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Present:

Visitors:

Recorder: Debra Poe, Executive Administrative Assistant

CALL TO ORDER

Joice Xiong called the meeting to order at 11:00am.

CONSENSUS ACTION ITEMS

I. Minutes: September 21, 2010 Meeting

A motion was made by Ed Merritt to approve the minutes of September 21, 2010 and was seconded by
Sarah Dick. The motion was approved.

ACTION ITEMS

2010-11 External Financial and Single Audit

David Prenovost stated Vicenti, Lloyd and Stutzman, LLP (VLS) was selected to perform the
Foundation financial and single audit for fiscal years 2007-2008 through 2011-2012 with this being their
fourth year of a five year engagement. The fee originally presented for 2010-2011 was $72,176;
however VLS lowered its fee to an estimated $62,400 due to the current economy.

A motion was made by Ed Merritt to approve retaining V icenti. Lloyd and Stutzman to perform the
financial and single audit for the fiscal year ended June 30, 2011 for $62,400 and present to the Board of
Directors for review and approval. The motion was seconded by Sarah Dick and approved.

DISCUSSION ITEMS

No discussion items presented

INFORMATION ITEMS

Child Care Auditor Selection

David Prenovost explained the Foundation issued a request for proposal (RFP) for an independent audit
of three Child Development Preschool Grant programs funded through the California Department of
Education. The California Education Code requires an annual financial and compliance audit of this
program and the audit engagement will cover a period of five years starring with Fiscal year 2010-2011.
The RFP was issued to 18 certified public accounting firms qualified to conduct this type of audit.
Foundation management will review the submitted proposals and make recommendations of the
required qualifications and criteria and the next regularly scheduled board meeting.

CSU Compliance Audit Update
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David Prenovost explained that once every three years the Office of the University Auditor conducts a
compliance audit of the Foundation as directed by the Committee on Audit of the CSU Board of
Trustees. The fieldwork began in June 2010, concluded in July, followed by a preliminary draft report in
October and a formal exit conference in November 2010.

Five Compliance Audit findings were reported and discussed that included missing signatures on
catering agreements, inventory management controls at the bookstore, proper placement of operating
funds in Trust and Other Liabilities of Foundation programs, tracking and security of computer
equipment purchased by grants and contracts and update IT disaster recovery plan. The Foundation is
addressing each finding individually by the appropriate timeline.

To further explain audit finding #3, Trusts and Other Liabilities of Foundation Programs and the proper
placement of operating funds, the CSU auditors recommended the Foundation complete a review of all
campus programs and projects accounts and determine within 60 days which accounts contain
state/campus operating funds.

The Foundation responded by conducting a review of all the campus programs and projects accounts
and received an approval for an extension of time pending the results and recommendations of the
Auxiliay Task Force on Executive Order 1052 and policy regarding auxiliary organizations.

Indirect Cost Study F & A Rate

David Prenovost explained the Foundation has negotiated a new indirect cost rate agreement with
The Health and Human Services (DHHS) for externally funded projects.

The new negotiated rates for the period Julyl, 2010 through June 30, 2011 are;
Organized Research 42%, Instruction 46%, Other Sponsored Activity 31.5% and off Campus 26%.

The new rates for the period July 1, 2011 through June 30, 2015 are:
Organized Research 45%, Instruction 48%, Other Sponsored Activity 32% and Off Campus 26%.

Executive Director's Report

I. Foundation's 2009-10 tax return is available for this committee's review and comment on a
secure website with a deadline of Friday, 2/11/11, at which point the return will be filed.

2. Foundation is proposing to modify its current benefit pension plan thru CalPERS from 2% at
55 formula to 2% at 60 for employees hired alter July 1, 2011. Additionally, Foundation picks
up 2/7ths of the amount required to be contributed by the covered employee; existing
employees contribute 5%. By moving to the 2%@60 benefit formula, Foundation
management is proposing to shift the 2/7ths to newly hired employees, increasing the
contribution amount from 5% to 7% for employees covered under the 2%@60 formula.

OPEN FORUM

The meeting was adjourned at 11:53am.

ong. Chair
ommittee
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Memorandum

Cal Poly Pomona
Date: September 6, 2011

Foundation

To: Audit Committee
Cal Poly Pomona Foundation. Inc.

;,.S4ialA14"Zr7
From: David rrenovost

Senior Managing Director/CFO

Subject: 2010-11 EXTERNAL AUDIT AND SINGLE AUDIT REPORTS

Vicenti Lloyd & Stutzman has completed the financial and single audits of Cal Poly Pomona
Foundation for the fiscal year ended June 30, 2011. The Foundation is expected to receive an
unqualified financial statement opinion with no management letter comments, with no material
weaknesses, reportable conditions and compliance issues noted proposed and/or discussed
with management.

Vicenti Lloyd and Stutzman presents the following draft reports to the Audit Committee:

Independent Auditors' Report and Comparative Financial Statements

Single Audit Reports

PROPOSED ACTION:

WHEREAS, The Foundation is requesting the Audit Committee accept Vicenti Lloyd &
Stutzman's Financial and Single Audit Reports for the fiscal year ended June 30, 2011 and
requests the above reports be presented to the Foundation's Board at its next regularly
scheduled meeting.

NOW, THEREFORE, BE IT RESOLVED that the Cal Poly Pomona Foundation. Inc., Audit
Committee accepts the Vicenti Lloyd & Stutzman's Audit Reports and requests the Reports be
presented to the Cal Poly Pomona Foundation's Board of Directors at its next regularly
scheduled meeting.

Passed and adopted this 21st day of September 2011.

By:
e Xiang, Cha

dit Committee
al Poly Pomona Foundation, Inc.
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JOHN LERIAS, CPA

STEPHEN C.WILLIAMS, CPA

JOSEPH O. ROMERO, CPA

To Management and the Audit Committee of the Board of Directors of Cal Poly Pomona
Foundation, Inc., State Preschool, General Child Care and Prekindergarten Programs

We have audited the financial statements of Cal Poly Pomona Foundation, Inc., State
Preschool, General Child Care and Prekindergarten Programs for the year ended June 30,
2011, and have issued our report thereon dated September 12, 2011. Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and Government
Auditing Standards

As stated in our engagement letter dated March 1, 2011 our responsibility, as described by
, professional standards, is to express an opinion about whether the financial statements
prepared by management with your oversight are fairly presented, in all material respects,
in conformity with U.S. generally accepted accounting principles. Our audit of the
financial statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of Cal Poly Pomona Foundation,
Inc., State Preschool, General Child Care and Prekindergarten Programs. Such
considerations were solely for the purpose of determining our audit procedures and not to
provide any assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free
of material misstatement, we performed tests of Cal Poly Pomona Foundation, Inc., State
Preschool, General Child Care and Prekindergarten Program's compliance with certain
provisions of laws, regulations, contracts and grants. However, the objective of our tests
was not to provide an opinion on compliance with such provisions.

Significant Audit Findings

Qualitative Aspects of Accounting Practices'

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Cal Poly Pomona Foundation, Inc., State
Preschool, General Child Care and Prekindergarten Programs are described in Note 1 to
the financial statements. No new accounting policies were adopted and the application of
existing policies was not changed during 2011. We noted no transactions entered into by
the Organization during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in
the proper period.
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Cal Poly Pomona Foundation, Inc.
Communication Letter
Page 2

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimates affecting the financial statements were:

Allocation of costs is key in order to allocate costs to each program. We evaluated the
key factors and assumptions used to allocate costs in determining that it is reasonable in
relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and conununicate them to the
appropriate level of management.

The material misstatements detected as a result of audit procedures were corrected by
management. The attached adjustments have been posted after our audit procedures and
are considered material in the aggregate.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or the
auditor's report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated September 12, 2011.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a "second opinion" on certain situations. If a
consultation involves application of an accounting principle to the Company's financial
statements or a determination of the type of auditor's opinion that may be expressed on

5



Cal Poly Pomona Foundation, Inc.
Communication Letter
Page 3

those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

This information is intended solely for the use of the Board of Directors of Cal Poly
Pomona Foundation, Inc. and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,

GYL DECAUWER LLP
Rancho Cucamonga, California
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Client: Cal Poly Pomona Foundation, Inc.
Engagement: Cal Poly Pomona Foundation, Inc. 6/30/11
Period Ending: 6/30/2011
Workpaper: Adjusting Journal Entries Report

Account Description W/P Ref Debit Credit

Adjusting Journal Entries JE # 1 AC-01
To properly state CSPP contract and CCTR contract.

7

1128-10 Accrued Income 15,680.00
2020-10 Accrued Expenses 7,819.00
2500-10 Grants & Contracts Payable 29,849.08
4600-30 Earned Equities - Fund 2 222.77
5102-10 Subsidized Revenued 27,803.00
1128-30 Accrued Income 25,568.00
2020-10 Accrued Expenses 27,580.08
2500-30 Grants & Contracts Payable 199.77
4600-10 Earned Equities - Fund 2 27,803.00
5102-30 Subsidized Revenues 223.00

Total 81,373.85 81,373.85



To: Audit Committee
Cal Poly Pomona Foundation, Inc.

';;444-
From: David F. Prenovost

Senior Managing Director/Chief Financial Officer

Subject: 2010-11 STATE PRESCHOOL PROGRAM AUDIT

GYL Decauwer, LLP has completed the audit of the State Preschool Program grants from the
California Department of Education for the fiscal year ended June 30, 2011. The audit report and the
results of the audit are as follows:

Report on Compliance and on Internal Control over Financial Reporting Based
on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards.

The results of GYL Decauwers tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards. In

addition, there were no matters involving the internal control over financial
reporting and its operation that GYL Decauwer considered to be material
weaknesses.

PROPOSED ACTION:

WHEREAS, The Foundation is requesting the Audit Committee accept GYL Decauwer's State
Preschool Program Audit Report for the fiscal year ended June 30, 2011 and requests the above
report be presented to the Foundation's Board at its next regularly scheduled meeting.

NOW, THEREFORE, BE IT RESOLVED that the Cal Poly Pomona Foundation, Inc., Audit Committee
accepts the GYL Decauwers State Preschool Program Audit Report and requests the Report be
presented to the Cal Poly Pomona Foundation's Board of Directors at its next regularly scheduled
meeting.

Passed and adopted this 21st day of September 2011.

Memorandum

Date: September 7, 2011

ice Xiong, Chair
udit Committee

Cal Poly Pomona Foundation, Inc.
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Memorandum

Date: September 16, 2011

To:

From: G. Pa; tore
Executive DirectoQr/t7

Board of Directors
Cal Poly Pomona Foundation, Inc.

Subject: FOUNDATION ACCEPTANCE OF UET NET ASSETS

Per discussions with the Cal Poly Pomona University Educational Trust (UET) Board of
Directors, the Chancellor's Office and University Administration, a decision has been made
to dissolve the UET and transfer all of its net assets to the Cal Poly Pomona Foundation,
Inc. The Foundation previously held endowment funds until the creation of the UET and is
fully prepared to take appropriate measures to accept the net assets.

RECOMMENDATION ACTION The Board of Directors approves the following resolution.

WHEREAS, the Board understands that the Cal Poly Pomona University Educational Trust
(the "UET") intends to dissolve and name the Foundation as the recipient of the UET's
assets remaining after payment, or the provision for payment, of all of the UET's known
outstanding debts and liabilities;

WHEREAS, the Board finds it to be in the best interests of the Foundation for the
Foundation to accept such assets and to be named as the residual beneficiary in the
liquidation plan of the UET;

WHEREAS, the Board has been informed that the UET will receive the required approvals
of the President of California State Polytechnic University Pomona, the Chancellor's Office
of the California State University, and the Board of Trustees of the California State
University to dissolve and so distribute its remaining assets to the Cal Poly Pomona
Foundation;

THEREFORE, BE IT RESOLVED, that the officers and directors of the Foundation be, and
hereby are, authorized and directed to: (i) take all appropriate measures to receive the
assets of the UET upon its dissolution, (ii) enforce any restrictions placed on the use of any
such assets, and (iii) take such other action as may be necessary or advisable in connection
with the receipt of such assets, including making a good faith guarantee of the payment of
certain liabilities of the UET (a) which are more readily ascertained subsequent to the UET's
dissolution and (b) for which unrestricted assets will be received from the UET upon its
dissolution in an amount sufficient to provide for the payment of such liabilities.

toAel/S"
Cal Poly Pomona

Foundation
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Memorandum

Date: September 16, 2011

To: Audit Committee
Cal Poly Pomona Foundation, Inc.

From: G. Pau'tStore
Executive Director

Subject: Foundation Endowment Policy

The Cal Poly Pomona Foundation has not updated its Endowment Investment Policy since
2000. It currently has no permanent endowments in its investment portfolio. In discussions
with the University, the Foundation may begin to accept endowments in the future and
pursuant to that the Finance and Investment Committee has approved forwarding the
following Endowment Investment Policy to the Board at its next regularly scheduled meeting
by simply adopting the UET's Investment Policy #1.

Ael
Cal Poly Pomona

Foundation

10



Subject:

Reference:

Endowment Investment
Policy

229-III-A; 230-1I-C; 275-1I-D
277-IV-C; 300-1I-D; 348-

CAL POLY POMONA FOUNDATION, INC.

POLICIES AND PROCEDURES

11

Policy No.
Old No.:
Date:
Revision:

130
1991-1
04/25/91
05/29/96; 09/04/96;
12/19/00, 09/27/11

PURPOSE AND INTENTION
The purpose of this statement is to establish a clear understanding between the Cal Poly Pomona
Foundation (Foundation) and their Investment Managers regarding investment objectives and policy
guidelines.

OBJECTIVE
The Foundation monitors and forecasts expenditures and revenues, thus enabling the Foundation to
invest funds to the fullest extent possible. The Foundation attempts to obtain the highest return
available, while investments meet the criteria established for safety (preservation of capital), return and
liquidity.

A. SAFETY
Safety of principal within the context of positioning the portfolio to have a reasonable probability of
achieving the targeted returns noted in this policy is the foremost objective of the Foundation.
Management of the portfolio shall be undertaken with the objective of minimizing the opportunity for loss
of capital with the understanding that a degree of risk must be accepted for the portfolio to achieve the
return objectives in both absolute and relative terms. The achievement of a positive risk-adjusted return
is dependent upon proper design and execution of the investment strategy. In managing the portfolio,
the Foundation shall be cognizant of two types of risk: credit risk and market risk.

Credit Risk or the risk of loss due to failure of the issuer, is managed by proper due diligence prior to
investing and on an ongoing basis, and diversifying the investment portfolio so the failure of any one
issuer would not materially affect the performance of the portfolio.

Market Risk is the risk of investment value fluctuation due to changes in the general level of interest
rates or the issuer's individual or industry sector performance. This risk shall be managed by limiting the
average duration of the fixed income portion of the Foundation's investment portfolio to five years and
the maximum duration of any one security to ten years, with the exception of Mortgage-Backed
Securities (MBS), the maximum maturity of which shall be limited to 30 years. Market risk shall also be
mitigated by structuring the portfolio so fixed income securities maturing match cash outflows,
eliminating the need to sell securities prior to their maturity. With respect to the equity portion of the
portfolio, market risk is managed by due diligence in selecting and monitoring investees as well as
diversification by company and by industry sector. It is recognized that within a diversified portfolio,
occasional measured losses are inevitable and must be considered within the context of the overall
return on the investment.

B. RETURN ON INVESTMENT
The Foundation's investment portfolio shall be designed to attain or exceed a target rate of return
throughout economic cycles consistent with risk limitations and prudent investment principles. The target
rate of return shall be measured in "absolute", "relative" and "comparative" terms as determined from
time-to-time, by the Finance Committee. See Section IX of this Investment Policy.



C. LIQUIDITY
The Foundation's investment portfolio will remain satisfactorily liquid to enable the Foundation to meet
anticipated operating and cash flow requirements. Historical and cash flow needs are to be analyzed
continuously.

SCOPE
The funds identified in this section and entrusted to the Foundation will be pooled in an actively managed
portfolio. The Foundation shall oversee management of the portfolio within the content of the "Uniform
Prudent Management Investment Funds Act of 2008" which states:

". . .each person responsible for managing and investing an institutional fund shall manage and invest
the fund in good faith and with the care an ordinarily prudent person in a like position would exercise
under similar circumstances.

DELEGATION & GRANTS OF AUTHORITY
Responsibility for the investment program has been delegated by the Foundation to the Finance
Committee. The Finance Committee will obtain approval of the Board of Directors before implementing
any changes to this investment policy. A report on portfolio performance will be provided to the full
Foundation Board at each regularly scheduled Board meeting.

ETHICS AND CONFLICT OF INTEREST
All Foundation Board members and investment personnel including family members shall refrain from
personal business activity which could create a conflict in fact or in appearance with proper execution of
the investment program, or which could impair their ability to execute impartial investment decisions. All
such personnel shall disclose to the Executive Director any material financial interests in financial
institutions which conduct business within the jurisdiction and shall disclose any material financial
investment positions which could be related in a conflicting manner to the performance of the
FOUNDATION's investment portfolio. The Executive Director shall report in writing to the full Board at
least annually all issues, which could influence the performance of the Foundation 's investments.

CRITERIA FOR SELECTION OF INVESTMENT MANAGERS
In order to retain investment management organizations that have demonstrated competence in
executing one or more investment strategies consistent with the established policy, the following criteria
will be applied in retaining existing firms and selecting new investment managers:

Demonstrated performance in one or more of the asset categories defined in sections X.
A sound research program;
A disciplined consistent and measurable approach to the construction and monitoring of portfolios;
Established investment control procedures with operating management information to assure regular

review of the portfolio manager's decisions;
Ability to trade at the lowest competitive rates and consistently secure best price execution;
Primary business purpose will be investment management and will have sufficient experience with

educational endowment assets;
Demonstrated ability to manage its affairs in a businesslike manner and with a high degree of

financial stability;
An experienced, highly competent professional staff, recognized as such within the industry.

Continuity of such personnel will be considered;
No conflict of interest with the policy, objectives, or organization of the investment portfolio nor any

conflict which would interfere with prudent management of the portfolio's assets;
Capability to report accounting and performance data in a timely manner;
Competitive fee structure.

12



AUTHORIZED INVESTMENT ADVISORS
All custodians, investment advisors and brokers who perform investment transactions for the
FOUNDATION must supply the Executive Director with the following:

Annual audited financial statements*
Proof of National Association of Security Dealers certification**
Proof of registration with the SEC and a copy of their ADVII***
Completed broker/dealer questionnaires
Certificate of reviewing and understanding the FOUNDATION's investment policy
Certificate of understanding the delivery versus payment instructions for custody
Conflict of interest certification/statement

* Custodians and brokers only
** Brokers only
*** Investment advisors only

A written annual review of the above items will be conducted by the Executive Director. This review shall
take place within ninety (90) days after the close of the fiscal year (June 30), and shall be reported to the
Finance Committee at the next regularly scheduled meeting.

VIII. PERFORMANCE EVALUATION
Performance will be reviewed for purposes of determining adherence to appropriate risk levels, and for
comparison of returns to the established objectives and specific goals.

It is recognized that investment results can fluctuate through market cycles. Achievement of total rate of
return within the risk levels identified will be the primary basis upon which to evaluate manager
performance. Each manager's portfolio will be monitored quarterly by the Finance Committee. A
comprehensive annual report from the Committee will be presented to the full Board of Directors.
Update reports will be made to the Board of Directors by the Committee Chair quarterly.

13



ENDOWMENT FUND

A. RETURN OBJECTIVE
The purpose of the Endowment is to support the University and its mission over the long term.
Accordingly, the purpose of this statement is to establish a written procedure for the investment of the
Endowment's assets, and to ensure that the future growth of the Endowment is sufficient to offset normal
inflation plus reasonable spending, thereby preserving the constant dollar value and purchasing power of
the Endowment. This statement will establish appropriate risk and return objectives in light of the fund's
risk tolerance and investment time horizon. These objectives, as well as asset allocation guidelines and
suitable investments are outlined below.

The return objectives of the Endowment Fund shall be viewed from three perspectives as follows:
Absolute - Real (i.e., net of inflation) rate-of-return Relative - Time-weighted rates of return versus
capital market indices; and Comparative - Performance of the Investment Manager(s) as compared to a
universe of similar investment funds.

1. The Absolute Objective of the Endowment Fund is to seek an average total annual return of 5.0%
plus the percentage change in the greater Los Angeles area CPI. This objective shall be measured over
rolling one, three, five and ten year time periods; The intent of this objective is to measure, over time, the
return on the portfolio as measured in, inflation adjusted terms.

2. The Relative Objective of the Endowment Fund is to seek competitive investment performance
versus appropriate capital market benchmarks or indices. This objective shall be measured primarily by
comparing investment results over an annualized year-to-date, one, three, five and ten year time periods,
to:

The MSCI US Prime Market 750 Index as a benchmark for the Domestic Equity component;
The MSCI EAFE Index (in US dollars) for the International Equity component;
The Lehman Aggregate Bond Index as a benchmark for the Fixed Income component;
The 90-Day Treasury Bill Index as the benchmark for the Cash and Equivalent component.
The MSCI US REIT Index for the Real Estate component.

3. The Comparative performance objective of the Endowment Fund is to achieve a total rate of return
that is above the median performance of universe of similar endowments.

The endowment and quasi-endowment assets have a long-term, indefinite time horizon that runs
concurrent with the endurance of the institution, in perpetuity. As such, these funds can assume a time
horizon that extends well beyond a normal market cycle, and can assume an above-average level of
return volatility (as measured by the standard deviation of annual returns) in exchange for an expected
higher level of returns over the longer time horizon. It is expected, however, that both professional
management and sufficient portfolio diversification will smooth volatility and help to assure a reasonable
consistency of return.

14



TARGET ASSET ALLOCATION
To achieve its return objectives, the Endowment Fund shall be allocated among a number of asset
classes. These asset classes may include: domestic equity, domestic fixed income, international equity,
international fixed income, real estate and cash. The purpose of allocating among asset classes is to
ensure the proper level of diversification within the Endowment Fund. It is understood that endowments
may temporarily be placed in a cash equivalent account prior to investing in longer term instruments.

The following Target Asset Mix Table defines the Endowment Fund's target asset allocation.

No more than 5 percent of the asset class may be invested in any single equity or fixed income
issuer.

Exposure to any industry sector shall generally be limited to 20 percent of the asset class. This
sector limitation is applicable to both debt and equity.

* All limitations expressed on a market value basis.

The general policy shall be to diversify investments among both equity and fixed income securities so as
to provide a balance that will enhance total return while avoiding undue risk concentration in any single
asset class or investment category.

Investments (both debt and equity) in international issues shall be U.S. dollar denominated or
appropriately hedged so as to eliminate fluctuations in value attributable to changes in currency
exchange rates.

ACCEPTABLE INSTRUMENTS
Money Market Funds
Certificates of Deposit
Common and Preferred Stocks
U.S. Government or Government Agency Obligations,
Mortgage Backed Securities
Corporate Debt
Repurchase Agreements
Mutual Funds (Debt or Equity)
Real Estate
Hedge Funds
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Target Asset Mix Table

Rancie Target Wt. Representative IndexAsset Class
Equities

Domestic 35 65% 45% MSCI US Prime Market 750
International/Foreign 5 20% 20% MSCI EAFE

Fixed Income incl. MBS
(Domestic and International) 20-50% 30% Lehman Intermediate Govt/Corp

Cash Equivalents 0-20% 0% 90-Day Treasury Rate
Real Estate 0-10% 5% MSCI US REIT

Hedge Funds 0-20% 0% Comparable Index



With respect to the above listed investments, the following limitations will apply:

Money Market Funds including the Local Agency Investment Fund (LAIF). No more than 5% of the
market value of the total portfolio may be invested in any fund. All funds utilized must be pre-approved by
the Finance Committee.

Certificates of Deposit. Investments in certificates of deposit in any insured bank or savings institution
shall be limited to the FDIC insurance maximum.

Common and Preferred Stocks. No more than 5% of the total market value of the asset class may be
invested in any single stock.

No more than 20% of the market value of the asset class may be invested in the obligations of any
U.S. Government Agency.

U.S. Government or U.S. Government Agency Obligations. There is no limitation within the asset
class as to the percentage of the portfolio, which can be invested in U.S. Government obligations.

Mortgage Backed Securities. All investments in MBS shall be U.S. Agency guaranteed (e.g. GNMA,
FNMA, FHLMC). No more than 5% of the total market value of the asset class may be invested in any
single security and no more than 20% of the total market value of the asset class may be invested in
MBS issued by any U.S. Agency.

Corporate Debt, including Commercial Paper. No more than 5% of the market value of the asset
class may be invested in debt issued by any domestic or international corporation. Corporate debt must
carry an investment grade rating by at least two of three rating agencies (i.e. Moody, S&P and Fitch) at
time of purchase. Rating downgrades subsequent to purchase shall be managed on a case-by-case
basis. This policy authorizes investment of up to 10% of the market value of the asset class in non-
investment grade debt provided that all such investments shall be made through mutual funds so as to
diversify risk. The average credit rating of the total asset class shall be maintained at AA or above.

Repurchase Agreements. The Foundation may invest in repurchase agreements with banks and
Primary Dealers in U.S. Government Securities with which the Foundation has entered into a Public
Securities Association (PSA) repurchase contract, which specifies terms and conditions of repurchase
agreements. The maturity of repurchase agreements shall not exceed 30 days. The market value of
securities used as collateral for repurchase agreements shall be monitored daily by the Foundation's
staff and will not be allowed to fall below 102% of the value of the repurchase agreement. Repurchase
agreements cannot exceed 20 percent of the total market value of the asset class.

Mutual Funds. For purposes of this Policy, mutual funds shall be considered and treated as
investments in common and preferred stocks and therefore subject to the same limitations.

Real Estate. Investments in real estate shall be limited to securities (e.g. REITs) for which there is a
ready and active market.

Hedge Funds. Investments in hedge funds shall be limited to funds approved by the investment
advisor.

D. REBALANCING
The Committee, and its investment advisors, on an ongoing basis and in accordance with market
fluctuations, shall rebalance the investment portfolio so it remains within 5 percentage points of the
ranges of targeted asset allocations, and the planned distribution among investment managers.

Formal asset allocation studies will be conducted at least every two years, with annual evaluations of the
validity of the adopted asset allocation.

16



QUASI-ENDOWMENT FUND
The purpose of this fund is to contain the money set aside for the specific purpose of meeting the
unforeseen cash needs of the University. It is not expected these funds will be needed for the daily
operation of the University. This fund is to be managed in accordance with the investment parameters,
acceptable instruments, and guidelines set forth in Section IX, of this Policy.

INVESTMENT POLICY REVIEW
This Statement of Investment Policy shall be reviewed by the Finance Committee at least annually to
ensure consistency with the overall objectives of the portfolio. The Statement of Investment Policy shall
also be reviewed annually to ensure its compliance and relevance to the current law, financial and
economic trends, and to meet the cash flow requirements of the Foundation. Investment operations are
reviewed monthly by the Foundation staff during the reconciliation process of investment transactions to
the third party statements and the proof of cash process. The investment portfolio is audited annually by
the Foundation's independent accountants.

SIGNATURE AUTHORITY
The Foundation's Executive Director and any other member of the Executive Committee and the
University President are given the authority as signatories. Two signatures (including at least one
manual) will be required on all checks, drafts, or other orders for payment of money issued in the name
of the Foundation that are in an amount of less than $5,000. Two manual signatures will be required on
all items equal to or greater than $5,000.
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Memorandum

Date: September 7, 2011

To: Audit Committee
Cal Poly Pomona Foundation, Inc.

From: David F. PrenovostLQ_SII
Chief Financial Officer

Subject: CSU COMPLIANCE AUDIT

As reported at the April 2010 and February 2, 2011 Audit Committee meetings, once every
three years, the Office of the University Auditor conducts a compliance audit (internal audit) of
the Foundation as directed by the Committee on Audit of the CSU Board of Trustees.

The Foundation received the following findings:

Operating and Administrative Agreements
Operational Compliance
Trust and Other Liabilities
Equipment Tracking and Security
Disaster Recovery Plan

The above findings have all been cleared through the Office of the University Auditor except for
the finding related to Trust and Other Liabilities. This finding remains outstanding due to the
pending CSU guidelines that have not been finalized. Once these guidelines are finalized, the
Office of the University Auditor will provide the Foundation with a notice to implement these
finalized guidelines and then the Auditor will audit this finding according to those standards.

The final internal audit report is dated November 29, 2010 and the complete report may be
reviewed at the California State University web site
at http://www.calstate.edu/audit/Audit Reports/auxorq/2010/1003AUXORGPomona.pdf

Cal Poly Pomona

Foundation
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Memorandum

Date: September 6, 2011

To: Audit Committee
Cal Poly Pomona Foundation, Inc.

From: David Prenovost
Senior Managing Director/CFO

Subject: CSU PCI Compliance Update

Payment Card Industry (PCI) standards were originally begun in 2004 by the Payment
Card Industry Security Standards Council (PCI SSC), a consolidated group
comprised of Visa. MasterCard. American Express, Discover and the JCB (Japan
Credit Bureau). Each company's intentions were roughly similar: to create an additional
level of protection for card issuers by ensuring that merchants meet minimum levels of
security when they store, process and transmit cardholder data.

The standard the council released, called the Payment Card Industry Data Security
Standard (PCI DSS) protects major debit, credit, prepaid, e-purse, ATM, and POS
cards, by increasing controls around cardholder data to reduce credit card fraud via its
exposure. Validation of compliance is done annually - by an external Qualified Security
Assessor (QSA) for organizations handling large volumes of transactions, or by Self-
Assessment Questionnaire (SAQ) for companies handling smaller volumes. Our
campus falls under the smaller (SAQ) validation, based on total transaction volume.

Within the 12 major areas put forth by the standard for full compliance, the Foundation
is actively working with the University in the following areas to complete the SAQ:

Building and maintaining a more secure network through sequestering
(firewalling) PCI network traffic.
Protecting cardholder data through staff card management training, password
protection and transaction transmission encryption.
Improving vulnerability management processes to eliminate viruses and malware
on all systems.
Implementing stronger access control measures by limiting cardholder data
exposure to business need-to-know.
Partnering with the University to develop regular monitoring and testing of
networks, systems and processes.
Expanding Foundation information security policies to alignment with the
campus.

,Aelf
Cal Poly Pomona

Foundation
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Memorandum

Date: September 6, 2011

To: Audit Committee
Cal Poly Pomona Foundation, Inc.

From: David Prenovost
Senior Managing Director/CFO

Subject: IRS Audit of CSU System Revenue Bonds

The IRS has requested documentation from the CSU regarding the System Revenue Bonds
(SRB), Series 2005A and 2005B, please see attached memo. The Foundation, in concert with
the University has provided all the requested documentation and is prepared to provide back-up
documents, including invoices, pertaining to the claim schedules, at a future date if requested by
the IRS. In addition, there were no third-party management and no vendor subleases utilized in
the Project as described below.

As you may recall the Foundation entered into a ground and facilities lease agreement with the
Board of Trustee of the California State University System (Board) and agreed to undertake the
financing of certain capital costs with respect to the University Village Phase III construction of
an additional 466 bed-spaces at the University Village student housing complex (Project).

The Board assisted the Foundation by issuing its 2005 SRB Bonds and applied the proceeds
totaling $29,866,650 of such Bonds to the Foundation pursuant to the Capital Lease, subject to
the following general terms and conditions: the maximum annual debt service under the Capital
Lease is $1,830,625 and the scheduled term of the Capital Lease is 31 years from completion of
the construction of the Project in September 2005.

We will continue to update the Audit Committee and the Board with any additional information
as this IRS audit proceeds through the process.
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EllThe California State University
OFFiCE OF THE CHANCELLOR

Financing & Treasury
4-01 Golden Shore, 5th Roof, Long Beach, CA 90802-4210
562-951-4570/Fax 562-951-4971

www.calstate.edu

July 29, 2011

Associate Vice Presidents, Business and Finance
Executive Directors Auxiliary Organization

Re: IRS Audit on Construction Projects Funded by SRB Series 2005A and 2005B URGENT Response

Dear Associate Vice Presidents and Executive Directors Auxiliary Organization;

We have been requested to provide documentation to the Internal Revenue Service (IRS) in response to
an audit focusing on the Systemwide Revenue Bonds (SRB), Series 2005A and 2005B. The audit will
cover 17 construction projects, along with 10 prior bonds refunded by these series (as noted in Enclosure
A). We are working closely with our tax counsel and need your assistance to adequately respond to the
IRS given the deadline of August 12, 2011. We will need to summarize and organize various documents,
including those that we are requesting from you. In order to nzeet our deadline, please send to me via
email the following documents prior to the end of next week-lugust 5m:

An Excel File summary of all claim schedules pertaining to allocation orders noted using
Enclosure B's format.
PDF copies of all related claim schedules. (Please be prepared to provide copies of the back-up
documents, including invoices, pertaining to these claim schedules, at a future date);
All third-party management and vendor contracts related to the projects and refimded bonds that
have been in effect since April 14, 2005, the closing date for the Series 2005A and 2005B bonds.
(PDF format).

We are very appreciative of the time and resources that you will provide us given this tight deadline. We
recognize the staff and time constraints and will work with the IRS to obtain more time, however, an
extension of time should not be relied upon. Feel free to contact me or Angelique Sutanto at (562) 951-
4570, should you need further information.

Sincerely,
../4/

Rosa H. Renaud
Senior Financial Manager
Financing and Treasury

Enclosures

cc: Vice Pres,idents, Business and Finance, at:
Channel Islands Humboldt Sacramento San Marcos
Dominguez Hills Long Beach San Bernardino Sonoma
East Bay Los Angeles San Diego
Fresno Northridge San Francisi:,()
Fullerton Pomona San Jose

George Ashkar Ben Quillian
Robert Eaton Elvyi-a San Juan
Syrus En

21

CSU Campuses Fresno Monterey Bay San Francisco
Bakersfield Fullerton Northridge San José
Channel Islands Humboldt Pomona San Luis Obispo
Chico Long Beach Sacramento San Marcos
Dominguez Hilts Los Angeles Sao Bernardino Sonoma
East Bay Maritime Academy Sao Diego Stanislaus


