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Executive Summary

Compared to the 2007 fiscal year, 2008 was relatively calmer for retirement programs, following
the completion of the discontinuance of TIAA CREF as an ongoing investment provider, which
was effective July 1, 2007. In conjunction with that effort, six new funds were added to the
Faculty Retirement Plan and a request for proposal (RFP) was completed to search for a new
general account offering to replace the TIAA Traditional Annuity. Unrelated to the
discontinuance of TIAA CREF, but also effective July 1, 2007, was the elimination of the waiting
period for assistant professors and instructors, who had previously had two- and three-year
waits, respectively.

Consultation on the Health Care Savings Plan (HCSP) continued during the 2008 fiscal year, with
the LELS police officers joining as a participating group in May. This group will also begin
contributing 1% of salary to the HCSP each pay period in January of 2009. The Civil Service
Committee recommended to administration that all civil service employees who leave University
service with 10 or more years of service and 200 or more hours of vacation have their vacation
paid to the HCSP rather than paid in cash. The administration approved the recommendation
and contributions for civil service employees will begin according to this formula effective
August 1, 2008. Faculty and Professional and Administrative employees continue to discuss
which formula, if any, makes sense for their respective groups.

Retirement rates remained relative stable during the year, ranging from one to almost two
percent of active population, though these figures are expected to increase in the coming fiscal
year with the introduction of the Retirement Incentive Option (RIO) program in mid-May. The
Board of Regents approved RIO at the May 8/9, 2008 meeting, and it was generally offered to
retirement- and benefits-eligible faculty and staff between May 25 and September 26, 2008.
Participants receive up to 36 months of medical and dental subsidy following retirement and
must retire from the University no later than the last day of the 2009 fiscal year.

Financially, contributions to retirement programs exceeded $103 million, or over 22% of the total
budget for employee benefits. These contributions increased approximately 13% over last year,
due in part to salary increases during the year, and in part to the required increase in
contribution rates to the Minnesota State Retirement System (MSRS) for civil service and
bargaining unit staff. Overall returnsint h e Un i wefinesl cohtsibution plans were
negative, as the investment markets continued to fall. MSRS was 92.5% funded on an actuarial
basis as of July 1, 2007, though that ratio is anticipated to drop as of July 1, 2008, due in part to the
poor performance of the investment markets. Also anticipated to impact the future funding levels
in the MSRS active plan is the pending merger of the Post Fund with the active plan. Legislation
passed in early 2008 called for the merger of Post Fund assets with active fund assets if the Post
Fund fell below 80% funding. As of June 30, 2008, the Post Fund was 79.7% funded, triggering
the merger, which will occur effective June 30, 2009.

Employee Benefits continues to seek ways to enhance cost-effective benefit programs for its
faculty and staff, directly tying its efforts to the
worl d's top three public research institutions.



Key 2007-2008 Accomplishments

In the fiscal year ended June 30, 2008, several significant accomplishments were finalized in
the retirement plan and program area.

1.

Effective July 1, 2007, University retirement plan fiduciaries decided to discontinue
contributions and retirement plan transfers to TLAA-CREF. University administration
made this decision after receiving input over several years from multiple constituents,
including individual faculty and staff participants and representatives of faculty and
staff. Accounts invested at TIAA-CREF as of July 1, 2007, remained invested as directed
by the participants. Only subsequent contributions and transfers were discontinued.

In conjunction with the discontinuance of the TIAA Traditional Annuity, a request for
proposal (RFP) for a new general account product was issued on May 31, 2007, with
responses due by June 29, 2007. The University did not receive any responses to the RFP
request. The Retirement Subcommittee and the Retirement Plan Fiduciary Advisory
Committee continue to discuss the possibility of adding an alternative investment option
in lieu of another general account.

Effective July 1, 2007, the Faculty Retirement Plan was amended to permit immediate
eligibility for assistant professors and instructors. (Professors and associate professors
were already immediately eligible for the plan.) The amendment allowed approximately
300 faculty to enter the plan as of July 1, 2007.

Effective May of 2008, LELS employees who left University service with 10 or more years
of service and 80 or more hours of vacation, began transferring their unused vacation pay
to the Health Care Savings Plan (HCSP). The HCSP is currently administered by the
Minnesota State Retirement System (MSRS). Additional information regarding this
valuable benefit may be found at http://www.msrs.state.mn.us/hcsp/index.htmls.

The Retirement Incentive Option (RIO) was offered to retirement-eligible faculty and
staff. RIO was approved by the Board of Regents at the May 8/9, 2008 meeting and was
generally offered from May 15 to September 26, 2008 for most eligible faculty and staff.
Participants receive up to 36 months of medical and dental subsidy following retirement
and must retire from the University no later than the last day of the 2008-2009 fiscal year.

In June, 2008, most full-time, benefits-eligible faculty and staff were mailed total
compensation statements for the first time. These statements provided a snapshot of cash
compensation, benefits, and applicable tax savings, provided during the 2007 calendar
year. These statements were also available online. The University plans to provide a
version of these statements in the spring of each year, though future versions will likely
be provided online only.

During the 2007-2008 year, the Retirement Fiduciary Plan Advisory Committee
continued to review University retirement plans for improvements. This Committee also
approved a formal Investment Policy for the Faculty Retirement Plan during this fiscal
year and will be presenting it to the Board of Regents in the coming year.


http://www.msrs.state.mn.us/hcsp/index.htmls

Demographic Analysis

During the 2007-2008 fiscal year, 244 faculty and staff retired from the University of Minnesota.
Retirement status at the University is based on one of three criteria:

1. Age 50 with a minimum of 15 years of service;
2. Age 55 or older with a minimum of 5 years of service; or
3. A minimum of 30 years of service at any age.

On average, 2008 retirees were 62 with 25 years of service. They earned approximately $65,031
annually. Retirement rates remained stable across employee groups. Additional retirement data
on the various programs offered by the University is included below in Figure 1. Appendices A
and B contain additional retirement demographic data for the past 3 fiscal years.

Figure 1 i 2007-2008 Retirement Data

2007-2008 Retirements

Non-incented Retirements 124
Phased Retirement 36
Terminal Agreement 8

Layoff Severance 36
Non Renewals 8

Retirement Incentive Option 32
Total 244

Financial Analysis

The University of Minnesota sponsored or contributed to thirteen retirement plans and programs
for its faculty and staff in the fiscal year ending June 30, 2008 (Appendix C). University
contributions to these plans during the year exceeded $103 million, or more than 22 percent of
total employee benefit costs for the period. The University offers its faculty and staff a mix of
defined contribution and defined benefit plans and programs, with substantially all full-time
employees participating in one of several mandatory plans. Voluntary pre-tax savings plans are
available to all employees paid on a regular basis.

Defined Benefit Plans

Defined benefit (DB) plans pay a certain monthly benefit at retirement, generally calculated using

a percentage of compensation multiplied by years of service. For example, the Minnesota State

Retirement System (MSRS) pays retirees a monthly benefit equal to 1.7% multiplied by the
participant’s average monthly compensrmtej on during hi ¢
multiplied bythepar t i ci pant ' s Fpreaares engployesveith 35iyeare of service

and a starting salary of $50,000, MSRS pays a monthly benefit of approximately 56% of the

empl oyee’s final mont hl y s aly&ifown asthelplanm'ss pree gleadc eament s
ratio. Because a DB plan defines the benefit, not the funding level, risk is born by those entities

responsible for funding the plan. As employers and employees share the funding requirements

for MSRS, they similarly share the risk that contribution levels will need to increase in the future

to cover benefits payable.



The July 1, 2007, MSRS valuation indicates that the contributions, made as of that date, total 8.5%.
In addition, based on actuarial values, assets as of 7/1/07 are anticipated to fund approximately
92.5% of promised benefits. By July 1, 2010, University and Employee contributions will each
increase by more than $3.5 million annually. It should be noted that these increases do not
increase benefits, but maintain them at existing levels.

Figure 2 i’ Scheduled MSRS Contribution Rate Increases

Employee University Total
July 1, 2007 4.25% 4.25% 8.50%
July 1, 2008 4.50% 4.50% 9.00%
July 1, 2009 4.75% 4.75% 9.50%
July 1, 2010 5.00% 5.00% 10.00%

MSRS is the largest DB plan at the University, covering over 9,400 civil service and collectively
bargained employees. The MSRS replacement ratio is identical to that of the defined benefit plans
of fered by tsbhlgenchhmik publicsntiiey. Required contribution rates, however,
are higher, as detailed below. In addition, the 6.0% and 6.5% PERA contribution rates below are
scheduled to increase each January 1 from 2007 through 2010, ending in an employee
contribution rate of 6.0% and an employer contribution rate of 7.0% as of January 1, 2010. Again,
these contribution increases do not increase benefits, only maintain them.

Figure 3 i’ Defined Benefit Benchmarks

Current Current Estimated
Percentage | Employee Employer | Replacement
of Pay Contribution | Contribution Ratio
University of Minnesota 1.7% 4.5% 4.5% 56%
State of Minnesota 1.7% 4.5% 4.5% 56%
Ramsey County 1.7% 6.0% 6.5% 56%
Hennepin County 1.7% 6.0% 6.5% 56%
City of Minneapolis 1.7% 6.0% 6.5% 56%
City of St. Paul 1.7% 6.0% 6.5% 56%

Defined Contribution Plans

Defined contribution (DC) plans do not promise a benefit at retirement. Instead, DC plans

promise a certain contribution level, which is generally invested accordingto t he parti ci pant s
direction. As a result, the participants, rather than the employer, bear the risk that their

investments will not result in adequate retirement income.

Faculty Retirement Plan (FRP)

As of June 30, 2008, FRP assets totaled over $2.4 billion, with annual contributions of over $136

million. Employees contribute 2.5% of salary, with the University contributing an additional 13%

of salary, which is deposited ainstructiodsieatlgpat o t he empl o)
period. The plan offers 27 investment funds from Securian Retirement Services, TTAA-CREF,

Fidelity, and Vanguard. Securian holds the majority of FRP funds, with 47% of total assets

invested in Securian/Minnesota Life products. Vanguard follows with 31% of total assets. TIAA-
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CREF and Fidelity trail with 16% and 6%, respectively. The investment funds with the largest
asset base as of June 30, 2008 are listed in Figure 4 below. Details on the best- and worst-
performing investment funds in the FRP are included in Appendix D.

Figure 4 i Top 3 FRP Funds by Assets Invested as of June 30, 2008

FRP Assets Invested
Investment Fund 06/30/08
Minnesota Life General Account Limited * $675,985,795.65
Minnesota Life General Account* $255,791,999.69
Vanguard Institutional Index $223,447,588.49

*Additional information regarding the company credit ratings and fund size of the insurance
company general accounts is included in Appendix E.

The FRP, covering over 6,700 faculty and professional and administrative (P&A) staff, is the
largest DC plan at the University of Minnesota. Most of the other Top 10 Public Research
Universities have defined benefit plans, making comparisons difficult. The other defined
contribution plans, however, generally have higher replacement ratios and higher contribution

rates as shown in Figure 5, below.

Figure 5 i’ Defined Contribution Benchmarks

Estimated
Employee Employer Replacement

Contribution | Contribution Ratio
University of Minnesota 2.5% 13.0% 60%
University of Florida (DB Plan) N/A N/A N/A
University of Illinois 8.0% 7.6% 61%
University of Michigan 5.0% 10.0% 59%
Ohio State University (DB Plan) N/A N/A N/A
Penn State University (DB Plan) N/A N/A N/A
University of Texas (DB Plan) N/A N/A N/A
University of California Berkeley N/A N/A N/A
(DB Plan)
University of California Los Angeles N/A N/A N/A
(DB Plan)
University of Washington Seattle 5%-10% 5%-10% 78% max
University of Wisconsin (DB Plan) N/A N/A N/A

Optional Retirement Plan (ORP)

As of June 30, 2008, ORP assets totaled over $800 million, with 5,000 full- and part-time
employees contributing $41 million annually. Employees may contribute a minimum of $200
annually up to 100% of compensation. The maximum contribution for employees under age 50 in
2008 is $15,500. The maximum contribution for employees age 50 and over in 2008 is $20,500. The
University may make discretionary contributions for select staff, based on employment contracts.
Only nine such contributions were made for the 2007-2008 fiscal year. The plan offers over 300
investment funds from Securian Retirement Services (Minnesota Life), Fidelity, Scudder, and
Vanguard. Some additional funds are invested at T Rowe Price, though T Rowe accounts have
been closed to new contributions since the early 1990s. TIAA-CREF funds were closed to new
contributions and transfers as of July 1, 2007. The investment providers and funds with the
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largest asset base as of June 30, 2008, are listed in Figures 6 and 7 below. Details on the best- and
worst-performing investment funds in the ORP are included in Appendix F.

Figure 6 i ORP Assets by Investment Provider as of June 30, 2008

ORP Assets Invested
Investment Provider 06/30/08
Fidelity Investments 36%
Securian Retirement Services (Minnesota Life) 30%
The Vanguard Group 19%
TIAA-CREF 12%
Scudder Investments 3%
T Rowe Price 0%

Figure 7 i’ Top 3 ORP Funds by Assets Invested as of June 30, 2008

Investment Fund ORP Assets Invested
06/30/08
Minnesota Life General Account Limited* $124,395,135.67
Minnesota Life General Account * $51,567,169.09
Fidelity Contrafund $46,712,581.83

*Additional information regarding the company credit ratings and fund size of the insurance
company general accounts is included in Appendix E.

457 Deferred Compensation Plan (457 Plan)

As of June 30, 2008, 457 Plan assets totaled over $54 million, with over 750 full- and part-time
employees contributing over $10 million annually. This plan is significantly smaller than the ORP
because it has only been available since 2002. Employees contribute any amount up to 100% of
compensation annually. The maximum contribution for employees under age 62 or over age 64 in
2008 is $15,500. Additional contributions are available for those who are age 62, 63 or 64 in 2008.
These contribution limits are in addition to those contributions permitted to the ORP.
Contributions to the ORP and 457 plans are not mutually exclusive — that is, an employee may
contribute to both plans at the same time.

The plan offers over 250 investment funds from Securian Retirement Services, Fidelity, and
Vanguard. TIAA-CREF funds were closed to contributions and transfers as of July 1, 2007. Unlike
the ORP, Scudder elected not to participate in the 457 Plan. In addition, the General Account and
the TIAA Traditional Annuity (RA) are not available in the 457 Plan. The investment providers
and funds with the largest asset base as of June 30, 2008, are listed in Figures 8 and 9 below.
Details on the best- and worst-performing investment funds in the 457 Plan are included in
Appendix G.

Figure 8i" 457 Plan Assets by Investment Provider as of June 30, 2008

457 Assets Invested
Investment Provider 06/30/08
The Vanguard Group 43%
Fidelity Investments 22%
TIAA-CREF 16%
Securian Retirement Services (Minnesota Life) 19%
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Figure 9 i Top 3 457 Plan Funds by Assets Invested as of June 30, 2008

457 Assets Invested
Investment Fund 06/30/08
Minnesota Life General Account Limited* $6,194,388.12
TIAA Traditional Annuity* $3,492,720.08
CREF Stock $2,117,584.08

*Additional information regarding the company credit ratings and fund size of the insurance
company general accounts is included in Appendix E.

Communications and Educational Resources

In the 2007-2008 fiscal year, Employee Benefits staff offered 64 informational sessions on
retirement topics to University faculty and staff. In addition to twelve New Employee
Orientation sessions and three full days of Benefits Fairs in St. Paul, Minneapolis, and Duluth, 52

retirement-specific seminars were offered on campus, as shown below in Figure 10.

Figure 10 i Retirement Seminars Provided to Faculty and Staff

Number of Sessions
Offered

Target Audience

Faculty Retirement Plan
(FRP) Enrollment Seminars

24
(biweekly, year-round)

Faculty and professional
and administrative staff
newly eligible for the FRP

Voluntary Retirement Plan
Seminars

12
(monthly, year-round)

Any faculty and staff
interested in more
information on the Optional
Retirement Plan and 457
Deferred Compensation
Plan

Pre-Retirement Seminars

3
(March/April 2008)

Faculty and staff age 55 or
over, including spouses and
partners

Basics of Investing/Savings
and Investing

4
(quarterly, year-round)

Any faculty and staff
interested in basic
investment principles

Brown Bag Investing 4 Any faculty and staff
Seminars (February 2008) interested in the seminar
topics presented by ORP
investment managers
Total 52

The Pre-Retirement Seminars are popular offerings each spring, with over 400 attendees in 2008.
(All active faculty and staff over the age of 55 are invited to these seminars, as well as spouses or

partners.) Topics included not only specifics regarding the Univers i t y ' s

retirement benefits, but also sessions on Social Security and Medicare, retiree medical and dental

insurance and anticipated lifestyle changes in retirement.

mandatory



Optional Retirement Plan investment managers offer the Brown Bag Investing Seminars in the
Donhowe Building over the lunch hour each spring. In February 2008, Securian Retirement
Services, Vanguard, and Fidelity participated. Topics included: Getting Ahead: How to Reduce
Debt and Build Wealth, A Per specti ve o0n ndBodtfalio DiversHication Guilgt a a
Portfolio for Any Weather. These sessions, as all seminars, are offered free of charge to faculty

and staff. In addition to formal presentations, Benefits Counselors were available throughout the
year for individual meetings and retirement planning sessions.

In addition to seminar and individual meeting efforts throughout the year, Employee Benefits
provides significant information via both printed materials and the Employee Benefits Web site.
The Web site includes not only plan information and links to the investment provider Web sites,
but also investment return reporting and fund listings, which are updated each quarter. The Web
site, at www.umn.edu/ohr/benefits, continues to be the best resource for quick information on
University retirement plans and programs.

Future Projects and Planning

Employee Benefits, in conjunction with various administrative and employee groups, has the
following projects proposed for upcoming years.

1. In the last half of 2007 and into 2008, Employee Benefits worked with internal and external
counsel to review and restate existing plan documents to comply with new federal law. The
Faculty Retirement Plan, Optional Retirement Plan and 457 Deferred Compensation Plan
have been reviewed. The restated plan documents will be submitted to the Internal Revenue
Service for tax-qualification by December 31, 2008, prior to the required effective date of
January 31, 2009.

2. The Retirement Subcommittee has requested the addition of the Roth 403(b) option in the
Optional Retirement Plan. The administration is reviewing the request and a response is
expected by the end of the upcoming fiscal year.

3. The Retirement Subcommittee requested the addition of nine Retirement Target Date funds
in the Faculty Retirement Plan. These funds will be made available as of September 1, 2008.
The target date retirement funds will also replace the Vanguard Money Market fund as the
default fund for new enrollees.

4. Total Compensation Statements are expected to become an annual event, with the next
statements available online in the spring of 2009.

5. Effective August 1, 2008, Civil Service employees who leave University service with 10 or
more years of service and 200 or more hours of vacation will begin transferring their unused
vacation pay to the Health Care Savings Plan (HCSP). Effective January 1, 2009, LELS police
officers will contribute 1% of pay to the HCSP each payday. Currently, the Faculty and
Academic and Professional employees are working together to determine their future
contribution (if any) to the HCSP.

It is anticipated that the work scheduled or underway will continue to maintain and enhance the
attractiveness of the University of Minnesota’ s r et i r samseAny qupstionsgn this report
should be referred to the Employee Benefits at 612-624-9090 or 800-756-2363 (option 2).


http://www.umn.edu/ohr/benefits

Retirement by Program
Non-Incented Retirement
Phased Retirement
Terminal Agreement
Layoff Severance*

Non Renewal*
Retirement Incentive Option
Total

Average Age at Retirement (in years)
Average Salary at Retirement

Average Service at Retirement (in years)

Males
Females

Retirement by Employee Group

Appendix A

07-08 Retirees

Faculty
Average Age at Retirement (in years)
Average Salary at Retirement
Average Service at Retirement (in yrs.)

Professional and Administrative
Average Age at Retirement (in years)
Average Salary at Retirement
Average Service at Retirement (in yrs.)

Civil Service
Average Age at Retirement (in years)
Average Salary at Retirement
Average Service at Retirement (in yrs.)

Collectively Bargained
Average Age at Retirement (in years)
Average Salary at Retirement
Average Service at Retirement (in yrs.)

as a % of
Active 6/30/08
Total 2005-2006  2006-2007 | 2007-2008 Population
578 256 198 124
118 39 43 36
20 5 7 8
77 8 33 36
17 2 7 8
32 0 0 32
842 310 288 244
62 63 62 62
$64,045 $59,892 $68,479 $65,031
24 24 24 25
430 160 155 108
431 150 133 136
229 100 76 53 1.6%
67 68 66 66
$92,089 $81,511 $95,453 $99,303
31 31 30 32
186 71 65 50 1.2%
61 61 59 62
$73,970 $65,658 $82,477 $73,774
18 17 19 19
248 73 91 84 1.8%
61 61 61 60
$52,716 $48,546 $54,251 $55,352
24 24 24 24
179 66 56 57 1.3%
60 61 60 61
$37,479 $33,482 $38,746 $40,209
22 20 23 24

*Though the layoff severance and non-renewal programs are not retirement programs, 311
individuals who qualified for University retirement left under these programs from July 1, 2002

through June 30, 2008.




Retirements by Campus, College or Administrative Unit

Campuses

Phased

Retirement Agreement

Appendix B

07/01/07 i 06/30/08

Terminal Layoff

Non-

Normal

Renewal Retirement

Retirement
Incentive
Option

Total
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Appendix C

Retirement Plans and Programs at the University of Minnesota

Eligible FY 07-08 FY 07-08
Plan/Program Type* Employee Group Active Employee University
Participation Employees | Contributions | Contributions
on June (millions) (millions)
30, 2008
University of Minnesota DC Faculty and Professional 6,700 $15.8 $82.5
Faculty Retirement Plan and Administrative Staff
University of Minnesota DC Substantially all Faculty 20,000+ $41.5 $0.47
Optional Retirement Plan and Staff
University of Minnesota DC Substantially all Faculty 20,000+ $10.5 N/A
Section 457 Deferred and Staff
Compensation Plan
Minnesota State DB Civil Service and 9,400 $17.62 $17.64
Retirement System Represented Bargaining
General Plan Unit Staff
Public Employees DB Law Enforcement Staff 58 $0.35 $0.52
Retirement Association
Civil Service Retirement DB Certain Federal Staff 57 $0.47 $0.31
System
Civil Service Retirement DB Certain Federal Staff 8 $0.01 $0.05
System Offset
Retirement
Federal Employees DB Certain Federal Staff 147 $0.12 $1.10
Retirement System
University of Minnesota DC Select administrators 9 N/A $0.58
415(m) Retirement Plan
Special Retirement Plan DB Former employee only i 0 N/A N/A
of the Board of Regents no current participation
of the University of
Minnesota
Terminal Agreement DC Tenured Faculty and N/A N/A N/A
Programs (Policy) | Continuous Appointment
Academic Professionals
Phased Retirement DC Tenured Faculty and N/A N/A N/A
Program (Policy) | Continuous Appointment
Academic Professionals
University of Minnesota DB Pre-1963 FRP 241 N/A $.39
Supplemental Benefits (Policy) | participants and pre-

Plan

1982 female FRP
annuitants

*DC i1 Defined Contribution Plan
DB i Defined Benefit Plan
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Appendix D

Faculty Retirement Plan Fund Performance as of June 30, 2008

Highest-Performing FRP Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return

1-year Return

Vanguard Inflation-Protected Securities Fund 15.38%

Vanguard GNMA Fund 7.90%

Vanguard Intermediate-Term Investment Grade Fund 5.47%
5-year Return

Vanguard International Value Fund 18.86%

Vanguard Total International Index Fund 18.26%

Vanguard Global Equity Fund 15.67%
10-year Return

Vanguard Global Equity Fund 10.30%

Vanguard PRIMECAP Fund 8.71%

Vanguard International Value Fund 8.07%

Lowest-Performing FRP Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return

1-year Return

Vanguard FTSE Social Index Fund (20.61%)

Vanguard Windsor II Fund (19.79%)

Vanguard Small-Cap Index Fund (14.88%)
5-year Return

Minnesota Life General Account 3.26%

Vanguard Long-Term Investment Grade Fund 3.31%

Vanguard Intermediate-Term Investment Grade Fund 3.46%
10-year Return

Vanguard Growth Index Fund 2.43%

Vanguard Institutional Index Fund 2.87%

Fidelity Asset Manager 70% 3.01%
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Appendix E
Insurance Company General Account Supplemental Information

Insurance company general accounts (Minnesota Life General Account, Minnesota Life General

Account Limited and TIAA Traditional Annuity) are generally the most conservative funds

offered in University retirement plans, and as such, can be less subject to market risk but more

subject to inflation and interest-rate risks. They historically provide investment returns lower

than more volatile investment options. Whi | e t hese accounts promise “guar a

with a minimum 3% return, the promiseis backed sol ely by the institution

and credit quality.

Company Credit Ratings (as of September 25, 2008)

Credit Rating Agency Minnesota Life TIAA-CREF
Standard & P AA- AAA
Moodyds Aa2 Aaa
A. M. Best A+ A++
Fitch AA AAA

University of Minnesota Retirement Plan Holdings as of June 30, 2008

(in millions)

Minnesota Life TIAA-CREF
Faculty Retirement Plan $931.8 $129.5
Optional Retirement Plan $175.9 $36.2
457 Deferred Comp Plan $6.1 $3.5
Total $1,113.8 $169.2
Total Fund Assets $12,000 $198,088
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Appendix F

Optional Retirement Plan Fund Performance as of June 30, 2008

Highest-Performing ORP Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return
1-year Return
Fidelity Select Energy Service Fund 43.24%
Fidelity Select Gold Fund 40.36%
Fidelity Select Natural Resources Fund 38.49%
5-year Return
Fidelity Latin America Fund 46.30%
DWS Latin America Equity Fund 42.37%
Fidelity Select Natural Resources Fund 34.72%
10-year Return
DWS Gold and Precious Metals Fund 21.26%
Vanguard Energy Fund 20.30%
Fidelity Select Natural Gas Fund 19.97%

Lowest-Performing ORP Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return

1-year Return

Fidelity Select Home Finance Fund (56.52%)

Fidelity Select Banking Fund (42.69%)

Fidelity Select Financial Services Fund (39.00%)
5-year Return

Fidelity Select Home Finance Fund (9.54%)

Fidelity Select Banking Fund (3.66%)

Fidelity Ultra Short Bond Fund (0.47%)
10-year Return

Fidelity Select Home Finance Fund (3.71%)

Vanguard US Growth Fund (3.09%)

Fidelity Select Banking Fund (0.89%)
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Appendix G

457 Deferred Compensation Plan Fund Performance as of June 30,

2008

Highest-Performing 457 Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return
1-year Return
Fidelity Select Energy Service Fund 43.24%
Fidelity Select Gold Fund 40.36%
Fidelity Select Natural Resources Fund 38.49%
5-year Return
Fidelity Latin America Fund 46.30%
Fidelity Select Natural Resources Fund 34.72%
Vanguard Energy Fund 34.39%
10-year Return
Vanguard Energy Fund 20.30%
Fidelity Select Natural Gas Fund 19.97%
Fidelity Latin America Fund 19.31%

Lowest-Performing 457 Funds
(Excluding Money Market Funds)

Investment Fund

Annualized Investment

Return

1-year Return

Fidelity Select Home Finance Fund (56.52%)

Fidelity Select Banking Fund (42.69%)

Fidelity Select Financial Services Fund (39.00%)
5-year Return

Fidelity Home Finance Fund (9.54%)

Fidelity Select Banking Fund (3.66%)

Fidelity Ultra Short Bond Fund (0.47%)
10-year Return

Fidelity Select Home Finance Fund (3.71%)

Vanguard US Growth Fund (3.09%)

Fidelity Select Banking Fund (0.89%)
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