
SCFA RETIREMENT SUBCOMMITTEE 
MINUTES OF MEETING 
MAY 31, 2011 
 
[In these minutes:  Fund Utilization in the Faculty Retirement Plan (FRP) and Optional 
Retirement Plan (ORP), Retirement Calculator Update, Continuation of the Discussion about the 
Use of the “Guarantee” Language that is Used to Describe the General Accounts] 
 
[These minutes reflect discussion and debate at a meeting of a committee of the University of 
Minnesota Senate; none of the comments, conclusions or actions reported in these minutes 
represent the views of, nor are they binding on, the Senate, the Administration or the Board of 
Regents.] 
 
PRESENT:  Daniel Feeney, chair, Jane Carlstrom, Thomas Schenk, Nancy Fulton, Barry 
Melcher, Chris Suedbeck, Vernon Cardwell, Murray Frank, Kathryn Hanna, Harvey Keynes, 
Jennifred Nellis, Vernon Eidman 
 
REGRETS:  Joe Jameson, Jackie Singer, Andrew Whitman 
 
ABSENT:  Gavin Watt 
 
OTHERS ATTENDING:  Shonna Schroeder, retirement programs coordinator 
 
I).  Professor Feeney called the meeting to order and welcomed all those present. 
 
II).  Members unanimously approved the May 2, 2011 minutes. 
 
III).  Professor Feeney introduced the main agenda item, a discussion on fund offerings and 
utilization, particularly as it relates to the Faculty Retirement Plan FRP.  To facilitate the 
discussion, handouts containing fund utilization data were distributed.  Members began by 
reviewing the utilization data in the FRP.  Professor Feeney concluded that while some of the 
funds may have limited utilization, there are valid reasons such as the fund is frozen.  He also 
proposed monitoring the newest funds in the plan over time (Vanguard International Explorer, 
Vanguard Emerging Markets Stock Index, and Vanguard Target Retirement 2055) for utilization. 
 
Members engaged in a lengthy discussion about which, if any, funds should be added.  From the 
last meeting, Professor Feeney reminded members that the committee talked about adding an 
actively managed small cap fund such as Fidelity Low-Priced Stock, a real estate investment 
trust (REIT) fund, and Vanguard Wellesley Income Fund.  Professor Murray also suggested 
exploring the addition of an international bond fund. 
 
During the course of the conversation, Professor Keynes made the point that if participants are 
not actively requesting the addition of any particular fund that the adoption rate of the new funds 
may be low.  Professor Feeney stated that the committee could take the position that it will only 
adds funds when there is a demand, but this would likely result in very few funds ever being 
added.  Or, alternatively, the committee can take the position that it is preferrable to add funds as 



needed to ensure the plan is balanced.  Professor Hanna suggested identifying where there are 
gaps in the FRP.  Currently, the FRP lacks a REIT and an international bond fund. 
 
At the end of a lengthy discussion, the committee concluded that it would like the Retirement 
Plan Fiduciary Advisory Committee (RPFAC) to look in adding the following funds to the FRP: 

• A REIT fund for diversification purposes. 
• A suitable, high-quality international (or global) bond fund. 
• An actively managed small cap fund such as Fidelity Low-Priced Stock or something 

comparable.  
 
While there was consensus about considering a REIT and an international bond fund, there was 
concern about considering the Fidelity Low-Priced Stock or something similar due to the 
volatility of this kind of fund.  In addition, while members discussed adding a blended fund such 
as Vanguard Wellesley Income Fund, the committee could not make a strong enough argument 
for adding it at this time.  The committee noted that it would defer to the expertise of the RPFAC 
when selecting the funds that will be added.  The committee also deferred to the RPFAC to 
decide whether any current funds should be frozen. 
 
Professor Feeney thanked members for reviewing the FRP fund utilization and for their 
suggested additions to the plan.  He noted that the recommendations will be forwarded to the 
RPFAC for action. 
 
IV).  Professor Feeney reported that Securian is planning to launch at least one enhancement it 
has been working on for the retirement calculator on or around July 1, 2011.  Additional 
enhancements will be rolled out throughout the remainder of the calendar year. 
 
V).  Professor Feeney reported that on and off over the course of the spring semester the 
committee has been dealing with the issue of the use of the word “guaranty” in connection with 
the General Account (GA) and General Account Limited (GAL), which Professor Frank raised 
last fall.  At the committee’s April meeting members agreed to table the discussion until 
Professor Frank could be present, not realizing that Rosalie O’Brien, counsel to the committee, 
would not be able to attend today’s meeting. 
 
Professor Feeney reported that at one point he had talked with Dick Manke, vice president, 
Securian Retirement, about footnoting the word “guarantee” wherever it arose in connection with 
the GA and GAL to make it clear to participants that the guarantee is solely backed by the 
financial strength of Minnesota Life; however, Ms. O’Brien had noted, in Professor Frank’s 
absence, that this might not adequately address his concern.  He went on to say that as he 
understand it both Ms. O’Brien and Professor Whitman believe the use of the term “guarantee” 
implies an external guarantor.  Despite the fact that this verbiage is industry jargon, there 
remains a concern that participants are being misled. 
 
Professor Frank stated his concern with this issue first arose when the financial crisis hit a few 
years ago, and he did not know what the legal status of the money in the GA and GAL was.  He 
added that he also wondered what kind of credit risk plan members were taking on, and found 
this information very difficult to find. 



 
Mr. Suedbeck interjected and informed the committee that fairly recently Minnesota Life (not 
Securian, the parent company) was downgraded (but with a stable outlook) by S&P from a AA- 
rating to A+ rating.  He also added that Securian was very forthright about sharing this 
information with the University in a timely manner.  Mr. Suedbeck stated that Securian 
explained that the reason for the downgrade was because Minnesota Life built up its equity 
position, which meant it had a lower return on equity, and, as a result, it was downgraded 
because it had a bloated equity position.  Minnesota Life remains strongly rated compared to its 
peers.  Having said all that, Mr. Suedbeck stated that, in his opinion, the term “guarantee” is 
misleading for participants and it implies a false sense of security. 
 
According to Dr. Feeney, Ms. O’Brien at one point proposed removing the term “guarantee” 
altogether from any of the literature that is disseminated to University participants as well as 
from the University’s website.  Professor Frank stated that he would like to see a citation on the 
Employee Benefits’ website about the legal status of the monies held in the GA and GAL.  He 
added that the use of the word “guarantee” would be fine as long as it had an asterisk after it 
explaining what it really means.  Members agreed that the term “guarantee” and its meaning 
really needs to made more prominent. 
 
Looking ahead to next year’s agenda, Professor Feeney asked whether the committee would be 
interested in discussing the types of risk that are associated with the different fund offerings in 
the FRP, e.g., rising interest rates means a is risk for bond funds.  Providing this information to 
participants would help less investment-savvy participants to understand the risks associated 
with different investment choices.  Professor Frank stated that providing participants with the 
legal status of money they have invested will also benefit both less investment-savvy investors as 
well as sophisticated investors who simply have not been paying attention.  Professor Feeney 
requested Shonna Schroeder send the committee a copy of the annual letter that is sent to FRP 
participants that clarifies the “guarantee” verbiage to make sure it is adequate.  Professor Feeney 
also suggested that the letter may want to contain a sentence or two that says something to the 
effect that for people’s assurance, the mutual fund options offered under the FRP are not subject 
to the credit risk of Securian or Minnesota Life, or, in other words, vendor investments are not a 
problem with actual ownership. 
 
Professor Feeney stated that now that the committee has had time to talk through some possible 
workable solutions related to this issue that he would propose that a subset of the committee 
meet in July to discuss what changes Securian should be asked to make related to the use of the 
word “guarantee” in connection with the GA and GAL.  
 
In response to a question about the guarantee verbiage, Professor Feeney explained that it is 
Securian’s position that this terminology is standard industry jargon.  He then requested that 
Renee Dempsey, Senate staff, arrange for a laptop at the first meeting of the 2011 – 2012 
academic year so that the committee can review the various websites (University and Securian) 
where this verbiage appears as well as other plan-related information. 
 
VI).  Prior to adjourning the meeting, Professor Cardwell on behalf of committee thanked 
Professor Feeney for chairing the Retirement Subcommittee this past year.  Members applauded.  



Professor Feeney stated that he enjoys serving on a committee where members are engaged.  He 
thanked members for their participation and wished them a great and safe summer. 
 
Hearing no further business, Professor Feeney adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 


