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____________________________________________________________________________ 
 

INTERNAL INVESTMENT FUND 
INVESTMENT GOALS, OBJECTIVES AND POLICIES 

 
 
I. GOALS AND OBJECTIVES 
 

A. Investment Return Objectives.  
 

1. The primary objective for the internal investment fund is to enable 
the Foundation to meet its financial obligations as they come due.  

 
2. A secondary objective is to achieve prudently managed 

investment returns that are reasonably stable and predictable over 
time, measured in rolling five year periods. 

 
B. Diversification.  The investment portfolio shall be diversified. The 

purpose of diversification is to protect asset values by minimizing market 
value risks. 

 
C. Business Objectives.  Underlying the Internal Investment Fund's 

Investment goals is its need to effectively manage Foundation operating 
cash requirements as well as to provide for the following: 
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1. Income to partially fund the Foundation's Administrative and 
Management budget. 

 
2. Funding for advances to Campus Program accounts for projects 

and operations as approved by the Board of Directors. 
 

3. Management of notes receivable related to appropriate non-
campus investments. 

 
II. INVESTMENT POLICIES 
 

A. Allowable Investments. Allowable investments shall diversify 
investments among both equity and fixed-income securities, within these 
parameters. 
 
1. Fixed Income Investments. The principal category of fixed income 

investments will be domestic high-quality intermediate or long-term 
corporate and Treasury bonds. Investments in below-grade 
instruments and international instruments may also be included as 
approved by the Investment Committee. 

 
2. Equity Investments. The principal category of equity investments will 

be common stocks. Stock investments should be diversified by 
industry, capitalization size, relative value and nation of origin. 
Accordingly, the Investment Committee, will establish, document and 
make available for review by the Board the appropriate allocations 
and limits within these diversifying categories.  

 
3. Short Term Investments. Short term, cash equivalent investments and 

certificates of deposit are appropriate within FDIC insurance limits 
for each issuer. 

 
4. Other Investments. Other investments such as individual real estate, 

private distressed securities, venture capital, domestic and foreign 
private equity, directional and non-directional hedge funds or 
commodities (including energy and natural resources) may be 
utilized in the Fund portfolio if authorized by the Investment 
Committee, after appropriate review and analysis of the role of the 
investment in the portfolio and a determination that the expected risk 
and return profile are in alignment with overall portfolio objectives 
and policies. It is expected that such other investments will be made 
utilizing a diversified pools of assets. 

 
B. Prohibited Investments. The Fund may not purchase investments in letter 

stock or individual commodities unless they are part of a broad group of 
commodities within a diversified fund that has been approved by the 
Investment Committee. In addition the Fund may not engage in short 
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sales or purchases on margin unless they are part of a diversified fund 
that has been approved by the Investment Committee. 

 
C. Other Permitted Investments include: 

 
1. Advanced Funds.  Advanced funds are funds provided to University 

departments for a specific project or program.  The term of the 
advance will require repayment and may or may not provide for 
return on investment.  The advance may or may not be secured.  
Advanced funds must be requested in writing by the Office of the 
President.   The Foundation Chief Executive Officer has authority to 
approve requests up to $250,000 and will report the advance to the 
Board of Directors as soon as feasible.  Requests greater than $250,000 
must have the approval of the Board of Directors. 

 
2. Program Investments.  Program investments are loans made with the 

expectation that the note will be readily marketable and provide a 
return on investment.  They are typically secured by personal or real 
property.  Any program investment must ultimately benefit the 
purpose of a University or Foundation program.  Program 
Investments must have the approval of the Investment Committee. 

 
3. Investments that meet the security, liquidity and yield requirements 

of the Internal Investment Fund and are approved by the Investment 
Committee. 

 
 
III. INVESTMENT MANAGEMENT GUIDELINES 
 

A. Investment Discretion.  Those individuals designated by Board of 
Directors' resolution to administer investment activities will have full 
discretion to invest the assets of the Fund in a prudent manner, consistent 
with the Fund's objectives and within guidelines that may be established 
by the Investment Committee. 

   
B. Management/Committee Communications.  Management staff assigned 

responsibility for the investment of Internal Fund assets will conduct the 
investment program in accordance with this policy and oversight by the 
Investment Committee. 

 
Management is expected to promptly advise the Investment Committee 
of any problems or changes within the investment activities that could 
require changes in policy. 

 
C. Reporting.  After the end of each calendar quarter, management will 

report to the Investment Committee.  This report will provide 
information on asset allocation, rate of return and significant transactions. 
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In general, Investment Managers will be encouraged to not initiate transactions that 
could generate unrelated business taxable income (UBTI.)  
 

 
IV. SPENDING RULES 
 

Appropriations of investment earnings will be made periodically as follows: 
 

A. All investment earnings will be recorded in the general investment 
accounts to facilitate the reporting on total investment activities. 

 
B. Investment earnings on the Internal Investment Fund shall first be 

allocated to fund a reserve to be used against market value decreases in 
equities and other investments as defined in section II above. The reserve 
should be no less than 10% of the total asset value invested in equities 
and other investments.  

 
C. Earnings in excess of those in B. above shall be allocated to support the 

annual investment earnings for the Foundation as approved by the 
Foundation Board.  

 
D. Any remaining earnings from the Internal Investment Fund will be 

retained as an unrestricted asset of the Foundation available for its 
general corporate purposes or as directed by the Foundation Board. 

 
V.       ADMINISTRATION 
 

A. Custodial Arrangements.  All marketable securities will be held by a 
bonded, notable and nationally recognized operating custodian.  The 
terms and conditions of this custodial relationship shall be detailed in a 
written agreement.  

 
B. Process.  It is the charge of the Investment Committee and staff to 

implement the policies set forth above.  The Investment Committee shall 
have discretion to establish and document specific guidelines necessary 
to meet the Fund’s goals, objectives and policies.  The Investment 
Committee may utilize investment consultants and managers to achieve 
their goals. 

 
The Investment Committee will make its documented guidelines 
available to the Board of Directors and will periodically advise the Board 
of any change(s) to the document. 

 
VI.     DELEGATION OF AUTHORITY 
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A. The Investment Committee may hire advisors and managers and may 
delegate some of its responsibilities to either consultants or staff.  It is 
responsible for monitoring the activities delegated and their results. 
 

B. Responsibilities delegated to the Investment Advisors/Managers include: 
 Recommendation to the Investment Committee of policies and 

guidelines. 
 The execution of all policies and guidelines. 
 The hiring, monitoring and terminating of investment 

managers. 
 Performance reporting on managers, asset classes and fund. 
 

C. Investment Managers are authorized to vote proxies on the Foundation’s 
behalf. 
 

 
V. REVIEW 

 
A. The Investment Committee of the Foundation Board of Directors will review 

this policy in its entirety every five years from the most recent updated date 
to determine its effectiveness and appropriateness.  The policy may be 
evaluated before that time as necessary to reflect substantial organizational, 
financial, or physical change(s) at the Foundation or any change required by 
law or by other governing policy. 

 
VI. REFERENCES AND RELATED POLICY 

VII.  
A. California Uniform Prudent Management of Institutional Funds Act 

(“UPMIFA”) (Cal. Probate Code §18506 et seq.). 
B. UBIT 

 
Document Chronology:  August 2019 updates for formatting and added review 
schedule, revised for improved clarity. 
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