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UNIVERSITY OF MINNESOTA

BOARD OF REGENTS

Finance and Operations Committee

February 9, 2006

A meeting of the Finance and Operations Committee of the Board of Regents was
held on Thursday, February 9, 2006 at 1:30 p.m. in the East Committee Room, 600
McNamara Alumni Center.

Regents present: Clyde Allen, Presiding; Anthony Baraga, Frank Berman, John
Frobenius, Steven Hunter, and Cynthia Lesher.

Staff present: Vice Presidents Kathryn Brown, Charles Muscoplat, and Richard
Pfutzenreuter; Executive Director Ann Cieslak; Executive Associate Vice President Al
Sullivan; and Associate Vice Presidents Steve Cawley, Gail Klatt, Stuart Mason, and
Michael Volna.

Student Representatives present:  Joe Linder and Cassie McMahon.

Regent Allen welcomed newly-appointed Regent Cynthia Lesher to the
committee.

ISSUES RELATED TO:  BALANCE SHEET RATIOS & TARGETS

Vice President Pfutzenreuter and Associate Vice President Volna led the
discussion to provide a framework for balance sheet ratios and targets and for
evaluating possible benchmarks to measure University performance.

Volna identified balance sheet items classified into categories based on the level
of oversight provided by the Board of Regents, He reported that 90 percent of assets and
62 percent of liabilities currently have a high level of Board oversight through Board
policies, reports, and strong central management, and identified a number of examples
of receivables and liabilities and the level of oversight each receives. Volna also provided
a comparison of key financial ratios of peer institutions, including financial statistics,
balance sheet ratios, capital ratios, operating ratios, and contribution ratios.  The
administration believes there is effective Board oversight over all balances that have a
significant impact on institutional resources and priorities.

Pfutzenreuter described the next steps: develop an annual peer institution
financial comparison report encompassing a broad range of financial indicators; identify
key financial benchmarks as part of that report; and align indicators with the University
Plan, Performance, and Accountability Report.

ISSUES RELATED TO:  TUITION & FEES/FINANCIAL AID

Vice President Pfutzenreuter introduced Peter Zetterberg, Senior Analyst,
Institutional Research and Reporting, to discuss issues related to tuition and fees and
financial aid.  Zetterberg announced that while the presentation focuses these issues at
the University of Minnesota, it also illustrates national higher education trends.
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Zetterberg reviewed how tuition is assessed for the institution’s four campuses
on the basis of campus, student level (graduate or undergraduate), and residency
status, noting that the University’s tuition model is very comparable to the way tuition
is assessed at most peer institutions. Tuition and required fees have increased by 77
percent over the period FY2001-06 for resident undergraduate students on the Twin
Cities campus, with comparable increases for all other University students.  These
increases correspond closely with increases at peer institutions.

Zetterberg reported that University students finance their education through a
variety of sources, including federal and state grants, scholarships, loans, tuition
waivers, scholarships, and employment.  The method by which students finance their
tuition varies significantly with student level. Since an increasing number of students
rely on loans to finance their education, he cautioned that enrollment in higher
education institutions would be impacted if interest rates rise suddenly.

Zetterberg observed that the institution has been successful in assuring that
lowest-income undergraduate students can meet the cost of attendance through the
Minnesota State Grant Program, which is among the best in the nation, and through
increased institutional support for grants.  The University continues to strengthen its
commitment to students by raising scholarship funds.

Zetterberg summarized the process for students applying for financial aid,
factors considered when evaluating a student for aid, and financial aid packages based
on income and cost of attendance. Institutions determine a cost of attendance for all
students, which could be financed by loans, work study awards, grants and other
sources.  An expected family contribution (EFC), based on family income or available
assets, is determined after students complete the application process. Student
Representative McMahon commented that many students are challenged by the
financial aid formula because they may not receive any of the EFC.

ISSUES RELATED TO:  CAPITAL FINANCING

Associate Vice President Pfutzenreuter introduced John Augustine, Managing
Director, Lehman Brothers, to discuss issues related to capital financing, in preparation
for developing a strategy to determine the optimal mix of fixed and variable rate debt for
the institution.

Augustine presented debt structure and debt cost statistics for the University
and peer institutions, noting that the University, like other institutions, has a
traditional debt portfolio of fixed interest rates (90% fixed, 5% variable).

Augustine presented the overall objectives of debt portfolio management: to
minimize the cost of borrowing, limit risks to the portfolio, and provide flexibility. He
offered guidelines for debt strategy, including an analysis of risk tolerance, credit
review, peer comparables, and market conditions and forecast.

The committee agreed that the University needs to continue to monitor market
opportunities and conditions that could impact future debt issuance and result in a
move toward more variable rate debt.

CONSENT REPORT

Vice President Pfutzenreuter presented the Consent Report as detailed in the
docket materials, including Purchase of Goods and Services over $250,000 to:
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•  Allied Blacktop Company for up to $400,000 for the Asphalt
Maintenance Program as needed for the period July 1, 2006 through
June!30,!2007!for!Parking!and!Transportation!Services.

•  Computer Concepts & Services, Inc., DRC Systems and Simacor to
purchase contract programming and analysis services not to exceed
$600,000 for the period of April 1, 2006 through September 30, 2007 for
the!University!of!Minnesota!Auxiliary!Services.

•  International Business Machines Corporation (IBM) for $1,860,000 to
purchase for FY2006 one IBM BladeCenter LS20 Linux cluster computer
for the University of Minnesota Supercomputing Institute for Digital
Simulation!and!Advanced!Computation.

•  Renew a contract for stop loss insurance with Midwest Assurance
Company (HealthPartners Inc.) and National Benefits Resources, Inc.
(Wausau Benefits) for a total of $664,000 for participants in the UPlan
Medical Program for the period January 1, 2005 through December 31,
2006!on!behalf!of!the!Employee!Benefits!Department.

• Sasaki Associates, Inc. for $750,000 for consulting services for the period
February 15, 2006 to November 30, 2006 to develop a strategic plan to
define the future programmatic direction and potential land uses for the
University of Minnesota Outreach, Research and Education (UMore
Park).

In response to questions, Vice President Muscoplat summarized the proposed
contract for consulting services with Sasaki Associates and agreed to provide Board
members with additional information.

The committee voted unanimously to recommend approval of the Consent
Report.

INFORMATION ITEMS

Vice President Pfutzenreuter referred committee members to Information Items
contained in the docket, including:

• Annual Insurance & Risk Management Report; and
• Annual Report on Central Reserves.

Pfutzenreuter reported on emergency approval of purchases over $250,000 to:

•  CedarCrestone for $1,018,400, Ciber Enterprise Solutions for
$1,876,000, and Ware Consulting for $750,400 to total $3,644,800 for
consulting services for the Enterprise Financial System Project for the
period!January!9,!2006!through!July!30,!2008.

• Como Oil for up to $1,295,000 for #2 heating oil as requested throughout
the 2005-06 heating season (November 8, 2005 through September 30,
2006) for the Department of Facilities Management on the Duluth
campus.

•  MetroConnections for $1,100,000 for coordination of the conference
“Pandemic Influenza:  A National Summit” February 14-15, 2006, for the
Center for Infectious Disease Research and Policy.
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Regent Frobenius provided an update on a recent meeting of the Investment
Advisory Committee.

The meeting adjourned at 3:30 p.m.

ANN D. CIESLAK
Executive Director and
Corporate Secretary


