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APPROVAL OF THE TRANSITION AGREEMENT BETWEEN THE
OAKLAND UNIVERSITY FOUNDATION AND OAKLAND UNIVERSITY
Introduction: The role of the Oakland University Foundation (Foundation) is to advocate in the community and raise philanthropic resources for Oakland University (University).  In an effort to streamline operations and focus on its mission to fund raise on behalf of the University, the Foundation is requesting that the University accept the financial assets and liabilities of the Foundation.  

Streamlining of operations and the ability to invest and manage a larger endowment portfolio is expected to reduce management fees and should result in faster growth and savings by eliminating redundancy.  Because of changes in accounting standards mandated by the Governmental Accounting Standards Board, the Foundation’s financials are now reported in the University’s audited financial statements negating the need to have separate accounting functions.

The Foundation will continue as a non-profit corporation.  It is the intention of the Foundation directors to focus their efforts on helping the University to expand its fund raising and immediately to assist with enlisting financial support to fund priorities outlined in the case for “Innovation and Opportunity:  The Campaign for Oakland University.”

Attached is a copy of a Transition Agreement between Oakland University Foundation and Oakland University.  The agreement was prepared by the Office of the General Counsel and the Foundation’s counsel, is in compliance with the law and University policies and regulations and conforms to the legal standards and policies of the Board of Trustees.  In addition, the University has obtained favorable tax opinions from bond counsel relative to the assumption of a Foundation loan that supports a bond issuance, and tax counsel relative to the maintenance of the University’s and the Foundation’s tax-exempt status after the University’s acceptance of the Foundation’s financial assets and liabilities.  Finally, the Michigan Attorney General has been consulted and has advised that the Attorney General, on behalf of the Charitable Trust Section, has no objections to the proposed transfer of the Foundation’s financial assets and liabilities to the University.

The Foundation directors approved the Transition Agreement between Oakland University Foundation and Oakland University at its January 23, 2006 Board meeting.
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Recommendation:  
WHEREAS, Oakland University and the Oakland University Foundation believe that transparency of their independent operations is imperative, and that the Governmental Accounting Standards Board mandated inclusion of the Foundation’s financial reports in the University’s financial statements no longer make it beneficial to maintain separate accounting systems, and that consolidating the endowment and financial operations of the Foundation into the University will eliminate redundancies and inefficiencies; and
WHEREAS, the consolidation of the endowment and financial operations of the Foundation into the University will be accomplished by a Transition Agreement between the Foundation and the University that will effect the transfer of substantially all of the Foundation’s assets and liabilities to the University; and 

WHEREAS, the Foundation desires to refine and focus its role as an advocate for the University in the community and raise philanthropic resources for the benefit of the University; now, therefore, be it
RESOLVED, that the Board of Trustees hereby approves the Transition Agreement between the Oakland University Foundation and Oakland University attached to this Resolution; and, be it further

RESOLVED, that the Board of Trustees hereby authorizes and directs the President to execute and deliver the Transition Agreement between the Oakland University Foundation and Oakland University and the Assignment and Assumption Agreement attached thereto as Schedule 11; and, be it further
RESOLVED, that the Vice President for Finance and Administration shall at all times hold, and shall not expend, unrestricted Assets (as the term Assets is defined in the Transition Agreement) received from the Oakland University Foundation, in an amount that is at least equal to the outstanding balance on the loan evidenced by the Oakland University Foundation Loan Agreement dated September 1, 1998 that will be assumed by Oakland University; and, be it further

RESOLVED, that the President shall appoint the Vice President for Finance and Administration as the Oakland University director on the Oakland University Foundation Board of Directors; and be it further
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RESOLVED, that in the performance of duties as the Oakland University director on the Oakland University Foundation Board of Directors, the Vice President for Finance and Administration shall at all times act in compliance with the law, University policies and regulations, and the legal standards and policies of the Board of Trustees including without limitation contracting limitations and obtaining requisite Board of Trustee approval; and be it further   

RESOLVED, that the Board of Trustees hereby authorizes and directs the President, and the President’s designees, to do any and all things necessary to give effect to the Transition Agreement between the Oakland University Foundation and Oakland University, and the performance of all other acts of whatever nature necessary to effect and carry out the authority conferred by this Resolution, to execute and deliver all papers, documents, certificates, and other instruments that may be required to give effect to the Transition Agreement between the Oakland University Foundation and Oakland University, or for carrying out such authority, or to evidence the exercise thereof; and, be it further
RESOLVED, that prior to execution and delivery of any papers, documents, certificates, or other instruments that may be required to give effect to the Transition Agreement between the Oakland University Foundation and Oakland University, all such papers, documents, certificates, and other instruments shall be reviewed and approved by the Office of the General Counsel, and shall be in compliance with the law and University policies and regulations and shall conform to the legal standards and policies of the Board of Trustees.
Previous Board Action:  None

Budgetary Implications:  Assets totaling $15,008,303, conditional pledges of $16,164,870, and liabilities of $5,189,977 would be transferred from the Foundation to the University (valued as of November 30, 2005).  The anticipated annual expenses for Foundation professional fees, insurance, meeting expenses, and materials are not expected to exceed $50,000 and will be funded by the University’s unrestricted revenues.
Educational Implications:  None

Personnel Implications:  None
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Attachments:  
A.  
Transition Agreement between Oakland University Foundation         and Oakland University








Submitted to the President








on_________________, 2006 by








______________________________







Susan Davies Goepp

Vice President for University Relations

Recommended on ____________, 2006
to the Board for approval by

_________________________________

Gary D. Russi

President
