College Savings Foundation

Board Meeting 

June 12, 2014

Washington, DC     

Present:  Roger Michaud, Franklin Templeton Investments; Kyla Doyle, Fidelity Investments; Paul Curley, Strategic Insight; Elizabeth Fontaine, MEFA; Nancy Sobin, College Savings Bank; Mary Morris, Virginia College Savings Plan; Chris McGee, Virginia College Savings Plan; Rich Polimeni, Bank of America/Merrill Lynch; Regina Carmon, College Savings Bank; Bill Raynor; OppenheimerFunds; Rich Wolle, Franklin Templeton Investments; Tom Morgan, BlackRock;  Mary Nickeson, Archimedes Systems; Melissa Styles, American Century Investments; Elizabeth Fenner, Ohio Tuition Trust Authority; Paul Paeglis, Ohio Tuition Trust Authority; 
Phone: Arthur Dunn, Boston Financial Data Systems; Deb Smith, John Hancock Investments;  Stefanie Mattson, State Farm; Rachel Biar, Nebraska College Savings Plan; Chris Lynch, TIAA-CREF; Andrea Feirstein, AFK Consulting; George Betzios, Spectra Professional Services; Maria Manotok, Capital Research and Management Company; 
Consultants:  Barbara Pate, Davis & Harman; Randy Hardock, Davis & Harman; Lynthia Romney, Romneycom; Kathy Hamor, College Savings Foundation

Chairman Mary Morris called the meeting to order at 1:00 p.m. EST and welcomed everyone to the Board Meeting.   
Morningstar Presentation:
Kathryn Spica from Morningstar gave a web-based presentation from Morningstar about their 2014 529 Industry Survey and process about how they rate plans.  During the presentation Kathryn mentioned that fees are coming down.  When asked about fees and if they adjust for size of the fund, Kathryn replied that they do not adjust for mutual funds, minimum investments, etc.  Kathryn then stated that this year the survey includes which plan has a dollar based fee.

Following the presentation, there were questions raised by CSF members.  When asked about the Morningstar decision to opt out of rating a plan if the firm was using Morningstar recommended index, the response was that Morningstar did not feel they could be objective about this and to rate any plan that followed this would be a conflict of interest and they did not want to compromise their reputation.  When asked if they would include previous ratings for a state plan (when acknowledging the conflict to the public), Morningstar responded that they currently do not have an archive of research on 529s, but would consider this.
Morningstar was asked about how indices are used/adopted.  The response was that the Ibottson team has developed a series of indices for Morningstar.  It is based on what the team views as the best allocation based on their research, target date, etc.
A copy of the Morningstar presentation was provided to CSF members.

March 2014 Board Meeting Minutes:

The minutes from the Board meeting held on March 4, 2014 in Savannah, GA were approved unanimously.  

Financial Report:
Kyla Doyle gave the financial report.   

She noted that CSF is on track with the budget and that there was a 10% increase in conference revenue.  As CSF transitions the timing on its dues collection (starting in 2015 it will be from January to December each year), we are keeping an eye on income for the second half of the year.   CSF has more than $198,811 on hand.  The Financial Report was approved unanimously by the Board.

Kyla discussed the audit that was conducted on CSF 2013 finances and urged members to review it and contact her or Kathy if they have anything they would like to discuss.
Bylaws Change:

CSF Secretary Bill Raynor described changes to the Bylaws that would merge the Government and Legal and Regulatory Affairs (standing committees in the Bylaws) into one Committee.  This was discussed at the Board meeting in March in Savannah.  The bylaws with the recommended changes were sent to Board members earlier as required.

The Bylaws amendment was adopted and approved unanimously.

Chair Report:

Mary Morris reported that CSF held a strategic thinking session on April 3rd in New York and thanked Roger Michaud for the use of a Franklin Templeton’s subsidiary’s offices and staff who facilitated the session.  The purpose of the session was to review consider the mission of CSF and whether current activities are properly aligned to the mission, or whether the mission needs revision.  A lso considered in reviewing the mission of the organization was its  sustainability into the future 
Attendees were: Mary Morris, Roger Michaud, Kyla Doyle, Chris McGee, Peter Mazareas, Rich Polimeni, Regina Carmon, Scott Hintz, Liz Fontaine, Arthur Dunn, Nancy Sobin, and Kathy Hamor.

Peter Mazareas provided background on the history of the organization.  The group then did a SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis.  There was a review of the mission and priorities of the organization as well.
Key Take Aways:

· Continue legislative and regulatory activities

· Clarify the CSF message and mission
· Communications strategy

· Website revamp

· Retaining and growing membership

· Expand strategic partnerships in the public and private and non-profit sectors
· Identify potential partnerships and stakeholders

Next Steps:

· Establish small groups and task forces to address each of these issues
· Mary asked members to think about this and what issues they would want to work on

Other issues:

· Have regularly scheduled monthly calls for committees and task forces

· Develop tool kits – how can we help members and provide tool kits to increase public awareness

· As chair of the organization, Mary was pleased with the coordinated Hill visits between CSF and CSPN

Legislative, Legal and Regulatory Affairs Committee:

Bill Raynor, Randy Hardock and Barbara Pate discussed legislative activity.  

State Legislation:

Bill Raynor gave the report for state legislative activities. He thanked Nancy Sobin for sending information on legislation in Pennsylvania.  He will review it and get back to the committee on it.  Bill asked that if people are aware of any activities happening in states that they let him or Chris know.  

Barbara and Randy gave the federal legislative report.

Tax Reform: 

House Ways and Means Committee Chair, Dave Camp, came out with his tax reform proposal.  It is probably not going to go anywhere anytime soon.  Chairman Camp is currently looking at expiring provisions; 55 provisions expired at the end of last year.  He has taken a selective group of provisions and plans to make them permanent.  

In the Senate, Senator Ron Wyden is now the Chair and has a bill for extending the expiring provisions for 2 years.  He is laying the groundwork education issues and has scheduled a hearing for June 24th on education provisions.  There is some agreement on consolidation of tax credits.  An issue that may come up during the hearing is children’s savings accounts.

Student Loans:

The Senate failed to advance the Warren bill on student loans.  The bill included a millionaire’s tax.  Barbara mentioned the President’s proposal to limit payments to 10% of annual income.  The focus on student loans elevates the discussion about how much debt is out there.  
HEA Reauthorization:

Liz Fontaine provided an update.  She mentioned that Senator Harkin remains optimistic that a bill will be introduced this summer.

Other Legislative Issues:

Randy Hardock provided information about other pieces of legislation that CSF is following.
H.R. 433 (Jenkins/Kind 529 bill).

Randy provided a chart in the Board materials describing the bill.  It is a low cost bill and during the combined Hill meetings with CSPN, efforts were made to get co-sponsors.  He pointed out that there are some ambiguities with the bill as drafted.  Senator Grassley has indicated that he plans to introduce a similar bill in the Senate and is looking for a democrat to co-sponsor.  CSF needs to decide how and when to address the ambiguities in this bill.  

Center for America’s Progress report
A summary was provided in the Board packets.  Randy recommended that we watch this as this is considered to be President Obama’s think tank.  

Child Savings Accounts
Senator Schumer has been pushing this initiative since 2005.  This is a massive new entitlement and we should look for it to be part of the tax reform debate.  

ABLE Legislation (H.R. 647/S. 313)

This legislation is very popular and both the House and Senate bills and continues to get co-sponsors.  It has 363 co-sponsors in the House and 73 in the Senate.

The bill was scored and has a $19.2 billion loss over 10 years.  The tax piece costs less than $2 billion.  The higher cost is almost all in the final part of the bill that ignores 529 assets in federal needs based programs, i.e. SNAP, etc.  
The bill is currently too expensive to move forward.    The revenue estimate points out that the reason the score is so high is that these accounts can be set up in multiple states.  

CSF submitted a letter to Treasury to provide relief on investment changes.

Bobrow v Commissioner  Tax Court Decision:
Earlier this year the tax court determined that the IRA rollover rule, which limits rollovers to one time per year, applies to all IRAs an account holder may have (and not for each one).  After the decision, Treasury provided a one-year grace period before enforcement, so accounts for 2014 are unaffected.  

Randy explained that because IRA rollover language is so similar to 529 plans and Coverdells, the Tax Court decision arguably could be applied to those types of accounts as well.  The Legislative, Legal and Regulatory Affairs Committee are tasked with reviewing this issue and recommending any next steps for CSF, including perhaps a letter to Treasury asking for guidance.  

Legal and Regulatory Affairs Committee:
Chris McGee provided a written report.
I. MSRB/SEC

a. June 9, 2014: In what they call a significant enhancement to the transparency of municipal bond prices for retail investors, the MSRB launched a new electronic tool to help users more quickly and easily gauge the trade price of a municipal bond. http://emma.msrb.org/TradeData/PriceDiscovery 

b. June 6, 2014: MSRB requested approval from the Securities and Exchange Commission of a proposal to amend MSRB Rule G-3(a) to: (1) limit the scope of permitted activities for a limited representative - investment company and variable contracts products to sales to and purchases from customers of municipal fund securities; (2) eliminate the FINOP classification, qualification and numerical requirements in MSRB Rule G-3(d); (3) clarify in Supplementary Material .01 to Rule G-3 that references to sales includes the solicitation of sales of municipal securities; and (4) make certain technical and clarifying amendments to Rule G-3. These amendments will affect MSRB Rules G-3 (classifications of principals and representatives; numerical requirements; testing; continuing education), G-7 (information concerning associated persons) and G-27 (supervision).  http://www.msrb.org/Rules-and-Interpretations/SEC-Filings/~/media/Files/SEC-Filings/2014/MSRB-2014-04.ashx


c. June 4, 2014: The MSRB will survey registered municipal advisors later this month about their business activities to further inform the development of a professional qualification exam for advisors. The confidential electronic survey will be distributed to the primary regulatory contact at each registered municipal advisor firm on June 17, 2014. The MSRB encourages survey recipients to distribute the survey to other advisors within their firm to ensure the MSRB has as much information as possible about the nature of municipal advisory activities. The survey concludes July 1, 2014. Responses to the survey will help guide the development of a professional qualifications program, including an exam, for municipal advisors.  http://www.msrb.org/News-and-Events/Press-Releases/2014/MSRB-to-Survey-Municipal-Advisors-on-Business-Activities.aspx
d. May 12, 2014: MSRB received approval from the SEC to consolidate municipal securities dealers’ existing fair-pricing obligations into a single rule, facilitating dealer compliance with a fundamental investor protection regulation. This action is part of a larger, multi-year initiative that the MSRB has underway to review and streamline its Rule Book.  The rule changes will take effect July 7, 2014.  http://www.msrb.org/~/media/Files/Regulatory-Notices/Announcements/2014-11.ashx?n=1 

Conference Committee:

Nancy Sobin gave the report.  The CSF 2015 Conference will be held from March 3-5, 2015 at the Intercontinental Steven F. Austin Hotel in Austin, Texas.  The  contract is signed with 90 rooms guaranteed.  The room rate is $239/night.
The theme of the conference is Career Planning and the Role of 529s.  The Committee notes that it is the 10-year anniversary of the CSF Conference
 

Structure:  1 ½ day conference along with a Financial Professional session in the afternoon before the Public session

· A small group will be  working on each of the Financial Professionals and Public sessions

· Overall theme for advisor session – How to build your book of business

· How to approach grandparents

Sponsors:  

· A small group will be working on Sponsorships

 

Potential Conference topics:  

· 529 Landscape (possibly included role of RIAs/distribution trends)

· Employer matching session – either separate or part of the landscape session.  Good to hear from business owner

· Legislative/Regulatory Update

· Career or Labor Economist (Tony Carnavale?)

· Investment Session (Recent trends in asset allocations/product development)

· Millennial generation dynamics  with career planning emphasis  (Marilyn Moats Kennedy or other)

· Speed-dating recap – topical discussion/brainstorming session:  Awareness, Messaging, Myth-busting, Building Advocacy, Driving asset growth, other strategic topics

Accreditation

· It was decided that CSF would only accredit the financial professionals session and reach out to IMCA and the Certified Financial Planning Board to seek accreditation for the session and ask for assistance to reach out to professionals in the area.  The smaller group working on this will also consider accreditation for other professions such as attorneys and accountants. 
Graphic Services:

Virginia529 is checking to see if they can provide this for the conference.  MEFA will provide this for the Financial Professional and Public session and State Farm will augment/support efforts as well.
Save the Date

· Emails to be sent on a regular basis and a notice has been posted on the CSF website.
Membership Committee Report: 

Rich Polimeni  gave the membership committee report.  Rich mentioned that he, Vivian and other CSF Board members have been reaching out to attendees of the conference who are not members.  He announced that CSF has a new member: Spectra Professional Services.  Gift of College has indicated that he will join and ING has also indicated that they will join.  There have been active conversations with Legg Mason about joining CSF.

Data Committee:

Rich Wolle introduced Paul Curley who described what data is being collected currently, what is being done with the information and how the MSRB G-45 rule would interact with CSF’s data efforts.  Rich also asked for interested CSF members to volunteer to work on the committee.  He asked people for input on data collection and reporting.
Paul Curley reviewed what data is collected, analyzed and distributed.  A unique factor of what CSF does with its data is it takes a deeper dive into the data than what is collected elsewhere.  Kathy will send out an email to CSF members to see which members want to serve on the committee.
Media Report: 

Roger Michaud and Lynthia Romney provided the update on CSF media efforts.   The goal continues to be to position CSF as a trusted resource on issues of college savings and financing, with an emphasis on the benefits of 529s as a superior product enabling American middle class families to save for their children’s college education.   Since the Board report in March, we have been conducting media outreach and developing key relationships.
Conference - Media not previously reported:

Parents Forum “triple header,” achieving coverage by all three main networks.  Conducted onsite broadcast interviews including Mary Morris, Mitch Seabaugh, Martha Savery, John Hupalo: 

· NBC affiliate WSAV-TV which ran Wednesday and Thursday.

· ABC affiliate WJCL-TV (also Fox affiliate WTGS) ran story on 11 o’clock news.

· CBS affiliate WTOC-TV ran live coverage at 5:30 pm and larger story at 11 o’clock. 

How Youth Plan to Fund College Survey:

Created press release summarizing key findings of 2014 How Youth Plan to Fund College Survey.  

· Issued two surveys to ensure alignment of data.

· Drafted talking points for media interviews.

CSF created Executive Summary featuring charts and graphs of the highlights of the survey.  Also we distributed the press release to CSF media list and via PR Newswire( 224 postings).  Media consultant, Lynthia Romney, conducted intensive telephone and email outreach.  This resulted in:
· Interview for syndicated columnist Steve Rosen of Kansas City Star that resulted in positive, full column on survey. 

· Surfaced opportunity with CNN and working to line up a family as an example.

· Surfaced opportunity for ratings-sweep feature at NBC Charlottesville and working to line up a family.

· Tim Grant of Pittsburgh Post-Gazette expressed interest in vocational school angle. Provided him with fresh quote from Mary Morris and links to cost comparison statistics from client.

· Outreach also generated conversations with NPR, Financial Advisor, Investors Business Daily and others.

There was an interview for Mary Morris with Money on investment trends of grandparents, including data from Youth survey.   The Inquiry followed outreach about Youth survey.
Ongoing media:

U.S. News & World Report: 2 stories quoted Roger Michaud – one extensively on legislation affecting 529s – and one on state tax deductions.  One story quoted Peter Mazareas on managing costs of graduate school.

Quarterly Data Press Releases:

Created and distributed 4Q 2013 and 1Q 2104 CSF Member Data press releases. Used new format with shorter, bulleted versions to media and links to website with more information and charts.

· Mary Morris’ quote from press release was included in CNN Money story wrap-up.

Other:

We worked with Marketing Task Force to leverage findings of Youth survey through social media and provided several versions of pull-out charts for their use in social media.  Since the Board report in December, CSF has been conducting media outreach and developing key relationships.  It is interesting to note that there is an integration of what the media is looking at these days – savings, loans, finance.
Lynthia noted that the media is looking for families.  Mary Morris noted that Virginia529 are using contests to get stories about families and currently has a database of about 500 families.  When asked if she could share the rules for the contest, Mary mentioned that she would provide them to Kathy who would send them out to CSF members.
Marketing Task Force:
Co-Chair Regina Carmon gave the report.  Regina noted that with regard to social media, we are making headway with new fans.  The next effort will include putting infographics out about student loans and career colleges (results from the CSF youth survey).  

Regina reported that, unfortunately, efforts to have a Google Doodle for 529 day in May was not successful and thanked everyone for their efforts in that regard.
One of the projects that the task force would like to undertake is to conduct a survey of advisors about using 529 plans for their clients.  The survey would be conducted and shared with CSF members.  This was well-received and the Task Force will start looking into it.  Kathy will reach out to CSF members to ask if there are volunteers to serve on the Task Force.  
Administrative Issues Task Force:

Arthur Dunn gave the report and stated that there is currently no update.  He plans to reach out to Task Force members soon.

 The meeting was adjourned at 4:00 p.m. 

