DEFINED CONTRIBUTION RETIREMENT (DCR) ADVISORY COMMITTEE

MEETING MINUTES OF

January 22, 2009
Present:  Dave Kesler, Roger Severns, Jeanne Cornish, Deb Holstad (via conference phone), Janet Tauer, Shawn Bjerke, Barbara Prince, Eileen Finnegan, Dirk Camilletti, and Bill Thorne (TIAA-CREF), Craig Chaikin (SegalAdvisors), and Gary Janikowski 
Introductions/Membership Roster.  Gary Janikowski reviewed the Committee membership list.  Roger Severns was welcomed a new IFO representative.  Janet Tauer was reappointed to another 2-year term for MMA.  MSUAASF has yet to name a member representative, but Jeanne Cornish attended the meeting as that unit’s representative.

Quarterly Investment Analysis.  Craig Chaikin of Segal Advisors reviewed the fourth quarter financial markets and fund returns.  Thanks to Dirk Camilletti at TIAA-CREF for obtaining the returns for the 4th quarter so quickly (typically returns aren’t available until approximately 45 days after quarter end).  
While overall equity markets were down substantially-- 35-40% in many cases—the fixed funds in our Plan have fared well and the Real Estate fund was down by only 10%.  At an overall plan level, our three plans lost between 11-13%, largely due to the amount of assets in stable value funds.  The Obama administration is looking to add yet another infusion to the economy.  Once people start going back to work, there will likely be a turnaround in the economy.  Some of the more optimistic economists are predicting a reversal by mid-year of 2009; until then, we will continue to see a lot of volatility.  The good news is that the government is taking action to correct this.  And, oil and commodity prices are down, which should help propel the economy.  
With regard to our Plan activity, the last quarter saw dollars coming out of riskier investments, with transfers into stable value funds.  Participants are looking for safety.  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 to financials and Mortgages.    

·  Dodge & Cox Balanced Fund.  This fund’s poor performance is mainly concentrated in 2007 and 2008, as the fund showed strong results prior to those years.  The fund’s quarterly performance was hurt by its overweight to equities relative to the index as well as poor performance in Energy.  The fixed income portion of the fund was hurt due to an overweight to corporate bonds with no exposure to U.S. Treasuries.
· Legg Mason Value Fund.  This fund continues to underperform its benchmark over all time periods analyzed.  The fund’s underperformance is due especially to over-weights in IT, Consumer Discretionary, and Energy.  Holdings in JPMorgan Chase, Citigroup, and GE were also harmful.

· Vanguard Strategic Equity Fund.  This fund slightly lagged its indices for the quarter.  Relative performance was hurt by poor stock selection in IT, Industrials, and Consumer Discretionary sectors.
Committee members suggested that Segal Advisors add Beta and Sharpe Ratio scores to the section of the report that outlines five year risk statistics.  It was also suggested that the report reflect the average fund allocations for a participant at the plan level (i.e., how participants are allocating their portfolios).

New Default Fund Transition.  The SBI has approved our recommendation to have the TIAA-CREF life-cycle funds serve as the default fund for the Plans.  This is a series of 10 funds that are based on the age of estimated retirement for participants (estimated age of retirement is assumed to be 65).  The funds self-balance, and become a more conservative mix of investments as the participant ages.  Committee members discussed the average age that participants retire.  This information is available by fiscal year, by bargaining unit, at the following web-site:  http://www.hr.mnscu.edu/data_management/index.html#DR
Prior to the transition to this new default (which would be prospectively applied), we will have to prepare communications materials and trainings/webinars.  Eileen Finnegan and Dirk Camilletti of TIAA-CREF will work with Gary Janikowski to develop a transition plan.  Most likely, we would be able to convert to the new default by July 1, 2009.  Draft communication materials will be shared with the DCR committee for comment and input.
TIAA-CREF Updates.   Bill Thorne distributed information on the fall webinars that were offered.  An average of 56 participants attended each webinar.  The upcoming series includes the following:
Wednesday, February 4, Roth and Pre-Tax 403(b) Options

Thursday, March 5, Five Habits of Successful Investors
April 8, Online Services from TIAA-CREF
May 5, Income Options and Distribution Options
In addition, we continue to offer the joint TRA/TIAA-CREF orientation webinar for newly eligible participants to the Plan.  This webinar is run shortly after the start of each semester. 
Bill also distributed statistics on campus counseling sessions.  In 2008, there were 1,171 appointments scheduled over 170 days for campus visits.   

Eileen distributed and discussed the Annual Phone Center Report which reflects the number and types of calls received by the Call Center. 
Due to the economic climate, President Obama is allowing participants who are over age 

70 ½ to waive Minimum Distribution Requirements in 2009.  Eileen indicated that TIAA-CREF provides participants with an election form to notify them that they do not need to take the Minimum Distribution for this year. 
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. 
Update on Status of Abandoned Accounts.   Dirk provided a report on abandoned accounts.  There are thirteen individuals with bad or unknown addresses and eight deceased individuals with unknown addresses (with a total of $89,153 in account value).  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.   Dirk will set up a report which reflects the status of each of these accounts on a year-by-year basis and review the report as an on-going DCR agenda item. 
Consultant Review of Retirement Plans for 2011.   Our contract with TIAA-CREF as record-keeper will end on June 30, 2011.  In order to get a better start on any changes to Plan design and fund offerings, we will engage a consultant to conduct an overall Plan analysis.  The consultant will talk with DCR committee members about Plan design and fund offerings so that we will be well-positioned to conduct the record-keeper and fund search in 2010.  A special meeting of the DCR committee will be called once a consultant is selected.  Committee members were encouraged to talk with their constituencies about the types of changes they would like to see in the delivery of plan services and funds in 2011.
Next Meeting.  The Spring meeting of the DCR Advisory Committee will be held on Thursday, May 7, 2009.
