Retirement Issues Conference Call

Minutes

March 17, 2009

Gary opened the call by noting that an item would need to be added to the agenda:  Change to Annuity Rates
HR Administrators Training – Module 2
Module #2 of the HR Administrators training is now complete and will be held via WebEx on March 26 at 10:00 a.m.  For those who cannot attend, the presentation will also be made available on the HR website.  These seminars work well for new staff performing retirement duties, but are also good for any staff to take as a refresher.  The class will accommodate 35 people; it could be adjusted to 40 if needed.  A PDF version of the slides will be sent out ahead of the seminar.  

State of MN Self-Service Page
This page was changed a while ago by MMB.  Gary is working on instructions for MnSCU staff; the new site is fairly intuitive.  There is also a WebEx seminar available on the changes; Gary suggested the TIAA-CREF Call Center staff take this seminar.  There is some confusion with making changes to the various accounts.  It was also noted that the allocation is the same for either a Roth or a TSA account, there is no need to re-enroll.  
Legislative Update 
There are two bills of note at the Legislature.  The first one is regarding an early retirement incentive for MnSCU employees.  The MnSCU version offers either cash or a Health Care Savings Plan contribution that would be available to all employees regardless of contract or plan.  For IFO and MSCF members, there is already an early separation incentive in their contract:  those from pre-1996 qualify and those hired after 1996 would not qualify.  

The Pension Commission is reviewing this IFO proposal and wants more specific provisions, such as age and years of service requirements.  It will most likely be at least 55 years of age, with at least 5 years of service, and limited to 100% of base salary.  The first hearing is this coming Friday.  

The second bill is giving faculty a second chance to enroll in TRA, providing they have achieved tenure (normally five (5) years for state universities) or achieved permanent status (normally three (3) years at community & tech colleges).   As long as the participant is paying the dollar amount from day one it wouldn’t have an impact on TRA since the full actuarial cost of moving to TRA would have to be paid by the employee.  The employee would have to buy back all service credit in TRA and could use their IRAP SRP, and TSA accounts to do this.  There have been discussions of charging the participant an administrative fee payable to TRA as they would have to do additional actuarial studies.  MnSCU would not support this with additional employer contributions.  Employees who request a cost analysis would need to pay these charges.  There may also be another proposal from MSCF giving all faculty another election window.  

Migration to New Default Funds Update 
A call that was scheduled last week with MnSCU and TIAA-CREF to discuss the roll-out of these funds was canceled and will be rescheduled.  The new funds will be available for people to enroll in on July 1.  They are commonly referred to as life-cycle funds, based on people’s age and their estimated retirement age of 65.  These funds will be the new default; there will not be any moving into these funds due to old defaults, but people can choose to move into them.  

Consultant for 2011 Retirement Plan Design 
Every five years a new RFP must be done for a MnSCU retirement plan administrator as the current contract expires.  In order to prepare for 2011, we have contracted with Deloitte to perform an overall retirement plan analysis.  They will be looking at what is done in-house vs. outsourced, and also from a legislative issues perspective.  They will also be talking with stakeholders, will meet with the DCR Committee, and possibly hold focus groups with HR staff.  A report has been requested by the end of June.  MnSCU is starting this process earlier than they have in the past, to allow for deadlines to be met.  

Change to Annuity Rates
Eileen discussed some changes to how rates are calculated in the variable CREF and TIAA annuity funds.  In the traditional fund, retirees have annuitized their payments.  Interest payments are guaranteed to not drop below 3%.  There will be some changes made to how rates are calculated for the variable fund.  An e-mail was sent out to the Retirement Issues listserv regarding these changes on March 12, and there will also be a tab added to the website regarding this change.  Letters have been sent to the traditional annuity holders and will be sent to the variable annuity holders.  If MnSCU staff get questions from enrollees they should direct them to the TIAA-CREF site or the MnSCU dedicated call center.  

As an example, money received between February 1 and March 30 will have interest calculated at the stated rate of 4%.  The TIAA fund has a series of “vintage” interest rate returns that are set based on market conditions.  At an individual participant level, these returns are based on when participants invested in the fund and their length of time in the fund.  Some payments could be higher, some could be lower, based on these variables.  The rates have tended to be higher than most, based on averages.  The rates aggregate together, and expire.  They do not go up and down significantly, so they are a good long-term investment.  

(A White Paper explaining these changes is attached to these minutes)
