
SCFA RETIREMENT SUBCOMMITTEE 
MINUTES OF MEETING 
MAY 5, 2008 
 
[In these minutes:  Default Fund, FRP Investment Performance, Full Fee Disclosure Analysis 
Letter, April 7, 2008 Discussion Wrap-Up, Socially Responsible Investment Subcommittee 
Presentation] 
 
[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:  Michael Murphy, chair, Nancy Fulton, Joe Jameson, Barry Melcher, Jackie Singer, 
Chris Suedbeck, Gordon Alexander, Daniel Feeney, Richard Goldstein, Kathryn Hanna, Dian 
Lopez, Burt Sundquist 
 
REGRETS:  Kathleen Hansen 
 
ABSENT:  Gavin Watt 
 
OTHERS ATTENDING:  Rosalie OÕBrien, counsel to the committee; Andy Hill; Harvey 
Keynes; Shonna Schroeder 
 
GUESTS:  Riv-Ellen Prell, chair, Socially Responsible Investment Subcommittee, a 
subcommittee of the Social Concerns Committee 
 
I).  Professor Murphy called the meeting to order. 
 
II).  Chris Suedbeck reported on a meeting of the Retirement Plan Fiduciary Advisory 
Committee (RPFAC) where the University's Faculty Retirement Plan (FRP) default fund was 
discussed.  Currently, the default fund for the FRP is a money market fund.  After a thorough 
review of possible default fund options by the RPFAC, the selection was narrowed down to two 
funds, a balanced fund and an allocation/lifestyle fund. 
 
The RPFAC came to the conclusion that the lifestyle fund would be the more appropriate option.  
The two current lifestyle fund offerings in the FRP (Vanguard and Fidelity) were reviewed in 
terms of performance and fees.  The Vanguard fund was chosen essentially because it had lower 
fees.   
 
Mr. Suedbeck asked members if they had any questions or comments regarding this 
recommendation before a formal recommendation is brought to the administration. 
 
A member asked why the General Account or the General Account Limited are not considered as 
options for the default fund.  Rosalie O'Brien, counsel to the committee, noted that the guidelines 



issued by the Department of Labor do not consider a fixed income type account to be a best 
practice in terms of a default fund, and the General Account is a fixed income fund. 
 
What will be the mechanism for allocating money into the lifestyle fund asked a member?  Mr. 
Suedbeck stated that age will be the mechanism for allocating funds into this account, and these 
allocations in stocks and bonds will change as the participant ages. 
 
A member asked whether the estimated age of retirement for the lifestyle fund would be based 
on the average age of retirement for University faculty.  No, stated Mr. Suedbeck, it will be 
based on federal guidelines.  Ms. Singer stated that the Vanguard target retirement date funds are 
set up based on a recommended retirement age within each fund, and so each fund's guidelines 
will be used.  Mr. Suedbeck added that generally Vanguard's target retirement dates are lower 
than when the average FRP participant retires, which should give FRP plans comfort given that it 
is a more conservative allocation approach.  Professor Murphy noted, after all, that the 
committee is talking about the default fund, so plan participants can always elect different 
retirement funds. 
 
How quickly can the new default fund be implemented asked a member?  Ms. Singer stated that 
she will need to talk with Securian about this, but hopefully it can be implemented by fall 2008. 
 
The committee voted unanimously to support the recommendation from the RPFAC that 
Vanguard lifestyle funds replace the current FRP default option, a money market fund. 
 
III).  Two handouts on the investment performance of the FRP were distributed to members.  The 
FRP funds are doing well, noted Ms. Singer, with the exception of the Vanguard FTSE Social 
Index Fund.   
 
A member voiced concern over the performance of the Global Equity Fund and the Vanguard 
and TIAA CREF growth accounts.  Ms. Singer stated that while the short-term performance may 
be down slightly, the long-term performance is still quite good.  She added that typically lower 
performance during a quarter or over the course of a year is not a huge concern, but when the 
performance over the 5 year and 10 year period are poor, this would be concerning.  Performance 
fluctuations are to be expected. 
 
IV).  Next, Ms. Singer distributed copies of a draft Full Fee Disclosure Analysis letter that will 
be sent out to FRP participants.  Analysis results will also be presented to the Retirement Plan 
Fiduciary Advisory Committee (RPFAC) for their input.  Ms. Singer walked members through 
the letter.  She noted that Securian gets a majority of the FRP revenue from the University of 
Minnesota.  
 
When comparing last year's analysis with this year's analysis there are a few items worth noting: 

• Securian's fees have increased to 45 basis points.  This number, however, is only 2 basis 
points off the overall average.  In Ms. Singer's opinion, the University is getting a good 
value for its money. 

• Vanguard's basis points continue to be low, and dropped a basis point over last year. 
• TIAA-CREF dropped a basis point over last year. 



• DWS Scudder's basis points increased, but this is a function of the foreign markets it 
specializes in. 

 
A member commented that if the revenue sharing part of the chart is what the other vendors pay 
to Securian, why is the total a negative number?  Ms. Singer agreed that this is odd, and will look 
into it further.  To the best of Ms. Singer's recollection, the reason this number is negative is 
because Securian gives back to plan participants some of the revenue sharing money it collects. 
 
Why doesn't DWS Scudder pay any fees to Securian asked a member?  Ms. Singer stated that 
Securian does not have any DWS Scudder funds on their platform; Scudder runs all of their own 
funds. 
 
Professor Murphy noted that as part of its due diligence the committee will continue to monitor 
vendor fees. 
 
V).  Professor Murphy solicited member's questions or comments regarding Securian's 
presentation at the April 7th meeting.  Members' comments and questions included: 

• A member voiced satisfaction with Securian's performance and the overall health of the 
company.  Specifically, as it relates to the guaranteed annuity, it was noted that Securian 
appears to have sufficient assets to cover its liabilities. 

• Besides hearing from Securian on an annual basis, committee members need to 
constantly monitor the ratings coming out of the various rating agencies.  These agencies 
are in a much better position to judge the financial stability of Securian than members of 
this committee. 

• A member expressed concern over Securian's credit ratings.  These rating dipped slightly 
a few years back, and despite reassurances from Securian that they would bounce back, 
they have not. 

• Securian seems to be heavily invested in 'financials', which is somewhat disconcerting 
given the market. 

• Why are the University's assets in the General Account commingled with Securian's 
assets?  Can the University have a separate account?  Ms. Singer stated that this is the 
nature of the General Account product. 

• Who is Securian's auditor?  Ms. Singer was uncertain, but stated that this information can 
easily be obtained from Securian. 

 
Professor Murphy noted that Securian's written responses to the committee's questions would be 
included in the committee's April minutes. 
 
VI).  Professor Murphy introduced the next agenda item, a presentation from the chair of the 
Socially Responsible Investment (SRI) Subcommittee (a subcommittee of the Social Concerns 
Committee), Professor Riv-Ellen Prell.   Highlights from Professor Prell's presentation include: 

• The mission of the SRI Subcommittee, a subcommittee of the Social Concerns 
Committee, is to investigate the availability of SRI funds for possible inclusion into the 
Faculty Retirement Plan (FRP).  And, in addition, to educate University employees about 
SRI funds. 



• In conversations with Professor Murphy, the SRI Subcommittee became aware of the 
Retirement Subcommittee's concern over a proliferation of funds being offered in the 
FRP, and, also, whether or not plan participants wanted more socially responsible 
investment options. 

• During the course of this academic year, the SRI Subcommittee uncovered: 
o There are inadequate SRI options in the FRP. 
o SRI funds can be both good and ethical investments. 
o There is demand on the part of faculty and P&A for SRI options. 

• The SRI Subcommittee encourages the Retirement Subcommittee to begin the process of 
adding new SRI options to the FRP line-up. 

• Socially responsible investing is an investment strategy that seeks to maximum financial 
returns while recognizing social returns. 

• SRI investment strategies include: 
o Passive investing, which passively seeks to avoid harm.  Portfolio managers using 

a passive investment strategy do not seek to outperform the benchmark index.  
The University's current SRI fund, the Vanguard FTSE Social Index Fund, is a 
passive fund. 

o Active investing, on the other hand, is an investment strategy where the portfolio 
manager makes specific investments with the goal of outperforming a benchmark 
index. 

• Currently, the only way University employees can invest in the Vanguard FTSE Social 
Index Fund is through the Optional Retirement Plan (ORP). 

• Given the University's decision to stop all future contributions to TIAA-CREF, faculty 
and staff can no longer contribute to the TIAA-CREF Social Choice Account, which 
actually has performed better than the Vanguard FTSE Social Index Fund. 

• Morningstar only gives the Vanguard FTSE Social Index Fund a single star and rates its 
risk as above average and return as either low or below average. 

• The SRI Subcommittee conducted a brief survey to gauge the interest of whether faculty 
and P&A staff would like additional SRI options available at the University.  This was an 
on-line survey from April 15, 2008 – April 30, 2008.  There were 1,613 responses out of 
approximately 8,000 – 9,000 employees who were asked to complete the survey; at a bare 
minimum the survey response rate was 17.3%, which is considered a reasonable response 
rate given what University on-line surveys usually return. 

• Ninety three percent of survey respondents indicated that they would be interested in 
investing in a socially responsible fund if it were available and demonstrated excellent 
performance, and 6.4% indicated they would not be interested in investing in such a fund. 

• Recommendations from the SRI Subcommittee to the SCFA Retirement Subcommittee 
are: 

o Recognize the limitations of the current option. 
o Investigate additional SRI options for all University employees. 
o Determine appropriate benchmarks for performance and social responsibility 

screens. 
o Offer best SRI fund options through Securian or add additional vendors. 

 
At the conclusion of her formal presentation, Professor Prell opened up the remainder of the time 
for this agenda item to questions and comments, which included: 



• Is Morningstar basing its rating of the Vanguard FTSE Social Index Fund against other 
socially responsible funds, or are they looking at a broader class of funds?  Professor 
Prell admitted not knowing, but could find out and get back to the committee with this 
information.  She pointed out, however, that the SRI Subcommittee is not recommending 
any particular fund(s), but rather the Subcommittee is requesting a process be undertaken 
to investigate offering additional fund(s).   While Morningstar does rate the Calvert and 
PAX funds significantly higher, the Subcommittee is not recommending these funds, but 
rather that the process to look at other SRI options needs to begin. 

• It is very important that employees make an informed choice about investing in SRI 
funds and their performance as compared to non-socially responsible investment funds.  
Some employees may very well be willing to forego a higher return so they can sleep 
better, but it is important that they know what they are potentially giving up. 

• Given the large employee population at the University, and varied opinions about what 
constitutes socially responsible investing will, undoubtedly, make establishing screens 
challenging.  How will screening decisions be made?  Professor Prell asked how the 
Retirement Subcommittee decided to offer the Vanguard FTSE Social Index Fund.  
Professor Feeney stated that as the former chair of the Retirement Subcommittee, the 
Retirement Subcommittee needed to make a fairly rapid decision about an alternative 
social fund option in light of the decision to stop future contributions to TIAA-CREF.  
Based on the options offered by the University's current vendors, the Vanguard FTSE 
Social Index Fund was chosen because it was a large-cap, indexed, socially responsible 
fund with low fees.  In terms of adding any funds, the Retirement Subcommittee must act 
in accordance with best fiduciary principles and consider fund fees, etc.  Should the 
Retirement Subcommittee decide to explore additional options, it is in a much better 
position to do so without the time pressures it was under when the Vanguard FTSE Social 
Index Fund was chosen.  Besides the request for a different SRI fund, the Retirement 
Subcommittee receives numerous requests for other investment options, e.g. Roth 403(b).  
A responsibility of the Retirement Subcommittee in conjunction with the Retirement Plan 
Fiduciary Committee is to make sure the University's retirement plan is not paying 
exorbinent fees for the needs of a few, which hurts the overall return of the total plan. 

• What percentage of employees are invested in either the Vanguard FTSE Social Index 
Fund or the TIAA-CREF Social Choice Account?  Ms. Singer stated that as of the end of 
December 2007, there were approximately 1900 accounts for these two plans, which 
represents 1.6% of assets in the FRP plan. 

• What kind of process is the SRI Subcommittee proposing be undertaken in terms of 
adding a SRI fund(s)?  Professor Prell stated that the SRI Subcommittee encourages the 
SCFA Retirement Subcommittee to look into offering alternative SRI option(s), and 
make a commitment to the process of doing so.  She recommended that this be a joint 
effort between the SRI Subcommittee and the Retirement Subcommittee, as each will 
bring different points of view to the discussion.  

 
The committee unanimously passed a motion acknowledging the SRI Subcommittee's request for 
an alternative SRI fund(s), and that the Retirement Subcommittee would undertake due diligence 
and conduct a thorough investigation around the feasibility of this request, the cost, etc.  
 
Professor Murphy asked members interested in working on this request to contact him. 



 
VII).  Hearing no further business, Professor Murphy adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
 


