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OVERSIGHT ON COLLEGE ENDOWMENTS - .

. THURSDAY, APRIL 22, 1982 o~

. Housk oF REPRESENTATIVES,
. SUBCOMMITTEE ON POSTSECONDARY EDUCATION,
" CommiITTEE ON EDUCATION AND LABOR,
' Washington, D.C.

The subcommittee met, pursuant to call, at 9 am.,, in room 2261,
Rayburn House Office Building, Hon. Paul Simon (chairman of the
subcommittee) presiding. : ' . : ,

‘Members.present: Representatives Simon, Erdahl, and Weiss.

Stmff present: William A. Blakey, counsel; and John Dean, senior
legislative associate. S, - : _ ‘

M¢t. SiMoN. The subcommittee will come to order. - .

The Subcommittee on Postsecondary Education today holds the
first of what will be 'a continuing series of hearings on the question
of college endowments. -, , S

-1 would like to enter my opening statement in the record,

[The opening statement of Chairmar Simon follows:] { .

OPENING STATEMENT oF HoN. PAUL SiMoN, A RprrEsENTATIVE IN CoNGREss From
THE STATE OF ILLINOIS, AND CHAIRMAN, SUBcong‘MlnEE“QN PoSTSECONDARY EDUCA-
TION : .

The Subcommittee on Postsecondary Education today begins an exploratio _into
the status of college endowments: of the Nation’s postsecondary institutionss’1 am,
personally concerned that many of our smaller, private colleges and universities are
in a poor financial position and will be unable to withstand a freeze in the Federal
commitment to. postsecondary - education, much less further reductions ix\Federal
student aid and in discretionary grant programs. : . ‘

In the next five to ten years, institutions without significant endowments will be
at risk as costs rise, enrollments decline or remain the same and demands for im-

provements in quality increase. We hope to learn during these héarings: The status )

of institutional endowments; what demands are being placed on these funds; how

institutions plan to meet the need for increased endowment support; and what role, .

if any, the Federal government might play in this process. . :

I want to incorporate in the'réco:ill at this point a table from the March 17, 1982,
Chronicle of Higher Education which shows the'endowntents of 192 colleges ranked
by their 1981 dollar vajue. I also want to include several letters from college and
universjty presidents who have responded to my request forrinformation of their in-
stitutional endowments. One of those presidents, Dr. Martha Church of Hood Col-
lege will be testifying later. . E -

We are pleased today to have the distinguished executive director of the United.
States Negro College Fund with us. UNCF’s 42 member colleges have been in the
forefront of extending postsecondary educational opportunities to low-income minor-
ity youngsters. UNCF’s slogan “A Mind Is A Terrible Thing to Waste” has almost

become synonymous with black college fundraising in recent years. Welcome Mr. .

Edley and your colleagues, especially Dr. Patterson whom I met and talked with
yesterday. ’

.
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Mr. Simon: We have been focused on student aid and the budget
situation as we understandably should be. Most of my time and the
time of the staff is focused on the budget.

I think one of the dangers in this immediate situation of defend-
ing the fort, so to -speak, is that we are not looking, we are not
dreaming, we are not saying where do we go 10 years from now,
where do. we go long range. As I look at the long-range picture,
when you simply see the demographics of the decline in the num-
bers of those who will be available from what is now the major stu-
dent-age population, it suggests that a lot of our colleges, both
public and private, are going to be in trouble; private, because they
are so dependent on student enrollment and student assistance for

‘financing, and public becagse as a’former State legislator in Illi-

‘nois, I'know that when those enrollments go down, State legislatots

are going to say why should we be spending money on schools with

« declping enrollments. In fact, w§ already have that problem in a
number of States. : ' .

I am’ concerned, second, as we look at what.is happenipg, what

" endowments exist are beirng used more and more to assist students

in their immediate problem, rather than to focus on. how do we im.-

prove the quality of higher education. ‘ . .

Now, if at the Federal level we can assure access, 'and that is
really what we are talking about right nog on_budget questions,
then colleges; whether they are good colleges, or a rambling college
or what college, can use that endowment for purposes of enrich-

“ment that are important to that college, but also important to the
Nation. ‘ : ot .

—

& The endowment picture looks to me increasingly like it is going®
<Y to

ERIC

be extremely important. We have received some letters and in-
formation from various colleges, including a Jetter from Hood Col-
lege. It is very interesting to look at the picture. One college wrote
that their endowment is less than $25,000. Needless to say, that is
not an adequate. endowment. ‘
+ Probably typical is a college in my State, Eureka College, which
has one of the more famous alumni in this Nation. Eureka College

has a $2 million to $3 million endewment. .
I am not sure where we go. I am not sure what we do and.I guess

!

. that is really the purpose of _the hearing. Before we know-it, even’

" though it'is down the pike a”little ways yet, we are going to be at
the point of reauthorizing the Higher Education Act. ’
One possibility is simply modifying title III a little. :
I really am hoping that we can do something ‘much more sub-

~stantial to that and again I am not sure what it is. I think it should

not be a long-range kind of a thing where the Federal Government
s going to be tied up many years in enriching endowments. Maybe
for a 3-year period on some kind of a graduated scale, we say to the
colleges and universities of the country that we will match you for
a short period up to x amount of dollars on your endowments. ,

I have many more questions than I have answers and, fortunate-
ly, we have people out there who have the answers. That is why we
are here. . : .

Before we proceed with our first witnesges, I would also like to
enter into the record the Chronicle of Higher Education article
which lists the endowments of I think it is the top 192 colléges as
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s well as some letters I have received on the endowment picture

from some of the colleges and universities. T
[The list and letters fOIIOWS] -
N :
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Endowments of 192 Collegeg Ranked by 1981 Value

3117[)’:4‘ C‘(’lhmclt_ c»( ”n‘r\ ‘ll.y Ldue
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»

Mackst value Markst Yalve
1iee . 1908 ~ —_—
Ramt st dune 3, 19800 June 3, 1 Rank Instion June 30, 1508 Jume 36, 1001 |
+ Harvare Universty usumoou h.n:.aaonoo{ 5. Univeraity of Denver $23440.000  §27.014.000
2 University of Texss uzoouo 1.485,.090,000 100, Teschars Gollege, Calumbis U 3. 25.283.000 26445000
3 'Yala University m 792,600,000 101, Basmard Coliege ... . not raported  25.880,000
4 University .. 547,750, 000 05,762,000 102, University of Alabama Sylllm . el raported 25,795
5. Stanterd Univeruity ¢ $57.740000  588.90.000 103 Berry Coll 21,158000  25.535.000
- & Cetumba Univerally 550000000  590.400.000 104 Rhods (sland Schost of Deelgn 10135000 . 24,858.000
7. Massachusetts Institule of Technalegy 421,258,000  $00,23%.000 105. University of Tennesses-Knoxvills no1 reparted 24.185.000
$ University of cmuo 342,300.000 397,100,000 108. College of Weasler ....... ...... 20.229. 24,033,000
$ Mice Unversity 329,035,000 378,865,000 4907 Simmons Callege 10292000 22014000
10. Cernell University A20.696.000 360,441,000 108. Denison University . 10085000 21,923,000
S 109. Geerge Washingten Unmuuy 19,084,000 21.434.000
Nerthwaestern University 275.238.000 o 370:852.000 . 110. Spelman Coliegs .. . 14,460,000 21.810.000
12, New York Unversity 1 281,473,000 70.351,000 »
" Meckateller University 270.568,000 Swae1 Brier Call 10012000  20.948.000
Washington University * 288.579.000 University of Maryland . 17,574,000
Emory Unmersity 1 252.459.000 Univargity st Wisconsin Foundslien 1$.737.000
18. Jehns Hopkins University mmm Maerqustts Univaraity . 17.582.000
. Dartmouth Catlege {055,000 Censll Callage 17,439,000
. Univaraty sf Pennayivenis z:z,swooo Handnx Caflege 10.474,000
18, Univarsity ot Notre Dame 218,243,000 Ohio Wasleysn University 17.419.000
20 Celilornis instituts ef Technelecy 202,090.000 : Pennsyivanis Sials University 15,470,000
University of Virginis 179,697,000 . ;"c;,',:‘,’:"cgl';g"l‘m“" PRt
vandermit Univeraity 174,715,000 ' y
Duks University 153,950, 121 Glark Unwarsity 14,900,000
MeGill Univeraty 153,200.000 1223 Coe Calisgs . . net reparted 10.480.000
Univeruty of Delawars o 143,886,000 123, University of Utah . nat raported 883,000
. Caze Western Reserve Universily 142,286,000 124. Reed College A\ 13.283,000
Biown Univarsity 139:484.000 125, Witienberg umm.u, 11.420,000
Wesleyan Unrveraity . 134,395,000 120, Atma Callegi 13310000 16455,
Wallesiey College. 129,182,000 127 Frankiin ang Marsnail Coliege . 12683000  10.210.000
Cermagle-Malien Unwarsity 132,450,000 120 Michigan Stals Unieraity _ 14231.000 15,738,000 -
129, Furman Univarsity . 13249000 15,762,000
Smith College’ 128,126,000
s*m“mm'.'c“"w. 1 et o0 130 University of r-nmmcmu-nma nel reported 15,814,000
Williams Caiisge : 117,044,000 131 Oregon Sists Board of Highsr Ed. 15040000  15.377.000
Seutharn Methedisi University § 116,855,000 132 University ol Pugsl Sound t 13.707.000 |5ou ouo
University of Mchigan 116,402,000 133 Baldwin-Wallace College 12,740,000
~ 3 University of Minnasote 113.067.000 134 Kelsmazeo Collags 12,843,000
Univarslty sl Pitshurgy 113.210.500 135. Wentworth Institute ef Tech. not teported  14.577,000
. Vassar Callege 104,834,000 138 University of Anzona 11607000  14,367.000
3. =Renaseinar Polytachnic Instituls 103,943,000 137. Cannechicus Caflegs 0185000 14.046.000
, 40. University st Clncinnat . 100,912,000 m.. Allegheny Caliege . . 12.234.000 I!JS!.%
139, University of Tul 11,856,000 13537,
415 Owerlln Cel 103,102,000
Sates cd'.‘;r o 334 00 140. InWlsns University 12,160,000 13.4852.000
3 Amnarsi College 95,009,000 141 Norwich University ! nol reported
. University of Richmend 8.123,000 142 Tampls University 11.707.000
Saylor University . 7.500,000 143 C of Willism and Mary Assocralion net rapurted
Grinnwit Coll 25,552,000 144 University of Maine 10,409,000
Tha Ohre Sists Univarsity 24,784,000 145, Orake Univeraily ¢ 12,008,000
Loyols Unmversity st Chicago . $3.015.000 148, Univarsiy st Daylon 2.997.006-
‘Yiake Forest University 77.589.000 147, Washbutn Callegs . 1%.027.000
Lehigh University 72.940.000 148 Murcer University ... 10.272.000
hittier College not reportad
Pemons College 72,530,000
£ Brancen Sty pestiod 150. Kényan Calisge 0.782.000
£3 . Geergelewn University 71.844.000 |5|A-,'G-qu Is Instilute of Technolegy ... . 10.758.000
54. Lufayette College 71,558,000 152.7 Hoburt and Willlsm Smith Calleges 9,604,000
55. Mutdisbury College 70,211,000 153. University of lows Foundalion ne1 reported
56. Rochesisr |n:muu of Tlamclow 64,656,000 154. Muhlsnberg College 0.744,000
7 Caristen Coil §1.966.000 155, University of Arkenses .. 5.495.000
58 Siate U, of New York, aumu 41,478,000 158 Saint Norbert Callegs. 4.099.000
58: Mount Helysks College 61,449,000 157, Saint Mary's Collegs (1nd.) not reported
%0 Besten University. ./ 48,171,000 60.898. 158 Walls College . nal reported
159, North Caroline Stete Unl n rted
&1 Wabash Col not reporied |?B_ Altred Univarsity .
42 Themas Jetterson University ,825.000 e -
63 Syrscuse University R 53.480.000 181 Ohio Northern Unmully 7.277.000
64 Academy of tne New Church . 40,901,000 162 Babson Celiegs not reparted
85, Bryn Mawr College ¢ . 45.334.000 163. Doane College 6086000
4. Bawsoin,Cellage . 45.507,000 104, Pollins Callege not reparted
&7 Univarsity ol lilnows 19,557,000 52,672,000 185. Skidmore Callege nal reportad
§0° Eertnam College 434%000  45.718,000 168, University of Nebrasks 6649,
9. Hemillan Cailege 41241,000 49,658,000 167. Universty st Scranton
70 Unferaty of Miami ¢ 30.546.000  47.707.000 168. Clarkson C of Technotegy
89, Augustens Callege
7 Tuhs Unwarsity not reported 47,243,000 170. Hope Collage .
72 Trnity Collegs (Conn ) 42992000  47,181.000 R
n Occ-unnlalegollngl 37 743,000 46,555,000 173, Carrell College s066.000 |
74 Buylor Callege of Medicing 30707 000 45.470.000 172. Morsynan Callage nat reporied
75 Cewper Umon “ 39750000  44393,000 173 Lores Colioge nal reported
76 Calersdo Cetlegs 31 % 000 44181000 174 Unmesyty of Evansaiic Ll
11 umiversity el North Carghne nat regorted 43,605,000 175, Amanican University 5,306
78 Unrveruity et Wisconsin Sysiem 53,000 43,267,000 176 Collage of Willam and Mary not reported
. Autgers The Stals U of New Jersey 32,407,000 42.601.000 177 washinglon Stefo Univarsily 4.811.000
0. Worcaster Polytachnic (nstitute 34 005,000 41,547,000 178 Medical Coliege af Fonnsylvame 4.$80.000
. 178 University ol Akron 3,580,000
01 Bucknell Unrversity 35611000  41.254.000 100 University #! Oregen Faundstion 2.737.000
:::2 S:nmc:‘;'.hu?n:::.:y + m;"x';,: ;::;;% 181 Philadsiphis C of Textiles snd Science 3532.000
" Cl 19,052,000 38.179.000 182 Cantsius Collegs n reported
'y Soulh\'n!(.m Uneversity not reperted  37.9%,000 183, Chepman Celiege § 425,000 ¥
8 Hamplen nsttute 32356000 34.656.000 184 Univarsity of Tampe 6.000
87, Agnes Scott Cellegs .. 35339000 35.487.000 Tninity Cellege (0.C.) 1.347.000
‘88, Dryw University W265000 34 082,000 Weslern Michigan Univarsity 1.484,000
‘89, University sf Missour 30445000  34,027.000 4 ":::‘L’;":‘;':":‘;.""""V g';;fg
90. Univaruty of Vermont 5645000 32.006.000 199 Easlern Michigan University 1,637,000
01, Wniimsn College 28,262,000 31,760.000 190 Uruversity of Mississippi 1.545.000
%2. Cleremont McKenna Cellege 25155000  31.516.000 131 University of Connacticut .. 1,770.000
3. Colvy Caling 26,352,000 29.367.000 152 Monmouth Callsge 1.380.000
94, Univarsity of Sents Clars 21641000 20.402.000
95, Davidson Callege 25263000  27.056.000 .
4. Lawrence Univarsity (Wisc ) nol regorted  27.369.000
7. Austin Cellege ¢. not reperted  27.152,000
. Ohio Univarsity 25758000  27.050.000
—
) \ .
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R D )
- The Honorable Paul Simon, Chairman
4 House Committee on Education” and Labor

Subcommittee on Postseeondary Education
320 Cannon House Office Building : .
.\%z.shington, DC 20515 N ) . .
. . .
Dear Mr. Simon: : '
. | PR 1 Q GBR ,

. : I have received your pewsletter, read it with care, and found the com-
prehensive chart one of the best I have seen. In response to your questions about
our endowment and other efforts we have made to create a base.from which to assist
middle-income students, let me report in four areas:

»
. - ’ . .
' 1. The nature of Hood's endowed funds;

3

2.. The impact of the proposed cuts on Hood students; ° | -
S ~
3. The response of Maryland banks (all neagtive);

4. Hood'élplan to lend from its endowment, an unpalatable choice made
necessary by the banks in Maryland (both local and state) desiring
Hood to take allthe risks of inflation, default, and floating prime,
etc. :

.

[ Hood"s Endowment:

The College has dpproximately $10. 4 million (market value) in endowment
{and a projected $10.2 million budget for 1982-1983). Approximately $1.5 million
is in the eategory of funds functioning as endowment; approximately $2.5 million.
is in a special restricted account for honor scholarships and faculty fellowships; a
portion is restricted for a pension fund; and the remainder (approximately $6.8 mil~
lion) is for the most part unrestricted in terms of use.

The portfolio is invested by Redwood Capital Management, Inc. in'Balii~
more, Maryland. The Trustees have set the following investment guidelines:

. . ' 1. "Combined income and capital appreciatipn within reasonable
assumption of risk;

2. No specific bond/common stock mix;

3. A greater percentage of common stocks than combined percentage
of band and prefgrred stock should normally be held."

' ! . - .
Lee Miller, Esquire of’\(e‘nable, Baetjer and Howard in, Baltimore, Maryland, . .
assures us that the Trustees canj if they wish, lend out seme monies from funds func-
tioning gs endowment and from the unrestricted portion of the Hood endowment. _
’ R) N . . !
- & ' . n .
a - ‘ T o
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Finally, Hood huﬁ. 56 acres of undeveloped land, which it hopes to develop
to start funding large scale renovations of older buildings. '

Impact of. 1982 and 1_983, Proposed Budget Cuts: ~

)

The ;sheets attached to this letter display the impact of President Reagan's
budget proposals on Hood Gollege.. In addition, to absorb 1982 program cuts, the
College has increased its financial aid budget from 8. 7% (1981-1982) to 10% (1982-1983)
of its total budget. We feel this is the mdximum percentage we may prudently budget

\ for financial aid. . .
4

r

h

Bunk and Other Lendirig Institution Responses:

The March 22 memorandum fo mé-which is attached demonstrates the in-
ability of banking institutions to be of assistance. Moreover, I talked with the CEQ
at John Hancock, grants people at Prudential, and representatives of the American’
Council of Life Insurance about the major insurance companies entering info this
picture. ACLI has a proposal in front of it from the private college sector, but it
is unlikely sthat any program of assistance could be started up this coming year.

- Also, insurance companies are facing cash flow shortages similar to the banks.

Hood's Response: R .

‘T‘he Financial Aid Newsletter and the covering memo I prepared for the
Trustees tell you our story, nat a happy one but at least something is in place. -
The Trustees have stated-d wﬂlingr}eaz‘ to lend up to $500,000 this ceming year.
-If all stays as projected, the total amount lent by Hood would be $1.9 of its endow-
ment. We would charge 15% interest, pay the endowment 12% and hold 3% for default, etc.> ~
N oo | ~ ‘4 ) .
I welcome this: opportunity 9 tell you how Hood College has coped with a
very difficult situation, - . \
: . Sincerely,

]

WaiZlia ?%u/w&./

3

. «

~  Murtha E. Church

MEC /U W o )
N -4
cc: Ms. Diane R Wilson
Director of Admisglons and Financial Aid
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IMPACT OF PRESIDENT REAGAN'S PRQPOSED FURTHER RECISIONS I THE FY 82 :
FEDERAL BUDGET (EFFECTIVE APRIL 1, 1982) AND PROPOSED CUTS IN THE FY '83 °
FEDERAL BUDGET (EFFECTIVE OCOTBER 1, 1982) /

* In 1982-83 at least 50D Hood studentd will Tose the ability
to borrow needed funds from the Guaranteed Student Loan .
program: This is a loss of $1,250,000 to our students.

* In 1982-83 200 Hood students will lose an average of
$1,000 each in federally funded financial aid in their
aid packages. : N

* In 1983-84 at least 100 Hood students who xurrently have
Pell Grants will become ineligible for further grants.
This is a loss of $120,000 to our students.

% In 1983-84 .at least 130 Hood students who currently have
$100,000 in:SEOG grants will no longer receive these grants
*;ince funding” for this program will be eliminated.

* In 1983-84 at least 100 students who ‘currently borrow

- through the NDSL program will be unable to borrow since
there will be no further federal capital added to this
program.” This is a loss of $100,000 to our students.

* In 1983-84 at least 200 students who currently earn mohey

' through the work-study program will lose these jobs due
to the cut back in federal support for this program. This
is ja loss of $150,000 in earning power for our students.

ERIC ' - .- o -




Report on Guaranteed Student Loan (GSL) Activity

Hood College ’ i
» ‘Prepared by the Office of Admissions and Financial Aid
* #Eebruary 17, 1982 ., " - AR

Y ef oL activity, as of.2/15/82 - g

* There are\626.un‘dergradu;te borrowérs, 40 graduate borrowers,

N

* 55% of our undergraduate student body has -GSLs. o
* $1,700,000 in GSL loan funds has been borrowed for the 1981-82 academic year.

‘=~ $400,000 borrowed as part of ‘aid packages. These loans are- considered
« . financiaTl aid, and Will stf1] be available to students in 1982-83. ’

-- ;1,300,000 bo'rr;cmed to he]h with family contribution toward
These loans are considered "loans of convenience" by the federal government -
and will not be available to students in 1982-83. o y

* GSL Yoan-fufids account for 25% of our student revenue; 18% of the College's’
total revenye comes from GSL loans in 1981-82.

* Over half of the GSL sorrowers have ng fi_nanciaj aid fromythe Collegk;
the GSL loan is their only source of assistance, - 8
o . &

R
Y
S ew M

" Possible implications of proposed changed in'GSL program for 1982-83
; 2T changes In.f i

* Students will not bg able to us‘é GSLs as "loans of convenience” to help. them
obtain the funds they need_'tq cover Hood costs. :

* At least $1,500,000 {n presumably needed GSL,funds would no longer bé available
for our students who feel the need to. borrow toward their contribution.

ra & At least 500 of our students will be lbdking for: alternate funding sourges.

* Many current students may feel they have to transfer to less expepsive
institutions. New students who would have come to Hood may choose less .
castly institutions. A very conservative estimate of the number of s tudents
we may lose is }50.* This would be $1,250,000 in lost révenue,

The number of los€ students could 90 much higher-than this since 55% of '
our undergraduate_ student body currently relies on the GSL program.

¢ ’

Possible strategies -

* Installment payment plan, with a service fee attached. This will help our
bpper income students, who formerly used the GSL program, with cash flow
problems. . :

* Development initiatives. Redirected annual giving and alumnae fund
campaigns focused on supporting the college's finangial aid program
- will help all those students receiving 1nst1tutional assistance.

* Insgitutional loan program or institutionally faciliated loan program.
This will help.our middle ‘income students, wio have been using the GSL
program to borrow the funds needed to pay Hood's fees. These families
have neither the income nor the savings to cover their bills from the
College.

.
.
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COMPTROLLER'S OFFICE
. : ' . . - Magch 22, 1982
A ) T T o e B
;

MEMORANDUM pi

T0:, Martha E. Church

FROM:: willard D. Ruffner, Jr.
Diane Wilson

. - .
. SUBJECT: Monthly Payment Plan and Loan Programs

After reviewing various monthly payment plans we feel that Academic
Management Services (AMS) and Tuition Plan Budget Plan provideg the best pro-
grams for the parents, guardians, students and’the College (see analysis work-
‘sheet of comparisons). We are currently offering Tuition Plan and Insured ’
Puition Plan (Richard Knight)-to parents. Since'we are currently using Tuition
Plan it seems that it would make good sense to continue with them and their
new Budget Plan. We could also inform parents of all Plans as Yale dde¥.
’
B We have received Farmers and Mechanics Bank proposal but it did-not
. ‘turn out to be what we had hoped for.. The major problem with the program
. s ndgwthe.dnterest. ratewrisk to the College. -Hood would, be required to subsi- . <
' dize the interest rate to students based on a 5 1/?& discount ‘of the ‘gquarterly
91 day U.S. Treasury Bill rate.: This would assume-we lend funds to students
at 13% but regardless of the interest rate to students the college would con-
tinue to be required to pay an adjustment but not necessarily as hig}- This
subsidy could create a tremendous financial burden or even destroy the ‘College.
Based on FaM's proposal the student would pay 139% and Hood would pay (assume
current U.S. Treasury rate) 12.5%. less 5 1/2% discount or 7%, As the U.S.
Treasury Bill fluctuates so would Hood's subsidy rate. As you can see if
rates were to go up to 20%, Hood!s share of the plan would be 14.5% and on &
large ,amount of money could be disastrous. We have contacted F&M to see if
a posfsibility exists in obtaining some type of fixed rate.’ ‘Unless some change
is ma\e, our feeling toward this program.is negativg as presented.

. We met with representatives of Maryland National Bank in Baltimore on
Thursddy, March 18th for an interesting meeting. They informed us once again
that tlhere are three major cost factors to be considered: the operational cost
to the' benk (3%), cost to obtain loan funds (currently 15-16%), and the cost’
of establishing a xeserve for defaults (1%). They proposed an interesting
concept which would reguire-Hood to purchase Maryland National Bank CD's or
commercial paper through our endowment in the amount of loan funds needed to’
sestablish program. . We would then déetermine what rate of return we heed and

. that rate would;Become, the cost of funds rate. This would allow us to con-
.. trol the interest rate. For example, if we would require 12% rate of return,
on our investment, the bank in return will charge us 12% as cost ‘of funds,

_plus 4% (3% operating cost, 1% reserve) ‘or 16% for student loans to be

reviewed annually. This approach has two major problems, one being the bank's
proposal at this time is for one ‘'year only with a guarantee that the funds lent-
this yedr will be refinanced. Secondly, the total four-year package could mean

)
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ot
a major part of our endowment would be in the form of MND CD's or commercial ,
paper. We do not -believe the Bdard would approve a multi-million dollar loan
program under this concept; maybe one year .or a scaled down program. ',,-The bank
would als¥flike to see 'some principal being paid back from the time of initial
loan. If we were to take this approach of part principal repayment, we might .
as well use Tuition Plan’s deferred payment plan.

We have discussed borrowing monei to support program or taking funds
out pf FFE but we still feel this allows for only a year's approach to the
problem., . . ’ '

After trying to determine what Hood can do and what the banks can pro-
vide, we came upon a new approach. It is totally a Hood program 2nd would
work something like the following. T )

DR

H\ood Loan Program . )
g i - ? .
@_'g: Liquidate current Endowment investments in the amount necessary to fund
program. The amount reguired will not have to be restricted to funds function-
ing as endowment. This can be accomplished because most all endowment assets
are pooled without regard to source or designated purpose except for ‘Beneficial-
Hodsdn funds. There will be no real change to the portfolio except for loca-
tion and nature of investmermt. The investment listing will show notes receiv-
able instead of stocks, bonds, etc. :
. Income earned from loans (rate car be set by college) would become
part of the toiial endowment income pool.

Pros: .

1. -Interest rates can be set by college and guaranteed for term
of loan. .

2. Only interest need be pdid while student is in school.

3. College has substantial control of program.

4. College not at the mercy of market interest rates.

~ .

1. College and/or Board should set maximum limit for program. If
this is not done, fund could grow to an unacceptable .amount. Our
total portfolio could eventually become notes receivable.

2. Administrative expense of operating program. (Can be recovered

’ by fee and/or increased “interest rate.) .
Default loans. (Can be recovered by fee and/or increased
interest rate.) . - o
Possible loss of some integest income depending on rate of
interest set. i
P/T additional staff necessary. (Can be recovered by fee
and/or increased interest rate}. ¢

i’toposed Guidelines and procedures:

Amount per lIoan (2,000} and amount of total program (500,000).

Interest rate to be charged, taking into consideration interest
rate should cover acceptable return ‘for endowment and expenses

that will be incurred. 12% Endowment and 3% Reserve for total

of 15%. ’

Al K




3. 'Fea to ba charged. for administrative expense (§40).
4. Ppay back period of principal (4-years).
' 5.+ Financial aid td perform all dpplication procedures.

. . A, Consulting and screening simdents. > o I
: ‘ B. Determine eligibility and need. % .
- C.* Appreve loans. ’
X v o D. Have all appropriate documents signed.
Y. i . 'E. Forward loan documents to Comptroller's Office for :
] s processifig. ' R

., ' . /6. Comptroller's Office to issue loan, perform all bookkeep.mg
oL necessary, and to implement all¥%ollection p,z'ocedures required.

After considering all options we feel that the Hood spansored pro-
gram would be best for the students and the College., Major draw back is
amount needed for 4-year program. :

A} \ ’
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, April 8, 1982 : ' ‘

- MEMORANDU M-

To: M’embers of the Board of Trustees. * BN

Fromy  Martha E. Church 7)7@,2/‘4\2.5/{4“0((/
Subject: Implementation of "lending institution” policy voted by the Board
: .r ) 4 -at its February meeting »

. On March 31, the Finance Committee met to examine and discuss the results
of the discussions we have had with various Maryland banks. ‘After a thorough dis-
cussion of the issues involved, members of the Committee agreed that the bank pro- '
posals were frm(ght with serious risks for Hood and could possibly create very
serious financial problems for the Callege. With no other choice, except the wit-
nessing of a possible loss of as many as 100 to 200 students from middle-income

' fi ies, the Committee agreed to establish an institutional (Hood) loan program which
would be offered as the last option among other more favorable (in our view) options.

Lois Harrison then spent hours oM the telephone to poll members of the
Executive Committee. In the meantime, Will Ruffner checked with Lee Miller {Venable,
* Baetjer and Howard), and solicited insurance proposals to protect us-from any losses
related to any defaults on loans. Lee Miller assures us we face no legal problems;
Will reports that our insurance contacts are aware of sources and are tracking these
down _for us. . ;
“' ) ’{:’iw Executive Committeg agreed we had no choice but to establish the i
loan program but nearly all members stated that we should reserve the right to take
another look at the értire issue next fall after we have launched the program. Thus,
I am askirig Diane Wilson to use the’following response when/if she is asked whether i
or not this program is guaranteed for a full four years, i.e., the same amounts and
ground rules for the entire four years for a student who enters as a freshman next
“fall: . C ) -
~ "The Board of Trustees expects to continue the program, but it *
reserves thewright to review the loan program next fall and to
adjust it, if necessary. in light of economic conditions at thal time."

. This will be difficult for Diane to convey in a positive manner while protecting the .
: Board's[¥ghts and fiducidry responsibilities, but I know she will do so.

v We are very much in the.debt of Diane Wilson, Will Ruffner, and Lois
Harrison for the incredible amounts of thought and time they have given to putting
us in ‘a strong position to compete with other colleges \‘u\n‘ch are launching and an-
nouncing similar institutional loan programs. . t.

The attachment is being issued to all undergradualé students today and
_to all‘prospectivg students on April 12, 1982.
MEC /I o _ T
Alttachment .

»

cc: Senior Officers, Diane Wilson, Will Ruffne

RO A .1 7ox Provided by ERIC
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.The Common Fll;ld ‘ . . o

1261 Post Road : '

‘B0, Bax 840 . , oo
Faitfisld, Connecticut 06430 . ‘ ) P e
(203) 254-1211 . . . .

‘ . : C
april 19, 1'982’-’9 » \

. S
The Honorable Paul Simon,’ Chairman o .
Subcommittee on Postsecondary Education ) i .
Congress of the United States J v
' House of Representatives ¢
320 Cannon House Office Building,
Washington, D.C. 20515

" Dear Congressman Simon: R
Thank you for extending the opportunity to testify befdre
your committee on april 22. I have had ;the pleasure and
privilege of working with Dr. .Frederick Patterson on the
development® and implementation of the College Endowment

Funding Plan. This is a ﬂ%ogram through which we "hope to

colleges of the United Negro College Fund.

-

This effort would be considerably enhanced if a portion of
the funds being channeled to these institutions under Title’
11X of the Higher Education Act, as, amended could be

" " earmarked for endowment-building purposes.

GFK:js ’ : .

Enc. : - gl

_*add "$100 million to the gndowment resources of the 41 member

. 1
My purpose  in testifying will be to explain how the College
Endowment Punding Plan works, and how it could help achieve
the purposes of Title III in a long-term fashion not )
previously considered. A brief summary of my testimony is .
enclosed. . ' ‘ C
Sincerely,  * -
George F. Keane \4 o
president . e

[o%2)
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. . The gommon Fund | . . . . i "" e
8 1261 Post Road. K . » T o ;““’U’ o
T ' ' : IR0

> P.O. Box 340 : ' , R
. Fairfisld, Connecticut 06430 ‘ . L ”’

(203)'254-1211 ’ ; ~

4

~
April 19, 1982 L, L ) :
LS ! L N :
t
L]
. . . f—
TO: The House of Repré&sentatives . i
?. ~ Testimony of George F. Keane ) . L
o President, The Common Fund : -
Chairman, Investment ttee for CEFP, ' . _
United' Negro College Fund ’ ] ’ '
. The College Endowment Fynding .Plan (CEFP) was conceived by
' Dr. Frederupk D. Patterson, third President of Tuskeegee
,%g. . Institute, and founder ofxthe Unitéd Negro college Fundv_} . S ¥

The plan has already been put into effect by half of the 4l
member colleges of UNCF, utilizing gifts and grants frqm a
variety of sources, leveraged by funds borrowed on’ favorable

ter®s fraem a group of leading insurance companies."

The sence of the CEFP is to, combine gifts and grants-in a
25. year program of investment which will generate some
income fbr’current operating purposes, while accumulating
andvrelnvesging the remainder of the ingome. During the

final ten years the amount borrowed from the insurance , - -

. companies is repaid. At the "and of the 25 gﬁar life- of the: . N

.'plan, the partxcipating college’ has not only received

sxgnxflcant income foﬁ gﬁrrent operat;ons, but has built a s

permanent endowment fund’ that'wxll-provide an ever-growing k " R f.f'

. ‘ . ] B DI S
{ t ~"% ! . B
' Investment Msnageinent For Edugational Institutions

B

[
-~
¥
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”quelity EOrporate bonds, such as 'eelepltone and utility+¢ -

b . ;-115. f’

streaﬁ“&f lncome in the future. it provideéra base of

a*ﬁ% nal purpiuses of“:t.he‘

college., ; - e

permaneﬁf support for th

X .

The ope:ation of the plan over ‘the past several years has
been built upon jinvestment units of $750, 000 per college,

- é?% .ﬁ;

consisting of: ’ .

" a) »Gifts and grants totaling $350,000
« b) Iloans. frgm 1nsurance companies $400,000
Total 750,000 -

.

To achieve economies of scale in operation and to obtain

adequate diversification of -investments, the units have been
combined for inve;tment purgoses in groups of. 64or more.
Thus, -the total 1nvestment pool is usually at least
$4,500:000, con515t1ng of $2. l mlllion in qlfts and grants

combined with $2.4 million 1n'loan funds.

.

- The investments are selected and snpervised by an Investment

Committee of the UNCF, which serves as poollng agent far the
part1c1pat1ng member colleges. The securltles are held in

L
custody by the Chase Manhattan Bank, which also collects the

investment income and makes di'sbursements and reinvestments

in accordance with the terms of the plan.

N ~

-

The gift and g;ant money is invested in a portﬁolio of high

.

v ¢

' . . o -

N
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5. 1{ i

bonds; The borrowed Funds are invested exclusxvely in long |

iy

i

tetm U.S. Treasury bonds. . The average 1nterest rate dn the

combined corpo:ate and government bond portfolio

the interest rate on the insurance company loans. By

”qreement wath{the parbxcxpatxng insurance companxes, the

1 -
f,rate on the loan is two percentage poxnts below the 'interest
- t

. rate on the total investment portfolio. The last group that

-.. was formed in December of 1981, for example, had an average

\
anestment rate of 13.77% and a loan rate of 11.77%. ‘; -7

-

et

' \ . .
- i

The table on the followxna page illystrates the operatxon of, .

the plan as xt applles to the most recently formed grgu o
[N | PN
It xs assumed that a similar result could be achleved qu r

an endowment-buxldan prograin oelnq considered for

made available. €

(3
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Title -IIY Grant

* Rajsed by College

UNCF Capital Campalgn

SOURCES OF INITIAL FUNDING: [

SO O e
3

155,000
150,000
50,000

Loan !ro- ‘Insurance Caupani-l 400,000

v

Total  Interest On Xnt-ru
Foount  _Investments On Loal
Invosted 13.778 _Qll 17\ - Tax

Ed
750,000 ~ §103,275 . $47,000 sl,:so

$1s05 uou"

'

47,000 1,360
42,372 1,244

37,664 1,000
32,956 ‘952
20,208 . BI6
23,540 60
10,932 SM4
14,124 [L]]
9,416 272
4,700 136

Total current expenditures

over 25 years, with 4%

escalation beginning lith

£~ $924,731
A

* rm:u custody
Yeu

SA!?

‘NOTEE

Curpent

Xntezel: on investments,of 13.77% ia the

h the most recent CE@P investment po
ansuuntl»purchaud in Decenbexr 1981, ..
on loan is’2% below that rate'by
cipating insurance cmnpan}u
on reinvestment ot ex
_lowur -than ra

Totak

'

Loan

Expenditures Expenses Nalance
$79,057 $400,000

830,000

31,200
K32,448
33,748
35,096
36,500
37,960°
39,470
41,057
42,699

L 44,407
i’ 46,10

48,030
49,951
51,949

54,027
s924, 131

"N

¥0,057
01,308
92,603
03,953
05,357
%,017
93,511
00,226
J17,024
73,008
10,020
- 67,023
64,900
62,054
ss,znu

Exce!

s
Ingoie for
llemv“tn\ent J'I! mefity

$24
“

PEAE

21,970

20,672

' 19,322

: 17,918

400,000 16,459

360,000 19,764

320,000 . 23,049

290,000 ¢ 26,251

200,000 - 29,307

200,000 32,455
160,000 35,452

120,000 33,375

e0,000 »221

40,000 43,987

Rexnv.sted runds - §2,323,018

Original Investment _

750,000

TOTAL ENDOWMENT 33 073,"'

ss funds 1
- tly svailable.
will.be Wreater’ or Ien. dep-nding on hctual rate

{

) toap

reemunt ui

dctual rate
X r

« Reipveste

rundt 11\

164,721
209,944
260,142
315,063 .
377,71
466,363
5215235
402,952
692,229
799,922
996,591,
“969,00¢"
1,083,221
+1,150,260
1,261,527
1,300,515
1,532,087
1,696,145
1,001,250
2,009,543
2,323,010




WOFFORD COLLEGE .
: sruuu::::oﬁ‘:ul::::Aam.mA APR 1 9 1982 ) ’
29304 - o .
- . APR 1 9 1982 .
. = £
April 15, 1982 _ .ial
s 4 .
. a
Congressman Paul Simon ’
Choirmon s
. Committes on Educotion & Leber , . . - R
Sub=committes on Post Secondary . o .
Educotion ‘
320 Connor House Building - :
Washingtdn,?.c. 20515 R L

<

/Decr Congressman Simon: s ! i . .
e . ,

This is in response to your request for information Shout our andowments ond: how they are used.
Wofford College has approximately $6 million of permanent endowment, ‘which is relatively smoll
sndowment for a collage with 1,000 studet. Only the income can be used, About $3 million Is -
for endawed scholarships, while the remoindar is either unrestricted or is it support of faculty solories. * :
The income from thé endowed scholarship portion must be used for.scholarships. The i from the
remoindat is used in support of the annual operating budget. . -

N Until vary recently, our andowmant was invested 65% in common stocks, 25% in bdnds, and 10%
in short=term investments. At the present time, 50% is in short=term;investments, 25%is in bonds, s ; A
and 25% is in common stocks. This change: was mode in an effort to improve investment income. o :

. In the newslatter request, It Is suggested that endowment funds moy be a resource thét we can fall
bock on during this period of reduced faderal ajd.” This is not the case, since the income from-endow= ' .
ment funds is being completely utilizéd ot the presant time. The carpus.of the funds is restricted and ’ -
cannatbe'méd. y [ . - . :

1 hope this information will be helpful. It there a!'.u questions, do not hesitate to contact us.

5
Sincerely yours,.

. B

o "
M. Lesesney Jr. - . '
esident - :

_JMLzssm . . - W

o
Qo

ERIC S
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s y April 13, 1982

« The Honorable P:aul S:unbn | 4 APR 19 ]982

Chairman Committee on,Postsecondary aducation f_- seme

‘House of Representatiges E he

Congress of the Unitgd States a mz

320 Cafinon House Offike Building . e KRG

Washington, D. C.. 20535 - . M . k
: 2 . ,

Dear C@ngressman. Simon: X ‘ -t
° !

I am pleased that you are-issuing a ngher Educatlon News

Let‘ier, and I am res?ondlng to your request’ in ‘the issue offMarch 15,
982~ .

K1

.. .Stetson Uni*versity is a private University with a small
endowment, approximately $7,000,000. The income on this endowment

< is used for operatlng expeng/s of the University, though some parts
of the 'endowment can°be used only for certain adpects ‘of our opera-
tions. For example, we have several endowed academic chairs. 1In -
these cases the income goes to support the salaries of professors.

The donors of some portion of the endowment have asked that the income® -

be- used for scholarshlps or loans. This r presents only a small
portion of our en®owment,. byt, of course, the donors' wishes are’
adhered to. None of our endowment is used for capital expenses, if
by that temm, one is speaking of buildings or permanent or physical
items. The endowment. has professional management and holds stocks,
bonds, and short-tetm paper. We do own some property off of which
_some small income:is generated, but this property, for the most part,
is either contiguoﬁs to our campus and will be used for expansion or
is prOperty which we are in the process of seeking to sell..,

We are -in the midst of a major campaign to increase our
endowment, but this is a long-term process and, even in the best of
cn‘cumstances‘ we could not replace the funds which are proposed by .
the President's recommended. budget to be taken from student aid. '

1f I can sdpply you additional information, I shall be happ‘y
to do -so.

bop A. Duncan
. . President

DaLAnD, Fromna agrso ! .
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April ‘15, 1982

N ” .,

. Mr. Paul Slmon, Member . * : T

- . House of Répre;enlnlves . .PR

» » 320 Cannon House Dfflce Bullding
Washingtén, D.C. 20515

£r iogs -

4 " . . Dear Mr. Simon: -

.Thank. you for your very thorough news letter of March 15, i982. | deeply

. lappreciate your many activitles on Wf highgr educatlon. It Is
difficult for those of us who have “nves our dfofcsslonal 1lves to the . -,

" ‘post secondary education of people to suddenly realize that siich Is no longer .
‘Ta nallwel priority. ‘e welcome any and alg leadership suoh as Is provided ¢
% by suchbds yours. : . . 1.,

/

* You dsked for Informatlon on matters pertalning to endowments. As with many,
2 .many colleges, Kansas Wesleyan has a small endowment of about one and three- .
. quarterg militon. All of these ménies have been glven to, the co}lege over: 3 i N
" “its lifetime to serve as Its endowment. Apptroximately half of It is used as A Lo .
,} suppart for the academic programs of this college. The other haif 1s en- A .
“ dowment for scholarships. Increasing thls latter category fs our primary

! gaal at the present. The endowment 1s managed by two banks here in Sallna )
iwith the funds primarily In high yleld investments. : s

fease continue to keep us Informed as you have in the past.

ely yours,

.
sr (g
Daniel L. Bratton
President . .

/. 100 Eost Claflin, Salina, Kansas 67401 ' )

R

»\\
.
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virginia Western Commuynity Coitege Is en Equal Opport

v . .
VIRGINIA WESTERN COMMUNITY COELEGE R

rO. l-xi1lﬁ. 3085 Calunial Averiue, S.W,, Reanske, Vlmlnl'l 24016, Pheng; 703/002:7200

A;;:il 13, 1982 ”Rlﬁ 198'2 Lo

' | o AR 1R
-~ - o

' The Honorable Paul Simon
Chairnan, Subcommittee on

Post Secondary Education

320 Cannon House Office Buil\!tng
Washington,”D. C. 20515

L

Dear Mr. Simon:
N . P . .

We appreciate the recent informationyou forwarded to us
with reference to the budgetary outlook regarding ‘our Educational

Yinancial Assistance Program. .

In your letter you indicated a desirg to have infoérmation
pertaining to endowments as a source of private income for higher
education. Virginia Western Community College established an
Educational Foundation in November of 1980. To date, our .
£ducational Foundation has endowments total¢ng’ less than $25,000.
The interest’ income from the principal is available' for distri-
bution to our students. About 14 percent or approximgtely $3,500
per year is the maximum that is available for distribution in the

form of scholarships or loans.

Thank you for your interest in higher education, As a
wmember of the higher education community, we would appreciate
ed support for peed-based financial aid systems.

your
cont inu

Very :ruly youré.

T . VIRGINIA WESTERN COMMUNITY COLLEGE

_ﬁ/’@gﬂ&/&—w\
Dwight E. Blalock, Dean

¥inancial and Administrative
Services

DEB/3s

B
*

unity /At irmative Action Institutjon. *s Virginia Community Colisge System




BT . e
. .

A WP P s

.o April 14, 1982

%

The Honorable Paul Simon ) . K
Chairman . ) ) ’ -
Committee on Education and Labor
Subcomgittee on Postsecondu‘y Education
320 Cannon House Office Building : o : }

' Washington, D. C. 20515 : . ‘.
) e 3 b
(2 Dear Congressmn.n Simon: ' ’
.Thank you for y,pur very interesting and informative "H:lgher -Sducntion &
Newsletter” of March 15, 1982 which I am sharing with btaff and e
. Trustees. In the. final paragraph you asked to be informed about our ’
Lt endowment, how it 1is used and the clu.rl.cter of the endowment.
-
Currently our only endowment is our Land Grant Endowment of $3,000, 000.
Endowment earnings ate used principally as operating reserves to help
offset declines in revenues. At the moment a1l of our current endow-
B ment earnings sre already being applied to help support on-going %
. ¥ programs which .are suffering - from inndequnte funding. &}
Although we are nttempting fund-—rnising, our success has been limited ¢
and .geveral dotiors would prefer“to give for- purposes other than endow-‘
ment. In a=ny case, we believe that as, ,an effective lnnd ‘grant institu~
tion which is sérving the Virgin Isltnds as well as many areas 6f the
‘Caribbean, our $3,000,000 endowment is too low especially when other
M institutions aré considered. Accordingly we have been in contact with . B
- our:Congressman Ron deLugo with the hope and.expectation that with the . - R
assistance of yourself, Congressman Tom Foley 'and others, our land : : Cs
grant endowment would be increlsed when conditions are fn.vorn.ble.

w o Meanwhile I am encournged by. your planned hearings on private resource‘
I attended a meeting in Washington in which many private sources en- -
visioned their aid as the employment of graduates;.but how could they - -
employ graduaktes Aif they do not help to supply the funding to keep the
colleges from bl.nkruptcy? I will follow the hearings with keen interestv,

Sincerely, b . . N
v

Arthur A. Richards ‘h

President . . : L
.ec: Cone}ess[nn.n Ron delLugo - . ] m
’ Director of Developmént. - . . -

OFFICE of the PEESIDESNT o COLLEGE ul e Wi v
CHARLOTTE AMALIE » ST THO'ISS o« U5 WIEAL 5 .
/ TEL. (805 7749200 e

Plesse Rep 108

. ‘ ) e ‘
Q ) ‘ ; ; ‘ )
ERIC | . . o

: .
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| Woodbury University

1027 WILSHIRE BOULEVARO, LOS ANGELES. CALIFORNIA 50017 @ -TELEPHONE 213/482-8491

APR 1 g 1g82°

April 15,.1982
Qur\98th .Year -
. . . o ,
.+” “The Honorable Paul Simon , _ AFR 2 1882 -
: Chairman ) . o
X - Subcommittee on Postsecond@ﬁg Education . Y
= . House of Representatives - ° E JR

320 Cannon touse Office Building -
Washington, D.C. 20515

Dear Congressman Simon: , :

I am writiné‘tq thank you,fof your March 15th newsletter which explains
more ¢learly than anything .else I have read on the current situation

" in higher education legislation. I am also writing to respond to your

RN

" ERIC,

Aruitoxt provided by Eic:

request for information about endowments. That response is a simple
matter for me since Woodbury has no endowments. We currently have about
$1.5 million ip current and plant funds invested, but which are not set
aside for purposes of endowment only. These funds are insufficient to
support the institution in a financial climate where the student body is
continuing to reduce in size. The lack of-financial aid funds to maintain
a continuing sizeable American student body is therefore critical for the
future of Woodbury University. .

I appreciate‘the work that you are doing in the Congress in support of
postsecondary education. . T, ,

Sincerely yours,

A 5 e
14 ,

: Wayhe L. Miller
President

NLM nip . ) . . N .

-

3 3




Findléy
College

FINDLAY. OHIO 45840 . . D
41942289198 ' ) -
. ¢ . . ‘ .

OFFICE OF THE PRESOENT y : . s

.- APR 4 ¢ 1362 -
April 15, 1982 . :

. o - APR20 1962

"#r. Paul Simon, Chairman

Congress of the United States 5 . :
. Cgmmittee on Education and Labor 2 SRV T g
- % 320 Cannon House Office Bldg. . : v . ; ¢

Washington, D.C. 20515 A ‘.
Dear Mr. Simon: '

The total budget at Findlay College for 1981-82 is $7,000,000. Our

endowrent is $2,380,000. Some of the endowment consists of property which v
N produces little income. Our tota] éndowment income will be approximately £
$160,000. Our budget includes $619%000 of Findlay College‘monies for ¥
: student financial aid. - - . .
~ It is evident from the above figures that. We'are very nependeni oh e
federal financial.aid for our 1,000 Students. ]
’ ' . Sincerely, -
’ ﬂ — )
%\.’L ')i‘- SC}AZ/H::;{.L\;_{K )
, ~ Glen R. Rasmussen )
- President
/3ap ' , A :
' r |
fo
-
1
v
& : ‘
¥
”
< Jd : .
g o ]
.
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(Rockhust CollevJ

T
3
‘

' Kansas City's Jesuit College . : Office of the President

April-15, 1982-

The Hongorable Paul Simon

Chairman ! :

Subcommittee on Posr.secondary Education , API?
Committee on Education and Labor . 1 &82
Congress of the United States : b
House of Representatives ;‘

320 Cannon House Office Building : . .
Washington, D.C. 20515 APR co

Dear Mr. Simon:

In response to your request in your "Higher Education Newsletter" of

March 15, 1982, I am happy ‘ta supply the following inforxmation about our
endowment. The two attachgd pages give a brief summary 6f the amount

of our endowment (market value on December 31, 1981, was $6,269,879.40), -
how it is invested and how it is used. I hope that these summary pages
are sufficient for your purposes. I would be happy to furnish any ad—
ditional information that migit be helpful.

Rockhurst College is an independent institution under the sponsorshié
of the Jesuits and with Roman Catholic affiliation. ~

In these times of uncertainty with regard to future higher education
funding, it is especially helpful to receive this kind of information
directly from the committee which is so closely involved.

It was a pleasure for me to testify before the committee on National
Direct Student Loans several months ago and I have the highest regard
for your work and gratitude for your efforts to support this important
national resource.

All best wishes,
! . oo Sincerely,
‘ /7 ;L Van (L«Lbd/ )/

Robert F. Weiss, S.J.
President

5225 Troost, Kansas City, Missouri 64110 ) 816 9264250

R

Aruitoxt provided by Eic:




26 ,
- S " ROCKHURST COLLEGE . v
) v . ) ENDOWMENT FUND T -
* A . n _ ESTIMATED 12-31-81 -
. . - YIELD - ANNUAL INCOME - .MARKET VALUE
SUMMARY -t | - o ’
Cash & Equivalent . (11.8) § 35,166.00 $ 298,687.12
Bures & Surtgages (9.7 ’ 83,368.€0 863,200. 54 ,
Government Bonds & Agencies (11.9) 218,325.00 1,821,781.11 "
Corporate Bonds (10.9) 3,937.50 36,250.00
Real Estate . ( 1.7) 4,300.00 247,600.00
Common Stocks _ ( 5.5) 44,781.90 ) 821,493.13
Preferred Stocks (12.1) 3,981.00 ©32,775.00 i
Woodrock Foul.ldation (1}.2) 213,600.00 + _1,900,000.00 A
SUB-TOTAL, ’ _ - (10.1)  $607,460.00 $6,021,786.90
Segregdted Investments € 0.4) 1,000.00. . 248,092.50
47 . TOTAL ENDOWMENT AT MARKET -4 ( 9.7) = $608,460.00 . §6,269,879.40 .
i ——
TOTAL ENDO!;YMENT AT COST (10.5) -~ $608,460.00 35,810‘,695.7’7 ~
, TOTAL ENDOWMENT AT BOOK VALUE (11.7) $608,460.00  ©  $5.181,238.99
ADDITIONS TO ENDOWMENT FURD o
To 6-30-81:’ : . $4,743,343.21 .
*Transfer of income to Quasi Endowment - 75,000.00 } -
' Addicions’ 7/1/81 to 12/31/81 362,925.78 h
TOTAL ADDITIONS AND TRANSFERS §5,181,238.99_
»\
' v
»
|
»
>

3y .

ERIC = .
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ERIC -
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VISITING SCHOLAR

Rob Roberts

H. Bundschu, |

K. C. Trusts & Fod.
Chu“uwillcr)
Wm. Rossner

Quasi

4

L TOTAL
FACULTY/STUDENT ADVANCEMENT
Van Ackeven: Apprec..Fund
Van Ackeren App. Fnd.-Quasi
Faculty Development-Quasi
Roskina Mcmorial
Hoskins Memorial-Quasi
Huger Memorial-Quasi
Huger Meworial
. « TOTAL
COOPERATIVE EDUCATION
CGoppert Fund . - B
LLBRARY f
Greenlease l;iﬁfnry‘
Greenlease Library-Quasi
Library ,Guild Perp.

i TOTAL
FACULTY CHAIRS
Executive Fellows
FPHILOSOPUY  FUND."
Pat Morgan Fund,
J. Freeman Yund .
. Philosophy Fund-Quasi
. TOTAL
ARTS FUND .
Lakas Memorial
Bonfils *
Arts Fund-Quasi
X TOTAL
JRSUIT DEVELOPMENT
Rossner Memorial
AWARDS
Luby Medal -
Rossner Medal
Calfas Memorial *

TOTAL

PROGRAMS

Valenta Fund-Quasi
Adoin, of Justice-Quasi
Humanitices Fund
Humanities Fund-Quasi
Rossner Fund Dev. Rel. ®

TOTAL
UNRESTRICTED
College . '
Permanent Memorial .
TOTAL

TOTAL OTHER FUNDS
TOTAL SCHOLARSHIPS .
TOTAL ENDOWMENT PRINCIPAL -

-

Sy -,

7
" PRINGTPAL, 7-1-81 to PRINGIPAL
" §-30-81 12-31-81 12-31-81
$  50,000.00 $ 50,000.00
25,000.00 - ., 25,000.00
15,000.00 +¥ 15,000.00
© 16,710.75 - 16,710.75
28,025.00 - 28,025.00
20,000.00 10,000.00 30,000, 00
.
3 154.735.gs $10,000.00 3§ _164,735.75
$ 283,607:36 2,000.00 § 285,607.36
55,000,00 - 55,000.00
183,200.00 10,000. 00 193,200.00
100.00 R, 200.00
25,000.00 -~ 25,000.00
11,800.00 - 11,800.00
200.00 - 200,00
§_558,907.36 $ 12,000,00 -3, 570,907.36
§ 243,238.95 $262,937.93  § © 506,176.88
$» ~54,786.60. - § | - $  H786.60
20,000.00 .. - * 20,000.00
___16,700,00 2,050, 00 18,750.00
$91,486.60 5 2,050.00 3 _93,536.60
e — ¥
s - .§10,949.60 $ _-10,949.60
$  18,285.00 - $  14,285.00
. 58,178.00 7,050.00 £5,228.00
- 15,000.00 5,000, 00 $20,000.00
3 91,463.00 $12,050.00 § 103,513.00
s 798824 ., § — $  79,857.2
.~ 200,000.00 - 200,000.00
.~ 20,000.00 30,000.00 ° 50,000.00
§ 299,857.24 _§30,000.00 § 329,857.24
$ 12,000,00 $ - $  12,000.00
$  500.00 5 - $ 500,00
‘ 525.00 - 525.00
1,903.00 - 1,903.00
$ . 2,900 . 3 — T 2,928.00
¥ -
§  25,926.46 $ 6,000.00 § 31,926.44
S - 5,000¢00 - 5,000.00
636,887.40 - " 636,887.40
= 20,000. 00 20,000. 09
193,321.53 - 193,321.53
§ 861,135.97° $ 26,000.00 § 887,135.37
$ 365,240.13 — § 365,240.13
19,038.08 1,570.50 20,608.58
§ 384,278.21 °$1,570.50 § 385,848.71
" $2,700,030. 48 $367,558.03  $3,067,588.51
2,043,401.73 70,248.75  _2,113,650.48
$4,743,432.91 §437,806.78  §5,131,238.99

%
o d
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apR16m82  ASHLAND C LI.EGE
OFFICE OF THE PRESIDENT o ' ASHLAND, OHIO 44305 8

April’13, 1982

Honorabla Paul Simon
‘Congress of the United States
House ‘of Representatlves

Commlttee on Educatlon and Labor o - APR I,B- w

Subcommlttee on Postsacondary Educatlon .

. 320 Cannon House Offlce Butldln “ U
Washington, D. C. 20515 . : :
Re: ngher Educatlon ajd Student Ald “

Dear Mr. Simon:

I am pleased to raspond to your Newslettdr of March 15, 1982. Ashlar\d
Collaga Is a llberal arts Lnstltutlon 104 years old; presant total enrollx
ment Is 2,700, Total evaluatlon of the collaga Ls $§0 mllllon with an

annual budgat of approximataly $15 milion. '

. \Slxty-ilve percant of t}ie Ashland students recelve scholarshlp ald
£ wikh the average belng $2,600. Ashland speclalizes Ln flrst ganeratlon
students; these are students from famllles who have not necessarlly
- had the privilage of highar educatlon. Our total andowmant s only
$2.8 mllllon, with approxlmatsely 50% of thils deslgnatad for student
. ald. In'addltlon, Ashland approprlates $1.4 mllllon from Lts operatlng
budget for scholarshlps, approximately 10%. This has increased
conslderdbly over the past number of years and ls equal to all other
student ald anludlng that of ths I-‘ederal governmerit.

Ashland Collaga bsllavas Ln fiscal responslblllty. However, we

aqually balleva that cuttlng out a program Ln a ysar or two which was /
developed over a 25-year perlod would bring chaos to higher educatlon.

It ‘costs the taxpayer only $1 at Ashland College for the same job that™

would take $8 of the tax money at a public Instltutlon. ‘We belleve

that democracy s enrlchad and insured by tha dual system of private

and public higher educatlon rather than just public governmant sponsoring
aducatlon which laed to such phenomenon as the Third Relcht ln Germany .

‘We support the NDSL and college work—study programs rather than the -
allmlnatlon of them. .

/ . . ‘ v@

ERIC B

Aruitoxt provided by Eic:




Wa feel that educatlon ts as much of a natlonal defensa as the mllltary

personnal:and hardwara. ]
. - g . S )

Private educatlon has worked hard In, dolng its job and neads time to
make adjustmants.

. 2

Tharik youfor your supbort.

i

Sinceraly yours',
; 5

% &
/ Joseph R. "Sh/ltz
Praslidant

)

Aruitoxt provided by Eic:
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Swith Coflege
orthampton, Massachusetts 01063 -
qﬁ“gﬂ Eﬁ- R El. / - .

TV o ‘ May 10, 1982

The Honorable Paul Simon

Chairman .

House of Representatives - : o

Committee on Education and Labor '
" - Subgéommittee on Postsecondary Education o

320 Cannon House Office Building ‘

Washington, D. C. 20515

- Dear Rep;eéedtgiive»%imoné-:Wf. e

: I write in response to your March newsletter in which
you mention hearings your subcommittee is scheduling on the
private reséurces colleges and universities may have "to fall
back on during this périod of reduced federal aid. I enclose ) e
some information about Smith College, the largest privately .
endowed liberal arts college for women in the country. ) : o

.
(S

» I hope tﬁis information will be useful to you as you
plan your hedrings.

Sincerely, i

o ' Ann E. Shanahan , , ¥

Director of Public Relations ' i

AES/cmk o .

Enclosure

ERIC - .

s Qs
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Pu‘r_:gose :
_Profeqaérshipw
Scholaiships )
Oﬁhef Student Aid
Other Restricted

Unrestricted

ws/5/5/82

SMITH COLLEGE

‘Endowed Funds

, June 30, 1981

Income Allowed

Market Value
$ 7,913,613
bi: ] . .

.

. 35,281,522
2,342,928
© 52,203,17

33,178,653

$130,909,890~

for Use 1980-81
$ 396,778
1,596,197
107,082
2,226.598.

1,991,396

$6,318,051




\

suggestions. I believe the greatest need we have in private

professional students.

to thg AICPA Audit Guide as follows:

Aruitoxt provided by Eic:

MERCE‘R UNIVERSITY
MACON, GEORGIA '

May. 12, 1982

- o~ -

Office of the President

i

\ .
The Honorable Paul Simon, Chairman
Subcommittee on Postsecormdary Education
House- of Representatives
Congress of the United States ' . )
320 Cannon House Office.Building i ‘ )
Washington, D. C. 20515 ; ’

Dear ‘Chairman Simon:v .

. I wish to express my appreciation for the Higher Education
Newsletter you shared with me and the invitation to respond with
higher education is the continuation of graduate and professional™
student eligibifity for Guaranteed Student Loans. Although '
everyone recognizes there has been some abuse in this:program,
the majority of. graduate and prgfessional students have a justifiable N
financial need for this loan. The elimination or placing excessively "
restrictive measure on the GSL Program as it pertain$ to these
students will adversely affect their enrollment in.private

universities, will overburden the public institutions with enroll-
ment*beyond their capacity, and will result in less graduate.and

- As you requested, I am forwarding information regarding our
endowment. Mercer's endowment funds as of June 30, 1981, amounted
to $23,135,881.41 book value;, with a comparative market value of
$23,773,159.62. ) ’ o )

The book value of the endowment funds are classified according

TYPE . BOOK VALUE
\g Permanent ) $10,640,944.17 -
Ternm - 248,950.86 B
Quasi - : 5,312,377.14 '
Remainder Interest Trusts 334,687.45
Funds Held in Trust by Others 6,598,921.79 : -
“TOTAL $23,135,881.41

-




- A further ﬂTﬁakhqwn of ondowment funds as to the designation of
the endowment income is as. follows: :

y

DESIGNATION OF ENDOWMENT'
. IN

COME . BOOK BALANCE’ '
Current Operations $18,414,861.56
Scholarships 3,122,742.40~
Professional Chairs and . . 1,080,762.32 -
Lkectures y .
. : Loan Funds : __ 517,515.13
o . B ~ TOTAL _ $23,135,881.41
The ‘average yield (income) of the endowment.fund hottfolio
for fiscal year 4980-81 was 8.7%, whi the 'total return (income
+ appreciation) Yor the same period wad 16.2%. = . ‘ .
! p ) i . ‘ )
. The percentdge of book value of the various types of 'endowment
fund investments held by Mercer on June 30, 1981, was as follows:
L . ) 3
, Cash, Notes Receivable, Student - T20
! Loans, Short-term Investments
Marketable. Securities : 44 .o 9,
Real Egtate (including Loans) , ) 36
‘\f : * 100%
“.:f [
E i X w . . °
. In closing,gour nation hds become among the greatest on
_ Earth because it‘has a well-educated, litérate populace. We, the
T Peoplke, call on our Congressmen to continue in the same posture
of their forebears in legislating what-is best for our nation.
' Sincerely, yours, '
-
. sey
‘ . Pres
RKG:bp
¥
. -
«

ERIC - I
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Ottice of the Pr . . : P '§
ompm_—_ Nprth Central College A
A . . . ? K Naoamuo.lumolsooéiaa, ) 3’
-, ) T 3 - o -+ 312420-3400 ?,
D ‘ » ¢
: » I BN April 20, 1982 IS
The. Honorable Paul.Simon . i
House of Representatxv ) ~ 3 !
320 Cannon House Offtce Bu11d1ng , . K
wash1ngton, D.C. 20835 . . : c, 1.
Dear Representat1ve S%mon ‘ - J:ﬂ
& 1
1 write to respond to{your H1gher Educat1on Newsletter dated

- ot

March 15, 1982, and provide the information you requested g
relative to'North Central College's endowment. It is my under- ‘!
standing thdt the Subcpmmittee on Postsecondary Educatign plans
to use the results of this informal survey ih planning hearings
on the private resources of colleges and universities they may
have ava11ab1e dur1ng th1s period of reduced federal aid.

ot

As of June 30, 1981 the North Central Co11ege endowment ./
amounted to $3 395,003, . . oo

- "A_'
The fo11ow1ng quote from a publication prepared by the Amer1can
Institute of Certified Pub11c Accountants def1nes the function
of endowment funds

'

g S ol My,

"The endowment and s1m11ar funds group generally includes
endowment fundy, sterm endowment funds, and quas1 endowment funds

Endowment funds are funds with respect to which donors or other x
outside agencies have stipulated, as a condition of the gift i
instrument, that the principal is to be maintained inviolate and:
in perpetu1ty and Tnvested .for the purpose of producing present

and future income which may either be expended or added to
principal. .

.

Term endowment funds‘are sdm1]ar to endowment funds except that,
upon the passage of a stated period of time or the happening: of

a particular event, a11 or a part of the principal may be ex-
pended. R ‘ .

Quasi-endowment funds (funds funct1on1ng as endowment) are funds
which the governing board of an institution, rather than a donor
or other-outside agency, has determined are to be retained and
invested. Since these:funds are internally designated rather 4
than externally restricted, the governing board has the r1ght to r'
dec1de at any time to expend the pr1nc1pa1




35 ) e
5 ‘
' Quasi-endowmént funds are usually set aside to fulfill the same
) purpose as endowment funds and, therefore, should be accounted
for in the same manner as endowment and term endowment funds.
M The only significant difference between endowment and:.-quasi-
endowment funds is that endowment fund principal is required by .
the donors or other outside dgencies to be retained for the .
production of income to help meet present and future costs where- -
) . as the principal of quasi-endowment funds-is retained and invested
P voluntarily, for the same or similar purposes. In the case of
) endowment funds, the need to maintain th'e principal or corpus
intact is mandatory." .

R When you consider the college has a total operating budget in
- excess of $6,000,000, it is obyvious that income for operating
purposes from this, although helpfuly, is of minimal assistance
in meeting total needs. This college is in fact a tuition driven
institution with approximately seventy pgrcent'(70%) of its income
from that source. . . — ) i o o
k . N -
L The high cost of private college tuition in comparison with
' publicly funded institutions is whit makes“federal student aid
programs so.vitally important in carrying out their mission to

society. .
You are to be commended for 1n1tfating this study sonthat the
s Sybcommittee members have an in-depth understanding of the plight:
o of private higher education. . R
;i Your support is urged to help maintain program$ at no less than .
3 the levels in the F482 Continuing Resolution. . (.
* ~ Sincerely,
: ég;;]ﬁﬁ Swing“ '
F President
oo bes .
r’ . \ 1
, .
e
v
’ N
-
W
PR |
o
. b - .
O ) -
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to make higher education posgible for them.

Chairman, Committee ‘on

Education and Labor
320 Cannon House Office Building
Washington, D.C., 20515 ~

Dear Congressman Siﬁbn: _ .
In response to your "Higher Education Newsletter"

of March 15, 1982, I am writing to inform you of the

endowment of our College. .

Anderson College #s a private,. two\xear junior
college with approximately 900 students. Our endow-
ment is $1,200,000 which 18, used for scholarships. The
funds are invested in Certikicates*of Deposits at local
financial institutions. Sifice the College has such a
limited endowment, our students depend heavily on federal
financial aid. The work of your Committee to help pre-
serve higher education funds will.benefit students all
over our nation. . .

Thank you for. the help that you give to students

Sincerely,

il |
B.J. Taylor
Vice President for Business Affairs ‘
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OrncE 87 DAVELSPMENT

BAPTIST COLLEGE AT CHARLESTON
oo P. 0. BOX 10087 ¢
CHARLESTON, SOUTH CAROLINA 29411

April 16, 1982

Honorable Padl Simon

Chairman - .
Congress of the United States
House of. Representatives

, Committee on Education and Labor

Subcommittee on:Postsecondary Education
320 Cannon House Office Building
Washington, D. C. 20515

Dear Mg. Chairman:
. " 1

1 deeply appreciate your communication of March 15th, it has just come

" to my desk. We deeply appreciate your concern for higher education.and

i ortance to the future of our country.

. Baptist College at Charlestdn is sponsored. by the South Carolina Baptist
Convention, and is therefore a church related school of "1iberal arts and
sciences offering 32 majors. The Baptist College opened to students in
1965 to meet a very critical need in higher -education. In 1970, 32.2
per cent of the high school graduates from this" tri-county area were en-
tering college while the national average was.60.6 per cent.. The college
.is now the second largest independent college in the State with regional
accreditation. In 1980; the number of high school graduates in the tri-
county area entering college was 40 per cent while the national average
was 624 per cent. Whilé we have made a great deal of progress, we have
a long way ‘to go.

In 1970, minority students comprised 11.7 per cent of the enrollment of
Baptist College. In 1980, it was 23 per cent minority students. These
students are heavily dependent upon financial aid. In 1981, in addition
to all of the government programs, it was necessary for the college to
provide over $800,000.00 in institutional aid to students. This is the
very limit of institutional aid that we are able to provide. Our endow-
ment is very modest. The income from endowment of student aid amounts,

. to only $15,000.00 per year. 1f financial aid is cut as proposed by the
Administration, many of these students will have to drop out of college;
other qualified’ students will not be able to enter college for finamcial

reasons,

The director of financial aid informs me thatsif the financidl aid is cut
. according to the proposals of the Administration, the students attending
Baptist College will lose over a million dollars. Neither the institution
nor the parents can absorb this loss.

1f we can provide you with further informationm, please let me know,

Sincefely,
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April 19, 1982 . . .

. Mr. Paul Simon, Chairman ;
Committee on Education and Labor ) : 4
Subcommittee on Postsecondary Education !
320 Cannon House Office Building
Washington, BC 20515

Dear Mr. Simon: ) .
. ’ ‘ /

A portion of your March 15 Higher Education Newsletter requests ‘information

on the private resources colleges and universities may have to fall back on

during & period of reduced federal aid,

Historically, Spring Arbor College in Spring Arbor, Michigan, has had
little or no endowment which could assist. In fact, until approximately
15 months -ago, our total endowment. for student scholarships was about
$.50,000. .

Realizing the need for additional money, we are taking specific action
which will remedy this problem to a greater extent. In our next Board of
Trustees meeting we have ready for approval two declarations which will
create endowments for two specific areas; namely, student scholarships and
operations. Furthermore, we are glad that our present endowment monies
are approximately $1,5 million as opposed to the $250,000 of just a few

months agg

When compared td the $1,700,000,000 endowment which a school such as Harvard
‘may manage, our $1.5 million seems extremely small. In no case would we be
able to ride out a 'severe economic storm with that amount only, but we are
anticipating that the sudden recent increase of ‘our endowment position will
continue sq-that we may look- to the future with considerable more easiness.

Our endowment funds will be managed by the Investment Committee of our Board
of Trustees. One of the powers of the trustees is to make a variety of types
of investments at their discretion. Our funds, at the present time, are
quite diversified. : ’

Sincerely,

Stanley B. Tthpson Z! .

Vice President for Institutional Advancement

SBT:sp
ce: Dr. Kenneth H. Coffman, President
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1 appreciate recelving the March .15 issue of the Higher Education
Newsletter. It is an excellent resume of how things are going.

There is, as you tan imagine, substantial student cencern on our
campus about possible reduction in student financial aid. Last week,
I spoke to a student rally, and urged those in attendance to write

[

You asked about what we have in the way of private resources which
wa could fall back orr to assist in financial aid or other materials. 'As
a state university, the vast bulk of our private monies are used for

In other words, the chances that we would be able

to increase the amounts we. give for scholarship assistance are remote.
By carbon copy of this letter, 1 am asking Mr. John Sayre, our Alumni
and Development Diractor, to correspond directly with you about these

Thanks again, Paul, for your help in trying to minimiZe the damage

. President -
April 19, 1982
k4
) The Honorable Paul Simon, Chairman
Subcommittee on Pogt Secondary Education
House of Representatives
320 Cannon House Office Building
Washington, D. C. 20515
Dear Representative Simon:
their concerns to their elected representatives.
scholarships now.
private resources.
which may be done to higher education.
Stncerely, '
v 1. Watkins
President
LIW/ges
< cc: John Sayre

Normal-Bloomington, illinois
Phone: 309/438-5677

£qual Opportunity/ Affirmative Action University

.
oy

Hovey 308 . )
Normal, lllinois 61761
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STATE | L
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Allendale, Mictigan 49401 ¢ 616/895-6611 e An Equal Opportunity/Affirmative Action Institution- r

.The Honorable Paul Simon, Chairman’

‘Washington, DC- 20515

April 20, 1982
\

Committee on Education and Labor
Subcommittee on- Postsecondary Education
320 Cannon House Office Building

Dear CanEESsman Simon:

We appreciate your continued support for higher education. As you
are aware, institutions in Michigan are suffering more than in most
other states because of major reductions in state aig forced by the o
critical condition of the economy. <

Private Resources Development at Grand Valley State Colleges

Grand Valley was chartered in 1960, and from the first years has
depended upon vigorous private support. Community leaders who banded
together to press for a new public institution in this the second
largest population center in Michigan, raised more than a million
dollars in private money to persuade the legislature to move ahead.
Since those early days .private funds have made possible the construc-
tion of .the- Loutit Hall of Science, our first dormitory facilities,

the first student center, the establishment of WGVC~TV (Channel 35, 0
P.B.S. for West Michigan), the building of our new stadium and track

facilities, and continued support for academic programs.

Recent decreases in state and federal support have convinced us
of the need to once again organize to seek private support. We
have done so with the establishment of The Grand Valley Colleges
Foundation, whose objectives are:

1. To provide an umbrella under. which all development and fund
raigsing at GVSC will operate; u

2. To provide leadership to raise funds for GVSC from special
campaigns, deferred giving programs, and from annual dues
R from~q§and Valley Colleges Foundation members;’

Aruitoxt provided by Eic:
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To provide an anpual review and make recommendations on all
" continuing and special fund raising projects, serving in this
way as a citizens' advisory body to the GVsC President and
Board of Control on all major educational projects requiring
private funding; - : !

4. To publish an annual report pn the stewardship of funds in
its care, with proper listing of contributors.
. w -
About forty distinguished citizens of Michigan serve as trustees
of the Foundation. .

Grand Valley State ‘Colleges has an endowment of more than $3 million
which is held as a permanent investment fund, generating a steady
source of income year after year. Our goal is to reach an endowment
of $10 million by the end of this decade.

An Endowment Fund assures. consistency of ‘needed resources, so that
in bad times essential programs and valuable faculty are protected
and in good times, we will have resources for special program
development. s
Perhaps most important of all is the good will, support, and public
understanding that develops through the activities of the Grand
valley Colleges Foundation. ' -

This is our program, one that we recognize as essential to the well
being of Grand Valley State Colleges, during good times as well as
bad, when public funding is reduced.

Best wishes.

Sincerely,

0l & bt

Arend D. Lubbers
President .

adb

ERIC

Aruitoxt provided by Eic: -




UNIVERSITY OF ROCHESTER

ROBERT L. SPROULL y

’

Dear Mr.‘Garélick:

ROCHESTER, NEW YORK 14627

O
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FRASIDENT

14 April 1982

Mr. Jared Garelick

Subcommittee on Postsecondary Education

320 Cannon House Office Building .
Washington, D.C. 2051F B .

Thanks very much for your friendly note of 19 March and
for the Higher Education Newsletter that you enclosed. I
found them both interesting, and I was especially pleased to
read in the newsletter about the Foreign Language Improvement’
Act, a proposal that I believe would be of considerable ’
value, '

The last page of the Newsletter asks colleges and
universities to talk about their endowments and the financing
of scholarships and other activities. . In response to that
request( I am enclosing a copy of the President's Report for
1980-81. It includes in. a condensed form our financial
repotrt- for the year and also a discussion of our approach to
investments. In ‘my essay starting on page two appears a
very candid assessment of the problems and opportunities in
each of the component units of the University, and that may
be of interest to you and Representative Simpn. w

You .can be of great help to Mr. ‘Simon when he studies
endowments by pointing out that some published reports can
seriously under- or over-state the financial strengths of a
university. The endowment figures assiduously collected by
the National Association of College and University Business
Officers and published most recently in the Chronicle of
Higher Education of 17 March are, for example, of little
value. Rochester, which does not participate in the survey,
holds financial assets like stocks and bonds in its endowment
because previous generations chose that form of benefaction
for us. We also have substantial debt. Another university
might hold large amounts of unimproved land, ultimately of
very great value but. currently carried at a nomiqal amount .

~
. )

. TELEPHONE (716) R?28-28207
v

\
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. Another might have fully paid off its dormitory indebtedness
and thus have. positive earnings from its campus regidences. -
In other words, many factors must be taken into account in
analyzing a university's situation, and NACUBO takes none of
them, into their reckoning. That is why we do not participate -
in their compilation; we do not wish to be a party to misleading
,the public. o - .

I am glad that you are enjoying your experience, and I
hope we can get together &and talk about it when you return -
to the campus. ’

Sincerely yours,
y . . .

s

RLS:rmh
~—'Enclosure

o
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Tnsnonmmu—wh e
comafel completsan of the Campeign for
Rocheses. At the oficiel chuing en 11

chis Report and in earlior Ruporss. My semee
of grastrude te the doneys snd werkers s
doap ond abiding, but chere is ne way 1 o0

chas chis is a risky operation st best and
durive thelr real satisiartion from making
good chings happen.

The good happenings begen & the badin-
ning of the Campaign and will continue for
many vesrs. The most appesers results are
the conmrction and rencwal projects,
whic de major renovations st the
Eanrmian School of Music, the Graduae
Scheol of Management, Helen Wood Hall,
and the Hematology Unit, the crestion of
the Furbank Alumni Ceneer, the Garrent
Perinstal Center, the Cancer Centar, the
Clark Musculoskeletal Unie, and the Todd
Unidon thester; River Campus lands

Phacegraph by Anise] Adame

Economics, the Edward A. and Alma
Vallertsen Rykenboer Chair, the Frank P.
Smith Chair of Neurological Surgery, the

+ James H. Sterncr Professorship in Der-

musology, and the Jamés Peter Wilmox
Di hed Asutant Professorships. Not

inchuding the George Orsham Smith Placa

.and the vascty tmproved “front door” to the

Carapus; and the inutistion of the new

Sports and Recrestion complex. Some of
will

all of these are as yet fully funded, and =t
Sesec four other named professorships are be-
ing developed. In sddition, a few more
professorships may be cypated with

d pledges.

these capital impr

modest increases 10 opersting budgets, but
all produce more and move effcient func-
voning, often in less space,

Profesorships created by the Campaygn
already include the Fanny K napp Allen Pro-
fessoestup in Fine Aru, the Phulip S. Bern-
stein Professarship in Jewish Studies, the
Mercer Beugler Disingushed Teaching
Profesorship, the Dorris Hudgins Carlson
Profemorship of Orthopaedics, a charr of
Catholic Thought and History, the George
Washingron Goler Chait 1n the School of
Medicine and Dentustry, the Fred H
Gowen Professorship, the Henry R Luce
Profensorshup in Cogrurive Science. the
Wilham F May Professorship in Engineer-
g, the Elmer B. Milliman Chaie in

.
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More than forty scholarship and
fetlowship funds have been established
theough the Campaign. Funds have been
crested 1o support faculty and programs in
particulat aress, such as the Todd, Ranler,
Mellon, Dreyfus, Orcunt-Botsford,
Weinberg, Commonwealth, and Gannett
funds. The magnificent Hutdhison beques,
the income from which is resricted to
building construction and maintenance,
was a most important element of the
Campaign’s success.

Unrestricted gifts, a3 is usual in campaigns
of this kind, have not been sufficient to fill
1n all the gaps becween resericred gifts and

Campaign obectives. We shall do
exer ything possible to make up the dif-
ferences as pledges are paid and new
untesericred gifts are made; about 13% of
the capital part of the Campalgn conslsts of
pledges 2 yet unpaid (but our experience
shows they will be paid) and land that has
not yer been converted to earning asaees.
The ultimate match between the objectives
a3 stated ¢ the inception of the Campaign
and the allocation of Campaign funds will
be very close indesd.

There are chree less obvious achievements
of the Campaign. Firet, alumnt annusl giv-
ing has more than dowbled over the period

" of the Campaign (sce plox, page 3). Second,

the University has become much better
known during this period, especially by
nationa! corporations and foundations and
partly.as a result of Campaign activity.
Third, since we did not employ an “outside”
fund-raising firm, our own development
staff is now stronger and more experienced.
{And, incidentally, the Campaign expenses
were thereby held to just 2% of the total
contributed.) Thus we face the futuce ina
strengthened position for srtrscring new
support. . .




may never be any pigce of paper chataan b |
" y called a *plan”{and if there wece. .
would be zather ephemeral).
Before dexcribing briefly some of che dicn,

" tiona of(hhrlmmnl. 1t is wisé to cemind
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HE ENDING OF a successfut Cam-

~ paign peovides a launching pad for plan-
ﬂbulbanmﬁveofunyem It i3 unfor-
cunate (but probably to be expected when
one considers the pervasive power of Mur-
phvkl Law) that at peecisely this time we favy,
the greatest uncetrainty cver in out finanvciza
interaction with the Federal Government,
apecially.in rescarch suppore and student
financia ald, [f inflacion wese brought dow ~
1o levels like 5%, we could gladly foreyo the
specish Federal progeams chat support pare
«f our work, but we cannoe responsibly plun
on chesucess of the anti-inflationary
measures, and meanwhile we must face the
cuts and the ungertainty. :

Nevertheless; a new departure in plan-

ning s timely, and che Provost and | have
bqun talles with'the deans aind direcron. A
everyone knows, the consequential partor
planning is the process, noc the plans; cheee

the reader of twa impartane points. First,
the 1plcic of the Campaign objectives was §
underpin and presetve tha qualiey of pro-
gramsalteady undertaken, not co expand.
Words like *masncain,” “assure,” “con-
cinue.” and “remain® were common In the
Campaign documents, The modt impoctane
cask ahead is o enhance che cffectivenessor
che “core” of each college ot other activity,
and chis cencral cask should be remcmbe(:\l
1 reading cach of che follo

A Recent History of
Alumni Annual Giving

3 n -

8

; e

§ e
X
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Alumni snnual pviog has more than deubled
aver the perod af the Cnmrngn.

and o elevate che quaticy and au‘uc(lv:nm
C

be tequired. Special actention will be given
w computers: They will be 'xum! mare
fly* into undergrads
and more ndvanu.e will be caken of the.
of Computer Science in
;ndu:(e cduc:.nnn and research. The

of Machanical

Engineering will prosper, lnd the articula-
tion with the ublque and chriving
Labocaioty for Lkser Encrgeticywill be

improved.

The Graduare School of Management wilt
profit from its new Campaign-created
facilifies and its conversion ¢o the quarter &
sysrem, Considersble expansion of the
flourishing Executive Development Program
is planned. The School has negotiated an
incentive budgeting peocess which should
enable it to overtake or even surpass
Chicago, Stanford, MIT, and others. For-
mm(dv (hzr: are sensible, even though

i fsuccess

of its und di
foc che bese graduace smdmu. for rescarch
funding, and for faculey will become increas-
ingly coscly. Because undergraduate pto-
grams are more vulnecable to external in-
fluences (compention, demography, legisla-
tton), attennion to them will probably be
more evident than to graduate studles.
Renewed artentian will be devored ta che
content of a liberal educarion approptiare to
setvice in the 2ist Century and co the
undecgraduate's achieving ar Iease a srarcon
1t samuleaneously with preparation for ad-
vanced work or an immediate job.

The Graduate School of Educatian and
Hum.m Development will praceed inithe ™

Second, although talky :monl Provo‘x-
President. and deans are aot inconsequen-
tial, even more significant elementsof plan
qung ace executed by departments and -
dividuals, as | :r,)l:incd in my essay in the
1979-90 Re;

Each co!le;e (or nrhu unit) is srrong, but
each has its own array of opportunities The
basic appronch in oug planning is 1o cetain
and make secute the sitengehs and to use
che results of che Campaign o exploit
opportunities.

The College af Arts and Science will con-
atye © strengthen its graduate programs

96-494'. 0—82.——4

of the School’s Januacy: 1980
, plan, which was designed c0 suscain a full
academuc progeam but to reduce i3 use of
|:n:ul Unsversicy funds. (Thac pl:n was
o the impossibility of g
support at the existing high level, wherher
medyred by cost-pet student, cose-per- .
x ch-paper, or ocher measutes. ) Joint
ams, such as one in computers and
cSPion and an even largec one i
ceaching che deaf, will be featured.
The College of Engincering and Applied
Science will continue to enjoy a sceady and
*well deserved increase in undergraduares,
probably to be “capped” at a graduating
class of aboue 200 (up from 731n 1977).
Some new <lassroom and reseatch space will

i1
[

in this field (such s scarting salaries of
MBA’s, jobs caken by Ph.0.s, and the ex-
tear of external support), and [ shace che
Schouol's confidence in its prospects.

The University College of Liberal and Ap-

plied Studies is going chrought a delicaze tean-

sition. The “experimenc” with Arts and
Science has led to Arts* taking over courses

"in its domain char had been offered chrough

University College (Managemens, Engineer-
ing, and Educdtion hld aleeady mioved in
¢his direction, to vnvin; degrees). The
undergraduate pate-time degree program
will be maintained, and development of ad-
vanced coutses in cooperarion with local in-
dustrieswillbe acceletated. Greatsr imagh
nation, leadetship, and managesent will be
needed to take full advancage of one of our
major bur lightly used assets, the sumfer.
The Eastman Schoal of Music has the near-
ly impossible problem of choosing and play-
ing an encore after the Becthoven Ninth.
Nevercheless, chiete ate important appor-
tunities for development, such as
sreengthening Music Education's abilicy co
deaw first-cace students and che Schoal's
achieving the recognition in New Yotk and
Boscon that it has already arcained in'Ger-
many and the Far East. The School's helpta
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the rest of the Uraversity, already subscan-
tial, will incresse, through jeini programs as
well as through ocher units’ benefirting from
the School's reputation.

The School of Nuniing, our youngest col-
lege, will continue to develop a research-
otiented seruer faculiy o move in its chosen
direction towacd advanced educston and
research. The School’s “ynification model™
{education and service) has been achieved
but the research component of education
needs additional deveiopment. Federal
grants mus be expanded st precisely the
tme it is becoming hacder 1o get them. The
School stands on a firm base of its solid
teputazion for exemplary nursng care as 1t
PegOrIates Even Mose promising working
arrangements with the physicians in the
School of Medicine -Qd Dentutry and
Strong Memorial Hospital.

The Schaol of Medicine and Denisery has
continued te grow in faculry and scaff size
while the size of the rest of the University
has remained constant. Auesting. and in
some atess reversing, numerwcal growth will
Be essenrial to further enhancement of
qualiry, especrally during the period of
Federa? grant secyenchment (which we hape
will be sheethved, but who can sayl). The
prechnical departments need special atten.
tion, the question is again not oneof prob-
lems but of mused opportunities. The pro-
fessorships provided by the Campaign, the

b | projects d
by the Campaign, and rhe Wilmot Cancer
Fellowships (frem a found;
created by the late James P. Wilmox, not in-
cluded in Campasgn tocals) alt provide a
most promang foundation forfurther
growth in research and quality of education
and service.

Strong Memonal Hospetal has profited by
IS new Management and by che new leader-
ship of the School of Medicine and Den-
ristry. The financial bleeding has stopped,
and we ate fully commutted 1o making a suc-
cexs [as viewed by panienta, physiciana,
thitd-parey payers, and govanment offi-

cials) of the Hospial Experimental
Payments program. New organuanonal  »
approaches 10 funcrional management of
Hospital care. incorporating Medicine and
Nutsing Schools, will be tried. Continued -
attention will be directed towatd making
the celarions with the affiliated hospicals as
mutually beneficial as possible C, ed

ahead 1n adminmtrative computing. the
goals are efficiency, reliability, and respon.
siveness in exiaring functions and 1n new In.
formation systems thar must-be created wirh

- due attention 10 cost and privacy. Those are

also the goals of research compuung, which
hts the added requitements of the flexibilicy
© date widely different needs and

turbulence at Federal and State levels will
prevent any long-range plapning.

The Memonial At Gallery 1s undertaking
pechaps the mosc important planning exer-
cise in its hustory. What will emecge s a plan
fot an expanded and even mote efective
program, for increased efficiency in the use
of space, and for additional space and
resources. .

ALTHOUGH THE PROCESS that
$0¢s on within the schools and colleges s
the heart of planning, it {3 not the whole
story. One academic deparrment, Com-
puter Science, teanscends the indwidual col-
leges, and planning for librasies and com-
puring services s vital. Of course the
University could not operate for an hour
withour many othet smporrant service
departments.

The Miner and Sibley Libraries are
planned and developed mostly by the
schools they predominantly servt. Rush
Rhees Library and ns satellites will continue
1o feel the pinch in the acquisitions bydger
created by the explosive increase in the cose
of scholadly journals. Incteased faculty in- -
volvement in acquisitions choices is begin-
rung. The auromation of librazy files and
circulation is overdue and will soon begin; it
will be helped in part by a resinicted grant in
the Campaign, but additional funds must be
progured. improved physical security of the
collections and improved physical settings
for the Education and Engincering Libaries
ate other immediate objectives.

The computer must be woven mare effec-
tively into the Universicy fabric it the years

the ability 10 use software developed else-
where. The computer a3 an aid to analytical
thinking will become More prominent apd
ubiquitous in undergraduate lifei if this
development does not arise from conviction
ang planning, it will be imposed on, us by
cpmpetition from othey colleges and univer:
sities. A faculty-administration group is
hard at work planning operations on this
complicated field of battle,

The Computer Science Deparement has
established a national reputation by acquir-
ing a superb faculry and applying con-
siderable resources. lts influence on other

P will grow sub lly, .
especially by making sure that graduate
students in other depattments are eman.
cipated from the parochial or dared views of
computing likely in the absence of contact
with the Department and by helping Arts
and Science through the three-two (Master's
degree) program.

Administrativ€units will be shaped, 100.
Many have been held for several years te
nearly consrant budgets; inflation has &
forced decreases-in size. Development here
will depend on project-by-project analysis of
costs and benefits and on creation of new
ways of measuring service 1o the academic
departments and to the University gener-
ally. Everyone can point to places where
mopey could be saved, buc unfortunately
one person wishes thcur security 1o provide
berter snow removal and another wishes to
cut snow removal 1o provide better
security.

Theoughout the University, and especial-

ly in senior faculty and adminiscrative posi-
tions, additional effort will be tequired 1o at-
tract qualified women and especially blacks
and other minotities. The competition with




¥ i

River Campor,

ather univeesities for black faculty is ex-
cremely keen, and our great effares here
have resuleed in disappoineingly smiall

. numbers. Competicion is slso keert for
women faculty, iz o highly promising
group of Asistant Proflessors and “above”
are now on board and alseady i

motion, improvement, momentum, snd
even {sight) heppiness without doing it the
only way we know how, namely by resd
sowth. Our problem here Is s ministure of
the nacionsl problem. [ encoursge everyone
o view analytically how we are doing and

19% of the faculty.

Omission from this shore fise of
planned developmients of many other vital
elements such a3 seudenc amenities and
commmunity relations does not mean that we
areneglecung them. ™

The major challeoge facingthe Uni

pecially to compare us with her inatitu-
tions, nok just to poin¥ to an occasional
noisy success chete {of heee) but o compare
acrous whale institutions, Weshall be shle
to sezve better if we have these analytical
compatisons. .
* Wich alt the problems and uncertainties,

the U ity it now & mazvelously more

iy effecr and devel dur’

ing & petiod of zezo cal groweh in budgets.
We must somehow maintain & sense of corn-
munity, morale, satisGacrion in atcaining
personal and common ohjectives, direction,

and ding place eodo our
best wark than ic was & dozen years ago,
when confroncation politics and keeping the
peace occupied center seage. “Interesting,”
“rewarding,” even “happy”letit be,but it
musc pever become acomforeable
place. Mclioral

-y

el fore. .
aware ofthe larer
¢ Bullding, tha Wilrmet

owever, know the enctmous inffunce of
‘his peivonal partkipation. Washalllong
rernembefahe strengeh, che drive, thecan.
did sascssments, and the blurz witthiscon
any occations were viealto keep the
Unitedslty going. : .
Two achier "greats’ in the hlssey of the
“ Univensity who died last yess wece even.
" more.widely known: Hewsrd Hanson wes
Anageal sehis the creator ofthe Esseraan
School of Music. Hedivectad it foc forty
yeas and was & major figure in rwentieth-

. century music as composer, adhacator, and

advocare of American music: Alan Valan-
tlne wae President from 19350 1950 and
began the ransition of Rachester to n
Ph.D.-granting, advanced university. Ha
al1o had 8 notable carcer s wwriter ands
public servant.

As ALWAYS, | welcome ssmmentson

this Report and en the development and

direction of the Universicy.
Sabat L. Speoull
President

Augae 1981




. Invesmene Report

IT 1S DIFFICULT to characterizein a few

. words the behavior of the financial markets

during che pase fiscal year. Stock prices were

" gencrally higher at year end and bond prices

wese lower. However, this description con- 500

* ceals more than it seveals. It overlooks all
the problems that evershadowed these

matkets during the year and it does not ex- 0

plan the reasons why sock and bond prices B

moved 1n opposite directions.

“Intevest rates were part of the tesson. .| %00

They sarted climbing early in the year and

then rose and dipped theoughout the yeae

Market Value of E\'\dow;nem Fonds
Values,in Millions . .
Fucal Yelrs Endlng]une 30 ° ‘

wn roller-coaster fashion. Each dipbroughs - 200 .
. hope that the rising interest rates that .

P plagued the bond market over the past . . .

. ' several years had finally peaked. Bur, after 100 ; N
each brief dip, tates tyrned azound and -~ - E . ‘
climbed stsl] highet than the previous peak, o . X
m"? peices dawn subscancially by 1963 1065 1067 1069 1970 1973 1975 1977 1o b .

Y .
The flip-flopping interess rates that .
hampered bond investors also managed to - §
‘}""‘“‘“"g’ ‘“‘"‘;: ":Y '["‘;*“j“"d‘l Summary of Endowmcm Assets
mar ut not ethe W jones In-
dusseaal Averagt pushed sbave the 1,000 June 30, 1981.
mark. The spur thet helped stock invescors .
avercome their currens concerns was the 'V, - Market V.
cammpaign and subseguent election of Presi- o q X . M Market Value =
dent Reagan. He promised to cut taxes, trim . .
irgg, and shrink Federal . - : B
m:::;;:m"hh:h“‘":: modess Shacterm Investments $ M.55290 $ 03,522,168 170
progress in schieving these goahs will im- Oil Reyakies sz 40,000,000 81
prove the economie climatc and stimulate Jolox Invesrment Paals - 8258798 8,693,859 4
both business and labor to work more pro- Special Situations 51,855,912 59.935.212 122 B
ductively. Ir'wss the kind of message in- Cemmon Sracks 160185800 250,702,918 09
' $490,854,157 100.0%

ERI

-Ey

vestors had been waiting for.

Scock prices low ground in the second
half of the fiscal year as investors re-
turned their focuste those problems that
have cloyded the siness cnvironment for
o long: high interest rates, persistent infla-
tion, and an econery that lingers precari-
susly between recemion and tecavery. For-
tunstely, the peice moves in the first half of
the year were sufficient 1o offset the lack of
vigee In the sacand half, and resulta for the
Bacal year ms a whele were quite goad.

The Dew Jonea Industria) Aversge
w&'lmhyeum‘hinlﬂ
managed » guin for the year of 19%, in-
chuding Lneme. During the same periad the
Scandard & Poar's 500 Indes --uplll.

Cors
LR e
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$308.770172

On a comparable basis the University's en-
dowment increased 36% and at the close of
the fiscal year, June 30, l9ll the market |
value was $491 million, ,

‘While we ute pleased with Jast year's
results, we realizechat Ina

Over longer periods stock peices are ex-
pecrad te corselate with carnings and divi-

deind progress. On this basis, last yeas's price
moves seem justified. Average carnings of
the common stocks held in the endowment
increased 23% duting the year. Dividends

. per share wete increased an average of 17%

by those companies that paid a cash divi-
dend. These results were well above the
wzendline of the past five years. Even more
mportant Is the prospect that the com-
anics held in the endowment will be able
to continue showing superior resclts over

the years ahead.
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(614) 5876281 .

“The Honorable Payl Sigon, 11T -

- Congrgss. of -the.United.States .

ERIC

Box B .
Granyille, Ohio 43023

Chairman, Copmittee on\Education and Labor
Subcomiijttee on Postsecohdary Education -
House of Répresentatives

320 Cannon House Office Building -
Washington, DC 20515 ’

Dear Congressman Simon: ' - o A '
Denison University has a modest endowment for a college whiéh,hasljusf'ceie— :
brated its 150th Anniversary. The endowment funds and the income produged:. =~ -
for specific purposes® for' the year ended June 30, 1981, &re shown below. Not K6 --

“included. are some $2,700,000 in annuity and life income flunds in which Denison

University has a remainder interest after the eibiratipn\‘f life interests if,
the income, nor some $2,000,000 in Denison reserves in q%asi-endowment accounts.

T End@d?ent
. .. Book'Walue . Income
- o 6/30/;81 1980-81
Professorships and Lectureships " 2,769,866 § 210,495
i . Library 61,164 ‘6,127
Building Maintenance . ©. . 512,329 53,450
Scholarships and. Prizes - 5,385,005 |, 427,511
Student Loans /12,954 1,490
““Uther Funds , 174,454 11,052
Unrestricted Purposes . _ @,8?4,929 763,225
Accumulated Gain : 3.9911309 -

v

19,712,000 $1,473,350

At June 30, 1981, 27% of our investments weré in émnnon stdcks of corporations

and 50% in bonds (including over $4,000,000 invested in: U.S. Government and PN
agency obligations). The remainder was invested in cash and equivalents, 13%; .
loans to our dormitory and dining facilities, 6%; and 4% in miscellaneous in-

vestments. :

1




=
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Denison has been in a "saelf-help" environment for a number of years now,
and we-have been investing a larger percentage in bonds and other fixed
income securities to obtain more income production. This has been done
at the expense of potential growth from common stocks which will -tend
to reduce our ability to increase our self-help in the future.

Sincefply,
i
Rabert C. Good

RCG:mas

cc: Mr. J. Leslie Hicks, Jr.
Mrs. Mary- Jane McDonald
Dean Davjd Gibbons
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THE IRVING ENCLAvVE

BRANDE!S UNIVERSITY
WALTHAM. MASSACHUSETTS 02254

OFFICE OF THE PRESIDENT / . May 5, 1982 - .

The Honorable Paul Simon

House of Representatives

Committee on Education and Labor
Subcommittee on Postsecondary Education

. 320 Cannon House Office Building
~ Washington, p.C. 20515 I

pear Mr. Simon:

In your March 15 Higher Educat@ Newsletter there was a request
for information on private colieges. Enclosed is -the following
information on Brandeis University: 1982-83 Proposed Operating Budget,’
1981-82 Financial Statement Endowment reports stating use and character
of the endowment, and a report of Operating Income and Expenditures

-for 1981-82.

We hope this information will be helpful for your survey. If
you would like further infom?ation please do not hesitate to contact us.

Sincerely,

Ot

. ' Burton Wolfma

Budget Director .

BW/fc

(/i
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BRANDEIS UNIVERSITY 1
1982-83 PROPUSED OPERATING BUDGET
SUMMARY OF OPFRATING INCOME AND FXPENDITURES
(000"a) - : .
Budget Proposed Change Change
Actual 1981-82 Budget Prom Trom
R 1980-81  (3/1/82) 1982-83 1981-82  1981-82
INCOME )
T, Tuition and Fees ° $19,595  $22,561 25,653 +3,092 13.7
2. Endowment Income Used 5,459 6,630 7,245 +615 9.3
3. Auxiliary Services 6,490 7,217 8,183 +966 13.4
4. Depaztuwental and Other 1,579 1,715 1,835 +120 7.0
3. 16,761 17,339 17,240 ~99  -6.9
6. ed for Operation 9,862 9,900 10,304 404 4.1
TOTAL INCOME - $59,746 365,362 $70,460 ¥5,098 1.8
\
EXPENDITURES ! '
Academic Programs & Services
1. Tostructional Departmenta St4,800 $16,886 §18,480 +1,594 9.4
2. Sponsored Research 11,432 12,200 12,200 0 0
3. Library 2,593 2,440 2,781 +341 14.0
4.  Academic Adminiltrltion 700 838 913 +75° 8.9
5. Special Prograns 852 816 839 +23 2.8,
6. Academic Services 714 783 862 +79  10.1
TOTAL EXPENDITURES $31,09T  $33,963 $36,075 +2,112 6.2
nN/mchL AID & STUDENT SERVICES
7. Financial Ald $6,906 § 7,632 5 8,945 +1,313  17.2
8. Student Services 1,562 1,717 1,930 213 - 12.4
TOTAL $8,466 59,349 0, T, 16.3
9. AUXILIARY SERVICES $5,713  § 6,248 $ 7,420 +697  18.4
ADMINISTRATIVE & GENERAL \
10. Executive Offices $ 739§ 804 s 879 +75 9.3
11.  Administrstive Offices 2,410 2,733 2,907 +174 6.4
12. General Inatitutional 967 1,164 1,012 =152  =15.0
13, Pringe Benefits - Undistributed 187 (83) (187) \1‘083) 225.3
14, Interest Expenae 697 570 480 - -16.0
15. Plant Operations 5,537 6,228 6,717 +489 7.8
TOTAL $10,537  $11,416 511,808 +392 3.4
4 16. Development 1,717 1,897 2,u87 +190  10.0
17. Public Affairs 321 341 377 +36 7.1
-18.  Alumi Asaocistion 264 291 318 +27 9.3
19. National Women’s Committee 9 s 0 -9 -100.0
20. SPECIALLY FUNDED PROGRAMS 294 §° 100 5 log g _0
21. CAPITAL REPAIR AND REPLACKMENT 5 880 S5 848 $1,150 +302  35.6
22. VACANCY SAVINGS E 0 __ Qs (250) +(175) 333.3
23. SURTOTAL - EXPENDITURES 59,299 64,862 69,960 +5,09 A
24. PLUS: RETIREMENT OF DEBT 447 500 §_ 500 g
25. TOTAL OPERATING OUTLAYS 59,746 565,362 §70,460 +5,91 1.8
26. LESS: INCOME 59,746  $65,362 $70,460 45,098 7.8
.7. OPERATING GAP/DEFICIT 0 0 i 9 0
28. CUMULATIVE QPERATING DEFICIT/ 11,106 10,606 10,606
YEAR END
<
» N *
~o f
O
R _

QA Foirmext provided by ric
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BRANDEIS UNIVERSITY. ' 4/1/82 p. 2 -
1982-83 PROPOSED OPERATING BUDGET
SUMMARY OF OPRRATING mcog AND EXPENDITURES
L (000's
INCOME
$ b4
Budget Proposed Change Change
Actual 1981-82 Budget From From
1980-81 (3/1/82) 1982-83 1981-~82 1981-82
TUITION AND FEES
Undergraduate $16,098 $18,605 $21,243 +2,638 ‘14,2
Grasduate School 1,772 2,020 2,306 +286 14.0
Bellsr School . 580 641 666 +25 3.9
Histt Institute 120 198 211 +13 6.6
Trausitional Year Program 158 161 184 +23 14.2
Sumer Programs 157 188, 188 0 0
Adult Education 97 90 95 +5 5.6
Health Fee 335 366 435 +69 8.9«
Applicstion Fee 117 117 125 +8 6.8
All Other Fees 161 175 200 425 4.3
TOTAL : $19,595  $22,561 $25,653 +3,092 13.7
ENDOWMENT INCOMR USED'
Rosenatiel Center Operatioms $ 83 $ 1,006 $ 1,134 +128 12.7
Financial Ald 2,159 2,592 2,816 +22% 8.6
Faculty 1,984 2,450 2,662 +212 8.7
Genarsl and Other Purposes 485 582 633 451 _ 8.8
TOTAL §5,459 6,630 § 7,245 3615 9.3
AUXILIARY SERVICES (See Schédule B)
Food Services $ 3,422 $ 3,840 $ 4,252 +412 10.7
Rasidence 2,992 3.290 3,820 +530 16.1
Bookings Office 76 X 87 111 +24 27.6
TOTAL . § 6,490 § 7,217 $ 8,183 +966 13.4
DEPARTMENTAL AND OTHER INCOME
Current Cash Management $ 142 $ 140 $ 149 +9 6.4
Theatar Arts Production 113 65 69 + 6.2
Service Bureau 226 201 212 +11 5.5
Computer Center 132 108 116 +3 7.4
Other Departzental Income 563 639 683 +ib 6.9
Miscellaneous Income 403 562 606 +ih 7.8
TOTAL ¢ §1,579 §$ 1,715 $ 1,835 +120 7.0 -
GOVERNMENT RECEIPTS .
Sponsored Research $15,095 $15,800 $15,800 0 0
Financisl Aid ~ 1,666 1,539 1,440 -99 -6.9
TOTAL S16,761  §17,339 §17,240 -99 6.9
GIFTS USED FOR OPERATING PURPOSES .,
National Woaen's Committee $ 1,120 $ 1,250 $ 1,300 +50 4.0
Restricted Gifts of Prior Years 2,712 2,125 2,154 +29 1.4
Unrestricted Gifts of Prior Yesrs 79 0 0 L Q
pebt Retiregent Funds 440 .500 500 0 0
Gifts of Current Year - Alumni 630 675 750 +75 1.1
Gifts of Current Year - Other 4,88 5,350 __5,600 +250 4.7
TOTAL §9,82 §9,90 $10,304 +404 4.1
" TOTAL INCOME §59,746 365,362 $70,460  +5,098 7.8
-~




URANDELS UNIVERSITY =~ ~

W/1/82 R
1982-8) PROPORED OPERATING BUNCKT
SUMMARY OF OPERATING INCOME AND EXPENDITURES .
EXPENDITURES w
§ %
Budgst Propoaed Change Ghange
Actual 1981-82 Budget From From ‘
1980-81 (3/1/82) 1982-83 1981-82 1981-82 |
1. IRSTRUCTIONAL DEPARTMENTS . ‘
Arts & Sciences N t |
Faculty Salariss $ 8,263 $ 9,592 $10,276 +Th4 7.8
. Support Staff Salariss 1,016 1,193 1,387 +192 16.1
| All Othsr EZxpsnditures 3,843 4,095 4,565 +470 11.5
§13,122 $14,822 316,228 ¥1,406 A
Rosenstiel -
Faculty Salaries $ 382 $ 36 5 408 +32 8.5 -
Support Staff Salaries 203 223 243 +20 9.0
All Other Expenditures 228 s_:_g% 2937 437 _14.2 |
. [ 773 Ak A $ 948 ' +89 10.2
Bellar School N . |
Faculty Salariss $ I § A78 $ 519 +41 2.6
R\ Support Staff Salarfes 204 251 . 274 -- +23 9.1
: All Other Expenditures 251 302 337 +35 11.6
. § 769 $1,001 51,130 By 9.8
Summer Programe $ 136 $ 174 § 174 .0 0 ’
TOTAL INSTRUCTION $14,800 $16,886 $18,480 +1,59 9.4
2. SPONSORED RESPARCH '
Taculty Salaries $ 551 $ 606 § 606 0 0
All Other Salaries 4,564 5,020 5,020 0 0
All Othar Direct Expenditures__ 6,317 6,574 6,574 0 0
$11,432 $12,200 $12,200 Q 0
TOTAL INSTRUCTION AND RESEARCH $26,232 $29,086 $30,630 +1,594 - 5.5
3.
Oparations X $ 3,97 $ 2,017 $ 2,654 +337 14.5
MHC Banefactor's Pun 61 75 15 0 0
Other Specially Funded Programs 561 P 48 52 +4 8.3
$ 2,593 § 2,440 §$2,781 4341 14.0
A, ACADEMIC AIMINISTRATION ~
Dean of Yaculty .8 12 § 14 $ 161 +18 12.6
. Dean of Graduate School 217 233 253 +20 8.6
! Sponsorsd Ressarch | .1} 99 109 +10 10.1
Dean of College 245 kkk] 357 +24 7.2
, Continuing Studies PR - 30 k] +3 +_10.0
3700 5 #818. S 913 +75 8.9
5. SPECIAL PROGRAMS
ult Education $ 89 $ 90 $ 95 +5 5.6
Center for Public Service 121 0 0 0 0
Sophie Davia International Fellows O 0 0 0 0
Hiatt Instituta/ASOR 173 2013 188 -15 -8.0
T¥ansitional Ysar Program 88 99 100 +1 1.0
Intarnational Prograns [ 1.} 101 110 + 8.9
Art Husaum - 166 160 175 +15 9.4
Public Lacturas and Other 104 110 117 +7 6.4
Sev England University Press 0 30 30 0 0
Creative Arte Awards 23 2 24 +1 4.3 »
$ 852 $ 816 $ 839 7.8

* Nat after grante, sabbaticals.

ERIC
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BRANDEIS UNIVERSITY 4/1/82 p, 4
1982-83 PROPOSED OPERATING BUDGET

SUMMARY OF OPERATING INCOME AND EXPENDITURES . . 7
EXPENDITURES
N \d- $ b4

Budget Proposed Change Change

Actual 1981-82 Budget From From
1980-81 (3/1/82) 1982-83 1981-82 1981-82

6. ACADEMIC SERVICES
Computer Center $ 283 $ 321§ 368 +47 14.
Laboratory Supplies 148 163 178 +15
Machine Shop - 107 116 120 +
Radiation Safety . 38 35 39 +
Audio Visual 32 41 44 +3
Liatening Center 26 30 33 +3
Foster Laboratory . 73 71 74 +3
NMR Laboratory . 7 6 6 0

714 $ 783 862 +79

ONOWS&N

|

|

FINANCIAL AID
(See Schedule B)
Undergraduate ’ $ 4,592 +686
Graduate : 2,312 +627
$ 6,904 +1,313

STUDENT SERVICES

Office of Student Affaira $ 150 +&
Career Planning 71 +50
Financial Aid & Student Employment 161 +26
Adziasions 495 +43
Reglatrar 175 +14.
Health Servicea 445 +43
Chapels ’ . 65 +5

31,562 +213

—on =

N S~
owN VT O™

o

]
~
&

AUXTLIARY SERVICES (See Schedule A)
Food Services $ 3,308
Reaidence 2,338 +284
Bookinga Office 67 +24

§ 5,713 __¥697

+389

e
v oo
w

|

|
o
&

;

EXECUTIVE OFFICES
President . 286 +32
Chancellor 97 +8
Vice Prea. & Univ. Treasurer 135 . 1S
Vice Pres. of Adminiatration 145 +12

Vice Presa & Univ. Secretary 76 +8
739 +75

—

(RN =1
F R Y ]
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w

ez
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4/1/82 P. 5

$ X
Budget Proposed Change Change
Actual 1981--82 Budget From From
1980~-81 k (3/1/82) 1982-83 1981-82 1981-82
11. ADMINISTRATIVE OFFICES .
Affiroative Action 1 $ 45 0§ 49 o+ 8.9 ' ¢
Controller ’ 427 516 614 . +98 19.0 .
Student Lodp Collectiona 109 122 . 142 +20 16.4 |
Resesrch Accounting - 117 104 110 +6 © 6.0
Data Procéasing 21 378 C 284 -94 ~25.0
Service Bureau 200 201 212 +11 5.5
' Mail Services 103 122 130 +8 6.6 - .
! Telephone Services 66 69 2 +3 4.4
Purchasing : 164 191 . 206 +15 7.9 ‘
Personnel ' 265 298 336 +38 12.7
Canpus Police 409 459 504 +45 9.8
Proparty Mansgement 18 25 27 +2 8.0
Legsl 58 64 72 +8 12.5
Safety Office ’ 26 36° 39 +3 8.3 ‘
Tranaportation 39 44 47 +3 6.8 |
Board of Trustees ‘42 51 55 +4 7.8 |
Fellowa and President's Council _ . 7 8 8 0 J—) |
$ 2,410 $2,733 § 2,907 +174 6.4 ;
12. GENERAL INSTITUTIONAL . |
Telephone, excl. Long Distance § 241 $ I $ 110 ~223 *
Investnent Mansgement 124 141 . 150 +9 6.4
Insurance 152 155 165 +10 6.5 |
Legal snd Audit 102 103 110 +7 6.8 |
Managewmant Inforwation Systems 18 94 102 +8 8.5 |
Retirement Supplements -~ 124 145 170 +25 17.2 .
Comencement v 54 65 69 +4 6.2
Other Expenses 152 128 136° +8 6.3 4@
. $ 967 $ 1,164 $ 1,012 ~152 ~15.0 ‘
13. FRINGE BENEFITS i
Socisl Security , $ 1,433 $ 1,741 $ 1,950 +209 12.0
T1AA-CREF Retirement Program 1,324 1,498 1,655 +157 10.5 .
Unemployment and Severance . 123 125 125 0 0 W
Health and Disability Insurance 647 836 900 +64 © 1.6
Tuition Retission and Granta 430 544 620 +76 113.9
Life Inaurance Frograms . 84 136 160 +24 17.6
Workmen's Compensation 110 100 110 +10 10.0
Sabbstical Lesves 714 392 425 +33 _ 8.4
. TOTAL Benefit Expenditures $ 4,865 $5,372  § 5,943 +573 _10.7
leas: Allocations to Departments . .
and Of fices ( 4,678) - ( 5,455) ( 6,132) +(677)_ 12.4
NET EXPENDITURES $ 187 (83 ( 18)) +(104)  225.3
*T!ﬂephone equipment charges are being billed to individual departmenta.
.
4
%
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BRANDEIS UNIVERSITY . a/1/82 P. 6
1982-83 PROPOSED OPERATING BUDGET :
SIMMARY OF OPERATING INCOME AND EXPENDITURES

EXPENDITURES s

Budget ° Proposed Change
Actual 1981-82 Budget From
1980-81 (3/1/82) 1982-83 1981-82

INTEREST EXPENSE
For Construction & Acquisition .
of Plant $ 27 $ 250 § \210 ~40
For Current Opsrstions 388 295 270 ~-25
¥Yor Fed. Ins. Student Loan Pgm. - 32 25

-25

[1]
$ 697 4 570 § 480 -90

PLANT OPERATIONS
Utilitdies . $ 4,138 $ 4,456 $ 4,500 +ab
Salaries, Weges, and Other 3,030 3,536 4,154 +618
TOTAL Plant Oparations $ 7,168 $ 7,992 §8,65% +£62

Less: Alloc. to Residence Halle { 1,317) ¢ 1,437) ( 1,58'}) " +(150)
Alloc. to Food Services (  314) (A 350 +(23)
’ $ 5,537 $ 6,228 §6,717 489

DEVELOPMENT .
Nstional Offices $ 667 147
Regionel Offices 523 592
Brandeis House 59 64
Fund Raising Functions 508 544
Speciel Campaigns 140 140
§1,897+ $2,087°

PUBLIC AYFAIRS s 3 5 an

-
~ oW N

p
o
olo—~oNO-

o
o

ALUMNI ASSOCIATION

Office and Reunion 249 $
Fund . 42 45 +3

291 $

NATIONAL WCMER'S COMMITTEE ' 9 S 0 -9

SPECIALLY FUNDED PROGRAMS $§ 100 0

- CAPITAL REPAIR AND REPLACEMENT $ 1,150 +302
VACANCY SAVINGS ) ( > 250) +(175)

SUBTOTAL - EXPENDITURES $64,862 $69,960 +5,098

PLUS: RETIREMENT OF DERT § 500 § 500 0

TOTAL OPERATING OQUTLAYS $65, 362 $70,460 +5,098

LESS: - INCOME $65, 362 §70,460 +5,098

OPERATING GAP/DEFICIT $ 0 $ 0 0

a

CUMULATIVE OPERATING DEFICIT/
END OF YEAR $10,606 $10,106

-

ERIC | _
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‘ - BRANDELS UNIVERSITY ‘4/1/82 ». 7
| ) 1981-~82 PROPOSED OPERATING BUDGET .
SUMMARY 'OF OPERATING INCOME AND EXPENDITURES
SCHEDULE A ~ AUXTLIARY SERVICES - INCOME AND EXPENDITURES
(000"s)

! ’ 1981-82 BUDGET

Food
Y Service Residence Bookings . - Total

INCOME . $3,840 43,290 $87 $7,217
EXPENDITURES

Direct 3,349 353 68 3,770

Debt Service 33 681 0 714

Plant Operations 327 1,437 0 1,764
Subtotal 3, 709 2,471 68 L2438
Capteal™™ * 57 475 %% _0 532
Total Expenditures §3,766 §2,946 568 $6,780
Net Contributions to ’ ' 1

Indirect Costs 74 344 19 437

o .
1982-83 PRO#OSED BUDGET
P .
Food -
Service Residence Bookings Total

INCOME $4,252 $3,820 $111 $8,183
EXPEND ITURES

Direct 3,715 487 . . '92 4,294

Debe Service 33 . 681 oo 714

Plant Operations 350 1,587 ' 0 1,937
Subtotal 4,098 2,755 92 6,945
Capitals#* o 90 575%%% 0 665
Total Expenditures $4,188 $3,330 $.92 $7,610
Net Contributions to v

Indirect Costs 64

490 19 573

- .
* Plant Operations includes Custodial Services, Maintenance, Repairs, and Utilicies.

** Capital Expenditures from current funds omly.
* $475,000 is Health and Educational Facilities Authority principal and interest.

A o
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BRANDEIS UNIVERSITY 4/1/82 ». 8
1982-83 PROPOSED OPERATING BUDGET
SUMMARY OF OPERATING INCOME AND EXPENDITURES
SCHEDULE B ~ FINANCIAL AID
$ x
Budget Proposed Change Change
Actual 1981-82 Budget From From
1980-81 (3/1/82) 1982-83 1981-82 1981-82
UNDERGRADUATE .
University Scholarships $ 3,003 $ 3,570 § 4,257 +687 19.2
U.5. Government Scholarships 881 735 685 -50 «7.3
“%tate Scholarships ' 333 334 335 +1 0
Wien Program 170 205 230 +25 12.2
Hiatt Scholarships 20 15 15 0 0
T.Y.P. Scholarships 161 161 184 +23 14.2
University Contribution-N.D.S.L. 20 0 0 0 0
Sachar Saval Summer Scholarships 4 6 [ 0 0
§$4,592 §5,026 85,712 +686 3.7
GRADUATE
Tuition Scholarships $ 1,351 $ 1,426 $ 1,906 +430 33.6
Fellowships 796 . 947 991 © +hb 4.7
Heller 141 223 326 +103 46.2
Sachar Fellowships 24 1 - 10 0 0
$2,312 § 2,606 $ 3,233 +627 241
TOTAL FINANCIAL AlD CATEGORY $ 6,904 $ 7,632 S 8,945 +1,313 17.2
In addition, the Operating Budget also provides student assistance which {s classified

in other categories:

UNDER SPONSORED RESEARCH

Tultlon Scholarships $°299 8 324§ 300 -24 ~8.0.
Stipends and Assistantships 830 868 800 -68 -8.5
Non~University College Work 65 61 65 +4 6.5
Undergraduate Student Wages 195 158 150 -8 ~3.3
$ 1,380 S 1,411 § 1,315 =96 27.3
UNDER DEPARTMENTAL EXPENSE
Teaching Assistants $ 559 S 539 $ 540 +1 0
Student Employment 924 946 1,012 +66 7.0
Sub-total, § 1,483 S 1,485 § 1,552 367 4.5
TOTAL OPERATING BUDGET FINANCIAL AID $9,77 $10,528 $11,812 +1,284 12.2
[n addition, Brandeis administers Financial Aid which does not flow through the:
Operating Budget:
Other Outside Grants $ 118 $ 150 $ 165 +15 10.0
Loans* 122 574 600 +26 4.5
3 840 S 724 §__765 +41 5.7

*
Includes N¥.D.S.L., F.I.S.L.P., and Brandeis Loans.

Does not include loans secured
directly by students from lending kinl:i:utiuns. .

-
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(in thousands)

¢ Incorme and Exrenditurer for relegitc Years

June 30, 1981

1975-76 5 1977-78 & 1979-80 2 1980-81 5
INCONE ,
Tuition S11,460 36 S14,119 3% S16,745 32 518,885 32
Fees 301 1 395 1 561 1 612 1
' Sponsored Research - 6,914 20 8,769 21 13,217 25 15,095 25
suxiliary Services 4,070 12 4,818 12 5,794 11 6,791 11
Other 776 C 2 1,125 3. 1,310 3 1,676 3
Endoument 2,881 s 3,003 8 ' 4,508 9. 5,459 9
Cifts 7,767 23 8,85 21 9,867 19 11,148 19
lotal Income . 34,169 100 41,184 100 52,002 100 59,666 100
e eh b b oY e e o — — ﬂ‘

. ! EXPENDITURES ] !
lastructional- 9,126 27 11,739 29 14,159 27 16,339 © 28
Sponsored Research 5,641 17 6,771 17 10,042 19 11,432 19
Libraries 1,401 4 1,617 4 1,919 4 2,629 4
Student Services 1,342 4 1,414 3 3 1,573 3
Special - Programs 488 1 584 1 2 871 1
Adminiscration 1,78 s 72,020 5 s 3,081 5
tencral instituttonal .'7W;§ﬁ“7Adngmf"‘-nnfgiuini 2 11,097 2
Pebt Scrvice 832 3 769 2 1 697 1
Veveloprent & Public Aff. 1,539 5 1,712 4 4 2,332 4
Plant 3,004 9 3,685 9 10 €,240 11
.\uxiliar‘y Services 3,796 11 4,353 11 10 5,672 10
Fipancial Aid 4,127 12 5,199 13 13 7,056 12

. Total Expenditures 33,730 100 40,724 100 100 59,219 100
Reserve for Debt
Retirement 439 460 444 447

O
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BRANDEIS UNIVERSITY

USE OF ERDOWMENT INCOME BY TYPE OF EXPENDITURE '

Year Ended June 30, 1981

v

;’ Availed of

Funds - Income ro@ Current
Available for Operagions
Scholarships- ' - ._31,568,286 '
Fellowships . , 582,864
Library 7 3,239
Chairs and Faculty

Salary Funds 2,814,777
Prizes and Awards .9,521
Student Employm07?¢¢ 6,586
Research - 3.5'39
Science Develdpment 123,000
Lectures and Concerts 637291
Student Loans 1,532
General University Purposes ' ;I27,15H
Maintenance 118,521
Other - 36,590
TOTAL ' $5,459,191

’

96-494 O—82-—-5
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A)
B)

. - BRANDELS UNIVERSITY

REPORT FOR QUARTER ENDING: DECEMBER 31,

1981

SUMMARY OF THE ENDOWMENT. PORTFOLIOS
DIVERSIRICATION OF MANAGED PORTFOLIO
1) CASH/EQUIVALENTS, FIXED INCOME, EQUITIES

I

<
r »

DIVERSIFICATION OF INVESTMENTS SUPERVISED BY -

INVESTMENT COMMITTEE (v
D {




BRANDEIS UNLVERSITY

y

TRUSTEE INVESTMENT COMMITTEE

SUMMARY OF

o ENDOMWMENT PORTFOL0S

{000*S OMITTED)

MARKET VALUE - DECEMBER 31, 1981

Aruitoxt provided by Eic:

(1) {2) (3) o
CASH/ - . FIXED EQUITIES AND . INDICATED  CURRENT  TOTAL
o : ) EQUIVALENTS  INCOME CONVERTIBLES TOTAL INCOME . YIELO % RETURN
: Managed by Advisu‘r? (p.3) ) ‘2
Balanced Partfolio . $ 8,264 $20,215 '$23,611 $52,090 ‘S.4,896 9.4 o
‘Hilgh Yield Portfolio &
Separately lnvested Portf;]ips 1,072 6,691 3,893 11,656 1,342 11.5
" SUBTOTAL $ 9,336 $26,906 427,504 463,746 46,238 9.8 .
. . [y .
Supervised by Investment Committee (p.5) . ) !
‘Investments with timited Market 1;308 7,915 1,948 ' 11,771 1,111 9.4
TOTAL $11,244 $34,821 $29,452 875,511 $7,348 9.9
1) Cash/CD's and Money Market Funds
2) Bonds, Mortgages, Real Estate; Participation
3) Common Stocks {
t ]
! 2 .
Q . |
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BRANDEIS UNIVERSITY
MANAGED ENDOWMENT PORTFOLIOS
“k AT_MARKET - DECEMBER 31, 1981 : ’ e
{000'S OMITTED) N '
* CASH/ FIXED EQUITIES AND : INDICATED  CURRENT  TOTAL
EQUIVALENTS  INCOME  CONVERTIBLES  TOTAL  INCOME YIELD RETURN
Balanced Portfolio - By Managers
£l OBSR _ 3 $1,000 $ 419 812,737 $14,156  $ 802 5.7 . .
#2 - Rothschild o . 3,344 - 1,608 10,952 654 - 6.0
#4  Essex ‘ . 192 61 1,884 2,137 111 - 5.2
#5 Meyers 805 - 116 1,382 2,303 S 1 e
#6 Boston Co. ' = 2,923 19,619 - 22,542 3,152 7 14.0
“TOTAL . ~%3,264 320,215 23,611 352,090 354,896 9.4
"Separately Invested - By Managers
Beaumont 52 66 118 12 10.2
Foster - Rotnscnild 164 510 637 ¢ 1,311, 147 11.2
Heller - Rothschilg : 190 188 176 \ 554 . 62 11.2 .y
Landecker - Borg - Rotnschild 55 104 48 207 22 10.6 R
NWC - Trust 7 390 397 59 14.9
Poses - BSR 23 41 565 629 31 4.9
Rosenstie! - Essex . 105 . 1,906 2,011 82 4.1
Rosenstie! - Cormittee ’ 161 5,113 5,274 836 15.9
Ztskind - Committee 315 279 561 1,155 9t 7.9
LoraLr -7 ’ £9,336 $26.,906 $27,504 - $63,746  $6,238 9.8 3 |

i
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BRANDEIS UNIVERSITY
ENOOWMENT PORFFOLIOS,

SUPERVISEN BY INVESTMENT COMMITTEE

MARKET VALUE - DECEMBER 31, 1982

INVESTMENTS WITH LlleED MARKET

First National Bank Custodian:

Private Placements
dsrael Investments
Securities neld at Donor's Request

Brandeis Uﬁiversity Custodian:

KReal Estate Part, WISP*

Real Estate Part. - Otner Purposes

Internal Advances and Otner Non Marketable
Securities

“derrill Lynch - Custodian:

ReJoff Foundation Fund

TraL /

/

*.hen International Scnolarship Program

~ (000'S OMITTIED)

CASH/ ‘ FIXED EQUITIES AND INDICATED :
EQUIVALENTS . INCOME  CONVERTIBLES TOTAL INCOME YIELD %
$ 23 $ 756 $ 90 $ 869 $ 60 6.9
o122 845 1 968 55 5.7 -

17 562 46 625 64 10.2

w

1,382 2,148 3,530 454 12.0

' 1,060 1,060 125 . 11.8

364 2,544 2,908 261 8.7

1,811 1,811 92 5.1
1,908 7,915 1,948 11,771 1,111 9.4
’ c . “b? ;‘_’ N o .‘.} o~
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Mr Simon. Betore we proceed with our first witness, I call on my
colleague. Mr. Erdahl. for any comments he might wish to make.

Mr. ErvaHL. Thank you very much, Mr. Chairman.

I think you said it well, that we are here to learn from these
people who are experts and involved very directly in this whole
business of endowments and how important they become under
some of the retreats, one could describe them, of a commitment to
higher education that we have seen not only at the Federal, but at
the State level in many States. | think endowments become ever
more important and for certain institutions, of course, it becomes -
almost a critical situation.

While I will have to leave to get to some other meetings later on,
I will follow this with interest. I think it is so important that we do
not get into a system in this country which I fear we are possibly
embarking on where higher education is only the prerogative of a
wealthy elite that did not build our country, and cannot build it in
the future. '

Thank you very much, Mr. Chairman.

Mr. SimoN. Thank you.

We are pleased to launch this series of hearings with the execu-
tive director of the United Negro College Fund, Mr. Christopher
Edley, who will be accompanied by Dr. Frederick Patterson, who I
learned yesterday is an extremely knowledgeable person in this
whole field and has done a lot of thinking about what we do about
endowments. )

We have also Mr. William Allen, general counsel, for the UNCF,
and Mr. Niles White, the director of Government affairs, and Mr.
George Keane is going to join the group right now also, I under-
stand, from the Common Fund. . '

We are pleased to have you here.

Mr. Simon. All right, we will hear first from Mr: Edley.

I don't kmow, Mr. Patterson, Dr. Patterson, if you have any
formal statement, but I hope you wil] fee] free to contribute, just on
- the basis of the fact that, if you will forgive my saying it, you have ™
lived a vear or two longer than some of us around here and have -
accumulated a little more wisdom than some of us around here. I
know you are very knowledgeable. so feel free to speak about your

concerns. .

We will hear from Mr. Edley and then Mr. Keane and then toss
it open for questions.

Mr. Edley.

STATEMENT OF CHRISTOPHER F. EDLEY, EXECUTIVE DIRECTOR,
UNITED NEGRO COLLEGE FUND, NEW YORK..N.Y. !

Mr. EpLEy. Mr. Chairman and Mr. Erdahl, my name is Christo-
pher F. Edley. I am\the executive director of the United Negro Col-
lege Fund. I am ple to have this opportunity to speak on col-
lege endowments and the college endowment funding plan of the
United Negro College Fund.

At the outset, I would like to say that my colleague, Dr. Patter-
son, is the founder of the United Negro College Fund, having cre-
ated this organization in 1944 and having persuaded some 27 of ‘his
fellow college presidents that only through the United Negro Col-
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67 @
lege Fund could the private black colleges of America hope to sur-
vive, because of certain economic condjtions created by World War
II. The college fund has gone on to become a success. The plan that
I will be discussing with you this morning is also the brainchild of
Dreatterson, who is one of those unique individuals who con-
. ceived of this plan at the beginning of the decade of the 1970's and
worked assiduously on it until it became a reality in 1978. I hope
that we will be able to persuade you that it is, indeed, a promising
plan for the salvation not only of the private black colleges of the
country, but many other struggling small institutions across the
Nation.

It has been evident to even the most peripheral observer that the
small private college in America is faced with an economic crisis
unparalleled in its history. Equally obvious is that higher educa-
tion has reached zero hour for 1mplementing that “innovative
plan” that will rescue the private colleges from bankruptcy and
secure for them those funds so necessary to meet the ever-escalat-
ing cost of higher education. The dire predictions concerning the
fate that will befall many of our private colleges within the next 10
years if they cannot find a realistic and long-range method of rais-
ing more money must be believed. ,

The United Negro College Fund .is a consortium of 42 private
hisg‘gniically btack colleges. Endowment income provides 2 percent

—ar less of the revenues at three-quarters of our member colleges in
the year 1979-80. UNCF colleges 1979-80 endowments of $3,000 per
student were only 50 percent of the national average of $6,000.
Almost half of the UNCF colleges have total endowments of under
$1 mijllion, and many are in the $25,000 to $100,000 nominal cate-
gory. : .

There seems little doubt that the development of strong endow-
ments is one of the keys to meeting the ongoing and escalating
costs of higher education, but how can the predominantly black col-
leges increase their endowments, given the lack of wealthy alumni

- and theweluctance on the part of their major donors to make other .
than nestripted grants, and that would include the Federal Govern-
ment. :

Mr. Chairman, we at the college fund are proud of our college
endowment funding plan, which we refer to as CEFP. It was devel-
oped in May 1978, with the participation of six colleges and nine
insurance companies. The Equitable Life Assurance Society of the
United States served.as the lead lender. The college endowment
funding plan is a unjque instrument for alleviating the financial
crisis of our member institutions. Its basic concepts were developed
by Dr. Patterson, the founder of UNCF, who is with us.’

The endowment plan unit combines gifts secured by the colleges
with loans from insurance companies for 25-year investment pack-
ages. A college raising $300,000 in gift money is given a bonus of
$50,000 by the United Negro College Fund. These funds are com-
bined with a loan of $400,000 from the insurance industry. During
the life of this investment earned income provides funds for yearly
operating expenses for the college. Insurance companies through
their program of corporate social responsibility make loans availa-
ble at a discount rate below the investment rate. This makes it pos-
sible for the principal to generate a margin of surplus investment

7o
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income. A significant feature of CEFP is that interest only is paid
on the loan for the first 15 years and then the loan is retired at the
rate of 10 percent during the final 10 years of the investment.
Much thought has been given in recent years to the formulation
of plans for assisting institutions in the creation of endowments of
sufficient amounts so as to produce large institutional income. It is
believed that the new challenge grant program of title III of the
Higher Education Act would serve as one model. The UNCF has .
already drafted and recommended to the administration a techni-
cal amendment to title III that will allow existing challenge grant
resources to be used in a highly leveraged way for direct endow-
ment building. A
It is the view of the college fund that the difficulty in raising gift
moneys can be substantially reduced if the challenge grant moneys
now available under title III permitted those matching funds raised
by the college to be combined with the challenge grant funds as a’
part of the investment units operating under the college endow-
ment funding plan. This approach offers a feasible avenue to
achieving the status of self-sufficiency expressed. in reauthorized
title Il provisions of 1980. Exclusion of challenge grant matching
for endowment building eliminates the most practical and feasible
approach to attaining self-sufficiency. Co '
Regulations require that “an institution cannot duplicate in
whole or in part, previously funded activities under the institution-
al aid programs.” This means the assumption of additional costs
under new programs must be funded from non-Federal sources.
The present provisions without endowment building do not address
the need of devéloping colleges to meet escalating current costs and
obtain the additional moneys required to maintain support for
these new programs.
As you well know, foundations tend to provide support for col-
leges the same way. Here is support for 2 or 3 years and when'that
. -support ends, you should continue it on through your own re- -’ B
¢« &*sources, and that is asking an impossible task.:Colleges that have’, .
. ““received such grants have time and time again failed to be able to -
carry on the foundation that it initially funded. =
Permitting endowment building as a feature of challenge grant "
matching will effectively combine cooperation betiween the private
sector and the Federal Government. This combination will achieve
maximum and stable financial results with minimum governmen-
tal input. . _
The adaptability of the college endowment funding plan to meet
varying needs and requirements is possibly its greatest asset. If
such a plan, or some variation of the basic scheme, were to become
a reality, participating institutions would benefit in a number of
direct and indirect ways.
In our submission to the committee, we have listed some seven
pi)ints of advantages that flow from the college endowment fund"ng
plan. v
1 know that there is a concern as to how many colleges might be
able to participate in a college endowment funding plan with Fed-
eral involvement. I would submit to you that institutions that have \
participated in title III programs could be delineated. For example,
one could suggest that schools that have participated in title III':
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programs for 3 years or 5 years or 7 years would be eligible to use
the matching grant funds for endowment building purposes. Even
this yardstick or some other yardstick would enable the program to
be started at a relatively modest cost and would allow for a study
and appraisal of the results.

It is our belief that enormous sums of private money can be gen- °

erated through the motivation, the carrot, if you will, of Federal
funds that must be leveraged, whether it is on a 50-percent match-
ing basis or even a 1-to-5 matching basis is a question of judgment.
But we believe that whatever the matching level is, whatever the

leverage factor required by Congress, it would release ‘enormous:

sums of money, and already has in the history of the program that
we have put in place, which is a unique combination of American
capitalism and charitable purpose and social responsibility.

The insurance companies, in our earlier submission we indicated
to you, had committed a total of $16 million to this program al-
ready and just recently the Equitable Life Assurance Society has
pledged another $1 million, bringing to $17 million the contribu-
tion from American business for this plan and which has required
for every $400,000 of insurahce money lent at below market inter-
est rates, the institutions to come up with $350,000 of their own; so
you can already see that the leverage is working.

. My colleague, Dr. Keane, George Keane, will be talking about
some of the business aspects of the program.-

If I might take one moment to underscore this from persenal ex-
perience, at one time I was a program officer at the Ford Founda-
tion. I had the opportunity to develop a grant, Mr. Simon,.in your
State at the University of Chicago. We were interested in working
with the University of Chicago to create a Criminal Justice Study
Center at the law school and Norvel Morris was to be the head of it
at that time. He later went on to become the dean of the law

school:. The. prOJeCt was to, cost $1 million to create that Criminal - -

~ Justice Center“and® was to be mantamec! at an- axpendlture rate of' o
* $200,000 for 5 years:" * ) '

In the middle of the negotlatlons the unlver51ty challenged me
and the foundation, by saying that if we could match this money
and have $2 million, we could put it in an endowment and fund the
Criminal Justice Institute indefinitely. Will this be permissible?

I was relatively new at the foundation. I went back, thinking this
is a great idea instead of petering away $200,000 a year for 5 years.

I ran into the policy that the Ford Foundation does not make en®

dowment grants, which compelled our grant to be made 'in the

—-

original way of $1 million to be expended over 5 years and prevent-

ing the permanent establishment of that institution.

That 1s the most concrete example I can give you of how money
that is spent annually can be leveraged in a way with the addition
of other funds to create somethmg that is permanent and long
range.

Thank you.

[The prepared statement of Christopher F. Edley follows:]
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PrepPARED STATEMENT OF CHRISTOPHER F. EpLEY, Execumive DiRecTOR, UNITED
NeGio CoLLEGE Funp, New York, NY.

Mr., Chattman,” =y name, is Christopher F. Edley. I am the

Fxecutive Director of the United Negro College Fund. 1 am v
pleased to have this opportunity to speak on College Endow-

ment and the College Endowment Funding Plan of éhe United

Newro tollege Fund. g% . 4

It has been evident to even the most g:ripheral observer
that the small private college in America is faced with an
economic crisis unparalleled in its history. Equally obvious
i, that higher education has reached zero hour for implementing
that "inpovative plan" that will rescue the private colleges
from bankruptcy uand sécure for them those funds so necessar¥
‘tuo meeting the ever escalating cost of higher education. The
dite predictions concerning the fate that will befall meny

v gt our private colleges within the next ten years if they cannot
tind a realistic and long-range method of raising more money

must be believed.

The United \egro Cullege Fund is a consortium of 42
prlvate historically Black colleges. Endowment income ptovided
only 4 percent of the revenues at UNCF colleges in 1979-80.  UNCF
colleges' 1979-80 endowments of $3,028 per student were only
2.7 percent of the national average of $5,741. Almost half of

the UNCF colleges have total endowments of under $1 mlllion

:% f, v Thﬂre Seems little doubt’that the development of strong»
’¢nd0wments‘is one of the keys to meeting the on- gofng and
‘escalating costs ‘of higher education, but how can the predominantly

Black cullegés increase their endowments, given the lack of .
wealthv alumni and reluctince on the part of their major donors

to make other than restricted grants.
%H. Chairman, we at the College Fund are proud of our
College Fndowment Funding Plan (CLFP). It was developed in

May, 1978 with the prarlcipation of six colleges and nine

insurance companies. The Equitable Life Assurance Society

h




O

CERIC

Aruntext provided by eric [N

w .om ’

&f the United States »veved as lead lender. The CEFP is a
unique 1nstfumenf for alleviating the financial crisis of our
member institutions. Its basic concepts were developed by

br. Frederick D, Patterson, the founder of UNCF.

- ;
The Endowment Plan combines g8ifts secured by the colleges

with loans froy 1nsurance‘ﬁaMpdn1es for 25-year investment
pavkages. A college raising $300,000 in gift money is given a
bonus of §50,000 by UNCF. These Yunds are combined with a loan
of $400,000 from the insurance industry. During the 1ife of the
fnvestment earned income provides funds for yearly operating
expenses for the college. lnsurance companies through theif
program of Corporate Social Responsibility make loans available
at a discount rate below the investment rate. This makes it
pussible for the principal to generate a margin of surplus
fuvestment income. A significant feature of CEFP is that only
interest fs paid on the loan for the first fifteen years

and the lvan is retired at the rate of ten percent during the

tf%al ten vears of the investment.

Much thought has becn given in recent years to the
formu¥ation of plans for assisting institutfons in the creation
-
of endpwments of sufficient amounts so as to produce large

fnstitutional income. 1t is believed that the new Challenge

.Qrdnt frogram_gf Title 111 of the Higher Education Ac[’would

®
to Title LTI that will allow Challenge Grantsrescurces to be

FSerPwashogé,mndel. The UNCF has-drafted a Technical Amendment

used for direct endowwment building.

N
.

It is the view of the College Fund, that the difficulty in

raising gift monfes can be substantially reduced if the Challenge

‘Grant Sonies now available under Title ITI permitted those

matvhing funds raised by the college to be combined with the
- ' b
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ChalYenge Grant -tunds as o part Lf the investment units vperating
under CEFP. This approvach offers a feasible avenue to achiéving
the status of self-sufficiency expressed in reauthorized Title
111 provisions of 1980. Exclusion of Challenge Crant matching
for endowment building éliminates the most'bractical and feasible

approach to attaining self-sufficiency.

Regulations require that "an institution cannot duélicute”
in whole og in part; previously funded activities under the
lnktikuclonal aid programs." This means the assumption of
additional costs under new programs musSt be funded from non-
federal sources. The present provisions without endowment\building
do not address the need of developing colleges to, meet escalating
current costs and obtain the additional monies required to

maintain support for new programs.

Permifting endowment building-a§-a feature of challenge
grant matching will effectively combine cooperation between
the prlQnte sector and the federal'governgent. Tﬁis combdination
will achieve maximum and stable fin;ncial results with minimum
government input. Endowment building through Challenge Crant
funds will greatly enhance the capabilities of participating
institutions to seek and obtain additional support. The combined
effort of the public and private sectors w;ll hasten achievement
of the goal of institutional self-sufficiency. The proposed
plan has been tested and has proven sound and therefore fully

achieveable. v - ' s

The adaptabifity‘of the CEFP to meet varying needs and
requirements is possibly its greatest asset. If 'such a plan,
or-.some variation of the basic scheme, were to become a

reality, participating institutions would benefit in number

of direct and indirect ways.

¢? sy
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o Fitst, %uch a plan provides a method for the
creation of institutional revenues that does
not alter or compromise the institutional
v ‘objectives of colleges and universities. .
Institutions would not have to alter or bend their
" guals Iin order to participate. B
o Secgnd, participation would provide for a con-
> ‘ tipbous flow of budget income %o institutions
in‘predetermined amounts and over a specific
period of time.

b
by

o Third, income from the sndowment protfolio would
be unrestricted and could be expanded in accord-
! ance with institutional priorities and needs, :

. o Fourth, private donors would be provided with an
additional incentive to contribute to institu-
tions. Unrestricted giving would be stimulated \
and Testricted giving that stldeated an expenq1—
ture of funds over and extended period would be
erdcouraged.

o Fifth, institutions would be encouraged to develop
and to exercise their own private fund-raising
capabilities. There also would be an incentive to
formulate long-term institutional development,
plans as a key factor in convincing prospective
donors of the importance of their conmtinoation.

o Sixth, the increasing importance of endowment
income in institutional finance would encourage
colleges and universities to provide more effective
financial management of .their portfolios and
and budgets. '

o Seventh, by enlarging the base of institutional
support through sufficient amounts of endowmenfincome,
there would be a redoction in the pressure for .
cuntinuing tuition increases. This would benefit
not only those students who are able to pay, but
those in ne;d as well, for they willf require small
amounts of financial aid. P»r

-

Mr. Chairman, enclosed with'my stateme
which indicate the success of our endowmen&gurog¥am. These
Fact Sheets list the parficipating‘mqyber insgzvhtion and
insurance cumpanies. Let me adg‘thac by tge end of 1981,
‘nineteen colleges had invested $24 million in thirty-three
Units, while twenty-one insurance companies had mgde loans
of $16 million. A funding mechanism to generate $67 million
i{n endowment and only $29 million in budget expenses is in
piace. _Since the Plan was jnitiated, participating colleges
will have increased their endowments at maturity by over 90

'
percent.

ERIC o
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UNEIED NEGRU (OLIFGE FUND, INC
COLLEGE ENDOWMENT FUNDING PROCRAM.

Participating Insurance Comﬁanies

Loan Pledges

AEINA LIFE AND CASUALTY, Hartford, Conn.
AMERICAN KEPUBLIC INSURANCE CUMPANY, Des Moines,lowa
ATLANTA LIFE INSURANCE COMPANY, Atlanta, Georgia

COLONIAL LIFE AND ACCIDEQT INSURANCE COMPANY,
Columbia, SC by !

‘(GNNECjICUT MUTUAL LIFE, Hartford, Conn.

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE U.S.A.,
New York, NY

FIDELITY BAWKEFRS LIFE INSURANCE COMPANY,
Richmond, VA

HOME BLVEF’CIE& LIFE INSURANCE LOWPAhY
Richmond, VA"

LITE INSURINCE COMPANY OF VIRGINIA, Richmond, VA

LINCOLN XATIONAL LIFE INSURANCE COMPANY, Fort Wavne,

LUTHERAN BRyUHEKHOOD, Minneapolis, MN R

MUTUAL BENEFIT L%FE INSURANCE COMPANY, Newark, NJ

NORTH CAROLINA MUTUAL, Durham, NC

NORTHWESTERN MATIONAL LIFE INSURANCE COMPANY,
Minneapolis, MN

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA,
Newark, NJ

SOUTHWESTERN LIFE, Dallas, TX

'LNIVERSAL LIFE I\bURA\LE COMPANY, Memphis, TN

BOOKER T. WASHINGTONgINSURALCE COMPANY,
Birmingham, AL -

TRAVELERS INSURANCE COMPAN£E§< Hartford, Conn.
; Subtotal

Second plegde of LUTHERAN.BROTHERHOOD
CONNECTICUT MUTUAL
MUTUAL BENEFIT LIFE
,SACHUSETTS MUTUAL
TRAVEL ERS
"AETNA LIFE
THE HARTFORD GROUP

Total

N

Aruitoxt provided by Eic:

$1,500,000
225,000
250,000

100,000
400,000

3,000,000
50,000

150,000
200,000
IN 400,000
400,000
400,000
125,000

500,000
e

3,000,000
250,000
200,000

200,000
1,000,000
$12,350,000

400,000
400,000
400,000
400,000
750,000
750,000
__ 600,000

$16,050,000
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| ‘ ANNUAL OPERATING INCOME  ENDOWMENT AT
INST T d LN L TUTAL OF INVESTMENT PACKAGES* DURING A 25 YEAR PERIOD MATURLTY
. .
BESEDLCT COLLEGE (0 nnits) ' $4,500,000 $5,511,188 . $14,536,840
BENNETT COLLEGE " 750,000 924,731 3,073,818
BSHur COLLELE e . 750,000 _ 778,081 : 1,232,947
_CLAFLIN QULLEGE 750,000 : 924,731 * 3,073,818
DILLARD UNIVERSITY (2 units) , 1,500,000 1,749,738 3,690,000
FISK (NIVERSITY 750,000 g - 778,081 ' 1,232,947
) LIDIYNL-OWED COLLIGE -~ Y 750,000 ® , 828,433 1,463,811
LIVINGSION CILLEGE 750,000 ' . 921,605 2,226,889
DAKRODD UOLLECE ° . 750,000 828,133 1,463,811
PAINE COLLECE > 750,000 921,605 . 2,226,889
RUST COLLEGE (3 naizs) ' 2,250,000 . 2,658,806 6,656,017
SATEERRGUSTINE'S COLLEGE (4 anity) T 3,000,000 . 3,549,148 9,607,472
TALLADLGA COLLEGE o . 750,000 921,605 . 2,226,889
TOUGALOY COLLEGE 750,000 ‘ 955,994 2,349,252
TUSKEGFE INSTITUTE €3 nits) ' . 2,250,000 2,690,069 5,931,451
VLanINTA UNTON UnIVERSTTY 750,00 778,081 . 1,232,947
URORHATS COLLIGE (2 wnits) . 1,500,000 L 1,784,127 .. 3,813,063
WULBFEL HACE UNTUERSTIY . 750,000 828,133 1,464,811
GAVIRE D STVERSTY 750,000 ' 828,133 1,464,811
TOTALS $24,750,000%% 529,160,122 $68,967,183
fhdewnet il Anwsal Operating lacome = §98,127,305 ’ T
A An investmenr Vackapge = $750,000
#% Funds now in 4 custndy accomt of the Chase Manhattan Bank
Al ‘ -
. December 1981 -~
Q e :
ER ~ T e
. s :




Gife Amount - $3%0,000
Loan apfunt - 500,000 |

. AVAILABLE
TOTAL AMOURT  1Ivuist oR SN 8 CUSINUY "CURRENT . roTAL LOAN FOR TRANSFER LOAN REINVESIED
' sl ErRay TAN _FLI EXPLDITURLS LAPINSLES BATANCES  TOR REIN TMENT PAYMENTS FUNDS 111

1,160 Wiy 34,000 78,857 L0O,DO0 24,418 26,418
54,208

87,275

123,979

164,721

209,944

260,142

315,R62

377,711

46,363

1,000 0,051 23,218 521,235
32,040 £, 305 21,970 602,958
13, 24t #2001 20.672 ' 692,224
38, LETCES) 19,322 789,822
V7,0 wLELS 17,458 896,501
Va6 LY 406,000 16,458 40,000 90y U84
e B3.SIL - 360,000 19,764 1,053,221
ALY kO, 226 320,000 23,049 1,150,200
[RNAT) 77,026 280,000 26,251 ) O e sy
Q7 7 73,888 240,000 29,387 To” 1,388,515
v, 184 JU,820 . 200,000 32,455 ~=&},532,877
RN 67,623 160,600 35,452 : 1,696,445
FL 3,900 120,000 18,375 ’ 1,831,250
62,054 BOL0D0 4,221 - 2,089,543

59,288 40,000 43,987 2,323,818

.

Taal cartent espambitutes over - Rernvestod bundg - '$2,373,818
St opeary, Wi AT escalation - Orlginal Fuvestment 750,000

wecsaning 1ith year - £924,731 Total Ladowment

Aruitoxt provided by Eic:




OPERATIONS TO DATE OF COLLEGE ENDOWMENT FUNDING PLAN

Colleges

Endowment & Budget.
Funds by Maturicy

Lending Insurance
Companies

Gift money of SJDO;OdO
plus $50,000 from UNCF
for each college

GROUP 1

#ishop College
[ Fisk University

Rust- College

5t, Augustine's College
Tuskegee [nstitute

Virginia Union University

GROUP T{

tenedict College
illard University

gakwuod College

“vorhees College

Vilberforce Universicy

favier University

Lemoyne-Owen College
has a variation of the
Plan with .5400,000 pift
money $330G0,000 from
Cprivate sdutftes with

Y W

o From U\

ERIC

Aruntext providea oy enic [ICHE

25~Year Program

Endowmenﬂ 7,397,682
Budget: T 4,668,486
Total $12,066,168

Investment - 8.277%
Returns

Endowment 8,782,866
Budget 4,968,798

Total $13,750,664.

Investment - 10.35%
Returns

Endowment 1,463,811
Budget 828,133

Total $2,291,944

S Investment - 10.35%

American Repbulic Insurance Co.
Booker T. Washington Ins. Co.
Equitable Life Assurance Society
of the U.S. Lo
fidelity Bankers Life Ins. Co.

~

‘Home Beneficial Life ILns. Co.

Life Ins, Co. of Virginia

. North Carolina Mutual

Southwestern Liﬁe .
Universal Life Inburance Co

Aetna Life-and Casualty

Colonial Life & Accident Ins. Co.

tquitable Life Assurance Society
of the U.S.

Lincoln National Life Ins. Co.

Lutheran Brotherhood

Northwestern National Life Ins. Co.

$225,000
200,000

1,000,000
50,000

150,000
200,000
125,000
. 250,000
7200,000

. .750,000. .
1005000 "

500,000

400,000 -

400,000
250,000




College Budowment Funding Plan

U SO N
silezes
3

(Cont'd.)

Endowment & Budget
Funds by Maturity

Lending Insurance
Companies

SRovre 1t .
Levediet College (2 unics)
Yust College
. fougaloo Colleyge
Tuskegee Institute
(2 units)
Vuoorhees College

'“H.' 1v
Tnedict College
“ illard Unfversity
L;vingstone College
“alne Lollebe -
Sl Augubtine 8 College
ialladega College

JGROUP ¥
fenedict College (2 units)
Beanet College

LI Claflin College
' Rust College .
St. Augustine's College
{2 units) -
ac" °
Q . .

ERIC

P : ‘ )

‘Endowment $16,444,764,
Budget 6,691,958
Total 23,136,7228

Investment - 11,01%
Retutrns

Endowment $13,361,334
Budger 5,529,630
Total 18,890,964

Investment - 10.76%
Returns

-
Endowment $21,516,726

Budget 6,473,117
Total 27,989,843 -

Investment - 13,77%

Returns ‘4 B

C

Aetna Life & Casulny‘

Aetna Life and Casualrey
Connecticut Mutual Life
Equitable Life Assurance Society

of the U.S. ‘ )
Prudential Insdrance Co.
America

The Travelers Insurance Companies
Northwestern ‘National Life Ins. Co.

.

2

Aetna Life and Casualty

Atlanta Life Insurance-Co.

Lquitable Life Assyrance Socie
of the U.S.

Mutual Benefit Life Ins. Cxl

Prudential Insurance Co. Of
America’” *

The rravelers Insurance Companies

Equfcable Life Assurance Sotiety
of the Y.S. .
Hartford Group '’
Lutheran Brotherhood
Massachusetts Mutual - }
Mutual Benefit Tife Ins. Co. - ° ’
Prudential Ins. Co. of ‘America-
The Travelers Ins. Companies .

500,000

400,000 -

. 500 000 .

500,000
400,000 -

500,000
650,000"

500,000
250,000

250,000
250,000 -

500,000
400,000

500,000

250, 0005

500,000
300,000

200,000
250, ooo‘

400 00@
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. Coldege Endowment Fundiﬂg Plan (Cont'd.)

\ -

total Invegrment by Colleges
-

Total endowment &
budget funds for 5
groups & Lemoyne-

Fhe above insurance companies made available

floif&ng spread of 1) to 2% below cosct.)
’ otal invested by Insurance Companies for
Owen College e =
$11,650,000 - $98,127,305 3 groups - $12,800,000
. . ) Total Insurance Pledges
- . : $16,050,000 \
~ s S .
) -
‘ .
. ¢ ' ) "
v ;
~ ' -
~
¥ s
. w3
S4q . :
.i
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Center for C'orporate Public Involvement

Amencan Council of Life insurance
L ) Health Insurance Association of America ~

Stanley G Karson, Director o . «

April 21, 1982

Mr. Niles C. White

Director of Governmental Affairs . L.
United Negro College Fund B
1420 K Street, N, W,

Washington, D. C. 20005

‘Dear Niles:

I am happy to provide the following information about
support from the life and health insurance business for the
College Endowment Funding Plan.

On November 29 1978 the insurance industry's.Committee
on Corporate Social Responsibility endorsed the College
Endowment Fundxng Plan and recommended 1t to member companies.
The Committee is composed of 17 leading’ ‘chief executive
officers who meet guarterly to establish policy and. take actidns
on ‘corporate public involvement issues for the life and health i
insurance business. Since the 1978 meeting periodic reports :
have been made to the Committee on the Fund. The Committee has*§\\
continued its str¥ong and enthusiastic support. ’

Thank Qc’m for the opportunity to express our interest.
Sincerely,
M i e .

Stnanley G. Karson

SGK:bt .

¢

[}
1850 K Street, N.W., Washington, D.C. 20006 . 202-862-4047

it :

T
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Mr. Simon. We thank you very much.
“Mr. Keane.

STATEMENT OF GEORGE F. KEANE, PRESIDENT, THE COMMON
. FUND, FAIRFIELD, CONN.

. CA , .

Mr. KeaNe. Good morning, Mr. Chairman, and Congresssman
"Erdahl. : : n ‘

Tharik you for the opportunity to come here and support the pro-
posal that Dr. Edley and Dr. Patterson have-been working on.

I am the president of the Common Fund, which is a nonprofit or-
ganization created 10 years ago and which was intended for the
sole purpose of helping colleges do a better job of managing invest-
ment. We are working with colleges in Illinois and in Minnesota .
and many other States, so we are quite familiar with what is hap-
penipg in the college endowment scene, and the need for endow-
ment, particularly as other sources of support are in decline and
the colleges are facing increasing financial problems.

I have also in previous periods worked with institutions under
various title III programs, hélping them to improve their manage-
ment of their academic programs.

I have served as a trustee of the Molten Institute, which is an-
other one of Dr. Patterson’s creations, which has been an assisting’
agency to many of the black. colleges, particularly in developing
programs for self-improvement under-title III. The title III program
has been a most worthwhile program. ' ‘ »

As Chris mentioned, one of the drawbacks not only to the title
III program as it has been structured, but also to private founda-
tion grants, is what Dr. Patterson likes to call the waterfall effect. -
You flow along the river very nicely with the help of grants and
programs, but when the grant period ends, you come to the water-
fall and the coflege then is left with the increased costs that have
been generated by the programs for improving the management of
the educational program of the institution.

What we ar@ trying to do in stressing endowment building is to
take a portion of these funds and structure a program that will
build for the long term, as Mr. Simon has suggested in his opening"
remarks, to give a permanent undergirding to some of the pro-
grams of improvement and support. :

As in' the written statement I submitted, the essence of CEFPg: .
the college endowment funding plan, is to combine gifts and gran
in a 25-year program of investment, which will generate some
income for current operating purposes, while accumulating and re-
investing the remainder of the income; so we invest money, we
spénd part of it for current purposes and we reinvest and accumu-
late, some of it. v ‘ :

During the final 10 years of the plan, the amount that we bor-
rowed at the beginning is repaid, so ‘at the end of the 25-year
period; we h%ve accumulated an endowment fund that is free and
clear.and can supgort at an ongoing level indefinitely into the
future the activities which the program originally started out to de-

" velop. : : : ‘

I think it will be clear if I could refer to a table that was in the
material that I sent to the committee earlier this week. This is a
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table which illustrates the operation of the &llege endowment
funding plan for what we -have been working with so far in the ap-
plication of this plan as a single unit.

This shows the operation of a unit comprised of $350, 000 of gifts
and grants raised from various sources and $400,000 of loan funds
for a combined $750,000. We have used $750,000, not because there
is anything magic about 1it, it just seemed to be a practical level
that we were able to deal with in the 40 or 41 colleges who. are
members of the United Negro College Fund and for whom Dr. Pat-
terson has developed this program.

We have so far put it into effect for Just over half of those col-
leges, and ‘have put in place ‘about $20 million of new funds that
eventually will grow to be somewhere between $60 million and $70
million over the next 25 years. .

The way it works on a single-unit basis is illustrated in this
table. If I can refer you to the upper left-hand corner, we are as-
suming here that title III might supply, for example $150,000
which would be matched by $150,000 to be faised by the participat-
ing college. Those that are members of the United Negro College
Fund could also obtain from the UNCF capital fundraising drive a
supplemental or bonus contribution from UNCF for $50,000 and we
have at least some forward commitments from the participating in-
surance companies to make additional loan funds avallable at a
discounted rate for the amount of $400,000.

So we start with $750,000 in total. We invest the -$750,000 in
long-term corporate and government bonds, and we are using
bonds even understanding that long term the returns on bonds
historically have been lower than those on stocks, but nevertheless,
stocks have such a wide variability -in price that we did not think it
appropriate as a form of investment for money that involved lever-
age and borrowed funds and a commitment to a loan contract.

So we have chosen, instead, to invest the funds t are bor-
rowed. from the insurance companies in 30-year U.S./Government

" securities. Those securities are guaranteed nonrefundable for the

first 25 years of their lifetime, so we:are assured by buying long.

governments that we can have a fixed interest rate on the money

“invested for a period of 25 years that we can count on and that

rate at the present time is running around 13% percent per year.

The remainder of the funds. are invested in long-term corporate
bonds. These are high-grade utility, telephone company, and indus-
trial bonds, mostly United States. We have used some Canadian
utilities, bedause they have longer interest rate guarantee periods
on them, byt primarily U.S. securities, which do not guarantee us
interest foréver, because the bonds can be refunded by the corpora-
tions at their option if interest-rates go lower in the future, but we
usually have 5- to 10-year call protection and can invest money at a
rate around 14% to 15 percent currently.

The combined sum then is invested in a combination ,of govern-
ment and corporate bonds and the last group that we put together,
which was in December of last year, the average rate on the invest-
ments turned out to be 13.77 percent; so I have used that actual
rate in the last group to illustrate the operation of the plan.

So in the table if we start with $750,000, in the first year we gen-
erate $103,000 of income, $103,275, of investment income.

(<
-

Al
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Now, from that money that we have earned, we are going to pay
several items. First of ull, we have to pay interest on the loan and
by agreement with the participating insurance companies, they
charge us a rate on the loan which is 2 percent below the average
rate on the investments; so here the rate was 11.77 and we pay in-
terest on the loan only on $400,000. We do not owe any interest on
the $350,000, so our interest cost is $47,080. -

There is a small Federal tax even to exempt organizations such
as colleges if they earn interest on borrowed funds, so we have pro-
vided for the payment of that tax. )

There is also a custody fee. In this case it is being paid to the
Chase Manhattan Bank, which acts as the holder of the securities,
collects the interest, makes%he distributions for the colleges for the
payment to the insurance companies of their interest, and provides
safekeeping for the securities. They have charged a nominal rate of
$2,500 a year for that service per six-college group. We have been
putting these together typically in groups of six colleges at a time
in order to have a large enough sum of money in order to make the
investments more diversified and also .to obtain some economy of
scale in operation; so the Chase Bank has been charging $2,500 per
year by a group and if you divide that by six, that is where the
$417 custody fee comes from.

We also provide in this particular arrangement for payment to
the college of 10 percent of the $300,000 that they get on their own
. and from the grant; so they get $30,000 beginning in the first year

to meet current expenditures, which could be for scholarships or

" for salaries or whatever purpose the college would use endowment
income. That is entirely at the discretion of the college, although in"

.a program that was based in part on funds from title III, it could
be designated if you so chose for a scholarship or for a particular
purpose. It could be limited. We do not limit it in the application so
far in the real life use of the plan. . .

The total expenses, adding-together the interest on the loan, the
Federal tax, the custody fee, the current expenditurs, all adds up to
$78.857, which means that we have not spent the whole $103,000.
We have $24,418 excess income for reinvestment and we are pro-
jecting here that that money will be reinvested at an interest rate
of 11 percent. That is an arbitrary’ number I have picked for illus-
tration. It is lower than rates that are available today, but at the
same timeswe have interest rates today that are much higher than
they have been historically, so to be a little more conservative, 1
used 11 as the interest rate projecting the reinvestment of the
money. ¢ o

You will notice that the loan balance, which is $400,000 in the
first year, continues at that level down to the 16th year when we
begin to pay it off. -

Now, each subsequent year we repeat the same process, except
that each year we have a little more money to reinvest and a little
more accumulated and that shows in the far right column.

Now, beginning in the 10th year in this application, and I might

. say this is a flexible program, you can devise a lot of variations on

it but this is a particular pRactical way that we have worked it out;
in this arrangement, under the current expenditure column, begin-

ning in the 10th year we start-increasing the amount that the.col-
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lege has available each year by 4 percent. That is simply a nominal
adjustment to recognige the fact that their cdsts are increasing and
each year they continue to receive payments; beginning in the 16th
year we start to pay down $40,000 a ‘year, 10 percent of our
$400,000 loan, and by the end of the 25th year, we have paid off the
loan. We have accumulated $2,323,000 of reinvested income and we
have also still got our original $750,000. As we paid the loan off, we
have the original $400,000 that we borrowed, plus the $350,000 gifts
and grants, so we have about $3 million.

Also, you will notice under the current expenditures that we

have generated $954,000 in this projection-as current income to the
college to be used for scholarships or other purposes.

So this is an unusual plan. It was the brainchild of Dr. Patterson
and he can tell you much more eloquently than I can the pressing
need for this and the way this came about in his mind. It is a
unique combination of challenging colleges to raise funds on their

own efforts, ‘getting the participation of the corporate community, .
and building something over a long-term period of time that pro- ‘

“ vides ongoing and permanent support for a group of colleges.

I would also point out to you that in this illustration, and per-

haps we are being-too modest in suggesting that the title III por-
tion of this would be one-fifth, 150 out of 750 on a unit basis, but on
that basis the multiple private funds to title III funds would be 5 to
1 and in terms of the ultimate accumulation of money, it is 20 to 1,
and that is a pretty good ratio. ‘

STATEMENT OF FREDERICK D. PATTERSON, FOUNDER, UNITED
' NEGRO COLLEGE FUND

‘Mr. SimON. Dr. Patterson, do you want to add anything to what
has been said? .

Mr. ParrersoN. Thank you very much, Mr. Chairman. I would
like to make a few comments. :

First of all, I would like to express my appreciation for the op-

portunity to be a part of this hearing. Second, I want to express

gratitude as well to Chris Edley and the college-fund for the way
they have supported this financially and with guidance, and the re-

lationship to the colleges which has made it possible for the plan to -

succeed. I would like to express my appreciation to George Keane,
who has done a remarkable job with his committee in giving us
advice. ‘
This plan does not pretend to maximize return. It maximizes
return consistent with security of principle, and that is all we
claim for.it. By the way, it interrelates the effort of the colleges

and the proposed relationship to the Federal Governiment, the

bonus money of the United Negro College Fund, and the-loans
from the insurance companies- giving us a unique combination
which - we think is the answer if the Government will take a part-
nership arrangement. .

You graciously referred to my age. May I say that I have lived

long enough to be the leading authority on college deficits. Those.
deficits come about, as Chris Edley has said, because the colleges in

their struggle really for sustaining funds find it almost impossible
to get anything other than restricted -funds. Now, the interesting

5
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part of this planthat T would like to point out is that this makes it’

possible to use restricted funds. The restricted grant money " be-
comes a part of the formula whose primary purpose 1s to generate
the sustaining support which the restricted fund defhands, and
which the maturity of the grant makes no longer possible. e
. 1 think the role of the insurance companies has been absolutely
magnificent. I believe that they will take even a greater hand. 1
would like to bring to ‘the attention of the committee a letter
signed by the chairman of the Committee orf’Corporate Bpsiness
Involvement, addressed to Dr. Melady, of the Office of Assistant
Secretary for Postsecondary Education: S ,

The Committee for Corporate Public Involvement of the life and health insurance
industry endorses the request you have made on behall of the black colleges to
modify the provisions of the governing challenge grant program of Title IIl.- These
challenge grants have been made available as a means of assisting colleges to
become self-sufficient. Urnfortunately, grant conditions, bK ruling out endowment
building. will‘not achieye the intended purpose because the institutions concerned
cann_gi obeain the funds made necessary by the cost levels challenge grants make
possible.

To use challenge grant money, Mr. Chairnian, simply to create ..

college development¥officers is really going over the ground that
title 11 has permitted almost from the beginning. The real need is
not in terms of more college development officers, although I admit

the turnover is great, and you cannot get college development offi--

cers who are too well trained. The fact is, the pool of resources

place what title III has done in building a jcost picture into the con-
tinuing budget. So, that is why we say that the challenge grant
should -follow the language that the National Endowment for the
Humanities has used, that says this: ' '

The unigueness of challenge grants program is aiming to achieve an institution’s
financial stability, is such that Federal funds and non-Federal funds or matching
contributions may be used to build up cash or contingency reserves, and to increase
endowment, funds or accounts of similar kind which bear interest or otherwise work
to the financial advantage of the institution.” . . ' N .

these development officers must call on Is too limited ever to re-

‘The principal goal, then, is to help 'g“'uarantee the long-term sta- -

_ bility and financial independence of the institution. I feel that we
have. As a matter of fact, in discussing this they said even our
grants mdy become a part of the UNCF challenge grant program

as long as the original purpose for which the endowment grant 1s -~

made is carried out, but funds generated over and above that may
then go to the general support of the institution. . :

I would also like to call the committee’s attention to the fact that
we have had a new develapment recently. in that the Charles
Stuart Mott Foundation has given; or plans to give, $1 million to 10
of the public colleges so that they too may build endowments for
programs which the State will not pay for."And as you have so
wisely said, under reducing enrollments may have .even less money
* to enrich what they offer to students. They will use $100,000 as
their bonus equivalent of the UNCF.. . ‘

I would also mention that each of these plans demands action on
the part of the college. It is not a handout. It is a challenge so that
they must-respond, and I do not know of any way to strengthen the
fund raising macpigsry better than giving them an achievable
challenge. An unachievable challenge is very discouraging. I do not
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‘believe any funds spent by the Gévernment to help colleges can’
‘have more long-runge good than making it possible for the colleges
of their own effort«to match out these funds so that they can really
and truly become stabilized diyd Self-supporting over the years to
come? o o .

That is because endowment building is a 25-year program. It is
not something you do and then stop. It is something you keep on_
doing. Harvard is asking fdr a few more million to add to their 1%#

"billion in endowment. So these somewhat poor colleges take one
unit of endowment and don’t think they are anywhere at all. -

The plan as we originally projected it said that a college with
1,000 students, if they are going to haye $1,000 of endowment per
student, need at least $20 million® of endowment to achieve that

.goal. I do not think that is an impossibility.. One of our colleges, , .

Benedict College in South Carolia, now has six units, and they
.have something like $14,700,000, and this is just what they have

.. been able to do since the program has started. So, I believe we

could not come to you with a more promising offer if thé Govern- -
ment is willing to join hands with private industry in terms of
~ loans, in terms of gifts, and in terms of what the United Negro Col- .

lege Fund can do. The college fund has expressed a willingness to'

work with the public as well as the private colleges in terms of this
particular program. ‘ . ' :
. Thank you very much. ,

Mr. Sivon. I thank you, not only for what you had te say, but for
your leadership in this whole area.

‘Are there other schools other than UNCF schools that are doing

. anything like this, Mr. Keane? - A :

Mr. KeaNE. There are not. The program was developed originally

by Dr. Patterson, and there were a number of us who worked on -
trying to refine it and formulate an investment structure that
would make it work. We had put it into operation now for 21 col-
leges, all of whom are members of UNCF. There is no reason that
the concept could not be extended to any educational endowment
fund. ‘ ,. ‘

Mr. Epeey. I might comment that the American Council on Edu-
cation, upon being exposed to the plan 2 or 3 years ago, asked per-
mission to print it, and they did so in a very handsome form with
many of the research studies that predated the institution of the
plan, and cirdilated it nationally so that it is a plan that is in the

" hands of colleges across the country. I might say that in the early ,
stages one of our-fears, as that plan was being made public, was
that the small, predominantly white colleges across the country
would beat us to the punch-and institute the plan. A number of
them have shown interest, but I do not think they have actually
gotten off the ground as yet. | ‘

Mr. Stmon. The plan really strikes me as a great idea, and I am
going: to take the libérty of dropping a note of personal commenda
tion to each of the insurance companies involved. :

. Mr~PATTERSON. May | comment to say, sir, that I think most
gratifying is that six of the .companies that originally invested have
repeated their investment without any change. in the formula
whatever, and this does not come through their philanthropic pro-

N




i R7

gram. Their investment officers are the ones who must pass on the
planning. Thev have seen fit to authorfze repeats. ‘

Mr. Simon. Let me play the devil's d4dvocate here for a little bit.
What you are basically suggesting, at lgast temporarily, is that we
increase title III. I agree with you, Dr. Patterson, that if we really
want to help colleges, we at this point not only to improve, but I
think to shore up quality in the country, we have to be talking
about endowment. One of the problems with title III is, we already
have way more applicants than we have money available, and
there are those who will say you are just thinning it out even fur-
ther when you do this, and not really solving any problems. How
do you respond to that? » h

- Mr. EpLey. Well, first we concentrate and look at the matching
grants portion, the $9 million addition to your $120 million in title
III. We worked very hard to get the previous administration to pro- '
pose to Congress the $9 million for the express purpose of funding
the college endowment funding plan: Somewhere through the nego- -
tiation process, the endowment negotiation was stricken from it,
and that is the money, that $9 million of supplemental funds, that
there should be a technical amendment saying the $9 million or a
portion of it can be used for endowment building purposes in the
highly leveraged way.

We realize that it is only a foot in the door, but we think it is a
very important foot in the door; that it would allow a demonstra-
tion of what could be accomplished. Many institutions would prefer
to use many of those funds in a different way, but that is the basic
idea, and as we said, we have requested the administration to make
a technical amendment. Our point on that technical amendment is
that it would require no new funds. It would merely make endow-
ment building one of the eptions in that supplemental matching
grams portion, and Congress would have the time to look. But, we -
also hope that you in your wisdom would consider this idea that we
have discussed in its broad parameters, its broader imbortance to
all of higher education, and particularly the smaller, struggling col-
leges that have demonstrated a desire and iriterest in rebuilding on
a limited basis, that something might be done even apart from the-
supplemental matching grants portion of title IIIL.

Mr. SiMoN. The natural vehicle for doing something in a very
substantial way is the Higher Education Act when it comes up for
reauthorization. That does not come up for reauthorization until
1985. Now we presumably, starting next year, will be moving into
the process, and maybe in 1984 actually reauthorizing. I do not
know. We have not even discussed all that yet. . .

Mr. PatTERSON. Mr. Chairman, is this an annual sum, this $9
million? Will that come up in another year to be an additional ap-
propriation? \ v .

Mr. Simon. That is correct..

Mr. PatTeERson. TitledII started with $5 million, and I confident-
ly believe that this effort demonstrates, as Mr. Edley has said, its
effectiveness. Al the evidence we have suggests that at the end
these other institutions will be helping to insist on more funds. I do
‘not know how the Govesnment can spend a similar sum of money
that can do so much good for the struggling institutions that would

?
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be a matter of concern not only of 'the colleges the black colleges,
but all institutions.
" Mr. SimoN. | do not want to read something into what you are
saying, Dr. Patterson, but what you are saying really is, if we took
the $129 million, even if you do not increase the total in title III,
but you took more of it for the challenge grant and made that
available for endowment building, that yow would do more for
these developing institutions.
Mr. PaTTERSON. I am confident that/is-tfue, because year after
year we have been—I do not like the word ‘“‘threatening,” but that
is the term we use—threatening to discontinue title III and let the
colleges fall flat without the sustaining funds. The only reason the
college seeks a title III grant that is different from the one it had
last. is because it cannot get it for the purpose it had last. So, it is
the way in which it tries to keep itself alive, but if we can move
that to the point where the endowment sustains the grants and the
level of costs already done, I just think that this is the way the
whole fundraising machinery should be focused. We are not against
restricted grants. We are against the restricted grant that leaves a
consequence that the college is not able to develop

Mr. EpLey. IT'T might say a further word in support of that. By
definition our member colleges are among the most struggling-
accredited colleges in the Nation. There may be some unaccredited
colleges out there in even worse shape. We aré& struggling financial-
ly, and yet despite that, since 1978, 22 of our institutions have
elected to go out and raise $300,000, some of them several times,
and then getting our bonus, to put.this hard earned, desperately
needed money that you would logically expect them to be putting
into current operating budget, into the endowment plan. In their
wisdom they know that they must -build for tomorrow. I do -not
think you can find a stronger testimony. If you give a hungry man
money and he saves a portion of it.instead of buying bread, that is
an act of character, strength and determmatlon (y

Mr. SiMoN. And wisdom.

Mr. EpLEY. And wisdom.

Mr. SimoN. You are corréct. I could n\)t agree with you more. |
am just throwing something out here, and I am not speaking for .
anyone, not even suggesting this mlght become available, but let us
suppose we reauthorize a Higher Education Act, and part of the
reauthorization of the Higher Education Act, let us just say a 5-
year reauthorization, or a 3-year authorization at $1 billion a year,
which sounds like a lot of money. Bit as you pointed out, Harvard
has almost $2 billion ‘endowment, the University of Texas has
almost $2 billion endowment, so nationally $3 billion is not a lot-of
money.

Mr. PATTERSON. Distributed over the universe of colleges it is
very little.

Mr. Simon. That is correct. What if you had $1 billion available
that you could for 3 years -make available to the colleges and uni-
versities of this Nation on some kind of a challenge grant basis?
What would you think of the idea? How would you proceed? How
do you make sure, in case you did not want to encourage the Har-
vards of the Nation, but obviously schools with the greatest need?
Any thoughts just random thoughts? .
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Mr. Parrerson. | think, Mr. Chairman, that the place to begin is
with a college of little or no endowment. You would put some sort
of ceiling on participatiori. That would be the simplest-way to do it,
and say a college having so many students and less endowment
than $1,000 per student, would be the eligible institution, and you
would take most of the ones that we want to help: The other thing
_is that the United Negro College Fund just completed a $50 million

campaign, and believe it or not, raised $60 million. One-half of that
is to be used in endowment building in the form of the $50,000
bonus. You can almost match out the kind of money you are talk-
ing about with bonus funds as the colleges who are halfway home
without Federal money, and the other half they ltaye to go out and
dig for. I just think you will give fundraising the ¥ad of shot in
the arm it has never had in terms of insfitutions at that level. The
big institutions, it is not a problem. \ , 4

Mr. EpLey. 1 believe you throw out some additional yardstick. 1
agree with everything Dr. Patterson said, but in some of the defini-.
tions that have been thrown out from time .to time with regard to
the percentage of students in particular colleges who are receiving
Federal financial aid, Pell grants, and so forth, that is also a pretty
good yardstick because there is a correlation between the number
of impoverished students on a campus and the size of the endow-
ment. That is strange, but it is a true yardstick that is there. There
could also be a notion of set-aside, and as I mentioned earlier, there
could be a requirement that schools that have already gone .
through the arduous task of qualifying for title III grants would be
the ones that would be eligible for this more advanced graduation
program, a program where you are looking forward to institutions
perhaps someday graduating from the title III stage and becoming
established institutions instead of developing institutions.

Right.now, I think that pool of developing colleges as defined by
the administFation is about 800 in number, which is a ludicrously
large number of institutions. We would also hope that in connec-
tion with the notion of set-aside or something akin to that, there
should be some recognition of the historical obligation of the Feder-
al Government to do something special in promoting the education-
al attainments of the great grandchildren of former slaves, and the
same thing can be said for Indians and perhaps Spanish-speaking
populations. We believe that we have made noble and great prog-
ress, but that only within the past decade and a half has the Feder-
al Government paid particular attention to these institutions that
have literally educated a race of people, and we think some addi-
tional recognition is due. .-

If I just might end on a point that the yardstick ¢ould take into .
consideration the fact that our institutions are uniqte. I just cite
one example, Tuskegee Institute, our largest member 1nsthe college
fund, has 3,500 students.

Mr. Simon. If I may interrupt, I note that the former president
of Tuskegee Institute is here. We are honored tq have him.

Mr. EpLey. He can correct me if I misstate. o-thirds of these
3,500 students receive total financial support based on the financial
disadvantaged nature of the students and their parents. There are
not very many institutions in America that have students ranging
from two-thirds to 90 percent who require, not drawdown a week,
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‘but require financial support if they are to continue ‘their educa-

tion.

Mr. Keane. Mr. Chairman, just as a sidelight, you mentioned Dr.
Foster being here, former president of Tuskegee. I think it is an
interesting and unusual fact that Tuskegee, which celebrated its
100th anniversary this past year, has only had four presidents in
that time. and two of them are here. Dr. Pattersor is here.

Mr. PATTERSON. One is déad and the other is in office. .

Mr. KeaNE. Right, but Dr. Patterson and Dr. Edley’s remarks in
response to your question about the possibility of some new initia-
tive focused on where the maney ought to go. or hopefully that the
black colleges will be able to benefit from such a program because
of the efforts that they have put into their work and into endow-
ment building. I would second that; I have no disagreement with
that. - . : i

I did want to respond to perhaps another point you were getting,
at in your question; that is, what would the impact of some major
new thrust of government toward endowment building generally,
for all colleges, be. I think that there is evidence from many chal-
lenge grant programs that foundations have sponsored that col-
leges do respond as symphony orchestras respond to chal nge
grants, and a ratio of 2 or 3 to 1; that is, the institution having to
raise $2 or 33 for each dollar under the grant program, seems to be
a manageable level of challenge. In that context, $! billion a year
over a period of 3 years, $3 billion could raise a total of, let us say,
$10 or $12 billion of new money, and that would be a very substan- -
tial increase in"the long-term asset base of higher education in the

.United States.

‘The present aggregate of all endowment funds of the U.S. col-
leges, 1 would estimate to be about $22 billion, and about half of
that is held by fewer than 10 institutions. So, that means: most in-
stitutions over the past 100 years have accumulated relatively little
in the way of endowment assets, and the opportunity to make a
dramatic increase in this kind of long term, permanent base would
be a great step forward, I believe. But, it is a tough program to

. work out. You would have an awful hard time developing the rules,

too, but it would have a tremendous impact.

-—--—-1 might also say, by the way, in response to what Dr. Patterson

-

was commenting on, present title III appropriations, where this $9
million was tentatively earmarked a year ago, could presumably be
designated for this purpesefﬁaejtween now and 1985, It might be an
interesting demonstration project to make available $9 million or
$10 million a year for a-few years, which under this formula would
develop over $100 million of new endowment assets in that short-
space of time. That would be a very significant denenstratiory
project. .

Mr. Simon. We thank you all very much fotour testimony.

This is my colleague, Mr. Weiss of New York, who has joined us:
and shares a real interest. in this field. : -

We thank you not only for your testimony, but for what you are

- doing. .
Mr. Simon. Our final witness this morning is Dr. Martha
Church, president of Hood College, Frederick, Md. .
L T

—J
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Dr. Church has been willing to come down here on short notice,
and we appreciate that, -

STATEMENT OF MARTHA CHURCH, PRESIDENT, HOOD COLLEGE,
. ‘ FREDERICK, MD.

Ms. CHURCH. Mr. Chairman and Mr. Weiss, I am Martha Church,
president of Hood College, a liberal arts college for women located .
in Frederick, Md. We have approximately 11,000 undergraduate
students and about 700 part-time graduate students. I welcome the '

" opportunity, even though it surfaced yesterday afternoon, to share “f

some thoughts with you. i

I have one other item of information to say about my back- ~ * |

ground. I served for 4 -years as the associate director of the Middle
States Commission on Higher Education. During that tenure I :

worked with well over 100 to 150, colleges and universities in the .-

Middle Atlantic area, so that what I am ‘about to saysindicates

more than just familiarity with Hood (Bllege. I am vey "'«{amilia_r-"" .

witt? the financing and the planning of probably more than 100 to
125 to 150 institutions in my general area. T .
It is evident to me that Hood is atypical of most colleges and uni-
versities of the United States in that it has a modest endowment of
approximately $10 million. Among the 3,000 or so colleges and uni-
versities in the United States, there are perhaps 100 to 125 that
haye substantial endowments, and I would say that w e-SOme
thing over $25 million. I checked that with Mr. Kgeneos
funds are being seriously eroded by inflation, i fod-. were
- among those institutions suffering that problém. We are not.
have approximately, by market-value, a littlé over $10 million; $2.5-
million of those funds are in a special restricted account where
both the investment and the use of the moneys are prescribed by
the nature of the gift we have received, so it leaves us a small por- .
tion to look at and to invest as wisely as possible. ‘

It has been a written and unwritten law never to use up that
money for expendable problems or purposes during a given year.
We used approximately 6 to 7 percent of the earnings, and this rep-
resents approximately 5 to 6 percent of our budget in a given year.

Our portfolio is managed by a firm in Baltimore. We are spend-
ing some money now to make certain that the investment and pro-
cedures of the college are as wise as we can make them. We .are
using a firm called Cambridge Associates. They are walking "us
through what ought to be used, what ought to be returned and re-
invested in the portfolio so that there will be funds available in the
future, and that we do not imprudently take more than we should.
Cambridge Associates is saying to us, “Run the high side of using
earnings. It ought to be around 4 to 5 percent, rather than 6 to 7 .
percent.” That represents some strain to me.

I wonder if there is anything else that the college has squirreled
away that it might make use of. It does have undeveloped land, but
our neighbors are so loving of that land that they have appealed a
zoning decision we have requested which would permit some devel-
opment: It is unliket§ that land will ever be available to us because
it will be blocked consistently in the courts, and it is the last avail-

1
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able green-acreage in Frederick City. There is not much left even
in the county. » : ‘ '

I have a very different problem. From the exciting opportunities
you have just heard about, it would never have occurred to our
trustees to think about touching the endowment in any way in

terms of its own thoughts of lending out that money until we ana-.

' -

lyzed the impact not only of the 1982-83 budget cuts as proposed
and now very much in place, and now the 1983-84 items, which are
under discussion at the present time. S .

I believe you have in your félders the impact of Presidént Rea-
gan’s proposed rescissions both in 1982 and 1983, and they lay out
for you the worry for the college that there could well be several
hundred students not on the campus next year and the budgetary
" impact of that if they see the institution getting out of their price
range. We are ahalyzing attrition at this point. Spring, April 15,
marks not only income tax day, but the day when the students in-
dicate whether indeed they are going to seek back their room de-
posit and leave the college. For the first time, even though attrition
is down, for the first time the very explicit reason of expenses is
- now being labeled for the reason for transferring out. The transfers
are all into the public sector. They do not relate to the program at
all, there is a regret on the part of students who have identified
finances as the reason for leaving. They feel that even with what
we have done, what we have put in place, that our fees that are
‘now beyond $8,200 are beyond their families’ capabilities of carry-
ing them. So our program overlap isn’t substantial. We are not 1n
‘competition with similar private colleges because our programs are
not primarily duplicated in the public sector. A

What we did in order to respond to the cuts that are already in
place in Federal programs, we moved from 8.7 percent of a $9.4
million budget, the current budget, we have moved the funding for

financial aid up to 10 percent out of a $10.2 million budget pro-

ppsed for 1982-83. We figure we cannot go beyond that figure with-
odt toppling the financial structure of the college. When too much
money is tied up in your aid program, it requires us to withdraw
the basic fringe benefit that was going to be offered for the first
time to all of us at the college, and that is to pay Blue Cross-Blue
Shield, which all other companies, industries, and businesses pay.
We have had to withdraw that in order to fund what has disap-
_peared from the Federal programs.

This-spring we spent time laying out an installment plan and we -

expect to push very hard. I have visited clubs all over the eastern

part of the United States. I am virtually every day visiting with a

group. I have been to Virginia Beach this week. I was in Annapolis
last night. I will be in Harrisburg on Saturday at noontime and
Williamsport that night trying to lay the groundwork for much
more in the way of giving to replace the meneys we have had to
move into the financial aid area. ‘ :

I also spent a good deal of time this spring visiting with the
banks in Maryland. We found the banks interested, but very will-
ing to put the burden of all the risks on the college. If we were
willing to invest $5 million of our money in certificates. of deposit
at Maryland National Bank, they would consider lending out at 18
percent, with us taking any risk on the prime going up. Now the
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usury fates, the cap, has been released in Maryland to 33 percent \
under $1,000 and 24 percent over $1,000. The colléges, the trustees '
just looked at that,”they could not afford being in the lending busi-
ness through a bank when we werge going to have to match or pull
out from our resources a floating differential between what was
being lent out over what the prime would lend, even though we
know it might go lower. That is not exactly what we are hearing as

y a prognostication, a prediction. o

We talked with the local banks. In our town it is important that u
we survive as an industry, as we are aroundythe 1tth or 12th larg- .*.
est employer in the Frederick County area. We thought they would
be more responsive. Their plan was to tie a lending-program to a
floating rate of interest on Treasury bills.

Again the college looked at that and recognized all the risks
again were on us. | did talk with several of the insurance compa-
nies, well aware of this initiative that you have just-heard about, te
see whether or not some of the major life insurance companies— - -
and I talked to the spouse of a Hood graduate who has been the
chair of the board of John Hancock, newly retired—to see if indeed
the industry could see its way to setting up something that  would
look similar to the guaranteed student loan program, with pay-

/ ment on interest during college and then payment on interest and
principal after college. The response from John Hancock was inter-
esting in that the amount of available money that they have to -
invest has bedn rediced substantially, given the number-of us who
are borrowing ife insurance policies issued a while aga and the
cash flow problems they are up against. The earliest they saw :evén
being able to entertain a massive proposal, which is in front of the
American Council on Life Insurance in the rangg of $300 million as.v
a possible loan program is 1 year to 2 years away. I returned then
to the college very discouraged, with no possibility of finding a -
lending institution outside of the college itself; so that the beard
did vote to lend from ‘its own endowment, an unpalatable choice,

. . but it felt it had no other choice but to see the loss of several hun-
dred students. Translate that by $8,000 apiece and they recognized
that would be a greater disaster for the endowment to absorb; so
that what we did was talk with legal counsel in)\Baltimore. We
were aware since a supplemental loan program was being looked at
and has been passed with about a year to bring it into place in

»  Maryland that the licensure laws have now been so rewritten to

¢ omit colleges as having to seek licensure. We have been lending in
BSL moneys and have not had proper licensure. The State did not
know it and we did no¥know it. Therefore, they have clarified an
item that we did not even know we were not in compliance with;
but the clearante is there from the legal counsel saying that what
you are doing is really choosing to invest, not in stocks and bonds,
but in your own students. ) .
Therefore; there is nothing on the books of Maryland statutes

that would foreclose that activity. What we are choosing to do is to.

take and we have mapped it out and we have put a cap on it. It N

will be approximately $1,900,000 that will be put into a loan fund

and in an 8-year period it does become self-funding. It will be self-

renewed and in the process charging 15 percent interest with 12

percent of that going into the endowment with the board reserving

-
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the right in the fall-for review. They are very_ nervous over what
may happen to interest rates. They also recognize that if the stock
market improves, this money is not available, to be used to better
advantage. We have locked it out, any kind ‘of investment that .
would improve -the total return of .the cbllege, and that worries
them. Although they do not, expect the stock market to improve,

they recognize they have locked away now a portion of the money.

We probably do this when some colleges might not be able to enter
this kind of program, with the assurance that we are among‘the
cblleges with.a relatively low default rate and that we are control-
ling the risks at the college and we are not subject to the risks as
they float to us in a changing scene out in the marketplace within
the bank structures.

What we have done Is put into place a loan program, one that we
hope nobody will use. But we think, we recognize there is,approxi-
mately $1,300,00Q that was borrowed by some of our students and,
their parents this year that will not be available under the new
GSL rulings in terms of eligibility and $500,000 does not go very
far to meeting that $1,300,000. We hope enough students will opt
for an installment plan which puts them clear of interest rates at
the end of the year and puts them back afresh to put out the
money the following year, because our plan is not inexpensive fo
parents in the long term. It does make us nervous that we have
moved jin on our endowments in a-way that our board had never
considered as prudent up to this year. This is the lesser of two
evils.

This is what I am prepared\ to share with you this morrning. 1
think { am fairly typical now of other colleges of similar size which
are launching ‘a program that will have some- aSpects of our pro-
gram. Some may be charging lower interest ratgs because they
figure they can absorb more of that from the en wment. This is
what we felt we could bear.

That is our story.

Mr. Simon. Thank you very much.

First, this is not the purpose of this hearlng, but wifht you' are

et

talklng about is, in fact, if the requests of the administration go

through on student assistance, that your college 1ncreas1ng1y is be-
coming an upper income school.
. Ms. CHUrcH. That is right, or it will not have students and it will
become a less affluent school in terms of its ability to meet its bills.
I mean, we either will. have the lew-income student and the:very
affluent student and we will be missing the middle-income stu-
dents, and we may just be smaller as a result of that.

Mr. SiMON. And a school .that does not have that economlc mix,
is it missing something educat10nally'7

Ms. CuURrcH. I think it is missing something extraordlnary I
think that is a tragic fact, if we are moved to begin to recruit in
the direction of those that can pay bills. I would regret that, be-
cause I fought long and hard and I think many others have fought
long and hard for access and choice and it is removing access and
choice.

Mr. SiMoN. As I understand it, you are using about 67 percent of
your endowment income for college.

IYIs. CuurcH. Sjx to seven percent.
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Mr. Simon. Oh, 6 to 7 percent.

Ms. CHURCH. Six toseven, yes. * ,

Mr. Simon. But you use all the income from the endowment, that
6 to 7 percent is made up of total income from the,endowment. Do
you reinvest endowment funds? . \

Ms. CHURCH. We are earning in the vicinity of 10" to 12-percent
and what we are doing is taking approximately 6 to 7 percent to go
for current operating expenses and the remainder is being plowed
back in. .

. Mr. Simon. I see. . s

Ms. CHURCH. We are being told that is on the high side" to take
because inflation is eroding what you are plowing back in. °
" Mr. SiMON. You heard the discussion before from the gentlemen

associated with the United Negro College Fund. What if we eventu-
ally worked out a system and you are right at the outting ed'ge
when they talk about $1,000 per student, you would be at that cut-
ting edge. What if we worked out a system, and again I am just
tossing out figures, I am not suggesting this is what the statute
would authorize; but let us just say that the Federal Government
below $1,000 per student would match 75 cents for every dollar
that a school would raise. When you are above $1,000, it might be
50 cents or 40 cents. Does some kind of graduated formula strike
you as being fair? ) . : .

Ms. CHURCH. Yes, because I think all of us recognize thaf the
large endowments are tied up in a very tiny number of institutions,
so that when you move to the rest of us, some sort of graduated or
phasé in would be appropriate. You leave out only that top numbeér
who are going to have the wealthy alumni die off at some point in
the future. Most of the rest of us don’t have that type of affluence
among our graduates, so that something in the way of a graduated
program would be good. As I listen to you talk, the whole area that
is nqt being helped by our earnings at all at this point is long term
renovations. We have got to find a way to move up the size of the
‘endowment and the challenge grant is one of thie most effective
tools. We have just come through a challenge gyant relating ‘to a
facility that burned on the campus that needed tp be replaced and
the leveraging of two foundations brought the res of the money in.
It is a veny effective tool. . : ’

I am acutely conscious that what is not available anywhere, and
I am switching a little off your topic, is someplace to turn now for
a long-term, low-interest loan, that you could pay back through
some of your earnings in the endowment in order to renovate
buildings. All of us are facing very costly rewdiring and replumbing
of buildings with o way to generaté the funds, either out of the
endowment or out of costs, your charges that you are charging to
students. Along the side we have accumulating another kind of
problem that is going to eat us alive. We have spent this spring
hunting anywhere for anything that might be a way where we
could pay it back, suck’as the HUD loans, on a 3-percent basis.
That is manageable, 'but if it is 10 to 12 percent, which seems to be
what the bonds are now, there igyno way we could afford the mil-
lion dollar loan that we need for one building. '

So to come back to your question, that is one of thg most exciting
éoncepts I have heard and if it comes through in any kind of form,
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and ['think if it touches 90 percent of th institutions in coun-
" try, because your public institutions have heir foundatl;xbsiiwell
for leveraging, I think it would spark things for every one
" of us and would be, I thi , & more palatable use of money, because’
the husinessmen on my board are not happy with the defaults and
the other things that they are aware of including subsidizing of in-
terest rates. A¥ some point I have concluded that probably is going
to be a‘'program that will be scal ea down. , .

Ms. CHURrcH. We would be interested if there is some{\hmg that
emerges that puts the responsibility on us in a challenging way,
recognizing I could not leverage my banks to help me. Théy really
felt that fhe stockholders must sde that there is no undue risks
have fo-be taken by the banks. The insurance company questfoned
me, “What is in jt for us?” .

[ would say, "It is future life insurance pOlle users that feel
good about being helped while they are in college.”

That is not a“great deal of help, but being able to respond
through your corporate giving, through the private individual, [
think .a numper ¢f us would be glad to respond to you as you try
out different formuli.

Mr. SiMoN. Mr. Weiss.'

Mr. WEeiss. Thank you, Mr. Chairman. I have no other questions.

[ admlre all of you who are struggling with a problem that really is
society’s problem, but we tend to think it as yours. Far too many<of
us think so.

Mr. SimoN. Thank you Let me just add one other general com-
ment why I think all this is important. What we have seen in the
elementary and secondary schools is some slipping of quality in
teachers; those we attract, those we retain. I think if colleges are in

* a squeeze, we are going to see the same problem at the college
level, and the last'thing this country needs is a double wha of,%

makmg college inaccessible to people, and in the process segregat
ing by economics. The second thing we do not need is any diminu-
_ tion in quality in our institutions. So, I -hope we can gradually
move in a direction that can be of assistance not only to FHood and
Tuskegee, but to all the schools in our country.

Ms. CHurcH. T think the response I would make is, when you
look at our salary situations and see why the math teachers are
not going to go into math and teaching in the schools, if there is a
$10,000 or $12,000 differential, we are in the same- bind at, the col-
%ﬂge level in terms of hiring in particular areas, because the well #

alified computer science person is not going to be in the college.
Our salaries in the private sector with the exception of Hopkins in
Maryland, are running 20 percent behind the public sector. We like »
tosthink we are attracting good people, and there is a surplus in
some of the fields, but in these prime areas that are going to be
supportmg some of ‘our technological developments in the future,,
this is where they are going to private companies. I am not sure’
how we are going to prepare students in the future, when we are
going to have inadequate facilities and perhaps less well prepared
-and less well qualified people. We have gotten the dregs of what is
available ‘on:the market, and that does not bode well for the abso-
lutely cutting edge talent emerging from our colleges, though- it
emerges from some who have gott¢n thése substantial endowments.
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But for the rest of us weBre going to have d hard time making
those ends meet and Reeping up the pricé tags that you put on a
faculty member. . '

_ Mr. SimoN. And that has implications for the country.

Mr. Weiss. I havé one questiof. You had indicated, Ms. Church,

on the problems with the banks and their.unwillingness to assume
the risk. Maybe this is too soen yet, but do you have the kind of
student body that would be affected by the changes we. made in the
law as far as qualifications for the program? What experience have’
you had so far as fa as the financidl lending institutions’ willing-
ness to continue to participate in that loan program? :
. Ms. CHURS_H.-ACtua“y, what'is interesting is that the Maryland
banks -have ¢hosen not to go along with the PLUS program, and
that says something. That is one of the options we indjcate on our
array of. possible choices, and that is something that some of the
States have moved in on. Our banks do not think there is going to
be the rollover that they wotild like to count on, so PLUS/ALAS is
not even-an option availabje to Maryland students. - :

Mr. Wriss. How about the need test for over $30,000 family
income students? ) . ,

. Ms. CHUrcH. That'is the key problem. That is what we see in
lace right now. Our students’ parents earn about $25,000° to
540.000, and for most of them they are just over the edge so that
they may qualify for some aid, but their real problem is to meet
what is viewed as their. contribution to the total cost. What they
had been able to do is, perhaps, through their child borrowing a -
part of what was needed, and then balancing it.out on their side of
meeting the need, and that is the piece that has been cut away.
The affluence of our parents caps at around $40,000 to $45,000. The

majority of our parents are in that $30,000 range.

Mr. WEIss. O‘ff just over.

Ms. CHURCH. Just over. Just ‘out of the line of action, line of ac-
tivlilty, and some still may qualify given the number of children in
college. ‘ .

Mr. Weiss. One of the concerns that we had last year based on
prior_history was that because of the additional paperwork, the
processing work involved for our banks, the lending institutions
would be less interested in granting or accepting those loan appli-
cations at all. Now, apparently we haye not yet gotten enough his-
tory. . ,J ’

Ms. Cuurch. That is right. N
Mr. WEeiss. We have not gotten enough history on that, but J sus-
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" pect that this coming school year you will start getting information

on that if this happens.

Ms. CHURCH. It is going to be hard to track for the person that
goes and finds out they may not have the eligibility or did not mieet
the criteria, and then just opted out for the public sector. So, for
our purposes, we will not know about it betause they will not have
been an applicant, and unless we can track why we lost them we
may not get this history until we can track it for seyeral years,
until we can really nail down what the activity was at éﬁ banks in
terms of final choice. Most colleges similar to mine, r ly do not
know what the population will look like next fall. Our applications
are up substantially, but I warned the board not to get overly en-
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couraged by that because deposi re' running way behind last .

year, which means they are hanging™an to their money and they
are going to make the choice after they see what is possible this
summer, which has me a nervous wreck in terms of the amount of
money I have committed to salaries.

That is what goes back to this endowment. We have limited our

options on what we can fall back on. We ‘can only bail ourselves *

out, if we have a bad year, several really bad deficits,.then we are
up against nothing more that we can pull out because the fundrais-
ing has increased substantially, but if you really have.a bad year
- most of us at the $25,000 college’do not have anything to fall back

on. As an example, you have a range of Catholic colleges with the-

endowment walking around. They do need to eat and be housed
and be clothed. Tb.éy are walking endowments in most of the
Catholic colleges. It is tied up in services not reimbursed in terms
of their pattern of handling funding.

So, we really ‘do not know. Our banks have been responsive, cer-
tainly, but I think as they looked at the facets of defaults and
looked at the prlme rate, which they could not predict, and cost ‘of
actually processing these loans, they needed"to add on 3 tol4 per-
cent onto perhaps the 18 before they could label that this indeed
was not losing money for the bank.

Mr. Simon. We thank you very, very much You have the advan-
tage and the disadvantage of being near Washington, D.C., and we
.may be calling on you again as we try and feel our way and sense
where we ought to be going with this problem.

Thank you very much. - T w

The hearing stands adjourned.

[Whereupon, at 10:45 the subcommittee was adjourned.]
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