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Prior to Freeze, St. Louis College of Pharmacy Removes

Money from Struggling Investment Fund 

 

ST. LOUIS – Unlike about 1,000 other colleges and private schools, St. Louis College of Pharmacy wasn’t affected recently when an investment fund partially froze withdrawals because of Wall Street’s financial meltdown.

In July, the College withdrew nearly $2 million from Wachovia Bank, which is trustee for Commonfund’s $9.3 billion Short Term Fund. At that time there were no restrictions, said Gary Torrence, vice president of finance and chief financial officer at the College.

Today, the College has $200,000 is invested in the fund. Last year, as much as $7 million was invested in the fund.

“Although it may take about a year, we’ll get that money back,” Torrence said. “Had it been $7 million, we’d be burning the midnight oil trying to figure out what bills to pay and how to meet payroll and payroll taxes. Or, we’d be talking to our advisors trying to determine what investments to sell.”

On Sept. 29, Commonfund informed investors the fund would be terminated and it was establishing a process for orderly liquidation and distribution of financial assets. It limited withdrawals to just 10 percent. Subsequently, withdrawals were raised to 34 percent last Wednesday and 37 percent last Thursday to prevent a run on money. By the end of the year, investors will be able to withdraw at least 57 percent of their money.

For many colleges, the restricted funds are impacting operating budgets. Many institutions, with millions unavailable, are now turning to loans, Torrence said. 

During the summer, Torrence saw warning signs from the fund, which guaranteed returns at the 90-day U.S. Treasury bill rate. In May, the fund wasn’t meeting its minimum return on investment, he said. It began operating on reserves and borrowed $50 million to replenish those reserves, Torrence said. In July, the College’s Board of Trustees finance committee met to discuss the issue. As a result, the College’s money was moved from the Short Term Fund. In addition, tuition money from this semester, which historically is placed in the fund, was diverted elsewhere. 

“There was a sixty-day period where I could tell they were losing significant money,” Torrence said. “I said, ‘they can’t continue doing this.’ At some point, it became obvious the fund was going to close or they (Commonfund) would tell people they couldn’t pay out the guaranteed rate. I realized there would be a problem, and I didn’t want to risk the College’s assets.”

About St. Louis College of Pharmacy: Founded in 1864, St. Louis College of Pharmacy is one of the oldest and largest colleges of pharmacy in America. The College admits students directly from high school and integrates the liberal arts and sciences with a six-year professional curriculum leading to the Doctor of Pharmacy (Pharm.D.) degree. Approximately 1,190 students attend, and more than 72 percent of practicing pharmacists in the St. Louis metropolitan area are alumni. Additional information is available at www.stlcop.edu.
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