
Year 2003-04

UNIVERSITY OF MINNESOTA

BOARD OF REGENTS

Finance and Operations Committee

February 12, 2004

 

A meeting of the Finance and Operations Committee of the Board of Regents was held on Thursday, February 12,
2004 at 9:45 a.m. in the East Committee Room, 600 McNamara Alumni Center.

Regents present:   William Hogan, presiding; Anthony Baraga, Dallas Bohnsack, John Frobenius, and Maureen Reed.  

Staff present: Senior Vice President Frank Cerra; Executive Director Ann Cieslak; Associate Vice Presidents Gail Klatt,
Stuart Mason, Richard Pfutzenreuter, and Michael Volna.

Student Representatives present: Travis Amiot and Joshua Colburn.

FINANCIAL REPORTING - PART I

Associate Vice President Pfutzenreuter presented an overview of current financial reports prepared to assist the Board
of Regents in meeting financial oversight responsibilities.   A copy of the presentation is on file in the Board Office.

Pfutzenreuter reviewed the inventory, schedule, and focus of reports currently provided to the committee related to
three major areas: invested assets; capital financing and bonded debt; and financial management and budget. A self-
assessment of the quality of the reports indicates that invested assets and capital financing and bonded debt reports are
adequate; budget reporting needs improvement.   He provided a number of potential enhancements.  

Committee members suggested that quarterly reports comparing the institution's financial data against benchmarks and
projections would be beneficial.

Pfutzenreuter will present historical and current budget data and discuss financial projections at a future meeting of the
committee.

              BOARD OF REGENTS POLICY REVIEW

Associate Vice Presidents Pfutzenreuter and Mason presented proposed revisions to three Board of Regents policies as
part of the Board's comprehensive policy review process.   Proposed amendments include changes to reflect current
practice, clarify definitions, and ensure compliance with Board of Regents Policy: Reservation and Delegation of
Authority .

•  Board of Regents Policy:   Investment Transactions

Mason stated that this policy authorizes the Office of Asset Management (OAM) to deal in securities and engage
investment advisors. Mason described one proposed change, noting that it would authorize the OAM to work with
brokers when buying and selling securities for Temporary Investment Pool funds, but does not change the authority
the Board of Regents has to invest endowment funds.



In response to a concern regarding inclusion of "emerging" investment management firms, Mason highlighted the desire
within the institution to give equal opportunity to investment management firms that are minority-owned or women-
owned, or those that are more newly formed.   He added that the administration seeks the best overall mix of firms
with a history of success in investments.

•  Board of Regents Policy:   Endowment Fund

Mason explained that this policy sets the specific strategic asset allocations for the investment of endowment funds,
and sets forth the objectives of the endowment.   He reported that the definition of alternative investments has been
updated and expanded.

In response to a question, Mason clarified the institution's investment in hedge funds, noting that those investments are
in stable funds with predictable outcomes. He added that the term hedge funds is a generic one covering investments
that employ use of purchasing a long position and short position to accomplish a different set of yield characteristics
with lower volatility. A lengthy discussion ensued.   Mason stated that while there are examples of institutions
employing hedge fund strategies very effectively in all types of markets, the administration is not proposing this
institution do so at this time.  

In response to a comment, Pfutzenreuter stated that the Board of Regents Policy: Board Operations and Agenda
Guidelines requires the administration to present an annual evaluation of the performance of investment funds.   If
desired, the requirement could be incorporated into this policy.

•  Board of Regents Policy:   Investment of Reserves

Mason reported that this policy governs the investment of short-term and long-term reserves; no significant changes to
the policy are suggested.  

The amendments to the policies will be presented for action at a future meeting of the committee. 
 

         ANNUAL INSURANCE & RISK MANAGEMENT REPORT

Associate Vice Presidents Pfutzenreuter and Volna presented the Annual Insurance and Risk Management Report for
the fiscal year end June 30, 2003.   Volna introduced Cary Jones, Director of Risk Management and Insurance. A copy
of the report and presentation are on file in the Board Office.

Volna reported that the University's total cost of insurance for FY2003 was $9.7 million, compared with $7.7 million
for the prior fiscal year. The increase was due primarily to commercially purchased property insurance.   Self-
insurance costs such as workers' compensation and professional liability costs have remained stable over the past five
years. Volna briefly discussed the savings of an estimated $12 million in liability insurance premiums and loss expenses
by utilizing self-insurance through RUMINCO, Ltd.   This represents a savings of approximately 49% over
commercially purchased insurance.

CONSENT REPORT

A motion was made and seconded to recommend approval of the Consent Report as detailed in the docket materials,
and including:

Purchase of Goods and Services Over $250,000

•  To Automotive Rentals, Inc., for $5,500,000 to renew a lease of vehicles
as needed for the period December 1, 2003 through November 30, 2006 for the Fleet Services department.
  



•  To Hines Interests Limited Partnership for an amount not to exceed $335,000 to assist in the
development of a long-range clinical campus plan for the University of Minnesota, its Academic Health
Center, University of Minnesota Physicians, and Fairview Health Services. 

•  To Huron Consulting Group for an amended total of $389,000 for consulting services needed to
complete a University-wide project to develop an implement a web-based effort reporting system.   

•  To IBM for $1,024,000 to purchase four 4-processor pSeries 655 nodes each with 1.7 GHz or faster
Power4 processors and 8 GB of memory, eleven 8-processor pSeries 655 nodes each with 1.7 GHz or
faster Power4 processors and 16 GB of memory, and AIX operating system, CSM, GPFS, IBM C, C**
and FORTRAN compliers, scientific libraries, LoadLeveler, all connecting hardware and a combination of
warranty and hardware support for two years. 

•  To IKON Office Solutions, Inc. for $750,000 ($250,000 annual) for monthly copier maintenance
offered to all University departments on all campuses for the period January 1, 2004 through December
31, 2006 for Office Equipment Services. 

•  To James River Technical, Inc., for $950,000 to purchase eight 16-processor SGI Opus systems with
2 GB of memory per processor, all applicable connecting hardware, CFXS for the entire system, and
warranty and hardware support for two years that will upgrade and expand the Supercomputing
Institute's existing SGI Altix system from its current configuration to one 48-processor Altix, a 4-
processor Altix and a TP9400. 

•  To Learfield Communications for the Department of Intercollegiate Athletics for its marketing and sales
rights for the period January 20, 2004 to June 30, 2007. Learfield Communications will furnish
marketing and sales expertise, as well as financial guarantees and revenue opportunities to the
Department of Intercollegiate Athletics through an established marketing and sales rights contract. 

•  To Thermo Electron Corporation for $309,461 for the purchase of a stable isotope ratio monitoring
mass spectrometry system to measure the carbon, hydrogen, oxygen, nitrogen, and sulfur isotopic
composition of natural samples for biogeochemical research at the Large Lakes
Observatory at the Duluth Campus. 

•  To Watson Whatt & Company (Watson Wyatt Worldwide), to purchase data warehouse services for
the UPlan for the period January 1, 2003 to December 31, 2005, for an estimated $260,000.

The committee voted unanimously to recommend approval of the Consent Report, with the provision that any proposed
contract extensions for the Department of Intercollegiate Athletics and Learfield Communications are brought to the
Board of Regents for approval.  

                 INFORMATION ITEMS

  Associate Vice President Pfutzenreuter referred the committee to three information items as detailed in the docket
materials:

•  Semi-Annual Economic Development Report;

•  Annual Report on Central Reserves;

•  Emergency Purchase.

Pfutzenreuter introduced D. Craig Taylor, Director of the Office for Business and Community Economic Development,
to present the Small Business Report for the period July 2002 to June 2003.   The report provides a statistical overview
of the University's expenditures with small, women, minority and disabled-owned businesses and indicates the
University's total construction and purchasing expenditures with targeted businesses declined markedly in 2003.   The
committee requested that the administration explore options within state law to increase expenditures with targeted



businesses.

The meeting adjourned at 11:45 a.m.

                 

ANN D. CIESLAK

Executive Director and

Corporate Secretary


