
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
November 10, 2008
1:00 p.m.

MEMBERS PRESENT: Sheehy, Sass, Johnson, Wegenke, Durcan, Cook, Oemichen (by phone), Plale (by phone), Adamski (by phone)  
MEMBERS ABSENT:  Darling, Rosen
OTHERS PRESENT: Megan Perkins, Rich Janosik, Wes Stefonek, EdVest Program; Michael Wolff, DOA; Jay Risch, Sen. Darling’s office; Andrew Owen (by phone), Sarah Henriksen, Shane Martwick, Tom Biwer, Wells Fargo Funds Management; Linda Schlissel, EAI; Matt Tomasicchio, Katie Edelman, KPMG (by phone); Scott Bauer, AP 
I. Call to Order and Roll Call – The meeting was called to order at approximately 1:04 p.m. by Board Co-Vice Chair Sheehy.  (See above for attendance.)
V. Administrative Reports

A. Board Chair Comments – Sheehy thanked everyone for being at the meeting today.  
B. State Treasurer Comments - Treasurer Sass reported on Higher Education Day as a great success, and the locations she visited that day.  EdVest scholarships will be awarded for three contests, a coloring contest for young students, an essay contest for students through 6th grade, and a video contest for 7th through 10th graders.  The deadline is the day before Thanksgiving.  She has visited all 72 counties again this year, partly to promote the EdVest program across the state.    
C. Program Director Comments - Perkins reviewed the program revenues and expenditures.  (Oemichen joined the meeting by phone.)  A new report has been added to the reports distributed to the board quarterly that shows more detail on the new accounts to the program.  The programs contingency fund stands at $7.4 million.  Assets under management were down in the quarter.  She reviewed all the marketing activities that had been going on in the quarter, and highlighted the partnership with Badger Sports Properties.  Kid's Day at the Kohl was a huge success, and radio spots during games are being run.  The program has had a presence at state employee benefits fairs this fall, and the Treasurer has been making school visits to promote Higher Education Day and the EdVest scholarship contests.  An ice cream social was held in the capitol to promote the program.  The Treasurer's office web site has been updated for the EdVest part of the site.  The Annual Report for the program that was submitted to the legislature was also highlighted in the Board packets.  Perkins reported on the potential move in Congress to request that the IRS allow quarterly investment changes to 529 programs, rather than the one annual change which is allow now.  
II. Approval of Agenda – Sheehy moved, and Oemichen seconded a motion to approve the agenda as distributed.  Motion passed unanimously by voice vote. 
Wegenke moved and Durcan seconded a motion to move up Item VII A. Independent Auditor Report in the agenda.  Motion passed unanimously by voice vote.        
VII. New Business
A. Independent Auditor Report – Financial Audit for Fiscal Year 2007-2008 [KPMG]

Matt Tomasicchio and Katie Edelman of KPMG reported on the annual independent audit for the year ended June 30, 2008 of the program, and the agreed upon procedures for the program that they carried out.  They stated that the audit of the seventeen portfolios went very well, and they were able to issue their unqualified opinion about the audit.  Tomasicchio discussed the details of the audit, and said that KPMG found no material weaknesses in internal controls.  There was no reason to go into executive session to discuss any aspects of the audit.  (Adamski joined the meeting by phone.)  Johnson moved and Wegenke seconded a motion to accept the fiscal year audit for 2008.  Motion passed unanimously by voice vote.            

III. Public Presentations – None
IV. Approval of Minutes for August 11 Meeting - Sheehy moved, and Oemichen seconded a motion to approve the draft minutes from the Auguat 11, 2008 meeting as distributed.  Motion passed unanimously by voice vote.          

D. Program Manager [Wells Fargo] Comments - Henriksen reviewed the quarterly update that had been distributed to the Board.  She highlighted the increase in FDIC/NCUA insurance to $250,000, but stated that the new portfolios will stay with the limit of $100,000 per institution for now especially due to the provision sunseting on December 2009.  On October 1, the Ultra-Conservative Portfolio was renamed the Money Market Portfolio, and the Wisconsin Select Portfolio was closed to new accounts and new contributions.  And three new Portfolios have been added, the Conservative, the Bank CD and the Credit Union CD portfolios.  She reviewed the opening of the new portfolios and the flow of funds into these portfolios.  (Plale joined the meeting by phone.)  Henriksen reviewed client service trends for the previous quarter.  She also reviewed the outreach efforts in the quarter, and the additional spend that will be used for marketing the new CD portfolios in all parts of the state.  Wells Fargo received several awards that were mentioned.
Owen reviewed Wells Fargo's acquisition of Wachovia Bank and how it would be integrated into WF.  He anticipated that the integration could take as long as two to three years.  They do not work with any other 529 plans.  He said that the Board would be kept informed about the progress of the acquisition, with a closing at the end of the year.  Owen said that it is far too early to tell how the acquisition will effect the EdVest or tomorrow's scholar products, but said he expects that the acquisition will be a benefit to EdVest, especially in that Wachovia recently completed the acquisition of AG Edwards, which has a large advisor presence.     

VI. Old Business
A. CD Portfolio Update -  Adamski discussed the promotion that Banker's Bank has done on the new Bank CD portfolio.  He also discussed the rates on the CD's that were purchased in October, which he felt were very competitive.  

B.  By-Laws Draft Discussion - Perkins discussed the draft of the By-Laws that were distributed to the Board at the last meeting.  She said that she had met with Oemichen to make some changes to the By-Laws, and said that she wanted keep this process moving forward.  The Board agreed to defer action for a later time.
C.  2009 Board Meeting Dates -  There were no comments about the meeting dates that were presented for 2009.  The Board discussed the need to increase communication during times of market distress, including the potential of holding a special meeting in the future.
B.  Watch List Update [Evaluation Associates, Inc.] – Schlissel reported that after the last 
VII. New Business
B. Third Quarter 2008 Investment Performance Report - EAI - Schlissel highlighted the report of the third quarter performance data.  She stated that there is nothing that has occurred in the past eight weeks that should change the program’s strategy.  She also complemented Wells Fargo on their money market fund in that it has stayed out of the headlines.  

She stated that most of the funds have held up in a difficult market environment.  Most of the EdVest funds have done well versus their Morningstar peer group measures.  The absolute returns were mostly negative except for the fixed income funds, and for the month of October are anywhere from 15 to 20% down from the end of the third quarter.  She reviewed the returns for each of the portfolios and the underlying funds.  She also reviewed the performance for the tomorrow's scholar funds.  EAI believes that the markets may have hit bottom, and the markets may bounce around for the next six to nine months.  She suggests that the program stay the course.  Now that they are reporting to the investment committee, she hopes to get a more macro view for the Board at future meetings.    
C. Investment Committee a. – Johnson discussed the membership of the committee, which includes Durcan, Wolff, and Oemichen.  The committee would be asking for a fifth member.  The purpose of the committee is to vet the information presented by EAI before it coming to the Board.  The charter for the committee states that it is advisory to the Board, and will plan to meet a week or so prior to the regular Board meetings.  Wegenke moved to approve the committee membership and the investment committee charter.  Sheehy seconded the motion.  Motion passed with Cook abstaining.  Johnson also discussed the list of topics that the committee may discuss and work on at future meetings, including investor education, meetings with fund managers, distinguishing advisor EdVest from tomorrow's scholar, adding more index fund options, fee transparency, and investment advisor RFP review.   
b. Watch List Update -  Schlissel discussed the funds currently on watch, and reported on the discussions that we held with the fund managers of all the funds on watch.  There were no recommendations for changes on the watch list.  

c. Wisconsin Select Portfolio - Johnson reviewed the need to select a default option for the investors in the portfolio once it is closes.  The two alternatives considered were the Wells Fargo Moderate Portfolio or the Vanguard Balanced Portfolio.  The committee recommended that the Vanguard Moderate Portfolio be chosen as the default option to move those accounts that do not select another portfolio to move into.  Henriksen stated that the transfer would take place in the first quarter of 2009.  Sheehy moved that the remaining accounts in the closed Wisconsin Select Portfolio be migrated to the Vanguard Balanced Portfolio if the owners choose not to make another portfolio selection as soon as practicable in 2009.  Wegenke seconded the motion.  Motion passed by unanimous voice vote.  
VIII. Announcements 
A.  Report from 529 Technical Conference –  Adamski reported on his attendance at the SavingforCollege.com technical conference held in October.  Joe Hurley presented about how to get a "5-cap" rating on your program.  He stated that it was unlikely that a program would get a five cap rating without offering the state deduction to other states.  The eight points that were covered will be summarized, and possibly distributed to the Board.  Janosik reported on his attendance at the meeting as well, and the presentations on the future of 529 programs going forward.   
IX.  Adjournment— The Vice Chair adjourned the meeting at approximately 2:47 p.m. which passed by a unanimous voice vote.

