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CAL POLY FOUNDATION SECTION NO.  300 
 
POLICY MANUAL DOCUMENT NO.  312 
____________________________________________________________________________ 
   
SECTION: POLICY STATEMENT – FINANCE AND OPERATIONS 
  
SUBJECT: RESERVES POLICY 
____________________________________________________________________________ 
  
PURPOSE: To provide the general policy and criteria for establishing net asset 

reserves to ensure continued fiscal viability of Foundation 
operations. 

 
EFFECTIVE DATE: February 4, 2017 
____________________________________________________________________________ 
 
 
I. BACKGROUND AND PURPOSE 
 

This Reserves Policy is established to ensure the stability of the mission, programs 
and ongoing operations of the Cal Poly Foundation (“Foundation”) and to ensure 
provisions for adequate management of unrestricted net assets and reserves.  
 
To operate as an auxiliary of California State University, San Luis Obispo 
(“University”), the Foundation and the California State University (“CSU”) agreed 
to a master operating agreement (MOA), which requires the Foundation to comply 
with CSU Trustees’ policies on expenditure of funds including, but not limited to, 
the Trustees’ guidelines for disposition of revenues in excess of expenses (“Net to 
Reserves”) and guidelines related to the maintenance of appropriate reserves. The 
MOA authorizes Foundation management to implement and, as needed, develop 
acceptable fiscal controls, including adequate reserves within these policies and 
this policy statement. 
 
California Education Code sections 89904-89905 and Title 5 of the California Code 
of Regulations, section 42402, require that auxiliaries comply with CSU financial 
standards, best practices and policies in order to ensure that auxiliaries maintain 
best practices for fiscal controls, fiscal viability and adequate reserves. The CSU 
also issued best practices for auxiliary fiscal controls in its Compilation of Policies 
and Procedures for CSU auxiliaries. The establishment of an adequate reserve 
policy for CSU auxiliaries is a requirement of California Education Code section 
89904(b). This statute states that auxiliaries will implement financial standards 
which assure their fiscal viability. Such standards shall include proper provisions 
for professional management, adequate working capital, adequate reserve funds 
for current operations and capital replacements, and adequate provisions for new 
business requirements. 
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II. NET TO RESERVES DISPOSITION 
 

The first priority for use of Net to Reserves is the payment of obligations incurred 
through the Foundation’s functions. The second priority is the funding of working 
capital/current operations. The disposition of Net to Reserves will be based on the 
approved plan to build and maintain reserves, as determined under section IV. E. 
below.  

 
III. NET ASSET DEFINITIONS 
 

Net assets are split into three categories: unrestricted, temporarily restricted and 
permanently restricted. 

  
A. Unrestricted Funds – Unrestricted funds included the Foundation’s General 

Fund accounts. The General Fund shall be maintained to account for all 
financial resources except those required to be managed and accounted 
for in another fund. The Foundation receives its unrestricted funds from the 
following sources: 1) fees for administering the endowment, 2) restricted 
gift fees, 3) investment earnings on Campus Programs funds,4) 
unrestricted gifts, 5) fees for managing trusts, and 6) net to reserves from 
operations. 
 

B. Restricted Funds – Restricted funds (both temporarily and permanently 
restricted) are those funds that can only be used for specified purposes. 
These usually include all Campus Programs Funds, endowments funds 
and life income funds. 

 
1. Campus Programs Funds – Monies managed by the Foundation on 

behalf of donors to specific campus departments, divisions, 
colleges or initiatives over which the Foundation has no 
programmatic or budgetary control shall be maintained in the 
Campus Programs Fund. These funds include distributions from 
endowments as well as gifts to specific areas. These funds are 
temporarily restricted. The Foundation maintains appropriate 
records of the restrictions placed on these funds and is responsible 
for the proper expenditure of the funds consistent with the purpose. 

 
2. Endowment Funds – Endowment Funds are both temporarily and 

permanently restricted. 
 

a. Temporarily Restricted – Accumulated amount of 
investment earnings from permanent and quasi-
endowments available to support specific purposes or 
programs. 

 
b. Permanently Restricted – Permanently restricted funds are 

the Net Assets resulting from contributions of assets whose 
use by the organization is limited by donor-imposed 
stipulations that neither expire by passage of time nor can 
be fulfilled or otherwise removed by actions of the 
organization. 
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3. Life Income Funds - Life Income Funds are both temporarily and 

permanently restricted. 
 

a. Temporarily Restricted – Accumulated amount of 
investment earnings from trust assets available to support 
specific purposes or programs. 

 
b. Permanently Restricted – Permanently restricted funds are 

the Net Assets resulting from contributions of assets to 
Trusts whose use by the organization is limited by donor-
imposed stipulations that neither expire by passage of time 
nor can be fulfilled or otherwise removed by actions of the 
organization. 

 
IV. POLICY AND REGULATIONS 
 

A. Policy Provisions – Use of unrestricted net assets is prioritized by the CSU 
as follows: 1) debt service, 2) working capital/current operations, 3) 
reserves, and 4) planned future operations.  
 

B. Reserve Amounts – All reserve funding levels and the source(s) of such 
funds shall be subject to approval by the President and the Board of 
Directors at the time the annual budget is presented and again upon review 
of year-end financial statements. 

 
C. Separate Accounting and Reserve Balances - Each reserve shall be 

maintained in a separate account, shall not be commingled with other 
accounts, and shall be funded with cash not available for corporate uses 
other than those identified by this policy. Each year, upon presentation of 
the budget for Board of Directors approval, management shall provide a 
report on current requirements and funded levels for each reserve. 

 
D. Reserve Expenditures – Foundation management may utilize funds from 

these reserves for the purposes herein defined only upon approval from 
the Executive Committee. Under emergency conditions, the Foundation’s 
Chief Executive Officer (CEO) and its Treasurer may utilize funds from 
these reserves and the CEO shall be obligated to solicit approval of the 
Executive Committee at their next regularly scheduled meeting. 

 
E. The Foundation shall have the following reserves in order of priority: 

 
1. Working Capital/Current Operations Reserve – The Foundation 

seeks to maintain a General Fund reserve for working capital for 
current operations which will enable the Foundation to pay 
operating expenses for ninety-days. 

 
2. Capital Replacement/Provision for New Business – Currently, the 

Foundation does not have any capital assets nor is it contemplating 
any new businesses. As such, no reserves shall be established for 
these areas. The necessity for such reserves will be reviewed as 
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the need arises. 
 
 F. Implementation 
 

1. The Foundation Treasurer is charged with the responsibility of 
implementing this policy through procedures and forms as needed, 
with approval of the CEO. 
 

G. References and Related Policy 
 

1. California Education Code §§89904-89905 
 
2. Title 5 California Code of Regulations §§42402 et seq. 
 
3. CSU Compilation of Policies and Procedures for California State 

University Auxiliary Organizations, issued Sept. 2002, and as 
otherwise updated (issued through CSU Executive Order 732) 

 
4. CSU Trustees and the Cal Poly Foundation Master Operating 

Agreement 


