrative fees that are charged to participants, once these accounts are “aged” for a five year period.   TIAA-CREF is tracking the amounts and age of each of these accounts.  
Administrative Fee Report.   Lou Urban of the Business Office reviewed the Administrative fee report.  For fiscal year ended 2008, there was an estimated year end reserve of $335,965.  The various expense items were reviewed and will be adjusted based on actual costs.  The budget balance at the end of FY09 has a projected $287,210 reserve.  Due to a shareholder’s lawsuit and settlement over the Janus funds, our Plan received approximately $8,500 that will be used as revenue.  (The Plans had a Janus International Fund as one of the investment choices about ten years ago, but the fund was ultimately replaced with another fund).   
Legislative Update.   A bill that would allow faculty another chance to select TRA as their main retirement fund up to one year after they receive tenure/permanent status is currently progressing through the legislative process.  Assuming the governor signs the legislation, we will need to update our Plan communications with regard to this issue.  We will need to ensure that all faculty who attain tenure/permanent status are notified of their right to elect TRA.  The bill provides that the faculty member would have to fully pay for all prior service at the institution prior to the attainment of tenure; in addition to transfers from their IRAP account, they could use SRP or TSA funds to purchase the service credit.
Consultants Review of DCR/TSA Plans for 2011.  The contract for record-keeper and investment funds for the Plans will expire on June 30, 2011.  Consultants from Deloitte have been selected to review the Plans.  The consultants lead a discussion with the committee on various plan administration facets, such as simplification of administration, customer service, participant experience/satisfaction, overall value, compliance, investment flexibility and fees, etc.  A recommendation regarding possible changes to the plan design will be made by the end of the summer.
Meeting Schedule for 2009—2010 Academic Year.  The following meeting dates have been selected for the upcoming year.  All meetings will be held at the Office of the Chancellor in the Wells Fargo Place building from 10:00 a.m. until approximately 2:00 p.m.:
·  Thursday, October 22, 2009
· Thursday, January 21, 2010

· Thursday, May 6, 2010
