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Motion to Purchase a Non-Redeemable GIC
Whereas the Arts Undergraduate Society (AUS) currently holds $265,000 in a redeemable Guaranteed Investment Certificate (GIC) with the Royal Bank of Canada (RBC);

Whereas the interest rate for the aforementioned GIC is 0.90%;

Whereas redeemable GICs may be liquidated at any time by a signer on the AUS account with RBC, and a non-redeemable GIC may not be liquidated until maturity;

Whereas RBC offers a non-redeemable GIC, for a term of 3 to 3.5 years less one day, which yields an interest rate of 1.75%, compounded annually and paid at maturity
;

Whereas the aforementioned non-redeemable GIC represents a safe investment and a guaranteed addition of value to the AUS;

Whereas the AUS currently has enough liquid assets invest $165,000 into a non-redeemable GIC while maintaining its ability to cover both planned and unforeseen future expenses;
Whereas further information is provided in Appendix A to this document;

Be it resolved that the AUS purchase a $165,000 non-redeemable GIC from RBC for a term of 3 to 3.5 years less one day, with an interest rate of 1.75% to be compounded annually and paid at maturity;
Be it further resolved that this purchase shall be financed with funds currently invested in AUS’ redeemable GIC.
Moved By,

Samuel Higgs, AUS VP Finance
Justin Fletcher, AUS President 

Kateryn Kim, FMC Representative to Council
Rona Hunter, Economics Students’ Association; FMC Member

Appendix A: The Case for a Non-Redeemable GIC

Benefits the non-redeemable GIC described in “Motion to Purchase a Non-Redeemable GIC”:

· Safe investment: The AUS is protected from the risk associated with the financial market and runs no chance of losing the principal investment of $165,000.

· Guaranteed positive return: The interest rate of 1.75% is a significant improvement to the interest rate (0.90%) associated with the AUS’ current GIC holding. A rate of 1.75% is fairly high, relative to the lack of risk associated with this non-redeemable GIC.

· A term of three years represents a stable, sustainable financial plan, while allowing the AUS to access the principal investment plus earned interest in a reasonable amount of time.
The case against active management and high-risk investments:
· Investing in a financial market exposes the AUS to unnecessary risk, working against the interest of Arts and Arts and Science students.

· Undergraduate university students (regardless of field of study) lack the experience required to responsibly and successfully manage a large investment portfolio.

· An actively managed portfolio requires constant attention; students are faced with distractions and other obligations (especially their studies) which would take their attention away from the portfolio, perhaps at crucial times.

· While riskier investments offer opportunity for a greater gain than 1.75%, a profit-maximizing investment strategy is not consistent with AUS’ long-term financial goals.

The case against the status quo and inaction:

· The AUS’ current GIC holding yields a return of 0.90%, which is often below the inflation rate of the Canadian Dollar. This represents a loss of value that could have otherwise contributed to the improvement of services offered by the AUS.
· The ability to liquidate the AUS’ current GIC at short notice is less beneficial than it may seem. The AUS’ accounting practices have improved greatly over the past two years; one of these improvements involves the hiring of a long-term employee. This employee will help to ensure that the AUS faces no crisis which would require the immediate redemption of $165,000.
· Failing to act will not solve any problems. You, as AUS Council, have witnessed this planning process all year, and are informed enough to make a decision regarding AUS’ GIC investments.
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