











Proposed Accountability Measure

3. The University of Nebraska will play a critical role in building a talented, competitive
workforce and knowledge-based economy in Nebraska in partnership with the state,
private sector and other educational institutions.

b. Increase proportion of Nebraska high school students ranking in the top 25 percent
of their classes that attend the University of Nebraska.

ii. Increase support for merit-based aid
Reporting Report Reporting

Period Accountability Measure Date Committee

FY 2009-10 | Raise at least $6 million dollars in private funds (endowment and/or Sept. 2010 Business

spendable).

FY 2010-11 | Raise at least $6 million dollars in private funds (endowment and/or Sept. 2011 Business
spendable).

FY 2011-12 | Raise at least $6 million dollars in private funds (endowment Sept. 2012 Business

and/or spendable).




TO:

MEETING DATE:

SUBJECT:

RECOMMENDED ACTION:

PREVIOUS REPORT:

EXPLANATION:

SPONSOR:

RECOMMENDED:

DATE:

Board of Regents Addendum 1X-D-8
October 23, 2009

Strategic Framework Report

Report

November 15, 2008 — The Board of Regents received an update
from the State Investment Officer, David Bomberger, regarding
the performance of the State’s short-term investment pool for the
year ended December 31, 2007.

The Strategic Framework in Item 6.a.ii targets a report to be
given to the Board annually as to the performance of short-term
investments. These investments are managed and

invested by the State Investment Officer.

The performance of the State’s Operating Investment Pool, of
which the University is a part, is recapped in the attachment,
which is extracted from the State Investment Council’s Annual
Report for the year ended December 31, 2008. The report can
found at:

http://www.nic.ne.gov/policy.html

The Strategic Framework benchmark for short-term investments
is that the returns exceed the average of similar fund types.

For the year ended December 31, 2008 (the Investment
Council’s fiscal year) the return of the Operating Investment
Pool was 3.6%. This compares to a benchmark of 4.9%.
Accordingly, the fund did not meet its goal. As disclosed in the
Attached report, the primary reason for the underperformance
was the Operating Investment Pool was underweight in
Treasuries versus the benchmark. Since Treasuries enjoyed
good returns, the fact the Investment Pool owned less of these
securities caused our investment returns to be less than the
benchmark.

The Strategic Framework goal 2009, 2010, and 2011 remains
unchanged, with the goal of exceeding the benchmark for similar
funds.

David E. Lechner
Vice President for Business and Finance

James B. Milliken
President

October 1, 2009



Operating Investment Pool

OVERVIEW

The Nebraska Investment Council invests the available money from the State’s general fund and State
boards, commissions, departments or agencies, and any other state funds not currently needed, into the
Operating Investment Pool (OIP). The Department of Administrative Services calculates the average
daily balance for each participant and distributes the earned income monthly on a pro-rata share basis.

From the funds available for investment in the OIP, the Council is required, pursuant to the Nebraska
Capital Expansion Act, to offer each qualifying bank and capital stock financial institution in the State
a time deposit open account (TDOA). Each institution is allowed up to a $1,000,000 deposit as long as
they satisfy the requirements of the program. The first $250,000 of the deposit is insured either by the
FDIC or the FSLIC. The statute requires the pledging of collateral for deposits greater than $250,000,
with a minimum pledge of 102% of the amount deposited. However, when publicly traded securities
are used for collateral, the Council requires 110% for adequate coverage due to fluctuating market
values throughout the month. The Nebraska statute also allows institutions to pledge letters of credit.
This type of collateral does not have a fluctuating value so when letters of credit are used, 102% is the
coverage required by the Council.

Operating Investment Pool
12/31/08
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2008 HIGHLIGHTS

On October 14, 2008, the FDIC created the Temporary Liquidity Guarantee Program (the “TLG
Program”) and the FDIC adopted final rules related to the TLG Program on November 21, 2008. The
notes are senior unsecured debt obligations, are guaranteed by the FDIC under the TLG Program, and
are backed by the full faith and credit of the United States government. The OIP has invested an
estimated $30 million in the TLG Program.

During 2008, the Economic Stabilization Act was passed. Through this act, Congress increased the
amount of insurance the FDIC provides for a depositor’s account at each depository from $100,000 to
$250,000. This increase is effective until December 31, 2009. Therefore, the Nebraska Investment
Council now requires each bank participating in the Time Deposit Open Account program to pledge
collateral for deposits greater than $250,000.

23 _Source: State Investment Officer's Annual Report



ASSET ALLOCATION

The portfolio is structured with high quality instruments such as treasuries, government agencies, and
corporate bonds with laddered maturities extending ten years. The Council established an Investment
Policy Statement for the OIP that includes credit quality and diversification constraints to provide
safety of principal, liquidity for the daily cash flow needs of the entities within the OIP, and return on
investment. Below are the current portfolio constraints.

U.S. Treasury Securities 15% minimum
Government Agency Securities 50% maximum

15% maximum per issuer
Commercial Paper 5% maximum per issuer
AAA rated Corporate Bonds 30% maximum, 5% per issuer
AA rated Corporate Bonds 20% maximum, 2% per issuer
A rated Corporate Bonds 5% maximum, 1% per issuer
Money Market Funds 15% maximum

On the following page is a pie chart reflecting the asset allocation of the OIP.

Asset Allocation
Operating Investment Pool
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PERFORMANCE SUMMARY

The underperformance of the portfolio is partially attributed to the benchmark holding 44.5% in
Treasuries compared to 17.2% Treasuries held in the OIP. Due to the flight to quality, Treasury
securities outperformed the other fixed income securities during 2008. The portfolio also holds a
considerable amount of callable agency securities which provide a higher income rate for the
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participants. The Fed lowered the Fed Funds rate seven times during 2008 causing many of these
bonds to be called and the proceeds to be reinvested in bonds with lower yields.

15%
10%
i _I. . .:
0% - . . - : - :
1Year 3Year 5Year 10Year Since
12/31/96
1Year 3Year 5Year 10Year Since
12/31/96
mOIP 3.6% 4.9% 4.0% 4.7% 4.9%
® Benchmark* 4.9% 5.4% 4.2% 4.8% 5.2%

* 90% Barclays Capital Intermediate Government/Credit Index and 10% Citigroup 30-Day CD.
Prior to July 2003, the benchmark consisted of 85% Merril Lynch 1-3 Year Govemment/Credit
Index and 15% 90-Day TBill +15 basis points. Prior to October 1997, the benchmark consisted of
50% Merrill Lynch 1-3 Year Government/Credit Index and 50% 90-Day T-Bill +90 basis points.
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