DEFINED CONTRIBUTION RETIREMENT (DCR) ADVISORY COMMITTEE

MEETING MINUTES OF

October 22, 2009
Present:  Dave Kesler, Roger Severns, Janet Tauer, Shawn Bjerke, Barbara Prince, Eve Nichols (for Jeanne Cornish), Russ Stanton (IFO), Eileen Finnegan (TIAA-CREF), Dirk Camilletti (TIAA-CREF), Bill Thorne (TIAA-CREF), Craig Chaikin (SegalAdvisors), and Gary Janikowski 
Introductions/Review of Committee Membership.  Gary distributed the committee membership listing for 2009-2010.  It appears that most members’ terms will expire in 2010.  It would be great to have some membership appointment overlap so that there is continuity on the committee.
Quarterly Investment Analysis.   Craig Chaikin of Segal Advisors offered to forward committee members an electronic copy of the quarterly report in the future, so that members would have a better opportunity to prepare for committee discussion on the quarterly report.  This will be done starting with the winter, 2010 meeting.
Craig reviewed the 2009 third quarter financial markets and fund returns.  The economic fundamentals of the economy are starting to look better in the 3rd quarter.  However, there is still 9.8% record unemployment, which may be understated due to the fact that it doesn’t report the number who become discouraged and drop out of the labor market.  Also during the 3rd quarter, large growth continued to outperform large value stocks.  After several periods of relative underperformance, small cap stocks outperformed large cap stocks over the latest 3-year rolling period.  International stocks continued to outperform domestic stocks over the past six months.  

There is nothing remarkable about the movement of money in our Plan in this quarter. Many participants stayed put during the past quarter, most likely because there were positive returns across the fund array.  Total Plan assets amount to $1,039,743,762 as of the end of the quarter.   The following funds are on the “watch” list for the reasons indicated:

· Western Asset Core Plus Bond Fund.  The Fund has outperformed its index for the third quarter.  While the fund also beat its benchmark for the one year period, it still underperforms the benchmark over the three- and five-year periods.    

·  Dodge & Cox Balanced Fund.   The Fund outperformed its index over the third quarter.  It also outperformed over the year-to-date and one year period; however there is still underperformance of the benchmark over the three- and five-year period.  
· Legg Mason Value Fund.  This fund beat the S&P 500 index during the third quarter and is now ahead of its benchmark and peer median for the year-to-date and one year period.  However, it underperforms over the longer time period.  The fund benefited from staying in the investments that hurt it last year.  Over-weights to IT, financials, and Consumer Discretionary sectors contributed strongly to relative outperformance.    
· Vanguard Strategic Equity Fund.  This fund lagged its indices for the third quarter, but beat the median of the US Equity Mid Cap Core managers’ universe.  The fund trails both benchmark metrics over all period analyzed.  

According to Segal Advisors, all of the funds on watch-list still have strong fundamentals and should be given an opportunity over a full market cycle (3-5 years) before making any decision on removing them from the Plan.
The new life-cycle funds were rolled out in mid-summer, prior to the start of the academic year, so there is not yet enough activity to report for the 3rd quarter.  There should be more in-depth information about participant reaction to these funds at the next meeting of the committee.  Most faculty are not interested in retirement investing early in their careers, so it’s important to have a good default.

The committee expressed an interest in learning more about how many people participate in the Roth TSA program.  TIAA-CREF will prepare data on this topic for the next committee meeting.  Committee members would also like more statistical information on the numbers of faculty who choose to be covered by TRA.  Gary will prepare and review that data at the next meeting.

Update on 2nd Chance TRA Election.   Gary reviewed the statutory language that was enacted during the 2009 legislative session that requires faculty who attain tenure or its equivalent to have another opportunity to select TRA as their main retirement plan.  We are working with TRA and TIAA-CREF to provide information to the newly tenured.  There were approximately 100 faculty who attained tenure at the State Universities after July 1, 2009 who will be mailed informational material by TRA.  If they are interested, TRA can provide more specific information on cost.  Faculty can pay for the move to TRA by utilizing their IRAP, SRP, and/or TSA account balances.  Data for 2-year faculty won’t be available until after the end of fall semester, as 2-year faculty attain unlimited status at the end of each semester.  
Deloitte Consulting Recommendations for July, 2011.  Gary reviewed the recommendations that were made by Deloitte Consulting as part of their review of our Plan.  Several of the recommendations revolved around campus HR processing issues; it was suggested that we centralize, or regionalize, much of the retirement coding that is currently being done at each of the campuses.  Additionally, there were recommendations regarding plan efficiencies.  We are working with TIAA-CREF to identify small, inactive accounts and will provide data to the committee at its next meeting for a discussion and recommendations regarding how/when to force liquidate these small accounts, since they cost the Plan additional administrative fees.  It was agreed that participants who move to TRA in their initial year of eligibility should have those small IRAP balances moved to their SRP accounts to avoid confusion for the participant and to help reduce Plan administrative costs.  The last recommendation is that we pursue ending the statutory requirement that the State Board of Investment (SBI) select the record-keeper and funds for our Plan.  Since we currently employ an outside consultant, who does not offer funds, we will be better able to negotiate good funds/fund fees through our consultant.

TIAA-CREF Updates.   Eileen Finnegan distributed the Call Center report which reflects data regarding frequency of calls as well as a call-type analysis.  In October, 2008, the center had almost double its typical volume for our Plan, due to the economic downfall.  TIAA-CREF made call backs to any calls that were abandoned at that time to ensure that participants got their questions answered.  Eileen also reviewed all call metrics for our plan, as well as the reason for most calls.  With regard to quality measures, Gary suggested that any complaints be reported to him so that TIAA-CREF could respond to the issue on a timely basis.  

Bill Thorne reported on the webinars that have already been conducted for this year and reviewed the upcoming schedule.  For the most recent webinar on Life-Cycle funds, we had 39 attendees.  We would like to increase our attendance for the webinar series and are open for suggestions as to how we can best promote these training opportunities.  Upcoming webinars for the remainder of the fall semester include sessions on Tax Smart Ways to Save and Invest, a repeat of Life Cycle funds, and Your Retirement Income Options.  

Bill also reviewed the revised statements that were recently rolled out by TIAA-CREF.  There were two primary enhancements, including a personalized retirement income projection and a personal rate of return for each participant.  
Dirk Camilletti distributed an update on abandoned accounts.  There is a grand total of $60,814.10 in accounts where TIAA-CREF has been unsuccessful in finding account owners.  The legislation that allows us to escheat these funds requires a five-year aging process.  The first year in which we may see funds escheat to the Plan is on July 1, 2011.  

Administrative Fee Report.   Lou Urban of the Business Office reviewed the Administrative fee report.  For fiscal year ended 2009, there was a year end reserve of $336,638.  For FY10, the various expense items were reviewed and will be adjusted based on reasonable actual costs.  Projected FY10 year end reserves amount to $400,707.
Meeting Schedule for 2009—2010 Academic Year.  The following are upcoming meeting dates for the 2009-2010 academic year:
· Thursday, January 21, 2010

· Thursday, May 6, 2010
