DEFINED CONTRIBUTION RETIREMENT (DCR) ADVISORY COMMITTEE

MEETING MINUTES OF

October 11, 2007
Present:  Dave Kesler,  Michael Wilson, Jeanne Cornish (MSUAASF), Janet Tauer, Shawn Bjerke, Barbara Prince, Russ Stanton (IFO), Tony Link and Eileen Finnegan (TIAA-CREF), Frank Picarelli (SegalAdvisors), and Gary Janikowski 
Introductions/Committee Membership Review.  Gary Janikowski reviewed committee membership.  Barbara Prince was re-appointed as an MSCF representative for an additional two (2)-year term and Deb Holstad, HR Director at St. Cloud Technical College, will represent System HR Directors.  There are additional vacancies for an unclassified MAPE representative and a MnSCU Administrator.
New Travel Form Process for Business Office.  In accordance with statutory language, committee member expenses are covered by the Administrative Expense budget for the Plans.  The Office of the Chancellor Business Office has changed its procedures regarding reimbursement of expenses for campus employees.  The revised procedures and forms were distributed to committee members.  If the amount of reimbursement exceeds $100, members must obtain the signature of their campus Business or Payroll Officer before submitting the form, along with the regular expense reimbursement form, to Gary Janikowski at the Office of the Chancellor. 
Quarterly Investment Guidelines/Analysis.  Frank Picarelli of Segal Advisors indicated that fund return and benchmark information was not available for the third quarter from either the funds or the indices that serve as benchmarks.  Typically, this information is available 45 days after the end of the quarter.  So, Frank presented return information from the 2nd quarter, and updated it with information that was available from the 3rd quarter thus far.  Frank also reviewed economic market conditions and themes in the equity and fixed income markets for the quarter.   During the second quarter, large growth funds did better than value funds; international markets continued to be strong; and bonds were flat.  Through September 30, the global financial crisis related to the mortgage market led to losses and increased volatility in bonds due to interest rate changes. 
With regard to the review of funds, total assets in the Plans now exceed $1 billion in assets.  In July, approximately 6,500 participants who were 100% invested in either the Vanguard Prime Money Market Fund, the CREF Social Choice Fund, or the Vanguard Balanced Index Fund were sent notices that encouraged them to review their current allocation, keeping in mind that a broadly diversified portfolio can help them reach their retirement goals.
While fund volatility is available in the fund detail, it was recommended that volatility figures be included in the summary of fund performance returns for ease of review in the future.  

Frank distributed performance summary snapshots for the third quarter, with information available thus far.  Due to heavy investments in the financial services sector, the Legg Mason Value fund and the Vanguard Strategic Equity funds were down versus their policy indices.
Russ Stanton indicated that faculty are raising questions regarding the Plans’ investments in Darfur/Sudan.  TIAA-CREF has had discussions regarding this issue and last year began a review of their investment holdings to determine what ties to Sudan the companies whose shares they hold in their investment portfolios may have.  They have since worked with these companies to commit to ending their operations in Sudan and will continue to engage in other similar activities to curtail investments there.  The CREF Social Choice Account does not have investment-related holdings in Darfur/Sudan.  For the non-TIAA-CREF funds, Frank indicated that his team will conduct some research on this issue and report back at the next committee meeting.
TIAA-CREF Updates.  Eileen Finnegan provided the campus fall meetings summary and the number of individual appointments that were held at each campus.  There is a great deal of variability from campus to campus.  Campus visits/scheduling tends to depend on the promotion it receives at the various campuses.  Gary indicated that the topic of how to better promote these meetings so that Individual Consultants’ time can be best utilized will be included on the upcoming monthly conference calls that are held with HR Administrators at each campus.  
Eileen Finnegan reviewed the new live Webinar Series that is planned for 2007-2008.  Live Webinar topics include:  

A New Way to Save for Retirement…Introducing the Roth Option, offered on September 25 and September 26, 2007.
Developing an Asset Allocation Strategy, offered on December 4 and December 5, 2007

Tax-Advantaged Savings Strategies, offered on February 5 and February 6, 2008

Retiree Income Options, offered on April 8 and April 9, 2009

The Roth webinar was attended by more than 85 participants and was well-received.  Prior to each session, we will forward promotional and enrollment information to each campus.  In addition to the live webinar series, there are a series of streaming financial educational webinars that are available at the following web address:  www.tiaa-cref.org/financialeducation
Through the September 14 payroll, there were a total of 29 individuals who had enrolled in the Roth TSA program.  It was requested that information be provided at the next meeting with regard to the average age categories for those who are participating in this program.

Vanguard has switched its Admiral Share classes to Signal Share classes, which will impact about 2,000 MnSCU participants.  Additionally, Vanguard has agreed to aggregate assets in our plans with those Vanguard funds that are also offered in the State’s Deferred Compensation program.  Since the State also offers both the Vanguard Mid-Cap Index and Vanguard Institutional Index funds, our participants in these same funds will be moved to the Institutional/Plus Share class on October 1, 2007.  The Mid-Cap fund will see a reduction of 13 basis points to 8 basis points and the Institutional Index fund will be reduced from 5 basis points to 2.5 basis points.
Tony provided an update on the “lost participant” list.  TIAA-CREF uses a 3rd party vendor for these address/beneficiary searches.  That service uses information from the social security administration, IRS, and web searches, etc.  As of December 31, 2006, the search service was able to find participants with a total of $1 million in assets.  Still there are about 25 people with bad addresses (with a total of $425,000 in assets); updated addresses ($253,000 in total assets); and no addresses ($330,000 in total assets).  The three deceased participants have a total of $6,200 in assets.  TIAA-CREF will continue to monitor this list.  The System may pursue legislative language this year to better clarify how these accounts should be administered if participants are not found after having cleared the address/beneficiary search process.  Tony distributed the summary listing of lost participants, along with their last known campus location.   Committee members were asked to share the lists with their constituencies and let Tony know if they had further information as to a more recent address for any of these individuals.  Gary will also post the revised list to the MnSCU HR-retirement section of the website.
Tony Link reviewed the Call Center volume report for the quarter.  The report reveals a good deal of quantitative data regarding call volume (calls received, answered, abandoned, etc.), but does not get at qualitative data.  TIAA-CREF is working to develop better metrics for the qualitative data.

Prudential De-Mutualization Issue.   Gary indicated that we are proceeding to notify participants who had investments in Prudential funds on December 15, 2000 of the proceeds that were realized from the sale of stock due to de-mutualization.  Proceeds from the sale of this stock will be allocated to Prudential participants based on account balances as of that date.  There was approximately $152,000 in net proceeds from the sale of the stock.
New IRS 403(b) Regulations and Impact on MnSCU Plan.  In July, 2007, the IRS announced new regulations governing 403(b) plans.  These were the first regulations governing 403(b) plans since 1964.  There should be minimal impact on our Plan as we already were operating from a formal Plan document and had limited our fund offerings to those that had been selected by the SBI.  At this time, we don’t plan to enter into information sharing agreements with other plans.
Administrative Fee/Budget.   Rick Ellefson and Chuck Myers of the Business Office presented the final financial DCR/TSA report for the 2006-2007 year and the budget for the 2007-2008 year.  At the end of FY07, we had a $316,031 reserve.  For FY08, we are projecting an estimated $11,766 shortfall, which would leave an estimated reserve of $304,265 at the end of the year.  
Upcoming Meetings.  Please note the following meeting dates for 2007-2008 academic year.  All of the meetings will be held at the Office of the Chancellor, Wells Fargo Place Building:


Winter meeting:
Thursday, February 14, 2008



Spring meeting:
Tuesday, May 6, 2008
