
SCFA Retirement Subcommittee 
February 4, 2019 
Minutes of the Meeting 
  
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 represents the views of, 
nor are they binding on, the Senate, the Administration or the Board of Regents. 
  
[In these minutes : Fund Line-Up Design Overview; General Account and General Account 
Limited Update; No Deductions from Faculty and P&A Employee’s Last Paycheck Following 
their Last Date of Service; Recognition of Rosalie O’Brien] 
  
PRESENT : Murray Frank, chair, Paul Bolstad, Roland Guyotte, Merrie Kaas, Myles Shaver, 
Thomas Shier, Kalan Davis, Anne Ehrenberg, Carol Rachac, Ray Muno, William Seefert, 
William Donohue, Kenneth Horstman, Krisann McMahon, Andrew Parks 
  
REGRETS : Maria Juliana Fitzgerald 
  
OTHERS ATTENDING : Rosalie O’Brien, counsel to the committee, Office of the General 
Counsel; Josh Anderson, Communications - Office of Human Resources; Nora Hayes, interim 
director, Communications - Office of Human Resources 
 
1. Fund line-up design : Professor Frank, chair, Retirement Subcommittee, called on Andrew 
Parks, senior director of investment strategy and research, Office of Investments and Banking, to 
provide a fund line-up design overview. 
 
Mr. Parks began by reporting that at the last Retirement Plan Governance Committee (RPGC) 
meeting a decision was made to retain JPMorgan SmartRetirement Passive Blend Fund as the 
target date fund provider going forward. Before going into detail about this fund, he reminded 
members about the new retirement plan structure that will be put in place in the not too distant 
future. The rationale behind this new structure is to offer a fund line-up that can be tailored to the 
different needs of participants. For example, tier 1 is for the ‘do it for me’ participant (target date 
funds), tier 2 is for the ‘help me do it’ participant (a group of core funds), and tier 3 is for the ‘let 
me do it’ participant (an open brokerage window). He added that it is important to note that the 
three-tiered plan design is not mutually exclusive, which means that participants can invest in all 
three tiers if they so choose. 
 
Since target date funds became the default fund starting in 2008, there has been a significant 
uptake in their usage, said Mr. Parks. Currently, participants have invested approximately $350 
million, which represents about 10% - 12% of the total assets in the retirement plan. In terms of 
new money going into the plan, 28% of assets are being invested in the target date funds and for 
new contributing enrollees (new employees), 76% are investing in the target date funds. Mr. 
Parks went on to provide additional target date fund usage statistics based on age. In light of the 
University’s experience and industry trends, it seems fairly likely the usage of target date funds 
will continue to rise. Target date funds have become quite popular in part due to the concept of a 

1 



glidepath, which means as participants age, the fund automatically rebalances and also de-risks 
as people get closer to retirement. 
 
Mr. Parks proceeded to talk about considerations that were used by the RPGC for selecting a 
target date fund provider. The committee used seven criteria, which included organizational 
strength and leadership, caliber of the portfolio management team, glidepath design and strategy, 
asset allocation toolkit, past performance quality, suitability and alignment with the University’s 
current line-up, and, of course, fees. 
 
Next, Mr. Parks provided an overview of the three target date fund vendor finalists, 1) Vanguard, 
2) State Street, and 3) J.P. Morgan, the key differences between them, and deciding factors for 
choosing J.P. Morgan.  
 
Professor Shier asked if the RPGC gave any consideration to ethical and environmental 
investment options throughout its decision-making process. Mr. Parks noted that Vanguard, State 
Street, and J.P. Morgan have all signed on to the U.N. Principles of Responsible Investment 
(PRI), and all are engaged in the issue of environmental, social and governance (esg) investing. 
Currently, the University has an esg fund in its line-up, but it is poorly utilized. This presents the 
question whether it is because participants are not interested in esg investing, or because the esg 
fund has not performed very well--or both. The RPGC decided to offer two esg options in tier 2 
of the new fund line-up (a stock option and a bond option) to give people who want to invest in 
esg funds the core building blocks to do so. 
 
Professor Shaver asked whether the higher fees for J.P. Morgan target date funds are a function 
of how many assets they are managing. Mr. Parks said the main reason J.P. Morgan’s fees are 
higher is because they use active management.  
 
Professor Shaver wondered if the University plans to communicate the J.P. Morgan strategy for 
different risk profiles for younger versus older investors. While investors each have their own 
preferences, younger investors are in a better position to take more risks. Mr. Horstman said the 
communication plan is still being developed.  
 
Will a participant who is currently invested in a Vanguard target date fund, for example, be 
automatically transferred into the new target date fund, asked Mr. Muno. Mr. Parks said all 
participants will be given the option to decide where to invest their current funds once the 
three-tiered structure is implemented. For individuals who do not decide, their current 
investments will be automatically mapped into whatever the RPGC has determined to be the 
closest alternative. The only exception will be for those invested in the current esg fund, which is 
currently a balanced fund. The RPGC decided to move the esg (at the same proportion as stocks 
and bonds) into the two esg-related funds so they maintain both the esg exposure and asset 
allocation exposure. 
 
Will participants have the option to stay in the funds they are currently invested in, asked Mr. 
Donahue? For participants who want to retain an investment that will no longer be offered going 
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forward, the only way they will be able to do that is through the open brokerage window (tier 3), 
which could potentially increase the fees they pay. 
 
2. General Account and General Account Limited update: Next, Ken Horstman, senior 
director, Total Compensation, Office of Human Resources (OHR), talked about issues related to 
the transition from the Securian to Fidelity platform, particularly the General Account and 
General Account Limited funds. The biggest issue yet to be to resolved is an administrative one 
pertaining to withdrawing money from these accounts. Currently, Securian uses a protocol called 
generational equity. Given the unique nature of these investments, replicating how Securian 
handles these transactions is fairly complicated. As a result, last fall, Fidelity did some testing on 
what they could do on their platform to reproduce these transactions. This testing led to 
discussions about possible alternatives that could accomplish the same results. The two realistic 
options that came out of these discussions were: 1) equity wash (an industry standard whereby if 
a participant withdraws funds they have to wait a specified period of time before they can 
reinvest), and 2) a dual recordkeeper relationship (but the University did not feel this option met 
the commitment of the RFP, etc.). That said, the decision was made to use the generational 
equity protocol. Naturally, there is a cost associated with using this protocol, which the 
University is currently in the process of negotiating. In addition to the extra cost, this transition 
will also require more time; therefore, the go live date will no longer be October 1. Until all these 
transition details are finalized, said Mr. Horstman, Fidelity will not engage in a discovery 
meeting, and something the University would not be interested in doing either.  
 
Upon conclusion of this update, Mr. Horstman opened the floor for questions and comments, 
which included: 
 

● What is the likely implementation date for the project? Mr. Horstman said he projects it 
will likely be some time in 2020, but cannot say for sure. This is an incredibly complex 
project, and  the worse thing to do would be to implement the new structure before it is 
ready. 

● To clarify, is the intent to replicate the General Account and General Account Limited 
funds on the Fidelity platform? Yes, said Mr. Horstman, who explained that it is about a 
specific protocol related to moving money in and out of these accounts.  

 
Hearing no further questions, Professor Frank asked Mr. Horstman to speak to the next agenda 
item, no deductions from faculty and P&A employee’s last paycheck that follows their last date 
of service. 
 
3. No deductions from faculty and P&A employee’s last paycheck that follows their last 
date of service: Mr. Horstman began by noting that the Benefits Department has a long history 
of dealing with deductions that start and end at a lot of different times, which can be confusing. 
As a result, over the past couple of years, OHR has been trying to simply these different 
deduction start and end times. 
 
For retirement plan deductions, the decision was made to end retirement plan deductions and 
contributions on an employee’s last paycheck before their termination date, and, additionally, no 
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longer allow deductions on vacation payouts. The announcement about this change was sent out 
in mid December 2018 and was to go into effect in January 2019. Given a number of issues were 
uncovered about the impact this change would have on people about to retire, a decision was 
made to hold off on going forward. In the meantime, OHR is individually working with everyone 
who has had an issue to get it resolved. When this change is eventually implemented, it is 
expected to reduce calls to the OHR call center and alleviate frustrations experienced by 
employees who are leaving the University.  
 
After fielding a couple negligible questions from members, Mr. Horstman concluded his update. 
 
4. Retirement of Rosalie O’Brien, counsel to the committee: Professor Frank took the 
remaining few minutes of the meeting to recognize Rosalie O’Brien, counsel to the committee, 
who will be retiring in March. He noted that she has served as legal counsel to the Retirement 
Subcommittee for many years, and, on behalf of the committee, wished her well. Ms. O’Brien 
thanked Professor Frank and the committee for their well wishes, and reported that her successor 
to the Retirement Subcommittee will be Ruilin Li. 
 
5. Adjournment : Hearing no further business, Professor Frank adjourned the meeting. 
 
Renee Dempsey 
University Senate Office 
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