
SCFA RETIREMENT SUBCOMMITTEE 
MINUTES OF MEETING 
FEBRUARY 2, 2009 
 
[In these minutes:  April meeting with Securian, Fourth Quarter Faculty Retirement Plan 
Investment Returns, Plan Document Restatement Letters, Annual Year-End Letter to Plan 
Participants, Comments on Securian Responses, Breakdown of Distribution of Assets in the 
401(a), 403(b), and 457 Accounts as of September 30, 2008, Vendor for another Annuity 
Product, Securian and TIAA-CREF Credit Ratings, Socially Responsible Fund (SRI) Update, 
Costs for Adding Roth 403(b), Post Retirement Mathematics and Taxes – March 2009 Agenda, 
Post Retirement Health Care Savings Plan Update] 
 
[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, Thomas Schenk, Nancy Fulton, Joe Jameson, Barry Melcher, 
Jackie Singer, Chris Suedbeck, Murray Frank, Kathryn Hanna, Kathleen Hansen, Harvey 
Keynes, Michael Murphy, Jennifred Nellis 
 
REGRETS:  Jane Carlstrom, Gavin Watt, Burt Sundquist, Fred Morrison 
 
OTHERS ATTENDING:  Rosalie O’Brien, counsel to the committee, and Shonna Schroeder, 
retirement programs coordinator 
 
I).  Professor Feeney called the meeting to order and welcomed all those present. 
 
II).  Professor Feeney asked members their thoughts on how to handle the April meeting when 
Securian provides its annual review.  Should the entire meeting be dedicated to the annual review 
or should the meeting include both the annual review and a demo of the financial calculators?  
After a brief discussion, it was agreed that the committee would like Securian to focus on 
substantive changes to their report since their last visit in December when they provided 
financial data through October 2008, and allow time for calculator demonstrations.  Professor 
Feeney agreed to convey this message to Securian. 
 
III).  Professor Feeney thanked Renee Dempsey, Senate staff, for crafting accurate and detailed 
minutes from the December 2008 meeting.  He added that the minutes were sent to Securian to 
review for numerical/technical accuracy.  Members unanimously approved the December 8, 
2008 minutes. 
 
IV).  Jackie Singer, director, Retirement Programs, briefly reviewed the fourth quarter Faculty 
Retirement Plan (FRP) investment returns with the committee.  Generally speaking, noted Ms. 
Singer, FRP investments are performing as expected compared to benchmarks.  Of particular 
note, stated Ms. Singer, is the Vanguard Long-Term Investment Grade Fund, which continues to 
underperform as it was at 9/30/08; likely a function of what is taking place in the bond market.  



Similarly, the bond market is likely impacting the performance of the Fidelity Asset Manager 
fund. 
 
Next, Ms. Singer turned member’s attention to a report comparing the TIAA-CREF funds that 
are no longer available with the new funds that replaced the TIAA-CREF funds.  Ms. Singer 
stated that while a few of the new replacement funds are underperforming their TIAA-CREF 
counterparts, this performance disparity is very slight, especially when compared to the 
annualized performance returns going back 1, 3, 5, and 10 years.  Ms. Singer stated, however, 
that she intends to keep a close eye on the bond accounts.  In addition, she added that the 
Retirement Plan Fiduciary Advisory Committee (RPFAC) will be addressing the performance of 
the Vanguard FTSE Social Index fund at its meeting in March. 
 
V).  Ms. Singer reported that plan document restatement summary letters for the Optional 
Retirement Plan (ORP), the Faculty Retirement Plan (FRP) and 457 Deferred Compensation 
Plan have been completed.  These letters will be sent to participants’ homes.  Copies of these 
letters were distributed to the committee for their information.  
 
VI).  Ms. Singer distributed a draft copy of the annual year-end letter that will be sent to all FRP 
participants.  She noted that in light of the current budget constraints, Employee Benefits has 
been directed, whenever possible, to distribute communication pieces electronically versus hard 
copy.  Professor Feeney asked members their opinions about distributing this letter 
electronically.  While members were supportive of this cost savings measure, they also 
recognized that there is a segment of participants who do not use email regularly or who use a 
variation such as WebTV.  At the suggestion of a member, Ms. Singer agreed to check on 
whether the annual letter could include a link that participants could click on if they wanted the 
document sent to them in hard copy.   Members felt strongly that Employee Benefits needed to 
use a variety of communication approaches to let plan participants know that this letter will be 
distributed electronically.  Communication ideas mentioned included a notice in The Brief, a link 
on the Securian website, a message on participant’s quarterly statements, and a link on myU 
(www.myu.umn.edu).   
 
Following this brief discussion, Professor Feeney asked members whether anyone had objections 
to sending out this correspondence electronically.  Hearing none, Professor Feeney, on behalf of 
the committee, advised Ms. Singer to inform the Employee Benefits’ communications staff to 
distribute the letter electronically. 
 
Ms. Singer added that this letter would be sent out at the end of February.  In the meantime, if 
members have any changes to the letter, they should contact her. 
 
VII).  Professor Feeney solicited members’ comments concerning the answers Securian provided 
to the written questions the Retirement Subcommittee asked following the December 2008 
meeting.  A member remarked that Securian’s stress test assumptions are inadequate, and would 
never receive a passing grade in a MBA course.  It is unclear whether the stress testing they put 
forward speaks to correlated thoughts or uncorrelated thoughts, which makes a significant 
difference.  The member noted further that Securian stated that the equity markets declined by 
38% over a one-year time period and that they had credit losses equaling 17% in the bond 



portfolio, and that it is important to know whether these two occurrences took place at the same 
time or not.  A handout to illustrate why these occurrences matter was distributed to members.  
To conclude, this member noted that the stress testing performed by Securian appears to have 
been less extreme than it had been characterized, and, depending on the exact mix of assets used 
as part of their stress testing, may be inadequate.  He pointed out when Securian states that they 
could absorb an additional 40% decline in aggregate market value and still meet their obligations 
to the University, this may not convey the whole picture because depending on Securian’s mix of 
assets, 2009 may not be that different from 2008.  When one looks at the forecasts for bonds for 
2009, Standard and Poor’s, for example, is expecting, on average, 13.9% of corporate 
speculative grade bonds to default in 2009.  Therefore, it is important to know how Securian’s 
mix of bonds compares.  Another member added that in order to be clear about the Standard & 
Poor’s forecast, speculative grade bonds refer to below market grade bonds, and a vast majority 
of Securian’s portfolio contains investment grade bonds. 
 
Another member noted the significant movement in the bond market in terms of bonds that were 
investment grade, and that are now speculative grade.  It is worth noting that all investment grade 
bonds will not necessarily retain those ratings. 
 
Professor Feeney outlined the options available to the committee: 

• Correspond with Securian again about the level of discomfort that some members of the 
committee are feeling after reviewing Securian’s stress testing assumptions.  These 
concerns could be put in writing and Securian could be asked to respond again. 

• Bring this matter to the Retirement Plan Fiduciary Advisory Committee (RPFAC) 
meeting on March 10th. 

 
A member asked Mr. Suedbeck and Ms. Singer whether plan participants are shifting their 
contributions from equities to fixed income assets.  Mr. Suedbeck stated that the broader market 
is seeing this shift in investment contributions.  Ms. Singer stated that it is important to 
remember that over 1/3 of FRP contributions are in either the General Account or the General 
Account Limited.  Mr. Suedbeck added when Securian states that they could absorb an additional 
40% decline in aggregate market value and still meet their obligations to the University, it is 
important to realize half of this pool of money is comprised of fixed income assets.  While it is 
not impossible, it is difficult to conceive the fixed income markets declining by 40%.  Having 
said this, valid points have been raised today concerning the need to have a better understanding 
of Securian’s unrealized versus realized losses in its portfolio, and the number of securities in the 
portfolio that are below investment grade.  Regular oversight of the Securian portfolio is critical. 
 
A member asked how Securian’s stress test assumptions compare to that of their competitors.  
Should the committee also be requesting TIAA-CREF’s stress testing assumptions and asking 
them to provide information on their ability to meet their financial obligations to the University?  
A member put this suggestion in the form of a motion, which was then seconded.  Rosalie 
O’Brien, counsel to the committee, pointed out that as no standards or benchmarks exist for such 
stress testing, it could be difficult to use this information to compare stress testing across 
companies in a constructive way.  After a brief discussion, the committee unanimously passed a 
motion to request TIAA-CREF to submit documentation on their ability to meet their financial 
obligations to the University on assets that are equivalent to the General Account and General 



Account Limited.  Professor Feeney requested Ms. Singer to draft this correspondence and 
circulate it to the committee for comment/input.  He then asked the committee whether this same 
letter should be sent to Securian despite the fact that the committee has received a fair amount of 
information from Securian already.  Ms. O’Brien suggested the committee send Securian a 
courtesy copy, and leave it up to Securian if they want to provide additional information.  A 
member requested that the letter include a question about what resource(s) are available in the 
market to garner information on industry benchmarks or standards for stress testing. 
 
A member asked if a vendor is unable to meet its financial obligation, what does this really 
mean.  Ms. O’Brien noted that there is a variable that the committee has not taken into account 
when it comes to how far Securian’s asset prices can fall before its GAAP equity is wiped out.  
The component that is being overlooked is the variability in the rate Securian pays on the 
General Account and General Account Limited.  Without specifying their assumptions, Securian 
indicated that they would be able absorb an additional 40% decline in aggregate market value as 
of November 30, 2008.  The question is how long would it take Securian to get to the point of 
being unable to meet their obligations, and the rate of decline would be slower if they were 
paying out their obligations at a lower interest rate.  Ms. Singer noted that Securian has a 
contractual obligation to pay at a rate of no less than 3%.  Assuming a worst case scenario, stated 
a member, and Securian is unable to meet their contractual obligations, would plan participants 
be out all the money they invested?  No, stated Mr. Suedbeck, assuming Securian is unable to 
pay its 3% distribution, and the aggregate market value of their assets declines by 40%, the state 
would come in and take over.  While participants’ assets would not go away per se, it is likely 
they would incur some loss.  To the extent possible, these assets would likely be liquidated.  
Given the fear around fixed income securities today, and the fact that people are moving into 
treasuries, it is possible that these assets could be difficult to sell.  However, most people that 
have found themselves in this position are able to recover a majority of their assets. 
 
Professor Feeney asked the committee if they would like to refer the Securian responses to the 
Retirement Plan Fiduciary Advisory Committee (RPFAC) for further review to see if that group 
wants any additional information from Securian.  A member stated that at the Securian 
presentation last fall, Securian indicated that they would launch a new stress test model in late 
February or March 2009.  The suggestion was made to ask Securian to see this new model.  In 
addition, the suggestion was made to ask Securian for benchmarking data in terms of how they 
compare against their peers as well as ongoing reporting from Securian to look back over time to 
follow trends.  Other areas to monitor are Securian’s unrealized versus realized losses, and the 
percentage of mortgage-backed securities they hold that are guaranteed (agency versus non-
agency collateral). 
 
In terms of comparative benchmarking, noted a member, the committee needs to know what an 
average firm in this industry uses, and what the top performers are using.  Ms. O’Brien noted that 
it is important to remember that life insurance companies are subject to state regulation, which 
means that information is likely to vary from state to state. 
 
A member suggested inviting the RPFAC members to the committee’s April meeting with 
Securian.  In addition, the question was asked whether TIAA-CREF should be invited to the 
committee’s May 4th meeting to provide the same kind of information.  After some discussion, 



the committee agreed that they would ask TIAA-CREF to respond in writing to questions 
regarding its financial health, and, if the committee requires additional information it may invite 
TIAA-CREF to a future meeting. 
 
Thus far, a member noted, Vanguard’s performance has not been mentioned.  This member 
stated that he finds the performance of their Intermediate Term Investment Grade Fund alarming.  
This fund needs closer attention.  Serious consideration needs to be given to whether this fund 
should be offered at all.  Ms. Singer stated that unlike Securian and TIAA-CREF, the Vanguard 
funds must be examined individually because they are SEC mutual funds.  This committee is 
welcome to suggest replacement funds, which will be referred to the RPFAC for further review.  
Ms. Singer added that if members look at the 3, 5, and 10-year returns for this fund, it is actually 
outperforming its benchmarks; it has only been in the last year that it is underperforming.  
Professor Feeney stated that this item would be forwarded to the RPFAC for review. 
 
VIII).  Professor Feeney asked members if they had an opportunity to review the breakdown of 
the distribution of assets in the 401(a), 403(b), and 457 accounts as of September 30, 2008, 
which they should have received via email from Jackie Singer.  He asked Ms. Singer if it would 
be possible to report these figures to the committee on a regular basis.  Ms. Singer stated that this 
would be done. 
 
IX).  Professor Feeney reopened the discussion with the committee concerning whether the 
University should look for another General Account and General Account Limited vendor.  He 
reminded members that when new and transfer contributions were suspended to TIAA-CREF, 
the TIAA-CREF annuity option was no longer available to FRP plan participants.  This left 
participants with only two annuity options, the General Account and the General Account 
Limited, both offered by Securian.  In turn, the University issued a RFP to identify another 
annuity vendor.  Unfortunately, no vendors bid on this RFP.  Having said this, should the 
University explore offering a different product recognizing that it may not pay the same rate of 
return? 
 
A member proposed that benchmarking data from vendors be collected to determine if a 
comparable product is available in the market.  Plan participants should have an alternative 
investment option to the General Account and General Account Limited accounts.   
 
X).  Professor Feeney turned members’ attention to a handout from Securian/Minnesota Life 
comparing the Securian General Account Limited crediting rate and the TIAA-CREF crediting 
rate.  He noted that comparing these crediting rates is somewhat confusing because each of the 
companies uses a different approach for establishing its rates.  The committee was satisfied with 
this information, which raised no red flags. 
 
XI).  Chris Suedbeck provided the committee with a brief update on the RPFAC’s search for a 
socially responsible investment (SRI) fund to replace the current Vanguard FTSE Social Index 
fund.  A preliminary screen has been completed, which uncovered a significant number of very 
small funds.  Two of the larger funds include Calvert Investments and PAX World Mutual 
Funds.  Somewhat surprisingly, Morningstar rates a fair number of the Calvert Investment funds 
as two star.  PAX World, however, does have a four-star rated balanced fund. 



 
In this environment, it is more important than ever that the RPFAC take its time to make sure 
whatever fund is selected is a quality fund.  The next RPFAC meeting is scheduled for March 
10th, noted Mr. Suedbeck. 
 
XII).  Ms. Singer shared with the committee information concerning the cost of being able to 
offer a Roth 403(b) option.  The base programming cost for this project starts at $70,000 - 
$80,000, and this figure does not include project management or implementation costs.  A rough 
estimate for the project is in the $100,000 range.  In this economic environment, the likelihood of 
getting the money to do this project is low. 
 
A member stated that this particular issue is important to him and he does not want the 
committee to lose sight of it.  A lot of people do not realize the importance of protecting one’s 
Social Security payments from taxes.  Ms. Singer stated she in no way meant to table the Roth 
403(b) forever, but, given the budget situation, it will likely need to wait. 
 
A member asked whether PeopleSoft has given any indication when they intend to update their 
software so as to be able to handle a Roth 403(b) transaction.  No, stated Ms. Singer, but the 
University keeps asking and suggesting that they keep it on their priority list. 
 
Professor Feeney asked Tom Schenk and Barry Melcher to bring back information to the next 
meeting about how the current tax law relates to the Roth 403(b).  Mr. Schenk and Mr. Melcher 
agreed to craft scenarios to help members better understand this issue.  Professor Feeney stated 
that the March 2 meeting would be dedicated to discussing post retirement mathematics and 
taxes. 
 
A member rhetorically asked whether the average age at which faculty are retiring is getting 
older.  On a semi-related note, Professor Feeney stated, that in 1990 Professor Steve Scallen 
chaired a Mandatory Retirement Task Force at the University.  Professor Feeney requested 
Renee Dempsey, Senate staff, to find and distribute the task force’s report.  Ms. Singer stated 
that her office tracks this information.  Over the past 7 – 8 years, Employee Benefits has not seen 
a change in retirement age of faculty.  On average, faculty retire at just over 66 years old and 
P&A employees at 50 years old.  Professor Feeney requested Ms. Singer to bring this data to the 
committee in the fall.  
 
XIII).  Professor Kathryn Hanna reported that the Senate Committee on Faculty Affairs (SCFA), 
the Senate Committee on Finance and Planning (SCFP), and the Faculty Consultative Committee 
(FCC) are bringing back a new version of the Health Care Savings Plan (HCSP) to the February 
5 Faculty Senate for information.  Under this new proposal, of the 13% University contribution 
to the FRP, 2% would be redirected into a HCSP.  Ms. Singer added that assuming the Faculty 
Senate approves this proposal, it would then need to be approved by the administration and from 
there go to the Board of Regents for approval because it is a significant change to the current 
contribution structure of the FRP. 
 
XIV).  Hearing no further business, Professor Feeney adjourned the meeting. 
 



        Renee Dempsey 
        University Senate 
 
 
 
 


