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Board of Trustees
Finance and Facilities Committee Meeting

June 15, 2015
8:30 a.m. - 10:30 a.m.

Fairwinds Alumni Center
Conference call in phone number 800-442-5794, passcode 463796

REVISED AGENDA

I. CALL TO ORDER Marcos R. Marchena
Chair, Finance and Facilities Committee

II. ROLL CALL Angie Carloss
Senior Administrative Assistant for 
Administration and Finance Division

III. MEETING MINUTES

∑ Approval of the April 22, 2015, Finance Chair Marchena
and Facilities Committee meeting minutes

IV. NEW BUSINESS Chair Marchena

∑ Direct Support Organizations’ 2014-15 William F. Merck II
Third-Quarter Financial Reports (INFO-1) Vice President for Administration and
- UCF Athletic Association and Finance and Chief Financial Officer

UCF Stadium Corporation John C. Pittman
- UCF Convocation Corporation Associate Vice President
- UCF Finance Corporation for Administration and Finance,
- UCF Foundation Debt Management
- UCF Research Foundation
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∑ Release of Unrestricted UCF Stadium William F. Merck II
Corporation Revenues (FFC-1) Todd Stansbury

Vice President and Director of Athletics
Brad Stricklin
Senior Associate Athletics Director
and Chief Financial Officer

∑ Amend Payment Schedule for UCFAA Loan William F. Merck II
to the University (FFC-2) Brad Stricklin

∑ 2015-16 Direct Support Organizations’ William F. Merck II
Budgets (FFC-3) John C. Pittman

- UCF Athletics Association Todd Stansbury

- UCF Convocation Corporation Grant Heston
Vice President for Communications
and Marketing

- UCF Finance Corporation Deborah C. German
Vice President for Medical Affairs
and Dean of the UCF College
of Medicine

- UCF Foundation Michael J. Morsberger
Vice President for Alumni Relations
and Development, and CEO
for UCF Foundation

- UCF Research Foundation M. J. Soileau
Vice President for Research
and Commercialization

- UCF Stadium Corporation Rick Schell
Vice President and Chief of Staff

∑ Five-year Capital Improvement Plan William F. Merck II
(FFC-4) Lee Kernek

Associate Vice President
for Administration and Finance
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∑ UCF Investments Quarterly Report William F. Merck II
Ended March 31, 2015 (INFO-2) Tracy Clark

Associate Provost for Budget,
Planning, and Administration and
Associate Vice President for Finance

∑ Fixed Investment Income Concentration William F. Merck II
Review (INFO-3) Tracy Clark

V. OTHER BUSINESS Chair Marchena

VI. CLOSING COMMENTS Chair Marchena
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ITEM:  INFO-2 

 
 
 

University of Central Florida 
Board of Trustees 

Finance and Facilities Committee 
 
 
SUBJECT: UCF Investments Quarterly Report Ended March 31, 2015 
 
DATE: June 15, 2015 
 
 
 
 
 

For information only. 
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University of Central Florida
Total Operating Portfolio Summary(1)

As of March 31, 2015

1. The portfolio gain/(loss) data is presented gross of management fees and portfolio expenses but net of  physical cash flows.
2. The inception date for analysis is 3/31/10.  The actual funding  of the various portfolios occurred during March 2010. 
3. Pool III’s fixed Income market value includes the $8,677 cash balance held in the Pool III mutual fund account.
4. Pool IV’s fixed Income market value includes the $25,841 cash balance held in the Pool IV mutual fund account.

Page 1

Cash & Non-Investment Portfolio 9/30/2014                   
Reported Value

12/31/2014                   
Reported Value

3/31/2015                   
Reported Value

Bank of America $4,693,455 $15,579,753 $1,271,428 

CNL - Money Market $5,006 $5,007 $5,007 

SPIA $363,799,391 $289,443,845 $334,105,269 

UCF Parking Bonds (SPIA) $1,396,591 $1,338,849 $1,022,972 

UCF Housing Bonds (SPIA) $1,382,306 $355,424 $333,330 

Total Cash & Non-Investment Portfolio $371,276,749 $306,722,878 $336,738,006 

Structured Investment Portfolio (BNY) 9/30/2014                    
Market Value

12/31/2014                    
Market Value

4th Quarter 
Gain/(Loss)

3/31/2015                    
Market Value

1st Quarter 
Gain/(Loss)

Inception 
Gain/(Loss)(2)

Pool I $29,996,362 $29,997,110 $748 $29,992,225 $740 $31,688 

Pool II $20,159,279 $20,147,063 ($2,140) $20,186,931 $49,545 $306,332 

Fixed Income (Pool III)(3) $100,274,119 $100,670,946 $423,799 $101,581,086 $964,464 $9,091,552 

Domestic Equity (Pool III) $18,891,489 $19,822,646 $931,157 $20,009,950 $187,303 $10,112,186 

Total Pool III $119,165,608 $120,493,592 $1,354,956 $121,591,036 $1,151,767 $19,203,739 

Fixed Income (Pool IV)(4) $24,795,747 $25,131,721 $352,700 $25,521,764 $413,804 $4,801,292 

Domestic Equity (Pool IV) $37,082,066 $38,909,833 $1,827,768 $39,277,490 $367,657 $20,255,296 

International Equity (Pool IV) $9,829,229 $9,521,586 ($307,644) $9,911,337 $389,751 $2,251,641 

Total Pool IV $71,707,042 $73,563,140 $1,872,824 $74,710,591 $1,171,213 $27,308,229 

Total Structured Investment Portfolio $241,028,291 $244,200,904 $3,226,388 $246,480,783 $2,373,265 $46,849,987 

Total Operating Portfolio $612,305,040 $550,923,782 $583,218,789 
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University of Central Florida
Structured Investment Portfolio vs. Net Contributions(1)

As of March 31, 2015

 195

 205

 215

 225

 235

 245

$Millions

Beg Value + Contrib Market Value

Opening Value 210,017,451 

Gross Inception Earnings 46,849,989 

Management Fees (1,308,660)

Custodial Expenses(2) (327,997)

Operating Withdrawals (8,750,000)

Ending Value 246,480,783 

Gross Inception Return(3) 4.23%

Gross SPIA Inception Return(4) 1.95%

$199,630,794

$246,480,783

$210,017,451

1. Net contributions include cash flows associated with management fees, portfolio expenses and physical cash flows
2. Custodial expense figure is reduced by commission recapture income received
3. Annualized performance number.  Net of management fees inception earnings = $43,203,958. Net inception return = 4.11% 
4. The gross SPIA inception return corresponds with the 3/31/10 inception of UCF’s investment portfolio.  Net inception SPIA return = 1.83%  

Quarterly Gross Info

Earnings: $2,373,265

Return: 0.97%

SPIA: 0.45%

Page 2
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Pool I: Yes No N/A

Investments limited to registered 2a-7 mutual funds, CDARS, and or/SPIA. 

Pool II: Yes No N/A

All fixed income investments shall maintain a minimum rating of "A-" or higher by a major credit rating service.

The weighted average quality of the fixed income portfolio shall maintain a rating of "AA+" or higher.

Duration of the fixed income portfolio shall not exceed the effective duration of the Merrill Lynch 1-Year Treasury index by 25%.

The maximum average effective maturity of any single security shall not exceed 3 years.

Operating Pool II shall maintain a dollar-weighted average effective maturity of 1 years or less.

Pool III Equity: Yes No N/A

Investments in equity securities shall not exceed twenty percent (20%) of the market value of Operating Pool III’s assets.

Pool III Fixed: Yes No N/A

All fixed income investments shall maintain a minimum rating of "A-" or higher by a major credit rating service. (2)

The weighted average quality of the fixed income portfolio shall maintain a rating of "AA-" or higher.

The duration of the fixed income portfolio shall not exceed the effective duration of the benchmark by 50%.

Operating Pool III shall maintain a dollar-weighted average effective maturity of 7 years or less.

Pool IV Equity: Yes No N/A

Investment in equity securities shall not exceed seventy-five percent (75%) of the market value of Operating Pool IV's assets.

Foreign securities shall not exceed twenty-percent (20%) of the market value of Operating Pool IV's assets.

Pool IV Fixed: Yes No N/A

All fixed income investments shall maintain a minimum rating of "investment grade" or higher by a major credit rating service.

The weighted average quality of the fixed income portfolio shall maintain a rating of "A-" or higher.

Duration of the fixed income portfolio shall not exceed the effective duration of the benchmark by 50%.

University of Central Florida
Structured Investment Portfolio Investment Policy Compliance Checklist(1)

As of March 31, 2015

1. Taken as an excerpt from the UCF quarterly performance evaluation report. Individual managers are also measured on an ongoing basis against a combination of 15 quantitative and qualitative criteria.
2. Apache Corporation downgrade representing 0.17% of portfolio at time of compliance check. Instructed to sell on 4/20/2015. Page 3
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Target Policy Summary
Pool I 100% 90 Day US T-Bills

Pool II 75% ML 1-Year Treasury + 25% 90 Day US T-bills

Pool III 85% ML 1-5 Year G/C A or Better + 15% S&P 500

Pool IV 30% Barclays Agg + 5% Barclays TIPS + 50% S&P 500 + 15% MSCI-ACWxUS

University of Central Florida
Structured Investment Portfolio Detail

As of March 31, 2015

1. Pool III’s Vanguard Institutional Index market value includes the $8,677 cash balance held in the Pool III mutual fund account.
2. Pool IV’s Dodge & Cox Income market value includes the $25,841 cash balance held in the Pool IV mutual fund account. Page 4

Pool I $29,992,225 Current 
Allocation Pool II $20,186,931 Current 

Allocation

Cash & Equivalents $29,992,225 100.0% Short-Term Fixed Income $20,186,931 100.0%

Fidelity Money Market $29,992,225 Galliard Capital Management $20,186,931 

Pool III $121,591,036 Current 
Allocation Pool IV $74,710,591 Current 

Allocation

Intermediate Fixed Income (85%) $101,572,409 83.5% Broad Market Fixed Income (35%) $25,521,764 34.2%

Galliard Capital Management $54,747,246 Galliard Capital Management $14,984,127 

Sawgrass Asset Management $46,825,163 Dodge & Cox Income(2) $7,466,599 

Domestic Equity (15%) $20,018,627 16.5% Galliard Treasury Inflation Protected (TIPS) $3,071,038 

Vanguard Institutional Index(1) $20,018,627 Domestic Equity (50%) $39,277,490 52.6%

Vanguard Institutional Index $39,277,490 

International Equity (15%) $9,911,337 13.3%

Europacific Growth $5,352,109 

Manning & Napier Overseas $4,559,228 
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Pool I
$60,000,000 

28.6%

Pool II
$20,000,178 

9.5%

Pool III
$79,873,620 

38.0%

Pool IV
$50,143,653 

23.9%

3/31/2010:  $210,017,451
Pool Allocation

Cash & Equivalents
$80,000,178 

38.1%

Fixed Income
$85,352,481 

40.6%

Domestic Equity
$37,000,000 

17.6%

International Equity
$7,664,792 

3.6%

Asset Allocation

Pool I
$29,992,225

12.2%

Pool II
$20,186,931

8.2%

Pool III
$121,591,036 

49.3%

Pool IV
$74,710,591 

30.3%

3/31/2015: $246,480,783
Pool Allocation

Cash & Equivalents
$30,026,743 

12.2%

Fixed Income
$147,255,263 

59.7%

Domestic Equity
$59,287,440 

24.1%

International Equity
$9,911,337 

4.0%

Asset Allocation

University of Central Florida
Initial Pool & Asset Allocation vs. Current Structured Investment Portfolio

As of March 31, 2015

Page 5
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ITEM:  INFO-3 

 
 
 

University of Central Florida 
Board of Trustees 

Finance and Facilities Committee 
 
 
SUBJECT: Fixed Investment Income Concentration Review 
 
DATE: June 15, 2015 
 
 
 
 
 

For information only. 
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Fixed Investment Income Concentration Review 
The following information summarizes the investment policy changes approved in late October 2014 and the resulting portfolio repositioning that took place in 
Pools II and III as a result of the increased investment policy flexibility.  
 
Pool III – Update (Sawgrass & Galliard) 
-Single security quality restriction clarified to A- minimum (not a quality change, just clarification). 
-Total portfolio average quality restriction clarified to AA- minimum (not a quality change, just clarification).  
-Total portfolio average effective maturity increased from 5.0 to 7.0 years. 
 
Pool III – Impact (Sawgrass & Galliard) 
Sawgrass continues to maintain its conservative portfolio positioning and did not make any portfolio changes as a result of the policy update.  Galliard made 
modest changes to their Pool III portfolio by trimming the portfolio’s exposure in 3-5 year US Treasuries and adding to US Treasuries in the 5-7 year maturity 
range.  Neither Sawgrass nor Galliard expects the additional Pool III guideline flexibility to result in any material sector or quality changes to their portfolios.  While 
the immediate impact of Pool III policy changes is muted, both managers now have additional flexibility to position their respective portfolios for maximum 
protection once interest rates begin to normalize. 
 
It is important to note that since UCF did not change Pool III’s benchmark or duration limit, Pool III’s maximum potential interest rate risk remains unchanged.  
However, Pool III may actually see a risk reduction due to both managers’ added flexibility to increase sector diversification as well as manage duration and yield 
curve positioning. 
 
 
Pool II – Update (Galliard) 
-Single security quality restriction reduced from AAA to A- minimum. 
-Added a total portfolio average quality restriction of AA+ minimum. 
-Total portfolio average effective maturity increased from 1.5 to 3.0 years. 
 
Pool II – Impact (Galliard) 
Pool II experienced a larger shift in structure since UCF relaxed the AAA single security requirement to A- and increased the single security maturity allowance 
from 1.5 to 3.0 years.  These changes allowed Galliard to introduce several higher yielding corporate positions to the portfolio.  However, as you can see in the 
attached breakdown showing the immediate “pre” and “post” policy change shift, the overall portfolio remains very high quality.  While the immediate impact of 
Pool II policy changes is most visible in the portfolio’s yield to maturity (YTM), which increased from 0.18% to 0.41%, the real future benefit to the portfolio will be 
Galliard’s increased flexibility to position the portfolio for maximum protection once interest rates begin to normalize. 
 
It is important to note that since UCF did not change Pool II’s benchmark or duration limit, Pool II’s maximum potential interest rate risk remains unchanged.  
However, Pool II could actually see a risk reduction due to the manager’s added flexibility to increase sector diversification as well as manage duration and yield 
curve positioning. 
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% of Portfolio % of Portfolio % of Portfolio % of Portfolio

 10/31/2014 2/4/2015  10/31/2014 2/4/2015

U.S. Government/Agency Debentures 21.00% 22.16% U.S. Government/Agency Debentures 89.20% 62.36%

Other U.S. Government 9.80% 9.15% Other U.S. Government 0.00% 2.72%

Taxable Municipal 5.30% 1.10% Taxable Municipal 4.80% 0.50%

Corporates 19.00% 20.11% Corporates 0.00% 13.27%

Asset Backed Securities (ABS) 12.50% 16.60% Asset Backed Securities (ABS) 5.10% 17.41%

Commercial Mortgage Backed Securities (CMBS) 7.40% 7.36% Commercial Mortgage Backed Securities (CMBS) 0.00% 0.00%

Mortgage Backed Securities (MBS) 24.90% 22.24% Mortgage Backed Securities (MBS) 0.00% 0.00%

Sovereign / Supranationals 0.00% 0.00% Sovereign / Supranationals 0.00% 0.00%

Cash / Equivalents 0.00% 0.60% Cash / Equivalents 0.80% 3.75%

Total 100.00% 100.00% Total 100.00% 100.00%

 Weighted Average Quality Rating  10/31/2014 2/4/2015  Weighted Average Quality Rating  10/31/2014 2/4/2015

Short/Intermediate AA+ AA+ Ultra Short AAA AA+

 Quality Distribution  10/31/2014 2/4/2015  Quality Distribution  10/31/2014 2/4/2015

AAA 77.01% 75.77% AAA 99.30% 86.48%

AA 9.61% 9.87% AA 0.70% 2.34%

A 12.85% 14.08% A 0.00% 11.18%

BBB 0.35% 0.29% BBB 0.00% 0.00%

< BBB 0.00% 0.00% < BBB 0.00% 0.00%

 Maturity Distribution  10/31/2014 2/4/2015  Maturity Distribution  10/31/2014 2/4/2015

0-1 yrs 9.06% 11.63% 0-1 yrs 75.20% 75.49%

1-3 yrs 39.92% 43.87% 1-3 yrs 24.80% 24.51%

3-5 yrs 50.33% 31.30% 3-5 yrs 0.00% 0.00%

5-10 yrs 0.69% 13.21% 5-10 yrs 0.00% 0.00%

10+ yrs 0.00% 0.00% 10+ yrs 0.00% 0.00%

University of Central Florida – Pool III University of Central Florida – Pool II
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