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Memorandum
To: Foundation Board of Directors
CC: Barbara Zappas, Foundation CEO

FROM: Nancy S. Ayala
DATE: December 4, 2019

SuBJECT: Agenda and Read-Ahead Materials

Enclosed are the agenda and read-ahead materials for the Foundation Board of Directors meeting
on Friday, December 13, 2019. The meeting will be in the lobby at the Alumni and Visitors
Center on the CSUMB campus. The meeting will begin at 9:00 a.m.

If you have any questions or concerns before the Board meeting, please feel free to contact me at
nayala@csumb.edu or (831) 582-3396.
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Call to Order
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Board of Directors Meeting

Friday, December 13, 2019 9:00 a.m. —11:00 a.m.

Alumni and Visitors Center — Lobby

Light Breakfast will be served.

AGENDA

Approval of Minutes

Approval of September 14, 2019 meeting minutes
Attachment 11-A- September 14, 2019 meeting minutes

Business
A. Endowment Policy

Attachment 111-A-Endowment Policy
B. Technical Amendments Policy

Attachment 111-B-Technical Amendments Policy

Presentations

A. Athletics Update
B. Basic Needs Presentation

Reports

mo Ow>

CEQ’s Report
President’s Report

Corporation Support Update
Attachment V-C-Corporation Support Update

Investment Committee Report
Chair’s Comments

Open Communications/Announcements
Next scheduled Board meeting: March 13, 2020 at 9:00 a.m.

Executive Session

Other Topics

(Action: Discussion)

Adjournment

J. Chicourrat

J. Chicourrat

S. Lee

S. Lee

K. Garry

J. Snawder-Manzo

B. Zappas
E. Ochoa
S. Baggett

D. Juran

J. Chicourrat

J. Chicourrat

Board

J. Chicourrat

Note: In accordance with Education Code §89921 and Foundation Bylaws Article VII §5, this agenda provides notice of
the business to be transacted (i.e., topics for Board discussion). Action may be taken on any item on the agenda. The
italicized notations above are for guidance purposes only and the Board may take action on any item listed on the agenda,

whether action is specifically prescribed.
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Board of Directors Meeting

Friday, September 13, 2019 9:11 a.m.-11:00 a.m.

Alumni and Visitors Center — Lobby

Drafts, Minutes

Board Members Present

Eduardo M. Ochoa, President,
Acting Chair

Mac Clemmens, Director

Scott Fausti, Director

Gordon E. Eubanks, Director
Jasmine Bhardwaj, Director
Nicole Hollingsworth, Secretary
Debbie Juran, Director

Israel X. Nery, Director (via
phone)

Ralph Thompson I1l, Director
Michael McMillan, Director
Betsey Pearson, Director

Kevin R. Saunders, Director
Bettye J. Saxon, Ed.D., Director
Barbara Zappas, CEO

Members Absent
Anna M. Caballero, Director

Janine Chicourrat, Chair

Miles Reiter, Director

Carrie Mclintyre Panetta, Director
Harry Wardwell, Director

Ted Balestreri, I, Director
Steven Packer, M.D., Director

Presenter(s) Staff Present
Dr. Ronnie Higgs, Vice President for Student Affairs & Enrollment Starr Lee, Associate Executive

Services

Stephen W. Pearson, Esg., Auxiliary Attorney

Director
Nancy S. Ayala, Gov. &
Compliance Manager

Regular Meeting

Call to Order: A quorum being established, Acting Chair Eduardo Ochoa called the
meeting to order at 9:11 a.m. Chair Ochoa welcomed new Student Director, Jasmine
Bhardwaj.

Approval of Minutes: Moved by Director Mac Clemmens and seconded to approve the
June 6, 2019 minutes. With Director Ralph Thompson Il abstaining, the motion carried.

Presentations:
Admissions and Incoming Class Update: Vice President for Student Affairs &
Enrollment Services Dr. Ronnie Higgs provided an update on admissions and the
incoming class of fall 2019. CSUMB welcomed approximately 8,094 students this fall,
the majority being continuing students. Approximately 42% of total students originally
reside in the Tri-County area. It was noted that 62% of students are female. This
alarming trend is currently prevalent across the country and an issue Enrollment Services
expects to research. Approximately 33% of CSUMB students are between the ages of 18-
20, 39% are between the ages of 21-24. CSUMB’s five top undergraduate majors include
Business Administration, Psychology, Computer Science, Biology, and Kinesiology. It
was noted that the CSU distributes funding to each campus on a per resident full-time
student basis which is determined by the CSU, not the campus. CSUMB has had a large
number of unfunded students for years due to over-enrollment. Dr. Higgs was charged by
President Ochoa to decrease the number of unfunded students. In 2016, there were
approximately 504 unfunded students. By steadying enrollment, the gap between funded
and unfunded students has significantly decreased to approximately 22.
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V.

V.

VI.

VII.

VIII.

Reports:

A. Board Fiduciary Responsibility: Foundation legal counsel Steve Pearson briefed the
Board Members on their fiduciary responsibility as Board Members. Board Members
should be familiar with the Foundation’s organizing documents, including the
Articles of Incorporation, the Bylaws, and policies adopted by the Board.

Directors have three duties — the duty of care, the duty of loyalty, and the duty of
obedience. The duty of care is defined as the business judgment rule, which is the
standard of care that an ordinarily prudent person would exercise under similar
circumstances. Board Members are encouraged to rely on the expert advice of others.
The duty of loyalty requires Board Members to be faithful to the Foundation and not
use any information obtained as a Board Member for personal gain. The duty of
obedience requires that Board Members be faithful to exercise the organization’s
mission. Mr. Pearson also reviewed conflict of interest guidelines.

B. Campaign Update: CEO Barbara Zappas provided an update on the comprehensive
campaign. Through June 30, 2019, the campaign had approximately $55M in
commitments, and $28M relative to the dean defined initiatives. Ms. Zappas
introduced Director of Donor Relations & Stewardship Nick Gregorio to preview the
campaign website which will go live in conjunction with the public launch next year.
Ms. Zappas announced upcoming events.

C. President’s Report: President Eduardo M. Ochoa reported on University activities.
According to U.S. News & World Report, CSUMB is ranked eighth in the Top Public
Schools category in the western region, which is comprised of 14 states including
Texas. There was a discussion about the different ways the University can reach out
to its surrounding communities and prominent local industries for higher visibility.
President Ochoa mentioned that CSUMB was recognized in the Chronicle of Higher
Education as the second university in the country in terms of absolute increase in six-
year graduation rates. The Engineering Building is on track for construction. The
University will receive $72M from the CSU and leveraged by the $8M, the
University has raised. It was noted that the original request for the building was
$116M, the CSU will award the University $122M.

Unfinished Business: None
New Business: None
Open Communications/Announcements: None

Executive Session: The Board entered into Executive Session at 10:50 a.m. The Board
exited Executive Session at 11:00am.

Adjournment: With no further business to conduct and no objection, the meeting was
adjourned at 11:00 a.m.

Nicole Hollingsworth, Secretary Date
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TO: Board of Directors DATE: December 3, 2019
FROM: Starr Lee REF: Board Meeting #2
Associate Executive Director December 13, 2019

SUBJECT: Endowment Investment Policy

RECOMMENDATION:

Approve the proposed changes to the Endowment Investment Policy

BACKGROUND

The Foundation Endowment Investment Policy has not been revised since June 2014.
PURPOSE

These changes are recommended by the investment consultant, Verus and approved

by the Investment Committee. This periodic review and changes are intended to reflect
updated investment goals to support the Foundation’s needs

100 Campus Center ~——~ Seaside, CA ——— 93955-8001 Attachment IIl.A
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Policy 201 Section: 200- Financial

Issue Date: 04/21/11

Endowment Investment Policy Last Reviewed: 12/13/19

Previous Versions: 6/13/14, 08/16/11

1) PURPOSE

2)

This Endowment Investment Policy is intended to provide guidelines for the prudent investment of
the Endowment Fund of Foundation of California State University, Monterey Bay (the
“Foundation”) and to outline an overall system of investment policies and practices such that the
Foundation’s ongoing financial obligations are satisfied. An additional and equally important
purpose of this document and other Foundation investment-related policies is to provide donors,
prospective donors, and donation recipients with information about investment performance
expectations, guidelines for distribution of earnings, and levels of reimbursements of costs to the
Foundation.

POLICY

a) Investment Objectives
Assets of the Endowment Fund (the “Fund”) of the Foundation shall be invested in accordance
with this Endowment Investment Policy and in compliance with State and Federal laws and
regulations.

The Fund represents the permanent funds of the Foundation, term endowments, and funds
functioning like endowments, which have been contributed by various donors to provide revenue
that will sponsor and support recognized functions or objectives of the University.

Two significant goals of endowment management are: 1) to preserve the purchasing power of the
assets throughout time, and 2) to provide a substantial, stable flow of resources to carry out the
purpose of the endowment(s). Preserving the purchasing power of assets allows future
generations to benefit from the endowment at the same level as the current generation.

Specifically, recommendations from the Investment Consultant, recommendations from the
Investment Committee, and subsequent action by the Foundation Board must properly balance
the following overall objectives:

i)  Return —to produce sufficient current and continuing income from investment returns to
support scholarships, special projects, and other ongoing academic activities as were
intended by the donors.

ii)  Growth —to provide for growth of the Fund through investment in assets that have the
profitability of appreciating in value.

iii)  Safety — to place sufficient limitations on risks associated with the implementation of the
income and growth objectives and to protect the fund principal through the diversification
of assets and the setting of specific quality standards.

The pursuit of the foregoing objectives must be consistent with the Foundation’s desire to obtain
consistent returns through investments with the acceptance of prudent investment risks and the
rejection of those investment activities deemed to be too speculative in nature.



3)

4)

Foundation
Policy 201 — Endowment Policy
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INVESTMENT GOALS

Underlying the Fund’s investment goals are its needs to maintain the purchasing power of the
endowment income and to protect the real value of endowment principal. The investment
performance objective is to obtain a minimum total annual rate of return (after investment manager
fees) equal to the spending rate outlined in the Endowment Spending Policy, plus the rate of

inflation. Fherate-of-inflation-is-defined-as-the-annualrate-of change-in-the-ConsumerP

Recognizing the volatility of both the equity and bond markets, it is understood that this objective
may not be met on an annual basis. However, it is expected to be achieved when measured on a
three-year rolling average basis with the understanding that purchasing power may not be
maintained during low return environments.

ASSET MIX POLICY

Investment decisions shall be made within the framework of the goals stated above for optimizing
the total rate of return, keeping in mind the desirability of limiting year-to-year risk of income and
market fluctuations. These goals require that the total rate of return of the portfolio be optimized
rather than maximized. The optimal portfolio allocation is one that carefully equates expected rate of
return with expected risk of all investment categories used in the portfolio.

In setting the optimal allocation of assets for the Foundation’s endowment fund, the Foundation
Board of Directors (the “Board”) hereby adopts the following strategic (long-term) asset
allocation policy:



Foundation Comments made by investment consultant, Verus
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Page 3
Asset Class Minimum  Strategic Targef  Maximum /W Commented F: Strategic Target-in line with
Domestic Equities 2204 2830% 40% a;:_;proved AA s?u y — May 2018. Going forward, Verus
Large Cap US 15% 2_2_25% 30% will be suggesting rounder numbers here for targets.
Small/Mid Cap US 3% 65% 10%
International Equities 18% 2425% 30%
International 8% 1315% 20%
Developed
Emerging Markets 6% 1110% 15%
Core Fixed Income 17% 2022% 37%
Core US Fixed Income 14% 2022% 35%
TIPS 0% 0% 6%
Opportunistic Fixed 0% 3% 7%
Income
Emerging Market Debt 0% 03% 7%
High Yield 0% 0% 7%
Real Assets 5% 165% 16%
Real Estate 0% 5% 9%
REITs 0% 0% 8%
Real Assets Blend 0% 50% 7%
Alternatives 7% 15% 20%
_ Liguid-AlssiHFeR 7% 15% 20%
[Private Credid //{ CommentedF Aligned with approval of
Cash 0% 0% 3% Private Credit allocation in 2017
100%

The “strategic target” asset mix, which emphasizes diversification in order to lower expected risk
and to maximize expected total return to risk, is to be reviewed annually to ensure the established
guidelines are still appropriate. When new allocations are being implemented, the portfolio will
not be in line with the long-term targets until the new allocations are funded.

The minimum and maximum ranges within each asset class provide for investment flexibility.
Any tactical asset allocation changes are to be based on a one-to-two year horizon and should be
made in accordance with the established ranges.

The Foundation Board reserves the right to adjust these limits at any time.

5) REBALANCING GUIDELINES
When available, cash inflows/outflows will be deployed in a manner consistent with the strategic
asset allocation outlined in 81V. On a quarterly basis, the Investment Consultant will review the
portfolio for rebalancing to target allocations. The investment consultant will determine the necessity
of transactions based upon the criteria outlined above and, if deemed appropriate, will work with the
University Corporation Controller to execute the rebalancing and inform the Committee thereafter.
In addition, the Investment Committee may rebalance the portfolio back to target allocations at its
periodic meetings.

Exception — The Opportunistic Fixed Income asset category will not be rebalanced automatically. It
will be rebalanced at the Committee’s direction.
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6) INVESTMENT GUIDELINES
a) Overall Guidelines

i)

i)

i)

v)

As a general statement, the Foundation wishes its investments to be confined to
marketable securities.

The Corporation prohibits investments that jeopardize the safety of principal
concept or non-profit status of the Foundation. The following types or methods of
investments are expressly prohibited:

1) Trading in securities on margin;
(2) Investing in working interests in oil or gas wells;
?3) Derivatives which increase portfolio risk above the level that could

be achieved in the portfolio using only traditional investment securities. In
addition, derivatives will not be used to acquire exposure to changes in the
value of assets or indexes that by themselves would not be purchased for
the portfolio. Derivative usage is strictly limited to mutual funds.

4) Purchasing mortgages directly; and

(5) Unregistered or restricted stock.

The Board of Trustees of the California State University adopted a resolution
urging auxiliary boards that make corporate investments to issue statements of
social responsibility and to follow those precepts in examining past and
considering future investments. The Foundation Board recognizes and accepts its
social responsibility with respect to the investment of funds.

Unrestricted donations of marketable securities are to be liquidated in an orderly
fashion unless they conform to the investment model as determined by the
Investment Manager.

Mutual funds are permitted investment vehicles so long as their underlying
investments meet the criteria set forth in this policy.

b) Equity Category Guidelines

i)

i)

i)

The equity portfolio should be well diversified to avoid undue exposure to any
single economic sector, industry group, or individual security.

The holding of one firm’s common stock is not to exceed 5% of that firm’s total
common stock outstanding.

No more than 7.5% of the equity category’s portfolio shall be invested in the
stock of a single company.
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c) Fixed Income Category Guidelines
i)  Purchases of fixed income securities will be limited to U.S. Treasury or federal
agency obligations, State of California obligations, or those U.S. Corporate bonds
with ratings as prescribed in 8VI1.C.2. below.

ii)  Normally, at least 65% of assets invested in corporate bonds must be invested in
straight debt corporate bonds (and/or preferred stock and convertible securities)
rated a minimum of A3 by Moody’s of A- by Standard & Poor’s at the time of
purchase. With the exception of the high-yield fund, an account or fund is allowed
to hold no more than 20% of securities rated lower than Baa3 by Moody’s or
BBB- by Standard & Poor’s.

iii)  With regard to concentration by issuer, there are no limitations placed on
investment in U.S. government or federal agency guaranteed investments. No
more than 25% of the total investments in government fixed income vehicles may
be in State of California Bonds. For U.S. corporate bonds, however, investments
in any one issuer should:

(8] Not represent any more than 10% of the fixed income category,

2) Not be more than 5% of that security’s total issue, and

?3) The security should be part of an issue worth at least $50 million
par value.

d) Cash Equivalents Category Guidelines — The following investments are acceptable:
i)  Certificates of Deposit (maximum $250,000 per institution) — these investments
will be limited to licensed (Federally Chartered) financial institutions;

ii)  Commercial Paper — these investments will generally be limited to ratings A-1 (or
better) by Standard & Poor’s or P-1 (or better) by Moody’s;

iii)  U.S. Government and California State Government guaranteed securities, as well
as U.S. Treasury Bills;

iv)  Federal Agencies; and

v)  Other money market instruments that meet the test of high quality and liquidity.

e) Exceptions — Any exception to the guidelines #+-5\/H herein may be granted on an
interim basis by mutual agreement of the ExecutiveBirecterChief Executive Officer and
the Foundation Board Treasurer (if designated). Such interim exceptions shall be ratified
at the next regularly scheduled meeting of the Foundation Board of Directors.
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Assets acquired with special restrictions on substitution or sale should be managed in
strict accordance with the instruction of the donor.

7) ADMNISTRATIVE REVIEW POLICIES
a) Levels of Responsibility

b)

i)

ii)

Board of Directors/Investment Committee — The Foundation Board of Directors, on the
advice of the Foundation Investment Committee, is responsible for adopting the Endowment
Investment Policy, selecting outside investment managers, annually reviewing the
performance of outside investment advisors/managers, reviewing and approving amendments
to the Endowment Investment Policy, and reviewing investments. The Foundation
Investment Committee is responsible for recommending a prudent investment strategy for all
funds available for investment, developing guidelines in order to implement those investment
policies approved by the Board, and monitoring Auxiliary Accounting’s implementation of
those policies. At least quarterly, the Investment Committee Chair will report to the Board on
Fund investment performance.

Chief Executive Officer (“CEQ”) — The CEO is responsible for implementing and
administering the adopted Endowment Investment Policy, submitting a quarterly statement of
the prior quarter’s investment activity and performance analysis, and submitting an annual
report on the distribution of all earnings.

iii) Investment Consultant — The Investment Consultant is responsible for advising the

iv

~

Committee on investment policy, spending policy, asset allocation, investment manager
selection, and providing performance analysis and monitoring services and education. The
Investment Consultant shall prepare a monthly summary holdings report and a quarterly
performance report on the investment managers and the total assets of the Foundation. The
Investment Consultant shall meet with the Committee as requested.

Investment Manager(s) — When appropriate, the Investment Manager(s) is (are) delegated the
responsibility of investing and managing the Foundation’s endowment assets in accordance
with this Investment Policy and all applicable law. Each investment manager must either be
(2) registered under the Investment Company Act of 1940, (2) registered under the
Investment Advisors Act of 1940, (3) a bank, as defined in that Act, (4) an insurance
company qualified under the laws of more than one state to perform the services of
managing, acquiring or disposing of the Foundation’s endowment assets, or (5) such other
person or organization authorized by applicable law or regulation to function as an
Investment Manager.

Review of Investment Performance — Evaluation of the Fund’s performance will be on a total
return basis. These returns will be viewed in the context of the Fund’s objectives, relevant
market indices, and the performance of comparable college and university funds. The source
document for comparison will be the NACUBO annual endowment study or other studies,
reports, or indices as determined by the Foundation Board.
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Evaluation of the performance of asset groups, if applicable, will be based on the
following indices:

Asset Class Benchmark
Equities
Large Cap US S&P 500
Small/Mid Cap US Russell 2500
International Developed MSCI EAFE or MSCI ACWI ex U.S.
Emerging Markets MSCI Emerging
Core Fixed Income
Core US Barclays Capital Aggregate
TIPS Barclays US TIPS Index
Opportunistic Fixed Income
Emerging Market Debt JPM EMBIG
High Yield Barclays Capital High Yield
Real Assets
Real Estate NCREIF ODCE
REITs FTSE NAREIT
Real Assets Blend CPI+
Alternatives
HRFEHRund-of-Funds-Compesite- /w Commented Absolute Return removed and
Private Credit orBarclays Capital High Yield CPI1+5% replaced with Private Credit per 2017 Asset Allocation
B L ] BSC i decision by the Investment Committee
Cash 90 Day Treasury Bill 7\’{ Commented [l Commodities removed from }
Policy by Verus
Subsets of equities and fixed income investments will be measured against appropriate
benchmarks.
C) Foundation Administrative Costs — Endowment accounts are not currently subject to an

administrative fee to reimburse the Foundation for costs associated with administering the
endowment account.

d) Transfer of Funds to Endowment Fund — Funds may be admitted to the Fund at any time
consistent with the Foundation’s fiscal policies and procedures in connection with acceptance
and administration of gifts. Typically new money will be invested in the cash equivalent
category until such time as the Investment Manager(s) can prudently invest those funds in the
equity and fixed income components.
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8) RELATED DOCUMENTS
a) California State University Board of Trustees Resolution RFIN 7-78-6
b) Foundation’s Socially Responsible Investing Policy
c) Foundation’s Endowment Spending Policy
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1)

2)

PURPOSE

This Endowment Investment Policy is intended to provide guidelines for the prudent investment of
the Endowment Fund of Foundation of California State University, Monterey Bay (the
“Foundation”) and to outline an overall system of investment policies and practices such that the
Foundation’s ongoing financial obligations are satisfied. An additional and equally important
purpose of this document and other Foundation investment-related policies is to provide donors,
prospective donors, and donation recipients with information about investment performance
expectations, guidelines for distribution of earnings, and levels of reimbursements of costs to the
Foundation.

POLICY

a) Investment Objectives
Assets of the Endowment Fund (the “Fund”) of the Foundation shall be invested in accordance
with this Endowment Investment Policy and in compliance with State and Federal laws and
regulations.

The Fund represents the permanent funds of the Foundation, term endowments, and funds
functioning like endowments, which have been contributed by various donors to provide revenue
that will sponsor and support recognized functions or objectives of the University.

Two significant goals of endowment management are: 1) to preserve the purchasing power of the
assets throughout time, and 2) to provide a substantial, stable flow of resources to carry out the
purpose of the endowment(s). Preserving the purchasing power of assets allows future
generations to benefit from the endowment at the same level as the current generation.

Specifically, recommendations from the Investment Consultant, recommendations from the
Investment Committee, and subsequent action by the Foundation Board must properly balance
the following overall objectives:

1)  Return - to produce sufficient current and continuing income from investment returns to
support scholarships, special projects, and other ongoing academic activities as were
intended by the donors.

i)  Growth —to provide for growth of the Fund through investment in assets that have the
profitability of appreciating in value.

iii)  Safety — to place sufficient limitations on risks associated with the implementation of the
income and growth objectives and to protect the fund principal through the diversification
of assets and the setting of specific quality standards.
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The pursuit of the foregoing objectives must be consistent with the Foundation’s desire to obtain
consistent returns through investments with the acceptance of prudent investment risks and the
rejection of those investment activities deemed to be too speculative in nature.

3) INVESTMENT GOALS
Underlying the Fund’s investment goals are its needs to maintain the purchasing power of the
endowment income and to protect the real value of endowment principal. The investment
performance objective is to obtain a minimum total annual rate of return (after investment manager
fees) equal to the spending rate outlined in the Endowment Spending Policy, plus the rate of
inflation. Recognizing the volatility of both the equity and bond markets, it is understood that this
objective may not be met on an annual basis. However, it is expected to be achieved when measured
on a three-year rolling average basis with the understanding that purchasing power may not be
maintained during low return environments.

4) ASSET MIX POLICY
Investment decisions shall be made within the framework of the goals stated above for optimizing
the total rate of return, keeping in mind the desirability of limiting year-to-year risk of income and
market fluctuations. These goals require that the total rate of return of the portfolio be optimized
rather than maximized. The optimal portfolio allocation is one that carefully equates expected rate of
return with expected risk of all investment categories used in the portfolio.

In setting the optimal allocation of assets for the Foundation’s endowment fund, the Foundation
Board of Directors (the “Board”) hereby adopts the following strategic (long-term) asset
allocation policy:

Asset Class Minimum Strategic Maximum
Target
Domestic Equities 22% 30% 40%
Large Cap US 15% 25% 30%
Small/Mid Cap US 3% 65% 10%
International Equities 18% 25% 30%
International 8% 15% 20%
Developed
Emerging Markets 6% 10% 15%
Core Fixed Income 17% 22% 37%
Core US Fixed Income 14% 22% 35%
TIPS 0% 0% 6%
Opportunistic Fixed 0% 3% 7%
Income
Emerging Market Debt 0% 3% 7%
High Yield 0% 0% 7%
Real Assets 5% 5% 16%
Real Estate 0% 5% 9%
REITs 0% 0% 8%
Real Assets Blend 0% 0% 7%
Alternatives 7% 15% 20%

Private Credit 7% 15% 20%
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Cash 0% 0% 3%
100%

The “strategic target” asset mix, which emphasizes diversification in order to lower expected risk
and to maximize expected total return to risk, is to be reviewed annually to ensure the established
guidelines are still appropriate. When new allocations are being implemented, the portfolio will
not be in line with the long-term targets until the new allocations are funded.

The minimum and maximum ranges within each asset class provide for investment flexibility.
Any tactical asset allocation changes are to be based on a one-to-two year horizon and should be
made in accordance with the established ranges.

The Foundation Board reserves the right to adjust these limits at any time.

5) REBALANCING GUIDELINES
When available, cash inflows/outflows will be deployed in a manner consistent with the strategic
asset allocation outlined in 81V. On a quarterly basis, the Investment Consultant will review the
portfolio for rebalancing to target allocations. The investment consultant will determine the necessity
of transactions based upon the criteria outlined above and, if deemed appropriate, will work with the
University Corporation Controller to execute the rebalancing and inform the Committee thereafter.
In addition, the Investment Committee may rebalance the portfolio back to target allocations at its
periodic meetings.

Exception — The Opportunistic Fixed Income asset category will not be rebalanced automatically. It
will be rebalanced at the Committee’s direction.

6) INVESTMENT GUIDELINES
a) Overall Guidelines
i)  As a general statement, the Foundation wishes its investments to be confined to
marketable securities.

i) The Corporation prohibits investments that jeopardize the safety of principal
concept or non-profit status of the Foundation. The following types or methods of
investments are expressly prohibited:

1) Trading in securities on margin;
(2) Investing in working interests in oil or gas wells;
(3) Derivatives which increase portfolio risk above the level that could

be achieved in the portfolio using only traditional investment
securities. In addition, derivatives will not be used to acquire
exposure to changes in the value of assets or indexes that by
themselves would not be purchased for the portfolio. Derivative
usage is strictly limited to mutual funds.

4 Purchasing mortgages directly; and

(5) Unregistered or restricted stock.
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The Board of Trustees of the California State University adopted a resolution
urging auxiliary boards that make corporate investments to issue statements of
social responsibility and to follow those precepts in examining past and
considering future investments. The Foundation Board recognizes and accepts its
social responsibility with respect to the investment of funds.

Unrestricted donations of marketable securities are to be liquidated in an orderly
fashion unless they conform to the investment model as determined by the
Investment Manager.

Mutual funds are permitted investment vehicles so long as their underlying
investments meet the criteria set forth in this policy.

b) Equity Category Guidelines

i)

i)

The equity portfolio should be well diversified to avoid undue exposure to any
single economic sector, industry group, or individual security.

The holding of one firm’s common stock is not to exceed 5% of that firm’s total
common stock outstanding.

No more than 7.5% of the equity category’s portfolio shall be invested in the
stock of a single company.

¢) Fixed Income Category Guidelines

i)

i)

Purchases of fixed income securities will be limited to U.S. Treasury or federal
agency obligations, State of California obligations, or those U.S. Corporate bonds
with ratings as prescribed in 8VI1.C.2. below.

Normally, at least 65% of assets invested in corporate bonds must be invested in
straight debt corporate bonds (and/or preferred stock and convertible securities)
rated a minimum of A3 by Moody’s of A- by Standard & Poor’s at the time of
purchase. With the exception of the high-yield fund, an account or fund is allowed
to hold no more than 20% of securities rated lower than Baa3 by Moody’s or
BBB- by Standard & Poor’s.

With regard to concentration by issuer, there are no limitations placed on
investment in U.S. government or federal agency guaranteed investments. No
more than 25% of the total investments in government fixed income vehicles may
be in State of California Bonds. For U.S. corporate bonds, however, investments
in any one issuer should:

1) Not represent any more than 10% of the fixed income category,

(2) Not be more than 5% of that security’s total issue, and

(3) The security should be part of an issue worth at least $50 million
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par value.

d) Cash Equivalents Category Guidelines — The following investments are acceptable:
i)  Certificates of Deposit (maximum $250,000 per institution) — these investments
will be limited to licensed (Federally Chartered) financial institutions;

i)  Commercial Paper — these investments will generally be limited to ratings A-1 (or
better) by Standard & Poor’s or P-1 (or better) by Moody’s;

i)  U.S. Government and California State Government guaranteed securities, as well
as U.S. Treasury Bills;

iv)  Federal Agencies; and

v)  Other money market instruments that meet the test of high quality and liquidity.

e) Exceptions — Any exception to the guidelines herein may be granted on an interim basis
by mutual agreement of the Chief Executive Officer and the Foundation Board Treasurer
(if designated). Such interim exceptions shall be ratified at the next regularly scheduled
meeting of the Foundation Board of Directors.

Assets acquired with special restrictions on substitution or sale should be managed in
strict accordance with the instruction of the donor.

7) ADMNISTRATIVE REVIEW POLICIES
a) Levels of Responsibility

i)

Board of Directors/Investment Committee — The Foundation Board of Directors, on the
advice of the Foundation Investment Committee, is responsible for adopting the Endowment
Investment Policy, selecting outside investment managers, annually reviewing the
performance of outside investment advisors/managers, reviewing and approving amendments
to the Endowment Investment Policy, and reviewing investments. The Foundation
Investment Committee is responsible for recommending a prudent investment strategy for all
funds available for investment, developing guidelines in order to implement those investment
policies approved by the Board, and monitoring Auxiliary Accounting’s implementation of
those policies. At least quarterly, the Investment Committee Chair will report to the Board on
Fund investment performance.

Chief Executive Officer (“CEQ”) — The CEO is responsible for implementing and
administering the adopted Endowment Investment Policy, submitting a quarterly statement of
the prior quarter’s investment activity and performance analysis, and submitting an annual
report on the distribution of all earnings.

iii) Investment Consultant — The Investment Consultant is responsible for advising the

Committee on investment policy, spending policy, asset allocation, investment manager
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selection, and providing performance analysis and monitoring services and education. The
Investment Consultant shall prepare a monthly summary holdings report and a quarterly
performance report on the investment managers and the total assets of the Foundation. The
Investment Consultant shall meet with the Committee as requested.

Investment Manager(s) — When appropriate, the Investment Manager(s) is (are) delegated the
responsibility of investing and managing the Foundation’s endowment assets in accordance
with this Investment Policy and all applicable law. Each investment manager must either be
(1) registered under the Investment Company Act of 1940, (2) registered under the
Investment Advisors Act of 1940, (3) a bank, as defined in that Act, (4) an insurance
company qualified under the laws of more than one state to perform the services of
managing, acquiring or disposing of the Foundation’s endowment assets, or (5) such other
person or organization authorized by applicable law or regulation to function as an
Investment Manager.

Review of Investment Performance — Evaluation of the Fund’s performance will be on a total
return basis. These returns will be viewed in the context of the Fund’s objectives, relevant
market indices, and the performance of comparable college and university funds. The source
document for comparison will be the NACUBO annual endowment study or other studies,
reports, or indices as determined by the Foundation Board.

Evaluation of the performance of asset groups, if applicable, will be based on the following
indices:

Asset Class Benchmark

Equities

Large Cap US S&P 500

Small/Mid Cap US Russell 2500

International Developed MSCI EAFE or MSCI ACWI ex U.S.

Emerging Markets MSCI Emerging
Core Fixed Income

Core US Barclays Capital Aggregate

TIPS Barclays US TIPS Index
Opportunistic Fixed Income

Emerging Market Debt JPM EMBIG

High Yield Barclays Capital High Yield
Real Assets

Real Estate NCREIF ODCE

REITs FTSE NAREIT

Real Assets Blend CPI+
Alternatives

Private Credit Barclays Capital High Yield CP1+5%
Cash 90 Day Treasury Bill

Subsets of equities and fixed income investments will be measured against appropriate benchmarks.
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C) Foundation Administrative Costs — Endowment accounts are not currently subject to an
administrative fee to reimburse the Foundation for costs associated with administering the
endowment account.

d) Transfer of Funds to Endowment Fund — Funds may be admitted to the Fund at any time
consistent with the Foundation’s fiscal policies and procedures in connection with acceptance
and administration of gifts. Typically new money will be invested in the cash equivalent
category until such time as the Investment Manager(s) can prudently invest those funds in the
equity and fixed income components.

8) RELATED DOCUMENTS
a) California State University Board of Trustees Resolution RFIN 7-78-6
b) Foundation’s Socially Responsible Investing Policy
c) Foundation’s Endowment Spending Policy



B FOUNDATION

u OF CALIFORNIA STATE UNIVERSITY

am=m MONTEREY BAY

TO: Board of Directors DATE: December 3, 2019
FROM: Starr Lee REF: Board Meeting #2
Associate Executive Director December 13, 2019

SUBJECT: Technical Amendments Policy

RECOMMENDATION:

Approve the new policy, Technical Amendments Policy

PURPOSE

The proposed new policy establishes guidelines for adopting amended policies with
minor revisions considered “technical and non-substantive”.

100 Campus Center ~——~ Seaside, CA ——— 93955-8001 Attachment I111.B



sm FOUNDATION FOUNDATION OF CSUMB

OF CALIFORNIA STATE UNIVERSITY

sm=m MONTEREY BAY BOARD POLICY
Policy 101 Section: 100- Administration
Issue Date: 12/13/19
Technical Amendments Policy Last Reviewed: N/A

Previous Versions: N/A

1) PURPOSE
This policy establishes guidelines for adopting amended policies with minor revisions considered
“technical and non-substantive” and do not require the approval of the Board of Directors.

2) POLICY
The Foundation Board of Directors authorizes the Chief Executive Officer to make periodic
revisions to Board Policies under the following circumstances:
a) revised provisions do not alter the nature, scope or intent of the Board-adopted policy;

b) revised provisions are expressed and published in writing as an amendment to the policy
statement in the prescribed form; and

c) the Board is informed of the revisions made by the Chief Executive Officer at next Board
meeting following the policy revision.

3) RELATED DOCUMENTS
a) None
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TO: Board of Directors DATE: December 4, 2019
FROM: Sherry Baggett REF: Board Meeting #2
Controller December 13, 2019

SUBJECT: Agenda item: V-C, Corporation
Support Update

Enclosed is the material for Agenda item: V-C, Corporation Support Update

100 Campus Center ~—~—~ Seaside, CA ———~ 93955-8001

Attachment V.C



Foundation of CSU Monterey Bay

2019-20 Annual Operating Budget
November 27, 2019

Annual Budget Actuals at11/27/19
REVENUES
Operating revenues $ - $
Total Revenues $ - $
EXPENSES
Personnel costs $ 168,042 $ 68,381
Printing 500
Postage 250 30
Bank fees 300 126
Memberships 600 567
Legal and professional fees 4,000 18,847
Investment consultant fees 37,500 11,667
Accounting and auditing fees 13,000 6,000
Hospitality 800 222
Insurance 6,000 740
CSU indirect cost 9,000 4,467
Total Expenses $ 239,992 $ 111,047
NET LOSS $ (239,992) $ (111,047)
CONTRIBUTION FROM CORPORATION (SUBSIDY) $ 239,992 $ 111,047

Supplemental Information

Personnel costs consists of Corporation employee effort
Legal and professional fees are related to discussions on endowment gift agreements
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