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Regents Advancement Committee Meeting


January 15, 2009

10:00 a.m.-Noon


Chancellor’s Conference Room, Elkins Building


Barry Gossett, Chair, presiding


Agenda


I. Review and Approval of Minutes*

II. Update on Approval of Mission Statement* (Action Item)

III. Campaign Report


a. Preliminary Summary of End-of-Year Giving*

b. Impact of Economic Environment/Annual Giving


c. Significant Gifts


IV. Communication to Constituents about Impact of Economy


V. Regents’ Role in Ongoing Philanthropic Efforts

VI. Reports


a. Campus Visits


b. Alumni Relations/Advancement Integration


c. Cost of Fundraising Summary

VII. Update on UPMIFA and Congressional Inquiries*

VIII. Update on USM Advocacy Efforts

*Advance materials
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Committee on Advancement


Charge


The Committee on Advancement shall consider and report to the Board on all matters relating to the University System of Maryland’s private fund-raising efforts, including policies, strategies, best practices and national standards affecting capital campaigns and ongoing fund-raising programs of individual institutions and the University System of Maryland.


This Committee shall give support to individual institutions and affiliated foundations in  development/advancement efforts, recognizing the vast majority of donors’ interests lie with individual institutions, and in many cases, specific programs.


This Committee shall review institutional and system-wide efforts and make recommendations to the Board regarding the enhancement of system interests through entrepreneurial and private fund-raising activities, including gifts, donations, bequests, endowment, grants, venture, cooperative agreements, and other public-private opportunities.


This Committee shall consider and report to the Board on matters relating to System-affiliated foundations, alumni associations and other 501 (c) (3) organizations affiliated with the USM.


1/29/2013
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		Board of Regents

Summary of Item for Action, 


Information or Discussion







TOPIC: 
Committee Charge

COMMITTEE:  Advancement Committee

DATE OF COMMITTEE MEETING:
January 15, 2009

SUMMARY: 


The attached draft committee charge outlines the role of the Committee on Advancement, with changes as discussed in the Committee’s January 15th meeting.  Committee members recommend adoption of the charge as written at the February 13th full Board meeting.

ALTERNATIVE(S):


FISCAL IMPACT:
N/A

CHANCELLOR’S RECOMMENDATION:


 

COMMITTEE ACTION:
approved with minor changes
DATE:  1/15/09



BOARD ACTION:






DATE:





SUBMITTED BY:  Leonard R. Raley, 301-445-1941, raley@usmd.edu 



p:\advancement\regents advancement committee\09 january 15\committee charge summary.doc
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Summary of Legislative/Governmental Activities Affecting Higher Education Endowments


UPMIFA

UPMIFA (Uniform Prudent Management of Institutional Funds Act) is a law promulgated by the Uniform Laws Commission governing the management, investment and expenditure of endowment funds.  It updates UMIFA (Uniform Management of Institutional Funds Act) which was enacted in Maryland in 1972.   UPMIFA reflects and incorporates the 35 years of experience that has accumulated under the original UMIFA. Rather than changing institutional investment or expenditure practices, it brings them up to date and unifies them across a broad range of charitable funds.


UPMIFA has been enacted in 25 states so far and will be introduced in Maryland at the upcoming legislative session.  The bill will have broad support from the higher education community, with the USM and MICUA taking the lead.    The bill will be introduced in both the House and the Senate.  


UPMIFA reflects and incorporates the 35 years of experience that has accumulated under the original UMIFA. Rather than changing institutional investment or expenditure practices, it brings them up to date and unifies them across a broad range of charitable funds.


Congressional/Federal Inquiries

The Internal Revenue Service will continue to closely examine the activities of colleges and universities next year, according to information in the IRS Exempt Organizations annual report and work plan for the 2009 fiscal year released in November.


A top priority for the division will be receiving and analyzing completed college and university compliance check questionnaires. These were sent in October to a cross-section of 400 four-year colleges and universities and are due February 6, 2009.


The questionnaires asked institutions to provide information on three topics: their endowments, unrelated business income activities, and executive compensation. IRS staff members plan to issue a public report of findings from the questionnaires and will conduct examinations or audits of a small sample of respondents.


In addition to activities involving the compliance check project, the IRS will:


· Begin a long-range study to learn how charitable organizations use the funds they receive 


· Examine valuation issues surrounding non-cash gifts 


· Issue regulations to implement revisions to Form 990, the annual tax return filed by nonprofit organizations 
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Board of Regents


Committee on advancement


Barry Gossett, Chair


Meeting Minutes


October 7, 2008


A meeting of the Board of Regents Committee on Advancement was held at the University of Maryland, Baltimore County on October 7, 2008. In attendance were:  Regents Barry Gossett, Michael Gill, and Tom McMillan.  From USM institutions: Pamela Dello-Russo (UMUC)), Cherie Krug (FSU), Sue Gladhill and Thomas Hofstetter (UMB), Gains Hawkins (UMES),  Katherine Magruder (UMBI), Jonathan Powers (UMCES), Brodie Remington (UMCP), Gary Rubin (TU), William Schlossenberg, (USG), Greg Simmons (UMBC) and Rosemary Thomas (SU).  From the USM office: Leonard Raley, David Balcom, Marianne Horrigan, Carrie Roberts, and Pamela Purcell. 


Welcome and Introductions


Regent Gossett welcomed the group to UMBC; Greg Simmons, Interim Vice President of Advancement at UMBC also welcomed the group to campus.


Review and Discussion of the Committee Charge


Regent Gossett suggested changes to the draft committee charge which provided more specificity regarding who the committee will serve and what issues they will address.  Of particular importance is recognizing that most active fundraising within the University System of Maryland resides at the institutional or unit level.


Action Item:  These suggestions will be incorporated into a revised charge for consideration by the committee before it is forwarded for approval by the full Board.


Campaign Update


Vice Chancellor Raley noted that the USM’s federated campaign had exceeded $1 billion in gifts and commitments toward its $1.7 billion goal.  While many major gifts helped achieve this milestone, it is worth noting the huge number of smaller gifts – 265,000 of $100 or less – that are part of this total.


Several Vice Presidents reported on recent significant gifts; College Park has scheduled an event celebrating reaching its half-way point on October 23rd.


The group discussed recent economic turmoil and its potential impact on campaigns and on development budgets.  While some felt that major gifts already in the pipeline may still be realized, acquiring new major gifts might present a challenge. Lack of investment earnings and potential state budget cutbacks might affect hiring.


Regents Gossett, McMillen, and Gill all noted that they would be vocal in stressing the importance of maintaining and building fund-raising efforts even in tight times, since it is a sound long-term investment. Regent Gossett suggested that the timing might be right to renew a focus on smaller gifts and participation in order to encourage engagement and continue the habit of giving.


Return on Investment (ROI) of State Supplemental Funds Report


Regent Gossett noted that Regent Kendall has long stressed the need for accountability regarding the state funds designated to development operations over the past two fiscal years.  The Regents suggested documenting the progress made with these funds by tracking the increase in funds raised and donor prospects identified against the funds invested.  The data can also be tracked with state funding trends to demonstrate private philanthropy’s increasing importance.


Action Item:  USM staff will summarize ROI reports in a table form to present to the legislature and develop a report summarizing the data points described above.


The group discussed the importance of focusing on alumni participation, despite recent national trends showing a decline.  Of particular interest was integrating alumni relations with development efforts.


Action Item:  USM will work with individual institutions to develop a brief report on how they are leveraging alumni relations to increase the level of participation and encourage future major gifts to support institutional priorities.  

Benchmarking/Best Practices


Greg Simmons presented a report on a pilot project that attempted to gather data from peer and aspirant institutions regarding staffing, budgets, and performance.  Although the project did not fulfill expectations, it did provide several valuable lessons.  One is that UMBC and other campuses should establish their own meaningful performance benchmarks by which to measure progress.  The study also identified opportunities for following up with specific institutions to explore best practices and discuss operational matters.

The group discussed presidential involvement as one key factor in success—a theme that emerged from UMBC’s peer study.  


Action Item: As Regent Gossett and Vice Chancellor Raley continue their visits to USM institutions, they will explore the various ways in which the presidents are actively engaged in advancement activities.  Working with the vice presidents, they will report to the committee about presidential involvement and discuss ways to encourage increased participation.


Regent Gill asked institutions if they had established specific campaign objectives and if they tracked fund-raising success in these areas.  Vice presidents reported that they did track that data, and tried to focus additional attention on areas that might be underfunded.  


Advocacy


Vice Chancellor Raley discussed the Committee on Advancement’s advocacy role, the role of the USM Foundation’s new advocacy committee, and the need to coordinate efforts across these two groups as well as among the campuses.  Pamela Purcell noted that the USM Foundation’s committee would help play a role in passing legislation in support of UPMIFA (Uniform Prudent Management of Institutional Funds Act) this year, and that the Regents’ Committee of Advancement could also play a role.


Action Item:  Pamela Purcell will develop a one- to two-page summary of the issue to share with the committee, and will work with Vice President Sue Gladhill, Associate Vice Chancellor P.J . Hogan and others to ensure legislation is passed this year.


Future State Matching Funds


While acknowledging that the current budget environment is unlikely to support efforts to create a large-scale state matching funds program this year, the group discussed introducing the idea to lay the foundation for future action.  David Balcom reviewed other state programs that had been successful.  Regent Gossett suggested creating an approach that focused on specific state needs (such as nursing or science and math education) on an annual basis; Sue Gladhill suggested matching funds for construction.


Action Item:  USM staff will revise its Matching Gift program summary to align with state and institutional needs for future consideration by legislators.

USM Foundation Investment Performance


Vice Chancellor Raley reported that investment performance for last fiscal year was essentially flat—well ahead of the markets.  The recent market downturn has adversely affected performance. The USM Foundation's investment performance was down -10% for the calendar year through the end of August, 2008.

The meeting was adjourned at noon.
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		Board of Regents

Summary of Item for Action, 


Information or Discussion







TOPIC: 
Uniform Prudent Management of Institutional Funds Act/Congressional Inquiries into College Endowments

COMMITTEE:  Advancement

DATE OF COMMITTEE MEETING:
January 15, 2009

SUMMARY: 


UPMIFA (Uniform Prudent Management of Institutional Funds Act) is a law promulgated by the Uniform Laws Commission governing the management, investment and expenditure of endowment funds.  It updates UMIFA (Uniform Management of Institutional Funds Act) which was enacted in Maryland in 1972.   


The Internal Revenue Service will continue to closely examine the activities of colleges and universities next year, according to information in the IRS Exempt Organizations annual report and work plan for the 2009 fiscal year released in November.


ALTERNATIVE(S):
N/A

FISCAL IMPACT:
N/A

CHANCELLOR’S RECOMMENDATION:
The Advancement Committee and the USM Foundation Advocacy Committee, together with its advocacy counterparts across the USM, should continue to support the passage of UPMIFA and monitor closely the IRS’s plans to revise 990 reporting.

 

COMMITTEE ACTION:





DATE:  



BOARD ACTION:






DATE:





SUBMITTED BY:  Leonard Raley, raley@usmd.edu, 301-445-1941



p:\advancement\regents advancement committee\09 january 15\legislative issues summary.doc
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A SUMMARY 
 
 
 At its annual meeting in July 2006, the National Conference of Commissioners on 
Uniform State Laws (NCCUSL) approved the Uniform Prudent Management of Institutional 
Funds Act (UPMIFA) and recommended it for enactment by the legislatures of the various 
states.  UPMIFA is designed to replace the existing Uniform Management of Institutional Funds 
Act (UMIFA), which was approved by NCCUSL in 1972 and has since been enacted in 47 
states.  UMIFA was a pioneering statute, providing uniform and fundamental rules for the 
investment of funds held by charitable institutions and the expenditure of funds donated as 
“endowments” to those institutions.  Those rules supported two general principles: 1) that assets 
would be invested prudently in diversified investments that sought growth as well as income, 
and 2) that appreciation of assets could prudently be spent for the purposes of any endowment 
fund held by a charitable institution.  These two principles have been the twin lodestars of asset 
management for endowments since UMIFA became the law of the land in nearly all U.S. 
jurisdictions. 
 
 UPMIFA continues these fundamental principles as a needed upgrade of UMIFA.  Both 
investment in assets and expenditure for charitable purposes have grown exponentially in the 
35 years since UMIFA was drafted; asset management theory and practice have also 
advanced.  UPMIFA, as an up-date and successor to UMIFA, establishes an even sounder and 
more unified basis for charitable fund management than UMIFA has done.  
 
INVESTMENT 
 
 In 1972, UMIFA represented a revolutionary advance over prevailing practices which 
imposed upon endowments the limited investment opportunities available for managing trust 
assets – even endowments not organized as trusts.  By stating the first prudent investor rule in 
statutory law, UMIFA allowed endowments to invest in any kind of assets, to pool endowment 
funds for investment purposes, and to delegate investment management to other persons (e.g., 
professional investment advisors), as long as the governing board of the charitable institution 
exercised ordinary business care and prudence in making these decisions.  A range of factors 
guided the exercise of prudence. 
 
 UPMIFA incorporates the experience gained in the last 35 years under UMIFA by 
providing even stronger guidance for investment management and enumerating a more exact 
set of rules for investing in a prudent manner.  It requires investment “in good faith and with the 
care an ordinarily prudent person in a like position would exercise under similar circumstances.”  
It requires prudence in incurring investment costs, authorizing “only costs that are appropriate 
and reasonable.”  Factors to be considered in investing are expanded to include, for example, 
the effects of inflation.  UPMIFA emphasizes that investment decisions must be made in relation 
to the overall resources of the institution and its charitable purposes.  No investment decision 
may be made in isolation, but must be made in light of the fund’s entire portfolio, and as a part 
of an investment strategy “having risk and return objectives reasonably suited to the fund and to 
the institution.”  A charitable institution must diversify assets as an affirmative obligation unless 
“special circumstances” dictate otherwise.  Assets must be reviewed within a reasonable time 
after they come into the possession of the institution in order to conform them to the investment 
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strategy and objectives of the fund.  Investment experts, whether in-house or hired for the 
purpose, are held to a standard of care consistent with that expertise. 
 
 UMIFA initiated the era of modern portfolio management for charitable institutions.  
UPMIFA provides the standards and guidelines that subsequent experience tells us are the 
most appropriate for the purpose.  Charitable institutions will have more precise standards to 
guide them.  Courts will have more precise standards with which to measure prudence in the 
event of a challenge.  The result should be more money for programs supported by charitable 
funds, including endowments. 
 
EXPENDITURE 
 
 UMIFA initiated the concept of total return expenditure of endowment assets for 
charitable program purposes, expressly permitting prudent expenditure of both appreciation and 
income and replacing the old trust law concept that only income (e.g., interest and dividends) 
could be spent.  Thus, asset growth and income could be appropriated for program purposes, 
subject to the rule that a fund could not be spent below “historic dollar value.” 
  
 UPMIFA builds upon UMIFA’s rule on appreciation, but it eliminates the concept of 
“historic dollar value.”  UPMIFA, instead, provides better guidance on prudence and makes the 
need for a floor on spending unnecessary.  UPMIFA states that the institution “may appropriate 
for expenditure or accumulate so much of an endowment fund as the institution determines to 
be prudent for the uses, benefits, purposes and duration for which the endowment fund is 
established.”  Seven criteria guide the institution in its yearly expenditure decisions:  “1) duration 
and preservation of the endowment fund; 2) the purposes of the institution and the endowment 
fund; 3) general economic conditions; 4) effect of inflation or deflation; 5) the expected total 
return from income and the appreciation of investments; 6) other resources of the institution; 
and, 7) the investment policy of the institution.”  These standards mirror the standards that apply 
to investment decision-making, thus unifying both investment and expenditure decisions more 
concretely. 
 
 UPMIFA includes an optional provision that allows states to enact another kind of 
safeguard against excessive expenditure.  If a state does not want to rely solely upon the rule of 
prudence provided in UPMIFA, the state may adopt a provision that creates a rebuttable 
presumption of imprudence if an institution expends an amount greater than seven percent of 
fair market value of a fund, calculated in an averaging formula over three years.  While the 
seven percent rule is likely not to be necessary, it is available for those states that may be 
uncomfortable with the general standards. 
 
RELEASE OR MODIFICATION OF RESTRICTIONS 
 
 UPMIFA recognizes and protects donor intent more broadly than UMIFA did, in part by 
providing a more comprehensive treatment of the modification of restrictions on charitable 
funds.  Sometimes a restriction imposed by a donor becomes impracticable or wasteful or may 
impair the management of a fund.  The donor may consent to release the restriction, if the donor 
is still alive and able to do so, but if the donor is not available the charity can ask for court 
approval of a modification of the restriction.  The trust law doctrines of cy pres (modifying a 
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purpose restriction) and deviation (modifying a management restriction) probably already apply 
to charitable funds held by nonprofit corporations.  UPMIFA makes this clear.  Under UMIFA, 
the only option with respect to a restriction was release of the restriction.  UPMIFA instead 
authorizes a modification that a court determines to be in accordance with the donor’s probable 
intention.  If the charity asks for court approval of a modification, the charity must notify the 
state’s chief charitable regulator and the regulator may participate in the proceeding. 
 


UPMIFA adds a new provision that allows a charity to modify a restriction on a small 
(less than $25,000) and old (over 20 years old) fund without going to court.  If a restriction has 
become impracticable or wasteful, the charity may notify the state charitable regulator, wait 60 
days, and then, unless the regulator objects, modify the restriction in a manner consistent with 
the charitable purposes expressed in any documents that were part of the original gift. 
 
CONCLUSION 
 
 UPMIFA reflects and incorporates the 35 years of experience that has accumulated 
under the original UMIFA.  Rather than changing institutional investment or expenditure 
practices, it brings them up to date and unifies them across a broad range of charitable funds.  
The better charitable institutions manage investments and prudently control expenditures, the 
more money they should have for program purposes. 
 





