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Summary of the meeting of November 17, 2008

The first meeting of the Committee of the Capital Fund for OAS Scholarship and Training Programs was held on Monday, November 17, 2008.  In view of the fact that the Committee had not yet elected its officers, it was agreed that the Executive Secretary for Integral Development, Ambassador Alfonso Quiñónez, would chair the meeting.

The meeting was attended by the Committee’s five members: four member states – Costa Rica, Mexico, Saint Kitts and Nevis, and the United States – and the Executive Secretary for Integral Development.  Also present were the delegates of Belize, Nicaragua, and Peru, as well as Mr. Adam Blackwell of the Department of Budgetary and Financial Services, as the representative of the General Secretariat. 

This being the first meeting of the Capital Fund Committee, and pursuant to Article 3.2 and the Transitional Article of its Statute, it was determined by lot that the delegations of Costa Rica and Saint Kitts and Nevis would serve for three years, while the delegations of the United States and Mexico would have a two-year term.
1. Consideration and adoption of the draft order of business (CEPCIDI/COFOBEC/doc.1/08)

With the regulatory quorum, the meeting got underway, chaired by the Executive Secretary for Integral Development, Ambassador Alfonso Quiñónez, and adopted the order of business.
2. Election of the Chair and Vice Chair of the Committee of the Capital Fund for the OAS Scholarship and Training Programs

Since consultations were continuing among the Committee members, it was decided to postpone the election of officers until the next meeting.  The Executive Secretary for Integral Development was asked to chair this first meeting.
3. Financial Report of the Committee of the Capital Fund for the OAS Scholarship and Training Program (CEPCIDI/COFOBEC/doc.2/08)

The Director of the OAS Department of Budgetary and Financial Services, Adam Blackwell, gave a presentation on the financial position of the Fund.  The text of his presentation was distributed as document CEPCIDI/COFOBEC/doc.2/08.

After recalling the background to the Fund, Mr. Blackwell presented its financial statements, including the budgetary appropriations approved since it was established in 1997, contributions received from other sources, and accrued interest.  He then proceeded to report on the investment strategy pursued, underscoring the fact that, in the absence of guidelines from the Fund Committee, which thus far had only met once since it was formed, the guidelines followed had been those established for investment policy of the GS/OAS and presented to member states on page 14 of the Quarterly Report on the Management of OAS Resources (at September 2008). Mr. Blackwell offered to show these to the delegations at the end of the meeting.
/
He stressed that a conservative risk profile has been pursued, aimed at preserving the principal.  He pointed out that that investment policy required investing in high quality instruments, and that the portfolio continued to be diversified in order to minimize risks.  Any possibility of investing in complex financial derivatives or mortgage-backed securities had been ruled out.
Mr. Blackwell then proceeded to compare the investment strategy of the Capital Fund for Scholarships with that of the Leo S. Rowe Fund since 2003 and pointed out that following the collapse of financial markets in recent months the capital of the Scholarship Fund had continued to show moderate growth over time, while that of the Leo S. Rowe Fund had declined considerably since end-2007.
He also pointed out the advantages and disadvantages of current investment strategy.  Among other things, he mentioned that the current strategy keeps maintenance and transaction costs low, while providing rapid access and preserving the Fund’s capital.  One of the disadvantages he mentioned was that this strategy is not designed for long-term growth as the return on investment is low.
To conclude, he put forward a series of recommendations to promote the purposes of the Fund in a manner consistent with the objectives, procedures, and practices of the OAS Scholarship and Training Programs.  Inter alia, he pointed to the benefits of increasing the Fund by raising additional resources from the member states and permanent observers, as well as grants resulting from strategic partnerships with nonprofit organizations, such as Trust for the Americas.  Mr. Blackwell also recommended that the investment strategy be in sync with expenditure projections and any disbursement policy that might be established.  To reduce risks, it would continue to be necessary to invest in diversified high quality instruments.
During the presentation, at the request of the delegations present, Mr. Blackwell and the Executive Secretary for Integral Development answered questions and provided additional information.

4. Future work of the Committee of the Capital Fund for the OAS Scholarship and Training Programs:  next steps
To help determine the next steps in the Fund Committee’s work, the OAS Department of Budgetary and Financial Services (DBFS) was asked to prepare a document outlining possible investment strategies geared to the Fund’s basic purpose of building and preserving capital for the organization’s Scholarship and Training Programs.
The members of the Committee exchanged views on the need to establish the Fund’s investment strategy in keeping with the guidelines set forth in its Statute and to execute that strategy by selecting investments that strike a balance between the need to protect the value of the Fund in real terms and the need to obtain the best possible return in terms of profits and growth.

It was also considered that one of the topics that the Committee could study later on was the appropriateness of reinvesting dividends in the Fund or using them to support specific activities related to the OAS Scholarship and Training Programs, such as the training programs or undergraduate scholarships for the Central American countries, or to serve as guarantees for the Rowe Fund’s education loans, and so on.
5. Other business

Finally, it was agreed to convene a meeting early in the new year, once the member states had completed their consultations regarding the officers of the Capital Fund Committee.

There being no further business to consider, the meeting was called to a close.
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�.	The Secretariat distributed this document to those who attended the meeting on November 18, 2008.






