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RETIREMENT PLANS

INVESTMENT COMMITTEE MINUTES
MAY 15, 2009

Investment Committee: Larry Dann (Chair), Richaadl®y, Deb Janikowski, Gary
Malone, John Settle, Kip Sigetich, Mike Green (aibse

Administration Committee: Denise Yunker (Chair)hddCraven, Ernie Pressman, Alice
Sprague (excused)

Staff: Nathan Klinkhammer

Presenters: Howard Biggs and Jake O’'Shaughnesegridh Massena and
Associates, Inc. (Advisor); Hugo Steensma, SustéenAsset
Management (SAM)

Jake O’Shaughnessy, CFA, was introduced as a newbereof the Arnerich Massena and
Associates, Inc., consulting group who will be wogkwith Howard Biggs on the OUS plans.

1. Sustainable Investment Options.

Sustainable Asset Management group (SAM), a Zureded company founded in 1995, profiled its
approach to providing sustainability related inwestts, at the invitation of the committee and tleng
Advisor. SAM defines sustainable development ase€ting economic, environmental, and social needs
of the present without compromising the abilityfaiure generations to meet their own needs.” Select
of “sustainable” company stocks includes analyaseld 130 cross-industry criteria evaluating econpmi
social, and environmental dimensions; financiabaéibn; fundamental company analysis. Sustaingbilit
themes related to water, climate change, energpuree efficiency, and healthy living are included
SAM’s investment opportunities. SAM funds wouldrgria socially responsible investment (SRI) option
that is an offshoot of the MSCI world index to thevestment menu. After discussion with Hugo
Steensma and Howard Biggs, the committee accelpithformation item for future consideration.

2. November 21, 2008, minutes adopted.

3. Investment Policy Statement (IPS).
Investment Policy Statement Amendment #2 adoptéd,discussion.

In the pre-meeting letter that will accompany perfance reports mailed to the Investment Committee,
the Advisor will include a list of funds with perfbance data that meet the watch list criteria ef#S.
Additionally, future performance reviews will diggl the funds’ status for each of the 8 IPS factors
(besides investment percentile relative to peelsghwvcontribute to placing funds on watch status.

The committee elected to retain thé"g@rcentile threshold for placing a fund on watfteradiscussion
of dropping the threshold to the "7Hercentile for the two consecutive rolling periodife committee
elected to not relax scrutiny in light of recentatiity, and recognized that funds could remainvaatch
indefinitely.
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A change in terminology to identify “fund manages a mutual fund was listed for inclusion in th&tne
IPS amendment.

4. Plan Participation and Trends

A summary of plan participation and trends from NOV inception through March '09 shows that
participation is remaining steady overall in thdumary 403(b) program. From January '09 through
March '09 there was not a flight from equities tomay market, and participants were generally making
few investment changes. Data revealed that volyntiferrals decreased slightly in October '08.
Participant enrollment rates are clearly influenbgacommunications and external events, as evideynce
spikes in new enrollment during the 2007 plan im@atation, campus enrollment communications and
benefits fairs in spring and fall '08, and the Relyy '09 mail-out of the mandatory notice of unisar
availability that was bundled into a quick enrolmhdorm. Targeted communications have proven
effective in the short term and will continue to developed by OUS and the vendors to reach various
life-stage groups.

5. Committee Education
Committee member training on fiduciary duties, spland responsibilities will be coordinated by the
chairs, counsel, and the Advisor.

6. Updated performance analysis Q1 ‘09
Howard Biggs noted that the first quarter showeghgdispersion between growth and a value funds
performance; aggressive growth funds generallyoperéd better than others.

Investments specifically addressed for investmenfiopmance below their peer group;
style/capitalization consistency; expense rati@gwarage management tenure included:
* PIMCO Real Return- subsequent to the Q1 '09 reVviasrhad strong performance;
» Fidelity Freedom Funds - from 2030 to 2050 laggethe first quarter, but have picked back up
due to Fidelity’s growth bias;
«  Growth Fund of America - fell from 38percentile in Q4’09 to §8percentile in Q1'09;
« American Beacon Large Cap Value Plan - has picked 89" YTD percentile subsequent to
end Q1'09, and outperformed the index in Q1'09;
» UBS Large Cap Equity Fund (IMRIX) returns and rauake revised as follows as of 3/31/09
o 1 yearreturn -40.49% rank 77th percentile
0 3year return -15.83% rank 81st percentile
0 5 year return -5.5% rank 67th percentile.
« Vanguard Mid Cap Index has picked up td'g@rcentile YTD;
* Managers Essex Small-Micro Cap’s sector concenfrati health care impaired performance in
Q4’08 and Q1'09, and has not recovered yet this;yea
« Vanguard Small Cap Index has picked up t8 gércentile since end of Q1'09;
« Dodge & Cox International suffered from a deep eadtrategy in Q4'08, but is at'percentile
YTD.

Generally, though some 1- and 3-year peer rankdngisped in Q4‘08 and Q1'09, 5-year rankings remain
strong enough that no funds were placed on thehaestc

7. Core Menu Addition: Vanguard Emerging Markets Stock Index Fund (VEIEX)

The committee reviewed the Advisor's Manager Seéoclpossible inclusion of asset classes to the cor
investment menu, including: International Index, dfging Markets, REITs, Commodities, and
Sustainable Investments. By committee vote (5worfal not in favor, 1 absent) the Vanguard Emeggin
Markets Stock Index Fund (VEIEX) was approved fddidon to the core investment menu. The
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Advisor will initiate work with Fidelity to placehie new fund on the menu. Finalizing the addition is
estimated to require up to 90 days, with VEIEX berw available in September '09.

8. Share Class Cost Reductions
The committee unanimously approved (1 absent) ngawviree funds to lower cost share classes for both
the ORP 401(a) plan and the TDI 403(b) plan. Agsetise current, higher cost share classes will be
automatically transferred to the lower cost shéaeses for the following funds:

*  Metropolitan West Full Return Bond Fund (MWTRX)

American Beacon Large Cap Value Plan (AAGPX)

*  Times Square Mid Cap Growth Premier (TDMPX)
Participants will be notified of the share clasardes by OUS and on their quarterly statements from
Fidelity.

9. Target Retirement Date Freedom Funds

Target retirement date Freedom Funds predominae4@8(b) plan, making up 53% of TDI assets
compared to 23% of ORP assets in the advised nmfeha suite, the Advisor commented the Fidelity
Freedom Funds have done fairly well in comparisompéer group rankings, partially due to Fidelity's
growth bias. Morningstar has refined peer grougsyear increments, tightening up comparisons.

10. ING

The annual interest crediting rate on the ING Statdlue Fund will be 4.04% through 6/30/09, and the
annual fee will remain at 0.91%. ING is preparargupdated fund facts sheet for publication onctiie
branded OUS-Fidelity websitevyvw.mysavingsatwork.com/oys

11. Administration Committee Report (attached)
12. No members of the public attended or provided putdimment.
Future meetings:

November 13, 2009
May 21, 2010
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May 15, 2009
Oregon ORP/Retirement Plans Administration Committee
University
System

Activity Report

Since the November 21, 2008 meeting of the OUS&wrtnt Committee, the Administration Committee
of the Optional Retirement Plan and OUS Retiren@arhmittee has completed the following activities.

Activity

1. The request for an IRS determination letter confignqualified status of the Optional Retirement
Plan was filed on February 2, 2000. The Departroéiireasury acknowledged receipt of the request
March 11, 2009. IRS responses are generally avaitaiween 60 and 145 day after receipt.

2. In February 2009, the new IRS-mandated “Universalilability” notice for the TDI 403(b) Plan was
sent to all 403(b)-eligible employees, bundled atQuickEnroll form with details on how to enroll,
the plan contribution limits, and associated infation. The notice resulted in a 115% increase in
traffic to the TDI plan homepage, and enrollmentwenthan doubled over the previous month (22-
48). The 403(b) providers are coordinating with $td provide additional enrollment support to
participants who were enrolled with default allécas as part of the QuickEnroll process. The notice
and QuickEnroll response form will become an anegoaimunication to OUS employees as required
by the treasury regulations for 403(b) plans.

3. Frozen 403(b) contract providers that have notivedecontributions since October ‘07 have all
responded to OUS’ request to provide a contactdordination of loans, hardship withdrawals, and
distributions. Acknowledgement of “in plan” status described in Rev Proc 2007-71, is complete
for 11 providers. One frozen provider — Fidelitydstments -will enter into a separate recordkeeping
agreement, as approved by counsel. Three (3) mvid the American Funds, Nationwide Life
Insurance and Standard Insurance - are in dialaggheOUS to reach final agreements.

4. TIAA-CREF and VALIC presented annual reports to #h@ministration Committee for all OUS
accounts and plans in February ‘09 and April ‘O9pectively. TIAA-CREF has begun work to
decentralize certain participant transaction appiodo campus administrators, with an expected
September ‘09 go live date. No other actions reguidased on provider reports.

Notices

1. The interest rate for loans through TDI:ous (Figé¢hvill be 4.25% (prime plus one) from 6/1/09
through 11/30/09.

2. ORP Contribution rates will change effective July@09 as follows:

ORP Tier One Employer Contribution 11.89%
ORP Tier Two Employer Contribution 11.89%
ORP Tier Three Employer Contribution: 5.89%
Employee Contribution, all tiers: 6.00%
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