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INVESTMENT AND CASH MANAGEMENT REPORT 
FOR THE QUARTER ENDED SEPTEMBER 30, 2008 

 
Recommended Action:  Receive the Investment and Cash Management Report for the quarter 
ended September 30, 2008. 

Executive Summary:  The Regent institutions maintain two investment portfolios — operating and 
endowment/quasi-endowment.  

Institutional Investment Portfolios 
Market Value 

(in thousands) 
As of September 30, 2007, and September 30, 2008 
  

Operating 
Endowment/ 

Quasi-Endowment 

 Sep 2007 Sep 2008 Sep 2007 Sep 2008 
University of Iowa1 $829,284 $899,657 $363,8812 $308,3862 
Iowa State University 332,883 381,700 179,9083 142,1063 
University of Northern Iowa 104,712 120,040 - - 
Iowa School for the Deaf 1,895 1,830 - - 
Iowa Braille & Sight Saving School          1,241          506                -                - 
     Total $1,270,015 $1,403,733 $543,789 $450,492 

1 Includes UIHC. 
2 Includes UNI. 
3 Includes ISD and IBSSS. 

 

As of September 30, 2008, the Regent combined operating and endowment portfolios totaled 
over $1.8 billion. 

OPERATING 
The Merrill Lynch 1-3 year Government/Corporate Index rate for the quarter was 0.18%. 
Internal managers outperformed the benchmark with the exception of the ISD restricted return; 
BlackRock, Wellington, and Commonfund underperformed the benchmark. 

ENDOWMENT 
The combined endowment managers’ returns for the quarter ended September 30, 2008, 
were –8.6% for SUI and –8.1% for ISU, while the blended asset allocation benchmark posted 
returns of –7.5%.  The SUI quasi-endowment returned –3.8% for the quarter, which 
underperformed the benchmark of –0.5%.  Endowment and quasi-endowment fund manager 
performance overviews may be found on pages 3 and 6, respectively, in the Wilshire Executive 
Summary of Investment Performance report. 

INVESTMENT POLICY 
At its September 17th meeting, the Investment Committee approved a revised and restructured 
investment policy (http://www2.state.ia.us/regents/Policies/Chapter%207/chapter7.04.htm). 

COMPLIANCE 
The Director of Internal Audit reported that SUI’s operating and endowment activities and ISU’s 
endowment portfolio for the quarter ended June 30, 2008, were in compliance with Board 
policies.  

Beginning with the quarter ended September 30, 2008, the new investment policies allow the 
Director of Internal Audit to perform compliance audits at his discretion or by special request. 



BOARD OF REGENTS 
STATE OF IOWA 

AUDIT/COMPLIANCE AND INVESTMENT COMMITTEE 2
PAGE 2

 
Background and Analysis:   
The Board: (1) delegates authority for monitoring institutional investment activities and 
recommending investment policy to its Investment Committee; (2) delegates management and 
oversight authority for investment activities to the vice presidents for finance at each institution; 
and (3) appoints the treasurers for each institution, who are delegated authority by the vice 
presidents for finance, to manage investment and treasury activities within the policies defined 
by the Board of Regents and by the individual institutions. 

The Board’s objective is to preserve principal, ensure liquidity sufficient for anticipated needs, 
and maintain purchasing power of investable assets while obtaining a reasonable return for a 
prudent level of risk.  The institutions, and any designated investment advisor or investment 
manager, shall exercise the judgment and care which persons of prudence, discretion and 
intelligence exercise in accordance with applicable state law.   

The Board of Regents employs an investment advisor and money managers to guide its policy of 
active, diversified investment management.  Wilshire Consulting has been the investment advisor 
to the Board and Regent institutions since May 1996.  Wilshire assists with the evaluation of the 
Board’s investment policies and provides quarterly endowment portfolio summary reports. 

The Board authorized the following fund managers (See page 7 for values): 

Artisan Partners, a small capitalization fund manager, was authorized by the Board in 
December 2004. 

BlackRock, a fixed income manager, was authorized by the Board in February 1996. 

Commonfund (CF), a short-term manager, was authorized by the Board in September 2005.   

Dodge & Cox, a fixed income manager, was authorized by the Board in February 2004. 

Grantham, Mayo, Van Otterloo & Co. (GMO Foreign Fund), an international equity fund 
manager, was authorized by the Board in February 2004. 

Lehman Brothers Asset Management, a private equity manager, was authorized by the Board 
in November 2005. 

Lotsoff Capital Management, a large capitalization domestic equity fund manager, was 
authorized by the Board in September 2004. 

LSV Asset Management manages mid cap value domestic stock portfolios and was 
authorized by the Board in January 2002. 

Post Advisory (a subsidiary of Iowa’s Principal Financial Group), a high-yield bonds 
manager, was authorized by the Board in November 2005. 

Principal Group (based in Iowa), a real estate manager, was authorized by the Board in 
November 2005. 

Reams Asset Management, a market core fixed income manager, began handling SUI quasi-
endowment funds in July 2001.  In January 2002, the Board authorized the use of Reams for 
institutional endowments. 

Vanguard, a large capitalization core index fund manager, was authorized by the Board in 
February 2008. 

Wellington, a short duration fixed income manager, was authorized by the Board in 
March 2003. 
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OPERATING PORTFOLIOS 

The primary goals for investment prudence of the operating portfolio include safety of principal, 
maintenance of liquidity to match expected liabilities, and a reasonable return.  The operating 
portfolio is to be managed to ensure funds are available to support operational needs. 

Market Value 
(in thousands) 

As of September 30, 2008 

 Restricted Unrestricted  

 Internal Internal BlackRock Wellington Commonfund Total 
SUI $149,385 $380,390 $160,939 $159,061 $49,882 $899,657 
ISU  87,148 217,148 N/I N/I 77,404 381,700 
UNI  35,031 64,760 N/I N/I 20,249 120,040 
ISD  11 1,560 N/I N/I 259 1,830 
IBSSS           N/I              506           N/I           N/I           N/I             506 
   Total $271,575 $664,364 $160,939 $159,061 $147,794 $1,403,733 

N/I = No investments of this type. 

Total rate of return measures all income and market valuation changes in the portfolios during the 
period.  Rates of return for the quarter are provided in the following table. 

Quarterly Rates of Return 
For the Quarter Ended September 30, 2008 

 Restricted Unrestricted  

 Internal Internal BlackRock Wellington Commonfund Total 
SUI 0.96% 0.65% –1.88% –1.28% –3.25% –0.68% 
ISU  0.76% 0.80% N/I N/I –3.27% –0.27% 
UNI  1.35% 0.71% N/I N/I –3.29% –0.24% 
ISD  –0.13% 0.50% N/I N/I –3.27% –0.04% 
IBSSS           N/I 0.49%           N/I           N/I           N/I 0.49% 

N/I = No investments of this type. 

The comparable industry standard rate of return for the quarter ended September 30, 2008, 
includes the Merrill Lynch 1-3 year Government/Corporate Index rate of 0.18%.  Internal 
managers outperformed the benchmark with the exception of the ISD restricted return; 
BlackRock, Wellington, and Commonfund underperformed the benchmark. 
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Operating Investment Summary 
Unrestricted, Restricted, BlackRock, Wellington, and Commonfund 

(in thousands) 
As of September 30, 2008 

 Market 
Value 

Percent 
Market Value 

University of Iowa   
Money Market / Cash Equivalents $499,907 55.6% 
Agency Securities 116,605 13.0% 
Commonfund 49,882 5.5% 
Asset Backed 129,579 14.4% 
U.S. Obligations 59,250 6.6% 
Corporate Notes and Bonds 42,788 4.7% 
Municipals       1,646     0.2% 
   Total $899,657 100.0% 

Iowa State University   
Money Market / Cash Equivalents $185,795 48.7% 
Agency Securities 81,627 21.4% 
Commonfund 77,404 20.3% 
U.S. Obligations     36,874     9.6% 
   Total $381,700 100.0% 

University of Northern Iowa   
Money Market / Cash Equivalents $42,154 35.1% 
Agency Securities 38,425 32.0% 
Commonfund 20,249 16.9% 
U.S. Obligations     19,212   16.0% 
   Total $120,040 100.0% 

Iowa School for the Deaf   
Money Market / Cash Equivalents $1,571 85.8% 
Commonfund      259   14.2% 
   Total $1,830 100.0% 

Iowa Braille & Sight Saving School   
Money Market / Cash Equivalents $11 2.2% 
Repurchase Agreements   495   97.8% 
   Total $506 100.0% 

Regent Composite   
Money Market / Cash Equivalents $729,438 52.0% 
Agency Securities 236,657 16.9% 
Commonfund 147,794 10.5% 
Asset Backed 129,579 9.2% 
U.S. Obligations 115,336 8.2% 
Corporate Notes and Bonds 42,788 3.0% 
Municipals          1,646     0.1% 
Repurchase Agreements             495     0.1% 
   Total $1,403,733 100.0% 

 



BOARD OF REGENTS 
STATE OF IOWA 

AUDIT/COMPLIANCE AND INVESTMENT COMMITTEE 2
PAGE 5

 

ENDOWMENT PORTFOLIOS 

Two primary endowment portfolios are maintained – the University of Iowa and Iowa State 
University.  The University of Northern Iowa endowment portfolio is invested through the University 
of Iowa.  The Iowa School for the Deaf and the Iowa Braille and Sight Saving School endowment 
portfolios are invested through Iowa State University. 

The Board’s investment policy defines endowment funds as primarily donor gifts and other funds 
received for specific purposes.  The purpose of endowment funds is to provide: 
(1) intergenerational equity of income in perpetuity; and (2) a stable income sufficient to meet the 
reasonable spending needs of the component endowments by keeping pace with inflation and not 
degrading the real value of the corpus over time.   

Endowment Asset Class Allocation Policy* 
As of September 30, 2008 

 Target Range 

Public Equity  50% +/–5% 
Fixed Income  30% +/–5% 
Private Equity  10% +/–5% 
Real Assets     10% +/–5% 
  100%  

Endowment Manager Allocations* 
As of September 30, 2008 

Asset Class Target Allowable Range Benchmark 

Public Equity  50%  45-55% Wilshire 5000 
US Equity  25%  20-30% Wilshire 5000 
Non US Equity  25%  20-30% MSCI EAFE (N) 

Fixed Income  30%  25-35% Lehman Aggregate 
Core Fixed Income  25%  20-30% Lehman Aggregate 
High Yield FI  5%  0-10% Merrill Lynch HY Master II 

Real Assets  10%  0-10% NACREIF 
Public  0%  N/A N/A 
Private  10%  0-10% NACREIF 

Private Equity  10%  10-20% Wilshire 5000 

*Approved at the September 2008 meeting.  A transition period is expected as assets are reallocated to this new plan. 
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Endowment Allocations 
Net of Fees 

As of September 30, 2008 
 University of Iowa Iowa State University 
MANAGER Value  

(thousands) 
Value 

(percent) 
Fees 

(thousands) 
Value 

(thousands) 
Value 

(percent) 
Fees 

(thousands) 
Public Equity       
US Equity       

Artisan $9,869 4.5% $28 $7,539 5.3% $21 
Lotsoff Capital 40,293 18.2% 40 23,105 16.3% 20 
LSV 9,749 4.4%  17 7,441  5.2%  13 
Vanguard     41,872 18.9%     7   24,919 17.5%     4 

Subtotal  $101,783 46.0% $92 $63,004 44.3% $58 
Non US Equity       
 GMO Foreign Fund $31,507 14.3% $59 $18,667 13.1% $35 
Fixed Income       
Dodge & Cox $27,862 12.6% $31 $19,094 13.4% $21 
Reams 28,077 12.7% 19 19,942 14.0% 15 
Post Advisory   13,248   6.0%   20     8,750   6.2%   13 

Subtotal $69,187 31.3% $70 $47,786 33.6% $49 
Real Assets      
Principal Group $14,857 6.7% $45 $10,335 7.3% $31 
Private Equity      
Lehman Brothers $3,123 1.4% $14 $1,952 1.4% $9 
CF Int’l Partners VI* 219 0.1% * 146 0.1% * 
CF Private Equity VII* 217 0.1% * 145 0.1% * 
CF Venture Capital VIII*      118 0.1%      *         71 0.1%    * 

Subtotal $3,677 1.7% $14 $2,314 1.7% $9 

Total Fund $221,011 100.0% $280 $142,106 100.0% $182 
* No fees were reported.    

Endowment Performance 
Net of Fees 

As of September 30, 2008 
 Assets Net Returns 
 (thousands) Quarter One Year 

SUI $221,011 –8.6% –16.9% 
ISU  142,106 –8.1% –16.4% 
Asset Allocation Benchmark*  –7.5% –14.3% 
SUI Quasi-Endowment     87,375 –3.8% –0.7% 
Fixed Income Benchmark **  –0.5% 3.7% 

 Total $450,492   
 * 50% Wilshire 5000, 30% Lehman Aggregate, 15% MSCI EAFE (N), 5% NCREIF Property Index. 
 ** 100% Lehman Aggregate. 

The quasi-endowment fund is 100% fixed income investments.  There are no Board-established 
fund manager allocations target ranges for the quasi-endowment.   

University of Iowa Quasi-Endowment (100% Fixed Income) 
As of September 30, 2008 

Net Returns  Value 
(thousands) 

Value 
(percent) 

Fees 
(thousands) Quarter Year 

Dodge & Cox $43,717   50.0%  $49 –3.8% –2.3% 
Reams     43,658   50.0%      29 –3.8% 1.0% 
 Total Fund $87,375 100.0%  $78   
Fixed Income Benchmark ** –0.5% 3.7% 
**100% Lehman Aggregate.   
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Endowment / Quasi-Endowment Portfolios 

Market Value - Accrual Basis 
(in thousands) 

As of September 30, 2008 

Portfolio 
Manager 

Endowment 
Market Value 

Quasi-Endowment 
Market Value 

Total 
Market Value 

Percent  
of Total 

Dodge & Cox     
     SUI $27,862 $43,717 $71,579  
     ISU   19,094             -   19,094  
          Total $46,956 $43,717 $90,673 20.1% 
Reams Asset Management     
     SUI $28,077 $43,658 $71,735  
     ISU   19,942             -   19,942  
          Total $48,019 $43,658 $91,677 20.3% 
Vanguard     
     SUI $41,872 - $41,872  
     ISU   24,919 -   24,919  
          Total $66,791 - $66,791 14.8% 
Lotsoff Capital Management     
     SUI $40,293 - $40,293  
     ISU   23,105 -   23,105  
          Total $63,398 - $63,398 14.1% 
GMO Foreign Fund     
     SUI $31,507 - $31,507  
     ISU   18,667 -   18,667  
          Total $50,174 - $50,174 11.1% 
Principal Group     
     SUI $14,857 - $14,857  
     ISU   10,335 -   10,335  
          Total $25,192 - $25,192 5.6% 
Post Advisory     
     SUI $13,248 - $13,248  
     ISU     8,750 -     8,750  
          Total $21,998 - $21,998 4.9% 
Artisan Partners     
     SUI $9,869 - $9,869  
     ISU     7,539 -     7,539  
          Total $17,408 - $17,408 3.9% 
LSV Asset Management     
     SUI $9,749 - $9,749  
     ISU     7,441 -     7,441  
          Total $17,190 - $17,190 3.8% 
Lehman Brothers Asset Management     
     SUI $3,123 - $3,123  
     ISU   1,952 -   1,952  
          Total $5,075 - $5,075 1.1% 
Commonfund Private Equity VII     
     SUI $219 - $219  
     ISU   146 -   146  
          Total $365 - $365 0.1% 
Commonfund International Partners VI     

     SUI $217 - $217  
     ISU   145 -   145  
          Total $362 - $362 0.1% 
Commonfund Venture Capital VIII     
     SUI $118 - $118  
     ISU     71 -     71  
          Total $189 - $189 0.1% 
TOTAL     
     SUI $221,011 $87,375 $308,386  
     ISU   142,106             -   142,106  
          Total $363,117 $87,375 $450,492 100.0% 
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PRINCIPAL DEMUTUALIZATION FUNDS 

In November 2001, the Board established an endowment with proceeds from the demutualization 
of Principal Mutual Holding Company for the benefit of employees and the institutions. 
The balances of the proceeds are reported on a quarterly basis. 

Market Value 
(in thousands) 

As of September 30, 2008 

University of Iowa $41,143
Iowa State University 23,304
University of Northern Iowa 6,753
Iowa School for the Deaf 300
Iowa Braille and Sight Saving School 150
Board Office          47
 Total $71,697
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