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ment for students, especially
undergraduates on the Twin
Cities campus.

Another part of our land
grant mission is to create
new knowledge and make
that knowledge available to
the people who can benefit
from it. University research
provides a stimulating intel
lectual environment for stu
dents, faculty, and staff and
for the citizens of the state. It
improves Minnesota's quality
of life, increases productivity,
and generates economic de
velopment. University out
reach has a proven track
record of getting new knowl
edge to the people in forms
they can use.

I am proud of the Univer
sity and optimistic about its
future. But I must issue some
warnings. The 1989 legisla
ture was good to us, and we
are grateful, but we are still
dangerously underfunded for
the job we are trying to do.

The University has been a
bargain for Minnesota, in
some ways too much of a
bargain. Our quality is higher
than our level of funding. Fac
ulty salaries proVide the most
striking example of this. In
salaries, we rank somewhere
between 37th and 42nd in
the country, far lower than
we rank in prestige. The
longer that discrepancy con
tinues, the more quality will
erode. As faculty members
around the country begin
retiring in large numbers, and
enrollment goes into an up
turn, we will face intense
competition for top faculty.

In my early years at the
University, as a linguistic
scholar, I enjoyed the hospi-

When the regents offered me
the job of president of the
University of Minnesota, I
knew there wasn't a presi
dency anywhere in the coun
try I would rather have. I was
returning to a university I re
spect and admire and a state
where I feel at home.

The rewards-and
challenges-of the first six
months have been even
greater than I could have
predicted. I have enjoyed the
experiences of both kinds.

In my travels around the
state, I haven't met a single
Minnesotan who hasn't ex
pressed concern and love
and loyalty for the University.
Beyond that loyalty of the
heart, Minnesotans know that
the strength of the University
and the health of Minnesota
are bound closely together.

Minnesota faces unprece
dented competition
regionally, nationally, and
internationally. The state's
future depends on a high
quality university. One of our
homecoming slogans this
year says it in a catchy way:
''You Can't Spell S ccess
Without the U."

As we work to improve the
University's quality, I pledge
that we will continue to be
responsive to Minnesota's
needs. Our mandate as a
land-grant university has al
ways been, and still is, to
provide education without
socioeconomic barriers.
Many of the improvements
we have made, and intend to
make, are aimed at improv
ing the educational environ-

•••••

Nils Hasselmo
President

tality of Swedish immigrants
and their descendants in
Minnesota. More recently, I
have met Minnesotans from
all walks of life and all parts
of the state. One characteris
tic I believe most Minneso
tans share is a respect for
knowledge and learning. The
more we are able to show
Minnesotans what the Uni
versity is all about, the more
confident I am that we will
have their support.
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because it was his students
who nominated him. "It's
very nice to be singled out,"
he says. "but the fact of the
matter is that there are lots
of fine teachers at the Univer
sity of Minnesota."

challenge. "In some sense
everyone is a psychologist,"
he says. "Not everyone is a
physicist. What we are up
against is that we need to
show people, despite what
they think they know, that it's
very important to be research
oriented and critical and rig
orous."

Borgida is proud of his
teaching awards, especially

••

political. and legal contexts.
Two examples are his study
of how jUfOrs make decisions
and a new study on how liv
ing donors make decisions
about kidney transplants.

Te<1Ching students about
research is part of Borgida's
commitment. rsychology
teachers are lucky that their
subject matter has such high
intrinsic interest, he says, but

that interest also carries a
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ot many people
win two major

teaching awards
the same year,

but Twin Cities campus psy
chology professor Eugene
Borgida did in 1989: the
Horace T, Morse-Minnesota
Alumni Association Award for
Outstanding Contributions to
Undergraduate Education
and the College of Liberal
Arts Distinguished Teacher
Award. Teaching is important
to Borgida, who tries to be
accessible to students and to
get them excited about so
cial psychology.

University faculty members
are teacher-scholars, and
sometimes the demands of

the classroom and the re
search project may come
into conflict. Borgida believes
strongly that "good teaching
does not have to be <It the
expense of a productive re
search career." His own re

search is on reasoning and
decision making in social.
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In late November 1988, Nils
Hasselmo was named presi
dent of the University of Min
nesota. He left the University
of Arizona, where he was
provost and senior vice pres
ident for academic affairs,
and began his Minnesota job
January I, 1989.

For Hasselmo, the move
was a homecoming. He was
at the University of Minne
sota from 1965 to 1983 as a
Scandinavian languages and
literature professor, associate
dean of the College of Liberal
Arts. and vice president for
administration and planning.

Just 25 hours after the re
gents named him president,
Hasselmo was on a plane to
Duluth, the first stop on a
tour of all four campuses
outside the Twin Cities.
In the first months of his
presidency, he also visited a
number of Minnesota towns.

After a year of troubles at
the University, Hasselmo's
appointment was warmly re
ceived within the University
and throughout the state as
the signal of both a new be
ginning and continuity with
the past.

The same day Hasselmo
was named president, the
Governor's Blue Ribbon
Commission on Financial
Management of the Univer
sity reported on its findings.
"The opportunity for the new

A rROMISE OF
ACCOUNTABILITY
Two months after he took
office, Hasselmo submitted a
"report card" to the people
of Minnesota, outlining steps
already taken and actions
planned to address the chal
lenges facing the University.

In that report, Hasselmo
made a promise. "Account
ability is rule number one in
my administration: not just
accounting for the dollars,
but also accounting for
teaching, research, and
service-for the work we do,
why we do it, how we can do

•••••
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it better, and what difference
it makes," he said.

The report card itself was a
step toward fuller account
ability. Actions already taken
were clearly checked, those
in progress were listed but
not checked off.

Naming Donhowe as se
nior vice president was one
of the actions listed in the
report. Below are a few of
the others.

• The regents resolved
to act on all criticisms and
recommendations of the
Governor's Blue Ribbon
Commission on Financial
Management, the Legislative
Auditor's Report on the Phys
ical Plant, and the joint
University/Legislative Finan
cial Review Committee.

• The senior vice president
for finance and operations
was given responsibility for
Physical Plant Operations.

• Management of the
president's home was as
signed to the office that
oversees other Twin Cities
campus residential facilities,
working in collaboration with
a regents' committee.

• Involvement of all cam
puses in decisions made by
central administration was
expanded.

•••

president is just unpar
alleled," commission chair
Edson Spencer said. "We
have a marvelous new presi
dent who can carry the Uni
versity forward."

Another key member of
the administrative team was
named in February 1989,
when Hasselmo asked Gor
don (Gus) Donhowe, former
Minnesota finance commis
sioner, to serve as senior vice
president for finance and op
erations. Like Hasselmo's
own appointment, the choice
of Donhowe was Widely ap
plauded.

Before the end of the year,
the University also had four
new regents: Jean Keffeler,
Alan Page, Mary Page, and
Darrin Rosha. All were rec
ommended by the Regent
Candidate Advisory Council.
Charles Casey, a West Con
cord veterinarian, was
elected chair of the Board of
Regents in June.

•

NEWA



• • • • • • • • • • •

ACCOUNTABILITY IN THE
BUDGET
Nothing was more important
in the early months of the
Hasselmo administration than
the legislative request. The
University went into the
1989 legislative session
needing two things: an in
crease in funding and a signal
of support.

The funding increase of
$95 million for the next two
years was not as much as the
University wanted or could
have used productively, but
University leaders viewed the
outcome as positive in view
of limited resources and
other constraints legislators
faced, including the pressure
for property tax relief.

"I believe we received the
signal we wanted and
needed," Hasselmo said.
"The signal was clear that we
should continue on course,
making quality improve
ments."

The University gave its own
signal in the $630 million
budget plan for 1989-90
(which the regents approved
in July 1989). Budget
approval marked the end of a
six-month transition period.

Tough choices were made
in reallocating funds to move
forward on "Academic Priori
ties," a plan approved by the
regents in July 1988. The
budget action "puts our
money where our mouth is,"
Hasselmo said. In line with
the plan, some units were
given big increases and oth
ers were slated for program
cuts.
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Both in the legislative ap
propriation and in the bud
get, money was directed to
improving undergraduate
education (more training for
teaching assistants, improve
ment of large classes).

In presenting the legisla
tive request, University offi
cials said the top priority was
salary increases for faculty
and staff. That same priority is
reflected in the budget,
which calls for reallocation in
order to give salary increases
of 7 percent for faculty and
other academic employees
as a group and 5.7 percent
for civil service staff as a
group. The percentages
given in the legislative appro
priation were 7 percent and
5 percent, but dramatic in
creases in health insurance
costs had to be taken out of
the total.

The full 7 percent and 5.7
percent won't necessarily go
to individuals. The totals in
clude equity increases for
women on the academic
payroll and comparable
worth increases for civil ser
vice staff in underpaid classi
fications.

Salaries for both faculty
and staff continue to be a
major concern. Faculty sala
ries have fallen behind those
at peer institutions, and civil
service salaries have fallen
behind those of state em
ployees. Competition for top
faculty is fierce and will inten
sify in the next few years as a
wave of retirements hits. In
creasingly, the best academic
talent will be a precious com
modity, and universities un
able to meet the salary
challenge will do worse than

stand still-they will fall be
hind.

An important step was
taken in 1989 to strengthen
the University's budget ac
countability. The Governor's
Blue Ribbon Commission
found that the University was
soundly managed in most
regards and its accounting
for funds and expenditures
was thorough and accurate,
but the commission under
lined the need to overhaul
computer-based financial
systems. Recognizing the
urgency of this need, the
University dropped a $ 10.5
million request for manage
ment information systems
from the legislative request
and moved to fund the
project internally. Develop
ment of the project has pro
ceeded apace and the
regents recently approved a
detailed plan.
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to the body. The success rate
now is only 20 percent.
"We're looking at different
ways of trying to improve it,"
Ramsay says.

For encouragement, Ram
say can look at the gains in
treating severe aplastic leu
kemia with bone marrow
transplants, her other area of
research. Twenty years ago,
the success rate was only 40
or 50 percent. Now it's over
80 percent. ''That's by far and
away the best results" of any
of the bone marrow trans
plants, she says.

Research, patient care,
teaching, and administration
are all part of the workweek
for Ramsay. Often she is do
ing two or three at once
conducting clinical studies,
caring for patients, and ex
plaining it all to residents and
research fellows. Most of her
teaching is on the hospital
wards or in the clinic. Besides
seeing the patients who are
cured, the other part of her
job she likes best is training
fellows to do similar work.

•
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pediatric bone marrow trans
plantation.

Finding ways to ensure that
more transplant patients re
cover to live full lives is the
focus of Ramsay's research.
"Lots of our patients still die,"
she says. Ramsay is directing
a clinical study of autologous
transplants for acute lympho
blastic leukemia. In an autol
ogous transplant, the
patient's own bone marrow is
cleansed and then returned

•

ne big reward of
Norma Ramsay's

job is to see
young people

who received bone marrow
transplants as children return
ing to University Hospital for
follow-up visits. "Some of
them are grown up and go
ing to college, starting jobs,
getting married, having ba
bies," says Ramsay, professor
of pediatrics and director of



work in nine areas: the envi
ronment, youth, health care,
tourism, agriculture, educa
tion, economic development,
government, and high tech
communication. 'There is a
Willingness and almost a
yearning for people to say,
'Hey, it's time we tried some
new approaches,' " Pietz
says. 'We feel we're off to
a good start. We're quite
excited."

••

of our communities gains
something, all of us benefit."

More than 1,000 of the
I 3,000 county residents
were interviewed about
strengths, weaknesses,
emerging issues, and trends
in the county. To get the
views of nonjoiners as well as
community leaders, students
in high school government
classes interviewed two peo
ple each.

Action teams are now at

••
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hat do we want
our community

to be in the year
20 I 0, and how

do we get there? The Minne
sota Extension Service's
Project Future gives citizens
of Minnesota counties and
towns a framework for asking
themselves those questions.

Expertise may come from
the University, and staff sup
port from the county exten
sion offices, but the vision
and the action plans belong
to the people. "It's really a
grass-roots approach," says
Shirley Pietz of rural Lakefield,
chair of the Project Future
steering committee in Jack
son County.

The first decision, she says,
was to work as a county and
not as separate com
munities-Jackson, Lakefield,
Alpha, Heron Lake, and
Okabena. "This business of
being competitive with our
neighboring communities in
a negative way has got to
stop," Pietz says. 'When one

•

•

•
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omy. The 24 faculty inven
tions patented in 1988
placed fourth among all
American universities. The
McKnight Land-Grant Profes
sorship program, in its third
year, gave research support
to talented young faculty
members, increasing the like
lihood that they will stay at
the University of Minnesota.

Investigation continued on
issues of significance to Min
nesota. Plant biologists are
developing a new variety of
higher protein corn, a poten
tial boon for Minnesota farm
ers. The Minnesota Heart
Health Program is tracing
changes in heart disease and
survival rates to provide in
sights into the effectiveness
of new approaches in treat
ment and prevention, includ
ing designation on restaurant
menus of healthful foods.
Water researchers are gain
ing a new understanding of
connections between agricul
tural practices and ground
water pollution to find ways
to protect groundwater.

Scholars in cognitive sci
ences and artificial
intelligence are testing new
theories on how the brain
processes visual stimuli,
which may lead to a machine
that can truly "see." The Cen
ter for Interfacial Engineering
is investigating the structure
of conducting polymers,
which may lead to improved
microelectronic devices. His
torians are uncovering new
information on how women
have shaped the role of pub
lic policy over 200 years.
Natural Resources Research
Institute faculty in Duluth are
working with the Greater
Minnesota Corporation to

7

stimulate economic growth
and creation of jobs through
applied research, technology
transfer, and product devel
opment.

Outreach programs were
strengthened. The University
offered 2,500 continuing ed
ucation credit courses in 200
academic fields, with empha
sis on developing new grad
uate and professional
programs for working adults.
Minnesotans from 85 of the
state's 87 counties enrolled
in independent study
courses. The Minnesota Ex
tension Service responded to
the drought of summer 1988
with education programs
across the state and partici
pated in revitalizing rural
Minnesota through an eco
nomic development program
called Project Future.
LUMINA, a computerized
card catalog, was established
at University Libraries, which
lends more volumes across
the state and nation than any
other library, including the
Library of Congress.

The Crookston, Morris, and
Waseca campuses accepted
a commission from the
Greater Minnesota Corpora
tion for food technology re
search on Minnesota crops.
The Duluth campus School of
Business and Economics sur
vey of the Duluth economy
was expanded to encompass
all of northeastern Minne
sota. Rochester Area Gradu
ate Programs courses in
computer science and elec
trical engineering began in
fall 1988, and plans call for
adding technology manage
ment courses.

•••••••••••

ACCOUNTABILITY FOR
MISSION
Strong leadership, sound
management, and fiscal re
sponsibility are essential. But
the reason they all matter is
that they make it possible for
the University to carry out its
missions of education, re
search, and outreach. Many
of the achievements of
1988-89 were in fulfillment
of these important missions.

Take undergraduate educa
tion. The University awarded
8,387 undergraduate de
grees across five campuses
in 1988-89. The Morris cam
pus introduced Project Pros
per in fall 1988, including an
inquiry class for all freshmen
during their first quarter and
a performance requirement
in the arts. The College of
Agriculture on the Twin Cities
campus completed Project
Sunrise, a curriculum revision
project, and was ready to
offer the new curriculum in
fall 1989.

Workshops for teaching
assistants (TAs) were
expanded, and the English
proficiency level required of
all foreign TAs was increased.
The largest classes on the
Twin Cities campus were tar
geted for improvement in
teaching approaches. A com
mitment was made to reno
vate 1,200 student study
spaces on the Twin Cities
campus and remodel 21
classrooms between 1988
and 1990.

Advances were made, too,
in the research mission. Fac
ulty research money totaled
a record $204 million in
1989, adding 4,600 to 5,600
jobs to the Minnesota econ-
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ACCOUNTABILITY FOR
DIVERSITY

Along with improving quality,
the University has set a com
plementary goal to increase
diversity-to recruit and re
tain more minority students
and minority and female fac
ulty, to create an environ
ment that welcomes
diversity, and to equip gradu
ates to deal successfully with
the myriad economic, cul
tural, and social perspectives
that await them in today's
ever-broadening world. Im
portant progress was made
in 1988-89.

In August 1988, Dolores
Cross took office as associate
vice president for academic
affairs with responsibility for
minority affairs, including re
cruiting and retention of mi
nority faculty and students.
The naming of a top-level
administrator for minority
affairs had been recom
mended by a group known
as the Taborn committee,
which studied minority issues
and programs.

A University Task Force on
Minority Affairs was named
to assist Cross as she works
to coordinate and improve
resources for students of
color.

The following four
University-wide diversity
goals were presented to the
regents at their June 1989
meeting:

• To improve the retention
of students of color by 50
percent of the current base
by 1994.

8

• To double the hiring of
faculty of coior by 1994 by
applying the search guide
lines to attract faculty of color
in all departmental searches.

• To increase the enroll
ment of students of color to
10 percent of total University
enrollment by 1994.

• To improve and
strengthen the University's
ongoing and new efforts to
make diversity integral to its
academic priorities.

Top administrators have
been assigned responsibility
for developing the strategies
necessary to achieve each of
these goals.

The Minnesota Plan II for
improving the academic en
vironment and campus cli
mate for women was
announced in late October
1988. A broadly representa
tive Commission on Women
was named to direct and
manage the plan. Janet Spec
tor, who chairs the commis
sion, is on a two-year leave
from her faculty position in
anthropology.
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versity in 1986 and earned
tenure in 1989. Much of her
own research has been on
the black family. With funding
from the Ford Foundation,
she and two colleagues are
now working on a project to
interview young unmarried
mothers and their partners
to learn "more about what
inhibits or fosters family
formation." One of their pre
liminary findings, she says, is
that "sometimes it's better
not to marry."

E.ven when scholars look at
race or gender, Brewer says,
they often fail to look at the
intersection of the two.
Studying women typically
means focusing on white
women; ethnic studies typi
cally view the male experi
ence as the norm. Black men
and black women are both
disadvantaged in American
society, Brewer says, but in
different ways. Looking at
their experiences separately
"forces our students to think
in more complex ways about
how inequality works."

•

•

•

•

•

•

•

•
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Faculty members in the
workshop learned to look at
the core assumptions of their
disciplines with a critical eye.
Each of them made changes
in an existing course, and
they agreed to meet during
the academic year to talk
about how the changes are
working in the classroom. "I
call them little moles, work
ing to spread the word,"
Brewer says.

Brewer came to the Uni-

•

he achievements
of white men

have traditionally
dominated all the

academic disciplines. In a
workshop led by Rose
Brewer in summer 1989, a
dozen faculty members from
the Twin Cities campus
worked to revise their under
graduate courses to reflect
the experiences of women
and racial minorities.
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30, 1989, consist of long
term investments of nearly
$279 million, which are re
corded at market value, and
cash equivalents of $7 1 mil
lion. The principal of true en
dowment funds cannot be
spent, but long-term
reserves, including amounts
designated to be treated like
endowments (called quasi
endowments), can be.

The University's general
endowment fund consoli
dates more than 900 private,
individual endowments accu
mulated over the history of
the University. The endow
ments, totaling almost $96
million including cash equiva-

617961786177

Adjusted (CPI) Ending Value $80.7 Million

• Actual Ending Value $95.9 Million

6176
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Cash and Temporary
Investments and
Investments

The working capital of the
University, consisting of state
appropriations, tuition re
ceipts, selected student aid
funds, plant funds, gifts for
current use, unexpended en
dowment distributions, and
other funds needed within a
short time frame, amounted
to $433 million of total cash
and temporary investments
of $504 million as of June 30,
1989. Until expended for
their intended purpose, these
funds are invested in high
quality, shorter term fixed
income securities with the
objective of maximizing cur
rent income.

Long-term operating re
serves and endowment funds
totaling $350 million on June

Growth of General Endowment Fund vs.lnftation (CPI)
Years Ended June 30, 1989 (Annualized)
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FINANCIAL POsmON
The balance sheet presents
the financial position of the
University of Minnesota on
June 30, 1989, the last day of
the fiscal year.

ASSETS
The assets represent what
the University has. Total as
sets as of June 30, 1989,
have increased 5 percent
from the prior year. Over half
of the University's total assets
consist of the undepreciated
historical cost or donated
value of land, buildings, and
equipment.

The financial statements of
the University of Minnesota
are prepared using the termi
nology, classifications of ac
tivity, and format that
conform to nationwide stan
dards for higher education.
Therefore, they are some
what different from the
financial statements of cor
porations or governmental
units. The following discus
sion is intended to highlight
the information contained in
the financial statements and
to provide insight into the
significant financial activity for
the two years ended June 30,
1989, and June 30, 1988.

10
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Notes and Bonds
Payable and Capital
Lease Obligations

The long-term indebtedness
of the University consists pri
marily of bonds issued by the
University to fund hospital
facilities, the Twin Cities cam
pus telecommunications sys
tem, numerous student
housing facilities, and equip
ment purchases. Funds for
repayment of long-term debt
are raised primarily from pa
tient revenue and dormitory
or other user fees.

During 1989, the Board of
Regents adopted a long
term debt policy under which
annual debt service cannot

•

1987

o Short-Term Cash Equivalents

o Bonds
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Total liabilities of more than
$400 million, representing
the amount the University
owes as of June 30, 1989,
have decreased 4.8 percent
from the prior year.

It n

University's educational facili
ties. The University funds
hospital and auxiliary enter
prise facilities such as student
housing, parking ramps, and
bookstores primarily from
user fees. Significant events
during fiscal 1989 included
opening the Electrical Engi
neering and Computer Sci
ences Building on the Twin
Cities campus and Goldfine
Hall Student Residence on
the Duluth campus. Facilities
now under construction in
clude phase 1A of the Recre
ational Sports Facility and
major renovation of Amund
son Hall, both on the Twin
Cities campus.

Mortgages and Other

o Equities and Equity Alternatives

Investment Composition
(Dollars In Millions)

Investment In Plant

Buildings and improvements
are the largest balance sheet
category with an undepreci
ated historical cost value of
more than $ I. I billion as of
June 30, 1989. The state of
Minnesota, through appropri
ation and bonding, funds the

•

lents as of June 30, 1989,
originated from such sources
as auxiliary enterprises, hos
pital revenues, and invest
ment income. These reserves
are generally designated for
specific purposes such as
equipment replacement, cap
ital projects, and debt ser
vice, with expenditures
planned within three to five
years.

The investment policy for
the University's endowment
and long-term reserve funds
is implemented by a combi
nation of internal and exter
nal fund management.
Endowment funds are
invested in many different
asset classes including equi
ties, bonds, mortgages, and
short-term cash equivalents.
The reserves are invested in
fixed income securities in
order to maximize income
until the principal is used.

After a decline in the level
of equity investments, due
primarily to the 1987 stock
market crash and internal re
allocations, the portion of
total endowment funds com
mitted to equities is once
again growing. Bonds also
have grown as a percentage
of total funds in recent years,
reflecting the continued
strong performance of bonds
over time.

lents as of June 30, 1989,
provide financial support for
research and public service
functions and several hun
dred scholarship programs.

The investment objective
of the general endowment
fund is to maximize total re
turn (principal appreciation
plus income) with a goal of
maintaining the real
(inflation-adjusted) value after
all expenditures. Academic
units participating in the gen
eral endowment are autho
rized to spend 5.5 percent of
average market value annu
ally in support of programs.
The general endowment
fund, after such expenditures,
has grown well in excess of
inflation during recent years,
reflecting the sustained
growth in capital market
prices.

Unlike the University's gen
eral endowment, which origi
nated from private gifts, the
Permanent University Fund
(PUF) of nearly $95 million
including cash equivalents as
of June 30, 1989, originated
from public sources such as
iron ore taxes and federal
land grants. Beginning in
1985, state legislation and
the regents authorized PUF
to match private gifts to fund
permanently endowed fac
ulty positions. Approximately
130 of these positions have
been created by matching
PUF with private donations to
the University of Minnesota
Foundation.

The University's long-term
reserves of almost $ 134 mil
.Iion including cash equiva-
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Ratio of Expendable Fund Balances to Total Expenditures
and MandatoryTransfers

Ratio of Debt Service to Unrestricted Current
Fund Revenue

1989

1989

I

1988

19881987

I

1987

Fiscal Year

1986

I

1986

1985

o

o

1985

FINANCIAL ACnvlTY
The Statement of Changes in
Fund Balances shows the to
tal additions (primarily reve
nues) and uses (primarily
expenditures) among all fund
groups during the fiscal year.
The Statement of Current
Funds Revenues, Expendi
tures, and Other Changes
provides additional detail
about the sources and uses
of the current funds.

0.15

0.1

005

creased $26.5 million over
the prior year, the smallest
increase since 1983. Nearly
$8 million of the increase is
due to a reclassification of a
previously existing deferred
charge (an intangible asset)
from plant funds to current
funds.

Fund balances are catego
rized as expendable or non
expendable depending upon
whether they are available for
spending, and as restricted
or unrestricted depending
upon whether external re
strictions have been placed
on their use. While the dollar
value of fund balances has
grown each year, the Univer
sity has experienced a rela
tively constant ratio of year
end balances to annual
financial activity. The lower
graph illustrates the relation
ship between expendable
fund balances and total ex
penditures and mandatory
transfers over the past five
years.

As of June 30, 1989, ex
pendable fund balances in
clude approximately $537
million for unrestricted pur
poses, and $224 million for
restricted purposes, as
specified by donors or other
external sources. Of unre
stricted fund balances, ap
proximately $51 million
reflects central reserves,
$ 165 million represents
amounts dedicated to spe
cific colleges, coordinate
campuses, and the hospital
and clinic, and $321 million
represents amounts dedi
cated to administrative and
service units on the Twin Cit
ies campus, system-wide
administration, and encum
brances, commitments, and
noncash assets.

Fund balances totaling more
than $2.4 billion as of June
30, 1989, represent the dif
ference between assets and
liabilities. Net investment in
plant (plant assets less
amounts owed for facilities
and equipment) of more than
$ 1.4 billion makes up more
than half of the total. Fund
balances of current funds in-

fUND BALANCES

exceed 5 percent of unre
stricted current fund revenue.
The ratio of annual debt ser
vice to unrestricted current
fund revenue for the last five
years is shown in the upper
graph. The 1987 ratio increase
reflects the early retirement of
most bank loans in that year.
The significant increase in
1988 was due to a one-time
retirement of nearly $ 160
million in debt as a major
refinancing transaction was
completed.

The University actively
manages its long-term debt
in order to hold down inter
est rates. The debt manage
ment program aggressively
utilizes variable rate debt,
which, under normal market
conditions, provides lower
rates than fixed rate instru
ments. As of June 30, 1989,
bonds outstanding of more
than $292 million consisted
of variable rate bonds total
ing $ 165 million and fixed
rate bonds of more than
$ 127 million. The average
interest rate on all bonded
indebtedness for the year

was 6.7 percent and more
than $7 million of total long
term debt was retired.

12
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or veterinary hospital fees,
and performing arts ticket
sales.

General State
Appropriations

The above graph shows the
size of the general state
appropriation for the Univer
si~ over the last 10 years.
This information is stated
both in terms of actual dollars
received and in terms of the
purchasing power of those
dollars in relation to the
change in the higher educa
tion price index, using fiscal
year 1989 as the base. The
comparison of actual dollars
received to inflation-adjusted
dollars shows that while ac
tual dollars have increased
more than 80 percent in the

•••••

Although most revenue
sources are self-explanatory,
it may be helpful to know
that auxiliary enterprises in
clude service operations for
students such as housing,
bookstores, and health ser
vices, and internal services
such as laundry, printing, and
fleet, as well as men's
intercollegiate athletics, Uni
versi~ Hospital and Clinic
revenue reflects patient fees
and services; the hospital
also receives a portion of the
state appropriation and in
vestment income each year.
All auxiliary enterprises and
the hospital are self
supporting operations, Sales
and services of educational
activities refer to revenue
generated from primarily ed
ucational activities such as
publication sales, dental clinic

•

D Net Appropriation Adjusted by HEPINet Appropriation

o

50

400

1980

Net Legislative Appropriations
(Educational and General State Appropriation)
Base ye.u, fls~1 1988-89 (Dollars In Millions)

Current Funds Revenues

Current funds reflect the day
to-day operations of the Uni
ve~i~, Revenue in support
of current operations
reached more than $1.3 bil
lion, an increase of 13 per
cent over last year. Tuition
and fees declined 0,4 per
cent due to declining enroll
ment, while hospital
revenues increased nearly 40
percent and grants and con
tracts were up more than 12
percent While state appro
priations continue to be the
largest single source of reve
nue, the percentage of total
revenue provided by this
source has declined because
of the significant growth in
revenue provided by hospital
operations and government
grants and contracts,

Current Funds Revenue

Governmental Grants & Contracts
14,28%

Tuition
9.39%

Private Gif1s, Grants, &Contracts
7.89%

Auxiliary Enterprises
7.39%

Sales & Services 01
Educallonal Activities 5,20%

Olher
2.71%

Slate Appropriations
29,70%

Hospital Revenue
23.44%
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1985 1986 1987 1988 1989

$52 million during fiscal
1989. In addition, almost
$ 14 million of current funds
was added to endowment
funds for use in future years
by collegiate units. Offsetting
this activity, nearly $26 mil
lion accumulated in prior
years was transferred from
endowments and plant funds
to current funds for immedi
ate use.

The financial statements
provide a recent perspective
on the relative size of each
revenue source and each
functional expenditure. In
contrast, the following
graphs give a historical per
spective of the same infor
mation. These pictures of
revenues and expenditures
over time show both the

Research Expenditures

The above graph depicts
the growth in research ex
penditures over the last 10
years. This picture confirms
that research activities have
become a major area of em
phasis in the University mis
sion. The primary sources of
funding for these activities
are government and private
grants and contracts.

Nonmandatory Transfers

Monies for ongOing equip
ment replacement, facility
maintenance, and improve
ments for all self-supporting
activities must be generated
from current operations. The
funding for equipment and
facility replacement reserves
and construction projects is
reflected as nonmandatory
transfers from current funds
to plant funds of more than

1980 1981 1982 1983 1984

Volume of Research, 1980-1989
(Dollars In MllUons)

from current funds to plant
funds legally required under
bond indenture to provide
sinking funds and replace
ment reserves.

last 10 years, the value of
those dollars in terms of real
purchasing power has in
creased 3 percent.

Instruction
24.79%

Scholarships
3.17%

Public Service
5.68%

Institutional Support
4.30%

Student Services
2.62%

Auxiliary Enterprises
699%

Physical Plant
5.69%

Research
15.05'%

Current funds
Expenditures

Current funds expenditures
and mandatory transfers are
classified by function in the
financial statements. Total
current expenditures

Current funds Expenditures increased nearly 16 percent,
to a new high of more than
$ 1.3 billion. Expenditures re
lated to instruction were up
nearly 11 percent and re
search costs rose almost 12
percent. Within the educa
tional and general category,
65 cents of every dollar was
spent directly on the Univer
sity's three-part mission of
instruction, research, and
public service. The remaining
35 cents was spent on sup-

Academic porting functions such as the
SupporI7.17% following:

Academic support
libraries, museums, academic

Hosp,lal . . d
24.34% computing, collegiate an

departmental administration,
etc.

Student services -services
provided for student health
and well-being such as coun
seling and placement ser
vices.

Institutional support
central administration and
business activities such as
purchasing, accounting, and
insurance.

Operation and mainte
nance of plant-utilities, cus
todial, grounds, and routine
maintenance.

Mandatory prin9pal and
interest transfers-transfers

14
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o Governmental Grants & Contracts

o Hospital Revenue

51.212.50

•••

Sl,143.5O

••

o Sales & Services of Educational Activities

o Auxiliary Enterprises

o Other

•

State Appropriations

Tuition

o Private Gifts, Grants & Contracts

heating, cooling, and electri
cal systems, will require solu
tions, and recreational and
intercollegiate sports facilities
must be upgraded. Deferred
maintenance of University
facilities must be addressed.

Meeting these numerous
challenges requires develop
ing a strategy that clearly de
fines priorities, allocating
resources to achieve stated
objectives, delivering effi
cient. cost-effective opera
tions, and continuing public
and private support of the
University.

Sl.032.3O

Current Funds - Revenues by Source
(Dollars In MIllions)

overall total growth and the
relative change in each com
ponent. Although most activ
ity has remained fairly
constant, significant increases
in hospital operations and
research activity are evident.

SUMMARY
The year ended June 3D,
1989, saw many positive
financial outcomes. State
support continued to accom
modate inflationary pressure
on educational expenses, the
University again posted ma
jor gains in research activity,
and the market value of en
dowments recovered from
the crash of '87.

Nonetheless, major finan
cial issues face the University
of Minnesota. Tuition and
fees must be contained to
preserve access for stu
dents with limited economic
resources. Competition to
attract and to retain out
standing faculty is intense,
and faculty salaries must be
increased to competitive
levels.

Instructional equipment
must be augmented and re
placed to provide faculty and
students with adequate
learning experiences.
Research facilities must be
modernized to keep pace
with technological changes.
Hazardous waste disposal
becomes more expensive
and difficult each year, and
contaminants such as asbes
tos and PCB-laden transform
ers must be removed.

Aging basic utilities on the
Twin Cities campus, including
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Current Funds - Total Expenditures by Function
(Dollars in Millions)

S1.061.50

$98610

590310

17.14%

14.03'\0

51.14470

$1.32700

24.34%

15.05%

6.99%

3.17°~

5.6~o

1985

• Instruction

Public Service

Academic Suppor!

o Student Services

16

1986 1987

o Institutional Suppor!

o Physical Plant

o Scholarships

1988

o Auxiliary Enterprises

o Research

o Hospital

1989



UNIVERSITY

o F

MINNESOTA

FINANCIAL

S TAT E MEN T S

JUNE 3D,

1 989



• • • • • • • • • • •

Ace 0 U N TAN T S REPORT

The Board of Regents
University of Minnesota:

We have audited the accom
panying balance sheet of the
University of Minnesota as of
June 30, 1989 and the re
lated statements of changes
in fund bafances, and current
funds revenues, expenditures
and other changes for the
year then ended. These finan
cial statements are the re
sponsibility of the University's
management. Our responsi
bility is to express an opinion
on these financial statements
based on our audit.

We conducted our audit in
accordance with generally
accepted auditing standards.
Those standards require that
we plan and perform the au
dit to obtain reasonable as
surance about whether the
financial statements are free
of material misstatement. An
audit includes examining, on
a test basis, evidence sup
porting the amounts and dis
closures in the financial
statements. An audit also in
cludes assessing the
accounting principles used
and significant estimates
made by management, as
well as evaluating the overall
financial statement presenta
tion. We believe that our au
dit provides a reasonable
basis for our opinion.

In our opinion, the financial
statements referred to above
present fairly, in all material
respects, the financial posi
tion of the University of Min
nesota at June 30, 1989 and
the changes in fund balances

18

and the current funds reve
nues, expenditures and other
changes for the year then
ended in conformity with
generally accepted account
ing principles.

Our audits were made for
the purpose of forming an
opinion on the basic financial
statements taken as a whole.
The supplementary informa
tion included in the accom
panying schedule is
presented for purposes of
additional analysis and is not
a required part of the basic
financial statements. Such
information has not been
subjected to the auditing
procedures applied in the
audits of the basic financial
statements and, accordingly,
we express no opinion on it.

Peat Marwick Main &. Co.
Certified Public Accountants

November 3, 1989
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UNIVERSITY OF MINNESOTA.
Balance Sheet (in thousands)
June 30, /989 (wirh comparative totals for J988)

Endowment
Current funds Loan and similar Plant Total all funds

Assets Unrestricted Restricted Funds funds funds 1989 1988

Cash and temporary investments
(note 3) $195,214 61,865 2,420 26,964 217,497 503,960 482,360

Receivables (note 2) 114,852 37,898 44,912 41,400 239,062 247,863
Inventories 28,939 244 29,183 31,716
Prepaid expenses and deferred

charges 12,035 5,563 17,598 17,512
Investments (note 4) 17,886 13,496 220,546 26,873 278,801 262,454
Investment in unconsolidated

subsidiary 11,362 11,362 10,306
Investment in plant (notes 5 and 8):

Land 26,585 26,585 26,441
Buildings and' improvements 1,145,494 1,145,494 1,101,693
'Equipment 430,955 430,955 377,100
Other 109,990 109,990 102,940

Other assets (note 7) 8,500 8,500 8,500

Total assets $388,788 113,503 47,332 247,510 2,004,357 2,801,490 2,668,885

L1ab'lllties and Fund Balances

Liabilities:
Accounts payable 32,609 4,870 38 1,420 38,937 51,761
Accrued liabilities 38,115 5,654 33 8,062 51,864 48,078
Notes payable, bonds payable, and

capital lease obligations (note 5) 294,297 294,297 301,035
Unearned income 12,437 (217) 12,220 16,970
Deposits held in custody for others 3,022 3,022 2,558
Interfund borrowing 349 292 258 (899)

---

Total liabilities 86,532 10,599 296 33 302,880 400,340 420,402

Fund balances:
Unrestricted 302,256 258 196,578 499,092 421,117
Restricted 102,904 10,314 53,993 167,211 187,457
U.s, government grants and other

refundables 36,464 36,464 35,378
Endowment 135,975 135,975 123,215
Term endowment 6,678 6,678 5,843
Quasi endowment - restricted 66,703 66,703 57,906
Quasi endowment - unrestricted 38,009 38,009 39,894
Life income 112 112 100
Net investment in plant 1,450,906 1,450,906 1,377,573

Total fund balances 302,256 102,904 47,036 247,477 1,701,477 2,401,150 2,248,483
Commitments (note 8)

Total liabilities and fund balances $388,788 113,503 47,332 247,510 2,004,357 2,801,490 2,668,885

..
See accompanying notes to financial statements.
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UNrVIRSITY Of MINNISOTA
Statement of Changes In fund Balances
(in thousands)
Yeal ended June 30. 1989 (with compilfative totals fOf 1988)

Current funds Endowment funds

Loan
Unrestricted Restricted funds True Quasi

Revenues and other additions:
Unrestricted revenues $1,026,273
Federal appropriations 14,013
State appropriations 71,166 55
Federal grants and contracts 164,653 943
State grants and contracts 19,025
Local grants and contracts 2,295
Private gifts, grants, and contracts 110,692 74 463
Endowment and investment income 16,677 231
Realized gains (losses) and adjustments to market

value, net (413) (9) 11,129 9,643
Student loan interest 1,252
Expended for plant facilities including $51,103

charged to current funds
Notes and bonds payable expended
Retirement of indebtedness
Other additions 61---

Total revenues and other additions 1,026,273 398, I 08 2,607 11,592 9,643

Expenditures and other deductions:
Education and general 564,126 347,174
Auxiliary enterprises 92,625 123
University hospitals 322,814 141
Indirect costs recovered 34,828
Loan cancellation 1,118
Administrative and collection costs 525
Expended for plant facilities including $5,655 not

capitalized
Expended for plant facilities - funded by debt
Retirement of indebtedness
Interest on indebtedness
Disposal of plant facilities
Other deductions 336

Total expenditures and other deductions 979,565 382,602 1,643 ---
Transfers among funds - additions (deductions):

Mandatory:
Principal and interest (2,911) ( 12)
Renewals and replacements (276)
Nonmandatory (7,636) (24,850) 159 2,015 (2.731 )---

Total transfers (10,823) (24,862) 159 2,015 (2,731 )---
Net increase (decrease) for the year 35,885 (9,356) 1,123 13,607 6,912

Fund balance at beginning of year 266,371 112,260 45,913 129,158 97.800

Fund balance at end of year $ 302,256 102,904 47,036 142,765 104,712

See accompanying notes to financial statements.
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Plant funds

Net Investment Total all funds

Unrestricted Restricted In plant 1989 1988

1,026,273 893,725
14,013 13,238
71,221 67,604

14,415 \80,011 \52,173
48 \9,073 10,021

126 2,42\ 2,876
100 1,613 112,942 \17,78\

17,996 898 35,802 37,691

224 (11) 20,563 ( 16,785)
1,252 1,372

120,112 \20,\12 123,618
2\,014 2\,014 7,896

7,386 7,386 158,685
58 1\9 \44

39,392 \7,089 127,498 1,632,202 1,570,039

911,300 837,783
92,748 85,205

322,955 221,721
34,828 30,355

\,118 579
525 460

19,965 33,114 53,079 83,475
21,662 2\,662 9,776

7,386 7,386 158,685
18,335 18,335 19,503

15,263 15,263 \5,715
336 227

\9,965 58,835 36,925 1,479,535 \ ,463,484

(11,670) 23,927 (9,334)
276

34,258 6,691 (7,906)

22,588 30,894 (17,240)

42,015 (10,852) 73,333 \52,667 106,555
\54,563 64,845 \,377,573 2,248,483 2,141,928

196,578 53,993 1,450,906 2,401,150 2,248,483

•

• • • • • • • • • •
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UNIVERSITY OF MINNESOTA
Statement of Current Funds Revenues, Expenditures, and Other Changes
(in thousands)
Year ended June 3D, 1989 (with comparative totals for 1988)

1989 1988

Unrestricted Restricted Total Total

Revenues:
Tuition and fees $ 128,993 128,993 129,489
Federal appropriations 14,135 14,135 13,138
State appropriations 335,157 72,887 408,044 390,314
Federal grants and contracts 31,226 135,754 166,980 149,562
State grants and contracts 156 12,654 12,810 10,565
Local grants and contracts 43 2,138 2,181 2,121
Private gifts, grants, and contracts 7,423 100,922 108,345 105,797
Endowment income 2,643 6,657 9,300 7,489
Investment income 21,448 2,303 23,751 17,623
Realized gains (losses) and adjustments to market value, net (804) (804) (41)
Sales and services of educational activities 71,502 71,502 65,944
Sales and services of auxiliary enterprises 101,527 101,527 91,847
Sales and services of hospitals 322,029 322,029 230,831
Other income 3,873 3,873
Equity in earnings of unconsolidated subsidiary 1,057 1,057 905

Total revenues 1,026,273 347,450 1,373,723 1,215,584

Expenditures and mandatory transfers:
Education and general:

Instruction 274,045 54,883 328,928 296,642
Research 13,778 185,960 199,738 178,199
Public service 21,567 53,893 75,460 66,049
Academic support 79,428 15,745 95,173 84,309
Student services 33,855 3,564 37,419 34,853
Institutional support 53,643 3,420 57,063 66,003
Operation and maintenance of plant 73,980 1,460 75,440 73,192
Scholarships and fellowships 13,830 28,249 42,079 38,536

Education and general expenditures 564,126 347,174 911,300 837,783
Mandatory principal and interest transfers 986 12 998 1,002

Total education and general 565,112 347,186 912,298 838,785

Auxiliary enterprises:
Expenditures 92,625 123 92,748 85,205
Mandatory transfers for:

Principal and interest 1,193 1,193 1,018
Renewals and replacements 276 276 306

Total auxiliary enterprises 94,094 123 94,217 86,529

University hospitals:
Expenditures 322,814 141 322,955 221,721
Mandatory principal and interest transfers 732 732 974

Total University hospitals 323,546 141 323,687 222,695

Total expenditures and mandatory transfers 982,752 347,450 1,330,202 1,148,009

Other transfers - additions (deductions):
Excess of restricted additions over expenditures 15,830 15,830 22,581
Refunded to grantors (336) (336) (227)
Nonmandatory transfers (7,636) (24,850) (32,486) (48,673)

Total other transfers - additions (deductions) (7,636) (9,356) (16,992) (26,319)

Net increase (decrease) in fund balances $ 35,885 (9,356) 26,529 41,256

See accompanying notes to financial statements.
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To the extent that current
funds are used to finance
plant assets, the amounts so
provided are accounted for
as ( I ) expenditures, in the
case of normal replacement
of movable equipment and
library books; (2) mandatory
transfers, in the case of re
quired provisions for debt
amortization and interest and
equipment renewal and re
placement; and (3) as trans
fers of a nonmandatory
nature for all other cases.

In order to observe the
limits and restrictions placed
on the use of available re
sources, the University uses
the principles of "fund ac
counting." Resources for vari
ous purposes are classified
into funds that characterize
and reflect sources of reve
nue and specified activities or
objectives. Separate accounts
are maintained for each fund;
however, in the accompany
ing financial statements,
funds that have similar char
acteristics have been com
bined into fund groups.

Within each fund group,
fund balances restricted by
outside sources are so indi
cated. These externally re
stricted funds may only be
utilized in accordance with
the purposes established by
the source of such funds and
are in contrast with unre
stricted funds over which
the Board of Regents retains
full control to use in achiev
ing any of its institutional
purposes.

The accounts of the Uni
versity are summarized for
financial reporting purposes

23

into the following fund classi
fications:

•••••

Loan
Funds provided by the fed
eral government, the state of
Minnesota, and private do
nors for student loans. These
are revolving funds in that
repayments become available
for loans to other students.

Current Restricted
Externally restricted operat
ing funds that may be utilized
only in accordance with the
purpose established by the
source of the funds.

Endowment
Funds donated by individuals,
agencies, and others that, as
a condition of the gift instru
ment, generally require the
maintenance of principal.
The principal of true endow
ment funds is invested per
manently to produce income.
Term endowment funds are
similar to true endowment
funds except that all or part
of the principal may be ex
pended after a specified
period of time or the
occurrence of a particular
event. Quasi endowment re-

Current Unrestricted
Funds over which the Univer
sity retains full control, to use
in achieving its institutional
purposes including instruc
tion, research, public service,
general supporting activities,
and the investment and cu
mulative earnings of the Uni
versity's wholly owned
captive insurance company,
RUMINCO, Ltd.

•••••

Notes to Financial
Statements
June 30, 1989

•

( I) Summary of Slgnlllcant
Accounting Polldes
The financial statements are
presented on the accrual ba
sis in accordance with ac
counting principles outlined
in the American Institute of
Certified Public Accountants'
audit guide, Audits of Col
leges and Universities, and
guidelines suggested by the
National Association of Col
lege and University Business
Officers with the exception of
recording gifts when
received, which is a common
practice for colleges and uni
versities. The omission of the
preceding accrual does not
have a material effect on the
financial statements. Also as
permitted by generally ac
cepted accounting principles
for colleges and universities,
the University of Minnesota
(the University) does not
provide for depreciation of
physical properties.

The statement of current
funds revenues, expenditures,
and other changes is a state
ment of financial activities of
current funds related to the
current reporting period. It
does not purport to present
the results of operations or
the net income or loss for
the period as would a state
ment of income or a state
ment of revenues and
expenses.

•

•
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stricted funds represent gifts
restricted for specific pur
poses for which the Univer
sity has established
endowments. Such restricted
gifts are recorded as addi
tions directly to the quasi
endowment restricted funds
and can be spent for their
restricted purposes. Quasi
endowment unrestricted
funds are funds without re
striction that have been allo
cated by the University for
investment purposes.

Plant
Funds to be used for acquisi
tion of physical properties for
institutional purposes but un
expended at the date of re
porting, funds set aside for
renewal and replacement of
institutional properties, funds
set aside for debt service
charges and for retirement of
indebtedness related to insti
tutional properties, and funds
invested in institutional prop
erties.

Other significant account
ing policies are as follows:

Cash and Temporary
Investments
The cash balances of the vari
ous fund groups of the Uni
versity are invested primarily
in foreign and domestic
commercial paper, money
market mutual funds, and
shorter term U.S. Govern
ment and Agency securities.
These investments are car
ried at amortized cost, which
approximates the market
value at June 30, 1989. Also
included in cash and tempo-

24

rary investments are invest
ments restricted for con
struction projects and bond
reserve funds (see note 3).

Investments
Investments are recorded at
market value and adjusted
periodically as such value
changes. The University holds
a substantial portion of the
assets of permanent and
quasi endowment funds in
investment pools.

Inventories
Inventories held for resale are
carried at the lower of cost
(first in, first out) or market
value and other inventories
are carried primarily at cost;
however, livestock inventory
is valued at a uniform market
value.

Investment in Plant
Land, bUildings, and other
property included in the
plant funds are stated at cost
at dates of acquisition or fair
market value at dates of do
nation in the case of gifts.
The investment in plant is
reduced annually by the cost
of equipment and other
property disposals during the
year. In accordance with gen
erally accepted accounting
principles for colleges and
universities, no provision is
made for depreciation of
physical plant and
equipment.

Interest is normally
expensed as incurred, except
when it is incurred in con
junction with major capital
additions, and then it is
shown as an addition to in
vestment in plant. The
amount of interest capital-

ized, net of interest income
on bond trustee held invest
ments, is determined by ap
plying current interest rates
to the funds required to fi
nance the construction.

Revenue Recognition
Current funds revenues in
clude all unrestricted
resources earned during the
year and restricted revenues
to the extent that such funds
were expended for current
operating purposes. Reve
nues and related expendi
tures incurred in connection
with the 1989 summer ses
sions are deferred at year
end.

Vacation Pay
The University accrues a lia
bility for vacation pay for all
civil service employees. The
accrued vacation pay liability
at June 30, 1989, for 12
month academic employees
is not determinable. The
maximum unrecorded poten
tial liability for academic em
ployees at June 30, 1989, is
approximately $12,783,000.

Income TilXes
The University is exempt
from federal income taxes as
an instrumentality of the state
of Minnesota and under Sec
tion 50 I (c)(3) of the Internal
Revenue Code.

Reclassifications
Certain 1988 financial state
ment amounts have been
reclassified to conform with
the 1989 presentation.
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(1) Receivables
At June 30 the receivables balances consisted of the following (in thousands):

1989 1988

Current unrestricted funds
University hospitals $ 86,808 80,424
Less allowance for uncollectible accounts (24,415) 62,393 (20,061) 60,363

State appropriations 27,886 26,141
Accrued income 11,465 11,333
Student and other 15,222 13,899
Less allowance for uncollectible accounts (2,114) 13,108 (2,207) 11,692

114,852 109,529
Current restricted funds
Unbilled charges, due principally from

federal government 24,167 27,314
Other 13,731 37,898 12,853 40,167

Loan funds
Notes receivable 52,456 50,979
Accrued interest 1,210 1,552

53,666 52,531
Less allowance for uncollectible accounts (8,754) 44,912 (8,899) 43,632

Plant funds
Notes receivable 120 23
Federal grants 48 180
State appropriations 40,020 52,804

.. Accrued interest 1,212 41,400 1,528 54,535

Total $239,062 $247,863



• • • • • • • • • • •

(3) C.uh and Temporary Investments
Cash and temporary investments of the University by fund group at June 30, 1989, consisted
of the following (in thousands):

Current unrestricted
Current restricted
Loan
Endowment
Plant

Total

Market value per unit at June 30,1989

Temporary
Investment

pool

$195,214
61,865

2,420
26,964

189,098

$475,561

$1.00

Trustee
held assets

28,399

28,399

Total

195,214
61,865

2,420
26,964

217,497

503,960

Included in cash and tem
porary investments are re
stricted investments that are
held by the bond trustee for
construction projects and for
reserve funds reqUired to be
maintained by the bond in
dentures. The amounts held

by the trustee aggregated
$10,235,000 and
$31,509,000 for construction
and $ 18,164,000 and
$42,92 1,000 for reserve
funds at June 30, 1989 and
1988, respectively.

(4) Investments
Investments at June 30 consisted of the following (in thousands):

1989 1988

Market Cost Market Cost

Short-term cash
equivalents $ 50,260 46,326 47,244 46,647

Bonds 135,001 130,206 151,712 147,236
Common and

preferred stock 89,114 74,680 59,492 53,098
Mortgages and

other 4,426 4,430 4,006 4,010

$278,801 255,642 262,454 250,991

The combined investment
yield, exclusive of securities
lending and other portfolio
management strategies reve
nue, based on average
month-end market values
was 8.42 percent and 7.81
percent for the years ended
June 30, 1989 and 1988,
respectively.
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The University's endow
ment funds are invested in
the Group Investment Fund
(GIF), the Permanent Univer
sity Fund (PUF), and the
Group Income Pool (GIP),
and in Separately Invested
Funds (SIF). GIF, PUF, and GIP
are investment pools that are
unitized on a market value

basis with each participant
subscribing to or disposing of
units on the basis of the mar
ket value per unit at the be
ginning of the month.



The following tabulation summarizes all pooled and nonpooled investments by fund (in thou-
sands, except for market value per unit):

GIP Glf PUf Sif Total

Current fund:
Unrestricted $ 17,886 17,886
Restricted 13,496 13,496
Endowment fund 32,367 83,984 79,335 24,860 220,546
Plant fund 26,873 26,873

Total $ 63,749 83,984 79,335 51,733 278,801

Total pool units 575 3,157 782 N/A N/A

Market value per unit $ 110.87 26.26 101.45 N/A N/A

ceptable to the University
that is at least 95 percent of
the market value of the secu
rities loaned. Under the writ
ten agreements with the
borrowers, the University re
tains all rights of ownership
to the loaned securities, re
ceives all dividend and inter
est income, and reserves the
right to at any time terminate
any loan of securities. At June
30, 1989, the University had
securities of approximately
$ 195,000,000 involved in
loans. These loans were sup
ported by collateral of ap
proximately $ 190,000,000.

In addition, the University
employs other portfolio man
agement strategies involving
the purchase or borrowing of
securities and the
subsequent sale of these and
other University securities
with a corresponding hedge
against market fluctuations
using options, futures, and
other securities. As with the
lending of securities, these
strategies are designed to
improve investment return by
utilizing hedged, minimal risk
techniques that are short
term in duration. The Univer-
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sity had outstanding
approximately $3 t ,000,000
in market value in these strat
egies that involved securities
purchased or borrowed. Total
income earned on the securi
ties lending and investment
strategies was $1,966,51 I,
including $700,658 earned
through the use of University
of Minnesota Foundation se
curities and recorded as in
come by them, for the year
ended June 30, 1989.

••••••

the endowment to current
funds.

The distributed endow
ment earnings of the Perma
nent University Fund is
limited to the lesser of 5.5
percent of the three-year
moving average of the mar
ket value of the fund assets
or the actual investment in
come. When investment in
come exceeds the 5.5
percent return, the excess is
transferred to quasi endow
ment funds from current
funds for the benefit of each
individual endowment. These
excess earnings, which are
shown as a nonmandatory
transfer, aggregated
$1,173,000 for the year
ended June 30, 1989.

To enhance the return on
investment, the University
maintains a securities lending
program involving the en
dowment and short-term
investment portfolios. As
governed by defined guide
lines and agreements, the
University loans securities to
brokerage firms, banks, and
other approved institutional
borrowers in exchange for
cash or other collateral ac-

Investment income relating
to endowment fund assets is
recorded as revenue in the
current funds. The University
revised its spending policy,
effective January 1, 1989,
whereby earnings of the
Group Investment Fund are
distributed at a rate of 5.5
percent, formerly 5 percent,
of the three-year moving av
erage of the market value of
the fund assets; therefore, in
certain years accumulated
capital gains are used to sup
plement investment income.
When capital gains are so
used, they are reported as a
nonmandatory transfer from
endowment to current funds.
When investment income
exceeds the above-stated
5.5 percent return, the ex
cess is transferred to quasi
endowment funds from cur
rent funds for the benefit of
each individual endowment.
Durirlg the year ended June
30, 1989, net nonmandatory
transfers of $326,000 (earn
ings shortfall of $500,000,
excess earnings of
$ 174,000) were made from

..
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(5) Notes P....y.ble, Bonds Payable, and Capital lease Obllg....t1ons
At June 30 the outstanding indebtedness of the University consisted of the following
(in thousands):

General Obligation Refunding Bonds, Series 1986A, at 6.0% to 7.82%
due at various dates through 2005 except capital appreciation
bonds at 6% to 7.75% due 2005-2011

General Obligation Refunding Bonds, Series 1985A, at 7.25% due
1989

Variable Rate Demand Bonds, Series 1985£, 1985F, 1985G, 1985H,
and 19851, F&.G at 6.175% and £, H, and I at 5% due at various
dates through 20 17

Various auxiliary enterprise bonds, at 3%, due at various dates through
20 I I, collateralized by revenues of self-supporting auxiliary enter
prises and the full faith and credit of the University

Note payable to bank at 2.75% below the average rate charged by the
bank for the previous 12 months, installments due annually through
July 1992, collateralized by the full faith and credit of the University

Installment notes payable to computer equipment vendor, at 5% to
8.5%, collateralized by the related equipment

Obligations under capital leases, at 4.45% to 11.75%

Total

1989 1988

$109,210 109,210

2,815

165,000 167,500

18,285 18,795

129 144

II 74
1,662 2,497

$294,297 301,035

During the year ended
June 30, 1985, the University
issued General Obligation
Refunding Bonds, Series
I 985A, and Variable Rate De
mand Bonds, Series 1985B,
1985C, and 1985D, for the
purpose of early extinguish
ment and advance refunding
of Series 1982 Term Bonds
and Series I 982 Serial Bonds
and to finance construction
of a parking ramp. Series
1982 Bonds in the amount of
$43,705,000 were retired.
Proceeds of the Series
I 985A Bonds were depos
ited with a trustee in an
amount sufficient, together
with the interest earned
thereon, to be used to meet
debt service requirements of
$1 12,635,000 of the Series
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I 982 Bonds as they become
due. The amount of defeased
Series 1982 Bonds outstand
ing was $1 10,705,000 and
$1 I 1,705,000 at June 30,
1989 and 1988, respectively.

During the year ended
June 30, 1986, the University
issued General Obligation
Refunding Bonds, Series
1986A, for the defeasance of
$89,236, 139 of General Ob
ligation Refunding Bonds,
Series I 985A. Proceeds of
the Series 1986A Bonds
were deposited with a
trustee in an amount suffi
cient, together with the inter
est earned thereon, to be
used to meet debt service
requirements of the defeased
Series I 985A Bonds as they
become due. The amount of
defeased Series 1985A
bonds outstanding was
$89,236,139 at June 30,

1989 and 1988. Included in
the June 30, 1989 and 1988,
defeased Series 1985A
Bonds are $8,296,139 of
capital appreciation bonds.

During the year ended
June 30, 1986, the University
sold $ 170,000,000 in Vari
able Rate Demand Bonds,
Series 1985£ through I. Ap
proximately $ 144,000,000 of
the proceeds were depos
ited in the escrow fund es
tablished under the bond
indentures to redeem both
the Series 1984A Bonds and
the Series 1985B through D
Bonds. On July 2 I, 1987, the
University redeemed the Se
ries I 984A Bonds and
1985B through D Bonds.

The full faith and credit of
the University is pledged for
payment of principal and in-



Fiscal year ending Notes and Capital lease
June 30 bonds payable obligations Total

1990 $ 5,281 700 5,981
1991 5,425 507 5,932
1992 6,445 428 6,873
1993 6,625 136 6,761
1994 6,820 32 6,852
Thereafter 262,039 262,039

292,635 1,803 294,438
Less interest portion 141 141

$292,635 1,662 294,297

has entered into a credit
agreement with a bank.

Included as part of
restricted plant fund balances
at June 30, 1989, are
$6,623,202 for renewals and
replacements and
$4,785,182 for retirement of
indebtedness as required by
related debt covenants.

The University leases cer
tain data processing and of
fice equipment under capital

•••••
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are not actuarially segregated
by employer unit. As of June
30, 1988, University employ
ees represented approxi
mately 30 percent and 1
percent of active plan partici
pants in MSRS and PERA, re
spectively.

At June 30, 1988, the date
of the latest actuarial valua
tion, net assets available for
benefits were $ 10,548,000,
$ 1,644,000,000, and
$557,669,000 for the Faculty
Retirement Supplement,
MSRS, and PERA plans, re
spectively. The actuarial
present value of accumulated
plan benefits was not calcu
lated.

leases. Included in the plant
fund group at June 30, 1989,
is equipment acquired under
capital leases of $7,81 (,529.

Maturities and sinking fund
requirements on notes and
bonds payable outstanding
as well as minimum future
lease payments on capital
leases at June 30, 1989, are
as follows (in thousands):

•••••

tion of prior service cost
through 2012.

The Faculty Retirement
plan of the University is a de
fined contribution plan and is
fully funded. For faculty
members employed prior to
1963, the University provides
a Faculty Retirement Supple
ment that is being funded in
the amount equal to the an
nual benefits payable to retir
ees, plus the amount
necessary to fund the actuar
ial deficit over a 12-year pe
riod.

Statewide plans (MSRS
and PERA) cover employees
of the state of Minnesota,
school districts, counties, cit
ies, and other political subdi
visions. The unfunded vested
benefit liabilities of the plans

•

(6) Pension Expenditures
All employees of the Uni

versity meeting age and
length of service require
ments participate in either
civil service (Minnesota State
Retirement System - MSRS),
faculty (University of Minne
sota) or Police Department
(Police and Fire Fund of Pub
lic Employees Retirement
Association - PERA) pension
plans (the plans). The plans
require contributions by both
employer and employees.
Pension expense of the Uni
versity for the years ended
June 30, 1989 and 1988,
was $35,703,000 and
$37,551,000, respectively,
which includes the amortiza-

terest related to the 1985
and 1986 bonds. The Variable
Rate Demand Bonds are sub
ject to optional tender and
mandatory tender by the
bondholders in certain cir
cumstances. The University
expects that tendered bonds
will be resold to the public by
a remarketing agent. To pro
vide for the purchase of ten
dered bonds that are not
remarketed, the University
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