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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: Financial Components of the President’s Six-Year Capital Improvement
Plan
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter

Purpose:
policy

background/context

oversight

strategic positioning

To set priorities and direction for continued capital and academic planning efforts.

Outline of Key Points/Policy Issues:
The President's recommended 2014 - 2019 Six-Year Capital Improvement Plan includes major
capital improvements planned for FY 2014 through 2019. The plan includes projects to be
funded with state capital support as well as projects to be funded by the University through a
combination of University debt obligations, local unit resources, and fundraising. The plan
envisions a total of $1,008,500,000 in capital investments and is built on a state contribution of
$775,000,000 which will be requested through the normal state capital request process and the
University of Minnesota expenditure of $233,500,000. The University of Minnesota's share of
the plan will be funded through a combination of debt, local academic unit resources, user fees
and fundraising.
The 2014 - 2019 Six-Year Capital Improvement Plan attempts to align capital planning with
strategic academic and financial planning. Specific capital projects listed for each year are
driven by academic priorities and facility conditions. Academic programs proposing capital
projects have been evaluated in terms of long standing academic review criteria, including:
•
•
•
•
•
•
•

Centrality to the University's mission;
Quality, productivity and impact;
Uniqueness and comparative advantage;
Enhancement of academic synergies;
Demand and availability of resources;
Efficiency and effectiveness; and
Development and leveraging of resources.
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Background Information:
Board of Regents Policy: Board Operations and Agenda Guidelines directs the administration
to conduct capital planning with a 6-year time horizon, updated annually. This annual capital
planning process is completed in two parts:
•

The Six-Year Capital Improvement Plan establishes the institution’s capital priorities for
six years into the future. This Plan will become the basis for continued capital and
financial planning.

•

The annual Capital Improvement Budget for the next fiscal year includes projects with
completed predesigns and financing plans are approved to proceed with design and
construction. It was presented to the Board for review in May.

President's Recommendation for Action:
The President recommends approval of the Six-Year Capital Improvement Plan for FY 2014 2019.
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REGENTS OF THE UNIVERSITY OF MINNESOTA
RESOLUTION RELATED TO
THE PRESIDENT'S SIX-YEAR CAPITAL IMPROVEMENT PLAN
W H EREAS, preserving the University campuses through stewardship of public
investments that have been made over 150 years is a commitment the Board has
made to the State; and
W H EREAS, advancing key academic priorities is critical for the University to
achieve and maintain excellence; and
W H EREAS, continuing investment in research infrastructure is essential for
the future competitiveness of the University and the State of Minnesota; and
W H EREAS, enhancing the student experience for both undergraduate
education and graduate and professional education is required as the core of its
mission in order to generate and disseminate knowledge; and
W H EREAS, improving outreach and engagement is necessary in order to
transform State communities, fuel the State economy, address State social issues,
and improve the State’s health; and
W H EREAS, the administration has developed a capital-planning framework
designed to focus its capital planning efforts toward projects that support the
University’s institutional priorities within a financial strategy that is responsible.
N OW , TH EREFORE, BE IT RESOLVED that the Facilities and Operations
Committee and the Finance Committee of the Board of Regents approves the
University’s Six-Year Capital Improvement Plan in order to create and maintain
facilities that serve as tools in accomplishing the University’s education, research
and outreach objectives.
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: Financial Components of the President’s Recommended FY 2014 Annual
Capital Improvement Budget
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter
Purpose:
policy

background/context

oversight

strategic positioning

To take action on the proposed FY 2014 Annual Capital Improvement Budget, which
authorizes projects to begin design and construction during the upcoming fiscal year.

Outline of Key Points/Policy Issues:
The FY 2014 Annual Capital Improvement Budget authorizes projects totaling $110,100,000
to begin design or construction during the next fiscal year. It is reflective of the planning
priorities established by the Six-Year Capital Plan approved by the Board of Regents annually.

Background Information:
The University requires that all capital projects pending more than $500,000 on either design
or construction be included in the Annual Capital Improvements Budget. In order to be
included in the Annual Capital Improvement Budget, the project must be approved by the
respective Vice President or Chancellor, have completed an appropriated level of planning,
have all the required funding identified, and be ready to proceed if approved by the Board of
Regents. As these projects meet the Board’s criteria, they will be presented as Capital Budget
Amendments.

President's Recommendation for Action:
The President recommends approval of the FY 2014 Annual Capital Improvement Budget.
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REGENTS OF THE UNIVERSITY OF MINNESOTA
RESOLUTION RELATED TO
THE PRESIDENT'S RECOMMENDED FY 2014 CAPITAL
IMPROVEMENT BUDGET
W H EREAS, the Board of Regents directed the administration to annually submit
a capital improvement budget and a 6-year capital improvement plan; and
W H EREAS, the Board has adopted principles to guide the formulation of the
capital improvement budget and 6-year capital improvement plan; and
W H EREAS, the Board recognizes the importance of sustaining and improving
the University’s facilities in support of teaching, research, and outreach; and
W H EREAS, the administration has developed a capital planning framework
designed to focus its capital planning efforts toward projects that support the
University’s institutional priorities within a financial strategy that is realistic;
N OW , TH EREFORE, BE IT RESOLV ED, that the Facilities and Operations
Committee and the Finance Committee of the Board of Regents approves the FY 2014
Capital Improvement Budget and reaffirms its prior year capital expenditure
authorizations.
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: President's Recommended FY 2014 Annual Operating Budget
review

review/action

action

discussion

Presenters: President Eric Kaler
Vice President/CFO Richard Pfutzenreuter

Purpose:
policy

background/context

oversight

strategic positioning

This agenda item presents the President’s Recommended FY 2014 Operating Budget Plan for
approval.
The Budget Plan includes an overview of a variety of specific financial issues, including
information on academic and operating investments, compensation plans, unit and
institutional revenue adjustments, tuition rates, and related fees.

Outline of Key Points/Policy Issues:
The University has received an increase in state appropriation for the next two years. The
table below outlines the outcome of the University’s 2014-2015 biennial budget appropriations
(appropriations from the Health Care Access fund and the Cigarette Tax have been excluded).
University of Minnesota
2014-2015 Biennial Appropriations ($ in Thousands)
FY 2014

FY 2015

Biennium

Beginning Base Level Appropriation

$545,344

$545,344

$1,090,688

S.F. 1236 State Funding Level

$576,799

$591,099

$1,167,898

$31,455
$31,455

$45,755
$14,300

$77,210

5.8%

2.5%

Change from Beginning Biennial Base
Change from Prior Year
% Increase from Prior Year
% Increase from Base Level Funding

7.1%
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Incorporating the FY 2014 appropriation, the budget framework for FY 2014 recommended by
the President is as follows:
University of Minnesota
FY 2014 Budget Framework - Incremental Changes
Resources:
Increased State Appropriations
Tuition Revenue Increase
Unit Resources
Institutional Resources (nonrecurring)

$31,400,000
$8,700,000
$19,700,000
$12,300,000

Total Incremental Resources

$72,100,000

Expenditures:
Compensation
Student Aid
Academic Initiatives (Recurring & One-Time)
Mission Support & Operations (Recurring & One-Time)

$13,200,000
$2,900,000
$43,900,000
$11,800,000

Total Incremental Expenditures

$71,800,000

Balance

$300,000

The recommended budget for FY 2014 reflects President Kaler’s priorities: a commitment to
ensuring excellence in teaching, research and outreach, and affordable education at a worldclass public research university that is operated efficiently and effectively. Specific funding
decisions and priorities have been made to advance the University in each of these areas as
follows:
•
•
•
•
•

•
•
•
•

Committing to no increase in tuition for resident undergraduates for two years;
Increasing the tuition differential between resident and non-resident undergraduate
students;
Keeping graduate and professional tuition as low as possible and aligned with market
conditions and peer institutions;
Capping campus/collegiate fees (no increases in this budget) and minimizing increases in
student services fees, course and miscellaneous term fees, and room and board charges;
Investing in research to fuel the State of Minnesota’s economy through the Minnesota
Discovery and InnoVation Economy (MnDRIVE) initiative funded by the state at $17.8
million – specifically in the four critical interdisciplinary areas of Food Safety, Defense and
Production; Neuromodulation; Robotics; and Water Quality;
Investing in a competitive compensation plan to retain and recruit world class faculty and
staff through a budgeted 2.5% increase;
Investing $22.6 million recurring in high priority, innovative and strategic academic
initiatives proposed by colleges, campuses and support units;
Investing $3 million recurring in necessary facility and support functions that maintain
the infrastructure and exist to advance the teaching, research and service mission; and
Implementing $19.7 million of unit cost reductions and resource adjustments, which
exceeds the goal of $14 million per year included in the biennial budget framework, and
includes the first $10 million of administrative cost reductions toward the goal expressed
in one of the legislative performance measures to “decrease administrative costs by
$15,000,000”.

This budget achieves critical priorities to hold the line on tuition for Minnesota undergraduate
students, to maintain excellence at the University by investing in world class talent and
maintaining our infrastructure, and to reduce administrative costs. It reflects priorities
endorsed by the Board of Regents when it approved the University’s biennial budget request to
the state.
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The resource and investment plans outlined above are included in the all-funds budget for FY
2014 for Board of Regents approval. The all current funds non-sponsored budget plan for FY
2014, which includes state appropriations, tuition and all other sources (such as gifts, indirect
cost recovery, sales and fees, and so forth) proposes total net resources of $3,043,685,394 and
expenditures of $2,792,170,097. The sponsored funds budget plan for FY 2014 (for externally
funded research grants and contracts) is an additional $600,000,000.

Background Information:
The Board of Regents reviewed and approved the biennial budget request to the state for the
2014-2015 biennium at its October 12, 2012 meeting. Funding for the tuition relief and
MnDRIVE proposals included in the final FY 2014 appropriation were a part of that biennial
request.

President's Recommendation for Action:
The President recommends approval of the FY 2014 Annual Operating Budget.
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REGENTS OF THE UNIVERSITY OF MINNESOTA
RESOLUTION RELATED TO
THE FISCAL YEAR 2013-14 ANNUAL OPERATING BUDGET
W H EREAS, the University of Minnesota as the state’s public, land grant university is
charged with the responsibility to pursue knowledge and to help apply that knowledge
through research and discovery, teaching and learning, and outreach and public service;
and
W H EREAS, the State of Minnesota, through its legislative and executive branches,
has appropriated $576,799,000 in state general fund monies for fiscal year 2013-14 to the
University of Minnesota, which is an increase of $31.5 million compared to the prior year’s
funding level, for the pursuit of its mission and in support of our goals and objectives; and
W H EREAS, the University’s biennial request to the State of Minnesota proposed to
stabilize the resident undergraduate tuition rate at the 2012-13 level for both 2013-14 and
2014-15; and
W H EREAS, the University of Minnesota is committed to achieving standards of
national and international excellence; and
W H EREAS, the future of the University is premised on partnerships within the
University community of faculty, staff and students, with the State of Minnesota, other
educational institutions, business and industry, University alumni, local communities, and
the citizens of Minnesota;
N OW , TH EREFORE, BE IT RESOLVED that the Board of Regents hereby
approves the University of Minnesota Fiscal Year 2013-14 Annual Operating Budget as
follows:
Minnesota resident undergraduate tuition rates will be stabilized at the 2012-13 level for
both 2013-14 and 2014-15, consistent with the request by the State of Minnesota.
The Fiscal Year 2013-14 Annual Operating Budget approved by the Board of Regents
includes the following attachments from the President’s Recommended FY14 Operating
Budget:
Attachment 1 – Resource and Expenditure Budget Plan (University Fiscal Page)
Attachment 4 - University of Minnesota 2013-14 Tuition Plan: Tuition Rates
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Attachment 6 - University of Minnesota 2013-14 Tuition Plan: Course Fees
Attachment 7 - University of Minnesota 2013-14 Tuition Plan: Misc. Term Fees
Attachment 8 - University of Minnesota 2013-14 Tuition Plan: Academic Fees
Attachment 9 - Student Services Fees
Attachment 12 - Fund Forecast - Centrally Distributed and Attributed Funds
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: Resolution Related to Issuance of Debt for State-Supported Biomedical
Facilities
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter
Carole Fleck, Director, Debt Management

Purpose:
policy

background/context

oversight

strategic positioning

To seek approval of a resolution related to issuance of debt for state-supported biomedical
facilities in accordance with Board of Regents Policy: Debt Transactions.

Outline of Key Points/Policy Issues:
The University is undertaking four projects, collectively referred to as the Biomedical Sciences
Research Facilities (the “Facilities”) located on the Twin Cities campus, to be used as research
facilities and laboratories for biomedical science and biomedical technology. The Facilities will
benefit the state’s economy, advance the biomedical technology industry, benefit human
health, and facilitate research collaboration between the University of Minnesota and other
public and private institutions in this state.
The University is requesting approval of the attached financing resolution authorizing the
issuance and sale of bonds up to an aggregate principal amount of $67,060,000 to finance the
fourth and final project within the Facilities.

Background Information:
On March 10, 2006, the Board of Regents approved the Resolution Related to Minnesota
Biomedical Science Research Facilities Authority.
The 2008 Minnesota Legislature enacted Sections 137.61 to 137.65 of the Minnesota Statutes,
providing that upon the making of certain certifications the State will transfer to the
University up to 75 percent of project costs, not to exceed $219,000,000 (the “Biomedical
Science Research Funding Legislation”).
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In November 2008, pursuant to the Biomedical Science Research Funding Legislation, the
Board authorized the issuance of bonds in one or more series in the total principal amount of
up to $292,000,000.
In November 2009, pursuant to the November 2008 authorization, the Board authorized the
issuance of bonds in one or more series up to an aggregate principal amount of $53,200,000,
with additional series subject to the further approval of the Board.
In July 2010, pursuant to the November 2008 authorization, the Board authorized the
issuance of Bonds in one or more series up to an aggregate principal amount of $100,000,000,
with additional series subject to the further approval of the Board.
On September 30, 2010, the University issued Special Purpose Revenue Bonds (State
Supported Biomedical Science Research Facilities Funding Program) Series 2010A and
General Obligation Taxable Bonds (University Supported Biomedical Science Research
Facilities Funding Program) Series 2010B in the total principal amount of $153,120,000
pursuant to the existing authorizations.
In June 2011, pursuant to the November 2008 authorization, the Board authorized the
issuance of bonds in one or more series up to an aggregate principal amount of $100,300,000,
with additional series subject to the further approval of the Board.
On October 13, 2011, the University issued Special Purpose Revenue Bonds (State Supported
Biomedical Science Research Facilities Funding Program) Series 2011B and General
Obligation Taxable Bonds (University Supported Biomedical Science Research Facilities
Funding Program) Series 2011C in the total principal amount of $71,820,000 pursuant to the
existing authorizations.

President's Recommendation for Action:
The President recommends approval of the Resolution Related to Issuance of Debt for StateSupported Biomedical Facilities.
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REGENTS OF THE UNIVERSITY OF MINNESOTA
RESOLUTION RELATED TO
ISSUANCE OF DEBT FOR STATE-SUPPORTED
BIOMEDICAL FACILITIES
WHEREAS, on March 10, 2006, the Board of Regents (Board) of the University
of Minnesota (University) approved a resolution which requested that the Minnesota
Legislature provide funding to assist in the construction or renovation of capital
facilities and related equipment supporting biomedical sciences research (Facilities);
WHEREAS, the 2008 Minnesota State Legislature enacted Sections 137.61 to
137.65 of the Minnesota Statutes (Biomedical Science Research Funding
Legislation), which provides that, on the condition that certain required
certifications are made by the Board and the Commissioner of Finance, the State
will transfer to the University up to 75 percent of the project costs for each of four
projects approved by the Board, provided that the principal amount of bonds issued
by the University to pay the state’s share of the costs must not exceed $219,000,000
(State Funding);
WHEREAS, Section 137.63, Subd. 2 of the Biomedical Science Research
Funding Legislation requires that (i) the University, either acting on its own or in
collaboration with another private or public entity, must pay at least 25 per cent of
the project costs for each of the projects funded by the Biomedical Science Research
Funding Legislation and (ii) the Board must not use tuition revenue to do so;
WHEREAS, Section 137.64, Subd. 1 of the Biomedical Science Research
Funding Legislation provides that for each project approved by the Board, (i) the
Commissioner of Management and Budget of the State of Minnesota (Commissioner)
must certify that the Board has, by Board resolution, approved the maximum project
cost and complied with the requirements of Section 137.63, Subd. 2; and (ii) the
Board must certify to the Commissioner the amount of the annual payments of
principal and interest required to service the bonds issued to fund such project and
the actual amount of the State’s annual payment to the University under Section
137.64, Subd. 2 of the Biomedical Science Research Funding Legislation; and
WHEREAS, in November, 2008, pursuant to the Biomedical Science Research
Funding Legislation, the Board authorized the issuance of Bonds in one or more
series in the total principal amount of up to $292,000,000 (November 2008
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Authorization), provided that authorization for each series is subject to the
conditions that it has been or will be certified by the Board in compliance with Secs.
137.63, Subd. 2 and 137.64, Subd. 1 of the Biomedical Science Research Funding
Legislation;
WHEREAS, pursuant to the November 2008 Authorization, in November, 2009
the Board authorized the issuance of Bonds in one or more series up to an aggregate
principal amount of $53,200,000; in July, 2010, the Board authorized the issuance of
additional Bonds up to an aggregate principal amount of $100,000,000; and Bonds in
the total principal amount of $153,120,000 were issued in September, 2010;
WHEREAS, pursuant to the November 2008 Authorization, in June, 2011 the
Board authorized the issuance of Bonds in one or more series up to an aggregate
principal amount of $100,300,000; and Bonds in the total principal amount of
$71,820,000 were issued in October 2011;
WHEREAS, it is now proposed that the University proceed, pursuant to the
November 2008 Authorization, with an additional issuance and sale of Bonds up to
an aggregate principal amount of $67,060,000 (which includes the following
principal amounts previously authorized but not issued: $80,000 in 2010 and
$28,480,000 in 2011, and results in a total principal amount of $292,000,000 of
Bonds authorized to date);
NOW, THEREFORE, BE IT RESOLVED by the Board of Regents of the
University of Minnesota as follows:
1.
As additional Bonds to be issued pursuant to the November 2008
Authorization, the Treasurer is authorized to approve the terms of one or more
series of bonds up to a maximum project cost and an aggregate principal amount of
$67,060,000, including but not limited to the principal amount thereof, the maturity
date or dates thereof, the interest rate or rates thereon, and the provisions, if any,
with respect to the redemption of such Bonds prior to the stated maturity thereof,
provided that if the interest rate on any series of Bonds shall be a fixed rate as
provided in the Indenture of Trust or Order pursuant to which it is issued, the
interest rate on any Bonds of such series may not exceed 8.00% per annum, and in
no event shall any Bond mature later than 25 years following its date of issuance.
The University, either acting on its own or in collaboration with another private or
public entity, shall pay at least 25 per cent of the maximum project cost. The
University shall not use tuition revenue to pay such costs.
2. The Treasurer is authorized to negotiate with one or more banks, investment
banking firms or financial institutions to be engaged by the University as the
underwriter for the Bonds, the terms and conditions upon which the Bonds shall be
sold and issued, and to approve the terms of such sale and issuance, including if the
Bonds shall be issued as general obligations of the University.
3. In connection with the issuance of any series of Bonds, the President and
Treasurer are authorized to execute and deliver on behalf of the University the
Indenture of Trust or Order of the University or any supplement or amendment
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thereto under which the Bonds are to be issued in the form and containing such
covenants, agreements, representations and warranties of the University as may be
approved by the Treasurer and the General Counsel, and the Secretary and
Treasurer are authorized to execute and deliver the Bonds in accordance with such
Indenture of Trust or Order of the University or any supplement or amendment
thereto. The signatures of the Secretary and/or Treasurer on the Bonds may be by
facsimile.
4. The President and Treasurer are authorized to execute and deliver a purchase
agreement with the initial purchaser or purchasers of any series of Bonds in the
form and containing such covenants, agreements, representations and warranties of
the University as may be approved by the Treasurer and General Counsel.
5. In addition, the Treasurer is further authorized to negotiate with one or more
commercial banks, insurers or other credit support providers the terms and
conditions of any credit support for any series of Bonds, and the President and
Treasurer are authorized to execute and deliver any agreements of the University
with the provider of any such credit support facility. Such agreements shall be in
the form and contain such rights, obligations, covenants, agreements,
representations and warranties of the University as may be approved by the
Treasurer and the General Counsel.
6. The Treasurer is authorized to approve the Preliminary Official Statement
and the final Official Statement or any supplements or amendments thereto to be
prepared and distributed by the University to any purchaser or potential purchaser
of a series of Bonds, and the President is authorized to execute and deliver the final
Official Statement or any supplements or amendments thereto.
7. The appropriate University officers are authorized to execute and deliver all
other documents, certificates and to take such action as may be necessary or
appropriate in connection with the issuance and sale of the Bonds. The Treasurer is
authorized and directed to take all action that may be necessary or appropriate to
inform the Commissioner of the directives stated in the first paragraph of this
resolution and thereby enable the Commissioner to make the certification required
by Section 137.64, Subd. 1, for this project.
8. As soon as practicable after the Bonds to be issued under this resolution have
been sold and the underwriter for such Bonds has reported to the University the
necessary information, the Treasurer is authorized and directed to certify to the
Commissioner, on behalf of the Board, the amount of the annual payments of
principal and interest required to service such Bonds and the actual amount of the
State’s annual payment to the University under Section 137.64, Subd. 2 with respect
to such Bonds.
9. The Secretary and other officials of the University are authorized and
directed to prepare and furnish to any purchasers of the Bonds certified copies of all
proceedings and records of the University as may be required or appropriate to
evidence the facts relating to the legality of the Bonds as such facts appear from the
books and records in the officers’ custody and control or as otherwise known to them;
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and all such certified copies, certificates and affidavits, including any heretofore
furnished, shall constitute representations of the University as to the truth of all
statements contained therein.
10. The execution of any document by the appropriate officers of the University
herein authorized shall be conclusive evidence of the approval of such documents in
accordance with the terms hereof. In the absence of the President or Treasurer, any
Indenture of Trust, Order, final Official Statement, purchase agreement with the
initial purchaser or purchasers of any series of Bonds or any other document to be
executed by the President or Treasurer in connection with the Bonds may be
executed by the Chair or Vice Chair instead of the President and by the Secretary
instead of the Treasurer.
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: University Tax Compliance Activities & Programs
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter
Kelly Farmer, Director, University Tax Management Office

Purpose:
policy

background/context

oversight

strategic positioning

To provide an update of the general tax issues faced by colleges and universities as evidenced
by Internal Revenue Service (IRS) compliance initiatives.

Outline of Key Points/Policy Issues:
Colleges and universities have been the focus of some recent compliance initiatives by the IRS.
These initiatives include: a) audits of colleges and universities selected from respondents of
the compliance questionnaire; b) tax-exempt bond compliance checks; and c) a 403(b)
compliance initiative.
This discussion will apprise the committee of the tax issues that these initiatives are intended
to address, provide a general update of specific examinations conducted at the University, and
explain other matters pending with the IRS.
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: Consent Report
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter

Purpose:
policy

background/context

oversight

strategic positioning

General Contingency
To seek approval for allocations from General Contingency greater than $250,000.
Purchase of Goods and Services $1,000,000 and Over
To seek approval for purchases of goods and services of $1,000,000 and over.

Outline of Key Points/Policy Issues:
General Contingency
There are no items in the General Contingency report requiring Board approval.
Purchase of Goods and Services $1,000,000 and Over to:
•

Automotive Rentals, Inc. for $5,000,000 for vehicle financing as needed for the period
August 1, 2013, through July 31, 2016, for Parking and Transportation Services – Fleet
Services. Financing costs will be paid by the internally generated departmental funds.
Vendor was selected through a competitive process.

•

Charles River Laboratories, Harlan Sprague Dawley, Inc., and The Jackson Laboratory for
an estimated $13,000,000 for laboratory research animals as needed for the period of July
1, 2013, through June 30, 2018, for the department of Research Animal Resources. The
laboratory research animals will be purchased with centralized departmental funds
currently available for these purchases. Vendors were selected through a competitive
process.

•

Dell Marketing, a Microsoft Education Large Account Reseller, for an estimated
$1,212,535 to provide software licensing for commonly used Microsoft products for all
University of Minnesota staff, faculty and students (all campuses), for the period July 1,
19

2013, through June 30, 2014, for the Office of Information Technology (OIT). OIT will
finance this purchase with O&M funds. Vendor was selected through a competitive
process.

Background Information:
Approvals are sought in compliance with Board of Regents Policy as follows:
• General Contingency: Reservation and Delegation of Authority, Sec.VII, Subd. 1.
• Purchase of Goods and Services $1,000,000 and Over: Reservation and Delegation of
Authority, Sec.VII, Subd. 6

President's Recommendation for Action:
The President recommends approval of the Consent Report.
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(7,621)

3 AVP Capital Planning & Project Management

4 AVP Capital Planning & Project Management

23

22

21

20

19

18

17

16

15

14

13

12

11

10 Ending Balance as of May 31, 2013

9

8 Glensheen serpentine wall repair

7

6 New items this reporting period:
91,500

(18,652)

2 Exec Director Office for Business & Community Economic Dev

5

1,541,221

1,475,993

1,475,993

1,567,493

1,559,873

1,596,221

1,596,132

$1,000,000

Balance

(89)

596,132

Allocation

55,000

1 Executive Director, Board of Regents

Carryforward from FY2012 into FY2013

FY2013 General Contingency

Recipient

2012-13 General Contingency:
Purpose

Return unused amount from demolition of several properties

Return unused amount-Eastcliff Historic Summer House

Awards, Incentive and Recognition Program

Return unused funds from Presidential Search

General Contingency

Purchase of Goods and Services $1,000,000 and over

To Automotive Rentals, Inc. (ARI) for $5,000,000 for vehicle financing as needed for the period
August I, 2013 to July 31, 2016 for Parking and Transportation Services -Fleet Services.

Due to continued changing vehicle technology and utilization patterns, vehicle leasing
continues to provide the greatest flexibility to address the University's needfor cost and
foe/ efficient vehicles to best fit the diverse research, outreach and service environments
at the University.
The capability to lease vehicles provides the University flexibility to acquire vehicles over
this time period, when substantial internal balances would otherwise have been needed
The leasing alternative also provides the best method for accommodating inflation in
vehicle acquisition costs in the development ofISO rates under A-21 guidelines.
Through a competitive proposal process administered in 2010, Automotive Rentals, Inc.
provided the best pricing and service offering for the contract period The initial contract
term was for the period August 1, 2010 to July 31, 2013. The University has the option to
extend the contract for three additional one-year terms. This request is for the three
remaining contract renewals; the first beginning August 1, 2013.
Financing costs will be paid by the internally generated departmental funds.

Submitted by:

Appro

William Stahlmann, Director
Parking and Transportation Services, Fleet Services Division
901 291h Avenue SE
Minneapolis, MN 55414
Phone: (612) 625-8020
Fax: (612) 624-5587

or this item requested by:

Pam Wheelock, Vice President, University Services

22

Purchase of Goods and Services $1,000,000 and over

To Charles River Laboratories, Harlan Sprague Dawley, Inc., and The Jackson Laboratory for an
estimated $13,000,000 for laboratory research animals as needed for the period of July I, 2013
through June 30,2018 for the department of Research Animal Resources ("RAR").
RAR is the centralized University unit providing veterinary service and support, along
with the centralized procurement for a!! laboratory research animals on the Twin Cities
campus. RAR also interfaces daily with the Institutional Animal Care & Use Committee
(!A CUC) protocol database to facilitate the monitoring of authorized animal usage.
A consistent, high quality supply of laboratory research mice with specific unique
genotype background is required for the reliability, validity, and quality of research
projects and their scientific findings.
Through a competitive proposal process, Charles River Laboratories, Harlan Sprague
Dawley, Inc., and The Jackson Laboratory provided competitive prices and assured the
availability ofspecified laboratory research animals for the contract period. The
contracts will allow for price adjustments on an annual basis as agreed to between both
buyer and seller.
The laboratory research mice will be purchased with centralized departmental funds
currently available for these purchases.

Submitted by:

Todd Goerke, Senior Administrative Director
Research Animal Resources
PWB 1-525, MMC 69
Mpls. Campus
Phone: (612) 624-660 I
Fax: (612) 624-8149

Approval for these items requested by:

Date
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Purchase of Goods and Services $1,000,000 and over
To Dell Marketing, a Microsoft Education Large Account Reseller, for an estimated $1,212,535
to provide software licensing for commonly used Microsoft products for all University of
Minnesota staff, faculty and students (all campuses), for the period July I, 2013 through June 30,
2014 for the Office oflnformation Technology (OIT).
This is a renewal ofan Enrollment for Education Solutions (EES), formerly Campus
Agreement, from Microsoft. This subscription program is an annual comprehensive
licensing program specially created to address the needs ofhigher education institutions.
Utilizing this Agreement ensures that Microsoft software will be available to University
ofMinnesota staff, faculty and students. This subscription benefits students by supporting
standardization ofdocuments, analysis and presentations in their educational career.
This subscription is a benefit to faculty and staff in that it supports standardization of
documents, analysis and reports. Licensing for these Microsoft products is greatly
simplified since this license is based on the number offoll-time equivalent (FTE) staff,
faculty and students.
Students only: Due to dramatically reduced student purchases in recent years,
beginning July I, 2013 students will no longer be able to purchase or upgrade
Microsoft licenses through this program. Students can continue to use previously
purchased Microsoft licenses (Microsoft Office Pro Plus for Windows and Office
Standard for Macintosh and Windows Professional Operating System upgrades)
through June 30, 2014. After that date the software will need to be uninstalled.
Students that graduate on or before June 30, 2014 will maintain their licenses
indefinitely.
Staff/Faculty only: This Agreement includes the most current versions and
upgrade as well as downgrade rights over the course ofthe contract for:
Microsoft Office Pro Plus for Windows and Office Standard for Macintosh,
Microsoft Certification Training online self-paced courses (Microsoft IT
Academy) and Software Assurance benefits (Technical support, eLearning,
TechNet), Windows Enterprise Operating System upgrades, all versions of
Windows Servers, SCCM Servers, SharePoint Servers, Exchange Servers,
Forefront Endpoint Protection, standard level Client Access Licenses (CALs) for
covered servers, SQL Server CALs, Visual Studio Pro, Home Use rights and
Microsoft Desktop Optimization Pack (MDOP).
The vendor was selected as a result ofa competitive bid process among Microsoft
Education Large Account Resellers last year. 01Twill purchase this EES with O&M
funds.
Submitted by: Diane Wollner
Senior Director, OIT Finance and HR
Phone: (612) 626-1311
Fax: (612) 625-3521
Approval o f z is requested by:

/:;~

Stz.t/13
I

Vice President and CIO

Date
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UNIVERSITY OF MINNESOTA
BOARD OF REGENTS
Finance Committee

June 13, 2013

Agenda Item: Information Items
review

review/action

action

discussion

Presenters: Vice President/CFO Richard Pfutzenreuter

Purpose:
policy

background/context

oversight

strategic positioning

Quarterly Investment Advisory Committee Update
To provide the Board of Regents with a summary of the Quarterly meeting of the Investment
Advisory Committee (IAC) held May 8, 2013.
Quarterly Asset Management Report
To report on the quarterly results of investment performance in the area of asset management
for the period ended March 31, 2013. The Office of Investments & Banking (OIB) prepares
this report on the assets it oversees for review by the Investment Advisory Committee and the
Board of Regents.
Debt Management Advisory Committee Update
To provide a report on the semi-annual meeting of the Debt Management Advisory Committee
(DMAC) held on June 12, 2013.
Quarterly Purchasing Reports
To provide a quarterly report of purchasing activity as required by Board of Regents Polices:
Purchasing and Board Operations and Agenda Guidelines.
Semi-Annual Management Report
To provide the Board of Regents a semi-annual overview of the unaudited financial
statements, along with commentary on significant items, in compliance with Board of Regents
Policy: Board Operations and Agenda Guidelines.
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Outline of Key Points/Policy Issues:
Quarterly Investment Advisory Committee Update
Mr. Mason reviewed the investment performance for the Consolidated Endowment Fund
(CEF) for the quarter and the 12 months ending March 31, 2012. The overall portfolio value
rose during the quarter by $36.0 million with an ending balance of $1,069 million. Investment
returns were 4.51% versus the custom benchmark of 3.66% and the passive 70/30 benchmark
of 7.65%. For the last 12 months, CEF investment performance was 12.12% versus the custom
benchmark of 9.01% and the passive benchmark of 11.38%. The outperformance relative to
custom benchmarks for the quarter and the strong performance for the year was driven
primarily by two factors: a) the global public equity portfolio was up 8.05% (vs. 6.90%) for the
quarter and 13.76% (vs. 10.95%) for the 12 month period, and b) the return generating fixed
income portfolio continued its strong relative performance, up 2.23% (vs. 0.28%) during the
quarter and 15.25% (vs. 11.79%) for the past twelve months. He also noted that the ten year
investment performance of 8.38% exceeded the long-term inflation adjusted return target set
by the Regents of approximately 7.5% and the passive 70/30 benchmark of 8.19%.
Liquidity continued to improve as private partnerships made net cash distributions totaling
$97.8 million for the calendar year 2012 and an additional $33.4 million through April, 2013.
The forecast level of distributions, net of capital calls, for calendar 2013 is $100 million. This
improving liquidity is being used to rebalance the portfolio closer to strategic asset allocation
ranges in accordance with the three year rebalancing plan.
Emerging market debt (EMD) is one component of the Return Generating Fixed Income
allocation and is currently under-funded. OIB staff have been actively interviewing EMD
managers to make a determination if the existing relationship with TCW should be expanded,
or an additional manager should be added to optimize a larger anticipated portfolio.
Mr. Mason highlighted several factors that the committee would need to consider, and
indicated that additional information and a staff recommendation would be forthcoming at the
next meeting of the IAC.
Mr. Mason reviewed the Private Capital portfolio and indicated that while it is currently above
the target asset allocation level, new commitments would need to be made beginning later this
year in order to be assured that there would be appropriate vintage year diversification, and
that over the next few years the invested level would not fall below target allocations. He
indicated that because distributions were being received at a steady rate and new investments
were no longer being made from existing manager commitments, the plan going forward would
be to begin to make new commitments to select managers identified as “core managers” when
they next raise a follow-on fund. He also discussed a growing trend in the venture capital
industry to fund very early, seed investments with small capital allocations from “superangels” and “micro-VC” funds. OIB is considering making small commitments to three or four
such funds over the next year. Staff are likely to bring one or more recommendations to the
next IAC meeting.
Mr. Mason then reviewed the highlights of the quarterly report for CEF and other managed
portfolios including RUMINCO, TIP, and GIP where the investment returns have exceeded
the benchmarks for the quarter, one year, five year and ten year periods in all cases.
Quarterly Asset Management Report
•

The invested assets of the University totaled approximately $2.4 billion on March 31,
2013.

•

The Consolidated Endowment Fund (CEF) value as of March 31, 2013, was
$1,068.8 million, an increase $36.0 million over the last quarter after the net quarter
income distribution to the University of $7.5 million. The total investment return for CEF
was 4.51% for the quarter and 12.12% for the last 12 months compared to custom
benchmarks of 3.66% and 9.01% respectively. The ten-year investment return for CEF
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was 8.4% which exceeded its passive 70/30 benchmark of 8.2% and exceeded the long-term
inflation adjusted goal established by the Regents of approximately 7.5%.
•

The investment return for CEF exceeded the benchmark primarily for two reasons: a) the
global public equity portfolio was up over 8.05% for the quarter and over 13.76% for the
12-month period with the active managers significantly outperforming their benchmarks
and b) the return generating fixed income portfolio was up 2.23% for the quarter and
15.25% over the last 12 months, also exceeding their specific benchmarks of 0.28% and
11.79% respectively.

•

The market value of the short term reserves (TIP) was $1,144.0 million as of March 31,
2013. This was an increase of $210.8 million over the last quarter. The investment return
on the portfolio over the last 12 months was 1.4% compared to a benchmark return of 0.5%
due largely to the out-performance of the mortgage and government agency bond subportfolios. The increase in value was largely due to timing of the receipt of tuition
payments as part of the University’s normal business year.

Debt Management Advisory Committee Update
The agenda for the meeting held on June 12, 2013, included:
•
•

Review of the Resolution Related to Issuance of Debt for State-Supported Biomedical
Facilities; and
Review of the Six-Year Capital Plan.

Quarterly Purchasing Reports
Detailed reports for the 2nd and 3rd quarters of FY 2013, with brief discussion on the
following activity:
•
•
•
•

Summary of Purchasing Activity;
Purchases made as Approved Exceptions to Competitive Process;
Purchases made as Preapproved Exceptions to Competitive Process; and
Regents Purchasing Policy Violations.

Semi-Annual Management Report
Detailed reports for the period ending December 31, 2012, on the following:
•
•
•
•
•

Statement of Net Assets (Schedule I);
Statement of Revenues, Expenses, and Changes in Net Assets (Schedule II);
Statement of Cash Flows (Schedule III);
Functional Expenses in a natural expense classification scheme (Schedule IV); and
Component unit summary information.
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March 31, 2013

Quarterly Asset Management
Report

Office of Investments &
Banking
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$

$ 3,369.7

$ 1,851.0

2,430.5

132.4

37.9

1,144.0

47.4

1,068.8

Office of Investments &
Banking

* Includes TIP, GIP and PUF investments, which as of 3/31/13 were $123.8, $11.7, and $436.6, respectively
** GIP market value excludes the $11.7 invested in CEF. Elsewhere in the presentation this value is included for purposes of calculating total fund performance

Faculty Retirement Plans

U of M Foundation Fund
MN Medical Foundation Fund

Other Funds Not Managed by OIB

Total

Invested Assets Related to Indebtedness

RUMINCO Ltd.

Short-Term Reserves (TIP)

Long-Term Reserves (GIP)**

Consolidated Endowment Fund (CEF) *

Mar-13

2,216.8

189.7

32.6

972.2

44.7

977.6

$ 3,107.8

$ 1,337.7
222.4

$

June-12

Overview – All Funds

OIB Managed Funds ($ millions)
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1,963.5

181.9

32.3

824.9

44.3

956.8

$ 3,012.2

$ 1,328.0
236.4

$

June-11

CEF Review
1) Maintain Inflation Adj. Endowment Value
2) Acceptable Risk Parameters
3) Stable Distributions

Investment Policy Objectives:

Office of Investments &
Banking
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Jun-92

Jun-94

Jun-96

*CPI plus payout plus actual expenses (calculated quarterly)

$0.00
Jun-90

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

$8.00

Jun-98

Jun-00

Jun-02

Investment Objective*

Jun-04

CEF Actual

Jun-06

Jun-08

CEF Endowment Performance Growth of $1 since June 30, 1990

Jun-10

Jun-12

Maintain Inflation-Adj. Endowment Value

Office of Investments &
Banking
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$5.30

$7.54

0%

2%

4%

6%

8%

10%

12%

14%

4.5%

QTR

3.7%

7.7%

12.1%

1 YR

9.0%

11.4%
10.4%

3 YR

9.6%

-

11.0%

1.3%

Tactical overweight to MBS and other non- US Treasury securities in risk mitigating fixed income
Outperformance (115 bps) by public equity active managers
Outperformance (195 bps) by return generating fixed income managers
Strong performance (568 bps) by private equity managers, especially in venture and distressed debt
Fund Value $1,069MM****

One quarter outperformance driven primarily by the following:

L-T Target Return

70/30 Benchmark***

Benchmark**

CEF*

CEF Performance vs. Benchmarks

Office of Investments &
Banking

5 YR

3.9%

6.5%

8.4%

Maintain Inflation-Adj. Endowment Value

* Net of Manager Fees
** Benchmark: CEF Custom Index
*** Benchmark: 70% Russell 3000, 30% Barclays Capital Aggregate
**** Total CEF Market Value includes $123.8 of TIP and $11.7 of GIP investments

-
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8.2%

10 YR

9.2%

-30.00

-20.00

-10.00

0.00

10.00

20.00

30.00

40.00

50.00

2002

2003

2004

2005

Office of Investments &
Banking

CEF

2006

2008

CEF Benchmark**

2007

Public equity declined significantly, shifting
allocation toward illiquid alternatives and
restricted ability to rebalance when stocks
rallied. Private real estate valuations declined
significantly

Current OIB management hired and began
actively diversifying portfolio into venture
capital, energy, private equity, and private
real estate designed to enable the fund to
outperform

2010

2011
70/30 Benchmark***

2009

2012

2013
YTD

2014

2015

Private portfolios are positioned for
continued strong performance.
Increased distributions facilitate
rebalancing to new asset allocation
guidelines

Portfolio illiquidity and focus on a
safety net of fixed income
reserves limited upside capture

Fiscal Year Performance* Comparison

Maintain Inflation-Adj. Endowment Value

* Net of Manager Fees
** Benchmark: CEF Custom Index
*** Benchmark: 70% Russell 3000, 30% Barclays Capital Aggregate
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5%

6%

7%

8%

9%

6.9%

Risk
Public Equity
Mitigating FI

-0.3%

0.9%

8.1%

Office of Investments &
Banking

CEF

Inflation
Hedges

1.1%

3.7%

Benchmark**

3.5%

Private
Capital

5.7%

1 Quarter

Return
Generating FI

0.3%

2.2%

Absolute
Return

3.6%
2.9%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

4.1%

1 Year

Inflation
Hedges

5.4%

7.2%

Benchmark**

Private
Capital

12.3%

17.9%

CEF

Risk
Public Equity
Mitigating FI

8.9%

11.0%

13.8%

Sector vs. Benchmark Returns

7.17%
5.73%

Return
Absolute
Generating FI Return

11.8%

15.3%

Maintain Inflation-Adj. Endowment Value

* Net of Manager Fees
** Components of CEF Custom Index

-1%

0%

1%

2%

3%

4%
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* Forecast

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

FY 2011

29.5%

3.7%

65.9%

FY 2012

36.2%

2.8%

61.0%

Liquid

FY 2013*

42.4%

13.0%

Semi-Liquid

FYTD 2013

42.2%

1.9%

55.9%

44.6%

Illiquid

FY 2014*

50.0%

15.0%

35.0%

Liquidity Transition Plan

Long-term
Target

49.0%

16.0%

35.0%

Strategy: Reduce illiquid
investments to 35-40% of the
overall portfolio over the next 2
years

Target: Within a target range of
30 to 40% invested in illiquid
assets. Illiquid assets market
value plus unfunded commitments
should not exceed 55%

Definition: Liquidity is a measure
of assets that can be sold at
reasonable prices within one year.
Higher levels of liquidity enable
timely rebalancing and responses
to new opportunities

Acceptable Risk Parameters

Office of Investments &
Banking
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Millions ($)

0.0

20.0

40.0

60.0

80.0

100.0

120.0

140.0

5.3

33.4

OIB Forecast (Cumulative)

13.5

24.1

Forecast

Actual Cashflow (Cumulative)

Net Cash Flows from Illiquid Portfolio
Actual vs. Forecast

Acceptable Risk Parameters

Office of Investments &
Banking
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182.7
92.4

52.0
41.5
35.6
29.6
29.2
27.7
26.6
26.0

TCW

Goldman Sachs

PIMCO

PineBridge

Oaktree

LaSalle

Kayne Anderson

MHR

Vontobel

Total Market Value
($M)

Blackrock*

Manager

Top 10 Managers

2.4

2.5

2.6

2.7

2.9

3.3

3.9

4.8

8.6

17.1

% of Total Fund

* Blackrock investment consists of three
funds, the largest of which is a Russell 1000
index fund at 10.9% of the endowment

Strategy: Closely monitor large
core positions and adjust holding
size to maintain compliance with
targets

Target: No individual fund > 10%,
no manager > 20%

Definition: Maintain concentration
in managers and funds at
appropriate levels

Acceptable Risk Parameters

Office of Investments &
Banking
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M

2M

4M

6M

8M

10M

12M
Change in Calculation
Methodology

Actual Payout
Trendline

Actual CEF Distribution (gross of reinvestment)

Stable Distributions

Sep-00
Dec-00
Mar-01
Jun-01
Sep-01
Dec-01
Mar-02
Jun-02
Sep-02
Dec-02
Mar-03
Jun-03
Sep-03
Dec-03
Mar-04
Jun-04
Sep-04
Dec-04
Mar-05
Jun-05
Sep-05
Dec-05
Mar-06
Jun-06
Sep-06
Dec-06
Mar-07
Jun-07
Sep-07
Dec-07
Mar-08
Jun-08
Sep-08
Dec-08
Mar-09
Jun-09
Sep-09
Dec-09
Mar-10
Jun-10
Sep-10
Dec-10
Mar-11
Jun-11
Sep-11
Dec-11
Mar-12
Jun-12
Sep-12
Dec-12
Mar-13

14M

Office of Investments &
Banking

39

Office of Investments &
Banking

40

TIP Review

QTR

0.2% 0.1%

0.5%

1 YR

1.4%
0.9%

3 YR

1.6%

1.3%

5 YR

2.0%

- Higher current yield of the fund (77 bps) vs. the benchmark (20 bps)
- Overweight to US government agency bonds and mortgages
- Strong outperformance from Sit Investment Associates and Victory Capital Management

One quarter outperformance driven primarily by:

0%

1%

2%

3%

* Performance is net of manager fees and excludes balances at Wells Fargo and US Bank used to offset banking fees
** Benchmark: 70% BofAML U.S. Treasuries 1-3 Yr / 30% 91 Day T-Bill
*** Total TIP Market value excludes the $123.8 investment in CEF

-

Benchmark**

TIP

Market Value: $1,144M

TIP – Total Fund Performance*

Office of Investments &
Banking
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Portfolio

1.63

Govt/Agency

0.77%

Statistic

Average
Duration

Average Credit
Rating

Current Yield

Cash & Cash
Equivalents
29%

0.20%

Govt/Agency

1.38

Benchmark

Govt/Agency
71%

Mortgages 9%

Treasury
Notes 6%

Money
Market &
Cash 29%

Sector Exposure

Market Value: $1,144M

TIP – Asset Allocation

Credit Quality

Office of Investments &
Banking
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Agency Bonds
56%

3%

3%

4%

4%

5%

-0.1%

0.3% 0.2%

QTR

0.2%
-0.1%

1 YR

1.4%

2.5%

1.5%

Office of Investments &
Banking

0.2%

3 YR

2.0%

2.8%

1.2%

Market Value: $1,144M

5 YR

2.4%

4.2%

TIP – Performance* by Sector

*Performance is net of manager fees
** Performance excludes balances at Wells Fargo and US Bank used to offset banking fees

-1%

0%

1%

1%

2%

2%
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US Treasuries

Mortgages (MBS)

Agency Bonds

Cash Equivalents**

Office of Investments &
Banking
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GIP Review

QTR

-0.1%

1.2%

1 YR

3.8%

3 YR

5.5%

7.6%

-

5 YR

5.7%5.5%

10 YR

5.2%5.0%

Investment in CEF (19% allocation) outperformed the GIP benchmark by 219 bps
Underweight to US Treasuries relative to the benchmark
EM debt outperformed the GIP benchmark by 38 bps
TCW and PIMCO Total Return Funds outperformed the GIP benchmark by 124 and 72 bps,
respectively

One quarter outperformance driven primarily by:

-2%

0%

2%

4%

6%

8%

9.4%

* Net of Manager Fees
** Benchmark: 100% Barclays Capital Aggregate
*** Total GIP market value and investment performance includes the $11.7 investment in CEF

-

Benchmark**

GIP

10%

Market Value***: $59M

GIP – Total Fund Performance*

Office of Investments &
Banking
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EM Debt
8%

GIP CEF
20%

Portfolio Composition

Market Value: $59M

Core Fixed Income
72%

GIP – Asset Allocation

2%

3%

3%

4%

4%

Core Fixed
Income

0.8%

EM Debt

0.3%

Office of Investments &
Banking

3.4%

GIP CEF

1 Quarter

Benchmark**

-0.1%

0%

2%

4%

6%

8%

10%

12%

14%

16%

Core Fixed
Income

8.6%

Market Value: $59M

EM Debt

13.4%

1 Year

11.4%

GIP CEF

GIP – Performance* by Sector

* Net of Manager Fees
** Benchmark: 100% Barclays Capital Aggregate

-1%

0%

1%

1%

2%
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Benchmark**

3.7%

RUMINCO Review

Office of Investments &
Banking
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QTR

3.1%
2.6%

1 YR

5.9%

8.7%

3 YR

6.6%
5.6%

-

5 YR

1.6%

4.1%

Underweight to US Treasuries relative to the benchmark
Slight underweight to short-duration fixed income relative to the benchmark
Strong outperformance by core fixed income, especially MBS securities
Slight overweight to Global Equities

One quarter outperformance primarily driven by:

0%

2%

4%

6%

8%

10%

* Net of Manager Fees
** Benchmark: 40% MSCI AC World Net, 30% Barclays Capital Aggregate, 30% BofAML U.S. Corp & Govt 1-3 Yr

-

Benchmark**

RUMINCO

Market Value: $38M

10 YR

5.0%4.8%

RUMINCO – Total Fund Performance*

Office of Investments &
Banking
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Intermediate Fixed Income
25%

Global Equity
43%

Long-Term Fixed Income
32%

Portfolio Composition

Market Value: $38M

RUMINCO – Asset Allocation

Office of Investments &
Banking
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Terminated:
• None

New:
• ICON Venture Partners (CEF)
• Reams Unconstrained Fixed Income (CEF)
• Insight Venture Partners V

Investment Manager Changes

Office of Investments &
Banking
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University of Minnesota
Quarterly Purchasing Report
As of December 31, 2012
Summary of Purchasing Activity for 2nd Quarter

212,000
210,000
208,000
206,000
204,000
202,000
200,000
198,000
196,000

# of Transactions
Total Dollars Spent

Q2 FY11

Q2 FY12

Q2 FY13

210,419

207,091

201,976

$197,121,911

$185,403,533

$232,649,722

$250,000,000
$200,000,000
$150,000,000
$100,000,000
$50,000,000
$‐

Total Dollars

# of Transactions

Total Quarterly Purchasing Activity
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$20,000,000
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$5,000,000
Q2 FY11

Q2 FY12

Q2 FY13

# of Exceptions

40

58

42

Total PO Dollars

$15,736,573

$11,175,809

$6,360,795

Total Dollars

# of Exceptions

Quarterly Approved Exceptions

$‐
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Q2 FY12

Q2 FY13

# of Exceptions

36

28

36

Total PO Dollars

$5,461,956

$5,843,202

$4,222,515

76
$21,198,529

86
$17,029,011

78
$10,583,310

Q2 Exceptions
Q2 Exception Dollars
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$4,000,000
$3,000,000
$2,000,000
$1,000,000
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Total Dollars

Quarterly Pre‐Approved Exceptions
# of Exceptions

I.

Summary of Purchasing Activity YTD
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YTD FY11

YTD FY12

YTD FY13

423,728

333,933

399,196

$409,156,904

$410,844,944

$465,795,082

$300,000,000

Total Dollars

# of Transactions

Total YTD Purchasing Activity

120
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0

YTD FY11

YTD FY12

YTD FY13

# of Exceptions

94

101

113

Total PO Dollars

$22,704,897

$16,646,541

$22,607,520

$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
$‐

Total Dollars

# of Exceptions

YTD Approved Exceptions

80
70
60
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40
30
20
10
0

$20,000,000
$15,000,000
$10,000,000
$5,000,000
YTD FY11

YTD FY12

YTD FY13

# of Exceptions

72

56

76

Total PO Dollars

$15,295,208

$11,225,823

$10,949,528

YTD Exceptions
YTD Exception Dollars

166
$38,000,105

158
$28,047,364

55

189
$33,557,048

$‐

Total Dollars

# of Exceptions

YTD Pre‐Approved Exceptions

II. Purchases made as Approved Exceptions to Competitive Purchasing Process – Q2
Exception #1:
Purchasing of research products (animal feed, serum, test
equip/supplies) for clinical trials. Also purchasing from a
previous supplier to ensure consistency of research results.
Exception #2:
Equipment that requires brand compatibility with existing
equipment and is available only from manufacturer or sole source
authorized distributor.
Exception #3:
Funding source or granting agency specified a single supplier.
Exception #4:
Other
Emergency Exception #1:
A threat to health, welfare, safety.
Emergency Exception #2:
A significant loss to the University.
Emergency Exception #3:
A failure to provide core services to University
students/faculty/staff.
Emergency Exception #4:
Emergency equipment repairs and parts or emergency facility
repairs and parts under $100,000.

TOTAL Approved Exceptions

56

Total # of Exceptions

Total Dollars

16

$2,575,385

Total # of Exceptions

Total Dollars

11

$2,137,577

Total # of Exceptions

Total Dollars

1

$109,965

Total # of Exceptions

Total Dollars

14

$1,537,826

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

42 PURCHASES

$6,360,753

III.

Pre-Approved Exceptions to Competitive Purchasing – Q2
Exception #2:
Media advertising, purchase or access to uniquely compiled database
information.

Exception #4:
Closeout of used items which requestor or Purchasing has verified to be
at least 30% below comparable new equipment (does not include
refurbished or remanufactured furniture).

Exception #5:
Subcontractors previously arranged by Sponsored Projects
Administration (SPA).

Exception #6:
Service (1) available only from another governmental agency or public
entity or (2) required by law to be provided by another governmental
entity.
Exception #7:
Service/maintenance agreements with the original manufacturer/
developer for equipment and software.

Exception #9:
Software license renewals and software upgrades available only from
developer. This includes adding licenses to an existing license
agreement.
Exception #10:
Development, design and/or creation of original artwork.

Exception #12:

Total # of Exceptions

Total
Dollars

1

$52,000

Total # of Exceptions

Total
Dollars

2

$140,295

Total # of Exceptions

Total
Dollars

2

$170,000

Total # of Exceptions

Total
Dollars

2

$119,325

Total # of Exceptions

Total
Dollars

12

$1,967,261

Total # of Exceptions

Total
Dollars

3

$407,007

Total # of Exceptions

Total
Dollars

3

$449,553

Total # of Exceptions

Entertainers, lecturers, speakers and honoraria.

2

Exception #14:

Total # of Exceptions

Study Abroad Administrators (Does not include group airfares).

TOTAL Pre-Approved Exceptions

9

Total
Dollars
$221,500
Total
Dollars
$695,573

36 PURCHASES $4,222,515

There are 25 categories of Pre-Approved Exceptions. Only those categories which had
qualifying transactions are reported above.
IV. Regents Policy Violations
There are no Regents Policy Violations to report.
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215,000
210,000
205,000
200,000
195,000
190,000
185,000
180,000

Q3 FY11

# of Transactions
Total Dollars Spent

Q3 FY12

Q3 FY13

212,186

193,204

195,345

$191,299,634

$208,682,289

$229,443,771

$240,000,000
$220,000,000
$200,000,000
$180,000,000
$160,000,000

Total Dollars

# of Transactions

Total Quarterly Purchasing Activity
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Q3 FY11

Q3 FY12

Q3 FY13

# of Exceptions

38

50

31

Total PO Dollars

$9,922,772

$7,586,857

$4,180,112

$12,000,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
$‐

Total Dollars

# of Exceptions

Quarterly Approved Exceptions

Quarterly Pre‐Approved Exceptions
50
40
30
20
10
0

$8,000,000
$6,000,000
$4,000,000
$2,000,000
Q3 FY11

Q3 FY12

Q3 FY13

# of Exceptions

14

13

30

Total PO Dollars

$2,546,311

$2,186,698

$3,741,636

52
$12,469,083

63
$9,773,555

61
$7,921,748

Q3 Exceptions
Q3 Exception Dollars

58

$‐

Total Dollars

# of Exceptions

I.

Summary of Purchasing Activity YTD

700,000
600,000
500,000
400,000
300,000
200,000
100,000
‐

# of Transactions
Total Dollars Spent

$800,000,000

Total Dollars

# of Transactions

Total YTD Purchasing Activity
$700,000,000
$600,000,000
YTD FY11

YTD FY12

YTD FY13

635,914

527,137

594,541

$600,456,538

$619,527,232

$695,238,853

$500,000,000

155
150
145
140
135
130
125
120
115

YTD FY11

YTD FY12

YTD FY13

# of Exceptions

130

151

144

Total PO Dollars

$20,119,669

$24,233,399

$26,787,632

$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
$‐

Total Dollars

# of Exceptions

YTD Approved Exceptions

YTD Pre‐Approved Exceptions
$20,000,000

100

$15,000,000

80
60

$10,000,000

40

$5,000,000

20
0

YTD FY11

YTD FY12

YTD FY13

# of Exceptions

84

69

106

Total PO Dollars

$16,907,519

$13,412,521

$14,691,164

220
$37,645,920

250
$41,478,796

YTD Exceptions
YTD Exception Dollars

214
$37,027,188

59

$‐

Total Dollars

# of Exceptions

120

II. Purchases made as Approved Exceptions to Competitive Purchasing Process – Q3
Exception #1:
Purchasing of research products (animal feed, serum, test
equip/supplies) for clinical trials. Also purchasing from a
previous supplier to ensure consistency of research results.
Exception #2:
Equipment that requires brand compatibility with existing
equipment and is available only from manufacturer or sole source
authorized distributor.
Exception #3:
Funding source or granting agency specified a single supplier.
Exception #4:
Other
Emergency Exception #1:
A threat to health, welfare, safety.
Emergency Exception #2:
A significant loss to the University.
Emergency Exception #3:
A failure to provide core services to University
students/faculty/staff.
Emergency Exception #4:
Emergency equipment repairs and parts or emergency facility
repairs and parts under $100,000.

TOTAL Approved Exceptions

60

Total # of Exceptions

Total Dollars

5

$482,555

Total # of Exceptions

Total Dollars

7

$814,378

Total # of Exceptions

Total Dollars

2

$785,003

Total # of Exceptions

Total Dollars

17

$2,098,176

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

Total # of Exceptions

Total Dollars

0

$0

31 PURCHASES

$4,180,112

III.

Pre-Approved Exceptions to Competitive Purchasing – Q3
Exception #1:

Total # of Exceptions

Lodging, travel (does not include group airfares or charter air).

Exception #2:
Media advertising, purchase or access to uniquely compiled database
information.

Exception #4:
Closeout of used items which requestor or Purchasing has verified to be
at least 30% below comparable new equipment (does not include
refurbished or remanufactured furniture).

Exception #5:
Subcontractors previously arranged by Sponsored Projects
Administration (SPA).

Exception #6:
Service (1) available only from another governmental agency or public
entity or (2) required by law to be provided by another governmental
entity.
Exception #7:
Service/maintenance agreements with the original manufacturer/
developer for equipment and software.

Exception #9:
Software license renewals and software upgrades available only from
developer. This includes adding licenses to an existing license
agreement.
Exception #10:

2

Total # of Exceptions

Total
Dollars

1

$410,305

Total # of Exceptions

Total
Dollars

2

$182,000

Total # of Exceptions

Total
Dollars

1

$85,000

Total # of Exceptions

Total
Dollars

2

$314,429

Total # of Exceptions

Total
Dollars

8

$1,138,107

Total # of Exceptions

Total
Dollars

3

$587,100

Total # of Exceptions

Development, design and/or creation of original artwork.

Exception #11:

1

Total # of Exceptions

Fairview purchases related to research projects.

2

Exception #13:
Purchases from University Physicians that are not part of sponsored
research activities.
Exception #14:

TOTAL Pre-Approved Exceptions

Total
Dollars
$65,000
Total
Dollars
$288,812

Total # of Exceptions

Total
Dollars

1

$78,765

Total # of Exceptions

Study Abroad Administrators (Does not include group airfares).

Total
Dollars
$101,933

7

Total
Dollars
$490,185

30 PURCHASES $3,741,636
61

There are 25 categories of Pre-Approved Exceptions. Only those categories which had
qualifying transactions are reported above.
IV. Regents Policy Violations
There are no Regents Policy Violations to report.
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