
SCFA RETIREMENT SUBCOMMITTEE 
MINUTES OF MEETING 
OCTOBER 5, 2009 
 
[In these minutes:  Roth 403(b) Subcommittee Update, Retirement Planning Education, Socially 
Responsible Investment Fund Update, Faculty Retirement Plan Investment Performance – 2nd 
Quarter 2009, Securian – Financial Strength] 
 
[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:  Murray Frank, chair, Thomas Schenk, Nancy Fulton, Joe Jameson, Barry Melcher, 
Jackie Singer, Chris Suedbeck, Daniel Feeney, Kathryn Hanna, Kathleen Hansen, Harvey 
Keynes, Burt Sundquist 
 
REGRETS: Jane Carlstrom, Jennifred Nellis, and Rosalie O’Brien, counsel to the committee 
 
ABSENT:  Gavin Watt 
 
OTHERS ATTENDING: Shonna Schroeder, retirement programs coordinator 
 
I).  Professor Frank called the meeting to order, welcomed those present, and called for 
introductions. 
 
II).  Professor Frank introduced the first agenda item, an update from the Roth 403(b) 
Subcommittee.  Thomas Schenk reported that the committee met a few times over the course of 
the summer, and decided to focus its efforts on making the case for how a Roth 403(b) option 
could benefit employees at the University.  The committee strategized, and came up with eight 
primary potential benefits for offering a Roth-style plan: 

• Increases tax diversification. 
• Reduces taxes of Social Security benefits. 
• Increases savings for people at the maximum contribution level. 
• Reduces tax consequence when making large withdrawals during retirement. 
• Avoidance of required minimum distribution (hereafter RMD). 
• Advantages for estate planning. 
• Reduces exposure to alternative minimum tax. 
• Enhances planning options for individuals who plan to move to a no income or low 

income tax state upon retirement. 
Mr. Schenk encouraged members to review the handout, which contained the committee’s 
findings, and provide feedback.  While the committee understands the estimated $100,000 to 
implement a Roth 403(b) is cost prohibitive at this time, the goal is to keep this idea alive so 
when the University’s financial situation changes that this proposal will be seriously considered. 
 



A member of the Roth 403(b) Subcommittee stated that an increasing number of institutions of 
higher education are offering a Roth 403(b) option.  Increasingly, this will likely be a 
competitive benefit issue for the University going forward. 
 
A member asked whether it would be possible for the University to partner with other Big 10 
institutions to reduce the implementation cost for offering a Roth 403(b).  Jackie Singer, director, 
Retirement Programs, stated that in order for the University to offer a Roth 403(b) option, 
customized programming of its PeopleSoft system would be required. 
 
Another member of the Roth 403(b) Subcommittee reported researching how offering a Roth 
403(b) could have an impact on RMD (the amount that Traditional, SEP and Simple IRA owners 
and qualified plan participants must begin withdrawing from their retirement accounts when they 
turn age 70.5.  Subsequently, RMD amounts must then be distributed each year).  Accountants 
often advise their clients to avoid RMDs.  Offering a Roth 403(b) can enable individuals to do 
just that.  In addition, offering a Roth 403(b) has estate planning benefits. 
 
Professor Frank asked whether the committee collected any information about the uptake at the 
institutions that offer a Roth 403(b).  No, stated Professor Hanna, the committee did not inquire 
about participation rates.  Ms. Singer stated that the University of Texas reported having low 
Roth 403(b) participation rates (less than 5% participation).   
 
Another member of the Roth 403(b) Subcommittee stated that a Roth 403(b) is a positive benefit, 
but people need to be willing to spend the time to study how it will benefit their particular 
situation.  A significant number of people do not invest the time to plan for their retirement, 
which could be one of the reasons for low Roth 403(b) participation rates.  Ms. Singer added 
that, in her opinion, she thinks this is likely the reason that participation in the University’s 
403(b) plan is low.  This option has over 300 investment choices, which is overwhelming for 
many people.  Currently, participation in the University’s 403(b) plan is at about 25%, which is 
fairly evenly distributed across all employee groups with Bargaining Unit participation slightly 
lower than other groups.  
 
Simply because many people do not plan for retirement is not a good reason for not offering a 
Roth 403(b), stated a member.  Not offering a Roth 403(b) would disadvantage those who are 
proactively planning for their retirement.  Ms. Singer stated that this is not the reason the 
University is not offering a Roth 403(b).  Currently, the University provides a lot of retirement 
education, but most people do not take advantage of this education.  To clarify her earlier 
comment, Ms. Singer stated that she is not saying the University will never offer a Roth 403(b) 
option.  She said that given each individual’s situation is different it is unclear how many people 
would take advantage of a Roth 403(b) offering, and how many people would truly benefit from 
this offering.  The University does not have the budget at this time to implement a Roth 403(b).  
Going forward, however, this is definitely an offering that needs to be kept on the table.  Just 
because offering a Roth 403(b) cannot be quantified in terms of the number of people that would 
participate does not mean it should never be implemented. 
 
A member suggested the University consider holding an event that would focus on educating 
people about the importance of planning for their retirement, similar to similar to ‘Beautiful U 



Day,’ which focuses on beautifying and cleaning up the campus.  A campus-wide event could 
serve to draw awareness to the importance of retirement planning. 
 
After a fair amount of discussion, Professor Frank summarized the sense of the committee, 
which was that there was significant support for offering a Roth-style option when the University 
has the financial resources to do so.  What should the committee do to make sure this issue stays 
on the radar of administration?  A member suggested bringing this item to the Senate for action, 
and, if approved, the administration would need to respond.  In addition to going to the Senate, 
suggested another member, the committee may want to invite Vice President of Human 
Resources Carol Carrier to an upcoming meeting to share and discuss the findings of the Roth 
403(b) Subcommittee. 
 
Mr. Schenk requested members review the draft report that was distributed at the onset of 
today’s meeting, and provide the Roth 403(b) Subcommittee with feedback.  Once feedback has 
been received, the report will be finalized.  A member suggested including a simple definition of 
a Roth 403(b) in the report. 
 
A member inquired whether it would be possible to charge people who are interested in 
participating in a Roth 403(b) a fee in order to generate the $100,000 it would cost to customize 
PeopleSoft.  Ms. Singer stated that this would not be possible.  The University cannot legally 
take money from its retirement plan and give it to the University.  Another member suggested 
the administration use the money it would save by offering a Health Care Savings Plan to fund 
the implementation costs for offering a Roth 403(b), assuming it is adopted by faculty and P&A. 
 
Professor Frank thanked the Roth 403(b) Subcommittee for their work.  He encouraged members 
to review their report, and provide Mr. Schenk with any suggested changes. 
 
III).  The next agenda item, noted Professor Frank, is participant education for retirement 
planning.  He noted that he shared his concern about the lack of retirement planning with Dick 
Manke, vice president, Securian Retirement, who agreed to take the lead in preparing 
information materials.  Professor Frank suggested that there are three basic topics that need to be 
covered initially: 

1. Compound interest. 
2. Tax-deferred savings. 
3. Diversification. 

Professor Frank distributed a handout prepared by Securian that addressed compounding.  He 
noted that, in his opinion, the Securian document needed to be simplified if people were going to 
actually read it.  He then turned members’ attention to a document he prepared, which 
clarified/simplified the information piece created by Securian.  Professor Frank stated that he 
shared his example with Mr. Manke, who came back with yet another version. 
 
Professor Frank facilitated a discussion on the possible reasons why people choose not to plan 
for their retirement, and asked members for their ideas on how to reach out to people who have 
not been paying attention to retirement planning.  Ideas that were generated included: 

• Earmark a day or hold an event to drawn attention to the importance of retirement 
planning. 



• Encourage people to plan for retirement, and remind those who have put off doing so that 
it is never too late to start. 

• Emphasize the tax advantages of contributing to a voluntary retirement plan, e.g., reduces 
current taxable income. 

 
In light of time, Professor Frank encouraged members to continue thinking about this issue, 
which would be put on the November 2nd agenda for further discussion. 
 
IV).  Chris Suedbeck, director of investments, Office of Investments and Banking, announced 
that the PAX World Balanced Fund would be added to the Faculty Retirement Plan (hereafter 
FRP) effective December 1, 2009. 
 
 Ms. Singer turned members’ attention to the letter that will be sent to all FRP participants 
announcing this investment fund change.  She noted that the Vanguard FTSE Social Index Fund 
in the FRP will be frozen to new contributions.  The PAX World Balanced Institutional Class 
Fund will be added to the FRP (pre-1989 portion), and the Investor Class Fund will be added to 
the Fidelity platform in the pre-1989 FRP, Optional, 457 and 415(m) plans.  Employee Benefits 
is working on a comprehensive communication plan for sharing this information with 
employees. 
 
V).  Professor Frank called on Ms. Singer to report on the FRP investment performance for 
period-ending June 30, 2009.  Before speaking to the second quarter returns, Ms. Singer directed 
members to a handout that breaks out assets by vendor.   
 
Next, she shared information on the 2007 and 2008 Retirement Plan Statement of Accounting 
Standards (hereafter SAS) 70 report.  This is a report that financial organizations routinely obtain 
from external auditors regarding their financial system’s controls and operating effectiveness.  
For 2007 and 2008, all the University’s vendors, with the exception of TIAA-CREF in 2007, 
received unqualified opinions.  In response to TIAA-CREF’s 2007 qualified opinion, they 
reported not having their controls effectively in place until November 1, 2007. 
 
In terms of FRP investment performance for second quarter 2009, with the exception of the 
Vanguard FTSE Social Index fund, funds that had previously been on the University’s watch list 
have seen a marked improvement in their performance.  Funds previously on the watch list will 
continue to be monitored.   
 
In response to a question about which funds were on the watch list, Mr. Suedbeck stated that 
many of these funds were fixed-income funds.   
 
VI).  Professor Frank called on Mr. Suedbeck to report on the on-going efforts of the Office of 
Investments and Banking to monitor the financial strength of Securian.  Mr. Suedbeck shared 
with the committee confidential information provided by Securian that addressed the financial 
strength of the Securian Financial Group, the parent company, and Minnesota Life’s General 
Account.  He reviewed the information with the committee.  Mr. Suedbeck stated that the Office 
of Investments and Banking will continue to monitor Securian’s financial strength on an on-
going basis to verify that they are performing as the University would expect. 



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


