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THE MENDOCINO COLLEGE FOUNDATION 
INVESTMENT AND DISTRIBUTION POLICY 

 
 

Introduction and Purpose 
 
This Investment and Distribution Policy Statement (“Policy” or IPS”) provides the framework for the 
management of the investments of Mendocino College Foundation (“The College Foundation”) and all of 
its affiliate organizations monetary assets (or “funds). The primary purpose of this Policy is to provide 
guidance and assign responsibilities for the management of The College Foundation and its affiliate 
organization’s funds, including:  
 

• The receipt and assignment of incoming assets to various Holding Accounts (“HA’s” or 
“Accounts”), including those assets or funds collected by authorized affiliate organizations of 
The College Foundation;   

• The distribution of the proceeds of those Accounts in accordance with this IPS and any 
specific directives of the donors; 

• Identifying the key roles and responsibilities relating to the ongoing management of The 
College Foundation’s assets;  

• Setting forth an investment structure for The College Foundation’s assets;  
o This structure includes various asset classes and acceptable ranges that, in aggregate, 

are expected to produce a sufficient investment return over the long term while 
prudently managing risk;  

o This strategy should provide guidance in all market environments, and should be 
based on a clear understanding of worst case outcomes; 

• Establishing formalized criteria to measure, monitor, and evaluate The College Foundation’s 
performance results on a regular basis; and  

• Encouraging effective communication among all fiduciaries.  

 
The document is divided into sections. There are also a number of Appendices, which are integral parts of 
this document. The information contained herein is intended for the use of The College Foundation 
Board, the Finance and other Foundation Committees, Foundation affiliate organizations, The College 
Foundation, College Staff, any Financial Service Providers and/or Investment Manager that may be 
hired, and to inform the donor community at large. 
 
Affiliate Organizations Defined 
 
Affiliate organizations of the Mendocino College Foundation, Inc. are entities that share in the mission 
and vision of Mendocino College and The College Foundation and are established to meet specific 
program needs within the College. Affiliate organizations are considered non-profit organizations under 
The College Foundation’s 501(c)(3) status. The College Foundation Board will actively support the 
activities of the affiliate organizations and encourage participation at all affiliate events. 
 
Holding Accounts 
 
Donations received that contain conditions imposed by The College Foundation or the donor may be 
segregated in separate Holding Accounts (HA); however, where individual donations have 
substantively similar conditions they may be aggregated in generic HAs. These Accounts will be 
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established, from time to time, to accommodate the requirements of any unrestricted HAs (e.g., the 
General Account) and any restricted HAs (e.g., certain endowments, charitable gift annuities, etc. 
restricted legally by their donors) as may be authorized by the Board of Directors. 

Investment Goals, Key Responsibilities, and Philosophy  

The College Foundation of Mendocino County is a non-profit foundation established to develop and 
administer philanthropic funds to Mendocino College that will provide opportunities for its 
students to achieve their goals and become productive citizens, now and in the future. 

• The mission of The College Foundation is to provide a common investment vehicle, which 
will generate a stable and continuously growing income stream, for The College Foundation, 
which is both trustee and beneficiary.  

The overall investment goals of The College Foundation are as follows: 

• To preserve the purchasing power of the future stream of distributable income for those funds 
and activities supported by the distributions, and to the extent this is achieved, cause the 
principal to grow in value over time. 

• To maximize return within reasonable and prudent levels of risk.  

• To maximize the value of the assets while maintaining liquidity needed to support spending 
in prolonged down markets.  

Key responsibilities in the oversight and management of The College Foundation are as follows:  

• The Board has appointed a standing Finance Committee, charged with oversight 
responsibility for the management of investments on behalf of The Board, which includes the 
establishment of investment policies for The College Foundation and oversight of the 
management of The College Foundation’s assets 

The philosophy for the management of The College Foundation assets is as follows.  

• The investment philosophy of the Finance Committee is to create a management process with 
sufficient flexibility to capture investment opportunities as they may occur, yet maintain 
reasonable parameters to ensure prudence and care in the execution of the investment 
program.  

• The Finance Committee seeks a return on investment consistent with levels of investment risk 
that are prudent and reasonable given medium- to long-term capital market conditions and the 
investment objectives of The College Foundation. While the Finance Committee recognizes 
the importance of the preservation of capital, it also recognizes that to achieve The College 
Foundation’s investment objectives requires prudent risk-taking, and that risk is the 
prerequisite for generating excess investment returns. Therefore, the Finance Committee’s 
policy regarding investment risk, consistent with modern portfolio theory, is that risk cannot 
be eliminated but should be managed, and that fiduciaries have the obligation to utilize risk 
efficiently. Risk exposures should be identified, measured, monitored and tied to responsible 
parties; and risk should be taken consistent with expectations for return. Further articulation 
of the Finance Committee’s risk policy is found in Appendix 1.  

• The investment portfolio selected for each Holding Account or other investment vehicle 
may vary according to circumstances spelled out in their governing Appendices, but will 
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where appropriate, consist of a well-diversified mix of approved asset classes that can be 
expected to generate, over the time horizon of each HA, acceptable returns at a level of risk 
suitable for those assets. 

Time Horizon 

The life of The College Foundation is considered to be in perpetuity. The Time Horizon of Holding 
Accounts for investment purposes is defined as the period over which it is anticipated the average 
annualized Base Rate of Return (as defined below) will meet or exceed the objectives for the management 
of the investments in each Holding Account.  

Performance Objectives 

Performance objectives shall be established for The College Foundation, asset classes and portfolio.  
These objectives will be incorporated in the quarterly reviews of The College Foundation’s performance. 
The investment strategy articulated in the asset allocation policies found in Appendices III-VI has been 
developed in the context of long-term capital market expectations, as well as multi-year projections of 
contributions, spending, and inflation. Accordingly, the investment objectives and strategies emphasize a 
long-term outlook, and interim performance fluctuations will be viewed with the corresponding 
perspective. The Finance Committee acknowledges that over short time periods (i.e. one quarter, one 
year, and even three to five-year time periods), returns will vary from performance objectives and the 
investment policy thus serves as a buffer against ill-considered action.  

There are four principal factors that affect a fund’s financial status: 1) contributions from donors, 2) 
annual payout to endowment recipients, 3) inflation, and 4) investment performance. Only the last factor 
is dependent upon the investment policy and guidelines contained herein. However, the Finance 
Committee’s level of risk tolerance will take into account all four factors. At certain levels of assets and a 
given spending policy, it could be impossible for the investments to achieve the necessary performance to 
meet desired spending. The result is that either spending policy has to be changed, contributions increased 
or risk tolerance changed.  

Rates of return will be calculated based on a time-weighted rate of return formula as recommended by the 
CFA Institute. Returns will be calculated by the investment advisor(s) and will be reported net of all fees 
and costs.  

The performance of the overall The College Foundation will be measured relative to inflation and policy 
benchmarks. 

Total College Foundation return should exceed the Consumer Price Index on a consistent basis over time.  
This objective is to achieve a positive return above inflation. The College Foundation’s assets are invested 
with an infinite time horizon, and failure to keep pace with inflation may jeopardize The College 
Foundations’ intended purposes.  

Total College Foundation return should match or exceed the indices outlined in Appendixes III-IX, net of 
all fees and expenses, over the long run. See Appendix III-IX for the composition and calculation of The 
College Foundation benchmarks.  

Over the stated Time Horizon for each HA covered by this policy the objective is to earn a Base Rate of 
Return (defined as the investment’s dividends, interest and appreciation, LESS: the current distribution 
rate; and all management, custodial and transaction fees and expenses; and inflation as measured by the 
average Consumer Price Index (CPI) over the corresponding trailing Time Horizon). The Base Rate of 
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Return for each Holding Account may vary due to differing Time Horizons, distribution rates and other 
possible factors and will be established in their respective Appendix. 

This objective is to be applied to the aggregate of the assets in each HA and is not meant to be imposed 
on each investment vehicle individually. The achievement of this objective will be measured annually 
by whether each separate HA has met or exceeded the market index or blended index selected and 
agreed upon for that Account by the Finance Committee. 
 
A further objective in all Holding Accounts is to maintain investment vehicles within each HA with 
sufficient liquidity to meet projected (or budgeted) distribution requirements. 
 
Investment Advisor Selection, Communication and Evaluation 
 
Selection of Investment Advisors 
 
The Finance Committee, subject to Board approval, is authorized to engage the services of one or more 
investment advisor(s) who possess the necessary specialized research facilities and skills to meet The 
College Foundation's investment guidelines and objectives. The investment advisors shall have, or be 
affiliated with a firm that has, a minimum of $100 million of assets under management. The Finance 
Committee shall perform reasonable due diligence in evaluating prospective advisors.  
 
Investment advisors hired by The College Foundation shall have a minimum five-year performance 
record for the investment style proposed and shall have outperformed their benchmarks over at least three 
of the past five years at a reasonable level of risk. Fees shall be reasonable, and trades shall be based on 
best execution. The College Foundation requires any investment advisor(s) to be registered under the 
Investment Advisors’ Act of 1940 and to adhere to the "prudent person rule" under such Federal or State 
laws as now apply, or may in the future apply, to the investment of any trust assets subject to their 
control. 
 
It is expected that, as a minimum requirement, investment advisors will comply with The Code of Ethics 
and the Standards of Professional Conduct as established by the CFA Institute. 
 
Conflict of Interest 
 
Members of The College Foundation's Board of Directors or the Finance Committee or their immediate 
families shall not work for or otherwise receive any form of compensation from investment advisor(s) 
working with The College Foundation.  
Communication with Investment Advisors and Custodian(s) 
 
Investment advisors are responsible for frequent and open communication with the Finance Committee on 
all significant investment matters. The Finance Committee expects to be informed of any significant 
changes in the organization of any investment advisor as those changes occur. It is the responsibility of 
the investment advisor to notify The College Foundation in writing when that advisor believes that a 
policy, objective or guideline should be modified. 
 
Communication with The College Foundation, at the minimum, will include 
 

• The custodian will provide monthly written reports showing the market value, income 
received and transactions of the investment portfolio.  
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• The investment advisor(s) will provide quarterly written reports that include the information 
provided in the monthly statements plus an evaluation of the portfolio performance measured 
against established benchmarks for each quarter of the year and year-to-date.  

• The investment advisor(s) is required to inform the Finance Committee of significant matters 
pertaining to the investment of The College Foundation assets, including at a minimum, 
substantive changes in investment strategy or portfolio structure; significant changes in 
ownership, organizational structure, financial condition or professional staffing; litigation or 
violation of securities regulations; significant account losses or growth of new business. The 
investment advisor(s) must inform the Finance Committee in the event of discovering an 
unintended or involuntary violation of their guidelines or of any of the policies herein 
pertaining to them. 

 
Any deviation from these reporting instructions will require prior written approval. 
 
Evaluation of Investment Advisor(s) and Services 
 
The Finance Committee will annually review the investment advisor(s) using the following criteria: 
 

• Compliance with Investment Policy requirements.  

• Evaluation of performance using benchmarks, the returns of other Foundations of comparable 
size, and long-term Foundation objectives.  

• Fees charged.  

• Adherence to the philosophy and style that were provided by the investment advisor to the 
Finance Committee when the investment advisor was retained: return relative to objectives, 
and investment risk as measured by asset allocation/concentration, exposure to extreme 
economic conditions, and market volatility. 

• Continuity of personnel and practices at the firm. 

• Working relationship between the investment advisor and The College Foundation.  

 
Individually managed portfolios (e.g., a portfolio invested for a specific fund) and the total College 
Foundation assets shall be monitored for consistency of investment policy, return relative to objectives, 
and investment risk as measured by asset concentration, exposure to extreme economic conditions, and 
market volatility. Individually managed portfolios will be monitored by the Finance Committee on an 
ongoing basis based on each portfolio's performance from inception. The Finance Committee will 
regularly review the investment advisor(s) in order to confirm that the factors underlying the performance 
expectations remain in place. 
 
Fiduciary Oversight Procedures 
 
The following procedures for the management of The College Foundation’s assets outline the specific 
responsibilities of the Finance Committee and other fiduciaries.  
 
The Board, in developing investment policies for The College Foundation assets, shall act with the care, 
skill, prudence, and diligence under the circumstances then prevailing that a prudent person acting in a 
like capacity and familiar with such matters would use in the conduct of an enterprise of a like character 
and with like aims. 
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The Finance Committee will exercise its fiduciary responsibilities in regard to the investment program 
in accordance with The College Foundation Mission and The College Foundation Bylaws, as amended.  
 
Quarterly Review by Finance Committee 
 

• The Finance Committee shall review the investments of The College Foundation no less than 
quarterly to assess whether policy guidelines continue to be appropriate and are met. The 
Finance Committee shall monitor investment risk, as well as monitor investment returns on 
an absolute and benchmark relative basis. 

• The investment advisor(s) shall prepare quarterly reports for the Finance Committee and The 
Board on the investment program, including: 

o The achievement of overall performance objectives  
o The type and amount of risk taken to achieve those objectives  
o Attribution of returns to various investment decisions and risks  
o Adherence to budgets set for total and active risk  
o Compliance with policy guidelines, particularly asset allocation policy  
o The costs of managing The College Foundation’s assets  

• The Finance Committee and the investment advisor(s) shall monitor the conduct of the 
custodian of The College Foundation’s assets.  

 
Annual Review by Finance Committee 

   
• The Finance Committee shall review the asset allocation policy, asset class guidelines, and 

current capital market assumptions at least annually to ensure that the current asset mix can 
reasonably be expected to achieve the long-term goals of The College Foundation.  

• The Finance Committee will review The College Foundation’s financial condition annually 
and recommend a Spending Policy for each year to the Board, which is responsible for 
approval.  

 
Annual Review by Finance Committee 
 

• The Finance Committee will monitor the investment advisor(s) for compliance with the 
investment guidelines, achievement of specific objectives, and individual risk exposures.  

• The Finance Committee will review this Policy to determine if modifications are necessary or 
desirable.  

 
Transaction and Asset Class Guidelines  
 
Transaction Guidelines 
 
All HA transactions are required to be entered into on the basis of best execution (Best Realized Net 
Price, as defined by the Securities and Exchange Commission). Notwithstanding the above, reasonable 
management fees may be designated for payment of services rendered in connection with the day-to-day 
management of the assets.  All fees, commissions, mutual fund sales charges and other transaction costs 
shall be clearly reported in writing to the Finance Committee on at least a quarterly basis.  Fees and costs 
for other investment vehicles shall be at all times reasonable and customary with regard to the particular 
investment vehicle.   
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Real Estate Transaction Procedures 
 
Prior to entering into any real estate transaction, the Board of Directors of The College Foundation shall 
receive and consider professional advice from qualified persons or entities: (1) who do not have an 
existing or potential financial or other material interest which impairs or might appear to impair that 
person or entity’s independence and objectivity of judgment; and, (2) who will not receive a financial or 
other material benefit from knowledge of information confidential to The College Foundation.  Generally, 
for any purchase or sale of real property, a policy of title insurance and title report, independent appraisal, 
appropriate environment report, and/or other appropriate inquiries should be acquired, made, and 
considered before any decision is made concerning real estate transactions. Regarding any agreement 
concerning a real estate transaction, each and every condition, term, amendment, addition, deletion, 
alteration, or modification otherwise must be memorialized in writing and shall require full discussion 
and consideration by The College Foundation Board of Directors with corresponding meeting minutes 
documenting the same in detail.  As a general policy, direct real property investments will not exceed 
30% of the assets of The College Foundation.  However, the College Foundation, unlike many 
institutions, is more likely to receive gifts of land given their rural location.  These gifts will not constitute 
a direct investment in real estate. 
 
In addition, for any real estate transaction that may be deemed a loan it must be secured by the underlying 
real property and the following: 
 

• The borrower shall be completely independent of any appraiser and the appraisal process; the 
borrower shall maintain no conflict of interest with The College Foundation, including as 
may be delineated below in the “fiduciary standards/conflict of interest” section of this 
policy; 

• Each and every condition, term, amendment, addition, deletion, alteration, or modification 
otherwise must be memorialized in writing and shall require full discussion and consideration 
by The College Foundation Board of Directors with corresponding meeting minutes 
documenting the same in detail; 

• An installment promissory note (real estate secured) and a short form deed of trust and 
assignment of rent shall be completed for all real estate loans. 

 
Investment Vehicle Guidelines 

The general guidelines that apply to investment advisors are:  

• Subject to constraints and restrictions, all decisions regarding sector and security selection, 
portfolio construction, and timing of purchases and sales are delegated to investment 
advisors. 

o Cash equivalent allowable assets include; Treasury Bills, Money Market Mutual 
Funds (may not invest in securities prohibited by these guidelines, Commercial 
Paper, Banker’s Acceptance, Repurchase Agreements, Certificates of Deposits 

o Allowable Fixed Income securities include; U.S. Government and Agency 
Securities, Corporate Notes and Bonds, Mortgage Backed Bonds, Preferred Stock, 
Fixed Income Securities of Foreign Governments and Corporations, Treasury 
Inflation Protected Securities (TIPS) 

o Allowable Equity securities include; Common Stock, Convertible Notes and Bonds, 
Convertible Preferred Stock, American Depository Receipts (ADRs) of Non-U.S. 
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Companies, Stocks of Non U.S. Companies (Ordinary Shares), REITs (Real Estate 
Investment Trusts) that are publicly traded, RECO’s (Real Estate Operating 
Companies) that are publicly traded, and short sales of any such securities listed 
subject to Finance  Committee approval. 

o Allowable Real Estate assets include; deeds of trust, promissory notes as currently 
held, as may be approved by the Board of Directors subject to real estate transaction 
policies set forth herein, including any amendments made hereafter. 

o Allowable Institutional Mutual or Pooled Funds include; Mutual Funds which invest 
in securities allowed in this policy, Exchange Traded Funds (ETFs) which invest in 
securities allowed in this policy 

 
• Guidelines for Cash Equivalents and Fixed Income Securities (applies to each Holding 

Account portfolio individually): 

o College Foundation assets may be invested only in investment-grade bonds rated 
BBB (or equivalent) or better, unless such investments are approved by The College 
Foundation Finance Committee. 

o College Foundation assets may be invested only in commercial paper rated A1 (or 
equivalent) or better, unless such investments are approved by The College 
Foundation Finance Committee. Money Market Funds selected shall contain 
securities whose credit ratings at the absolute minimum would be rated investment 
grade by Standard and Poor’s, and or Moody’s. 

o Excluding U.S. Treasuries and Agencies, no more than 5%-10% of the portfolio 
market value may be initially invested in any one issue or issuer (doesn’t apply to 
Mutual Fund Families). 

o No Money Market Fund used may invest more than 25% of their market value in any 
one industry. 

 
• Guidelines for Equity Investments (applies to each Holding Account portfolio individually): 

o All investments must have a readily ascertainable market value and must be readily 
marketable. 

o No more than 10% of the portfolio market value may be invested in the equity 
securities of any one issuer (doesn’t apply to Mutual Fund Families), no Mutual Fund 
or ETF used may invest more than 25% of their market value in any one industry. 

• Prohibited Assets and transactions include; Margin purchases, Stock loans, Private placements 
or restricted securities, Commodities and futures contracts, Options (Puts, calls, or hedging 
techniques), Warrants or other options, except as part of purchase of another security, Limited 
partnerships, Venture-Capital Investments, Direct investments in tangible assets such as oil and 
gas and precious metals, Interest-Only (IO), Principal-Only (PO), and Residual Tranche CMOs, 
Other Derivatives of Securities, Hedge Funds, Institutional Real Estate (non-securitized), 
Municipal or other tax exempt securities, Investments not permitted under the Employee 
Retirement Income Security Act (ERISA), as amended, and the Prudent Man Rule. Unsecured 
loans (except those made to Mendocino College) 

The Asset Allocation Guidelines for each HA will be found in its respective Appendix. 
 
Portfolio Re-Balancing 

The Finance Committee shall consider re-allocating and/or re-balancing the asset mix of each of the HA 
portfolios at least annually and will consider re-balancing the portfolios more frequently as needed. 
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Fiduciary Standards/Conflict of Interest 

The College Foundation Board of Directors, officers, Finance Committee members, Governing Council 
members of Affiliate organizations and staff all serve the educational and public purposes to which The 
College Foundation is dedicated. Accordingly, all such members of The College Foundation (Members) 
have a clear obligation to conduct the affairs of The College Foundation in a manner consistent with those 
purposes and to make all decisions solely on the basis of a desire to promote the best interests of the 
College and The College Foundation. 

Further, to avoid any possibility of conflicts of interest, Members, Financial Service Providers, 
Investment Consultants and Investment Managers shall immediately disclose to the President of The 
College Foundation, at the time of its discussion of the policy or of matters related to the investment of 
College Foundation funds or assets, any actual or perceived conflict of interest that could be reasonably 
expected to impair, or could be reasonably interpreted as impairing, his or her ability to render unbiased 
and objective advice to fulfill his or her fiduciary responsibility to act in the best interests of the college 
and The College Foundation with respect to the funds or other assets. This provision shall not preclude 
the payment of ordinary fees and expenses to The College Foundation’s FSPs, ICs, IMs, or other qualified 
professionals in the course of their services on behalf of The College Foundation. 

A Member is considered to have a conflict of interest when he or she or any of his or her family or 
associates (to his or her present knowledge) either (1) has an existing or potential financial or other 
material interest which impairs or might appear to impair the individual’s independence and objectivity of 
judgment in the discharge of responsibilities to The College Foundation, or (2) may receive a financial or 
other material benefit from knowledge of information confidential to The College Foundation. 

The family of an individual includes his or her spouse, parents, siblings, children and any other blood 
relative if the latter resides in the same household. An Associate of an individual includes any person, 
trust, organization or enterprise (of a business nature or otherwise) with respect to which the individual or 
any member of his or her family (1) is a director, officer, employee, member, partner or trustee, or (2) has 
a significant financial interest or any other interest which enables him or her to exercise control or 
significantly influence policy. 

No Member who has or is required to make a disclosure as contemplated in this Policy shall participate in 
any discussion, decision or vote relating to any proposed investment or transaction in respect of which he 
or she has made or is required to make a disclosure, unless otherwise determined permissible by the 
President of the College Foundation. 

Administrative Procedures 

The College Foundation Treasurer, working through the office of the Executive Director, will ensure that 
new donations to The College Foundation will be deposited to the appropriate investment vehicle in the 
appropriate Holding Account as soon as received. Disbursements to the College will be authorized by the 
Treasurer and tracked along with all donations and other revenues utilizing the College financial 
accounting system in accordance with the approved College Foundation Budget. Deposits and 
disbursements will be deposited or taken from the appropriate investment by directing the investment 
advisor to deposit to or liquidate certain investments working with the Chair of the Finance Committee to 
select those that will facilitate keeping the portfolios within the asset class allocation ranges. 

Instructions for all such transactions must be conveyed to investment advisor in writing bearing the 
signatures of at least two College Foundation officers. Written confirmations that the actions have been 
timely accomplished must be promptly returned to The College Foundation by the investment advisor. 
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Appendices 

The Appendices to this policy describe the investment philosophy, style and administrative procedures: 

I. Risk Management Policy and Risk Philosophy 

II. General Distribution Policy 

III. General Account (Unrestricted–Long Time Horizon) 

IV. Evelyn R. Foote Trust Endowment “Foote Account” (Restricted-Long Time Horizon) 

V. Charitable Gift Annuities, Charitable Remainder Trusts, Charitable Lead Trusts and Similar 
Deferred Donation Instruments (Restricted-Variable Time Horizons) 

VI. Endowments, Halliday Account, Salmen Account, John Bogner Fine Arts (“Bogner Account”) 
(Restricted-Long Time Horizon) 

VII. Perpetual Scholarships 

VIII. Adopt A Fifth-Grader Account 

IX. Coast Campus Account 

Where possible, donations generated by The College Foundation or its affiliates with substantively 
similar restrictions and Time Horizons will be deposited to one of the above established Holding 
Accounts. Examples of other segregated accounts that may need to be established from time to time by 
additional Appendices to this Investment and Distribution Policy may include, but are not necessarily 
limited to: 

• Alumni Association dues or donations (with restrictions unsuitable for the General Account). 

• Private foundation gifts and grants (with restrictions unsuitable for the General Account). 

• Government grants (with restrictions unsuitable for the General Account). 

• Other private individual donations, bequests, endowments, etc. (with restrictions unsuitable for 
the General Account). 

• Donations targeted to specific Programs (such as Ag, Culinary, Nursing, etc. that contain specific 
restrictions that cannot be accommodated in the General Account). 

• Capital Improvement campaign proceeds (with specific purposes with generally short Time 
Horizons or otherwise unsuitable for the General Account). 

• Naming Rights proceeds (with restrictions beyond just names to be cited). 

• “By or in honor of” donations (with restrictions beyond just names to be cited). 

• Partnerships with small businesses or corporations (with restrictions beyond just names to be 
cited). 
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Mendocino College Foundation, Inc. 
Appendix I 

to the Investment and Distribution Policy No. 1 
Risk Policy 

 
Risk Management Policy and Risk Philosophy  

In its broadest sense, risk refers to the unpredictability of future asset value, and specifically, the chance 
that assets may decrease, as well as increase, in value. Investment principles and practical experience both 
support the notion that expected returns are proportional to market risk taken. The Finance Committee 
recognizes that the assumption of risk is necessary to meet The College Foundation’s objectives; that is, 
there are no “risk free” assets, which are sufficient to generate the return needed to support planned 
spending. Thus, The College Foundation does not require the elimination of risk, but the balancing of risk 
and expected return. Risk in itself is intrinsically neither good nor bad; it is a resource used to generate 
investment returns. The Finance Committee recognizes that, “The essence of investment management is 
the management of risks, as well as the management of returns.”  

Risk Policy 

The Finance Committee’s policy regarding investment risk, consistent with modern portfolio theory, is 
that risk cannot be eliminated but should be managed. That is, The College Foundation fiduciaries are 
responsible for understanding the risks in various investment strategies, ensuring that they are properly 
compensated for these risks, and measuring and monitoring them continually. In particular, the level of 
risk taken should be consistent with the return objectives of The College Foundation.  

Fiduciaries set the framework for risk management through the investment policy and guidelines, the 
strategic asset allocation, and the benchmarks used for performance objectives. However, tolerance for 
risk (alternatively, aversion to risk) may also be expressed in the form of various metrics for risk 
(volatility) and acceptable budgets and ranges for those metrics.  

The investment advisor(s) and the Finance Committee are responsible for managing both total risk (which 
is associated with overall asset allocation) and active risk (which is associated with investment advisor’s 
decisions within asset classes) and shall implement procedures and safeguards so that the combined risk 
exposures of portfolios are kept within limits established by the Finance Committee. Further, within 
limits of prudent diversification and active risk exposures the investment advisor(s) and The Finance 
Committee may allocate risk exposures within and between asset classes in order to optimize return.  

Investment oversight and risk management are primary fiduciary duties of the Finance Committee that are 
delegated to and performed by the investment advisor(s).  The investment advisor(s) shall report on risk 
exposures and the values of the several risk measures to the Finance Committee, either quarterly and 
annually.  

Spending risk  

The investment advisor(s) shall report on this measure to the Finance Committee annually, in conjunction 
with The College Foundation’s financial reviews. However, no objective levels (budget) will be set for 
this metric due to the separation of responsibility for investment management and spending policy, and 
the unpredictability of donor contributions. Thus, results will be presented for information and use in 
policy reviews.  
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Metric 

Projected year-to-year change in real spending, over a long-term forecast horizon 

Principal Risks 

The principal risks that impact The College Foundation, and the parties responsible for managing them 
are as follows:  

• Capital market risk is the risk that the investment returns (in excess of the risk-free rate) 
associated with the Finance Committee’s asset allocation policy are not sufficient to provide the 
required returns to meet The College Foundation’s investment objectives. Responsibility for 
determining the overall level of capital market risk lies with the investment advisor(s) and the 
Finance Committee.  

• Investment style risk is associated with an active management investment program. It is the 
performance differential between an asset category’s market exposure and the aggregate 
performance of the investment advisor(s). This risk is an implementation risk and is the 
responsibility of the investment advisor(s) and the Finance Committee.  

• Manager value-added risk is also associated with an active management investment program. It is 
the performance differential between the aggregate of the investment advisor(s) actual (active) 
portfolios and benchmarks, both at policy allocation. This risk is an implementation risk and is 
the responsibility of the investment advisor(s) and the Finance Committee. 

• Tactical/strategic risk is the performance differential between the policy allocations for The 
College Foundation’s asset categories and the investment advisor(s) actual allocations. This risk 
is the responsibility of the investment advisor(s) and the Finance Committee. 
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Mendocino College Foundation, Inc. 
Appendix II 

to the Investment and Distribution Policy No. 1 
Distribution Policy  

 
Distribution Policy 
 
It is the goal of the Mendocino College Foundation to annually distribute a percentage (or in some cases, 
a fixed amount) of the respective Holding Account assets as noted in their respective Appendices. Where 
a distribution percentage is used, it shall be applied to the respective 20-quarters rolling average Fair 
Market Value of that HA as of December 31 of the prior fiscal year for all accounts that have been 
established for 6 years or more and 12-quarters rolling average Fair Market Value of that HA as of 
December 31 of the prior fiscal year for all accounts established less than 6 years; however differing rules 
may apply as to which FMV rolling periods their distribution percentage is applied to accounts for 
differing time horizons and other factors. The distribution policy for perpetual endowments will comply 
with the provisions of the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as covered 
in the appropriate Appendices of this Investment and Distribution Policy. 

The College Foundation’s Finance Committee will review the long-term performance of all appendices’ 
distribution rates at least annually to determine if any significant changes have occurred. If the Finance 
Committee finds that a change in distribution percentages is advisable it will so recommend to the Board 
for its formal action to adjust the applicable distribution rates effective the first quarter of the following 
year.  

Annually, the ending fund balance will be derived by taking the unrestricted revenues minus the total 
expenses, using figures from the Board approved audit report for the preceding year. This increase or 
decrease will be added to the cumulative unrestricted total. This new amount becomes the new cumulative 
unrestricted fund balance. 

In addition, the board will annually set a reserve amount of 10% of the total unrestricted fund balance.  
That 10% amount will be subtracted from the cumulative unrestricted fund balance. The remaining 
cumulative unrestricted fund balance becomes funds available for potential distribution. The board will 
then review the draft budget for the upcoming fiscal year, including ongoing commitments and strategic 
goals, and will make recommendations on the amount of those cumulative unrestricted fund balance 
funds that might be expended during that budget period. 

As soon as Strategic Plan goals for spending for the subsequent fiscal year are set by the Board, the 
Executive Director will establish a draft detailed College Foundation Budget in compliance with these 
Distribution Policies for the Finance Committee to consider and recommend to the Board for approval 
before the start of the new fiscal year. 
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Mendocino College Foundation, Inc. 
Appendix III 

to the Investment and Distribution Policy No. 1 
General Account 

 
Purpose 

The purpose of the General Account (GA) is to provide a repository for long term unrestricted donations 
that are intended to be an ongoing source of monies to be used for scholarships and educational programs 
of the Mendocino-Lake Community College District and for operational expenses. 

Unrestricted donations mean those donations which are not designated by their donors for other than the 
purposes stated above with regard to use, investment parameters, distribution amounts or timing of 
disbursements. These donations could include, but would not necessarily be limited to: 

• Annual donations by individuals, businesses or service clubs (with no restrictions attached other 
than names “by or in honor of” or “for a specific program” to be cited) 

• Matching funds provided by any organization (with no restrictions attached other than names “by 
or in honor of” or “for a specific program” or “for a geographic area” to be cited)  

• Proceeds of Special Events, auctions, raffles, etc. 

• Directors and Trustees Fund donations 

• President’s Circle donations 

• Faculty or Classified Staff donations 

• Other special group donations (with no restrictions attached other than names “by or in honor of” 
or “for a specific program” to be cited 

• Royalties and Distribution Rights proceeds 

• Fund management fees, speaking honorariums, and other miscellaneous revenue 

• Any “Pass-through” donations, grants or bequests (with no restrictions attached other than names 
“by or in honor of” or “for a specific program” to be cited) 

• Any other one-time donations, grants or bequests (with no restrictions attached other than names 
“by or in honor of” or “for a specific program” to be cited) 

• Real property currently held or acquired or donated in the future including any revenue generated 
thereby by sale or otherwise 
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Objectives 

Over the time horizon stated below for the General Account, the objective is to earn an average annual 
Base Rate of Return of 8% (the current Distribution Policy rate of 5-6% plus inflation as measured by 
the Consumer Price Index currently estimated at a long-term average of 3%). 

The performance of the General Account asset classes will be compared to the following market indices 
Rate of Return on a year over year (12 month) basis. 

 Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

 Real Property: Value to be determined by annual appraisal (as required by auditors) 

Performance will be monitored in accordance with the Performance Monitoring section of the main 
body of this Investment and Distribution Policy. 

Time Horizon 

The time horizon for the management of the General Account funds is long-term (20 to 30 years). 

Administrative Procedures 

The Executive Director will maintain records regarding donors’ requests to identify donations with 
respect to names “by or in honor of,” “for a specific program,” or the like.  

Asset Mix 

The blend of assets selected for the General Account will consist of a well-diversified mix of the 
following asset classes that can be expected to generate acceptable long-term returns at a level of risk 
suitable for those assets. 

Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 
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Distribution Policy 

Based upon the recommendation of The College Foundation’s Finance Committee, the Board of Directors 
has set the distribution rate in the General Account at 5-6% in accordance with the provisions of the 
Investment and Distribution Policy No. 1 (other than “Pass-through” donations). In addition, the land 
asset shall be calculated at 50% of the annual appraised value.  The spending amount so calculated shall 
be used to fund The College Foundation’s budgeted operating expenses, scholarships and college 
educational support programs of the Mendocino-Lake Community College District. 
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Mendocino College Foundation, Inc. 
Appendix IV 

to the Investment and Distribution Policy No. 1 
Evelyn R. Foote Trust Endowment (Foote Account) 

 
Purpose 

This Appendix to the Investment and Distribution Policy describes the criteria to be used by the 
Mendocino College Foundation with regard to the investment and disbursement of monies from the Foote 
Account. 

Background 

By resolution of the Governing Board of the Mendocino-Lake Community College District dated August 
5, 1992, The College Foundation arranged to receive an endowment of scholarship and program funds 
directly from the Evelyn R. Foote Trust. Thereafter, The College Foundation formed an Investment and 
Finance Committee to advise The College Foundation regarding the disposition of the endowment funds. 

Foote Account Principles 
 
The funds from The College Foundation’s Evelyn R. Foote Trust account shall be disbursed in a manner 
consistent with the provisions of the Evelyn R. Foote Revocable Trust dated July 2, 1990, its first 
amendment dated May 14, 1991 and second amendment dated October 1, 1992. 
 
The overall objective of the endowment is stated in the Second Codicil to the Will of Evelyn R. Foote 
dated May 14, 1991, as follows: 

“The portion of the residue of my estate bequeathed to the Mendocino College Scholarship Program 
…shall be used to establish a perpetual fund in my name. The income there from shall be distributed, at 
least annually, to supplement extracurricular programs and scholarships to benefit the students of the 
Mendocino College…” 

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective 
January 1, 2009, the following principles are applicable to this endowment. 

In making a determination as to the annual distribution level from the Evelyn R. Foote endowment, The 
College Foundation shall act in good faith, with the care that an ordinarily prudent person in a like 
position would exercise under similar circumstances, and shall consider, if relevant, all of the following 
factors: 

• The duration and preservation of the endowment funds. 

• The purposes of The College Foundation and the endowment funds. 

• General economic conditions. 

• The possible effect of inflation or deflation. 

• The expected total return from income and the appreciation of investments. 

• Other resources of The College Foundation. 

• The investment policy of The College Foundation. 
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The appropriation for expenditure in any year of an amount greater than 7 percent of the fair market value 
of the endowment funds, calculated on the basis of market values determined at least quarterly and 
averaged over a period of not less than three years immediately preceding the year in which the 
appropriation for expenditure is made, creates a rebuttable presumption of imprudence. 

Objectives 

Over the time horizon stated below for the Foote Account, the objective is to annually distribute the 
income per the express wishes of the donor.  

The performance of the Foote Account asset classes will be compared to the following market indices 
Rate of Return on a year over year (12 month) basis. 

 Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

Performance will be monitored in accordance with the Performance Monitoring section of the main 
body of this Investment and Distribution Policy. 

Time Horizon 

The time horizon for the management of the Foote Account is long-term (20 to 30 years). 

Asset Mix 
 
The blend of assets selected for the Foote Account will consist of a well-diversified mix of the following 
asset classes that can be expected to generate acceptable long-term returns at a level of risk suitable for 
those assets. 

Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 
 
Distribution Policy 

Based upon the recommendation of The College Foundation’s Finance Committee, the Board of Directors 
has set the distribution rate in the Foote Account at 4% in accordance with the provisions of the 
Investment and Distribution Policy No. 1. 
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Mendocino College Foundation, Inc. 
Appendix V 

to the Investment and Distribution Policy No. 1 
Charitable Gift Annuities (CGAs), Charitable Remainder Trusts (CRTs), Charitable Lead Trusts 

(CLTs) and similar Deferred Donation Instruments (DDIs) 
 

Purpose 

This Appendix to the Investment and Distribution Policy describes the general criteria to be used by the 
Mendocino College Foundation with regard to the investment and disbursement of monies from 
Charitable Gift Annuities (CGAs), Charitable Remainder Trusts (CRTs), Charitable Lead Trusts (CLTs) 
and Similar Deferred Donation Instruments (DDIs) given in any amounts, but generally larger than 
$10,000. 

Background 

These donations will typically be segregated in separate accounts due to their varying time horizons and 
legal restrictions. Consequently, this Appendix covers only common requirements and separate 
Appendices may be necessary for some or all of the accounts. The common thread through this type of 
donation is that the realization of the proceeds of the account does not occur until some future date or 
period after the donation is formalized. 

Specific DDI Administrative Procedures 

The monies donated, either at the inception or during the term of the trust, are set aside in an Annuity or 
Trust and invested, usually by a third party Investment Manager (IM). The College Foundation currently 
has an arrangement with the Community College League of California-CGA to handle Charitable Gift 
Annuities. They in turn use TIAA-CREF Trust Company, FSB as trustee to provide management and 
reporting. When a gift is irrevocable, but is not due until a future date, the Present Value of that gift is 
reported by The College Foundation as an asset at the time the gift becomes irrevocable. 

Except in the case of a Charitable Lead Trust, the donor receives the income from the CGA or CRT until 
their death. Once those payments have terminated, the funds representing the remaining principal 
(residuum) shall be transferred to The College Foundation’s unrestricted account (General Account) or to 
such specific restricted account as required by the donor. In the case of a Charitable Lead Trust, The 
College Foundation may be designated as the beneficiary of the income from the trust during the life of 
the donor, which may be either a guaranteed annuity or a fixed percentage determined annually. The 
Finance Committee will determine in which account(s) these income streams will be deposited. The heirs 
of the CLT donor receive the residuum upon the donor’s death, at which time the income stream to The 
College Foundation ceases. 

Objectives 

Over the time horizon stated below for the DDI Account(s), the earnings objective is set by the third 
party IM who has sole discretion in the management of the account. Once the principal is transferred to 
The College Foundation, it will determine into which Holding Account the proceeds will be placed. At 
that point The College Foundation’s Finance Committee will assume direct management of the funds 
and set the appropriate account to deposit the funds in and the return objectives.  

The status of the DDI Account(s) will be monitored by receipt of regular reports from the third party 
IM(s) involved. 
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Time Horizon 

The time horizon for the management of the DDI Account(s) will vary, but usually will be long-term (20 
to 30 or more years). 

Types of Assets 

The types of investment vehicles will be determined by the third party IM. 

Investment Management 

The third party IM has sole discretion in the management of the account during the life of the DDI. The 
IM shall report on the performance and balances in each account in writing on at least a quarterly basis. 

Once the principal is transferred to The College Foundation, The College Foundation’s Finance 
Committee will assume direct management of the funds and determine into which Holding Account(s) 
they will be placed. 

Asset Mix 

The blend of assets will be selected by the third party IM during the life of the DDI. 

Distribution Policy 

The distribution of the proceeds from the income or termination residuum of the DDI will be determined 
depending on which Holding Account the Finance Committee places the funds. 
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Mendocino College Foundation, Inc. 
Appendix VI 

to the Investment and Distribution Policy No. 1 
Endowments 

Halliday Account, Salmen Account, John Bogner Fine Arts Account (“Bogner Account”) 
 

Purpose 

This Appendix to the Investment and Distribution Policy describes the criteria to be used by the 
Mendocino College Foundation with regard to the establishment of and investment and disbursement of 
monies in Perpetual Endowment Accounts, the Halliday Account, the Salmen Account, and the Bogner 
Account. 

Specific Endowment Agreements 

Perpetual Endowment Accounts may from time to time be established by written Endowment Agreements 
between The College Foundation and individual, family or corporate donors.  All such agreements will, 
by reference, be governed by the general provisions of this Appendix VI.  The separate agreements will 
specify the particular wishes of each donor with respect to: 

• The name by which the endowment fund will be known 

• The purpose to which distributions are to be made (e.g. scholarships, college programs, capital 
projects, or other purposes consistent with The College Foundation Mission Statement and 
Values) 

• The principal amount(s) and terms of the donation(s) 

• Allowable restrictions, if any, on qualifications of intended recipients 

• Other specific requirements of the donor or The College Foundation provided they are consistent 
with the Policies and Procedures of The College Foundation 

 
General Account Principles 

The objective of any Endowment Account established hereunder is to create perpetual funding for the 
specific purposes and in accordance with the specific provisions contained in the individual Endowment 
Agreements. 

The funds from The College Foundation’s Endowment Accounts shall be separately established, 
accounted for, invested and disbursed in a manner consistent with The College Foundation’s Investment 
and Distribution Policy No. 1 including the provisions of this Appendix VI.   

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective 
January 1, 2009, the following principles are applicable to these endowments. In making a determination 
as to the annual distribution level from Perpetual Endowments, The College Foundation shall act in good 
faith, with the care that an ordinarily prudent person in a like position would exercise under similar 
circumstances, and shall consider, if relevant, all of the following factors: 

• The duration and preservation of the endowment funds. 

• The purposes of The College Foundation and the endowment funds. 
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• General economic conditions. 

• The possible effect of inflation or deflation. 

• The expected total return from income and the appreciation of investments. 

• Other resources of The College Foundation. 

• The investment policy of The College Foundation. 

These endowments will be managed in perpetuity following the established terms.  However, if 
unforeseen or unexpected circumstances were to arise or it is no longer feasible to administer the program 
in the same way, The College Foundation reserves the right to modify the terms. 

The appropriation for expenditure in any year of an amount greater than 7 percent of the fair market value 
of the funds, calculated on the basis of market values determined at least quarterly and averaged over a 
period of not less than three years immediately preceding the year in which the appropriation for 
expenditure is made, creates a rebuttable presumption of imprudence. 

Investment and Distribution Objectives 

Over the time horizon stated below for these Endowment Accounts, the objective is to annually make 
distributions in accordance with the Distribution Policy section of this appendix or as modified in the 
individual endowment agreement.  

The performance of the Endowment Account assets classes will be compared to the following market 
indices Rate of Return on a year over year (12 month) basis. 

 Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

Performance will be monitored in accordance with the Performance Monitoring section of The College 
Foundation’s Investment and Distribution Policy No. 1. 

Time Horizon 

The time horizon for the management of the Endowment Accounts is long-term (20 to 30 or more years). 

The blend of assets selected for the Endowment Accounts will consist of a well-diversified mix of the 
following asset classes that can be expected to generate acceptable long-term returns at a level of risk 
suitable for those assets: 
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Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 
 
Distribution Policy 

Based upon the recommendation of The College Foundation’s Finance Committee, the Board of Directors 
has set the distribution rate in the Perpetual Endowments at 4 percent in accordance with the provisions of 
the Investment and Distribution Policy No. 1. 
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Mendocino College Foundation, Inc. 
Appendix VII 

to the Investment and Distribution Policy No. 1 
Perpetual Scholarships 

 
 

Purpose 

This Appendix to the Investment and Distribution Policy describes the criteria to be used by the 
Mendocino College Foundation with regard to the establishment of and investment and disbursement of 
monies in the Perpetual Scholarships. 

Perpetual Scholarships Principles 

The objective of any Perpetual Scholarships established hereunder is to create perpetual funding for the 
specific purposes and in accordance with the specific provisions of the Perpetual Scholarships Program 
(PSP). 

The funds from The College Foundation’s Perpetual Scholarships shall be separately established, 
accounted for, invested and disbursed in a manner consistent with The College Foundation’s Investment 
and Distribution Policy No. 1 including the provisions of this Appendix VII.   

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective 
January 1, 2009, the following principles are applicable to these endowments. 

In making a determination as to the annual distribution level from the Perpetual Scholarships, The 
College Foundation shall act in good faith, with the care that an ordinarily prudent person in a like 
position would exercise under similar circumstances, and shall consider, if relevant, all of the following 
factors: 

• The duration and preservation of the endowment funds. 

• The purposes of The College Foundation and the endowment funds. 

• General economic conditions. 

• The possible effect of inflation or deflation. 

• The expected total return from income and the appreciation of investments. 

• Other resources of The College Foundation. 

The investment policy of The College Foundation. These funds will be managed in perpetuity following 
the established terms.  However, if unforeseen or unexpected circumstances were to arise or it is no 
longer feasible to administer the program in the same way, The College Foundation reserves the right to 
modify the terms. 

Investment and Distribution Objectives 

Over the time horizon stated below for the Perpetual Scholarships, the objective is to annually make 
distributions in accordance with the Distribution Policy section of this appendix. 
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The performance of the Perpetual Scholarship asset classes will be compared to the following market 
indices Rate of Return on a year over year (12 month) basis. 

 Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

Performance will be monitored in accordance with the Performance Monitoring section of The College 
Foundation’s Investment and Distribution Policy No. 1. 

Time Horizon 

The time horizon for the management of the Perpetual Scholarships is long-term (20 to 30 or more years). 

Asset Mix 

The blend of assets selected for the Perpetual Scholarships will consist of a well-diversified mix of the 
following asset classes that can be expected to generate acceptable long-term returns at a level of risk 
suitable for those assets: 

Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 

 
Distribution Policy 

Based upon the recommendation of The College Foundation’s Finance Committee, the Board of Directors 
has set the distribution rate in the Perpetual Scholarships at 4% in accordance with the provisions of the 
Investment and Distribution Policy No. 1 (other than “Pass-through” donations). The spending amount so 
calculated shall be used to fund scholarships and college educational support for special distribution 
requirements of the Perpetual Scholarships Program (PSP). The budgeted distribution amount for each 
coming Fiscal Year shall be the number of $1,000 scholarships to be awarded under this program each 
year matching the number of incremental $1,000 donations made at least one year prior to the award. 
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Mendocino College Foundation, Inc. 
Appendix VIII 

to the Investment and Distribution Policy No. 1 
Adopt A Fifth-Grader Account 

Purpose 

This Appendix to the Investment and Distribution Policy describes the criteria to be used by the 
Mendocino College Foundation with regard to the establishment of and investment and disbursement of 
monies in the Adopt A Fifth-Grader (AAFG) Account. 

Adopt A Fifth-Grader Account Principles 

The objective of any AAFG Account established hereunder is to create and maintain funding to facilitate 
the ongoing operation of the AAFG program. 

The funds from The College Foundation’s AAFG Account shall be separately established, accounted for, 
invested and disbursed in a manner consistent with The College Foundation’s Investment and Distribution 
Policy No 2 including the provisions of this Appendix VIII.   

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective 
January 1, 2009, the following principles are applicable to these endowments. 

In making a determination as to the annual distribution level from AAFG Accounts, The College 
Foundation shall act in good faith, with the care that an ordinarily prudent person in a like position would 
exercise under similar circumstances, and shall consider, if relevant, all of the following factors: 

• The duration and preservation of the endowment funds. 

• The purposes of The College Foundation and the endowment funds. 

• General economic conditions. 

• The possible effect of inflation or deflation. 

• The expected total return from income and the appreciation of investments. 

• Other resources of The College Foundation. 

These endowments will be managed in perpetuity following the established terms.  However, if 
unforeseen or unexpected circumstances were to arise or it is no longer feasible to administer the program 
in the same way, The College Foundation reserves the right to modify the terms. 

Investment and Distribution Objectives 

Over the time horizon stated below for this AAFG Account, the objective is to annually make 
distributions in accordance with the Distribution Policy section of this appendix. 

The performance of the AAFG Account asset classes will be compared to the following market indices 
Rate of Return on a year over year (12 month) basis. 

  



Mendocino College Foundation, Inc. Investment and Distribution Policy No. 1 – Page 27 of 31 

Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

Performance will be monitored in accordance with the Performance Monitoring section of The College 
Foundation’s Investment and Distribution Policy No. 1. 

Time Horizon 

The time horizon for the management of the AAFG Scholarships is long-term (20 to 30 or more years). 

Asset Mix 

The blend of assets selected for the AAFG Account will consist of a well-diversified mix of the 
following asset classes that can be expected to generate acceptable long-term returns at a level of risk 
suitable for those assets: 

Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 

 
Distribution Policy 

For the Adopt A Fifth-Grader Scholarship Program (AAFGSP), at the time of selection of a fifth grader, a 
$25.00 award shall be given to the recipient. Either a $500 cash award OR a $1,000 scholarship to attend 
Mendocino College full-time shall be given upon proof of their high school graduation. A $1,000 
scholarship shall be given upon completion of an Associate’s Degree, Certificate Completion and/or 
transferring to a 4-year university or college within 2 years. The number of AAFGSP scholarships to be 
awarded each year shall match the number of incremental $700 donations made approximately seven 
years subsequent to the initial award (when each named recipient graduates from high school).  

For the Long Term Adopt A Fifth-Grader Scholarship Program (LTAFGSP), at the time of selection of a 
fifth grader each year during the term of the LTAFGSP, a $25.00 award shall be given to the recipient. 
Either a $500 cash award OR a $1,000 scholarship to attend Mendocino College full-time shall be given 
upon proof of their high school graduation. The number of LTAFGSP awards/scholarships to be granted 
each year shall match the number of then active LTAFGSP accounts starting approximately seven years 
subsequent to each initial donation (when each named recipient graduates from high school) and 
thereafter repeated each year until the end of the term of each LTAFGSP. 
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Mendocino College Foundation, Inc. 
Appendix IX 

to the Investment and Distribution Policy No. 1 
Coast Campus Account (Coast Account) 

Purpose 

This Appendix to the Investment and Distribution Policy describes the criteria to be used by the 
Mendocino College Foundation with regard to the establishment of and investment and disbursement of 
monies in the Endowment Account of the Coast Campus. 

Specific Endowment Agreements 

Endowment Accounts may from time to time be established by written Endowment Agreements between 
The College Foundation and individual, family or corporate donors.  The Coast Camp agreement will, be 
governed by the general provisions of this Appendix IX.  The separate agreements will specify the 
particular wishes of each donor with respect to: 

• The name by which the endowment fund will be known 

• The purpose to which distributions are to be made (e.g. scholarships, college programs, capital 
projects, or other purposes consistent with The College Foundation Mission Statement and 
Values) 

• The principal amount(s) and terms of the donation(s) 

• Allowable restrictions, if any, on qualifications of intended recipients 

• Other specific requirements of the donor or The College Foundation provided they are consistent 
with the Policies and Procedures of The College Foundation 

Coastal Account Principles 

The objective of any Endowment Account established hereunder is to create perpetual funding for the 
specific purposes and in accordance with the specific provisions contained in the individual Endowment 
Agreements. 

The funds from The College Foundation’s Endowment Accounts shall be separately established, 
accounted for, invested and disbursed in a manner consistent with The College Foundation’s Investment 
and Distribution Policy 2 including the provisions of this Appendix IX.   

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA) effective 
January 1, 2009, the following principles are applicable to these endowments. 

In making a determination as to the annual distribution level from Perpetual Endowments, The College 
Foundation shall act in good faith, with the care that an ordinarily prudent person in a like position would 
exercise under similar circumstances, and shall consider, if relevant, all of the following factors: 

• The duration and preservation of the endowment funds. 

• The purposes of The College Foundation and the endowment funds. 

• General economic conditions. 

• The possible effect of inflation or deflation. 
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• The expected total return from income and the appreciation of investments. 

• Other resources of The College Foundation. 

These endowments will be managed in perpetuity following the established terms.  However, if 
unforeseen or unexpected circumstances were to arise or it is no longer feasible to administer the program 
in the same way, The College Foundation reserves the right to modify the terms. 

Investment and Distribution Objectives 

Over the time horizon stated below for the Coast Account, the objective is to annually make 
distributions in accordance with the Distribution Policy section of this appendix or as modified in the 
individual endowment agreement.  

The performance of the Coast Account asset classes will be compared to the following market indices 
Rate of Return on a year over year (12 month) basis. 

 Asset Class Index 

 Cash: 90 Day U.S. Treasury Bills 

 Fixed Income: Barclays Capital Aggregate Bond Index 

 Global Equities MSCI All World Index 

 Real Estate Securities: Dow Jones Wilshire REIT Index 

Performance will be monitored in accordance with the Performance Monitoring section of The College 
Foundation’s Investment and Distribution Policy 2. 

Time Horizon 

The time horizon for the management of the Coast Account is long-term (20 to 30 or more years). 

Asset Mix 

The blend of assets selected for the Coast Account will consist of a well-diversified mix of the 
following asset classes that can be expected to generate acceptable long-term returns at a level of risk 
suitable for those assets: 

Asset Class Minimum Maximum 

Cash Equivalents 0 40 

U.S. Fixed Income 5 70 

Non-U.S. Fixed Income 0 20 

U.S. Equities 20 85 

Non-U.S. Equities 0 40 

Real Estate Securities 0 15 
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Distribution Policy 

Based upon the recommendation of The College Foundation’s Finance Committee, the Board of Directors 
has set the distribution rate in the Coast Account at 4-6% in accordance with the provisions of the 
Investment and Distribution Policy No. 1. 

 

 

 

 

 



Mendocino College Foundation, Inc. Investment and Distribution Policy No. 1 – Page 31 of 31 

Mendocino College Foundation, Inc. 
Agreement 

The College Foundation and advisor(s) together seek to abide by the contents of this  
Investment Policy Statement. 

 

Agreed this day:    _________________ 
(mm/dd/yyyy) 

 

Mendocino College Foundation:  ________________________________________ 
      Marilyn Harden 
      President 
 
 
     ________________________________________ 
     J. Arturo Reyes   
     Treasurer, Secretary 
 
 
     ________________________________________       
     Katherine Fairbairn 
     Executive Director 
 
 
 
Main Street Research LLC:  ________________________________________ 
     James Demmert 
     Founder – Managing Partner 
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