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A meeting of the Finance & Operations Committee of the Board of Regents was held on Thursday, October 11, 2001, at
10:00 a.m. in the East Committee Room, 600 McNamara Alumni Center.

Regents present: Michael O’Keefe, presiding; Anthony Baraga, Frank Berman, Jean Keffeler, H. Bryan Neel, and Lakeesha

Ransom.

Staff present: Executive Vice President and Provost Robert Bruininks; Vice Presidents Sandra Gardebring and Eric Kruse;

Executive Director Ann Cieslak; Associate Vice Presidents Steven Cawley and Richard Pfutzenreuter.

Student Representatives present: Isaac Dallager and Venora Hung. 

  

  

ANNUAL ASSET AND DEBT MANAGEMENT REPORT

Associate Vice President Pfutzenreuter and Director of Asset Management Sheila Warness presented the Annual Asset &

Debt Management Report for the fiscal year ending June 30, 2001, as found in materials on file in the Board Office.

Warness reported that the Consolidated Endowment Fund (CEF) value at the end of FY01 was $657.3 million, down

$122.2 million, primarily due to negative market returns in domestic and global equities over the past year. Portfolio asset

allocation has changed to increase diversification in accordance with the November 10, 2000 revision of the Board of
Regents Policy: Endowment Fund.

The Group Income Pool (GIP) value at the end of FY01 was $42.7 million, down $14.8 million, primarily due to fund

withdrawals of $9.8 million during this time period.

The Temporary Investment Pool (TIP) value at the end of FY01 was $360.4 million, down $21.8 million, primarily due to
construction-related expenditures during this period. Warness noted that these short-term reserve funds continue to provide a
yield well in excess of the risk-free, Treasury-bill alternative.

The University's outstanding debt as of June 30, 2001 was $538.2 million, an increase of $3.2 million. The total effective rate
for University-issued debt decreased to 4.28%, with 92% in fixed-rate instruments.

Warness emphasized that the University needs to maintain its focus on investment results over the long term, noting that the

rolling three-year and five-year annualized returns for the Consolidated Endowment Fund (CEF) outperformed their
benchmarks. Regent O'Keefe added that the University has had exceptional returns for several years, and that its long-term
performance is better than many peer institutions despite current market volatility.



Regent Berman commented that the CEF's asset allocation guidelines seemed aggressive given the current state of the
market, and proposed that the committee explore other methods to achieve portfolio diversification and achieve the
investment goals of the University. Regents Baraga and Neel cautioned against overreacting to recent market returns,

stressing the importance of maintaining a long-term investment strategy.

After a lengthy discussion, O'Keefe requested that the Investment Advisory Committee review its previous recommendations
and reassess the University's asset allocation in light of the current investment environment.

Pfutzenreuter reported that due to negative returns in the Consolidated Endowment Fund, the University will need to reduce
distributions for expenditures from 5 1/2% to 5% by July 1, 2002 to maintain the purchasing power of the endowment fund,
as specified in the Board of Regents Policy: Endowment Fund. In response to concerns expressed by Regents Baraga and

O'Keefe regarding the impact of this reduction on departments, Pfutzenreuter assured them that deans and faculty members
had been informed.

Pfutzenreuter indicated that the spending guidelines contained in the Board of Regents Policy: Endowment Fund would be
reviewed in the near future for possible revision, as would the Board of Regents Policy: Investment of Reserves. 

  
  

COMMITTEE WORKPLAN, 2001-2002

Regent O’Keefe and Associate Vice President Pfutzenreuter presented the revised 2001-2002 Committee Workplan, as
found in the docket materials.

O'Keefe noted that the Workplan would change as new issues arose to ensure that the committee accomplishes its oversight
responsibilities. 

  
  

CONSENT REPORT 
Review/Action

Associate Vice President Pfutzenreuter presented the Consent Report, including the General Contingency Report, as found in
the docket materials.

Pfutzenreuter presented the following purchases of goods and services over $250,000:

• $450,000 to Cisco Systems, Inc. for hardware and software maintenance of Cisco equipment
for the Office of Information Technology for the period of October 1, 2001 to September 30,
2002. Vendor selected to ensure accountability for successful operation of hardware and software
systems.

• An estimated $500,000 net value in revenue sharing to Jam Productions, Ltd. for promoter and
producer services for Northrop Memorial Auditorium for the period of October 15, 2001 through
October 14, 2006; University's estimated net value for this period is $1,300,000. Vendor selected

through competitive process.

• $446,316 to Managed Services, Inc. for maintenance and janitorial services for the West Bank
Office Building for the period September 13, 2001 through September 12, 2002. Vendor selected
through competitive process.

Associate Vice President Pfutzenreuter introduced Vice President Kruse, who explained the current status of Northrop
Auditorium, its planned renovation, and the process used to select Jam Productions, Inc. If approved, the company will book



concerts and other events in the facility when no institutional or cultural events are scheduled.

In response to questions from committee members, Kruse clarified that Jam Productions' expenses would be paid out of its
portion of generated revenues, that the contract allows either party to request termination, and that the event producer is

financially responsible for any damage that occurs.

A motion was made, seconded, and the committee voted unanimously to recommend approval of the Consent Report. 

  
  

INFORMATION ITEMS

Associate Vice President Pfutzenreuter provided the membership lists of the Investment Advisory and Debt Management
Advisory Committees, presented an update on new commitments to alternative investment programs, and provided to the
committee the Semi-Annual Economic Development Report, as found in the docket materials.

D. Craig Taylor, Director of Community and Economic Development, summarized the report for the committee, noting the
increase in University expenditures with targeted businesses. Student Representative Hung commented on the popularity
among students of the Small Business Management Assistance Program offered in coordination with the Carlson School of
Management. The program provides graduate students an opportunity to assist small businesses with specific projects.

The meeting adjourned at 11:25 a.m. 
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