
 
2002 Annual Report of the Financial Advisory Committee (FAC) 

 
**The FAC will be meeting on Sunday, August 4, 2002 from 9:30-11:30 am hotel and room to 
be determined at end of July. 
  
The FAC has the responsibility for managing the BSA Endowment Fund.  The BSA assets are 
invested through Salomon Smith Barney (SSB) under a management group (managed funds).  
About 23 percent of the endowment is retained in an unmanaged money market fund within 
SSB.  Normally this percent is maintained at 15 percent, but the decrease in the value of the 
stocks has changed this percent.  All of these funds are divided among the following categories 
(as of June 28, 2002): 
 Managed money funds – 
  Cash balance . . . . . . . . . . . . $          155.40    

Money funds . . . . . . . . . . . . $     20,406.00    
Accrued dividends. . . . . . . . $  11.84  

  Common stock & options . . $1,386,565.18  
 Unmanaged money funds 
  Money funds . . . . . . . . . . . . $   324,982.46  
  Accrued dividends. . . . . . . . $          168.55  
     Total  $1,732,289.23  
 

! The present BSA Endowment fund ($1,732,289.23) is less than at the end of  June 2000 
($1,867,492.41).   However, the fund has grown 95.6% since its inception 8.5 years ago 
(12/93; $884,317).  This represents, with this year’s losses, an average increase of 
11.28% per year. 

 
! The economic events prior to and following September 11, 2001, and the continuing 

volatility in the stock market, especially this past June, have affected the growth of the 
BSA endowment.  However, financial restructuring of these funds in 2000 greatly 
reduced the impact of these more recent events. 

 
! Last August, two recommendations were approved: $27,400 was recommended for use 

from the Endowment Income for the ‘special initiatives’ during the 2001-2002 fiscal 
year, as determined by the Executive Committee and Council per Guideline 4. (see 
Guidelines below); and both section and special accounts are to have an interest rate 
equal to the endowment interest rate. 

 
! Daniller + Company was hired for at least a three-year period to aid the EC and Council 

in a strategic plan to increase the visibility of the BSA and to enhance its gift-giving for 
society initiatives. 

 
Recommendation:  The FAC recommends that $13,700 be used from the Endowment 
unmanaged money market portion of the endowment for the ‘special initiatives’ during the 
2002-2003 fiscal year, as determined by the Executive Committee and Council per Guideline 
4 (see Guidelines below). 



 2

 
Rationale for Recommendation: The severe economic conditions of the past year have 
affected the stock market significantly.  Fortunately, the BSA Endowment Fund was 
reasonably protected because of its reorganization and restructuring the previous year.  
Nonetheless, the losses that have been incurred are reflected in the reduced amount 
recommended by the FAC for the 2002-2003 fiscal year.  Even though there was a loss, the 
FAC feels that BSA ‘initiatives’ for the 2002-2003 fiscal year are vitally important to the 
continued growth and development of the Society and need to be supported, even at a 
reduced level, through the Endowment Fund.  

 
 
The Endowment Fund Guidelines and Interest Earnings for Special and Section Accounts 
are presented to clarify decisions related to the operating procedures of the FAC and the 
determinations by the BSA Treasurer of how 1) the annual amount for BSA initiatives is 
determined; and 2) the annual interest percentages for the special and section accounts are 
determined. 
 
The Endowment Fund Guidelines -They were approved in August, 1997 and amended three 
times; in August, 1998, August 1999 and August 2001: 
 
1. Purpose of Endowment Fund: The purpose of the Endowment Fund is to increase the 
monetary assets of the Society in order to provide income to fund major initiatives, travel grants, 
scholarships, and other activities that enhance the effectiveness of the Society to fulfill its 
Mission (see Bylaws).  The Financial Advisory Committee (FAC) is responsible to and 
empowered by the Executive Committee and the Council to manage the Endowment Fund.  The 
FAC makes no recommendations for use of the Endowment Fund. 
 
2. Contributions to Endowment Fund: All monetary gifts, stocks, and bonds designated 
"Endowment Fund" shall be immediately deposited in either the Endowment Money Market 
Fund or in the Endowment Fund directly, and then invested in a timely fashion by the FAC.  
Other gifts, such as property, shall be individually handled by appropriate legal procedures to 
integrate it into the Endowment Fund. 
 
3. Solicitation of Membership to Contribute to Endowment Fund: Solicitation shall be carried out 
in two ways: first, the membership will be provided 'purpose and giving' information in each 
issue of the PSB and on the annual membership dues form; second, a more select portion of the 
membership that includes long-time (=/>20 years) members, and members whose ages are 50 
years and older, will be individually solicited once every other year (odd-numbered).  
 
4. Use of Endowment Fund Income: The value of the BSA Endowment Fund (all non-restricted, 
non-sectional funds) will be averaged over the previous twelve (12) quarters, in July of each 
year.  The 'usable income' available for use during the next fiscal year will be 2% of the previous 
12 quarters averaged total value, and this amount will be reported at the BSA annual Council 
Meeting.  The FAC will annually evaluate the % used to generate income such that if growth 
goals are being met, or if growth is too slow, the % 'usable income' will be adjusted accordingly.  
Any 'usable income' unallocated or unused by the end of the fiscal year (June 30) shall revert to 
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the Endowment Fund principle.  As a means of checks and balances, the % allocated for annual 
use shall be determined by the FAC in keeping with its charge to increase the value of the 
Endowment Fund at a rate exceeding inflation.  Use of the Endowment Fund 'usable income' 
shall be determined by the Council (see Guideline 5. of Endowment Fund Guidelines).  
 
5. Approval of use of Endowment Fund: Any member, committee, section, or ruling body of the 
Society may submit a request to use the Endowment Fund for purposes outlined in 1.  The 
request(s) must be submitted to the Executive Committee for consideration and recommendation 
to the Council.  The Council at its regular meeting in August, or at a special called meeting, or by 
e-mail vote in unusual circumstances, will act on the recommendation(s).  Approval of any 
recommendation(s) by the latter three ways will be determined by a majority (51%) of all 
eligible council members. If the recommendation(s) is/are approved, the Treasurer of the Society 
will be empowered to distribute the money according to the approved recommendation(s).  If an 
individual member of either the Executive Committee or the Council submits a recommendation, 
that member is excused from voting on the recommendation. 
 
Summary of How Interest Earnings for Section Accounts and Special Funds are 
Determined by (adopted in 1999 and amended in 2001): 
 
Section and special accounts receive an interest rate equal to the endowment interest rate. 


