Proposal to open two new bank accounts

Proposal

· Invest $245,000 in a 2.3% money market account at Corus Bank.

· Invest $245,000 in a 2.25% money market account at CalFirst Bank.

· Keep the remaining ~$210,000 at our current bank, TD Bank, split between our no-interest checking account and our money-market account, which pays 1.5%.  We would keep approximately $50,000 in checking so that we can promptly pay salary and anything else that comes up.
We seek approval of corporate resolutions for Corus, CalFirst, and EverBank (EverBank is a backup in case there are any unanticipated issues with one of the first two).  We are using the template provided for Corus Bank for all three; the only difference between the 3 resolutions in Attachment D is the name of the bank.

FDIC pages for these three banks:

· Corus - http://www2.fdic.gov/idasp/confirmation_outside.asp?inCert1=13693
· CalFirst - http://www2.fdic.gov/idasp/confirmation_outside.asp?inCert1=35331
· EverBank - http://www2.fdic.gov/idasp/confirmation_outside.asp?inCert1=34775
Rationale

As of 3/27/09, The Clear Fund holds a total of $697,728.73 in cash.  

(This does not include an additional $35,000 held in our Donor Advised Fund through the Vanguard Charitable Endowment Program.)

Opening new bank accounts will bring two benefits:

· More security through FDIC insurance.  FDIC insurance covers only $250,000 of the cash we hold at a given financial institution.
  By opening two new accounts of slightly under $250,000 each, we can ensure that all of our assets are FDIC insured.

· More favorable interest rates.  As discussed below, other banks offer around 0.9% higher interest rates than our current bank.  By opening two new accounts of slightly under $250,000 each, we can earn an additional ~$4500/yr in interest.
How the bank accounts were selected

Time frame considerations

$344,379.00 is earmarked to be regranted to top charities.  (In addition, all of the $35,000.00 we hold in our Donor Advised Fund will be regranted.)  We are aiming to complete our research report by July 1 and make these grants shortly afterward.
Our total monthly expenses are approximately $20,000-$30,000 per month as outlined in our “budget projections” spreadsheet.

Therefore, we see our liquidity requirements as follows:
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Amount

Notes

Immediate (liquid)

$75,000.00

~3mo worth of expenses

3-6 months

$75,000.00

An additional ~3mo worth of expenses

6-12 months

$500,000.00

An additional ~6mo worth of expenses 

+ 345000 earmarked to be regranted

12 months

$50,000.00

The remainder


Best interest rates (APY) for different time periods as of 3/27/09

See bottom of this document for how these rates were found.

Liquid (money market or savings): 2.3% (Corus Bank); 2.1% (CalFirst); 2.03% (Everbank)

3mo: highest Certificate of Deposit rate is substantially lower than the liquid rates cited above.

6mo: 2.32% (Corus Bank)

12mo: 2.81% (Corus Bank)

The proposal at the top of this document represents the minimum number of new accounts we can open to become fully FDIC insured.  This setup fulfils our timeframe requirements.  We will have to rebalance in 6 months, at which point our balances will be close to the $250,000 FDIC limit.

Assuming constant interest rates, over the next 12mo we project this allocation to net ~$1900 more in interest than keeping all our funds at TD bank would, and ~$900 less than we would gain by splitting our funds for the maximum possible interest (which would require opening 3 rather than 2 new bank accounts, and locking up much of our assets in certificates of deposit).

Addendum: how we searched for top interest rates

I used Bankrate.com to identify the highest interest rates for 3mo, 6mo, and 12mo Certificates of Deposit.

Finding interest rates for liquid accounts (savings, money market) was more difficult because Bankrate.com searches only for personal, not corporate, accounts.  Many of the banks that offer high personal savings rates do not offer corporate accounts, or offer corporate accounts with substantially lower interest rates.

I examined the websites of the 16 top banks under a Bankrate.com search for personal savings/money market accounts.  (There was a steep rate dropoff after 16.)  Most have no corporate option or have corporate rates that are substantially lower than the options listed.

� See � HYPERLINK "http://www.fdic.gov/deposit/deposits/insured/faq.html" �http://www.fdic.gov/deposit/deposits/insured/faq.html� Question 11





