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1. Callto Order
2. Roll Call

3. Public Comment
Public comment not pertaining to specific agenda items is welcome at this time. If you wish to speak
to any item listed, please complete a Request to Speak Card available from the executive director. It
is suggested that speakers limit themselves to 5 minutes.

4. Approval of Agenda (ACTION)
4.A. Agenda for April 5, 2017

5. Approval of Minutes (ACTION)

5.A. Minutes of September 22, 2016 (M. Black, L-V. Cox, B. Lotwala, G. Walker) 1-4

5.B. Minutes of January 11, 2017 (M. Black, L-V. Cox, T. Lopez, G. Owen, G. Walker) 5-8

5.C. Minutes of February 23, 2017 (M. Black, L-V. Cox, T. Lopez, G. Owen, G. Walker) 9-10

5.D. Notes of March 16, 2017 11-12
6. Review and Approval of Financial Statements (ACTION) 13

6.A. Check Registers —12/31/2016, 1/31/2017, 2/28/2017 14 - 24

6.B. Contributions Report—2/28/2017 25

6.C. Statement of Operations —2/28/2017 26

6.D. Balance Sheet—2/28/2017 27

6.E. Portfolio Summary —2/28/2017 28

6.F. General Operations Budget (Revised) —2/28/2017 29-30

7. Committee Business
7.A. Review Morgan Stanley and Northern Trust Benchmarks 31-33

8. Date for Next Regular Finance Committee Meeting — July 12, 2017 (ACTION)

8.A. Adiscussion to change the next scheduled meeting from July 12, 2017, to late June.
9. Adjournment of Finance Committee (ACTION)
In compliance with the Americans with Disabilities Act, if you need assistance to participate in this
meeting, please contact the Allan Hancock College Foundation office at (805) 925-2004. Please
make requests 48 hours prior to the meeting in order to make reasonable arrangements to ensure
accessibility to this meeting.

800 South College Drive, P.O. Box 5170, Santa Maria, CA 93456-5170 | www.ahcfoundation.org
805.925.2004 or 805.922.6966, ext. 3621 | fax 805.739.1064 | zhcioundation@hancockeollege.edu

The mission of the Allan Hancock College Foundation is to operate for the advancement of education by raising funds and building community
support to meet the needs of the college in the areas of scholarships, capital/infrastructure projects and program support.
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ALLAN HANCOCK COLLEGE FOUNDATION
FINANCE COMMITTEE MEETING
Minutes of September 22, 2016

A regular meeting of the Finance Committee was held on September 22, 2016, at 4:00 p.m. at Allan Hancock College,
Building B — Room 202, 800 S. College Dr., Santa Maria, California.

1.

MEETING CALLED TO ORDER
The meeting was called to order by Foundation Board Treasurer Guy Walker at 4:07 p.m.

ROLL CALL
Finance Committee members present: M. Black, L.-V. Cox, B. Lotwala, G. Walker

Finance Committee members absent: P. Hesse
College Staff: S. Houghton, K. Seyfert
Staff present: M. Cox

PUBLIC COMMENT
There were no requests from the public to address the committee.

APPROVAL OF AGENDA
Director Walker asked committee members to review the agenda for today’s meeting and called for a motion to

approve as submitted.

MOTION: On a motion by Director Lotwala, seconded by Director L.-V. Cox, the agenda was approved as
submitted on a roll call vote as follows:

Ayes: Black, L.-V. Cox, Lotwala, Walker

Noes: None

Abstentions: None

APPROVAL OF MINUTES
5.A. Minutes of July 13, 2016
Director Walker asked committee members to review the minutes of July 13, 2016, and called for a motion to
approve. On a motion by Director L.-V. Cox, seconded by Director Lotwala, the minutes were approved as
submitted.

Ayes: Black, L.-V. Cox, Lotwala, Walker

Noes: None

Abstentions: None

INTRODUCTION OF MS. KELI SEYFERT, SUPERVISOR

Ms. Houghton invited Ms. Seyfert, Supervisor, Auxiliary Accounting Services, to attend the Finance Committee
meeting along with future meetings. Ms. Houghton asked Mr. Black to introduce Ms. Seyfert. Mr. Black stated
Ms. Seyfert was hired in 2006 and was recently promoted to supervisor of Auxiliary Accounting Services. She is
responsible for the accounting of the foundation, ASBG, club and trust accounts, AHC Viticulture & Enology
Foundation and was instrumental in obtaining the 501(c)3 status for the AHC Viticulture & Enology Foundation.
The committee members welcomed Ms. Seyfert.

PORTFOLIO REVIEW
Reports were not distributed to the committee.

COMMITTEE BUSINESS
8.A. Contribution and Endowment Pathways: Staff provided handouts outlining how contributions are deposited

with the various financial foundation accounts.

Contribution Pathways: Ms. Houghton reviewed the four choices of where a contribution can be deposited. A
contribution can be cash, checks, credit cards, or automatic bank withdrawals and are deposited into one of the
following accounts:

1) Rabobank checking account—process all foundation accounts payable and payroll;
1



Allan Hancock College Foundation
Finance Committee
Minutes of September 22, 2016

2) Rabobank credit card account-- deposit credit card transaction and automatic bank withdrawals. Funds are
transferred from the credit card account to the checking account approximately two times a year;

3) Heritage Oaks Bank savings account which annually averages two deposits. To date, HOB has waived over
$900 in bank fees when purchasing pre-paid VISA cards provided for students with emergencies.

4) Morgan Stanley Active Assets account—the account is similar to a money market account. Averages four
$25,000 or larger deposits a year. At the direction of the Finance Committee, funds received and designated as
an endowment are transferred from Active Assets to the Morgan Stanley Putnum account.

Endowment Pathways: Ms. Houghton reviewed this handout and informed the committee that contributions
designated for an endowment have five endowment pools. Three of the pools are presently receiving deposits
depending on the designation. Two of the pools designated for the Florence Young Quasi-Endowment and the
Patricia J. Boyd Endowments, do not receive deposits. A $10,000 contribution or larger designated for an
endowment is deposited in one of the following: '

1) Morgan Stanley Actives Assets-- Mr. Eddie Murray, MS Financial Advisor, transfers the funds from MS Active
Assets to the Morgan Stanley Endowment (Putnum) account at the direction of the Finance Committee.

2) LPL Financial (Lahr) - receives approximately 6 deposits a year when contributions are designated for the Don
Lahr Family Scholarship Endowment. At the request of Mr. Lahr the investment is to be held at LPL Financial.

3) LPL Financial - The investment holds endowments and the foundation has not deposited funds into the
account since its opening.

4) Northern Trust — Florence Young Quasi-Endowment — The investment was originally held at Vanguard. The
late Mrs. Young bequeathed the account to the foundation which was recently moved to Northern Trust. The
foundation has not deposited funds since receiving the investment.

5) Northern Trust, Rabobank Wealth Management and Morgan Stanley (Boyd restricted) — All three investments
are restricted quasi-endowments funded by the Patricia J. Boyd Trust. Final distributions from the trust have

been received.

Director Walker expressed his concern of having too many types of accounts and if there is a need for so many.
Director L.-V. Cox researched Santa Barbara Foundation’s financials and noted the foundation has three pools of
funds: short-term, mid-term and long-term. The committee will continue discussing the multiple accounts.

8.B. Review of 5-year History of Assets: Staff distributed an investment and asset accounts report for each one of
the foundation’s investment and asset accounts. The report has a five-year history of proceeds, average 5-year
earnings and the investment brokerage fees. The committee discussed long-term direction for accumulating and
investing assets and the need for a list of college needs for knowing amounts of on-hand cash to retain.

8.C. New $250,000 Hansen Endowment: In July 2016, the foundation received a $250,000 bequest from the
Hansen Trust. The late Mr. and Mrs. Norman Hansen established the Hansen Engineering Scholarship
Endowment with an initial $10,000 gift in March 2004. Mr. Hansen passed away in April 2004, and Mrs. Normal
Hansen continued giving annually to the endowment until her passing in December 2014. Ms. Houghton met
with the Hansen’s niece Ms. Karen Wood and the contribution can be used as needed.

A new Hansen Memorial Endowment has been created and the funds have been transferred from Morgan
Stanley Active Assets account to the Morgan Stanley Select UMA endowment account.

8.D. Endowment Funding 2016-2017: Staff provided spreadsheets reflecting the proposed endowment funding
for 2016-2017. According to the foundation’s endowment funding policy, the review date of June 30 shall be
used each fiscal year to determine the endowment value for funding scholarships or programs. The foundation’s
Endowment Funding Policy states endowment funding can be 3%, 4% or 5% provided the endowment value does
not fall below corpus value. Ms. Seyfert explained that the endowment value is determined by adding the
principal and proceeds together then dividing by th&principal and expressing as a percentage.
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Staff reviewed the proposed endowment funding available for 2016-2017. Due to market conditions during the
past year, the endowments funded approximately $50,000 less than 2015-2016. The Finance Committee will
make a recommendation to the Executive Committee to approve a total of $294,200 in endowment funding for
scholarships, programs and the operating budget from the following:

1. Fund regular endowments for $144,492

2. Fund Title lll endowments for $61,550

3. Fund quasi endowments for $84,400

4. Fund STEM Federal Grant endowments for $3,758

MOTION: On a motion by Director L.-V. Cox, seconded by Director Black, the Finance Committee approved the 2016-
2017 endowment funding proposal of $294,200 for scholarships, programs and the operating budget. (Ayes: Black, L.-
V. Cox, Lotwala, Walker; Noes: None; Abstentions: None)

8.E. Review of Investment Policy Statement Review and Approval: The Finance Committee reviews and updates
the Investment Policy Statement annually. The purpose of the statement is to provide guidance on how to
manage and invest the funds of the foundation.

The committee discussed researching best practices of acceptable investments, comparing the policy to other
foundations, discern the objectives of the foundation, address the type of investments held—i.e. alcohol and
tobacco investments, compare diversification and asset allocations against actuals, and define AHC's strategic
funding vision and program needs.

The committee approved and signed the Investment Policy Statement with the caveat that the policy be
reviewed and updated when the committee structure is updated.

MOTION: On a motion by Director Lotwala, seconded by Director L.-V. Cox, the Finance Committee approved the
Investment Policy Statement with the caveat the policy will be reviewed and updated when the committee
structure is updated. (Ayes: Black, L.-V. Cox, Lotwala, Walker; Noes: None; Abstentions: None)

8.F. Committee Fiscal Year 2016-17 Focus and Priorities: The committee reviewed and discussed the focus and
priorities for the next year. The focus and priorities include reviewing and updating the Investment Policy
Statement, reviewing the number of investment accounts recognizing the political dynamics of closing accounts,
understanding the payout of scholarships and the program, requesting a list of prioritized priorities and needs
from the college, identifying investment benchmarks, developing short-term, mid-term, and long-term fund
pools, and defining the role of the Finance Committee.

Financial Statements

9.A. Summary of Portfolio Summary: The Portfolio Summary dated 7/31/2016, which reflects $3,016,321 in
general operations, restricted and scholarship funds; $7,800,977 invested in endowment funds, and $13,164,751
of the Patricia J. Boyd Fund invested at Rabobank Wealth Management, Northern Trust and Morgan Stanley.
Staff mentioned the net assets as $23,044,412.

Statement of Operations: For the period ending 6/30/2016, the fund balance for the general operations fund
was $289,766; the restricted fund was $1,627,011, the scholarship fund was $658,523, the endowment balance
was $18,582,136, and the endowment revenue/expense was $996,709. The total fund balance for the period
was $22,154,144.

For the period ending 7/31/2016, the fund balance for the general operations fund was $547,294; the restricted
fund was $1,693,171, the scholarship fund was $662,574, the endowment balance was $18,582,466, and the
endowment revenue/expense was $1,558,907. The total fund balance for the period was $23,044,411.

Balance Sheet: For the period ending 6/30/2016, the total current assets were $23,100,439, total current
receivables were $17,838, total liabilities were $964,133, and total liabilities and fund balance were $23,118,277.
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For the period ending 7/31/2016, the total current assets were $23,982,050, total current receivables were $507,
total liabilities were $938,145, and total liabilities and fund balance were $23,982,556.

Contributions Report: For the period of 7/1/2015 through 6/30/2016, the total contributions were $1,766,065.

For the period ending 7/31/2016, the total contributions were $343,343.

President’s Circle Budget: The President’s Circle budget for the period ending 6/30/2016, reflects an opening
balance of $129,261, total year-to-date income of $46,701, expenses of $50,583, accounts payable $12,180 and
net revenue/expense $113,199. The report included the detailed expenses and revenue through 6/30/2016.

General Operations Budget: For the period of 7/1/2015 through 6/30/2016, the general operations budget
statement, income for the year-to-date was $215,335, with expenses of $235,718 and the fund balance was

$289,766.

For the period ending 7/31/2016, the general operations budget statement, income for the year-to-date was
$273,202, which includes the Hansen gift and has since been transferred into an endowment. Expenses were
$15,674 and the fund balance was $257,528.

Check Register: For the period ending 6/30/2016, and 7/31/2016.

MOTION: On a motion by Director L.-V. Cox, seconded by Director Black, the Finance Committee approved the
financial statements as submitted. (Ayes: Black, L.-V. Cox, Lotwala, Walker; Noes: None; Abstentions: None)

DATE FOR NEXT MEETING
The next Finance Committee meeting will be scheduled in early 2017.

ADJOURNMENT
With no further business to bring before the Finance Committee, the meeting was adjourned at 6:05 p.m.

MOTION: On a motion by Director Black, seconded by Director L.-V. Cox, the meeting was adjourhed at 6:05 p.m.
(Ayes: Black, L.-V. Cox, Lotwala, Walker; Noes: None; Abstentions: None)



ALLAN HANCOCK COLLEGE FOUNDATION
FINANCE COMMITTEE MEETING
Minutes of January 11, 2017

A regular meeting of the Finance Committee was held on January 11, 2017, at 2:00 p.m. at Allan Hancock College,
Building B — Room 202, 800 S. College Dr., Santa Maria, California.

1.

30

MEETING CALLED TO ORDER
The meeting was called to order by Foundation Board Treasurer Guy Walker at 4:05 p.m.

ROLL CALL

Finance Committee members present: M. Black, L.-V. Cox, T. Lopez, G. Owen, G. Walker
Finance Committee members absent: R. Velasco

College Staff present: S. Houghton, K. Seyfert

Foundation Staff present: M. Cox, T. McCracken

PUBLIC COMMENT
There were no requests from the public to address the committee.

APPROVAL OF AGENDA
Director Walker asked committee members to review the agenda for today’s meeting and called for a motion to

approve as submitted.

MOTION: On a motion by Director Owen, seconded by Director T. Lopez, the agenda was approved as submitted
on a roll call vote as follows: '

Ayes: Black, Lopez, Owen, Walker

Noes: None

Abstentions: None

APPROVAL OF SEPTEMBER 22, 2016, MINUTES
The minutes of September 22, 2016, were tabled due to a lack of quorum and will be reviewed at the next

meeting.

NOTE: L-V. Cox arrived at 2:20 p.m.

6.

REVIEW AND APPROVAL OF FINANCIAL STATEMENTS (ACTION)

6.A. General Operations Budget: Ms. Houghton presented the revised the general operations budget for the
period of 7/1/2016 through 12/31/2016. The committee recommended tabling the approval of the operating
budget until further discussion.

6.B. Check Register: For the period ending 8/31/2016, 9/30/2016, 10/31/2016, and 11/30/2016. Director Owen
recommended adding the description of the budget code to the check registers.

6.C. Contributions Report: For the period of 7/31/2016 through 12/31/2016, the total contributions were
$685,311.

6.D. President’s Circle Budget: The President’s Circle budget for the period ending 11/30/2016, reflects an
opening balance of $108,723, total year-to-date income of $28,216, expenses of $27,740, accounts payable
$11,328 and net revenue/expense $97,871. Staff handed out a report of the detailed expenses and revenue
through 11/30/2016.
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6.E. Statement of Operations: For the period ending 11/30/2016, the fund balance for the general operations
fund was $360,318; the restricted fund was $1,610,449, the scholarship fund was $296,797, the endowment
balance was $18,879,040, and the endowment revenue/expense was $1,455,742. The total fund balance for the
period was $22,642,215.

6.F. Balance Sheet: For the period ending 11/30/2016, the total current assets were $22,634,090, total current
receivables were $11,271, total liabilities were $3,145, and total liabilities and fund balance were $22,645,361.

6.G. Summary of Portfolio Summary: The Portfolio Summary dated 11/30/2016, reflects $1,380,620 in general
operations, restricted and scholarship funds; $8,026,000 invested in endowment funds, and $13,227,469 of the
Patricia J. Boyd Fund invested at Rabobank Wealth Management, Northern Trust and Morgan Stanley. Staff
mentioned the net assets as $22,642,216.

Director Walker added the committee should evaluate the need for all the different money managers, the
growth of the investments, and the goals of the Foundation.

MOTION: On a motion by Director L.-V. Cox, seconded by Director Lopez, the Finance Committee approved the
financial statements except for item 6.A. Amend General Operations budget. (Ayes: Black, L.-V. Cox, Lopez, Walker;
Noes: None; Abstentions: Owen)

Staff handed out copies of the Foundation’s audit for the period ending 06-30-2016, and will be included on the
agenda for the January quarterly board meeting. Mr. Black noted that there were no deficiencies or findings.

COMMITTEE BUSINESS

7.A. U.S. Department of Education’s Endowment Challenge Grant — Title 1ll Update and Recommendation: Ms.
Houghton provided the background information for the U.S. Department of Education’s Endowment Challenge
Grant Program - authorized by Title il of the Higher Education Act of 1965. AHC Foundation was responsible for
raising the local matching funds. The grant is a 2-1 match where Title ill provided $500,000 and the match
$250,000 for a $750,000 endowment. Because the federal matching funds were used to establish endowments,
the AHCF is required for a term of twenty years to submit annual reports to the Department of Education and
comply with specific federal guidelines, investment and expenditure of earnings guidelines. The expenditure
guidelines state no more than 50% of the aggregate income earned can be used for operations and maintenance;
administration; academic and support personnel; construction and renovation; community and student services
programs and technical assistance; and other education-related activities. The starting date of the twenty-year
term was established according to Title lll guidelines as January 1998. The ending date of this term restriction is
presumed to be upon notification of release to the AHCF from U.S. Department of Education after all reports
have been filed and accepted.

The Foundation staff has consistently filed annual reports for the past 18 years. Reports were accepted, without
question or comment. However, after personnel changes in the Department of Education, AHCF was recently
notified that the grant guidelines were not being met. It appears that approximately 65% of the proceeds (as
opposed to 50 % have actually been used. Foundation and College staff have reviewed how this might have
occurred and the potential path forward.

The contact at the Office of Postsecondary Education, recognizing the lapse on their end, has indicated a
willingness to work with the foundation by extending the term of the grant by 1 or 2 years. This will not impact
future federal grant applications for the college and AHCF is listed in good standing. The grant guidelines state “if
an institution expends more than is permitted it shall repay an amount equal to 50% of the amount improperly
expended”. Based on the last report dated June 30, 2016, the amount would have been $67,057.
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Foundation staff recommends the following corrective actions:

1. Ensure only 50% of revenues are expensed each year.

2. Evaluate the growth of the fund at end of fiscal year 2016-2017.

3. Waive the 1.5% administrative fee assessed to the Title Il endowments for the 2016-17 fiscal year. A
reduction of $12,000 will occur to the Foundation’s General Operations budget for this fiscal year.

4. Use Foundation Operation funds in lieu of Title Ill scholarship/program funding. This will allow the
endowment value to grow and help offset the projected amount that may need to be returned. This
results in an approximate increase of $13,355 in expense to the Foundation’s General Operations budget
for this fiscal year.

5. Have the Foundation Operations budget include the brokerage fee expenses for this fiscal year. Staff will
also negotiate with Morgan Stanley and LPL Financial a lesser fee and /or discontinue assessing
brokerage fees to Title Ill endowments. The foundation operations budget will cover the brokerage fee
expense of approximate of $8,500.

After considerable committee discussion, the committee strongly agreed to execute good faith effort and
immediate actions to correct the problem.

The committee recommended the corrective actions to resolve the Title Ill problem during fiscal year 2016-17.

MOTION: On a motion by Director Walker, seconded by Director Owen, the Finance Committee approved waiving the
1.5% administrative fee assessed to the Title Il endowments and transferred to the foundation’s fiscal year 2016-17
operating budget. A budget impact of approximately $12,000 to the general operating budget. (Ayes: Black, L.-V. Cox,
Lopez, Walker, Owen; Abstentions: None)

MOTION: On a motion by Director Lopez, seconded by Director Cox, the Finance Committee approved the
Foundation’s operating budget to fund the approved Title Il scholarships/programs for fiscal year 2016-17. Impact to
the operating budget is approximately $13,355. (Ayes: Black, L.-V. Cox, Lopez, Walker, Owen; Abstentions: None)

MOTION: On a motion by Director Walker, seconded by Director Owen, the Finance Committee approved waiving the
fiscal year 2016-17 brokerage fees to the Title Il endowments. The impact to the Foundation’s operating budget is
approximately $8,500. (Ayes: Black, L.-V. Cox, Lopez, Walker, Owen; Abstentions: None)

7.B. Request to Change Date of Endowment Value Date - The Foundation’s Endowment Funding Policy currently
states: Review Date: The review date shall mean as of June 30 of the year in which endowment funding is to be
awarded.

The date of June 30 was a Finance Committee decision in October 2011. Prior to this change, endowment
proceeds had been historically captured on September 30%. However, in 2011, due to market conditions, the
board voted to review earlier each year. While this decision may have had alignment benefits to the Foundation’s
fiscal year, it has also caused a significant lag in the time when a fund’s corpus is captured on June 30. The
transfer of the scholarship proceeds into a holding fund occurs in December, an announcement of the award is
made in May of the following year and the actual distribution of the money to the student occurs in August
following the award announcement. This is a 14-month delay in which time proceeds significantly increase and
more scholarships and programs could be funded/awarded. This year, approximately 10 scholarships are in
danger of not meeting the 103% endowment minimum value threshold — forcing a decision to augment funding
for these scholarships and/or not award.






