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Year 2004-05

UNIVERSITY OF MINNESOTA

BOARD OF REGENTS

May 13, 2005

A meeting of the Board of Regents of the University of Minnesota was held on
Friday, May 13, 2005, at 9:00 a.m. in the Boardroom, 600 McNamara Alumni Center.

Regents present: David Metzen, presiding; Clyde Allen, Anthony Baraga, Peter
Bell, Frank Berman, Dallas Bohnsack, John Frobenius, Steven Hunter, David Larson,
Richard McNamara, Lakeesha Ransom, and Patricia Simmons.

Staff present: President Robert Bruininks; Chancellor Samuel Schuman; Senior
Vice President and Provost Thomas Sullivan; Senior Vice Presidents Frank Cerra and
Robert Jones; Vice Presidents Kathryn Brown, Carol Carrier, R. Timothy Mulcahy,
Charles Muscoplat, Kathleen O’Brien, Richard Pfutzenreuter, and Linda Thrane;
General Counsel Mark Rotenberg; Executive Director Ann Cieslak; Provost David Carl;
Executive Associate Vice President Al Sullivan; and Associate Vice Presidents Margaret
Carlson, Steve Cawley, Gail Klatt, and Michael Volna.

RECOGNITION

Recognition was given to Coach Laura Halldorson and the Twin Cities Women’s
Hockey team for winning the 2004-2005 National Collegiate Athletic Association
Championship.  It was noted that this was the second straight NCAA Championship for
the women’s team.

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 - March 10, 2005
Facilities Committee - March 10, 2005
Educational Planning & Policy Committee - March 10, 2005
Faculty, Staff & Student Affairs Committee - March 10, 2005
Finance & Operations Committee - March 10, 2005
Board of Regents Meeting - March 10, 2005
Board of Regents Work Session - March 10, 2005
Board of Regents - March 11, 2005
Board of Regents - April 21, 2005

REPORT OF THE PRESIDENT

President Bruininks reported on the first annual University of Minnesota
American Indian Council of Elders Educational Powwow held on March 22, 2005 on the
Twin Cities campus.  He noted that the powwow brings together Native and non-Native
people to appreciate and celebrate the customs and values dear to the Native
community, including education, cultural traditions, and family connections.  He
added that the University of Minnesota Elders Council was formally established in
1995 to provide cultural, spiritual, and personal psychological counseling to al l
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American Indian students, as well as academic and administrative units at the
University of Minnesota.  Bruininks thanked the Elders Council and applauded its
commitment and contributions to the University community.  He introduced members
of the Council who were in attendance.

The President also provided a brief legislative update noting that there were
only ten days remaining in the constitutionally mandated end of the legislative
session.  He urged members of the Board and University community to continue to
advocate on behalf of the University in the final days.

A copy of the Report of the President is on file in the Board Office.

REPORT OF THE CHAIR

Chair Metzen welcomed the newly-elected student representatives for the 2005-
2006 year and stated that the Board looks forward to working with them during the
coming year.

He announced that he has appointed an Ad Hoc Committee on the Stadium
comprised of Regents Allen, Frobenius, Ransom, and himself.  The first meeting of the
committee was held on May 9 to begin a review for the Environmental Impact
Statement.

He announced the appointment of the Nominating Committee to develop a slate
of officers for the Board of Regents annual meeting in June.  The committee consists o f
Chair Bell, Regent Allen and Regent Bohnsack.

The chair reported the appointment of the President’s Review Committee
comprised of Chair Metzen, Vice Chair Baraga, and Regent Simmons.  The committee
will meet in closed session several times before the June Board meeting when a final
report on the President’s performance will be given.

He also congratulated graduates from all of the University’s campuses.  He stated
that the Board is proud of their accomplishments and wished them well.  He also
thanked members of the Board for their participation in the 24 ceremonies that were
held to confer degrees.

Finally, he reported that the Board would hold a public forum on Monday, May
16, 2005 from 10:00 a.m. until noon in the Boardroom to receive comments on the
University’s strategic positioning.  

RECEIVE AND FILE REPORTS

Chair Metzen noted the receipt and filing of the Annual Review of President’s
Delegations.

REPORT OF THE ALL-UNIVERSITY HONORS COMMITTEE

Regent Metzen stated that the Report of the All-University Honors Committee
was forwarded to the Board in a letter from President Bruininks on April 26, 2005.

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.
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REPORT OF THE NOMINATING COMMITTEE/
FUMC BOARD OF TRUSTEES

Regent Frobenius, Chair of the Nominating Committee for the Fairview-
University Medical Center (FUMC) Board of Trustees presented the report of the
committee and the following resolution for approval:

RESOLVED, that on the recommendation of the Board of Regents
Nominating Committee for the Fairview-University Medical Center
(FUMC) Board of Trustees, the following appointments are hereby
approved:

Dr. Barbara S. Daniels Reappointed for a three-year term
expiring May 2008

Dr. John Eckfeldt Appointed for a three-year term
expiring May 2008

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

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 for February and March 2005, as
listed in the docket materials and on file in the Board Office.  It was noted that a
corrected report presented at the February 2005 meeting was included in the docket
materials.

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

ANNUAL CAPITAL IMPROVEMENT BUDGET FY2006

President Bruininks and Vice Presidents O’Brien and Pfutzenreuter presented
the FY06 Annual Capital Improvement Budget for review as provided in the docket
materials and associated handouts.  A copy of the materials is on file in the Board
Office.

Bruininks provided brief introductory remarks.  He reported that the capital
budget reflects a successful outcome for the 2004 bonding bill, which was passed during
the first part of the 2005 legislative session.  The University’s request was focused on
“Taking Care of What We Have,” with goals of advancing new and strengthening
existing academic priorities; investing in the academic infrastructure that supports the
University’s mission to maintain excellence and improve future competitiveness; and
improving the University’s public mission and engagement.  

Pfutzenreuter provided information on the final outcome of the University’s
2004 capital request.  He then reported on the proposed FY06 Annual Capital
Improvement Budget stating that it provides funding of $240.2 million to begin design
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or construction during the next fiscal year.  He reported that 68 percent of the budget is
targeted for renovation of existing facilities and 32 percent targeted for new facilities.  

O’Brien provided a brief overview of the projects included in the budget and
noted that details of each project was included in their docket material.  She also noted
projects that have not received finalized pre-designs or financing and indicated that
these projects have the potential to be added to the Capital Budget as amendments.

The Annual Capital Improvement Budget will be on the agenda for action at the
June 10, 2005 Board meeting.

RESOLUTION:  TRANSFORMING THE UNIVERSITY OF MINNESOTA,
PRESIDENT’S RECOMMENDATIONS RELATED TO STRATEGIC POSITIONING 2005

President Bruininks presented a resolution titled Transforming the University
of Minnesota, relating to his recommendations for strategic positioning of the
University for the next decade.  

Bruininks reported that he initiated a comprehensive strategic positioning
process in August 2004.  The University’s goals, vision, mission, and values were
reviewed in the following months and a Strategic Positioning Report was developed
that identified and analyzed critical issues and challenges confronting the University
and set forth criteria for setting priorities and evaluating the University’s programs
and operations for the future.  The report also articulated the goal of making the
University of Minnesota one of the top three public research institutions in the world
within a decade.  In March 2005, the Board of Regents endorsed the Strategic
Positioning Report presented by the administration.  

The President presented his recommendations in response to the Strategic
Positioning Report as included in the docket materials.  He stated that his presentation
would focus primarily on the following three recommendations that will be before the
Board in June for approval:

1) The College of Human Ecology will be integrated as follows:

a) Design, Housing and Apparel and the College of Architecture and Landscape
Architecture will create a new College of Design;

b) Food Science and Nutrition will be integrated into a new College of Food,
Environment and Renewable Resources, with strengthened relationships
with Public Health and/or the Medical School; and

c) Family Social Science and the School of Social Work will be integrated with
units of the College of Education and Human Development to create a new,
expanded college dedicated to education, training, and human development
across the lifespan.

The College of Human Ecology will cease to exist as an independent collegiate
structure by July 1, 2006.

2) Units in the College of Natural Resources will be integrated with the academic
units of the current College of Agricultural, Food, and Environmental Sciences to create
a new, expanded college focused broadly on food systems, environmental science,
policy, and renewable resources.

The College of Natural Resources will cease to exist as an independent collegiate
structure by July 1, 2006.



Board of Regents
May 13, 2005

243

3) The academic units of the General College will be integrated with academic units
of the current College of Education and Human Development and Family Social Science
and the School of Social Work to create a new expanded college dedicated to education,
training, and human development across the lifespan.

The General College will cease to exist as an independent collegiate structure by
July 1, 2006.

The President provided details and an in-depth rationale for his three
recommendations.  He reported that, with the approval of the Board, the Provost in
consultation with the President will appoint task forces to design, plan, and implement
the transition of the colleges with reports due back to the President by December 10,
2005.  

Bruininks also reviewed a number of other academic recommendations
provided for information that will be before the Board at a later time for review and
approval, as appropriate.  The recommendations related to: undergraduate admissions,
enrichment, and support; faculty culture; future design of the University; forging an
international University; the Academic Health Center; and coordinate campuses.  In
addition, a number of future administrative actions that relate to continuous
improvement were included in the President’s recommendations.  

Tom Zearley, Vice Chair of the Student Representatives, addressed the Board
and commended the President for his consultation with student regarding his Strategic
Positioning recommendations.  He encouraged further student participation during
implementation of the recommendations and during planning processes for the
coordinate campuses. He recommended that savings from the efficiencies predicted by
the recommendations be channeled toward the academic mission of the University.
Zearley indicated that students have some concerns regarding the proposal to integrate
General College programs into another college and with reliance on other Minnesota
higher education institutions to support under-prepared or systematically
disadvantaged students.  Students favor the President’s recommendation committing
the University to prepare youth for post-secondary education through a proposed
Consortium for Postsecondary Success.

Board members complimented the President on his presentation indicating that
the recommendations contain many innovative ideas.   

Regent Simmons stressed the importance of improving graduation rates and
asked the President about his target goals for graduation once restructuring is complete.
Bruininks responded that he would like to see four-year graduation rates double and
six-year graduation rates near 70 percent.   

Regent Ransom indicated that she was pleased with the possible establishment
of a Consortium for Postsecondary Success that would enhance the coordination and
cooperation of external stakeholders such as preK-12 schools, professional education
organizations, parent support organizations, and other community groups.  She stated
that she believes it would be close to impossible to improve graduation rates without
working with these other members of the community to ensure that students are better
prepared to succeed and graduate from the University.  Regent Hunter concurred and
asked if the external agencies have expressed a willingness to work with the University.
Bruininks responded that he has had positive reactions from the leadership in the K-12
systems that expressed a willingness to work together.  Regent Berman added that this
is the essence of the University’s land-grant mission and the University has to be
flexible to address the demographic changes in the state and the needs of Minnesota’s
young people.  
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Regent Metzen noted that the Board would hear public comments on the
recommendations on May 16, 2005 and vote on June 10, 2005.

REPORT OF THE AD HOC COMMITTEE ON THE STADIUM

Regent Frobenius reported that the committee met on May 9, 2005 and voted
unanimously to recommend:

a) Approval of a resolution approving the Scoping Decision Document related
to the proposed development of an intercollegiate football stadium on the
Twin Cities campus, as follows:

WHEREAS, the Board of Regents of the University o f
Minnesota has been designated by the Minnesota Environmental
Quality Board as the Responsible Governmental Unit for the purpose
of conducting the environmental review on the football stadium
proposed to be constructed on the Minneapolis campus for use of the
Gopher football team, and other athletic and academic purposes of
the University; and

WHEREAS, in fulfillment of its responsibilities as the
Responsible Governmental Unit, University staff, with the
assistance of expert consultants, prepared and made available for
public review and comment during the period between March 28,
2005 and April 27, 2005 a Draft Environmental Assessment
Worksheet (EAW) and Draft Scoping Decision Document (SDD); and

WHEREAS, on April 13, 2005 University staff held a public
meeting for the purpose of receiving public comments regarding the
Draft EAW and Draft SDD; and

WHEREAS, University staff with assistance from expert
consultants analyzed each of the public comments, prepared a
written response to each, and revised the Draft SDD, where
appropriate, consistent with the response to the comments; and

WHEREAS, the Chair of the Board of Regents appointed an Ad
Hoc Committee on the Stadium to oversee the environmental review
of the proposed stadium and to report its findings and
recommendations to the Board of Regents; and

WHEREAS, the Ad Hoc Committee on the Stadium met on May
9, 2005 to carefully review the public comments to the Draft EAW and
the Draft SDD, the response to each of the comments, and the
proposed revisions to the Draft SDD; and

WHEREAS, the Ad Hoc Committee on the Stadium has found
that (i) based on the advice of legal counsel, the University complied
with all legal requirements in preparing the Draft SDD, including
those governing public participation, and (ii) the proposed scope for
the environmental review set out in the Draft SDD, as revised, is a
proper and adequate scope for the EIS; and has recommended that the
Board of Regents approve the revised Draft SDD; and
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WHEREAS, the Board of Regents reviewed the revised Draft
SDD and the report of the Ad Hoc Stadium Committee on the
Stadium; and

NOW, THEREFORE, BE IT RESOLVED, that the Board of
Regents affirms the findings of the Ad Hoc Committee on the Stadium
and approves the Scoping Decision Document as presented at the May
13, 2005 Board of Regents meeting.

The Board of Regents voted unanimously to approve the resolution related to the
Scoping Decision Document and the proposed development of an intercollegiate
football stadium on the Twin Cities campus.

REPORT OF THE AUDIT COMMITTEE

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

a) Approval of the appointment of Larson Allen, LLP to serve as the
University’s external auditor, subject to contract negotiations.

The Board of Regents voted unanimously to approve the recommendation of the
Audit Committee.

Frobenius reported that the committee engaged in a discussion relating to the
University’s general operations risk profile; received an update on internal audit
activities, results, and observations; and reviewed a number of information items
contained in the docket materials.

REPORT OF THE FACULTY, STAFF, & STUDENT AFFAIRS COMMITTEE

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

a)  Approval of the Consent Report for the Faculty, Staff, & Student Affairs
Committee as presented to the committee and described in the May 12, 2005
committee minutes.

b )  Adoption of amendments to Board of Regents Policy: Political Office,
Appointments, and Positions, as follows:

EMPLOYEES CAMPAIGNING FOR OR HOLDING PUBLIC OFFICE

SECTION I.  SCOPE

This policy governs the activities of University of Minnesota
(University) employees who campaign for and/or hold public office.

SECTION II. DEFINITIONS.

Subd. 1. Public Office.  Public Office shall mean an elected or
appointed position within a public/governmental organization.
Such positions include, but are not limited to, elected officials at a
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municipal, county, state, or national level and appointments to
public office, governing boards, or commissions.

SECTION III. GUIDING PRINCIPLES.

Subd. 1. Right to Hold Office.  University employees have the right
to campaign for and hold public office.

Subd. 2. Public Service.  The University encourages its employees
to engage in public service, including holding public office.

Subd. 3. Employee Obligation to the University.  Campaigning for
or holding public office must be balanced with an employee's primary
job responsibilities.

SECTION IV. REQUIREMENTS FOR EMPLOYEES.

Subd. 1. Consultation with Collegiate and Administrative Units.
A University employee shall consult with the appropriate college or
administrative unit prior to initiating a candidacy for or
appointment to public office.  These consultations shall occur well in
advance of any anticipated service and shall focus on whether the
temporary suspension of some portion of an employee's
responsibilities can be accommodated without serious impairment
to departmental or unit functions.  

Subd. 2. Leave of Absence.  When an employee is elected or
appointed to a public office that requires being absent from
University duties full- or part-time for continuous periods of less
than two years, it is anticipated that an unpaid leave of absence wil l
accommodate this need.

Subd. 3. Resignation.  When an employee is elected or appointed to
a public office requiring continuous full-time service for a specified
period of more than two years, the University expects the employee to
resign.  The president or delegate shall determine any exceptions to
this policy.

SECTION V. RESTRICTIONS.

University employees shall not imply University endorsement or use
University resources in campaign activities or literature.  Employees
campaigning for, fundraising for, or holding public office shall
follow University policies regarding use of University equipment,
services, facilities, property, and paid work time.

c) Adoption of amendments to Board of Regents Policy: Student Records, as
follows:

STUDENT EDUCATION RECORDS
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SECTION I.  SCOPE.

This policy governs information provided to the University o f
Minnesota (University) by enrolled or potential students so that the
University can assess applications, provide services, and render
advice regarding appropriate courses of study.

SECTION II.  GUIDING PRINCIPLE.

The University shall respect the privacy of student education records.
Student education records shall be disclosed only to the student, to
persons within the University with a legitimate interest, to persons
authorized by the student to receive the student's education records,
and to persons authorized to receive education records without the
student's consent.

SECTION III.  DEFINITIONS.

Subd. 1 Directory Information. Directory information shall
mean the student's name, address, electronic (e-mail) address,
telephone number, dates of enrollment, enrollment status (full-time,
part-time, not enrolled, withdrew, and date withdrawn), major,
adviser, college, class, academic awards and honors received, and,
upon graduation, the degree awarded.

Subd. 2. Legitimate Educational Interest. Legitimate educational
interest shall mean an interest in reviewing student education
records for the purpose of performing an appropriate University
research, educational, or administrative function.  

Subd. 3. Student Education Records.  Student education records
shall mean any record that contains personally identifiable
information about a student, regardless of its format or method of
storage.  Student education records shall not include law
enforcement records maintained separately from education records,
University employment records, and medical or psychological
counseling records, all of which are protected according to provisions
of state and federal law and University policy.

Subd. 4. School Official. School official shall mean a person
employed by the University in an administrative, supervisory,
academic, research, or support staff position (including law
enforcement unit personnel and health staff); a person or company
with whom the University has contracted; a person serving on the
Board of Regents; or a student serving on a University committee or
otherwise assisting another school official in performing
institutional tasks.

SECTION IV.  ACCESS TO STUDENT RECORDS.

Subd. 1. Access to Directory Information.  Directory information
shall be publicly available and may be disclosed to any person
without the student's consent unless the student has suppressed or
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prohibited disclosure of the information.  Students shall be given the
opportunity to suppress their directory information during the term
of their enrollment.

Subd. 2. Access to Private Student Education Records.  Student
education records other than publicly available directory
information are private and shall not be disclosed except as
appropriate to the following:
 (a) the student;
(b) school officials with a legitimate educational interest in the

information;
(c) persons specifically authorized by the student in writing to

receive the information;
(d) other educational institutions in which the student seeks to

enroll, provided the disclosure is limited to official copies of
student transcripts or test scores from the appropriate
University office;

(e) other organizations conducting educational research studies,
provided the studies are conducted in a manner that does not
permit identification of students and the information will be
destroyed when no longer needed for the specific purpose;

(f) persons in compliance with a court order or lawfully issued
subpoena, provided that a reasonable attempt is made to notify
the student where required prior to release;

(g) appropriate members of the court system when legal action
against the University is initiated by the student and the
disclosure is part of the University's defense;

(h) appropriate persons during an emergency, provided the
information is necessary to protect the health or safety of the
student or other individuals;

(i) accrediting organizations and state or federal education
authorities using information for auditing, evaluating, or
enforcing legal requirements of educational programs,
provided the data is protected to prohibit the identification of
students and all personally identifiable information is
destroyed when no longer needed;

(j) appropriate persons or agencies in connection with a student's
application for or receipt of financial aid to determine
eligibility, amount, or conditions of financial aid and to
enforce the terms and conditions of the aid;

(k) parents of a dependent student as defined under the Internal
Revenue Code; and

(l) the victim of an alleged perpetrator of a crime of violence or a
nonforcible sex offense.       

SECTION V.  ADMINISTRATIVE PROCEDURES.

The University shall maintain administrative procedures that fulfill
its legal obligations regarding student education records, including,
but not limited to, notice of rights to students, access to education
records, recordkeeping requirements, the right to request
amendment of education records, and hearing rights.

d) Approval of the promotion and/or tenure recommendations as presented in
the docket materials effective with the beginning dates of their terms of
appointment in 2005-06.
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e) Approval of continuous appointment status along with promotion for staff
in the academic professional series as presented in the docket materials to
be effective with the beginning of the 2005-2006 appointment period.

f) Approval of a resolution related to the proposed labor agreement with the
Minnesota State Building and Construction Trades Council for Crafts and
Trade Employees, as follows:

WHEREAS, the parties have met and negotiated over the
course of the past two months and have reached agreement regarding
terms and conditions of employment regarding the employees of this
bargaining unit (a complete copy of which is available in the Office o f
the Board of Regents); and

WHEREAS, the crafts and trades locals have ratified
acceptance of the agreement; and

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

NOW, THEREFORE, BE IT RESOLVED that on the
recommendation of the President, the Board of Regents approves this
labor agreement as outlined in the docket for May 12, 2005.

In order to avoid the appearance of a possible conflict of interest, Regent
Hunter recused himself and left the room during the approval of the item
relating to the labor agreement with the Minnesota State Building and
Construction Trades Council for Crafts and Trade Employees.

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

Simmons reported that the committee also reviewed proposed amendments to
Board of Regents Policy: Student Services Fees; reviewed information relating to
faculty salary comparisons and analysis; received an update on employee health care
benefits; and reviewed a number of information items contained in the docket
materials.

REPORT OF THE FINANCE & OPERATIONS COMMITTEE

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

a) Approval of the Consent Report for the Finance & Operations Committee as
presented to the committee and described in the May 12, 2005 committee
minutes.

b) Adoption of amendments to Board of Regents Policy: Endowment Fund, as
follows:

ENDOWMENT FUND

SECTION I.  INVESTMENT OBJECTIVES
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Subd. 1. Overall Objectives.  The overall objectives for the
University of Minnesota (University) endowment fund (endowment)
shall be to:

(a) preserve the inflation-adjusted value of the endowment; and
(b) maximize total return (income plus capital appreciation)

within
acceptable risk parameters and a goal of at least 500 basis
points annually above inflation (as measured by the Consumer
Price Index) over three- and five-year trailing periods.

Subd. 2. Investment Manager Objectives.  The objectives for the
investment managers of the endowment shall be to exceed the
investment performance of appropriately established benchmarks
and rank consistently above the median for investment performance
when compared to peers of similarly managed funds over three- and
five-year trailing periods.

SECTION II.  ASSET ALLOCATION GUIDELINES.

Subd. 1. Domestic Equities.  The long-term target allocation for
publicly traded domestic equities shall be 35 percent with a range
around this target of 30-40 percent.

Subd. 2. International Equities.  The long-term target allocation
for publicly traded international equities shall be 15 percent with a
range around this target of 10- 20 percent.   

Subd. 3. Fixed Income.  The long-term target allocation for fixed
income shall be percent with a range around this target of 15-25
percent.

Subd. 4. Alternative Investments. Alternative investments include
all securities or investment partnerships other than long-only
publicly traded stocks or bonds, stock or bond mutual funds, or index
futures structures.  Alternative investments shall include, but are not
limited to, the following:  private capital (such as private equity,
venture capital, and distressed debt), real assets (such as real estate
partnerships, timberlands, oil and gas partnerships, and other
investable commodities), and marketable alternatives (such as hedge
funds and mezzanine or high-yield debt).  The long-term target
allocation for alternative investments shall be 30 percent with a
range around this target of 25-35 percent.  Each new alternative
investment shall be reported to the Board of Regents (Board).

Subd. 5. Futures.  The purchase of futures contracts for purposes of
obtaining equity markets exposure is permissible.  Futures may only
be employed on an unleveraged basis.  Futures shall not be employed
for speculative purposes.  

Subd. 6. Options.  The use of options shall be limited to the
purchase of options for hedging purposes or the sale of covered
options.  The option exposure in aggregate shall be limited to 10% of
the value of the endowment.

 
Subd. 7. Short-Selling of Securities.  The aggregate market value of
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short sales shall not exceed 10 percent of the value of the endowment.

Subd. 8. Securities with No Public Market.  No investments shall
be made in securities without a public market, other than those
defined as alternative investments in subd. 4, unless specifically
authorized by the Board.

Subd. 9. Management Control.  The University shall make no
direct investments for the purpose of exercising management control
in the underlying companies.  Control strategies are permissible in
the context of investments in portfolio companies made by approved
investment managers.

Subd. 10.  Investment Management Firm Limit.  A maximum of 25
percent of the endowment may be invested by any one investment
management firm.  The president or delegate shall make adjustments
to a portfolio if an investment management firm exceeds this limit
for 12 consecutive months.

Subd. 11. Calculations of Limits.  Calculations of all percentage
limitations shall be done on a market value basis.  

SECTION III.  SPENDING GUIDELINES.

Subd. 1. Endowment Distributions.  The endowment distribution
rate shall be set at a level that is supportive of University operations
while enabling the endowment to grow at an inflation-adjusted rate
that will provide for future distributions.  Distributions shall be
made quarterly.

The annual target distribution rate shall be 4.5% of the average of the
endowment's trailing month-end market values for the prior 60
months.  Effective with the adoption of this policy, both the target
distribution rate and the payout calculation shall be phased in as
specified in Board resolution.  

SEE BOARD OF REGENTS RESOLUTION RELATING TO BOARD OF REGENTS
POLICY:  ENDOWMENT FUND DATED MAY 13, 2005.

c) Approval of a resolution related to Board of Regents Policy: Endowment
Fund, as follows:

WHEREAS, the University of Minnesota (University) wishes
the Consolidated Endowment Fund (Endowment) to represent a
stable source of funding to support operations directed at its primary
mission; and

WHEREAS, the University wishes to preserve the inflation-
adjusted value of the Endowment for use by future generations; and

WHEREAS, the Endowment receives only minimal inflows of
new cash receipts and therefore must protect and grow the corpus of
the Endowment based almost exclusively on investment results; and

WHEREAS, the distribution policy is a primary element
limiting future growth; and



Board of Regents
May 13, 2005

252

WHEREAS, the Office of Asset Management has recommended
reducing the distribution level from 5% to 4.5% annually and
extending the market value averaging period from 3 years to 5 years
to smooth the results;

NOW, THEREFORE, BE IT RESOLVED, that such changes in
Board of Regents Policy:  Endowment Fund shall be implemented as
follows:

(a) Distributions shall be made quarterly.  

(b )  The target distribution rate of 4.5 percent shall be
achieved by reducing the current rate of 5.0 percent by 0.1
percent each year beginning July 1, 2005 (fiscal year 2006)
through July 1, 2009 (fiscal year 2010), after which it shall
remain at 4.5 percent.

(c) For the first quarterly distribution on July 1, 2005 (fiscal
year 2006), the number of month-end market values
included in the average shall be 39 months.  Each quarter
thereafter the distribution rate shall be applied to a
month-end average that includes three additional months
until the averaging period is 60 previous months, after
which it becomes a 60-month rolling average.

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

Allen reported that the committee also received an overview of the budget, scope,
and timeline for the implementation phase of the Enterprise Financial System Project.

REPORT OF THE EDUCATIONAL PLANNING & POLICY COMMITTEE

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

a) Approval of the Consent Report for the Educational Planning & Policy
Committee as presented to the committee and described in the May 12, 2005
committee minutes.

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

Bell reported that the committee reviewed proposed amendments to Board of
Regents Policy: Institutional Conflict of Interest; received a report on tuition and
financial aid trends; and received information relating to the role of the Academic
Health Center in educating the healthcare providers in the State of Minnesota.

REPORT OF THE FACILITIES COMMITTEE

Regent Bohnsack, Chair of the committee, reported that the committee voted
unanimously to recommend:
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a) Approval of the Consent Report for the Facilities Committee as presented to
the committee and described in the May 12, 2005 committee minutes.

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

Bohnsack reported that the committee also reviewed amendments to the
University of Minnesota Duluth Master Plan; reviewed two real estate transactions
relating to the purchase of 2500 University Avenue SE in Minneapolis and a three-year
lease for space in Court International at 2250 University Avenue in St. Paul; and
engaged in a discussion related to the Annual Capital Improvement Budget for FY2006.

REPORT OF THE LITIGATION REVIEW COMMITTEE

Regent Berman, Chair of the committee, reported that the committee did not
meet this month.

The meeting adjourned at 11:35 a.m.

ANN D. CIESLAK
Executive Director and
Corporate Secretary


