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            A meeting of the Board of Regents of the University of Minnesota was held on Friday, September 13, 2002, at 9:00

a.m. in Youngquist Auditorium at the University of Minnesota Crookston.

            Regents present: Maureen Reed, presiding; Robert Bergland, Frank Berman, Dallas Bohnsack, William Hogan, Jean
Keffeler, David Metzen, H. Bryan Neel, Michael O'Keefe, and Lakeesha Ransom.

            Staff present: Interim President Bruininks; Chancellors Kathryn Martin, Donald Sargeant and Samuel Schuman;
Executive Vice President and Provost Christine Maziar; Senior Vice President Frank Cerra; Vice Presidents Carol Carrier,
Sandra Gardebring, and Robert Jones; Interim Vice Presidents Kathryn Brown, Greg Fox and David Hamilton; General

Counsel Mark Rotenberg; Executive Director Ann Cieslak; Provost David Carl; and Associate Vice Presidents Gail Klatt,

Donna Peterson, and Richard Pfutzenreuter.

APPROVAL OF MINUTES

A motion was made and seconded, and the Board of Regents voted unanimously to approve the minutes of the following

meetings:

Audit Committee -- July 11, 2002

Facilities Committee -- July 11, 2002

Educational Planning & Policy Committee -- July 11, 2002

Finance & Operations Committee -- July 11, 2002

Faculty, Staff & Student Affairs Committee -- July 11, 2002

Board of Regents -- July 12, 2002

Board of Regents Emergency Meeting -- July 19, 2002 

  
 

REPORT OF THE PRESIDENT

            Interim President Bruininks thanked Chancellor Sargeant for hosting the Board of Regents meetings on the University
of Minnesota Crookston (UMC) campus. He acknowledged the successful conversion of UMC to a four-year institution, its
integration of technology into all facets of student and faculty life, and the impressive leadership of Chancellor Donald

Sargeant.

            Bruininks addressed the biennial budget request that will be reviewed by the Board of Regents in October. He

indicated that state funding is a crucial part of the Universityís resource base and if the long-term trend of declining higher

education funding continues to grow because of the stateís budget woes, it will have a negative impact on the University of



education funding continues to grow because of the stateís budget woes, it will have a negative impact on the University of

Minnesota. The proposed biennial budget will demonstrate the fine line between the needs of the University to advance while
showing elected officials that the University is doing its part to make the best use of state and tuition dollars. 
  

 

REPORT OF THE CHAIR

            Chair Reed reported that the Board retreat summary was complete and available for distribution. The report from the

Commission on Excellence will also be completed in the next month. The findings will be presented to the Board at the
October meeting.

            She thanked Board members who attended the convocation of new students on the Twin Cities campus and all of the
members who have attended the many special events in the past month.

            She presented a brief update on the Presidential Search indicating that the consultant has met with constituent groups,
the Search Advisory Committee and has contacted the national higher education associations. Faculty members from the

Advisory Committee are meeting with various faculty groups and letters have been sent to friends of the University seeking
advice and nominations. Advertisements have run nationally and in the Twin Cities and a website has been established. The
Search Advisory Committee will meet over the next five to six weeks to review candidate files as they begin the process of

distilling the pool and providing recommendations to the Board.

            Lastly, Chair Reed thanked Chancellor Sargeant for the hospitality the Board received during its visit to the University
of Minnesota Crookston campus. 
  
 

RECEIVE AND FILE REPORTS

            Chair Reed noted the receipt and filing of the Quarterly Report of Grant and Contract Activity and the Annual Report

on Legal Matters.

  
 

REPORT OF THE ALL-UNIVERSITY HONORS COMMITTEE

            Regent Reed stated that the Report of the All-University Honors Committee was forwarded to the Board from
Interim President Bruininks on August 27, 2002.

            A motion was made and seconded and the Board of Regents voted unanimously to approve the Report of the All-
University Honors Committee. A copy of the report is on file in the Board Office.  
  

 

QUARTERLY SUMMARY OF EXPENDITURES

            Regent Reed presented the Quarterly Summary of Expenditures for the Office of the Board of Regents, the
Presidentís Office, and Eastcliff Operations, for twelve months ending June 30, 2002 as contained in the docket materials. 
 



            A motion was made and seconded and the Board of Regents voted unanimously to approve the Summary of

Expenditures for the period ending June 30, 2002. 
  
 

GIFTS

            Assistant Vice President Judy Kirk presented the monthly list of gifts to the University of Minnesota, the University of
Minnesota Foundation, the Arboretum Foundation, and the Minnesota Medical Foundation through June 30, 2002 and for
the month of July 2002 as listed in the docket material and on file in the Board Office. 

            A motion was made, seconded, and the Board of Regents voted unanimously to approve the receipt of gifts as
presented.  

  
 

REPORT OF THE FACILITIES COMMITTEE

            Regent Neel, Vice Chair of the committee, reported that the committee voted unanimously to recommend:

Approval of the Consent Report for the Facilities Committee as presented to the committee and described in the September
12, 2002 committee minutes.

Approval of a recommendation of the Interim President that the appropriate administrative officers be authorized to execute
the appropriate documents providing for the sale of 28.7 acres at the West Central Research and Outreach Center, Morris to
the Morris School District.

The Board of Regents voted unanimously to approve the recommendations of the Facilities Committee. 

            Neel reported that the committee discussed the committeeís workplan for 2002-2003 and reviewed a capital budget
amendment relating to the Southeast Steam Plant Rehabilitation, Phase I, on the Twin Cities campus. The committee also
reviewed a number of design guidelines for the following projects: Southeast Steam Plant Rehabilitation, Phase I, Twin Cities

campus; the St. Paul Chiller Plant and Distribution System, Twin Cities campus; Center for Magnetic Resonance Research
Addition, Twin Cities campus; and Bede Hall Replacement, Crookston campus. The committee looked at the Quarterly
Capital Improvement Plan Report and a number of information items as described in the docket materials. 
  
 

REPORT OF THE FACULTY, STAFF, STUDENT AFFAIRS
COMMITTEE

            Regent Metzen, Chair of the committee, reported that the committee voted unanimously to recommend:

Approval of the Consent Report for the Faculty, Staff, & Student Affairs Committee as presented to the committee and

described in the September 12, 2002 committee minutes.

Approval of a resolution relating to a collective bargaining agreement with the Graphic Communication Union, as follows:

            WHEREAS, the parties have met and negotiated over the course of the past four months and have reached

agreement regarding terms and conditions of employment regarding the employees of this bargaining unit; and 



            WHEREAS, Graphic Communications International Union, Local 1M, has ratified acceptance of the agreement; and 

            WHEREAS, according to the Board of Regents Policy: Board Operation and Agenda Guidelines, regental approval
of labor agreements is required; 

            NOW, THEREFORE, BE IT RESOLVED that on the recommendation of the Interim President and the Executive
Vice President and Provost, the Board of Regents approves this labor agreement as outlined in the docket for September 12,

2002.

The Board of Regents voted unanimously to approve the recommendation of the Faculty, Staff & Student Affairs Committee.

Metzen reported that the committee discussed the committeeís workplan for 2002-2003; received a presentation on student

leadership development at the University of Minnesota Crookston; received an update on post-tenure review; and reviewed
a number of information items as described in the docket materials. 

  
 

REPORT OF THE FINANCE & OPERATIONS COMMITTEE

            Regent O'Keefe, Chair of the committee, reported that the committee voted unanimously to recommend:

Approval of the Consent Report for the Finance & Operations Committee as presented to the committee and described in

the September 12, 2002 committee minutes.

            The Board of Regents voted unanimously to approve the recommendation of the Finance & Operations Committee. 

            O'Keefe reported that the committee discussed the committee's workplan for 2002-2003; reviewed proposed
amendments to the Board of Regents Policy: Central Reserves Management; discussed issues relating to the Six-Year Capital

Budget Plan; engaged in a discussion on the implications of the federal budget on higher education; and reviewed a number of

information items as described in the docket materials. 
  

 

REPORT OF THE AUDIT COMMITTEE

Regent Bergland, Chair of the committee, reported that the committee discussed the committeeís workplan for 2002-2003

and received an internal audit update. 

  

 

REPORT OF THE EDUCATIONAL PLANNING & POLICY
COMMITTEE

            Regent Hogan, Chair of the committee, reported that the committee voted unanimously to recommend:

Approval of the Consent Report for the Educational Planning & Policy Committee as presented to the committee and
described in the September 12, 2002 committee minutes.

            The Board of Regents voted unanimously to approve the recommendation of the Educational Planning & Policy
Committee.



            Hogan reported that the committee discussed the committeeís workplan for 2002-2003; received a presentation on
the policy issues relating to distributed and distance education; received a program and financial review relating to the

University of Minnesota Crookston; and reviewed a number of information items as described in the docket materials.  
  

 

REPORT OF THE LITIGATION REVIEW COMMITTEE

            Regent Neel, Chair of the committee, reported that the committee met on September 9, 2002 to discuss attorney-
client privileged matters and no actions were taken at the meeting. 

  

 

FAIRVIEW-UNIVERSITY AFFILIATION AGREEMENT

Senior Vice President Cerra presented the following resolution relating to the Fairview-University Affiliation Agreement that
was reviewed by the Board of Regents at its July 2002 meeting:

WHEREAS, the Fairview Health Services (FHS) Board of Directors (board) has proposed changes in the governance of
FHS; and

WHEREAS, these changes constitute a change in the January 1997 Fairview-University Affiliation Agreement and require
Board of Regents approval prior to implementation; and 

WHEREAS, the goal of the proposed changes is to improve the efficiency and effectiveness of FHS governance by:

reducing the size of the system board and the number of board committees; 

adopting a more competency-based board model; and

focusing hospital boards on quality management, credentialing, community relations, and compliance and safety; and 

WHEREAS, the proposal has been reviewed and endorsed by the University of Minnesota Physicians board of directors, the

dean of the Medical School, the chairs of the Medical Schoolís clinical departments, the senior vice president for Health

Sciences, and the president; 

NOW, THERFORE, BE IT RESOLVED, that the Board of Regents approves the following clarifications in the governance

of FHS:

the continued service of the senior vice president for Health Sciences as chair of the Research and Education Committee and

as a member of the FHS executive committee; and 

the continuation of current membership and election procedures for the Board of Trustees of the Fairview-University Medical

Center (FUMC);

the continuation of authority for the FUMC Board of Trustees in the areas of quality management, provider credentialing,

community relations, and compliance and patient safety; and

the continuation of required consultation with FUMC in the areas of strategic planning, finance/capital expenditures, and the

employment status of the FUMC chief administrator, who shall report to the FHS president and chief executive officer. 



NOW, THEREFORE, BE IT FURTHER RESOLVED, that the Board of Regents approves changes in the governance of

FHS, including:

a reduction in the number of FHS board members from 38 to 19, with the option of two additional at-large members;

a reduction in the number of standing board committees from 10 to 6; and 

the appointment of three University representatives to the membership of the FHS board, including two ex officio members
(the dean of the Medical School and the senior vice president for Health Sciences) and one member selected by the Board of

Regents; and

the nomination of an additional FHS board member by the Board of Regents if the FHS board increases to 20. 

A motion was made and seconded to approve the resolution. 

In response to a question from Regent Hogan, Cerra stated that the academic mission and the direction of the University will

not be impacted negatively by the changes proposed. He believes that the restructuring will actually improve the ability to

meet and expand the education and research mission within the partnership of Fairview and the University.

The Board of Regents voted unanimously to approve the resolution relating to the Fairview-University Affiliation Agreement.  

  
 

SIX-YEAR CAPITAL PLAN

            Interim President Bruininks and Associate Vice President Pfutzenreuter presented the proposed Six-Year Capital
Plan for review as presented in the docket materials. The plan includes $775 million to be considered for capital improvement

during FY04 to FY08 ($647 million in State requests and $128 million in projects financed through the University). It

provides for 63 percent of the request to be used for renovation and renewal and 37 percent for new construction. The plan
recommends that projects vetoed during the 2002 legislative session become the Universityís $61 million Supplemental

Capital Request in the 2003 legislative session, and that in each of the following biennial capital requests the University

maintain a limit of approximately $250 million for the total request and limit additional debt obligations to $30 million. 

            Bruininks reported that the plan focuses on capital projects that advance the University strategic priorities by:

ï           Preserving the Universityís campuses through stewardship of public investments; 

ï           Advancing key academic priorities; 

ï           Investing in research infrastructure for future competitiveness;

ï           Enhancing the student experience; and 

ï           Improving outreach and engagement.

            Bruininks reviewed details of the plan. He reported that the supplemental request represents construction projects

that were vetoed earlier in the year by Governor Ventura. The projects contained in the supplemental request are important

priorities for the University and there has been some indication that legislative leadership would like to revisit the issues. 

            Regent Berman asked why there is a larger percentage of funding proposed for renovation and renewal rather than

new construction. Bruininks responded that the proposed plan was developed to balance the needs of the University. The

University has the oldest buildings in the state and many are in need of renovation. A number of the older buildings that will be
eligible for Higher Education Asset Preservation and Replacement (HEAPR) funding are buildings that can support cutting-



edge research. In addition, the plan has been developed to be as minimally disruptive to the education and research activities
of the University as possible. 

            Concerns were expressed that the Universityís request may be overly optimistic. Regent Keffeler stated she is

concerned that if the Universityís share of the state bonding remains constant, it would require a bonding level of

approximately $1.3 billion to fund University projects. 

Pfutzenreuter indicated that he believes the request is moderately optimistic. While the University recognizes that it is unlikely

the entire request will be funded, he believes it is important to indicate the Universityís needs. 

Regent OíKeefe indicated that a study has shown that the stateís bonding level should be approximately $1.4 billion every

other year if it is to adequately maintain and replace state buildings. Because of the lack of state funding in the past few years,

the University has fallen far short of replacing and maintaining its buildings. He believes the University needs to play a larger
role in educating the policy making process with regard to the Universityís needs.

            Reed indicated that the Six-Year Capital Plan will be on the agenda for action at the October 2002 Board meeting. 
  

 

DISCUSSION OF ASSET ALLOCATION

            Regent O'Keefe led a presentation on the principles of asset allocation, which had been discussed by the Finance and

Operations Committee and the Investment Advisory Committee. A minimum return objective of 9% has been determined to
be necessary to achieve the objectives of the Board of Regents Policy: Endowment Fund. Various tools have been identified

to achieve this objective. These tools include fixed income securities, equities, both domestic and international, and alternative

investment vehicles. Each of these tools has its own risk and reward (i.e. return) characteristics. The concepts of

diversification and correlation were presented. These concepts are utilized to reduce the risk, defined as volatility, of a

portfolio. An efficient frontier based upon current Board policy was presented. Each point on the efficient frontier represents
an allocation that provides the greatest return for a given risk level. These points are determined by combining the risk/reward

characteristics of various assets classes along with their correlation coefficients, while constraining the allocation to each asset

class according to ranges identified in the policy.

Discussion focused on recent changes in investment managers and the elimination of a separate mandate for emerging market

exposure. The endowment fund exposure to emerging markets will be determined on an on-going basis by international equity

managers, each of whom may invest a portion of their portfolio in emerging market equities. 

It was suggested that a revised endowment fund policy recommendation be presented to the Finance and Operations

Committee at a later meeting.

Finally, in response to a question as to whether the actual endowment fund portfolio could be expected to be a point on the

efficient frontier, the issue of rebalancing was raised. Because the relative returns of each asset class continually differ, the

portfolio is rarely at the efficient frontier. Rebalancing allows the portfolio to be positioned close to the efficient frontier on a
regular basis.

            The meeting adjourned at 12:05 p.m.

 

 
 

ANN D. CIESLAK 

Executive Director and 



Corporate Secretary
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