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MINUTES OF MEETING OF THE FACULTY SENATE OF THE UNIVERSITY OF ARIZONA
Monday, October 4, 1982 Room 146, College of Law

The Faculty Senate convened in regular session at 3:00 p.m. on Monday,
October 4, 1982, in Room 146 of the College of Law. Sixty-three members were
present with Senate Chairperson Rebecca Kellogg presiding.

SENATE MEMBERS PRESENT: Antinoro, Antley, Atwater, Barber, Berliner, Butler,
Cole, Crowder, DeWalt, Dickstein, Duffy, Epstein, Erwin,
Ewbank, Fahey, Fox, Frank, Gallagher, Garcia, Geiger,
Goetinck, Goodwin, Henderson, Jensen, C. Jones, L. Jones,
Kellogg, Kettel, Kinkade, Koffler, Laird, Leebron,
L'Heureux, Maddock, Maher, McCrary, Moffatt, Munsinger,
Nevins, Parisi, R. Peterson, Prosser, Reeves, Rehm,
Roby, Roemer, Rollins, Scott, Shanfield,Sigworth,
Smith, Spece, Steelink, Thompson, Titley, Tomizuka,
von Teuber, Weaver, Werner, Windsor, Witte, and Zukoski.
Dr. Robert Sankey was present as Parliamentarian.

SENATE MEMBERS ABSENT:
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Barrett, Battan, Bleibtreu, Cardon, Chiasson, Cosart,
Edwards, Farr, Foster, Gaines, Gourley, D. Jones,
Mautner, Myers, J. O'Brien, S. O'Brien, Odishaw,
Paplanus, Paulsen, G. Peterson, Schoonmaker, Sorensen,
Svob, Trinca, and Wilkening.

ACCEPTANCE 0F MINUTES: The Senate accepted the minutes of the September 13,
1982, meeting as distributed, with a correction in the remarks by Senator Myers
on page 12. Senator Myers had pointed out that he had not, as reported in
lines 7 and 8, used the word 'man' or the pronoun 'he', but had used language
free from sexual references.

REPORT FROM THE PRESIDENT OF THE UNIVERSITY: President Koffler explained that
he had not asked that a special meeting of the Senate be called to discuss the
budget situation further, as had been deemed likely at the September meeting,
because as matters turned out, sufficient information did not become available in
time to make it appropriate to call a special meeting. It now had been learned,
he continued, that there would be a shortfall in the University's revenue from
tuition fees to the extent of 1.4 million dollars, thus affecting significantly
the current budget that must be adjusted in order to save $14,000,000 as requested
by the Governor and directed by the Board of Regents. There continues to be
uncertainty about what the hospital income will be. It would have been unwise to
proceed faster with less complete information, Senator Koffler said.

Meanwhile he or his representative had consulted with the Deans' Council
twice and the Committee of Eleven once. Vice President Munsinger had met twice
with the Committee on University Planning. Further information was now available
and would be shared with the Senate today when the report from the Committee on
University Planning was made.

REPORT OF THE CHAIRMAN 0F THE FACULTY: Senator Sigworth, Chairman of the Faculty,
reported that the ad hoc committee responsible for determining from which college
additional senators were to come, in maintaining the appropriate ratio between
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elected senators and ex-of ficio members, had assigned two new seats. One had
been assigned to the College of Earth Sciences and one to the College of Law.

Senator Sigworth announced that as requested by the Committee of
Eleven last May, he had appointed a Committee on Military and Industrial Classi-
fied Research. The members would be: Dr. Harris Bernstein, Department of
Molecular and Medical Microbiology; Dr. Jose D. Garcia, Department of Physics;
Dr. Roy Mattson, Department of Electrical Engineering; Dr. William Remers,
Department of Pharmaceutical Sciences; Dr. George Ridge, Department of Jour-
nalism; Dr. John Schwarz, Department of Political Science; Dr. Cornelius
Steelink, Department of Chemistry; Dr. Robert Upchurch, Department of Plant
Sciences; Dr. Jane Underwood, Assistant Provost of the Graduate College.

Senator Sigworth referred to a letter all University employees
participating in the Arizona State Retirement Plan had recently received from
State Senator John Mawhinney reporting certain information about the performance
of the State Retirement Fund and criticizing its history of earning the pre-
ceding year. Senator Sigworth said that as a matter of fact some of the infor-
mation Senator Mawhinney presented was inaccurate or misleading and he felt
Mr. Mawhinney had done a disservice to the University. Senator Sigworth said
he had several questions. Who in the administration read Senator Mawhinney's
letter before it went out? Why was its accuracy not checked? Who authorized
the letters being distributed through campus mail, and, at a time of budget
watching, who paid for the distribution?

Senator Sigworth said he thought it was obvious that the letter was
really a piece of campaign literature distributed by Senator Mawhinney, and he
wondered why it was allowed to be distributed through campus mail.

Chairperson Kellogg referred to a memorandum to Faculty Chairperson
Sigworth and University Planning Committee Chairman Frank prepared by Professor
James Wert, a member of the Arizona State Pension Fund Advisory Council, a copy
of which was at each senator's place today. She said Professor Wert had been
asked to be present at today's meeting to discuss this memorandum which concerned
the State of Arizona Pension Fund performance. Because of teaching a class at
this hour he would not be able to arrive at the Senate meeting until 4:15. She

suggested further discussion of this matter be deferred until Dr. Wert could be
present.

Senator Munsinger said he would have to leave the Senate meeting early
and could not be present when Professor Wert arrived. He would like to comment
at this time. He said he had authorized the distribution of Senator Mawhinney's
letter because he had felt the matter being discussed was not a partisan issue.
Representatives of both political parties are studying this matter, he said.
He said he believed Senator Mawhinney was simply writing the letter to present
his observations of the pension fund situation and that the letter was not
election propaganda. The letter had been duplicated and referred to University
officials for distribution by Senator Mawhinney's staff.

Senator Steelink asked if other legislators could expect similar treat-
ment. Senator Munsinger said he presumed they could if they were dealing with
a non-political issue in their communications, for example, something that con-
cerned faculty welfare as much as the retirement program does.
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Senator Sigworth said he felt copies of Professor Wert's memorandum
should be distributed in the same way Senator Mawhinney's letter had been,
that is, sent individually addressed to the same mailing list of university
employees. Senator Thompson asked if it would not suffice for the memorandum
to be incorporated in the minutes of today's Senate meeting. Senator Sigworth
said this would not be the same. Many faculty members do not read Senate
minutes which are distributed in bulk fashion through departments. The Wert
memorandum should go out individually addressed in the same way as Senator
Mawhinney's letter had. Chairperson Kellogg called for a voice expression from
the Senate as to how Professor Wert's memorandum should be distributed and the
Senate voted that the Wert memo should be distributed as proposed by Senator
Sigworth.

REPORT FROM THE ASSOCIATED STUDENTS: Senator Duffy, ASUA President, reported
that U of A student government leaders were pleased that the Student Services
Mission and Scope statement developed by the student governments of the three
universities had been approved by the Academic Affairs Conimittee of the Regents
and would be presented to the Regents at the next Board meeting. He read the
statement to the Senate, as follows:

"Recognizing the changing needs of a diverse student
population, and that a student's educational environment
extends beyond the classroom and laboratory,' the univer-
sities will provide high quality programs, services, and
activities to supplement the academic programs and to
promote the development of the whole person."

Senator Duffy reported that a task force of students was visiting
with prominent Arizona leaders in business and other fields to discuss the
so-called free enterprise legislation. It was felt that the more discussion
that could be generated, the better understanding there would be of the ramif i-
cations of the proposed bill. Student leaders have met with Senator Mawhinney
and his opponent, David Bradshaw, for example, to discuss this issue. Senator
Duffy urged all members of the Faculty Senate to let candidates know how they
feel about this bill. "We must all fight together," he pointed out, "to oppose
this legislation which would have regrettable consequences for many elements of
the University if it were passed."

U of A student leaders were planning to proceed with their "quality of
education" survey among U of A students. It had been suggested that a questionnaire
developed as a survey instrument to obtain information for the next Arizona Town
Hall by the Department of Higher Education of Arizona State University could be
adapted for distribution among students as a questionnaire about the quality of
education. It had been concluded that the questionnaire could be adapted and
the survey would soon be underway. It was hoped that by January 1983 the stu-
dent responses would be in.

Senator Duffy referred to the activity of the Student Speakers Board.
A debate between Senator Dennis DeConcini and his challenger Pete Dunn would be
held on October 11. On October 26, the Speakers Board would present on campus
Mr. Richard C. Hottelet, CBS United Nations Correspondent. On October 27, the
Speakers Board would present a debate among the three Arizona gubernatorial
candidates.
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Senator Duffy closed his remarks by saying that an enthusiastic
group of student supporters would represent the University of Arizona in Los
Angeles at the Arizona-UCLA game on October 9.

REPORT FROM THE PRESIDING OFFICER: Chairperson Kellogg announced that Esther
Capin, president of the Arizona Board of Regents, would be a guest speaker at
the November meeting of the Faculty Senate.

She announced that the Senate Executive Committee had selected Pro-
fessor Gerry Peterson of the Department of Electrical Engineering to represent
the Faculty Senate on an ad hoc committee being created by the Arizona Board
of Regents to study the academic calendar of the Arizona universities.

Senator Kellogg announced that at the request of Senator Paplanus the
agenda of the November meeting would include the question of whether or not the
Senate would support a Constitution change to authorize voting by proxy. She
said that if any members of the Senate had ideas about this issue, they should
be shared with the Executive Committee, that is, Senator Fahey, Senator Sigworth,
Senator Windsor, Senator Duffy, Parliamentarian Sankey or Senator Kellogg.

Ms. Kellogg reported that the members of the three Senaté standing
committees for 1982-83 had been selected, that is, the members of the Committee
on University Planning, the Committee on Academic Procedures, and the Committee
on Teaching Effectiveness. Members will be as follows:

Committee on University Planning: Louis Battan (82/83-84/85),
Atmospheric Sciences; Roger Fox (82/83-84/85), Agricultural
Economics; Helmut Frank (80/81-82/83), Economics; Gary Mun-
singer (Continuing) -- Appointed Senior VP:for Resources;
Samuel Paplanus (81/82-83/84), Pathology; Ralph Parisi (Cur-
rent year only) -- Student Member; Jessie PerZrin (ßJ-LS2-831ß4.)
-- Non-Senator, Nursing; Gerald Peterson (82/83-84/85, Elec-
trical Engineering; Cornelius Steelink (32/83-84/85.), Chem-
istry. 2-

Committee on Academic Procedures: Ruth Dickstein (82/83-
84/85), Central Reference, University Library; Richard
Erickson (80/81-82/83), Non-Senator, Counseling and Gui-
dance; Czarina Erwin (current year only), Student Member;
Helen Ingram (81/82-83/84), Non-Senator, Political Science;
James O'Brien (80/81-82/83) (Sabbatical Fall Term), Music;
Lois Prosser (82/83-84/85), Nursing; Stephen Shanfield
(81/82-83/84), Psychiatry; Pat Van Netre(8l/82-83/84),
Non-Senator, Speech Communication (-- ...

Committee on Teaching Effectiveness: Elizabeth Barber (Cur-
rent year only) -- Student Member; William Cosart, Chemical
Engineering; Margaret Fleming -- Non-Senator, Secondary Edu-
cation; William Foster, Associate Dean of Students; Ruth
Gardner -- Non-Senator, English; Elizabeth Leebron, Radio-TV
Production; Ed McCullough -- Non-Senator, Geosciences; Dave
Woloshin -- Non-Senator, German
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Senator Kellogg announced that effective immediately she would be
asking the chairs of the three Senate standing committees to attend meetings of
the Senate Executive Committee.

Ms. Kellogg announced that effective immediately motions coming from
committees or through the Chairman of the Faculty's report will be placed as
separate items on the agenda. This will allow for copies of the motions to be
made available to each senator prior to the meeting. Also any senator who plans
to bring a substantive motion to the Senate should from now on provide Dean
Windsor's office with a copy beforehand so a copy can be made for each senator.
Such motions will be taken up as new business.

REPORT FROM COMMITTEE ON UNIVERSITY PLANNING: Senator Frank reported that the
Committee on University Planning had met twice in recent days to consider the
most current information on the financial status of the University. The corn-

inittee had carefully discussed the various categories of saving which had been
officially proposed and most of which had been at least partially implemented,
to permit the University to save the amount of funding necessary to comply with
the Governor's request and the Regents' directive that 10 percent of the
State's funding for the University not be expended. He explained that contin-
uing uncertainty with respect to economic conditions, an apparent softening in
the demand for hospital services, an unexpected decline in main campus enroll-
ment with the result of a shortfall in tuition revenue, and reluctance to imple-
ment step six of the savings plan whereby each employee would forego one day's

pay every other pay period, together required modification of the earlier plan
to achieve the overall savings. Total savings, he said, must equal $14,012,800
(10 percent of the U of A's general fund appropriation) plus any shortfall in
tuition, registration fees, collections for hospital services, and other locally

generated revenues. With the objective of maintaining the flexibility required
to deal with uncertainty regarding future economic conditions while avoiding
serious disruption of programs and employment, the University had elected to
defer implementation of the suspension-of-pay element of the savings plan and
instead to tighten controls designed to generate additional savings in each
category of expenditure.

It had been agreed that the first five steps of the original program
should be maintained and strengthened to generate additional savings. Further-

more, steps would be taken to generate savings in the professional and outside
services and other operating expense categories. Senator Frank then described

the various categories, as follows: 1. Elimination of all paid overtime.

No change. 2. Hiring freeze. Controls on new employment on Main Campus,
College of Medicine, and Hospital general operating fund accounts will be
tightened. Decisions to fill positions will be made on a monthly basis by the
Executive Vice President after consulting with deans, directors, and other
administrative personnel. 3. Prohibition of general fund expenditures for
out-of-state travel. No change. 4. Reduction in general fund allocations for

in-state travel. Additional savings will be achieved and expenditure authority
will be withdrawn from the budgets of individual units. The amount withdrawn
from each major unit will be negotiated with the cognizant dean or director.

5. Restrictions on equipment purchases. Additional savings will be achieved
in Main Campus accounts by the imposition of an immediate freeze on all general
fund expenditures for equipment and for special project activities. Expenditure
authority will be removed from the budgets of individual units. Should experience
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prove that a fraction of the expenditure authority can be reestablished,
deans and directors will submit proposals for use of the funds that can be
released. 6. Suspension of pay for all employees. The decision to implement
this step has not been taken. Implementation will depend on additional infor-
mation on general economic conditions and the success of the revised savings
program. 7. Reduction in professional and outside services and other operating
expenditures. Funding will be withdrawn from selected units and expenditure
rates will be monitored to ensure savings in excess of $2.1 million in these
categories. 8. Reduction in library acquisitions. Main Campus and College
of Medicine budgets will be reduced approximately 26 percent to save $900,000.

Senator Zukoski said he dislíked to see funds for library acquisítions
reduced. $900,000 was a considerable amount. A sacrifice like that is something
that can never be made up, he said. Senator Frank said that several members of
the Planning Committee had serious reservations about this particular feature
of the revised plan. He said perhaps one of the librarians would comment on
this point.

Senator Laird said that if most of the $900,000 was to come from the
budget of the main library this would be very serious. However, he understood
that amount included the medical school library as well as the main campus
library. If all of the cuts were to come from the main library budget, then
this would mean no more books could be purchased this year. The balance of
funds not yet spent would have to be used for standing orders for serials and
monographs.

President Koffler commented that $100,000 of the $900,000 cut would
come from the medical library. The question was asked, what about the law
library? Senator Koffler said that a cut in the law library's funding would
be included in the amount being saved by the main campus library. Senator
Shanfield wondered what would be the effect of a cut of $100,000 in the acqui-
sition budget of the medical library. Medical librarian Thomas Higdon was in
the gallery and the chair asked him to comment. Mr. Higdon noted that the cost
of medical serials had become very expensive. The past year the cost of these
had inflated probably 20 percent. A cut of $100,000 undoubtedly would mean
a reduction in the budget for book acquisitions. Senator Shanfield said he
felt Dr. Zukoski's concern. The proposed saving would make a large hole indeed

in the library's budget. A great university needs a great library, he empha-
sized.

Senator Koffler said that there were still uncertainties about the
budget. He said that the administration was certainly going to monitor every
aspect of the fiscal situation carefully and regularly. The savings plan
described by Dr. Frank would be modified if such actíon could be justified.
He personally felt that the plan to cut library acquisitions would be the first
item in the savings plan to be reversed if at all possible.

Senator Laird said it was only fair to point out that in the library
community President Koffler was known for the manner in which he championed
the needs of the University library when he was chancellor of the University of
Massachusetts at Amherst. He personally felt confident that Dr. Koffler would
be as supportive as possible in aiding the library to fill its needs.

Senator Witte asked what were the professional and outside services and
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other operating expenditures referred to in one of the new categories of
saving. What percent did they make of the whole? Senator Munsinger said
this category included such things, for example, as consulting service, the
holding of special seminars, and computing services. This category could
total as much as 11 or 12 percent of the total to be saved, he said. - Also
included here would be such items as utilities and the cost of equipment main-
tenance. The cost of these has grown rapidly.

Senator Shanfield referred to the provision under the hiring freeze
for decisions to fill positions to be made on a monthly basis by the Executive
Vice President after consulting with the concerned administrative personnel.
What would the impact of this procedure be? Senator Weaver responded there
would be some slowdown in the process of filling vacancies, of course. The
slowdown process itself would save some funds. However, this does not mean that
automatically every vacancy would sit vacant for one month. Usually the deans
know what is going to happen ahead of time and can prioritize. Each college,
for example, could indicate what its priorities would be during the next month.
The deans, then, would be told which positions could be filled.

Senator Munsinger pointed out that the Planning Committee had discussed
the problems related to cutting library acquisitions and cutting funding for
equipment. The acquisition of "state of the art" equipment sometimes may be as
important as the acquisition of new library books, he emphasized. The entire
process will be painful. He explained further that the committee had addressed
the revenue issue. The shortfall in receipt of tuition payment indicated what
probably would be registration income for the balance of the year. It was from
this analysis that the 1.4 million dollar figure was determined. This had resulted
mostly from the falloff in the enrollment of nonresident students, he said.
Senator Munsinger felt reasonably confident that the amount of income from tuition
and fees could be rather closely anticipated. However, there was great uncertainty
about what the hospital revenue would be. Most community hospitals have experienced
a fall in income within the last year. The hospital revenue situation would have
to be monitored carefully and regularly, at least monthly.

Senator Henderson said he certainly did not like cutting library acqui-
sitions. Most of the law library's acquisition funds are spent for serials.
Acquisition of titles is funded by other funds. In any event, he said, he would
rather absorb the savings in library acquisition than in personnel, either by
losing positions or by expecting personnel to forego pay. "We can if we must
go to outside donors for funds for library books," he said. "You cannot expect

outsiders to provide funding for employees' salaries." The savings have to come
from somewhere, he emphasized.

Senator Titley asked if the Planning Committee had considered other
sources of funding, for example, could any of research overhead monies be channeled
to helping pay for library acquisitions? Senator Laird pointed out that the
libraries now receive their fair share and more of research overhead funds.

Senator Shanfield asked if anything had changed in the State picture so
far as Arizona's revenue was concerned. Senator Frank answered that while
Governor Babbitt continues to speak in terms of the shortage he originally con-
templated -- he made his first announcement in the summer -- there is great variance
among the predictions of other individuals in the state. What once was considered
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to be an anticipated shortfall of state revenue of $68 million has now risen
according to some analysts to $91 million. Still others are projecting even
larger deficits, for example, $118 million or $130 million.

Senator Goetinck asked if such expenses as lights at night on tennis
courts, lights in stadiums, and heated swimming pools had been investigated.
He wondered if cutting on acquisition of library books was not false savings.
"We do not need hot water in our classroom buildings," he said.

Senator Munsinger replied that operating cuts would be made selectively.
In some instances funding would be outright removed. In others they would be
monitored closely. Referring to utility costs, he said that significant savings
might be effected if the University could have its classification as to type of
customer changed. University officials are trying to bring this about.

Senator Kinkade said it was to be hoped that no one element of the
University would be forced to suffer disproportionately. He wondered if the
amount of money now being planned to be saved in the library budget was unfairly
disproportionate. Senator Munsinger noted that the biggest item in the Univer-
sity's budget is personnel. Everything else then becomes relatively small. If

all savings were proposed proportionately there would have to be a serious effect
on personnel and there would have to be layoffs.

Senator Parisi noted that there were a number of places where savings
might be made. He said that at the Oregon State football game 31 footballs
were lost at a cost of $70 each. He, too, hated to see library acquisition funds
cut.

Senator Shanfield said that after having been active in faculty affairs
for four years, he had at the last Senate meeting and at this one observed some-
thing he had never seen before, that is, a spirit of openness on the part of
the administration to share fundamental information about the budget. He, for
one, appreciated this very much.

ELECTION OF TWO SENATORS-AT-LARGE: Senator Kellogg reported that following the
decision that the two new college senators should be representatives of the College
of Earth Sciences and the College of Law, it was realized that last spring the
College of Earth Sciences had elected Thomas Maddock as a representative.
However, in a reallocation of seats Earth Sciences lost a seat when the College of
Nursing gained one, and Dr. Maddock was not seated. This fall's allocation now
made it appropriate for him to join the Senate. He was present today.

The College of Law had selected Professor Kenney }Iegland as its new
representative, Senator Kellogg continued. The Senate at this point voted to

ratify Senator Heglund's election.

Ms. Kellogg next referred to the procedure agreed upon to obtain nomi-
nations for the two new senator-at-large seats. The self-nomination process
had resulted with a ballot with 44 nominations. Each senator present had today
found the ballot listing the 44 names at his or her place. Each individual was
asked to vote for two people on the first ballot. The four persons receiving
the greatest number of votes would then be balloted on again, to select the win-
ning two. The Chair asked Senator Butler and Parliamentarian Sankey to serve
as tellers. After the first balloting, because of a three-way tie, six candidates
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remained in the running. A second ballot was taken and Larry Aleamoni, Director
of Instructional Research and Development and Manuel Escamilla, Director of
Minority Affairs, were elected as senators-at-large.

CONSIDERATION OF SUBSTITUTE MOTION FOR PROPOSAL THAT SENATE ESTABLISH A
FACULTY BUDGET COMMITTEE: The Senate was reminded that at its September meeting
it had posponed action on a motion originating with the Committee of Eleven
calling for the Faculty Senate to establish a University Faculty Budget Committee
to consist of five members, at least three of whom were to be members of the
Senate. The function of the committee would be to examine the budgetary processes
each year, to offer suggestions to budgeting officers, and to report findings and
observations annually to the Faculty Senate.

The Committee of Eleven now was submitting a substitute motion, a copy
of which had been furnished each member of the Senate as he or she arrived at
today's meeting. The substitute motion was as follows: That the University of
Arizona Faculty Senate provide that there be a subcommittee of the University
Planning Committee with specific responsibility for a continuing study of the
University budget and budgetary processes. The subcommittee should report to
the Senate and faculty at least quarterly.

Senator Berliner said that upon reviewing the charge to the Committee
on University Planning he had found that that group had the right to appoint
subcommittees already. Therefore this motion was superfluous, it seemed to him.
Senator Garcia said that the committee could appoint a budget subcommittee but
it might not, and the Committee of Eleven was specifically providing that one
be set up.

Senator Sigworth said that the Committee of Eleven felt that periodically
reports on the budgeting process should come to the Senate from such a group.
Senator Fahey said that it seemed to her that this proposal was restrictive.
"We don't need to tell them specifically what to do," she said. We should just
direct them to be sure to see that the budgeting matter is studied. We should
not gve them a mandate as this motion would do."

Senator Shanfield asked if the proposal amounted to an amendment to
the Constitution. The Chair explained that the motion would only modify procedure
called for in the document governing the operation of the Senate. Senator Shan-
f ield said that the Senate is particularly concerned with the budget right now,
but does not want to be saddled in perpetuity with having to hear periodic reports
about the budget process even when there are no problems? Senator Sígworth said
that if matters reach that point, the committee can announce they have no report.

Senator Tomizuka recalled that he was on the committee which recommended
the creation of the Planning Committee. It was felt that the Senate should hear
reports on the budgeting process. However, with the climate of the times being
as it was, it was felt that the term "budget" should not be used; so a more
obscure word like "planning" was given this committee. The intent, however, was
that it give its attention to budget matters.

Senator Witte said that for some time many senators really wished to
have a specifically designated budget committee. However, further discussion had
revealed that perhaps a subcommittee of the present Planning Committee could handle
the matter adequately. This proposal would not constrain anyone, she said. It
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would simply be the vehicle by which the Senate could find out what was going
on and that was what the Senate wanted.

Senator Berliner said that the procedures were certainly not obscure
in the operations manual. There are specific references to concern about the
budget.

Several senators wondered if it would be difficult to have a subcommittee
reporting to the Senate. "We have a committee already. hy don't we just use
the mechanism already in place?t

Senator Steelink said that he as a member of the Planning Committee
would not object to being instructed to accept the idea that it must regularly
concern itself with budget matters. However, the committee would need to have
more members. Seven would not be enough.

Senator Witte said this, though, would be crisis management. Studying
the budget should be a routine activity.

Senator Koffler remarked that since the charge to the Committee on
Planning is so clear, including the responsibility to review budgetary matters,
it seemed to him this motion was redundant.

Senator Parisi said he had attended a number of meetings of the Planning
Committee as the student representative and budget concerns were the very matters
about which the committee had deliberated.

Senator Epstein said that if need be, the committee could be enlarged.
She noted further that the subcommittee need not be made up only of members of
the parent committee.

Senator Frank said that as Chairman of the Planning Committee he wel-
comed the Senate's clear expression of what the members wanted, even if it was

redundant. He also welcomed President Koffler's interpretation of the charge
to the Planning Committee. He felt that Senator Witte's remark about crisis
management had relevancy as well. He said it was apparent to him that the admini-
stration intended to work closely with the Committee on Planning in the future.
"We shall report quarterly," he said.

The question was called for on the substitute motion and it passed.

NEW BUSINESS: Senator Antinoro referred to the great amount of interest in the
two new seats as senator-at-large where 44 persons had nominated themselves. He

remarked about the dearth of candidates during the regular Senate elections in recent

years. He had sat for some years on the Faculty Elections Committee and said
he felt many people did not like having to circulate nominating petitions in
order to get on the ballot. Some people felt that the process was demeaning.
If the procedure were made simpler he felt there would be more interest in
running for the Senate, as had been indicated in the recent instance.

Senator Kellogg said she thought Senator Antinoro's observation was
a sound one and it would be considered for placement on the Senate agenda at
an early date.

The Senate then turned to consideration of the memorandum prepared by
Professor Wert relating to the performance of the Arizona pension fund. The



-26-

memorandum directed to Faculty Chairman Sigworth and Planning Committee Chair-
man Frank had been prepared by Professor Wert as a member of the U of A faculty
and as a member of the State of Arizona Pension Fund Advisory Council. The
memo was as follows:

October 4, 1982

"To: Oliver Sigworth, Faculty Chairperson, and Helmut Frank,
University Planning Committee

"From: James E. Wert, Faculty Member and Member of the State of
Arizona Pension Fund Advisory Council

"Re: State of Arizona Pension Fund Performance

"Rates of Return

There are three methods currently used to measure the Fund's
rate of return. For fiscal year ending June 30, 1982 these per-
formance measures are:

Yield on cost. The yield on book value was 10.1 percent.

Net effective yield. (Investment income plus realized
capital gains minus expenses and realized capital losses.)
This rate of return used by the actuary was 6+ percent.
During the year $86 million in net realized capital losses
were incurred thereby reducing the 10.1 percent yield on
cost to the 6+ percent range.

Total rate of return. (Investment income plus realized
capital gains minus expenses and realized capital losses
adjusted for the changes in market values of underlying
securities.) This rate of return used to measure the per-
formances of managers was 2.4 percent.

If, however, a 12-month period is chosen using August 31 as the
closing date, the total rate of return would have been 16.6 percent.
If a 12-month period ending September 30 is assumed the total rate
of return would have been 17.0 percent (preliminary estimate). Con-
tinuing, if a three-month period is assumed for the period ending
September 30 the total rate of return is in the 8.0 percent range
as a consequence of net capital gains since June 30 (preliminary
estimate). If annualized that is a heady 32 percent, an unrealistic
figure thrown out only to illustrate the dangers of short-run calcu-
lations.

"Other Comparisons

0f 5000 pension funds, both public and private, monitored by
A. G. Becker, the Arizona Fund was in the 36th percentile for the past
fiscal year.

For the 69 public pension funds monitored by E.F. Hutton, the mean
average total rate of return was -1.5 percent vs. +2.4 percent for
the Arizona Fund for the same time period.



"Manager Incentives

There are legal as well as operational problems associated
with using compensation incentives based upon rates of return.
Unless covered by a grandfather clause, the Security & Exchange
Commission prohibits such compensation arrangements for invest-
ment managers having a clientele of more than 12 corporations.
A key operational issue is how to avoid undue risk in hope of
raising the rate of return.

"Suggested Changes in Legislation

During the last legislative session considerable effort was
expended by the pension fund director, the advisory council, and
several legislators in proposing changes to the entire legislature
regarding investment alternatives. Many of these recommendations
were incorporated into liB 2296 which was enacted without the recom-
mendations save one. Therefore, if the performance is deemed to be
inadequate by the Fund's detractors the legislature deserves a
share of the criticism for not changing some rather restrictive
investment guidelines. A brief partial list of investment alter-
natives not available to the Fund include ownership of real estate,
equity kickers on commercial mortgages, writing options either naked
or covered, owning foreign securities (including Canada), lending on
real estate outside the State of Arizona, owning precious metals,
and owning all the stocks in the Standard and Poor's 500 stock average.

"Investment and Brokerage Costs

In a fund the size of Arizona's (49th largest including both
public and private, and 12th largest public fund), the only way to
reduce brokerage costs dramatically is a buy and hold strategy. For

the past four years (length of my tenure on the Council) the Council
has undertaken to sell off the bulk of the old low-coupon bonds
caused by such inaction when the opportunity presents itself (net $86
million in losses this past year). Brokerage fees are watched intently
by the Council. Therefore, any savings by inhouse management would
be nominal when put in the context of the size of the fund.

"Other Minutiae

For the first time since the Fund's origin in 1953 the market
value of the Fund is above its underlying cost. In other words, it
could be liquidated today for more than it cost to assemble the assets.

Mr. Mawhinney, the reported ill health of the pension fund is
greatly exaggerated. The pension fund is alive and well. Thank you."

It was noted that Professor Wert had not yet arrived. Senator Frank

then referred to the section of the memo headed Rates of Return, particularly
the description of three performance measures. He noted that Senator Mawhinney
had discussed only total rate of return. He said that the particular twelve
month period covered by Senator Mawhinney's analysis was one during which
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securities were very much depressed and interest rates were high. For that
period the rate of return was 2.4%. As soon as the market went up in the
late summer and interest rates came down, the yield for the preceding twelve-
month period went up to between 16% and 17%. Senator Mawhinney had chosen
the most volatile measure and the one that probably should have the least
attention paid to it, Dr. Frank said.

Senator Frank said he personally preferred as a measure Item 2 in
the Wert memo, the net effective yield.

There were no further questions or comments about the Wert memo-
randum.

The meeting adjourned at four twenty-five o'clock.

MOTIONS PASSED AT MEETING OF OCTOBER 4, 1982:

Approval of distributing memorandum from Professor Wert regarding Arizona
State Pension Fund in the same manner that memorandum from Senator Mawhinney
was distributed.

Election of Kenney Hegland as new senator from the College of Law.

Election of Larry Aleamoni and Manuel Escamilla as new senators-at-large.

Approval of substitute motion from Committee of Eleven providing there be
a subcommittee of the University Planning Committee with specific
responsibility for continuing study of the University budget.

ACTION ITEMS PENDING:

Further consideration of Revised Code of Academic Integrity.

Further consideratìon of adopting a grading system using intermediate grades.

Undergraduate Council report re requirements for bachelor's degrees at the
University of Arizona.
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