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Preface

At the "Public Conments" section of Regents' meetings
held in May and June, 1977, students asked that the University
divest itself of its investments in companies having business
operations in South Africa because of the South African
government's system of apartheid. At the request of the Vice-
president and Chief Financial Officer and in accordance with
the "Policies in Handling Stocks"™ adopted by the Senate
Assenbly in October 1971, the Senate Assembly Advisory
Committee on Financial Affairs undertook a review of the
issue,

The Advisory Committee initiated its deliberations at the
September 29, 1977, meeting and has discussed the question
regularly during the past five months. The Advisory Committee
has reviewed the status of University investments and has
received extensive background material from numerous sources
including other colleges and universities, the Investor
Responsibility Research Center, 1Inc., and the Forum on
Corporate Investment in South Africa sponsored by the
University Committee on Communications,



General Principles

The Advisory Committee Dbegan its deliberations with
several fundamental assumptions about the University's social
responsibilities. The Committee recognizes that the principal
purpose of the University is to further the education of its
students and the general pubiic through teaching and research.
Most of society's goals are served indirectly by the education
acquired by students and through the advances in knowledge and
the broad cultural developments fostered by the University.
The University is not primarily an agency dedicated to direct
social or political action., 1Its overriding responsibility is
to maintain itself as a neutral forum for analysis, debate,
and the search for truth. :

Few societies in the world have been able to protect the
academic neutrality of their universities. Even an
institution as firmly established as The University of
Michigan has sometimes found it extremely difficult to
maintain an atmosphere of toleration and mutual trust that
allows for critical evaluation and the free exchange of ideas.
In pursuing the crucial role of society's chief guardian of
intellectual freedom, the University must ingure that
prejudices of all kinds are eliminated from all phases of its
own operation, and it must adhere to all of society's laws
governing the management of its internal affairs. The
University can often render important services to the
community through technical assistance or consultation, but it
must make strenucus efforts to avoid making commitments, as a
corporate body, to political positions that may intimidate its
members, produce an atmosphere of distrust and suspicion, or
create obstacles to free inquiry.

The right to dissent is precious both to the University
and to our society; but this is the right of the individual
member of the university community and its exercise should in
no way compromise the freedom of others. If +the University
operates successfully, members of the community should be free
to discuss any question or analyze any issue, no matter how
controversial or unpopular. However, when the University,
acting as a corporate body, adopts a political position by
formal statements of the Regents, or by their official
actions, it runs the risk of impairing its essential role as a
neutral forum for discussion or debate, Such large and
dangerous risks should be taken only in those cases where the
University's policies or practices clearly affect fundamental
human rights and liberties.



Managing the Endowment

The University's endowment includes gifts from various
organizations and private citilzens. A few of these are
unrestricted gifts intended to support the central educaticonal
mission of the University. Most have been donated with a
special purpose in mind such as the creation of a scholarship,
the maintenance of a jaboratory, the support of an artist in
residence, the encouragement of researci on the peaceful uses
of atomic energy, or the acquisition of works of art for the
University's museums, The Regents' first responsibility,
acting as trustees of these funds, is to insure that they are
managed properly and used for the educational purposes for
which they were donated. The University's endowment must not
be regarded primarily as an instrument of political or social
power; its principal purpose 1is to provide income for the
advancement of the important educational and cul tural
objectives to which the University is dedicated.

Decisions concerning the utilization of the University's
properties and the investment of its endowment must also be
consistent with the applicable provisions of federal and state
laws. The state courts have power to regulate the fiduciary
behavior of the trustees of charitable trusts, and the federal
and state taxing authorities have the power to enforce the
conditions upon which the University enjoys federal income tax
exemption and exemption from state and local property taxes.
If these laws were violated, the University could lose a
substantial portion of the benefits that come from receiving
tax deductible contributions from its alumni and friends.

The chief responsibility of the Regents in directing the
investment of cndowment funds is to seek the maximum return
consistent with an acceptable level of risk and with the
investment goals of the particular fund. Only if there are
compelling reasons should other factors be taken into
consideration.

Occasionally certain stockholder issues arise that affect
t+he administrative or managerial functions of a corporation.
Ordinarily, these issues are not controversial and require
1ittle discussion since the interests of the University are

usually best served by agreement with management. However,
wiien controversial issues arise over the rights of
shareholders or the prerogatives of management, the University
should vote its shares in its own self interest. Sometimes,

depending on the dictates of sound business judgment, that
will mean taking the side of management and sometimes voting
against management.



The University's Responsibility as a Shareholder

Although maximum return within acceptable levels of risk
should be the University's principal guide for investment, the
Advisory Committee recognizes that by investing in a firm the
University must accept some responsibility for the political
and social implications of a company's activities. If a set
of noncontroversial investments could be found that would not
offend +the moral sensibilities of any members of the
University community, the University's portfolio would never
pecome an issue, but it is doubtful that such investment
opportunities exist. The great issues of peace, human rights,
and the preservation of the environment arise in all sectors
of the economy. There are probably nc corporations whose
actions could be endorsed in every detail by every member of
the University community. Since the University cannot
maintain constant surveillance over all activities of every
corporation in which it invests, it does not automatically
endorse every . decision taken by a firm's management.
llevertheless, some measure of responsibility does remain,
especially in those cases in which an extraordinary social
evii is apparent and a broad consensus develops within the
University community concerning the moral shortcomings of a
particultar firm or type of investment.

Although a stance of political neutrality in the
management of its investments is preferred, the Rdvisory
Committee concludes that the Regents should be prepared to
express censure or encouragement to the management of
portfolioc companies in the exceptional cases where political
conditions raise serious moral or ethical guestions.,

The Committee believes that the University should not
seek out controversy but rather should act only when a general
consensus on a significant moral gquestion has emerged within
the University community. The Advisory Committee further
pelieves that in many cases expressions of opinion, either
through verbal oxr written communication, or by the voting of
proxies, may often be more effective in stimulating change
than selling the securities or refraining from their purchase.
It would be inappropriate, however, for the University to join
in legal actions or other similar efforts designed to force
corporate managements to change their questionable policies.
1f, after making efforts to encourage change through direct
communication with corporate managements and by statements of
opinion and proxy voting, the Regents become convinced that
the companies in question are not 1likely to alter their
questionable behavior within a reasonabie period of time, then
the University should sell its shares and should not purchase



any other securities of these firms until their policies have
been changed. When required, it is recommended that actions
be taken in the following sequence:

(1) direct communication of the University's concern to
corporate management via letters or meetings;

(2} the publication of statements describing the
University's general position on the issue, and,
when appropriate, explanation of these statements at
shareholders meetings;

(3} divestiture of University holdings in the
corporation.

When divestiture of the University's holdings in a corporation
is to be considered, hearsay evidence must be avoided and all
reasonable means must be employed to be sure that the position
of corporate management is unmistakably clear.

Procedures for Determining Shareholder Actions

As indicated above, the Advisory Committee believes that
the University's 1971 policy of voting all shares with
management should be revised. A more active poligy is in
order in those cases in which the rights of the University as
a stockholder are in danger of being diluted or in which
serious issues regarding fundamental rights arise. The
University should reserve the right to vote in its own best’
interest and, when appropriate, 1in a manner consistent with
its interest in furthering fundamental human rights.

There are many stockholder initiatives each year on a
wide range of issues but only on rare occasions does an issue
with such significant social or moral implications arise that
the normal investment practices should be altered. To asgist
i-. the determination of an appropriate course of action when
sucih issues arise, the Financial BAffairs Advisory Conmittee
believes that the Regents should consider establishing an
Investments Advisory Committee. The Investments Advisory
Committee would be «charged with the responsibility of
gathering information and formulating recommendations for the
Regents' consideration. Although this committee's function
and mode of operation would be predetermined, it would
otherwise be an ad hoc committee whose members would be
appointed only after the Regents had determined that a
particular issue that might require a deviation from the

normal investment policy had arisen.



Membership on an advisory committee of this kind should
not be restricted to faculty members; instead it should be
broadly representative of the University community and might
include the following:

Two members of +the University Senate appointed by the
Senate Advisory Committee on University Affairs,

Two students appointed by the current official student
government organization,

Two administrators appointed Ly the President,

The South African Issue

Since the issue of investments in corporations having
business operations in the Republic of South Africa has become
one of considerable immediate concern to members of the
university community, for purposes of this issue the Advisory
Committee on Financial Affairs will function as if it wexre the
committee charged with the responsibilities described for the

Investments Advisory Committee, In formulating a
recommendation the Committee recognizes that changing
political or social conditions may requirxe that the

recommendation be amended or even repltaced at a future time,

The aggressive pursuit of the policy of apartheid, and
the Aincreasingly severe repressive measures taken by the
government of the Republic of South Africa against opponents
of that policy are in direct conflict with the most basic
concepts of human rights. The Advisory Committee on Financial
Affairs is convinced that a general consensus exists among
members of the university community that this 1is such a
serious viclation of human rights that the University must
formatlly recognize the 1issue, No such clearly apparent
consensus e€xists, however, regarding the best procedure to
follow  with respect to the management of University
investments in corporations naving operations in South Africa,.

A wide range of options is available to the University.
Many universities, churches, and other financial organizations
have reviewed the gquestion and have developed different
positions vis a vis corporate activities in South Africa, At
one extreme is the total disregard of the political, social,
and economic conditions in South Africa. Proponents of this
view argue that the University should adhere strictly to the
principle that maximum return from endowment investments is



paramount., At the other extreme 1s the divestiture of
securities of any company having business activities in South
Africa, Proponents of this view argue that withdrawal of
investments from corporations doing business in South Africa
is the only means of achieving the desired political change
and that immediate action is required.

The Committee recommends that neither of these extremes
be followed. To sSupport the one extreme is to completely
ignore the repugnant and morally reprehensible policy of
apartheid and give tacit approval to the status quo in South
Africa. This position is indefensiblie if basic concepts of
human rights are to have any true meaning. Full divestiture,
at the other extreme, would preclude any further influence
that The University of Michigan might have in effecting change
in south Africa. A position of continual, unequivocal
opposition to apartheid will iave a greater effect over a
longer time than immediate divestiture. The immediate sale of
University holdings in corporations that operate in South
Africa would be a one-time gesture. Beyond the immediate
effect of a public pronouncement it would serve no useful
purpose. For these reasons the Committee recommends that the
University support the ending of apartheid in South Africa
through the judicious exercise of its rights as a shareholder.
There are numerous ways by which shareholders rights may be
used to exert influence on corporate management. As indicated
earlier, these inciunde:

(1) direct communication of the University's concern to
corporate management via letters or meetings;

(2) the publication of statements describing the
University's general position on the issue and, when
judged most effective, explanation of these
statements at shareholders meetings;

{3} divestiture of University holdings in the
corporation.

These represent progressively stronger actions ir the support
of corporate social responsibility in South Africa.

The Committee recommends that the first and second of
these be undertaken at the earliest possible time. The
initial communication with management should indicate that the
University considers the endorsement of principles such as
those embodied in the statement formulated by the Reverend
Leon Sullivan (appended), and active pursuit thereof, as the
minimum prerequisite for continued investment of University



funds in any corporation. The Committee further recommends
that, in addition to the Sullivan principles, corporations
should be encouraged to work for the enhancement of political,
social, and economic rights for all of their employees in
South Africa. The initial communication with corporate
management shouild indicate clearly that the University expects
that corporations will provide regular public disclosure of
their progress toward full achieverment of these goals,

If a corporation fails +to satisfy these minimum
prerequisites within a reasonable time period, the third
alternative, divestiture, should be undertaken. 1In addition,
the Committee recommends that, in view of the current
political c¢limate in South Africa and barring substantial
improvements in that cliimate, the University should divest
itself of shares in any corporation that undertakes
significant capital expansion of 1its operations in South
Africa. The Committee also recommends that the University,
without detay, terminate its business dealings with banks that
are making or renewing loans to the government of the Republic
of Scuth Africa.



The Sullivan Principles

These principles, originally propocsed by the Reverend
Leon Sullivan, a member of the Board of Directors of the
General Motors Corporation, have been adopted by numerous
United States corporations doing business in South Africa.

The six principles are:

l‘

2.

Nonsegregation in all eating, comfort, and work
facilities.

Equal and fair employment practices for all
employees.,

Eqgual pay for all employees doing equal or
comparable work for the same period of time.

Initiation of and development of training programs
that will prepare, in substantial numbers, btacks
and other non-whites for supervisory,
administrative, clerical, and technical jobs.

Increasing the number of blacks and other non-whites
in management and supervisory positions.

Improving the quality of employees' lives outside
the work environment in such areas as housing,
transportation, schooling, recreation, and health
facilities.



RICHARD L. KENNEDY

THE UNIVERSITY OF MICHIGAN
AWM ARBOR A51Q%

VICE PRESIDENT FOR STATE RELATIONS
ANDO SECRETARAY @F THE UHIVERSITY

MEMORANDUM

To: The Regents .
Froms: R. L. 5 Qggdy/{‘
Date: March 8, 1978

Subject: Materials on Investment Policy

Attached is the material related to the discussion on the
University's investment policy as it relates to the Republic
of South Africa.

These materials have not been included in the regular agenda

book as yet
to a public
give you an
comments to

Please

so that you have the opportunity to review them prior
release scheduled for Monday. Hopefully, this will
opportunity to review the material and make any

us before their release.

let us know if there is any additional material you

wish to have or if you have any guestions. At Regent Power's
request we are compiling information on the position taken by
selected universities, the UAW and the AFL on this issue. These

will be provided to you shortly.

dve



THE UNIVERSITY OF MICHIGAN
REGENTS' COMMUNICATION

TO: Board of Regents 7
FROM: Norman G. Herbert/qéw1ywbkj J-
SUBJECT: Information Relating to South Africa Issue

President Fleming has asked that a copy of the attached memo addrassed
to Vice President Brinkerhoff concerning the bniversity's banking relationships
and the purchase of short-term money market instruments be sent to you.

Vice President Kennedy has requested that additional material on what
other universities and Institutional Investors are doing be provided for your
information. The information attached is material that we have received sub-
sequent to the I.R.R.C. November, 1977, "U. S, Business in Scouth Africa: The

Withdrawal Issue" report.

also for your information, the members of the Senate Assembly Advisory
Committee on Financial Affairs are:

Emery, Allan (Chairman)
Acting Director of the Computing Center

Caddell, Robert M.
professor of Mechanical Engineering

Doerr, Robert E.
Associate Dean and Professor of Dentistry

Bdwards, Alfred
Director, Divisicn of Research & Professor of Business Administration

Jameson, Harriet
Head, Rare Books and Special Collections

Leary, Margaret A.
Assistant Director, Law Libraxy

Miller, James L.
Professor of Higher Education

Rich, Arthur
Professor of Physics

Shontz, Patricia
Professor of Business Administration & Director of Publications

Walker, Jack L.
Professor of Political Science & Director of IPPS

Attachments .
ce: Executive Officers



FOR INTRA-UNIVERSITY CORRESFONDENCE

THE UNIVERSITY OF MICHIGARN

March 2, 1978

To: J. F. Brinkerhoff CP] {LWQLJ{
} N

Subject: Banks involved with government of South Africa

From: N. G. Herbert rlguﬂ4ﬁv

The March, 1978 Regents Communication, "Investment Policies and Social
Responsibility" on Page 3 has two specific recommendations relative to banks
doing business in South Africa:

*3. That the University close its accounts in banks that are extending
and expanding their loan portfolio in South Africa.

4. That the University discontinue purchasing short-term money market
instruments of those banks that are involved in extending or expanding loans to
the government of South Africa."

Senator Dick Clark (D-Iowa) chaired the Senate Subcommittee on African
Affairs which conducted an extensive study of the activities of U. S. based
companies doing business in South Africa. Senator Clark's repocrt to the Senate
Foreign Relations Committee states that "U. S. economic interests in South Africa
'have been pivotal in indirectly assisting the South African government' and
recommended that the United States 'actively discourage' new investments in
South Africa." That report cites some 21 banks that have provided credit which
"directly assisted the South African govermment in its efforts to attain economic
and strategic self sufficiency." The 21 largest banks, providing loans to South
Africa in 1975 were: Bank of America, Citibank, Chase Manhattan, Manufacturers
Hanover, Morgan Guaranty, Chemical Bank, Continental Illincis, Bankers Trust,
First Naticnal Bank of Chicago, Security Pacific, Wells Fargo, Crocker National,
Irving Trust, Mellon Bank, United california Bank, First National Bank of Boston,
National Bank of Detroit, Marine Midland (New York), Republic National Bank of
Dallas, First National Bank of Dallas, European American Bank & Trust.

The University currently does not have a depository relationship with
nineteen of those banks. The University does have an account relationship with
the National Bank of Detroit and Citibank. The Citibank account is one used
only for the remittance by Citibank of the trust income from the W. W. Cook Fund
and a nominal balance of $200 is maintained to keep the account open. The
National Bank of Detroit has assured us that they currently have no outstanding
loans to the South African government. Based on our research it does not appear
that the approval of item #3 by the Regents will have an effect on the University

bank account relationships.

As to item %4, we will need to acquire some additional information from
the banks before we can be sure of the effect. If all 21 banks were "involved in
extending or expanding leoans to the government of South Africa" the list of
eligible banks that we could acquire certificates of deposit or banker's
acceptances from would be reduced considerably. of the 25 largest banks based
on deposits, only 4 would be available.



Page 2 - Banks involved with government of South Africa

However, other money market instruments are available although there
may be times when the rates offered are not as attractive as for the certificates
of deposits. The University's current holdings of certificates of deposits is
limited to those issued by the National Bank of Detroit. They total $15,035,000
and have maturity dates ranging from June 1, 1978 to November 13, 1978.

NGH: ab



RESOLUTION
THE UNIVERSITY OF MICHIGAN
BOARD OF REGENTS
March 16, 1978

WHEREAS the Regents of The University of Michigéﬁ
have received the Report and.Recommendatiogs of the Senate-
Assembly Advisory Committee on Financial Affairs {the Committee)} .
on Investment Pclicies and Social Responsibiiity déted February .
28, 1978, and _
| WHEREAS the Regents are in general agreement wiﬁhx
" the Report and Récommendatioﬁs, and_,‘__
- WHEREAS the Regents agree thaé the issue of.invest—
ments in_corporaticns‘having business operations in-fhe Républic .
of South Africa has become one ©of considerable concern to Rany -
of the University community, and involves extremely serious |
moral and ethical guestions, and ‘ |
WHEREAS the Regents‘belie§e fhat the system of
apartheid and the oppressive practices of the Government oF .
the Republic of South Africa related thereto are immoral
and unconscionable,
| NOW, THEREFORE, BE IT RESOLVED: s
1. The policy reaffirmed by-the Regents at their
April,lQ?l'meeting with respect to the voting of proxies
of corporations_at shareholders meetings is modified as here-
éfter set.forth.
9. When review and analysis of proxy materials and
financial data indicates to the -Office of the Vice President

and Chief Financial OFfficer that it is not in the FfFlnancial



interest of the University as a stockholdexr to vote in accordance
with a management proposal, a recommendation shall be made to
the Regents through normal investment review procedures con—
cerning voting on such prcpoéal, selling the stock, or-othér
appropriate action.

3. If the Regents shall determine that a particular
issue involves serious moral or ethical questlons which
are of concern to many members of the University community, an
advisory committee consisting of members of the University =~ A\
Senate, students, adminig;ration and alumni will be appointed

to gather information and formulate recommendations for the

Regent!s consideration,

4. The Committee having served the function of

such advisory committee with respect to the issué of investment
in corporations doing business in South Africa, and the Regents
having duly considered its repoxt, and the comments and con-— |
cerns of other members of the University community, the following
action shall be taken: | -

| A. ' The Vice President and Chief Financial Officer

shall send ietters to corporations doing business in

South Africa in which the University is a stockholder o

stating the University's strong opposition to.apartheid and racial
injustice and asking for:

{1) Affirmation of the Sullivam Principles.

{2} Corporate encouragement to endorse the

enhancemeﬁt of political, economic and socilal

rights for all of the corporation's employees in




South Africa;
{3) Regulaxr reports to publicly disclose cor-
porate progress toward achievements in these
matters.
B. The University shall vote its proxies in Favor
of_resolﬁtioﬁs supporting the actions of A, above.
" ¢. The University shall withdraw its deposits from
and discontinue purchasing shortﬂterﬁ money market o
instruments of those banks that hereafter make or '
increase loans to the Covernment of the Republic of
South Africa, unless it is demonstrated that such
1oans are conditioned upon governmental action which
shall tend fo eﬁd the system of apartheid.
D. The Vice President and Chief Financial

Officer shall report to the Regents within one year

concerning the actions taken and corporate response

or lack of response thereto. ' - ' - -
. The Regents shall sell the sheres of any corporation

which does not within a reasonable period of time take reasonable

steps to effectuate the purposes of this resolution.




THE UNMIVERSITY OF MICHIGAN
REGENTS COMMUNICATION

ACTION REQUESTED

Subjact: Investment Policies and Social Responsibility
Action
Fequested: To Adopt a New Policy on Handling Voting of Proxiss and to

adopt Specific Actions Dealing with Investments in Corpor-
ations Which Do Business in South Africa

Background:

At the April, 1971 meeting the Regents reaffirmed the policy with respectkt
ro the voting of proxies of corperations at stockholder meetings. ‘That policy is
to vote with management uniess the Regents seriously disagree with the recommendations
of the management, in which case the Regents would consider selling the stock.

Since May, 1977 several individuals have appeared before the Regenits to
urge the sale of investments in corporations which do business in South Africa,
because of the South African government system of apartheid.

In zccordance with the "Policies in Handling Stocks,” adopted by the Senate
Assenbly in October, 1971, the Vice President and Chief Financial Officer requested
e Senate Assembly Advisory Committee on Financial Affairs to review the matter and
make recommendations. As the Committee report states {see Exhibit A}, the University's
first responsibility, acting as trustee of the endownment funds, is to insure that the
funds are managed properly and used for the educational purposes for which they were

donakbed.

To provide information about the issues to +he university community, the
University Committee on Communications sponsored a Forum on Corporate Investment in
South Africa on Campus from January 30 through February 2, 1978. 'This Committes also
prepared Forum Conclusions, Committee on Communication Conclusions, and transmitted
a resolution prepared by a group of Forum attendees. These were sent to the Ragents
esarlier. The consensus of the forum participants, as expressed at the summing-up
session, was that the University should sell its investments in those businessess
dealing with South Africa. Sale of the investments should be accompanied with a
public condemnation of apartheid and of white minority rule and support for majority
rule in South Africa. + was further recommended that a committee be estaplished
"o monitor the University’s investments and any other ties it has with Scouth Africa.”

as of June 30, 1977, the University's holdings of common stocks in the
endowment and other invested Ffunds totaled approximately $59 miltlion. To identify the
United States firms operating in South Africa, the May, 1976 list provided by the
American consulate in South Africa was reviewed. In addition to 319 companies, 21
banks are known to have loaned money to the South African government. The University
has common stock holdings in 45 of those companies and banks which represent
approximately 64 percent {($38 million) of the total market value of its common
stock holdings. Also attached for youxr information is a "Checklist of 1978 Share-
holder Resolution” {BExhibit B) which iw an indication of the extent and nature of
the proposed sharcholder resolutions.



We have extensively reviewed all of the aforementioned report, as well

as information about what other universities are doing. On that basis we recommend
adoption of the following:

L. General Recommendations on Investment Policy

1.

The present policy that proxies be voted with management or consideration
be given to selling the stocks be replaced.

a. There are some occasions when management proposals could result in a
dilution of the stockholder's interest. Such a determination is the
result of the analysis of financial data and dees not involve majox
questions of social responsibility. While it may be true that the
wisest course of action in such an isclated situation would be to sell
the stock, the present Regental pelicy does not provide the flexibility
to retain it, and vote against such management actions, should careful
review prove that to be prudent. Recommendations on such votes would be
made to the Regents through normal investment review procedures.

b. As stated in the Senate Assembly Committee Report, when major guestions
of corporate social responsibility arise, and when a general consensus
on a significant moral question has emerged within the university
community, it is recommended that a flexible response he available,
including communication with management, voting proxies for shareholderx
initiatives, and the sale of the stock.

To help identify and assess issues, and to advise on appropriate University
actions, it is recommended that an Advisory Committee on Issues of Sccial
Responsibility in University Investments be established. The Senate
Assembly Advisory Committee and the Committee on Communications have both
recommended such a group, and have suggested membership from the student
body, faculty and administration. The Senate Assembly Committee has
recommendad an ad hoc committee, to be "appointed after the Regents had
determined that a particular issue might require a deviation from the

normal investment policy."

a. It is recommended, however, that a standing committee be established.
To properly review major issues takes a substantial commitment of
time. Much of the +ime is spent in developing expertise and under-
standing of the University's investments, the proxy mechanism, and
the general range of social responsibility issues currently under
study by institutional investors. A standing committee, with over-
lapping terms, would be able to develop that expertise, and retain
it, while an ad hoc group would require substantial start-up timea,
which would begin only as an issue arose.

. Tt is recommended that the particular issue which the Committee is
being asked to review be assigned by the Regents after the Regenis
had determined that a particular issus had arisen that might require
a deviation from the normal invastment policy. 7The Regents would
receive suggestions about potantial issues from the Vice President
and Chief Financial Offirer or through other channels, such as the
"public Comments" session.




Tt is recommended that the Committee be composed of two members of
the University Senate, appointed by the President from a slate of
four proposed by the Senate Advisory Committee on University Affairs,
two students appoinkad by the President from a slate of four proposed
by the Michigan Student Assembly, and two administrators appointed by
the President. The University Investment Cfficer would serve

ex officio, without vote, and would provide staff support for thes
Committee. Initial terms would be split, one year and two years,
with two vear terms to follow.

9]

B. Specific Recommendation for Investments in Companies Doing Business in South Africa

I+ is recommended that the Regents adopt the recommendations of the Senate
Assembly Committee on Financial Affairs. Specifically:

1. That through the Vice President and Chief Financial Officer, letters be
sent to corporations in which the University is a stockholder asking for:

a. Affirmation of the Sullivan Principles.

b. Corporate encouragement to endorse the enhancement of political,
econamic and social rights for all the corporaticn's employees in

South Africa.

¢. Regular reports to publicly disclose corporate progress toward
achievements on these matters.

d. Understanding that the University intends to sell stock in any
corperation that:

1) Does not show progress in the above.

2) Undertakes significant capital expansion of its operations
in South Africa while a government policy of apartheid is
being followed.

5. That the University vote its proxies in favor of resolutions supporting
the actions in 1. above.

3. That the University close its accounts in banks that are extending and
expanding their lcan portfolio in South Africa.

4. That the University discontinue purchasing short-term money market
instruments of those banks that are involved in extending or expanding
iocans to the government of South Africa.

5. That the Vice President and Chief Financial Of Ficer regularly inform
the Regents of the actions taken, and recommand tc the Regents the sale
of stock in corporations which fail to achieve the actions reoulred in

1. above.
Reepeﬂtfully 5ubm1t ed
L /}
J. F. Brinkerhoff
March, 1978 Vice President

Mttachments
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{Exhibit B)

Checklist of 1978 Shareholder Resolutions

H
pe: & Following is a list of all shareholder resolutions dealing with questions
ww e of corporate social responsibility which have come te IRRC's attention, as wel
2.8 as selected resolutions that raise issues of corporate governance which seem
ad particularly interesting. The list will be updated in subsequent issues of
g 3.; News For Investors. {For full details, see accompanying hexk. For full namsas
M@ and addresses of sponsors, see p. 31.)
s o
Hn g
N
g g
¢ mo Coordinatox - Date of
SE S Corparation Subiject or " yote, statc
584 Sponsor or & of vot
| 1 Aetna ’ insurance redlining E/I withdrawn
x| x American Alrlines Former government officials Davis May 17
ABC TV commencaryv ALM May 16
American EXpress former qovernment officials  Davis April 24
American Fletcher woman on the board chucch April 18
American Home
Producks infant forwmula church April 26
American Hospltal
Sunoly forpmar government officials  Davis May 20
ATET Tebor ren. on the board Local £21 April 19
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