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MEETING NOTES


	Purpose:
	2nd Quarter 2013 Review

	Attendees:
	Tom Scalici MW Juniata College – Jeffrey Savino, Committee Chair, Robert E. Yelnosky, Tracy Patrick, Carole, Gracey, Don Braxton, Jim Dixon, Val Rennell from Juniata (Absent was Gail Leiby Ulrich, Brad Andrews,  and Christina Miller)

	Date:
	Monday, September 30, 2013 – 8:30 AM


	
	· The meeting began with an approval of the previous meeting minutes.  
· Jeff Savino went on to say that the plan merger was effective January 1, 2013.  He then reviewed the 2012 audits as prepared by Parente Beard.  
· Rob Yelnosky mentioned that bids had gone out to auditors for next year’s business and the fees ranged from $5,500 to $15,000 for one plan and $7,700 to $20,000 for two plans.   The ultimate selection of the auditor is tied into the decision that they make for the entire college.  

· This lead to a discussion on the overall plan pricing. Tom Scalici began the review by starting in the back section of the review book where the TIAA-CREF fee breakdown was.  The overall weighted average expense ratio of the plan is about 55 bps with approximately 21 bps going to TIAA.  On an annualized basis this is about $175,000/year.   There are currently about 910 participants in both plans but only about 420 of those belong to active participants. Tom mentioned that this works out to about $200/head which is above average based on what they have seen with other TIAA clients.  Rob mentioned that TIAA had provided them a pricing comparison and thought they had negotiated additional services as opposed to reduction in costs as part of the arrangement.   This is something that is going to be explored in greater detail at the next meeting.

· Cornerstone then gave a brief overview of the capital markets through the second quarter of 2013.   

The second quarter was mixed across asset classes with domestic equities positive for the quarter and all other asset classes negative for the quarter.  Specifically, emerging markets, commodities, TIPS and fixed income have had a rough first half of the year.  Domestic equity market performance has been strong as indicated by the record breaking levels of the S&P 500.  We then looked at the S&P 500 vs. 10 year Treasury Rate chart and we learned in June that the markets are still very sensitive to Federal Reserve Policy and rhetoric.  We also reviewed the Economic Overview piece to take a look at equity valuations, GDP, the yield curve, consumer sentiment and government spending and receipts. 

· We then reviewed the tabular.  For the quarter ending June 30, 2013, the plan had a beginning balance of $83,961,194 with total contributions of $834,098, $1,390,396 of withdrawals, $0.00 in forfeitures, and $0.00 in transfers and gains of $645,330 for a final ending balance of $84,050,226. 

· As of June 30, 2013, the current asset allocation of the plan is 11.2% domestic equity stock funds, 1.7% in international equities, 29.6% in global equities, 9.9% in the TIAA-CREF Lifecycle portfolios, 3.8% in fixed income, 38.4% cash, and 5.4% in alternatives.  Of the money that is in stocks, 77.7% is invested in large-cap, 14.9% in mid-cap, and 7.3% in small-cap.  

· Total return of the plan for the second quarter of 2013 was approximately 0.77%, which outperformed the blended benchmark return of -0.02%.  On an annualized basis over the last 11 quarters returns have been 7.46% vs. the blended benchmark of 5.72%.

· Rob Yelnosky asked two questions about the peer groups Cornerstone is using in the tabular.  One was for the CREF Stock Fund and the other was for the TIAA Annuities.  He mentioned these because they represent about 60% of the assets in the plan. TIAA-CREF benchmarks the CREF Stock Fund to a blended benchmark that is 70% Russell 3000, 30% EAFE. Morningstar compares them to the large blend category and Cornerstone compares them to the MSCI All Cap World Index.  Rob said when you compare the performance to Morningstar it doesn’t look very good, when you compare it to the MSCI ACWI Index it looks very good but when you compare it to TIAA CREF’s own blended benchmark it has below average performance over every time period.  Tom explained the differences between the three approaches and reviewed the detail performance that was provided in the back of the book.  In Cornerstone’s opinion the MSCI ACWI Index most accurately reflects how they are actually investing the portfolio and that is why they use it.  Tom explained that their analysis was consistent with the criteria in the IPS and that is why it is used. 
· We took a look at some of the demographics of the plan. Juniata would very much be interested in getting a breakdown of the differences in asset allocation and investment balances between current employees and new employees. 

· Jeff Savino mentioned that Brad Andrews offered to teach an Investments 101 course to the committee and to anyone at the college who was interested in attending.  Everyone thought it was a good idea.  Tom cautioned them that since he is on the committee that you need to be very sure that he is not in any way giving investment advice and that this is educational only.  They mentioned that Brad could talk for about 45 minutes and then the committee would share some of the demographic information in the review book to put in perspective why he running the classes.  
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