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PURPOSE

To provide guidelines for establishing adequate reserves for CSU Channel Islands Foundation

(the Foundation) current operations, campus initiatives and future business requirements. The

Foundation shall establish, review, and approve the funding levels annually in accordance with
the established budget process and the availability of funds.

BACKGROUND

The establishment of adequate reserves for auxiliary organizations is required to meet the California State
University (CSU) financial standards established in Education Code, Section 89940(b). The Foundation
is adopting this requirement as an entity to ensure the provision of critical resources in times of economic
uncertainty as well as when needed to support future Foundation business requirements. The guidelines
established in this policy will serve as a foundation for establishing fund specific reserves.

POLICY

Accountability:

The University President has delegated authority and responsibility for effective oversight of all funds
held by the Foundation and all funds held in a fiduciary capacity. The campus Chief Financial Officer
(CFO) shall be the primary campus financial officer in respect to administration of these delegations of
authority and responsibility. (See attached policy link for reference: ICSUAM 02001.00
https://calstate. policystat.com/policy/8559140/latest/).

Applicability:
The policy applies to the Foundation.

Text:

The establishment of guidelines for Foundation reserves will help to support the Foundation’s operations
and future business requirements which generate philanthropic gifts, grants, and contributions that support
University programs and scholarships as well as the Campus’ mission and priorities. The guidelines
established are based on the CSU Channel Islands (CI) Campus Policy on University and Auxiliary
Operating Reserves. (See attached Campus policy link for reference: https://policy.csuci.edu/fa/04/fa-
04-002-policy-reserves.pdf ).

Terms & Definitions:

e Reserve: a set-aside of Unrestricted funds for a defined purpose.

e Fund: A fiscal and accounting level within the Foundation with a self-balancing set of accounts
recording cash and other financial resources, all related liabilities, and residual equities or balances,
and changes therein, which are segregated for the purpose of carrying on specific activities or
attaining certain objectives.

e Fund Balance: Cumulative carry-forward of accrual-basis revenues net of expense.

e Carry-Forward: Year-end unspent funds.
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Total Foundation Budget: Total budgeted Foundation expenses for all fund types: Endowment,
Scholarship, Temporarily Restricted, and Unrestricted.

Annual Operating Budget: Budgeted Foundation Expenses for Administrative and Direct Fund-
raising costs.

Foundation Operating Expenses: A category of expenditures that result in normal business
operations related to Administrative and Direct Fund raising.

Chief Financial Officer: The person designated by the Campus President pursuant to Executive
Order No 731.

Foundation Fund Types (source):

o Endowment funds include permanent funds invested to generate income which is then

allocated in accordance with the Foundation Investment Policy and of which the principal
amount or corpus cannot be spent unless allowed by the endowment agreement.
Scholarship funds are specific to providing scholarships.

Temporarily Restricted funds are designated for a specific area of use, such as, but not
limited to, academic programs or projects, capital projects, or student support programs.
This includes funds raised during campaigns that are designed to support designated
programs.

Unrestricted fund includes carry-forward fund balance and contributions given in support
of the University’s highest priority needs. Unrestricted operating funds will be used to fund
Foundation reserves as well as any initiative or priority not otherwise funded. Unrestricted
funds are for use at the discretion of the University President or designee.

Source of Reserve Funds:
Reserves will be funded by fiscal year end Unrestricted fund net revenue and will be allocated as a
contribution to the Foundation reserves.

RESERVE REQUIREMENTS:
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II.

III.

The Foundation shall maintain adequate levels of reserves in accordance with the University
reserve policy which requires reserves to be established for the following if applicable:

Economic Uncertainty
Working Capital
Future Business Requirements

Reserve balances shall maintain a minimum as outlined within the Reserve Fund Designations
and Funding Priority of this policy (below). Additionally:

If a reserve balance falls below the established minimum, a contingency plan must be
created to restore the minimum balance requirement.

If a reserve balance is in excess of maximum at the end of the fiscal year (June 30), the the
reason behind the excess must be provided and a plan to reduce the fund balance must be
submitted.

During a period of extreme fiscal crisis, the reserve balance may be suspended for a
specified period of time.

Understanding that the campus and auxiliaries operate under different circumstances and
conditions, which may change over time, the responsibility for the execution and
implementation of this policy is with the Vice President for University Advancement and Chief
Financial Officer.



RESERVE DESIGNATIONS and FUNDING PRIORITIES:

The following reserve designations provide a description of the reserve fund. Any carry-forward
associated with fiscal year end Unrestricted fund net revenue shall be reallocated annually according to
the priority and requirements outlined below. After reserves are funded, the remaining annual net
excess will be designated for the support of the University’s highest priorities needs.

A. Economic Uncertainty: This reserve fund shall be maintained to provide for unanticipated major
expenses or reductions in income resulting from shortfalls in donations, investment earnings, gift
fees, or uncollectible pledges. The minimum reserve level will be equal to one year of the previous
year’s annual Actual Unrestricted operating expenses plus 10% of total Budgeted Unrestricted
revenue from all sources. Maximum reserve level is two years of Actual annual operating expense.

B. Future Business Requirements: This reserve fund shall be maintained to provide for emerging
business/program requirements and/or new requirements for current business/program that have
been recognized as appropriate and within the Foundation’s mission. The annual budget may
include allocations from the reserve fund for current or emerging business/program. The minimum
reserve level is $250,000 and annual increases to the fund will equal no more than 10% of the
annual operating budget revenues. The maximum reserve amount is three (3) times the minimum
requirement, $750,000.

USE OF RESERVES and APPROVALS:

The use of reserves is available as a source for either budgeted or unbudgeted expenditures. If a proposed
allocation from the reserves results in the reserve fund balance decreasing below the defined minimum
requirements, the Vice President for University Advancement shall prepare a plan for returning the
reserve fund to its required minimum level. This plan shall be submitted to the Foundation Board who
will recommend final approval by the President prior to an allocation from the impacted reserve fund.

A. Economic Uncertainty: These funds may be accessed for an economic uncertainty, unanticipated
major expenses and/or reductions in income. The University President or designee shall assess an
emergency based on the level of risk to the Foundation and/or the University, its students, or
employees.

B. Future Business Requirements: This reserve funds may be accessed as a source of revenue in the
annual budget planning process to support emerging business/program requirements. The reserve
may also be used for emergency allocation with the approval of the University President. For a non-
emergency allocation, the proposed expenditure shall first be submitted to the Foundation Board for
review as an amendment to the current operating budget prior to final approval by the University
President.

All funding and expenses from the above reserves will be reviewed by the Finance and Investment
Committee and recommended for acceptance and approval by the Board of Directors and University
President.
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