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	Minutes of the February 29, 2008

Public Meeting of the

New York State Deferred Compensation Board




A Public Meeting of the New York State Deferred Compensation Board (the “Board”) was held on February 29, 2008, in the following locations, via video-conference: Conference Room 2E at the offices of Shearman & Sterling LLP, at 599 Lexington Avenue, New York, NY 10022, and Room 335 at the New York State Capitol, Albany, NY 12247.  The meeting began at approximately 10:05 a.m. and adjourned at approximately 2:50 p.m.  A separate memorandum to the files, also dated February 29, 2008, lists the materials prepared for and referred to during the meeting, a copy of which is included as an attachment hereto.

In attendance:

Board Members:
Diana Jones Ritter, Michael Avella

Staff Members:

Edward Lilly, David Fischer, Craig Dickinson, Sharon 
DiMura, Dave Natoli

Shearman & Sterling LLP:

Kenneth Laverriere, Valéria Sombra, Elizabeth Roseman, 
Nicole Grospe (Legal Assistant)

Nationwide Retirement

Patrick Ray, Brenda Anderson, Tom Weber, Ric Whetro, Solutions:

Stephen Angelis, Linda Campbell, Joseph Stacey

Evaluation Associates LLC:
Linda Schlissel, Kathy Bajorinas

The Bank of New York Mellon:
Carol W. Hance, David Blakeley, James Travers

Dwight Asset Management:
Sean Saia, David Westbrook

Clifton Gunderson:
Thomas Heseltine

Public:
Michael Snyder, David George



Michael Avella attended the meeting at the New York State Capitol, and Diana Jones Ritter and all other participants attended the meeting at the offices of Shearman & Sterling LLP.  There were two members of the public in attendance.



Diana Jones Ritter acted as Chairperson and Nicole Grospe acted as Secretary of the meeting.  In the absence of Ms. Ritter, Edward Lilly led a working session with the attendees then present.
  Mr. Lilly presented a brief overview of the agenda and noted the agenda items requiring a Board vote.  Because a majority of Board members were not yet present, items requiring a vote were held until a majority of Board members arrived.  Accordingly, Mr. Lilly asked Nationwide Retirement Solutions (“Nationwide”) to begin their presentation.  

I. Nationwide Presentation

Patrick Ray began the Nationwide presentation with an overview of a number of recent significant accomplishments achieved by the Deferred Compensation Plan for Employees of the State of New York and Other Participating Public Jurisdictions (the “Plan”).  Mr. Ray highlighted that the Plan was the first 457 plan to reach ten billion dollars in assets, CUNY’s adoption of the State Plan in April, the completion of a new employee mailing, and the development of a new payroll campaign targeting local employers.

Linda Campbell provided an update on the required minimum distribution process and the notifications that are sent to all participants who are age 70 ½ or older who have not requested at least the required minimum distribution.  Additionally, Mr. Whetro noted that the participant mailings regarding the upcoming investment structure changes would include customized confirmation letters.  

Next, Mr. Ray presented the Board with statistics on the Plan’s assets, loans, deferrals, enrollments, and HELPLINE utilization.  Mr. Ray noted that the HELPLINE received over 30,000 phone calls in January and that Nationwide hired two additional full-time employees for the HELPLINE in order to meet the performance criteria set forth in Nationwide’s contract with the Board.  Mr. Ray also presented information on new local employer adoptions of the Plan and Nationwide’s outreach efforts to school districts and libraries.  Next, Mr. Ray outlined Nationwide’s 2008 Management Plan, which described planned initiatives for 2008, including the development of a WebX enrollment video for the Plan’s Web site, the potential for the use of online enrollment, and additional disclosures related to Plan fees.  Stephen Angelis specifically highlighted Nationwide’s ongoing efforts to develop an email address database to use for specific email campaigns authorized by the Board, as well as the development and improvement of marketing materials targeting specific groups of participants.

At this point, Diana Jones Ritter arrived and the public meeting of the Board began.

II. Approval of Minutes



After reviewing the minutes of the public meeting and executive session of the Board held on December 7, 2007, Diana Jones Ritter motioned to approve the minutes, Michael Avella seconded the motion and the Board approved the minutes.

III. Selection of Transition Manager



Linda Schlissel provided the Board with an analysis of the candidates for transition manager.  Ms. Schlissel recommended Barclays Global Investors (“BGI”) as the best candidate based on experience and a strong focus on risk management.  After a general discussion regarding fees and the characteristics of each finalist to the mandate of transition manager, Ms. Ritter motioned to adopt a resolution selecting BGI to provide transition management services for the Plan, subject to successful contract negotiation with the Board’s legal counsel.  Mr. Avella seconded the motion and the Board approved the resolution. 

IV. Investments Review



Kathy Bajorinas of Evaluation Associates provided a review of the domestic funds offered as Plan investment options.  Ms. Bajorinas noted those funds that are currently on the heightened monitoring list, including the Alger MidCap Growth Institutional Fund, the four funds that will be closed in March (George Putnam Fund of Boston, the Dreyfus Appreciation Fund, the Harbor Capital Appreciation Fund, and the Morgan Stanley IF Value Fund), and the Fidelity Magellan Fund, which was frozen at the end of December.  Ms. Bajorinas discussed the ICAP Fund and recommended that it be removed from the heightened monitoring list.  The Board agreed with this recommendation.  Kenneth Laverriere indicated to the Board that it may be appropriate to review the manner in which changes in fund performance or other factors are presented to participants.  The Board agreed and requested an analysis of such process for further discussion at the next Board meeting. 

V. Stable Income Fund Allocation of Maturing Proceeds



Sean Saia reviewed Dwight Asset Management’s proposal for the investment strategy for the maturing proceeds in the Stable Income Fund (the “Fund”).  Mr. Saia recommended allocating the proceeds from the New York Life contract equally between the WAMCO Intermediate Portfolio and the Goldman Sachs Short Term Portfolio.  Mr. Saia also recommended that a portion of the cash reserves in the BlackRock Cash Account, which exceeded its target allocation, be allocated between the same two portfolios.  The Board agreed with the allocation strategy recommended by Dwight. 

VI. Performance Audit



Thomas Heseltine of Clifton Gunderson provided an update on the progress of the 2007-08 Performance Audit of Nationwide.  Mr. Heseltine indicated that interim testing was conducted on several performance criteria, which identified minor exceptions in certain performance criteria relating to the processing of benefit payments, notifications, the average speed of answer at the HELPLINE, and the Plan’s Web site availability.  In addition, Mr. Heseltine noted that the audit identified an issue related to Nationwide’s failure to maintain certain information required to confirm the mailing of enrollment kits, which could result in significant penalties.  Mr. Whetro discussed the potential failure with the Board and indicated that Nationwide was attempting to establish alternative documentation related to the audit criteria.  

Next, Mr. Lilly proposed that the Board meet with the auditors without the presence of Staff members and Mr. Heseltine indicated that he supported such a meeting.  The Board agreed to schedule a meeting in May with the auditor in the absence of Staff. 

VII. Executive Session



Ms. Ritter moved that the Board enter into executive session to discuss the responses to the Administrative Service Agency RFP and Mr. Avella seconded the motion.  The Board then conducted its business in executive session, whereupon Ms. Ritter moved to adjourn the executive session, which was seconded by Mr. Avella, and the Board returned to public session. 

VIII. Participant Fee Waiver

After a discussion regarding expected Plan revenues and expenses, Ms. Ritter moved that the Board waive the March 2008 semi-annual participant fee, Mr. Avella seconded the motion and the Board approved the waiver of the semi-annual participant fee.

IX. Uncashed Checks



David Fischer presented his research and findings on uncashed checks to the attendees.  Mr. Fischer outlined certain background information and terminology relating to the types of participant accounts and uncashed checks.  Mr. Fischer discussed alternatives that are available to the Board to reduce the number of uncashed checks, including the maintenance of an up-to-date list of all uncashed checks, additional notifications to participants regarding uncashed checks, enhanced cross-checking systems with other retirement systems in the State, implementation of procedures to find participants, and online look-up.  Ms. Ritter agreed that Staff should continue to evaluate alternatives to reduce the number of uncashed checks.  

X. Retirement Education



Mr. Lilly presented Staff’s analysis of the number of participants in various age groups who roll over their account balance upon a separation from service or retirement.  Based on these statistics, Mr. Lilly recommended that the Board develop retirement education materials that ensure participants are aware of the various alternatives available to them upon a separation from service or retirement.  Joseph Stacey of Nationwide presented his experience as the Retention Specialist at the HELPLINE and the results of a survey he conducted relating to the reasons for a participant’s decision to exit the Plan.  Mr. Lilly indicated that Staff would continue to work with Nationwide to develop and improve retirement education materials.   

XI. Plan Budget and Contracts



Mr. Lilly next presented an overview of the 2008-09 Fiscal Year budget, highlighting the overall expected expenditures, reimbursements, and collections.  Sharon DiMura then provided a brief update of contract amendments and extensions pending at the Office of the State Comptroller.   

XII. International Equity Review



Ms. Schlissel and Ms. Bajorinas presented an analysis of the International Equity Funds and the performance of the international equity managers for the period ending on December 31, 2007.

XIII. Stable Income Fund Update



David Westbrook of Dwight Asset Management reviewed the performance and the current structure of the Fund.  Mr. Westbrook focused on the evolution of the portfolio over the last year to a better allocation among traditional GICs, wrapped constant duration portfolios, and wrapped finite portfolios.  Mr. Westbrook also highlighted key statistics such as an increase in total assets and the consistency of the Fund’s spot yield.  Mr. Westbrook additionally reviewed the Fund’s exposure to the “sub-prime” sector and indicated that he did not anticipate any losses to the Fund as a result of these investments.

XIV. Adjournment

There being no further business to come before the meeting, Ms. Ritter adjourned the meeting at approximately 2:50 p.m.

*
*
*
*
*









Nicole Grospe









Secretary of the Meeting

� Diana Jones Ritter arrived at approximately 11:20 am. 


� Michael Avella then left the meeting at approximately 12:25 pm.  The attendees continued the meeting in working session.


� Michael Avella returned to the meeting via videoconference at approximately 2:50 pm. 
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