
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
February 17, 2009
1:00 p.m.

MEMBERS PRESENT: Sheehy (by phone), Sass, Wegenke, Durcan, Oemichen, Adamski, Darling (arrived at 2:08 pm)  
MEMBERS ABSENT:  Cook, Rosen, Johnson, Plale
OTHERS PRESENT: Megan Perkins, Rich Janosik, EdVest Program; Michael Wolff, DOA; Jay Risch and Andrew Davis, Sen. Darling’s office; Sarah Henriksen, Shane Martwick, Tom Biwer, Wells Fargo Funds Management; Linda Schlissel, EAI; Katie Buhrandt, Sen. Plale's office; Susie Bauer, Robert W. Baird 
I. Call to Order and Roll Call – The meeting was called to order at approximately 1:05 p.m. by Board Co-Vice Chair Oemichen.  (See above for attendance.)
II. Approval of Agenda - The Chair asked for approval of the Agenda, which was unanimously approved by voice vote.  (those moving approval were not noted due to a recorder failure).
III. Public Presentations - None were requested.
IV. Approval of Minutes for November 10, 2008 Meeting - It was moved and seconded that the minutes of the November 10, 2008 Board meeting be approved as presented.  Motion passed unanimously by voice vote (those moving approval were not noted).
At the suggestion of Perkins due to the need for a member to leave the meeting early, the Board agreed to move to the New Business section of the agenda.

V. Administrative Reports

A. Board Chair Comments - To accommodate the schedule of a member, the Board agreed to move to New Business.  (Senator Darling did not arrive until later in the meeting.)  

VI. Old Business  There was no old business before the Board.
VII. New Business 

A. Election of Chair and Vice Chair Positions - Wegenke moved to re-elect the present slate of officer for the Board, and seconded by Durcan.  Motion passed unanimously by voice vote.  

B. Legislative Discussion - "Parental Involvement in EdVest Act" - Perkins discussed the recent reintroduction by Senator Lassa and Representative Molepske of the "Parental Investment in EdVest Act" which would provide for the division of the $3,000 per beneficiary state tax deduction by divorced or legally separated parents.  This bill was introduced in the last session, but was not favorably acted upon.  The Board discussed their position and how they might support the passage of this legislation.  A motion was made to support the legislation by Adamski and seconded by Durcan.  Motion passed unanimously by voice vote.  The Board instructed staff to inform the state legislature of the Board's position. 
C. 2008 Investment Performance Review - Schlissel reported to the Board on the meeting of the Investment Committee of the Board last week, and she discussed the executive summary that was prepared from the discussions at that meeting.  The market overview reflected the very difficult year for all asset classes.  She briefly reviewed the performance of the EdVest and tomorrow's scholar portfolios.  She also reviewed the recommendations for the Watch List; extending the Legg Mason fund on watch until 6/30, removing the WF US Value fund as a result of improved performance, and put the Baird Bond fund on "early watch" for the next six months even though it technically qualified for placement on watch.          
D. Investment Committee
a. Watch List Update/Recommendations - Oemichen reviewed for the Board the recommendations of the committee, which were to confirm EAI's suggestions about the funds on Watch.  Wegenke moved, and Sass seconded a motion to approve the recommendations of EAI regarding the Watch List, including extending the review period of the Legg Mason Portfolio and Fund to 6/30/09, include on early warning status the Baird Bond Fund, and removal from watch of the WF Advantage US Value Fund.  Motion passed unanimously by voice vote. 
E. Investment Policy Changes/Updates
a. WI Select Fund Closure - Janosik reported on the closure of the Wisconsin Select Portfolio, and the prior closure of the American Century Manson Street Fund which made up a three percent portion of its assets.  At the suggestion of Wells Fargo, it was recommended that the assets in the closed fund be held in cash equivalents until the Portfolio is closed.  Sass moved, and Adamski seconded a motion to ratify the Investment Policy change, effective  February 7, 2009 to allow the assets previously held in the Mason Street Fund to be held in cash equivalents upon the closure of the of fund until the Wisconsin Select Portfolio is closed at the end of March 2009.   Motion passed unanimously by voice vote. 
b.   Lehman Bros. indices to Barclay’s Global - Janosik explained the reason for the Investment Policy name change, due to the bankruptcy of Lehman Bros. and the indices being acquired by Barclay's.  Adamski moved and Durcan seconded a motion to ratify the change of the titles of the fixed income indices in the Investment Policy that were formerly titled "Lehman Bros." to "Barclay's Global".  Motion passed unanimously by voice vote. 
c.   CD Maturities/Increase to $250,000 - Janosik described the change being requested in the two CD portfolios to allow the higher investment in a single institution to be consistent to the higher levels now allowed by the FDIC and NCUA.  He also discussed the recommendation by Wells Fargo to allow for CD maturities to be of intermediate maturities ranging out to twenty-four months.  This change will allow Wells to maximize the yields and smooth the frequency of maturing CDs in the portfolios.  Adamski moved and Wegenke seconded a motion to permit the CD portfolios to invest in a single institution up to the maximum permitted amount of federal insurance coverage, and to allow maturities of the CDs purchased in the Portfolios to range from overnight to twenty-four months, including any intermediate term.  Motion passed unanimously by voice vote. 
F.  Marketing Committee Meeting and Charter - Sheehy reported on the first meeting of the re-formed committee.  The purpose of the committee was confirmed in the charter, and they discussed the target audience, messages used, consistency of outreach, and timing.  They are assembling a list of the items that they discussed, so that they will have a more concrete report at the next Board meeting.  They want to have a collaborative effort with Wells Fargo in regards to the marketing plan and the marketing budget.  Sass moved and Durcan seconded a motion to approve the Marketing Committee membership and its charter as presented.  Motion passed unanimously by voice vote.   

Oemichen noted that the Investment committee minutes, under item VI a that the committee will be looking at the investment options currently offered by the program and that it will be interviewing fund managers later this spring, and under VII b the RFP process for investment advisory services will begin and will be discussed further at the next Investment committee meeting.  Any Board member is invited to attend the fund manager interviews.

G. Identity Theft Provision - The Federal Trade Commission has promulgated a rule based on federal legislation that requires financial entities like Wells Fargo to develop a "red flag" rule to avoid identity theft.  Oemichen noted that the Board would be going into closed session to discuss this plan from Wells Fargo, as it deals with proprietary business practices of the plan administrator, under Wisconsin Statutes 19.85 that permit closed session when discussing such competitive business practices.  On a motion by Wegenke seconded by Durcan, to go into closed session, the Board took a roll-call vote to move into closed session, with all Board members present voting in the affirmative.

The Board entered into closed session to discuss the Wells Fargo plan for Identity Theft protection of customer accounts.           
The Board returned from closed session.  Wegneke moved and Sass seconded a motion that the Board ratify the Identity Theft Prevention Program as proposed by Wells Fargo for Wisconsin 529 Program accounts.  Motion passed unanimously by voice vote.   
V. Administrative Reports (continued)
B. State Treasurer Comments - Treasurer Sass reported on a very busy period in the promotion of the program.  Scholarships were recently awarded to the Higher Education Day video contest at the UW Board of Regents meeting.  The winners of the elementary school coloring contest were awarded EdVest scholarships in the Senate Parlor in the Capitol.  The eight middle school essay contest winners received their awards at the Executive Residence.  The Treasurer has been visiting counties around the state and intends to visit all counties in the state again this year, and distributes EdVest materials and information.  She also spoke to a retired educators group.  

Sass announced the move of the Treasurer's office to the third floor of the US Bank building, expected to be completed sometime in April.  
C. Program Director Comments - Perkins talked about the federal change to the investment change option to twice a year, which is being done on a manual basis but may 

be made permanent.  The Strong settlement plan is being reviewed by the SEC, as it has been presented by the independent consultant.  In the stimulus package, computers and computer technology have been made eligible higher education expenses.  Janosik reported on the voting of the fund proxies for the election of independent new members of the fund boards.  An EdVest payroll stuffer was included in all state employee payroll checks and pay stubs last week.          

Perkins discussed the activities that have been going on as a part of the partnership with Badger Sports Properties, including a booth at Badger basketball games and hockey games.  The traffic at the booth has been encouraging.  Staff will also be partnering with the WIAA for the upcoming high school wrestling and basketball tournaments which have up to 160,000 persons attending.  
Perkins reviewed the quarterly program activity for both EdVest and tomorrow's scholar.  Assets under management were down in both, although accounts have been stable to growing.  Tomorrow's scholar has been declining in number of accounts, while EdVest has still been growing on a net basis.  (Darling joined the meeting)  Program revenues have also been declining because of the decline in tomorrow's scholar assets and lower interest earning rates.  The contingency fund is at approximately $7.4 million.  

D. Program Manager Comments - Henriksen reviewed the quarterly update materials distributed to the Board members.  She discussed service trends with the Board.  The market continues to impact the program, and this is a heavy time of year for redemptions.  She mentioned positive comments have been coming in to the call center about the program, and in particular about the new CD portfolio options and implementation of the twice per year investment change.  She reviewed the updated ratings for the program from SavingforCollege.com, which has raised the ratings for the direct and advisor-sold programs.  
Henriksen also discussed the Morningstar ratings of the program, and a meeting that Wells had with Morningstar 529 analysts in Chicago.  (Wegenke left the meeting at this point)  Henriksen reported that the year-end marketing data were not yet complete and would be included in the annual report.  Wells Fargo found that newspaper advertising was most successful this year.  Accounts increased 7% in the year, while assets declined 18%.  Tomorrow's scholar showed continued decline.  Henriksen reported on the timeline for the closure for the Wisconsin Select Portfolio being transitioned to the Vanguard Balanced Portfolio by March 27.  Many investors have proactively moved out of the portfolio, most being exchanges to other EdVest portfolios.

Henriksen and Oemichen discussed the Credit Union CD Portfolio issue with the inability to find credit unions willing to issue CDs to the program.  As it is a state deposit, it is not a taxable deposit which is what the credit unions were concerned about earlier.  Henriksen stated that investments to the CD options now are coming more from new investments rather than changes, which was the case initially after opening the portfolios.  

VIII. Announcements 
A.  NAST Conference Review - Perkins reported on the NAST conference that was held in Dallas Texas in December, which was also attended by Sarah and Linda.  She distributed notes to some of the sessions they attended, and discussed the take-aways from the sessions, in particular some of the marketing ideas. 
Darling mentioned that the work of the new committees was contributing a great deal to the Board's work.       
IX.  Adjournment— The Vice Chair adjourned the meeting at approximately 2:45 p.m. upon a motion by Sass, seconded by Darling,  which passed by a unanimous voice vote.
Minutes of the Closed Session portion 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
February 17, 2009

1:00 p.m.
MEMBERS PRESENT: Sheehy (by phone), Sass, Wegenke, Durcan, Oemichen, Adamski
VII. New Business 
G. Identity Theft Provision - Henriksen discussed the details of the Wells Fargo plan to prevent identity theft in the program as shown in the power point presentation.  She asked that Board approve Wells Fargo's program, and that Wells Fargo be appointed as the administrator of the program.  Board members asked questions about the details covered by the identity theft program.  The copies of the plan were collected by Wells Fargo at the end of the presentation.  One copy marked "Trade Secret" will be kept on file with the program that will not be made publicly available.   Adamski moved and Durcan seconded a motion to return to open session which passed by a unanimous voice vote.         

