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Overview 



Indiana University, founded in 1820, is a public educational institution with eight 
campuses. The University has a student enrollment in excess of 90,000 undergraduate and 
graduate students supported by a faculty and staff of over 17,000. 

The total University budget for 1996-97 is $1.934 billion, of which $428.5 million is 
provided by the Indiana General Assembly. The balance comes from student instructional 
fees, student housing and dining income, Government and private gifts and grants, revenue 
from hospitals, and other income from sales and services. 

Scope 

The intent of this Request For Proposal (RFP) is to provide information necessary for the 
preparation of a proposal to provide a Government Securities Money Market Fund for the 
University. 

Purpose 

Indiana University is re-engineering it’s cash concentration processes. One of the primary 
areas of focus is liquidity management. To improve liquidity management we are 
investigating the use of a Government Securities Money Market Fund to be used as our 
primary liquidity vehicle. The range of the fund will be between $25,000,000 and 
$50,000,000. 

Prior to the fall of 1996 Indiana University (IU) was not able to use a money market fund 
as part of it’s investment pool. As of September 1996, IU received a ruling from the State of 
Indiana Attorney General’s Office which allowed IU to consider a money market fund as 
an investment tool. A copy of the Attorney General’s ruling is enclosed (see EXHIBIT A). 

The goal of restructuring the IU cash concentration process is to use the Government 
Securities Money Market Fund as the primary liquidity vehicle while integrating it into 
IU’s current cash concentration process and incorporating a variety of treasury 
management tools at the lowest cost.  

Treasury Operations would benefit by this process and should experience:  

- zero balances at the existing demand deposit accounts (DDA)  

- a reduction in man-hours presently devoted to the cash concentration 
process by the automation of the cash concentration function 

- cut down dramatically the IU staff’s involvement with the primary 
monitoring of fund balances 

- the use of the money market fund as the primary liquidity vehicle 

  



Terms and Conditions 

Schedule of Events: 

                    Mail Out Request For Proposal (RFP)                              June 13, 1997 

                    Responses Due                                                                 July 7, 1997 

                    Review Process                                                                July 7 - 24, 1997 

                    Interviews (If Needed)                                                      July 14 - 18, 1997 

                    Select Fund(s)                                                                  July 25, 1997 

                    Implementation                                                                 August 1, 1997 

Interested participants shall deliver five written copies of their proposal, as well as one 
WordPerfect 5.0 compatible file on disk, by July 7, 1997, 12:00 (noon) to: 

Indiana University Treasury Operations  
W. David Newsom Manager, Banking Operations  

400 East Seventh Street Poplars Building,  
Room 232 Bloomington, IN 47405-3085  

All quoted proposals must be delivered by the respondent, postal service, commercial, or 
private delivery service. Facsimile or telephoned quotations will not be accepted. 

Proposals delivered to any other source than the above will not be accepted.  

All quoted proposals must be signed by a duly authorized agent of your company. 

Failure to respond to all requests for information may result in the bidder’s 
disqualification at the sole discretion of the University.  

University Options 

Indiana University, notwithstanding any other provision of the RFP, expressly reserves the 
right to:  

- Waive, or decline any insignificant defect or informality in any offer or 
quotation procedures. 

- Reject any or all offers or any part thereof. 

- Accept any offer or any part thereof. 



- Reissue a request for quotations.  

- Negotiate with any or all service providers for the purpose of obtaining the 
best and final offer for Indiana University. 

Indiana University, at its discretion, shall select a provider that it determines can offer the 
best overall solution and alternative to its needs and where the total offer is in the best 
interest of the University. 

Other Requirements 

A respondent to this RFP may be requested at our option, to provide supplemental 
information in addition to that provided in their initial proposal. The University reserves 
the right to solicit additional information from any participant(s). If information is 
requested, it may be requested in writing or by oral presentation to an IU official connected 
with this specific RFP. 

Any provider selected from this RFP process will be responsible for compliance with all 
state and federal laws. 

The University reserves the right to terminate any contract or agreement arising from this 
RFP process. Either party may terminate this agreement without cause upon no less than 
sixty (60) days written notice. 

The investment broker must document any intent to use another broker(s) or private 
individual(s) as a subcontractor(s) for any part or whole of the services they offer under 
this agreement. Indiana University reserves the right to approve or reject any 
subcontracting agent or reject proposals based on the use of subcontracted work if not in 
the best interest of the University. 

Upon exercising a contractual agreement, no right or interest in a contract shall be 
assigned, or delegation of any obligation made by any contractor, without written 
permission of the University. Any attempted assignment of delegation by a contractor shall 
be wholly void and totally ineffective for all purposes unless made in conformity with this 
paragraph. 

All proposals become public documents and are subject to public review (upon request) 
after the execution of an agreement or contract. 

Proposals responding to this RFP shall not be tied to any potential or future arrangements. 

The term of the awarded contract is not for a specific period of time, rather it shall be 
subject to quarterly reviews of performance, both on the market return and treasury 
functions and services, and shall be at the discretion and evaluation of the Treasury 
Operations staff.  



Participants in this RFP process are to furnish copies of all contractual documents that 
could become a part of an agreement/contract arising from this process. A legal review of 
the respondent’s contractual demands in view of what is acceptable to IU as a State entity 
will be part of the criteria in evaluating the offer. 

Respondents should provide documentation that substantiates proof of bonding.  

References 

Provide a minimum of four (4) names and telephone numbers of clients for which you 
currently maintain a fund that is of similar fund size and/or requesting similar services. 

Information Contacts  

W. David Newsom, Donna S. Broadstreet 
Manager, Banking Operations Financial Analyst, Banking Services 

(812) 855-9457 (812) 856-5838 
E-Mail: wnewsom@indiana.edu E-Mail: dbroadst@indiana.edu 

Fax #: (812) 855-9779 Fax #: (812) 856-4483 

  

Description of the Current Cash Concentration System 

EXHIBIT B details the current Indiana University cash concentration process. As shown, 
IU has three primary depository banks (JPMorgan Chase, Indiana, N.A., First Chicago 
National Bank of Detroit (FCNBD), and The Northern Trust Company). 

JPMorgan Chase, Indiana is the main depository bank for the Bloomington campus. It also 
serves as the disbursement location for travel reimbursements and bursar refunds. FCNBD 
serves as the main depository bank for the IUPUI campus. It too, functions as a 
disbursement location for the University’s payroll. The Northern Trust Company is the 
main cash concentration bank and controlled disbursement account for vendor payments. 
All incoming wires and ACHs are directed into this bank. 

Each of these banks provide the IU Treasury Operations staff with a daily balance report. 
The staff evaluates these balances along with known debits and credits, as well as 
anticipated debits and credits for the remainder of the day. Based on historical information 
and a judgement call, the staff will initiate a funds transfer via wire to the IU operating 
account at The Northern Trust Company. At the close of each business day the monies are 
then pulled from the Northen Trust account and placed into the IU short-term money 
market fund at The Northern Trust Co, which is now being used for liquidity purposes.  

There are presently three money managers retained by IU for investment and management 
needs beyond the stage of liquidity (1-3 years); they are Western Asset Management 
Company (WAMCO), Reams Asset Management, and Merganzer Capital Management. At 



this time IU is not seeking a new money manager, but rather to re-structure the current 
system by adding a Government Securities Money Market Fund to be used as the primary 
liquidity vehicle. 

A more detailed description of the IU current cash concentration process which relates to 
EXHIBIT B is on the following page: 

   

• Campus Monies Filter into Campus Bursar Office  

Each department is responsible to make sure it’s daily deposits are taken to the Office of the 
Bursar. 

• Bursar Deposits Monies into Local Bank  

The Office of the Bursar deposits monies in the bank. (Only a few departments choose to 
deposit directly into the bank account themselves.) The majority of all monies are routed 
through each campus Bursar. 

• Money "Sweep" Process  

At the close of the business day all monies are swept out of the local banks and into the 
Concentration Account at The Northern Trust Company, Chicago. This process is initiated 
by each of the depository banks and the amount of monies are determined by each bank’s 
personnel based on target balances set by IU. The Swept funds are net of the daily expenses, 
processing fees, and transactions fees incurred. In other words, they are the previous days 
deposits less the current days charges. 

• Lockbox Transactions  

Indiana University has four (4) lockboxes which are used for inflow of student fee payments 
and small bill payment transactions. The Student Loan Administration lockbox is located at 
Norwest Bank, the Halls of Residence Long Distance Phone Charges lockbox is located at 
JPMorgan Chase, Bloomington, and the Bloomington Bursar lockbox and the IUPUI Bursar 
Lockbox (Indianapolis Campus) are located at First Chicago NBD (FCNBD) in Indianapolis. 

• Special Bank Accounts  

* JPMorgan Chase, Indiana, NA, the depository account for the Bloomington Campus 
Bursar, serves other functions as well. Checks are written on this account as well as 
presented to, and Foreign Drafts are initiated and drawn against it. At the close of the 
business day, monies are wired or transferred via ACH (not swept as in the other depository 
accounts) to the Northern Trust concentration account.  

*First Chicago NBD (FCNBD), Is the depository account for Campuses at IUPUI and SE. 
All University payroll checks and payroll ACHs are drawn here. The Office of the Treasurer 
determines and handles the monies needed to be transferred to cover these needs. FCNBD is 
also the processing center for the IUPUI Bursar and the Bloomington Bursar Lockbox 
transactions, Touch Tone Credit Card payments (TT) for the IUPUI and Bloomington 



Campuses, University ACH Debits for the Student Loan Administration, and all Credit 
Card Sales (Settlements). 

• Cash Concentration Account  

The Indiana University concentration account is located at The Northern Trust Company, 
Chicago. State funds, Federal funds, contracts and grants inflow into the cash concentration 
account as well as, all electronic transfers of income from outside vendors .ACHs and Wires 
inflow and outflow from this account (Ex: funding for other bank accounts, payroll, and 
outside vendors). The Controlled Disbursement Account for Accounts Payable is drawn on a 
Northern Trust subsidiary.  

• Trust/Custody Responsibilities  

The Northern Trust Company, Chicago, is the Trust/Custody bank for Indiana University. 
All securities purchased on behalf of IU by its Money Managers are safekept here. 

• Money Market Fund  

This fund is used as a tool for Liquidity Management. This is the University's major "Short 
Term Money Pool" that can be accessed easily. 

• Money Managers  

Investments that are past liquidity stages of the Money Market Fund go out to the Money 
Managers. The Money Managers "Manage" the investments and settle trades at the 
Northern Trust Company, Chicago. Their sole purpose is for cash and Investment 
Management. There are currently three (3) Firms handling the investments for IU and each 
firm has a different portfolio mix and term responsibilities for their portfolio. In addition, 
certain endowment funds are the responsibility of the IU Foundation. The Managers and 
their portfolio mix are as follows:  

Western Asset Management: Cash Management Pool (1 yr or less) $116,582,000 

Medium Duration Portfolio (~2 yrs) 58,847,000 

Construction Funds 68,772,000 

Hospital Cash 66,761,000 

  

Merganser Capital Management: Shorter Duration Portfolio (~1 yr) 56,296,000 

Medium Duration Portfolio (~2 yrs) 59,737,000 

Reams Asset Management: Longer Duration Portfolio (~3 yrs) 87,768,000  

Endowments: (IU Foundation & Various Mgrs.) 104,665,000  

Total: $619,428,000 



Expectations of the Money Market Fund 

IU is looking for a Government Securities Money Market Fund that will enhance 
and streamline it’s cash concentration practices and satisfy the liquidity needs. The 
selected fund should be completely automated with as little intervention from IU as 
possible, thus allowing funds movement to continue without the need for IU 
personnel involvement. The fund would monitor itself , send daily reports to IU, 
determine the net position for the money movement and cash management needs, 
and then transfer monies according to a mutually agreed upon arrangement with 
Treasury Operations. The mechanics of the fund are very important. The fund must 
conform to the Attorney General’s ruling, provide effective cash concentration tools 
for funds movement for either the depository accounts or the bank’s money market 
fund, provide facilities for Treasury functions, and maintain a competitive market 
rate of return. EXHIBIT C and EXHIBIT D show sample money market fund 
scenarios that we have envisioned. However, if respondents can demonstrate a more 
effective way to enhance the IU cash concentration process than outlined in this 
RFP, they are encouraged to do so and supply supporting information with 
diagrams in the response. 

Evaluation Process: 

The selected Government Securities Money Market Fund will be the fund 
determined by the Treasury staff to offer a combination of the highest yield, the 
most Treasury attachments, and the optimal cash management tools. It will be 
evaluated according to the following criteria:  

The Fund Must: 

1) Conform to the Attorney General’s Ruling (EXHIBIT A). 

2) Possess the ability to receive and to disburse wires and/or ACHs. 

3) Have the ability to initiate/receive draw-down wires. 

4) Monitor cash concentration balances (or related bank money market fund) at 
JPMorgan Chase, FCNBD, and Northern Trust. 

5) Have the ability to provide balance reporting and inquiries to IU regarding the 
fund’s cash position. 

6) Have a competitive market rate of return. Provide the yield rates beginning with:  

o The current rate of return as of 5/31/97.  
o The annual calendar year returns for each of the past 10 years, ending 

at 12/31/96.  



o The annualized return for the following periods ending 12/31/96: 1 
year, 2 years, 3 years, 4 years, 5 years, 10 years.  

o Annualized return for each quarter for the 10 years ending 12/31/96.  

Note* This information must be presented in both printed form and 
on an Excel 5.0 compatible worksheet, on disk. 

7) Provide IU the capability for "dial-in" access to fund balances. 

8) Provide optimal investment strategies detailing the time of day that monies can be 
invested and when the fund books close for the day. Specifically, at what time do 
monies received into the fund miss same-day investment. (This is essential when 
considering a nightly sweep of all funds from the depository accounts into the 
money market fund. The fund must coordinate with IU’s three banks in order to 
determine the optimal time to invest IU’s monies, same-day.)  

The IU contacts for each of the depository banks are as follows: 

JPMorgan Chase, Indiana, N. A.  
S. Tracy Clay, Vice President  

Treasury Management Services  
Tel 812-331-6204  

First Chicago NBD 
John V. Schlechte, Vice President 

Public Banking     
Tel 317-266-5168 

The Northern Trust Company 
Sally B. Parnell, Vice President 
Institutional Financial Services 

Tel 312-444-7698 

9) Provide a detailed pricing schedule associated for all services. 

Fund Preferences: 

10) Be able to elaborate upon enhancements to the IU cash concentration process as 
described in the RFP and in EXHIBIT B. 

11) Have the capability to automatically provide daily funding/sweeps of the monies 
to and from the bank.(Whether that funding comes from the bank’s DDA or the 
bank’s own money market fund.) 

12) Have the capability for Electronic Data Interface (EDI). 

13) Be able to accept a data transmission file for future check disbursements. 

14) Provide a summary of your understanding in regards to the services requested 
in this proposal. 



15) Describe in detail how your Government Securities Money Market Fund 
evaluates performance and determines the criteria included in your calculations. 

Each respondent is required to address each of the above fifteen (15) issues with 
specific responses and supply samples of all reporting and inquiry documents that 
pertain to the fund. 


