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Board of Directors Meeting

Minutes of December 11, 2008

Members present: Laverne Baker, Judith Bense, Dave Cleveland, Pat Denkler, Rick Fountain, Marny Gilluly, Tim Haag, Ray Jones, Richard Peterson, Nick Power, Steve Riggs, Judy Byrne Riley, Casey Rodgers, Wayne Williams, and Brain Wyer (via conference call)
Staff and guests present: Margaret Stopp, Foundation Counsel; Hal White, UWF Executive Vice President, Debbie Ford, UWF Vice President for Student Affairs, Dean Van Galen, Vice President for University Advancement; Martha Lee Blodgett and Gretchen VanValkenburg, UWF Development; KC Etheredge, UWF Alumni; Sheri Pope and Susan Stephenson, UWF Foundation
Meeting: Dave called the meeting to order at 3:40 p.m. in Conference Room A in the Conference Center on the Pensacola campus and thanked everyone for attending.
Roll Call and Approval of the Minutes: Casey asked if Sheri had verified attendance and established a quorum. Sheri confirmed quorum. Casey asked if all Board members had the opportunity to review the minutes of the last meeting.  Wayne made the motion to accept the minutes and Judy seconded the motion.  All voted to approve.  

University Update: Dr. Bense began by showing the Board members the new advertising campaign.  She commended Dean and his staff for the most successful marketing campaign in UWF history.  She explained that two versions would go out to different areas; Fort Walton Beach area and the Port St. Joe area. These efforts are making a difference and we will continue to get the UWF name into the public eye.  Dr. Bense continued with a legislative report.  The differential tuition bill looks promising.  The proposal is to give all 11 universities the option to raise tuition up to 15% over the next seven years.  It is only a draft at this point.  There has been some concern about the impact of tuition increases on the lower income students.  It is unclear if final legislation will include a stipulation that 30% of each increase will be designated for financial aid. If the legislation is passed, the actual amount of the tuition increase will be up to the Board of Trustees. Florida has the lowest tuition in the country.  This action decouples tuition increases from the Florida Bright Futures program.  President Bense warned that there are still several possible deal breakers.  In terms of the budget, the President informed the Board that the State’s 4% holdback will likely turn into a true budget cut.  The State revenue forecast is down another 5%, but we are not sure at this time what that mean for the Universities. UWF has sufficient funds to cover these initial cuts, but Dr. Bense will consider all options once the size of the reduction is communicated.  She also reported that the new residence hall is on track and that UWF will break ground one way or another next year. President Bense closed her remarks by talking about the Athletics Visioning Committee and thanking the members who have agreed to serve.
Information Reports: 
Campaign & Development Report:  Dean announced that we have surpassed our $35 million campaign goal. He encouraged everyone to attend the celebration event later at the Museum of Industry downtown.  He thanked staff for all their efforts.  We will continue development efforts for the remaining two years of the campaign to seek funds in support of ongoing projects and unmet need.  However, the decision was made that a new goal would not be established.  He thanked the members of the Campaign Steering committee, Rick, Steve, Brian, and Marny. 

He informed the Board that the impact of the economic downturn is being felt.  Overall giving is down 9% over prior year and annual giving is down 8%.  With the current revenue picture, the state has not funded the major matching gift program or the Courtelis funds. At their meeting tomorrow, the Board of Trustees will be asked to approve naming the Hunter Amphitheater that is to be built in the Community Maritime Park.   In response to the Johnson Foundation Scholarship challenge, UWF raised more $281,000 and, in doing so, exceeded the established benchmarks. Dean noted that these funds will help ease tuition increases for many challenged students. The Board of Trustees would also be asked to approve the naming guidelines included as an information item in their books. Recent changes in State law allow for facilities to be named after a living person with Board of Trustee approval.  This action would no longer additionally require legislative approval. Board members asked if the revised policy included provisions for un-naming a building should allegations or evidence of wrong-doing arise.  It does not. After some discussion, Wayne made a motion requesting that staff craft language addressing this contingency for recommendation by the Foundation Board to the Board of Trustees. Tim seconded the motion and all voted in favor.
In concluding the Development report, Dean asked Pat and Rick to give an update on the Argo Scholars program.  They both shared their perspectives and experiences. Six candidates have been selected and all are outstanding.  The remaining challenge before the committee is to fine tune the selection criteria to coincide with the high caliber of candidates applying to the program.
The Board members gave a round of applause to recognize Dean for all of his work on the campaign. 
Alumni Report: Tim informed the members that the Alumni Board had held their 2nd Annual UWF Alumni Golf Classic in September at the Scenic Hills Country Club. There was a great turnout and they raised ~$6,000 toward the Alumni Scholarship endowment.  Tim highlighted the Alumni Report included in the Board materials. Alumni hosted two pregame events for Alumni and friends before the women’s soccer finals and the Director of Alumni Relations has been working with Enrollment Services to plan several alumni events targeting teachers in the panhandle area.  Upcoming events include the Athletics’ Department Golf Tournament and the Booster Club Grand Opening. 
Foundation Report:  Susan reviewed the Executive Director’s report handout. Recent spending has included support for scholarships, fundraising, the UWF lobbyist, the Japan House garden, audit fees, and various consultants, as well as the campus celebration following Dr. Bense’s State of the University Address. Efforts to settle the dispute in the Dunn lawsuit failed again.  It is likely the matter will go to trial early next year. Committee members discussed the case and the merit of continuing to pursue it through trial. To date, the Foundation has spent about $12,000 in legal fees regarding this matter. An additional $10,000 is possible when it goes to trial.  The contract for our auditors and investment consultant conclude at the end of this fiscal year. Staff members are working on draft RFPs to present to the Audit and Investment Committees at their February meetings.  UWF was selected to respond to the IRS Questionnaire for Universities.  The Foundation is working with the University on the endowment related questions.  Housing is at 99% occupancy as of November 1 and applications indicate occupancy will be 100% to start the spring term.  All indications are that they are on track to meet or supersede all bond covenants. Housing has requested a market study to evaluate housing capacity and is considering using a portion of their contingency funds to pay for part of the construction for new on-campus housing. A construction financing resolution will be brought before the full Board at the December meeting.

Reports of Board Officers & Committees: 

President/Executive Committee: Dave reported that the committee took action to allow staff to submit an RFP and hire a Financial Advisor to assist with a financial review of the on-campus housing expansion.  It is fast becoming a best practice to hire a financial advisor when evaluating new debt, analyzing debt capacity, evaluating financing options, and negotiating rates. 

Vice President/Investment Committee:  Ray reported on the performance of the investments. There is no good news. The Investment Committee held a special conference call meeting October 13th with our consultant from Morgan Keegan to review the portfolio and evaluate any problems.  The committee concluded the call confident that the portfolio is well balanced and no action was necessary.  They also discussed the timing of the new planned investments in private equity and private real estate.  It was decided that the current market presented unique opportunities for these investment vehicles.  The committee reiterated its request for staff to prepare a presentation on the spending allocation for review at the November meeting.   
At the November meeting, Rod gave the performance report and John Mr. John Carey, Executive Vice President of Pioneer Investments, our large cap fund, was the invited guest speaker. He is a very well known investment manager with nearly three decades of experience. The committee continues to have a high level of confidence in the Pioneer fund.  The committee concluded that all investments in the portfolio are sound and they currently plan to stay the course through these difficult volatile markets.

Utilizing the remaining funds repaid from the Alcaniz mortgage, the Investment Committee has decided to invest $1 million with Harbert Real Estate, a private equity real estate manager. Morgan Keegan, the committee, and the staff completed their due diligence and Harbert appears to be a fine company with a proven track record for solid returns.  Staff is working to complete the subscription documents and will complete them before the holidays. No vote of the Board was necessary as these investments are in keeping with the targets set in the approved Investment Policy. 

The committee also conducted an evaluation of the endowment spending rate.  Staff had compiled a variety of information including a survey of other Florida Universities and the impact of various spending rates.  Ultimately, the committee voted to revise the investment policy to reflect a reduction in the spending rate to 3.5% and to add a one year waiting period for new endowments to receive spending.  If a donor would like spending to begin earlier, they may fund the first year of spending through a gift made directly to the spending account.  These measures were taken in light of the current market and in an effort to preserve a balance in intergenerational equity of the funds. The committee will review the spending rate again next year.  The spending for the operating budget and the non endowed funds would be reduced by a commensurate rate.  Furthermore, any budget savings achieved in the current year will be available to carry over to next year’s operation budget. Since the allocation rate is incorporated in the Investment Policy, a written revision to the policy was required.  Staff members have included in the Board materials the revised section of the Investment Policy reflecting the decisions of the Investment Committee.  In the interest of time, the revision was approved by the Executive Committee thus allowing staff to move forward with reporting allocation amounts to campus departments. Therefore, no vote of the full Board was required.
Treasurer/Audit Budget Committee: Susan began the Audit/Budget Committee report by presenting the Foundation and Housing budget to actual reports.  There were no anomalies to report and everything was in line for the first quarter. Wayne led the Board through a quick review of the Foundation’s tax return, IRS Form 990 and described the process the committee had undergone to complete a more detailed review.  The committee had asked staff to work with the Foundation’s auditors to make a couple of changes to the form and these have been addressed.  Based on the quarterly meeting schedule, the committee decided to file an extension each year so that the full Board can review and approve the return each December.  Wayne explained that additional new governance requirements would be included in next year’s Form 990. Wayne made the motion to authorize staff to sign and submit the IRS Form 990 as presented in the Board materials. Laverne seconded the motion and all voted approval.
Grant Committee: Pat gave the Grants Committee update.  The committee met in November to discuss the application and scoring matrix.  They decided to continue with a once a year selection and award process for the time being. The deadline will be February 16th with the selection March 2nd.  Pat also reported attending the International Study Abroad Symposium where students, who had studied abroad, presented information and slides depicting their experience to other interested students.  Based on conversations with Dr. McCorvey’s staff, the committee anticipates a large number of applicants for the study grants.
Other Business:  
Susan handed out the Foundation Board Housing Finance Resolution. Susan and Hal White presented the draft Housing Construction Resolution. The resolution is framed as a ‘not to exceed’ resolution to allow the University to pursue multiple options.  The University’s options range from agreeing to a land lease to a private developer which would not require the Foundation to take on any new debt to a more traditional design build construction asking the Foundation to assume the debt for the full construction cost or a hybrid of the two extremes.  Ultimately, based on input from the consultants performing the marketing study and the financial advisor, the University will decide what type of facility to build and determine how the facility will be constructed.  Hal explained that this was all part of a rather elaborate timeline to get the appropriate paperwork to the spring Board of Governors meeting. The goal is to break ground by fall 2009 and have a facility ready for occupancy by 2010.  Ray made the motion to approve the resolution and Casey seconded the motion.  All voted in favor. However, the copy provided did not have the final numbers and needed to be amended to reflect a not to exceed amount for traditional construction and private development of $15 million and $20 million, respectively.  Marny made the motion to withdraw the previous vote, Judy seconded it, and all voted for retraction.  Judy then made the motion to pass the resolution as amended, Rick seconded the motion and all voted approval of the revised resolution. Dave asked that the results of the Market study be presented to the Foundation Board as they become available. 
Susan called everyone’s attention to the calendar and highlighted commencement and the Board Member Volunteer Opportunities on the second page.  Dave reminded everyone about the Campaign event following the meeting starting at 6:00 p.m. at the Museum of Industry in downtown Pensacola. 
Dave thanked everyone for attending.  The business meeting was adjourned at 5:01 pm.  

/S/ Susan Stephenson
December 22, 2008
