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Sarah Simpson
Sarah is the Debt and Liquidity Principal Director for the University of Kentucky. 
Her responsibilities include overseeing both the University’s internal and external 
debt portfolios as well as the operating fund investment portfolio.

Sarah joined University of Kentucky in 2015 as an analyst in the Financial Services 
department. She has been a director within Financial Services since 2018. Prior 
to University of Kentucky, she was a public finance analyst with Hilliard Lyons, 
where she served as analyst for the University of Kentucky’s relationship.

A Kentucky native, she earned her bachelor’s degree in mathematics from Centre 
College and her MBA from the University of Louisville.
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Jeff Rayis
Jeff is Executive Vice President and CFO at Indiana Wesleyan University.

Before joining IWU, he led Treasury & Financial Management at Michigan State 
University and The Ohio State University.  

Previously, he was an Executive Vice President at J.P. Morgan.  

He has a BA in Accounting from Michigan State University, an MBA from The 
Ohio State University and is a Certified Public Accountant and Certified Treasury 
Professional. 
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Learning Objectives 
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Participants will gain an understanding of:

1) Objectives and characteristics of higher education operating & endowment fund portfolios

2) Operating fund investment options and risk considerations 
3) The importance of performing scheduled operating liquidity reviews to assess operating 

investment liquidity tiers and establish appropriate asset allocation for each tier

4) Key investment principles of the endowment model

5) The concept of intergenerational equity stewardship

6) Endowment management structures/models

7) Results of the 2025 NACUBO-Commonfund Study of Endowments

8) Key requirements of operating and endowment investment policies

9) Current challenges of managing operating and endowment investment portfolios



Broad Categories of Higher Ed Investments 

5

• Operating

• Endowment

• Capital/Plant Fund

• Other



Polling Question #1

Are you involved in the management of the operating investment 
program at your institution? 

 a. Yes
 b. No
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Polling Question #2

What is the size of your institution’s operating investment portfolio? 

a.$0 to $49 million 
b.$50 million to $249 million
c. $250 million to $999 million
d.$1 billion or greater
e.Not sure
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Role of Operating Fund Investments 
 in Higher Education
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• Primary Objectives
• Safety/Principal preservation
• Maintain adequate liquidity

• Secondary Objective
• Maximize investment income 

while considering risk 
management and liquidity needs

• Characteristics
– Short-term pool of assets
– Primary segment duration of < 1 year
– Typical maximum duration of 5 years
– Integration with daily cash needs



Typical Treasury/Operating Investment Model
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Commercial Paper Lines of Credit



Operating Fund Investment Options
• Bank Deposits

• Checking/Savings (ECR/interest-bearing),CDs, CDARS / ICS

• Money Market Funds
• Fixed Income Investments

• Treasuries, Agencies, Commercial Paper, Investment-Grade Corporates
• Brokered Securities 
• Fixed Income Mutual Funds 
• Separately Managed Accounts 

• Quasi-Endowments (for long-term/permanent reserves)
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Money Market Fund (MMF) Makeup
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Source:  ICI – Investment Company Institute



U.S. Money Market Assets 2000-2025
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MMF Floating vs Stable NAV

• Institutional Prime funds are required to maintain a floating net 
asset value (NAV) for purchases and redemptions

• Funds are marked-to market daily 
• Increased risk with prime funds

• U.S. Government funds maintain a stable NAV of $1 per share
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MMF Safety and Liquidity Requirements 
SEC Rule 2a-7 
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• 25 percent of assets must be in daily liquid assets
• 50 percent of assets must be in weekly liquid assets 
• Liquidity fees imposed if daily net redemptions exceed 5% of 

net assets 
• No more than 5% of assets that can take more than a week to 

convert to cash
• Portfolio maturity cannot exceed 60 days
• No more than 3% of assets can be invested in securities not 

falling into first or second highest-ranking credit tier



Sample Money Market Fund
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Sample Money Market Fund Portal
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The screenshots and information presented are provided for informational purposes only. They are not intended to constitute investment advice, a recommendation, or a solicitation to buy or sell any investment product or to 
pursue any investment strategy. Nothing contained herein should be construed as an offer or endorsement by PNC Capital Markets LLC, its affiliates, or representatives to take any specific course of action.



Sample Money Market Fund Portal
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The screenshots and information presented are provided for informational purposes only. They are not intended to constitute investment advice, a recommendation, or a solicitation to buy or sell any investment product or to 
pursue any investment strategy. Nothing contained herein should be construed as an offer or endorsement by PNC Capital Markets LLC, its affiliates, or representatives to take any specific course of action.



Fixed Income Mutual Funds
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• Longer maturities
• Low duration

• Average maturity 1 to 3 years
• Intermediate duration

• Average maturity 3 to 5 years

• Fixed income securities
• Government issues
• CDs
• Commercial Paper
• High-quality corporate bonds

• Higher average returns
• Higher risk of fluctuating 

NAV
• No fixed-unit/stable NAV

• Used for matching strategy



Sample Fixed Income/Bond Fund
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Separately Managed Accounts

• Customized investment allocations/policy

• Lower net investment fees than mutual funds

• Direct interaction with managers

• Minimum investment ~ $100 million

• Require a third-party custodian
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Separately Managed Accounts
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Investment Fund Oversight
• Fund Manager

• Assets under management
• Breadth of experience
• Commitment to fixed income
• Training resources
• Manager operational updates

• Investment Teams & Process
• Experienced investment team
• Fund objectives are safety, liquidity and return (in that order of priority)
• Team meetings for reviews

• Continuous Oversight
• Access to portfolio managers
• Quarterly investment reviews
• On-site due diligence meetings
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Investment Risks
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Other
• Credit Risk
• Market Risk
• Inflation Risk
• Geopolitical Risk



Operating Fund Allocations
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Source: Commonfund Institute



Operating Fund Allocations
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OSU Operating Fund Segmentation

Determining Investment Allocations

Previous Revised

Bank Deposits
74%

1-3 Years
26%

Bank Deposits
47%

Under 1 Year
16%

1-3 Years
37%



Capital Market Return & Volatility Projections
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Return Expectations
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Operating Fund 
Investments

Source: RVK



Fixed Income Return Expectations

28



Evaluating Historical Returns
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Operating Investment Policy/Guidelines
Key requirements

• Objectives

• Oversight/roles and 
responsibilities

• Cash Flow/liquidity 
requirements

• Investment policies and 
permitted investments

• Define liquidity tiers

• Define overall and per tier risk 
limits/metrics 
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• Manager/fund selection

• Performance evaluation

• Risk Management

• Reporting 

• Costs



Liquidity Review
• Define allocations/tiers:

1) Liquidity tier – daily needs

2) Short-term tier – annual needs

3) Intermediate tier – longer-term funds/needs

4) Long-term tier/Endowment – 10+ years/permanent reserves
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UK Operating Investment Program
Delegation of Authority

• The Executive Vice President for Finance and Administration (“EVPFA”) has delegated to the Treasurer 
the responsibility for the custody, investment and disbursement of University funds

Treasury Staff (“Staff”)

• Includes the Treasurer, Assistant Treasurer/Training and Policy Director, Debt and Liquidity Principal 
Director, the Debt and Liquidity Analyst Senior, Debt and Liquidity Analyst and employees in the 
Treasury Services department

• Manages the daily operating fund investments and prepares analysis and recommendations to the 
Operating Fund Investment Committee (“OFIC”)

• The OFIC consists of the EVPFA, Treasurer, Chief Investment Officer, Assistant Treasurer/Training and Policy 
Director and Controller and meets periodically to review operating fund investments and to advise Staff on 
investment allocations

University Financial Services may retain the services of a qualified investment manager(s) to invest funds. 
In collaboration with the OFIC, the Staff may appoint, monitor and evaluate external investment 
managers for investment of Tier III funds
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UK Operating Investment Program

1 The University is required to deposit all receipts collected with the State Treasury within 30 days of receipt, except for amounts received as gifts, grants, 
endowments, or received by affiliated corporations.

2 The total of any such funds invested, including existing Tier IV funds, shall not exceed 35% of the overall operating cash and investments contained in Tier I 
through III at the time of investment. Additionally, the maximum amount that can be added to the University Operating Quasi-Endowment Fund within a fiscal 
year is $75,000,000.

3 Operating funds allocated for internal loans shall be utilized to help minimize the overall cost of capital for the University and provide flexibility on funding for 
capital projects.
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Tier Description Manager Liquidity/  
Duration

Investment/Return     
Objective

Tier I Cash, overnight and                     
short-term investments

Staff / external 
manager(s) Daily Principal preservation and 

liquidity

Tier II
Cash on deposit with   

Commonwealth1
Office of Financial 

Management Daily Principal preservation and 
liquidity

Tier III Other operating investments Staff / external 
manager(s)

0 to 5 years and      
>5 to 10 years

Principal preservation and 
enhanced return on 

investment

Tier IV
Operating funds invested in 

Endowment Investment Pool2
Staff / external 

manager(s) >10 years
Long-term principal 

preservation and increased 
return on investment

Tier V
Operating funds allocated                

for internal loans3 Staff N/A N/A



UK Operating Investment Program
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• Policy requires a minimum of 60 days cash on hand for the total of Tiers I and II investments for day-to-
day operating liquidity. 

• The Debt Management Committee annually approves the days cash on hand target range for Tiers I-III 
investments.



UK Operating Investment Program
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As of February 28, 2026

Month End Balance DCOH

Tier I - Cash, Overnight and Short-Term Investments 486,748,184$                  33

Tier II - Cash on Deposit with Commonwealth* 1,988,766,389                 135

Tier III - Other Operating Investments 550,198,618                    37

Subtotal 3,025,713,191                 205

Tier IV - Operating Funds Invested in the Endowment 775,369,000                    53

Total Funds for Operations 3,801,082,191$               258

* Cash on Deposit with Commonwealth includes investment in the State's limited investment 
pool (LIP) and intermediate investment pool (IIP)

Total Operating Cash and Days Cash on Hand (DCOH)1,2

(1) Days cash on hand is based on FY 25 expenses per day of $14.8 million
(2) Bond proceeds are not reflected in Tiers I through III

Tier I 
13%

Tier II
52%

Tier III
15%

Tier IV
20%

Tier I benchmark: FTSE 3-month Treasury Bill Index
Tier II benchmark: Indices established by State
Tier III benchmark: blended 50% FTSE 3-month Treasury Bill Index and 50% Barclays 1-5 
Government Credit Index



Operating Investment Management 
Current Challenges & Trends

• Uncertain Elevated interest rate environment
• Uncertainty regarding inflation and timing of future Fed actions

• Federal and State political pressures
• State support reductions
• Threats to research funding
• Uncertainty surrounding Medicare/Medicaid reimbursements

• Geopolitical risks
• Black Swan events
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Polling Question #3

Are you involved in the management of the endowment-investment 
program at your institution? 

a.Yes
b.No
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Polling Question #4

What is the size of your institution’s endowment portfolio? 
a.$0 to $249 million
b.$250 million to $499 million
c. $500 million to $999 million
d.$1 billion or greater
e.Not sure
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Role of Endowment Funds
in Higher Education

39

• Primary Role/Objective
• Perpetual source of funding
• Invested in perpetuity 
• Provide stable, reliable  income 

stream

• Secondary Role/Objective
• Provide long-term matching of 

assets and liabilities
• Century Bond

• Characteristics
– Individual funds pooled and 

invested together
– Long-term investment horizon
– Diversified investment pool 

with stocks, bonds and various 
alternative investments

– Defined spending policy to 
smooth distributions from year 
to year



Intergenerational Equity
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

• A state law governing fiduciaries of donor-restricted investment funds
• Model act approved by the Uniform Law Commission in 2006 and adopted in all 

states except PA
• UPMIFA replaced UMIFA (Uniform Management of Institutional Funds Act), 

which was adopted in 1972

• Three principal areas addressed: 
• Scope of coverage
• Investment obligations
• Expenditure of funds
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The Endowment Model
• Return goal over time: CPI + spending

• Key endowment investment principles:
• Equity bias
• Diversification
• Illiquidity premium
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Investment Fund Oversight
• Fund Sponsor

• Capital
• Commitment to the business

• Investment Teams & Process
• Experienced investment team 
• Defined process and objectives appropriate to strategy
• Team meetings for reviews

• Continuous Oversight
• Access to portfolio managers

• Annual due diligence meetings
• Onsite visits optimal
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Management Structures/Models
• Consultant-driven model

• Used with smaller institutions to support staff

• In-house staff model
• Includes Chief Investment Officer and supporting staff

• Outsourced Chief Investment Officer (OCIO) model
• Implementation of asset allocation and day-to-day management of 

portfolio delegated to external service provider
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Management Structures/Models
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Endowment Investment Policy
Key Requirements

• Objectives

• Oversight/roles and 
responsibilities

• Asset allocation

• Spending/payout policy

• Liquidity policy

46

• Manager/fund selection

• Performance evaluation

• Risk management

• Reporting 

• Costs



Endowment Investment Management 
Current Challenges & Trends
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• Unpredictable geopolitical risks 
• Impact of inflation 
• Uncertain Elevated rate environment
• Concentration of public equity 

markets
• Unexpected dislocations/new 

opportunities
• Differentiating potential impact and 

winners of AI versus hype

• Slowdown in private investment 
fundraising and distributions
– Portfolio liquidity

• Federal and State political 
pressures



2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments

49



2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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2025 NACUBO-Commonfund Study of Endowments
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Private institutions 
also have higher 
allocations
to privates and 
alternatives.

In general, larger 
institutions have 
higher allocations to 
private strategies 
and alternatives.



2025 NACUBO-Commonfund Study of Endowments
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In general, larger 
institutions have 
achieved higher 
returns over the last 
ten years due to 
higher allocations to 
private strategies and 
alternatives.



Polling Question #5

What is the primary objective/objectives of higher ed operating 
fund portfolios? 

a.Principal preservation
b.Maximize investment income
c. Maintain adequate liquidity
d.(a) and (c)
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Polling Question #6

What is the primary role of higher ed endowment fund portfolios? 
a.Provide long-term matching of assets and liabilities
b.Maximize Investment Returns 
c. Provide a stable, reliable income stream/perpetual source of 

funding
d.Provide tax benefits for alumni and donors
e.Provide source of funding and management fees for 

hedge/private equity funds
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Polling Question #7

Which of the following is not a Kentucky bourbon? 
a.Jack Daniel’s
b.Maker’s Mark
c. Blanton’s
d.Pappy Van Winkle
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Additional Materials
• University of Kentucky Operating Investment Policy

• University of Kentucky Debt Policy

• University of Kentucky Internal Loan Program Policy

• University of Kentucky Endowment Investment Policy

• Indiana Wesleyan University Investment Policy
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Resources
• The Treasury Institute for Higher Education
  https://www.treasuryinstitute.org/
• Association for Financial Professionals
  https://www.afponline.org/
• National Association of College and University Business Officers
 https://www.nacubo.org/
• Investment Company Institute

• https://www.ici.org/
• Cambridge Associates

• https://www.cambridgeassociates.com/
• Commonfund Institute

• https://www.commonfund.org/institute
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THANK YOU!



APPENDIX:
   SUMMARY OF UPMIFA



UPMIFA
Uniform Prudent Management of Institutional Funds Act

• A state law governing fiduciaries of donor-restricted investment funds
• Model act approved by the Uniform Law Commission in 2006 and adopted in all 

states except PA
• UPMIFA replaced UMIFA, which was adopted in 1972

• Three principal areas addressed: 
• Scope of coverage
• Investment obligations
• Expenditure of funds
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Scope of Coverage

• Applies to funds held in any form, including nonprofit corporate form, except 
charitable trusts, with a commercial or individual trustee

• Establishes a statutory standard of prudence for the behavior of fiduciaries 
who have authority over donor-restricted funds 

• Incorporates the fiduciary standards of the Uniform Prudent Investor Act (UPIA)

• UPMIFA’s prudence standard is designed to complement the three fiduciary duties of care, loyalty 
and obedience
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Good Faith Prudence Standard

• “…each person responsible for managing and investing an institutional fund shall 
manage and invest the fund in good faith and with the care an ordinarily prudent person 
in a like position would exercise under similar circumstances.”

• Required use of special skills 
• “A person that has special skills or expertise, has a duty  to use those skills or that 

expertise in managing and investing institutional funds.”

64



UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Must consider the charitable purposes of the institution and the purposes of 

the fund, subject to the intent of the donor expressed in the gift instrument

• Costs must by appropriate and reasonable in relation to the assets, the 
purposes of the institution and the skills available to the institution

• Must make reasonable effort to verify facts related to the 
management/investment of the fund
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Pooling of funds for investment permitted

• Decisions must be made in the context of the portfolio as a whole as part of 
an overall investment strategy having risk/return objectives (modern portfolio 
theory)

• May invest in any kind of property or type of investment

• Diversification required unless purposes of the fund are better suited without 
diversification

• Rebalancing required
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Investment Provisions
• Must consider the following factors:

• General economic conditions

• Possible effect of inflation or deflation

• Expected tax consequences

• Role of each investment or course of action to the overall portfolio

• Expected total return from income and appreciation

• Other resources of the institution

• Needs of the institution/fund to make distributions and to preserve capital

• An asset’s special relationship or value to the charitable purposes of the institution
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Expenditure Provisions
• Total return expenditure authorized

• May appropriate for expenditure as much of the endowment the institution determines is 
prudent, subject to the intent of the donor expressed in the gift instrument

• UPMIFA abolished the historic dollar value limitation imposed by UMIFA

• Good Faith Prudence Standard 
• “In making a determination to appropriate or accumulate, the institution shall act in good faith, 

with the care an ordinarily prudent person in a like position would exercise under similar 
circumstances,…”
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UPMIFA
Uniform Prudent Management of Institutional Funds Act

Expenditure Provisions
• Must consider the following factors:

• Duration and preservation of the endowment fund

• Purposes of the institution and endowment fund

• General economic conditions

• Possible effect of inflation or deflation

• Expected total return from income and appreciation

• Other resources of the institution

• Investment policy of the institution

• Optional seven percent rule
• Expenditure > 7% creates a rebuttable presumption of imprudence
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UPMIFA
Uniform Prudent Management of Institutional Funds Act
Other Provisions 
• Delegation of Management/Investment

• Prudent delegation in good faith; care standard of prudent person

• Agent has duty of reasonable care

• Agent subject to court jurisdiction

• Delegation to committees, officers or employees as authorized by other law

• Release or Modification of Restrictions
• Detailed provisions on release or modification of restrictions with Court approval; prior notice to Attorney 

General required 

• Detailed provisions on release or modification of purpose restrictions with Court approval; prior notice to 
Attorney General required and must be consistent with donor’s intent

• Detailed provisions on release or modification of restrictions on small, old funds without Court approval; prior 
notice to Attorney General required 
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