I.  Total Return Investment Pool (TRIP) Pool Processing

TRIP will be processed once a month at the end of the month.  Funds awaiting investment in TRIP will earn STIP income.  The pool’s price per share, income per share and administration fee will be calculated for processing the distribution of earned income, purchases/withdrawals and the potential incremental annual distribution.
Earned income distribution:

· Earned income less administration fee will be distributed at the end of the month after the income per share is determined.  The administration fee will be calculated by taking the administration fee rate times the pool’s market value.   The net income will be allocated to each participant’s ending shares from the previous month times the pool’s current month income per share.  
· Participants will have an option to reinvest or distribute the income.  If income is distributed, income will be transferred to the campus location.  If income is reinvested, shares will be purchased in the month the income is earned.  Campuses will credit a TRIP income account (AGC 208241) for distributed or reinvested income.  Reinvestment of income will increase the book value.
Purchases and withdrawals:

· Purchases and withdrawals will be processed at the end of the month after the price per share is determined.  To minimize the number of shares sold, the pool processing system will combine purchases and withdrawals to derive a net purchase or net withdrawal. 
· Shares will be sold at the average cost per share and the realized gain/loss will be determined by taking the difference between the net withdrawal and the total average cost of shares sold.    The realized gain/loss on sale of shares will be transferred to the campus location.  Campuses will credit a TRIP income account (AGC 208241).
Potential incremental annual distribution:

· The potential incremental annual distribution is the distribution of the investment gains.  The annual payout is determined first before the incremental annual distribution is calculated.  Annual payout and the potential incremental annual distribution will be calculated as follows: 
· Annual payout:

1. Determine the 12-month average price per share by adding the price per share for each of the 12 months ending June 30 then dividing by 12 (in the initial year, the pool will not be active for 12 months so the average price per share calculation will be based on the number of months a price per share is available).
2. Determine the monthly target payout rate by dividing the annual target payout rate by 12.  The annual target payout rate will be established by the President in consultation with the Chief Investment Officer.
3. Determine each monthly payout by taking the ending shares from the previous month times the 12-month average price per share times the monthly target payout rate.
4. Determine the total annual payout by adding the monthly payouts.

· Potential incremental annual distribution:

1. Total annual payout less total earned income 

· If market value is less than book value (underwater), then there is no incremental annual distribution.  If market value is greater than book value, then a campus will receive full or partial incremental annual distribution.  Partial incremental annual distribution is equal to the difference of market value less book value.  
· Participants will have an option to reinvest or distribute the potential incremental annual distribution.  If the election is to distribute then shares will be sold to generate cash and the incremental annual distribution will be transferred to the campus locations.  Campuses will credit a TRIP income account (AGC 208241) for the realized gain/loss on sale of shares.  If reinvested, shares will remain in the book value.  
Reporting:

· Pool reports and campus statements will be available on the EIA Reporting website (http://www.ucop.edu/endowinvest/reporting/).
· The following is a list of the reports:

· STIP Pool Report-this monthly report will provide the calculations for determining the monthly STIP income distribution rate, STIP administration fee and the STIP rate used for calculating the Mortgage Origination Program (MOP) loan rate.  See Attachment 1.

· TRIP Pool Report-this monthly report will provide the calculations for determining the TRIP pool returns, TRIP price per share, TRIP income per share and TRIP administration fee.  See Attachment 2.

· Campus Statement-this is a monthly statement providing information on the fund and investment activity.  There will be three sections of this report: (1) Summary of Activities and Investment Holdings (2) Activities by Fund (3) Investment Holdings by Fund. See Attachment 3a, 3b and 3c.

· Quarterly STIP Income Distribution Report- this is a quarterly report that will provide information on the adjusted quarterly STIP income.  See Attachment 4.

II.  Distribution of Short Term Investment Pool (STIP) Income 
Allocation of STIP income earned in the pool to a campus location:
· The UCOP pool processing system calculates the amount of the STIP income earned by each individual location on a monthly basis, based upon their daily average cash balances invested in the STIP.  Cash balances will be represented by the Financial Control balances for each campus (recorded at Location E) less the amount of cash each campus has elected to invest in the Total Return Investment Pool (TRIP).

· The income allocated to each individual location includes the income earned by the STIP on an accrual basis and the realized gains and losses of the STIP. 
Interim Approach - Distribution of STIP income earned on a campus: 
· Corporate Financial System (CFS) files submitted by campuses provide the basic information for the further processing of the STIP income allocated to a campus to the individual funds at each campus.  

· Monthly CFS files contain summarized information from each campus’ local general ledger, including certain account and fund attributes and dollar balances.
· Tables within the UCOP pool processing system determine the STIP fund for income distribution and calculate the balance of each STIP fund.
· UCOP makes manual adjustments to these balances based upon monthly Financial Control reconciliations from campuses.  These adjustments reflect responding entries which will be recorded by the campus in the following month, but for which one side of the entry has already been posted to Financial Control.
· UCOP will adjust the campus equity by the amount invested in the TRIP, resulting in a charge to the campus Chancellor’s fund at the STIP rate.   STIP fund 99998 will be used at each location to reflect this equity adjustment.  This allows the full STIP rate to be distributed to individual campus funds.  This STIP charge should be offset at each campus by the TRIP income transferred to the campus’ Chancellor’s fund on a monthly basis.  The designated Chancellor’s fund will record the net gain or loss for the difference between the STIP return and the TRIP return.
· Adjustments are made to income allocated to each location for Bank Fees calculated by Banking Services.

· Adjustments are made to income allocated to each Medical Center location for the amount of STIP income calculated for and credited to each Medical Center. 

· The STIP income distribution system retains income earned on certain balances and directs it to the Systemwide Budget Office.

· UCOP prepares a detailed STIP distribution file, provided to campuses, which distributes STIP income to individual campus funds.

Prospective Approach - Distribution of STIP income earned on a campus (timeframe to be determined)

· The  STIP income will be distributed to campus locations as one monthly total.
· Each campus location will develop the ability to distribute the STIP income to their individual funds and UCOP will discontinue the UCOP income distribution file.  

· UCOP will charge Bank Fees directly to each campus.
· Medical Center STIP income will be included in the monthly total distributed to campuses.
· UCOP will not cover negative balances nor retain any income earned on funds held at campus.
· As part of the migration strategy to streamline and standardize the STIP and TRIP income distribution process, each location will develop their capability to locally distribute both their STIP and TRIP income to individual funds. Campuses that currently perform their own STIP income distribution to individual funds, without use of the STIP income distribution file created by UCOP, may be able to share their system with other locations. 
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