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Agendum 
Oakland University
Board of Trustees 
Finance, Audit and Investment Committee 

June 25, 2008
INVESTMENT OF POSTEMPLOYMENT HEALTHCARE RESERVES 

1.
Division and Department:  Finance and Administration
2.
Introduction:  Oakland University provides access to healthcare coverage to seven distinct employee groups, and provides varying degrees of subsidies to each group.  These subsidies result in a liability for the University. The University has worked to reduce this liability through changes in our postemployment benefits to include the discontinuation of this subsidy to all new hires and elimination of the 4% growth of the subsidy.  

Commencing with the fiscal year ending June 30, 2008, the University is required to account for and report the postemployment medical coverage under the accounting requirements of Statement No. 45 of the Governmental Accounting Standards Board, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions (GASB 45).  The University is not required to fund this liability, however, calculation of this liability includes many factors, one of which is the expected rate of return on investments used to fund these postemployment benefits.  The University has been contributing annually to a reserve with the intent that over time it would assist in covering the cost of paying for the postemployment benefits.  This reserve currently valued at $6,568,146 is accounted for in the Retirement and Insurance Funds and is invested according to the University’s Pooled Cash Investment Policy with primarily a short to intermediate-term investment strategy.  The Retirement and Insurance Reserve noted above for postemployment benefits should be viewed as a long-term asset and invested accordingly.  These funds should therefore be transferred from the Retirement and Insurance Funds to a Quasi-Endowment Fund and invested in the endowment pool.  The University will continue to contribute funds to the Quasi-Endowment to cover current costs and offset future liabilities.  On an annual basis, funds will be distributed from the Quasi-Endowment to the Retirement and Insurance Funds in an amount not to exceed actual expenditures.  The amount contributed to the Quasi-Endowment will be reviewed and adjusted annually to meet future requirements.
3.
Previous Board Action:  None.
4.
Budget Implications:  None.
5.
Educational Implications:  None.
6.
Personnel Implications:  None.
7.
University Reviews/Approvals:  This agendum was thoroughly reviewed by the Vice President for Finance and Administration and the Assistant Vice President and Controller.
8.
Board Action to be Requested:  At the June 25, 2008 Formal Session the Board will be asked to approve the transfer of funds from the Retirement and Insurance Fund to a Quasi-Endowment fund and investment of funds as such.
9.
Attachments:  None. 
Submitted by Vice President for Finance and Administration

and Treasurer John W. Beaghan:
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Reviewed by Secretary Victor A. Zambardi:
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Reviewed by President Gary D. Russi:
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