
Minutes of the Meeting

of the

College Savings Program Board

Held in the State Treasurer’s Conference Room, Fifth Floor

1 South Pinckney Street
Madison, Wisconsin
August 11, 2008
1:00 p.m.

MEMBERS PRESENT: Darling, Sass, Johnson, Wegenke, Durcan, Cook, Oemichen (by phone)   
MEMBERS ABSENT:  Plale, Rosen, Adamski, Sheehy
OTHERS PRESENT: Megan Perkins and Rich Janosik, EdVest Program; John Lease, Office of State Treasurer, Michael Wolff, DOA ; Jay Risch, Sen. Darling’s office; Andrew Owen, Sarah Henriksen, Shane Martwick, Tom Biwer and Eric Buchholz, Wells Fargo Funds Management; Linda Schlissel, EAI 
I. Call to Order and Roll Call – The meeting was called to order at approximately 1:03 p.m. by Board Chair Darling.  (See above for attendance.)
II. Approval of Agenda – Johnson moved, and Oemichen seconded a motion to approve the agenda as distributed.  Motion passed unanimously by voice vote.       
III. Public Presentations – None
IV. Approval of Minutes for July 9, 2008 Offsite Meeting - Wegenke moved, and Durcan seconded a motion to approve the draft minutes from the July 9, 2008 meeting as distributed with one edit on the top of page 3.  Motion passed unanimously by voice vote.          
V. Administrative Reports

A. Board Chair Comments – Senator Darling commented on the success of the July offsite Board meeting.  She noted that September is College Savings Month, and there is an ice cream social planned for the Capitol to raise awareness.  

B. State Treasurer Comments - Treasurer Sass discussed the State Fair and the outreach that was done during the fair.  She mentioned that she will be doing her county tours again this fall, and the office is partnering with Badger Sports Properties which will be used to increase awareness of the college savings program during football, basketball and hockey games this fall. 

The Treasurer’s office will be being renovated as part of the new building owner’s plans to upgrade the building’s interior.  Sass also reported that she will be putting in a bid next week at this year’s NAST meeting to host the meeting in 2010.  (Sass left the meeting at this point, to join by phone later.)  
C. Program Director Comments - Perkins commented on the Badger Sports Properties partnership that EdVest had reached.  The approach will consist of radio ads, in-person attendance at games, and website advertisement.  The program is also offering to have an EdVest event in legislator’s districts during College Savings Month in September.  Higher Education Day is coming up in early October.  The EdVest brochure is being offered to kindergartens throughout the state in September, and the program is partnering with the website “KnowHow2Go.com” which is targeted at kids to increase college attendance.  A letter just went out to the 18,000 students that have signed on to the Covenant agreement, describing the EdVest program.

The program audit is underway, and should be ready for Board review at its next meeting.  The annual report for the program should also be ready by then.  Changes and updates are being made to the EdVest program part of the Treasurer’s web site.  Perkins reviewed the program statistics for the most recent quarter, as well as annual revenues and expenses.  

D. Program Manager [Wells Fargo] Comments - Henriksen reviewed the materials that had been distributed for the meeting including the second quarter update.  She talked about outreach efforts of the program, including the financial literacy/education workshop sponsored by DFI for educators.  She discussed the program activity trends, call center volume, and migration of accounts in the age-based portfolios.  Wells has rolled out the changes that the Board had approved at the last meeting, including the increase in program maximum investment value.  

Henriksen reviewed the changes in the recently passed federal Higher Education Act.  Several states changed their tax breaks and investment options, which were discussed.       

Henriksen and Buchholz discussed several of the service level performance measures that were not reached in the past contract year.  The program did not reach goals in gross new accounts and on national advisor-sold new accounts.  Henriksen stated that Wells Fargo would be devoting an additional $25,000 in direct marketing expenditures to address these deficiencies.  They are looking for additional guidance on how to spend these funds to make improvements, suggesting that the best approach might be to focus on direct-sold, rather than national advisor-sold accounts if that was the Board’s desire.  She also asked if the metrics being used to measure program growth were appropriate, or whether some other measures might be better.  Buchholz discussed the planned year-end marketing campaign.  A discussion ensued about targeted markets, marketing strategies for “new” vs. “old” media, and marketing budget allocations.  There are also emerging opportunities with banks and credit unions, again with the new CD portfolio offering.  Board members suggested other marketing sponsorships to look into in the future.
The Board asked questions about whether Wells Fargo tracks where new account owners found out about the program.  The question of where the program should focus its marketing dollars, in-state or advisor, was discussed.  After discussion over Morningstar ratings, Henriksen and Owen stated that as a part of their relationship management with Morningstar, they meet with them both in Chicago and San Francisco to provide them with information they need.  Owen suggested that the relationship is not an easy one to manage, but they do their best to show Morningstar that the firm’s interests are aligned with their mutual fund investors.  The marketing plan for the end-of-the-year will be reviewed by the marketing committee in advance of the next Board meeting.
VI. Old Business
A.  Watch List Update [Evaluation Associates, Inc.] – Schlissel reported that after the last meeting, EAI went back and reviewed the process for using the watch list.  Going forward, the quarterly report on the watch list will include a listing of funds and portfolios that are on watch, along with the date that they were added and when they would be reviewed again.  It would also include any other circumstance that would override a recommendation about the watch list.  She discussed the comments at the off-site meeting and afterwards about the severity of the watch listing.  EAI will add an “early warning” category, to precede the formal placement on watch.  She defined formal watch as meaning that the program administrator would notify the fund manager of the watch status, along with a timeframe for improvement.  Being on watch would not mean that the fund style should change, but rather that their performance should correct itself during the year that it would be on watch.  At the end of the period, the Board could extend the time that the fund in on watch, or consider a replacement alternative.  She mentioned the tolerance range for index funds, as they would never be expected to outperform the benchmarks given the consideration of program fees.

Each quarter, EAI will provide the Board with a watch list eligibility summary that includes any fund that meets the criteria with comments.  She reviewed the second quarter 2008 recommendations, and pointed out where they suggest an override of the strict application of the watch criteria.  The second part of their report lists the funds and portfolios that are on watch, or recommended for inclusion.  
Wegenke moved and Cook seconded a motion that the Wells Fargo International Equity Fund be placed on watch as of March 31, 2008, and the Thompson Plumb Growth Fund be placed on watch as of June 30, 2008.  Johnson asked who would notify the fund managers of this action.  Schlissel responded that Wells would notify the managers. Motion passed unanimously by voice vote. 

Durcan moved and Wegenke seconded a motion to accept the recommendations made by EAI regarding the Watch List procedure, as outlined in their memo presented at this meeting.  Cook asked about when the two step part of the watch procedure had been discussed, and staff responded that this arose out of comments by Board members made in discussions after the July off-site meeting.  Motion passed unanimously by voice vote.  Cook asked if there were any reasons to change any of the funds currently on the watch list, and Schlissel responded that there were not.   
VII. New Business
A. Second Quarter 2008 Investment Performance Report - EAI - Schlissel highlighted the report of the second quarter performance data.  She pointed that despite the generally negative performance of the markets during the quarter, the program investment options have generally faired well in the difficult investment environment.  There have really been no places to hide, and almost all of the funds have outperformed their benchmarks during the quarter.  She reviewed notable results for the Board in EAI’s report.  She discussed the second conference call that was held with the manger of the Legg Mason fund, which will be continued on a quarterly basis.  Despite their difficulties, Legg Mason is confident that their performance will turn around.    
B. CD Option and Conservative Portfolio Rollout [Wells Fargo] – Henriksen stated that all three portfolios are scheduled to open October 1.  Everything looks to be on track, and from the investor standpoint, there should be no difference with the new portfolios from the existing portfolios as far as how they open an account.  Wolff mentioned the Wall Street Journal article about Members United Federal Credit Union.      
C. Wisconsin Select Portfolio – Janosik discussed options for the portfolio going forward, and reviewed the information that was shared at the last Board meeting in July.  It is the smallest portfolio in the EdVest program, with less that $5.5 million invested in fewer than 1,000 investor accounts.  The amount of assets is probably not significant to the managers participating in the portfolio, which all have less than $1 million.  EAI looked at the performance of the portfolio, and looked at potential funds that might replace underperformers in the portfolio.  Schlissel said that EAI’s recommendation would be to shut the portfolio down, as its fee structure is pulling the program down according to outside analysis.  Wegneke moved, and Johnson seconded a motion to close the Wisconsin Select Portfolio and move current investors to another portfolio in an orderly fashion to an investment as similar as possible, with the best interests of the investors in mind.  The Board asked about how many accountholders there were (962), and when the portfolio was added to the program (2005).  Wolff and Cook asked what would happen to existing account holders in this portfolio.  Henriksen suggested that effective October 1 the portfolio could be closed to new investments and that would give more time to find an alternative portfolio for those currently invested.  Investors who do not select an alternative investment will be moved by default into an investment of a similar type.  Motion passed unanimously by voice vote.    

D. Proposal for a Name Change in the Ultra-Conservative Portfolio – Perkins summarized the reason for the change in the name of the portfolio.  As of October 1, when the Conservative Portfolio is added to the EdVest program, the Ultra-Conservative Portfolio will change its name to the Money Market Portfolio.  Durcan moved and Cook seconded a motion to change the name of the Ultra-Conservative Portfolio in the EdVest program to the Money Market Portfolio.  Motion passed unanimously by voice vote.    

VIII. Committee Structure and Participation
A. Investment, Outreach/Marketing, Competitiveness – Darling moved and Wegenke seconded a motion that the Board create an Investment, Outreach/Marketing, and Competitiveness Sub-Committees, with the members to be appointed by the Board Chair.  She asked that Board members indicate their interest to either herself or Megan Perkins.  Motion passed unanimously by voice vote.    
B. Working Group Participation (ByLaws and Strong Settlement) – Perkins asked that any Board members interested in working on these groups contact herself or Senator Darling.    
XI. Announcements 
A.  Upcoming Conferences for Board Members – Perkins reported that the CSPN/NAST conference is being held in Dallas in December, and asked that any Board member interested in attending let her know.  The September Savings for College conference will be attended by Mr. Adamski.  Tentative dates for 2009 Board meetings were distributed, and will be voted on at the next regular meeting.  
X.  Adjournment— The Chair adjourned the meeting at approximately 3:05 p.m. on a motion by Cook, seconded by Durcan, which passed by a voice vote.

