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Ann Visalli called the meeting to order at 10:05 a.m.
Minutes from the April 9, 2008 meeting were approved as presented.
Peter Mahoney was introduced to the DCIP board members and others in attendance.
Peter Mahoney provided the Business Update and stated that Fidelity’s three objectives are new account growth, successful marketing campaigns, and enhancing the customer experience.  Mr. Mahoney referred to the second annual College Savings Indicator Survey results which stated that Delaware families are on track to meet 19% of college costs.  Mr. Mahoney responded that 62% of Delaware parents, according to the survey, state that day to day expenses are making it difficult to save more for college and that 32% of these parents have decreased the amount they are saving, or have stopped saving completely for their children’s college education.  More Delaware parents, 71% in 2008 vs. 38% in 2007, are planning to rely on student loans to help fund expenses. 

Maureen Laffey asked Fidelity for the source of this information, in which Peter Mahoney replied that the information came from data from Fidelity’s Plans and states with a majority of children age 18 years and younger. 
Peter Mahoney also stated that according to the survey, 25% of Delaware parents are investing in a dedicated college savings account, like a 529 plan and 58% of these parents are investing more strategically. Mr. Mahoney stated that  the net sales and new accounts for the first half of 2008 although inline with the industry are short of Fidelity’s goals. 
Ann Visalli asked Fidelity how these numbers compare with their competitors. Joe Ciccariello responded that Fidelity and Vanguard are maintaining or increasing market share and American Funds is heading the advisor sold plans.
Peter Mahoney stated that the flow of contributions are slightly shifting to index funds and more conservative vehicles. 
Fidelity’s online marketing campaign for the first half of the year was successful. The click through rates for the ads was two times the industry benchmark.   In addition, 90% of new money was primarily generated by Google searches.
To enhance the customer experience, Fidelity established a new group of college planning representatives consisting of 60 representatives in Jacksonville, FL and Covington, KY.

Elio Battista asked Fidelity if they have Spanish speaking phone representatives in which Joe Ciccariello responded that some of their phone representatives can speak Spanish.  Mr. Ciccariello also responded that the current fact kit is only available in English. 

Ann Visalli asked Fidelity if there are Spanish speaking representatives at the Wilmington Investor Center in which Mike Pizzitola responded no.  Ann Visalli noted that this has been a challenge for years and inhibits our ability to actively market the Plan to the Hispanic community.  Peter Mahoney stated that Fidelity is working on an online tutorial in Spanish. 
Mike Pizzitola shared some upcoming events that the Investor Center was participating in such as CPA continuing education classes, Light the Night and the University of Delaware Football Game. 
Andrew Dierdorf provided the Investment Update as of June 30, 2008.  Mr. Dierdorf provided a brief summary of the recent economic events since the collapse of Bear Sterns.  
Jack Markell asked Fidelity what the biggest risks are to the Plan.  Mr. Dierdorf stated that they are the money market funds and that 20-30 million dollars of the Plan’s assets are invested in these funds.  

Andrew Dierdorf provided a summary of the performance of the asset classes and stated that 2008 was a tough year for stocks and that they have only gotten worse since June 30.  This is reflective in the performance of the funds as the more conservative funds have fared better than the more aggressive funds. 
Fidelity mentioned that a huge challenge is to prevent participants from moving their money because of what they hear on the news.  Fidelity reiterated that this is a time to stay the course and to be disciplined.  These funds are designed to weather the storm and investment changes should not be carried out in an emotional state of mind. 

Andrew Dierdorf continued with the investment review stating that active portfolios outperformed their benchmark and outperformed the index funds for the last three months.  
The Fidelity bond funds are a current area of weakness as they had exposure in the sub-prime and credit markets.  Mr. Dierdorf stated that a systematic investor’s returns overtime outperformed a lump sum investor’s.  
Mr. Dierdorf stated that the domestic equity for active age based portfolios is underweight in financials and overweight in information technology.  Fidelity’s recent fund changes were to share up the section weights.  

Jack Markell asked Mr. Dierdorf his opinion of the overall market performance of the last quarter.  Mr. Dierdorf stated that on a scale of 1-10, he believed it to be a 3 because of the uncertainty in the housing market and the government buying bad debt.
Santosh Viswanathan asked what Fidelity’s exposure is to CD’s in which Andrew  Dierdorf responded that it is very limited and that there is no exposure in bonds or mutual funds. 

Jack Markell asked Fidelity if its managers are getting any direction during this turbulent time in which Andrew Dierdorf replied that the managers are responsible for the same performance as in the past.  

Jack Markell asked Fidelity what the exposure is to AIG and Lehman Brothers for the funds in the Plan.  Andrew Dierdorf responded that there is some exposure to AIG in the equity funds. 

Ann indicated to Fidelity that she would like to see a “Q & A” prepared for plan sponsors to respond to participant questions.  Joe Ciccariello stated that he would follow up on this. 

Santosh Viswanathan asked Fidelity if they have seen a significant increase in liquidations out of the 529 Plan.  Joe Ciccariello responded that he hasn’t seen this take place in today’s economy.
There being no further business, the meeting was adjourned at 11:00 a.m. 

Respectfully Submitted,

Karin Gotcher

Administrative Secretary

