OAKLAND UNIVERSITY

BOARD OF TRUSTEES

WORKING SESSION AGENDUM ITEM

November 6, 2002

ADJUSTING ENDOWMENT SPENDING RATE TO 4.5%

Division/Department: Finance and Administration

Summary:  

At its meeting on October 24, 2002, the Investment Advisory Committee of the Oakland University Board of Trustees discussed various options with respect to the spending rate contained in the April 6, 1995 Investment Policy For Endowment.  Section IV(2) of the Policy provides that the Committee review the spending policy against actual returns and propose changes as appropriate to preserve the purchasing power of the endowment.  In that regard, the Committee determined it is advisable to reduce the spending rate in order to restore purchasing power to the endowment, after two years of disappointing losses in the market.  The Committee agreed that a reduction in the spending rate from 5% to 4.5% would be prudent in light of the erosion in endowment value that has occurred.  With this change, the endowment will recover its purchasing power over a shorter period of time, resulting in stronger support for the University in the future.

Action to be Requested at Next Formal Board Meeting:  

The Board will be asked to approve a resolution to modify the April 6, 1995 Investment Policy For Endowment to amend Section IV Spending Policy, Item 1, first sentence to read “Endowment fund distributions shall be at an annual rate of four and one half percent (4.5%) based upon the twelve quarter moving average market value of the fund’s value at the beginning of each quarter, with a one quarter lag.”

Previous Board Action:  

The Board approved the Oakland University Investment Policy for Endowment, dated April 6, 1995.

Attachment:


1. Oakland University Investment Policy for Endowment

Educational Implications:  

It is anticipated that this modification of the spending policy will enhance the endowment fund over time thereby improving our ability to offer scholarships, chairs and other endowment related functions.
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