
SCFA RETIREMENT SUBCOMMITTEE 
MINUTES OF MEETING 
NOVEMBER 12, 2012 
 
[In these minutes:  American Funds, Target Date Funds Discussion Continued, Faculty 
Retirement Plan Investment Performance for Period-Ending September 30, 2012] 
 
[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, Andrea Backes, Nancy Fulton, Joe Jameson, Barry Melcher, 
Chris Suedbeck, Murray Frank, Harvey Keynes, Andrew Whitman, Vernon Cardwell, Vernon 
Eidman 
 
REGRETS:  Wendy Berkowitz, James Cotter, Kathryn Hanna 
 
ABSENT: Thomas Schenk, Jackie Singer 
 
OTHERS ATTENDING:  Rosalie O’Brien, counsel to the committee 
 
I).  Professor Feeney called the meeting to order and welcomed those present. 
 
II).  Members unanimously approved the October 1, 2012 minutes. 
 
III).  Professor Feeney introduced the first agenda item, fund performance for the American 
Funds, which were recently made available under the Optional Retirement Plan and Section 457 
Deferred Compensation Plan.  A handout, prepared by Securian, was distributed to members to 
supplement the discussion. 
 
Professor Feeney reported having recently asked Dick Manke, vice president, Securian 
Retirement, whether he could identify any factor that would make one of the American Funds 
preferable to one of the funds currently in the Faculty Retirement Plan (FRP) fund line-up.  
According to Professor Feeney, Mr. Manke could see no compelling reason to make any change, 
but left the final decision up to the University.  Professor Feeney stated that he will ask Mr. 
Manke about the loads on the American Funds and report back what he learns to the committee. 
 
Professor Keynes took a couple minutes to share his experience with and opinion on the 
American Funds.  He suggested that this committee and the Retirement Plan Fiduciary Advisory 
Committee (RPFAC) look into adding the American Funds: Capital World Bond Fund to the 
FRP rather than the international bond fund the RPFAC proposed last spring.  In Professor 
Keynes opinion, the Capital World Bond Fund is a comprehensive world fund.   Professor 
Feeney duly noted Professor Keynes suggestion. 
 



Professor Frank asked for clarification on the process for adding funds to the plans.  He stated 
that he was under the impression that the Retirement Subcommittee was responsible for vetting 
new funds before they were added to the plans.  Professor Feeney stated that the committee 
oversees and makes recommendations to University administration with respect to the funds 
offered in the FRP, but that participants in the optional plans have access to the entire range of 
funds offered by the vendors chosen by the University.  Mr. Melcher reminded members that the 
philosophy behind the optional retirement plans has historically been that this is employees’ 
money and not University money; therefore, the institution has taken a more hands-off approach 
and only approved the fund companies as opposed to specific offerings. 
 
Is it clear on the website, asked Professor Frank, that the committee does not vet the funds in the 
457 and 403(b) plans?  Dr. Feeney stated that he did not know offhand, but that he would check.  
Professor Frank stated that the process for adding funds to the 401(a), 403(b) and 457 plans and 
the role the Retirement Subcommittee plays in this process should be more clearly outlined on 
the University website. 
 
Mr. Suedbeck stated that he recently attended a Big 10 CIO conference, and the trend is that 
more and more schools have implemented or are at looking at implementing a tiered plan 
structure similar to what Ms. Singer proposed last year.  Professor Feeney asked which peer 
institutions are moving in this direction.  Mr. Suedbeck stated that Purdue University, Indiana 
University, Penn State, and Michigan State have all implemented a tiered plan approach. 
 
Professor Keynes asked about whether the schools that have moved to a tiered plan approach 
have target date funds as their default fund.  Yes, stated Mr. Suedbeck.  He noted that even 
schools that are not subject to ERISA follow ERISA best practice guidelines.  Professor Feeney 
suggested putting this topic on the December 3 agenda for further discussion and requested Ms. 
Dempsey follow-up with Mr. Suedbeck to get the information on what the other Big 10 schools’ 
are offering so this information can be compared and contrasted with the University’s plans.  
 
In response to an earlier comment, Professor Frank stated that he still feels strongly that the 
University should provide a more serious advice-giving tool to help plan participants plan for 
retirement, e.g., Financial Engines.  Such a tool would give people credible, and reasonable 
advice.  Professor Feeney stated that Securian, Vanguard and Fidelity all have financial advisers 
that plan participants can talk to.  Mr. Suedbeck questioned whether most plan participants 
would even use these tools if they were offered.  Professor Frank and other members stated that 
finding a credible financial planner is not easy.  Nancy Fulton suggested the University consider 
going out to bid for a financial planner.  Professor Feeney recalled a discussion a few years back 
where the request was made for a slate of University-vetted vendors that would provide 
investment advice to plan participants, but this raises a big liability issue for the institution.  He 
added that plan participants can always go to fee-for-service planners for investment advice. 
 
Professor Whitman requested that the pre-retirement sessions offered through Employee Benefits 
be a future agenda item.  Employees who attend these sessions frequently cannot get their 
questions answered and are told to go to a financial planner.  In addition, Securian refers 
University employees to North Star Resource Group for financial planning advice.  Professor 
Whitman said that the University should have an office that can answer questions that come up 



in the pre-retirement sessions without referring employees to a third party outside the institution.  
Mr. Melcher stated that a number of the questions that arise at the pre-retirement sessions are 
very specific, e.g., “how will this affect my taxes?”  The University simply cannot give tax or 
investment advice.  Professor Feeney agreed to put this item on the December 3rd agenda. 
 
IV).  Next, the committee continued its discussion from last month about target date funds.  
Professor Feeney reported having spoken with Mr. Manke who recently returned from a 
conference where target date funds were discussed.  Based on the committee’s previous 
discussions regarding target date funds and information gleaned from Mr. Manke, it is clear that 
target date funds cannot be benchmarked but rather only compared.  Mr. Manke agreed to 
harvest information on the major target date funds for comparison purposes for the committee.  
Professor Feeney recalled last month’s discussion about the broad range of investment 
philosophies that the different target date fund managers use.  After receiving the information 
from Mr. Manke, the committee may want to think about using it to develop its own methods of 
comparison. 
 
Professor Keynes stated that target date funds do put out benchmark information although not on 
a consistent basis.  He shared a T. Rowe Price example with members.  T. Rowe Price is using 
Lipper Mixed-Asset Target 2020, 2030, 2040 as its benchmark, stated Professor Keynes, and 
then posed the question of whether the University should use the same benchmark.  He stated, 
however, what concerns him is that frequently benchmarks are chosen in order to make the fund 
it is being compared against look favorable.  Professor Keynes said that the committee should 
find out what benchmarks the various funds are using and explore why one benchmark is being 
used in lieu of another, and that since an increasing number of plan participants are defaulting 
into or choosing the target date funds, it is more important than ever for the University to identify 
reasonable benchmarks.  Mr. Melcher stated that for the target date funds, a lot of it comes down 
to the glide path vendors are using.   
 
Professor Frank stated that he really would like to see volatility measures because risk and return 
are related, and to look at the average returns without any volatility measures is pointless.  
Professor Frank requested Professor Feeney ask Securian to include standard deviation 
information.  Mr. Melcher stated that this information might be on Securian’s website, but that 
he would check and report back.  Professor Keynes endorsed Professor Frank’s request for 
volatility measures and cited a couple examples to demonstrate why these measures are 
important.  He noted that one-year averages can be very volatile. 
 
Professor Feeney asked Mr. Melcher how many retirees are significantly annuitizing their 
University retirement account(s).  According to Mr. Melcher, he has seen very little 
annuitization.  
 
V).  The committee spent the remainder of the meeting reviewing and discussing the FRP 
investment performance for period-ending September 30, 2012.  Professor Feeney turned to Mr. 
Suedbeck for his comments.  Mr. Suedbeck reported that he reviewed the performance 
benchmarks that are being used to make sure they are appropriate.  He noted that a couple 
benchmarks have been changed, but he did not have this information with him to share.  
Professor Keynes speculated that the Vanguard Total Stock Market Index benchmark may have 



changed given the huge performance variations between the index and the benchmark.  He also 
stated that the Fidelity OTC Portfolio must continue to be monitored because it is significantly 
underperforming.  This investment option should be discussed at the next RPFAC meeting. 
 
Professor Feeney stated that it is his understanding that the Civil Service and P&A seats on the 
RPFAC have been filled and asked Mr. Suedbeck to confirm this.  Mr. Suedbeck stated that he 
believes this assumption is correct but that he would need to confirm with Chief Investment 
Officer Stuart Mason who has been working on filling these seats.  Mr. Melcher reported that he 
agreed to be the Civil Service representative, and asked when the next RPFAC meeting is 
scheduled for.  Mr. Suedbeck stated that the next RPFAC meeting is scheduled for mid-
December sometime.  Professor Feeney requested that Mr. Suedbeck make sure a meeting notice 
is sent out soon so members can get it on their calendars. 
 
Professor Feeney commented that in looking at the target date funds on the FRP investment 
performance report for period-ending September 30, 2012 that the funds with the longer horizons 
are doing better than those with shorter horizons. 
 
Professor Keynes noted that the CREF Bond Account (frozen) is also way underperforming its 
benchmark.  Mr. Melcher stated that the CREF Bond Account should really not be benchmarked 
against a high-yield benchmark. 
 
In closing, Professor Feeney asked Mr. Suedbeck to check on the benchmarks that are changing 
and be prepared to share this information at the next meeting, and also asked him to make sure 
Mr. Mason sends out the RPFAC meeting notice to members.  Professor Feeney stated that one 
of the agenda items for the December RPFAC committee meeting is to do due diligence on the 
international bond and managed small cap funds that are being added to the plan. 
 
Professor Feeney asked members if they had any ideas/suggestions for future agenda items.  He 
added that Mr. Suedbeck would be pulling together the information from the conference he 
attended on what other schools are doing with their retirement plans, which will be on the agenda 
for the December 3 meeting.  Another agenda item for the December 3 meeting will be to have a 
discussion on what options are available to help people manage their retirement account(s).   
 
Professor Cardwell stated that he had spoken with the spouse of a deceased faculty member who 
had funds of her own and wanted to roll these funds into the Securian funds offered through the 
FRP, but was told this was not permissible.  He suggested having this on the upcoming agenda to 
talk about whether this could be changed.  Professor Feeney asked Ms. Dempsey to put this on 
the December 3 agenda for further discussion. 
 
VI).  Hearing no further business, Professor Feeney adjourned the meeting. 
 
        Renee Dempsey 
        University Senate  
 
 
 



 
 
 
 
 


