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ENDOAMWENT AND SI M LAR FUNDS

"By pooling its endownents the University has provided
to every donor of endownent noneys an ultimate
assurance of safety, of absolute fairness of treatnent,
of productivity, and of permanence for the fund which
he has created. This neans that each endowrent fund,
the ternms of which permt such action, is regarded as
having a due proportional share in every investnent
made with the noneys which represent the total of the
endownent s thus pool ed. Thus each endownent profits
proportionately by each particularly favorable

i nvest ment made, each is insured by the conbi ned
mllions of the whole pool, and all alike share in the
increase in productivity in the pool noneys...."

--Report of the Secretary to the Regents
for the Year Ending June 30, 1905

| NTRODUCTI ON

The Endowrent and Simlar Funds group consists of true
endownent funds, funds functioning as endowrent, funds held
in trust by others, deferred gifts (living trust funds,
annuity trusts, unitrusts, charitable lead trusts, pooled
income, gift annuity), and agency funds.?®

This chapter provides a general description of University's
endownent nmanagenent program and the types of funds that
make up the endowrent and simlar funds group. A brief
description of the pools in which the funds in this group
are invested is provided in Section IV, |Investnent.
(Accounting Manual Chapter 1-582, Investnents and | nvest nent
| ncone, provides an overview of the University's investnent
operations.) This chapter al so covers accounting,
reporting, and distribution of endowrent inconme and
principal appropriated.? In addition, the total return

met hod of cal cul ating the annual payout for certain funds,
adopted recently by the Regents, is covered in Section V.D.

! Agency funds are reported separately in the University's Annual
Fi nanci al Report, but are handl ed as endownents for investnent
pur poses.

2 Al t hough endowrent incone and principal appropriated are
actually recorded in the Current Funds group, they are covered in
this chapter in order to conplete the discussion of the Endowrent
and Simlar Funds group.

9/ 30/ 99 TL 82


http://policy.ucop.edu/doc/3410251

ENDOAWENT AND SI M LAR FUNDS
E- 525

ACCOUNTI NG MANUAL Page 3

TL 82

ENDOAVENT MANAGEMENT

A

AUTHORI Tl ES

The Treasurer of The Regents is responsible for
managi ng the investnents of the endowrent and simlar
funds group.

The President, as stated in section 100.4(t) of the
Standi ng Orders of The Regents, has the follow ng
responsibilities:

"The President is authorized to determ ne, consistent
wi th any expressed intent of the donor, the purpose for
whi ch and the canpus or other location at which a gift
shal |l be used, to determ ne whether incone and/or
princi pal shall be used, and to make all ocations and
reall ocations in accordance therewith, to the extent
not specified by the donor of a gift."

The President has redelegated this authority to the
Provost and Senior Vice President--Acadenm c Affairs.

The President has redel egated the authority to
desi gnate the purpose and type of fund to the
Chancel lor if the donor has clearly specified the
canpus at which such funds are to be used.

The G fts and Bequests Review Conmittee is authorized
to allocate and reallocate gifts and bequests a) in
accordance wth terns specified by the donor, to

desi gnate the purpose for which, and the |ocation at
whi ch the inconme/or principal shall be used; and b)
consistent wth any expressed intent of the donor to
make the above determ nations to the extent not
specified by the donor of the gift. The Conmttee is
al so responsi ble for the review of accunul at ed
endownent incone that exceeds five years payout. (The
Devel opnent Policy and Adm nistration O fice (DPA),
University and External Relations, Ofice of the
President (OP), performs the staff work for these
functions.)

ESTABLI SHVENT OF NEW FUNDS

The Chancell or may determ ne the fund desi gnati on when
new funds are established fromnonies generated within
the University and for new funds established by gifts
or bequests, if restrictions are not stipulated by the
donor, and the ampbunt is not in excess of $250, 000.
The Chancellor is granted the sane authority for funds
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1. ENDOMVENT MANAGEMENT (Cont.)
B.  ESTABLI SHVENT OF NEW FUNDS ( Cont.)

functioning as endownent for anmounts up to $500, 000.
Proposals for gifts in excess of $500,000 should be
referred to OP.

The fund designation for each new fund established in
t he Endowrent and Sim |l ar Funds group has three
conponent s:

1) Type of fund (true endowrent, fund functioning as
endownent, etc.) (See Section IIl, Fund Types);

2) Canmpus or other |ocation at which the fund is to
be enpl oyed; and

3) Pur pose for which the fund nay be used (student
aid, research, etc.).

The first designation pertains to the general
restrictions associated with the principal of the
new fund. The second and third designations
govern the specific uses of the incone, whether
princi pal may be expended, and the conditions
under which w thdrawal s nmay be nade.

When a new endowrent fund is established, Financial
Managenent prepares the endowrent fund principal and
i ncome Account Fund Profiles (AFP) and the Fund
Attribute Table (FAT). The AFP sets up the funds in
the general |edger. The FAT contains investnent
instructions, fund restrictions, donor information, a
brief synopsis of fund use, and special reporting
codes.

C. ADM NI STRATI ON

The OP Financial Managenent office is responsible for
verifying that endownrent and simlar funds are
established in accordance with the terns of the fund.
This office maintains the accounting records for

princi pal and investnent incone, distributes principal
appropri ated and endowrent payout to canmpuses or to the
proper accounts for expenditure, and provides
information to each accounting officer regarding the
terms of funds distributed to his/her canpus.

The accounting officer is responsible for ensuring

conpliance with the terns of a fund after
appropriations have been transferred to the canpuses.
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D. ACCUMULATI ON OF ENDOWVENT | NCOVE

The University is legally required to adm nister the
endownent funds it has accepted, in accordance with al
the terns inposed by the donor. Since an inplied

requi renent of the lawis that the University nust put
endownent payout to use, incone may not accunul ate for
an unreasonabl e period of tinme. To ensure conpliance
with this aw, The Ofice of the General Counsel
(CGeneral Counsel) has recommended that endowrent incone
shoul d not be allowed to accumul ate beyond five years.

This policy does not apply to those situations in which
the donor has inplicitly or expressly authorized the
accunul ati on of income for |onger periods.

The G fts and Bequests Review Conmttee is responsible
for ensuring conpliance with this policy. Accounting
of ficers should revi ew endowrent inconme bal ances
periodically and advise the Secretary of the Gfts and
Bequests Review Conm ttee when incone from an endownent
fund cannot be expended during the nmandated peri od.

If the original terns of an endownent fund are so
outdated that it is difficult to expend the incone, the
Chancel | or should notify Fi nancial Managenent, which
w Il request the General Counsel's assistance in
reviewing the ternms of the fund. The Chancellor's
request should include a proposal outlining an
alternative use of the incone that is as close to the
donor's original intention as possible. [If the
outdated terns are inpossible to satisfy, the General
Counsel may seek to have the terns legally altered.

FUND TYPES

Al funds in the Endowrent and Simlar Funds group are
consi dered principal, since this fund group includes only
t hose funds intended for investnent.

The Endowrent and Sim lar Funds group is divided into the
foll ow ng subgroups, according to the source of the
principal or restrictions on use:

True endownent funds

Funds functioni ng as endownent
Funds held in trust by others
Deferred gifts

Agency funds
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I11. FUND TYPES (Cont.)

A

9/ 30/ 99

TRUE ENDOWVENT FUNDS

True endownent funds are funds derived fromgifts or
bequests, the terns of which stipulate that principal
must remain inviolate and that only the income may be
expended. The use of incone fromendowrent funds is
either restricted by the donor or determ ned by The
Regent s.

The University has issued guidelines to gift officers
and ot hers regardi ng the acceptance of endownents (and
other gifts) to ensure that the University wll not be
bound by restrictions that are difficult to adm nister
or are in conflict with established University goals or
policies. These guidelines are published by the Vice
President--University and External Relations in the
Devel opnent Policy Manual .

FUNDS FUNCTI ONI NG AS ENDOWENT

Funds in this subgroup are created by a gift or bequest
where a donor does not explicitly instruct that it be
used as either a current gift or an endowrent. At its
own discretion, the University may create a fund
functioning as endowrent. These funds are invested as
if they were a true endownent; however, unlike a true
endownent, the institution may authorize the
expenditure of principal. The main source of funds
functioning as endowent is private gifts and bequests.
O her exanpl es of such funds include indirect cost
recovery on Federal and private agency contracts.

These funds are invested as endowrents; subsequent

all ocations for current use are made from pri nci pal .

FUNDS HELD I N TRUST BY OTHERS

Funds held in trust by others are derived fromprivate
gifts and bequests held in trust for investnent by
outside trustees. The terns of the trusts that
established such funds vary; the University may be
desi gnated as inconme beneficiary, principal
beneficiary, or both.

These funds are recorded in the general |edger. As
incone is disbursed to the University by the trustee,
it is accounted for and used in the same manner as

i ncone from endowrent funds.
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D. DEFERRED G FTS

Living trust funds, annuity trusts, unitrusts, pooled
incone, and gift annuity funds are derived fromgifts
and bequests, the terns of which stipulate that incone
must be paid to a designated beneficiary for a
specified period, which in nost cases is the duration
of the beneficiary's life.?

The University currently accepts the follow ng types of
deferred gifts:

1) Annuity trusts - A fixed dollar anpbunt paynent is
established at the tinme a gift is received, based
on the market value of the assets.

2) Unitrusts - A fixed rate of paynent (e.g., five
percent of the net fair market value of the trust
assets) is established and a val uati on nust be
made at | east once a year

3) Pool ed i ncome funds - A share of the funds' net
income is established, based on the nunber of
units assigned when property is transferred to the
fund. The Regents currently have two Pool ed | ncone
Funds, the Long Term I ncome Fund (LTIP) and the
General Endowrent Pool Bal anced G ow h Fund
( GEPBG) .

4) Gft Annuity Funds (GAF) - A guaranteed lifetinme
annuity is established, at a rate based on the
beneficiary's life expectancy, in return for an
irrevocable gift.*

At the end of a specified paynent period, income
fromthese deferred gift funds reverts to the
University. The principal of such funds may then

® Living trust funds established prior to 1969 required payment
only of incone earned by the assets of the fund, rather than
paynment of a set amobunt. The Tax Reform Act of 1969 limted the
types of charitable funds that could be accepted by institutions,
and sanctioned only the establishnment of annuity trusts,

uni trusts, and pool ed i ncone funds.

“*California GAF's are regul ated by the California Departnent of
| nsurance. GAF' s require that an institution set aside prudent
reserves in a trust account equivalent to the amount required to
cover future obligations on each contract.
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I11. FUND TYPES (Cont.)
D. DEFERRED G FTS (Cont.)

be transferred to the True Endowrent, Funds

Functi oni ng as Endowrent, or Current Funds group,
depending on the terns stipulated by the donor and
on the anmount of principal avail able.

E. AGENCY FUNDS

Agency funds are funds invested by the University, in
its capacity as the custodian or fiscal agent, for
organi zations that are not financially accountable to
the University, such as certain canpus foundations and
UCSF Stanford Health Care. Such entities enter into a
contractual arrangenent wth the Treasurer's Ofice,
whi ch stipulates the terns of w thdrawal.

V. | NVESTMENT POCLS

The University invests Endowrent and Sim |l ar Fund group
funds in the foll ow ng pools: General Endownent Pool (GEP)
Hi gh I ncone Pool (H P) or Short-Term I nvestnent Pool (STIP).
In addition, sone funds may be held for separate investnent.
Refer to Accounting Manual chapter 1-582, Investnments and

| nvest nent I ncone, for nore information.

A GENERAL ENDOWVENT POOL

The GEP primarily holds long-term securities and thus
is intended for funds that are to be retained
permanently. The GEP is the default investnent for
true endownents and funds functioning as endowrent.

B. H GH | NCOVE POOL
Funds invested in the H gh Inconme Pool (H P) include:
deferred gifts, agency funds, and endowrent funds where
donors have stipulated that the inconme nust exceed that
provi ded by the GEP

C. SHORT TERM | NVESTMENT POOL

Endowrent and simlar funds are invested in the STIP
under the follow ng conditions:

1) Funds to be invested in the GEP that were not

received on the valuation date will be invested in
STIP until the next valuation date, so that incone
will accrue in the interim
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2) Funds held for separate investnent (see Section D
bel ow) that do not hold a specific type of asset.

Endowrent funds participate in STIP as doll ar-day (Type
1) funds; STIP income earned is distributed nonthly to
desi gnat ed revenue accounts (J-239590- 3XXXX) .
Participation is based on a daily wei ghted average for
the nonth--which is ascertained fromthe STIP history
file. The total STIP incone available for the nonth is
distributed in proportion to the wei ghted average.

Endowrent i nconme bal ances, however, participate in STIP
as dollar-nonth (Type 2) funds, and STIP incone is
distributed quarterly to designated revenue accounts
(J-267911-3XXXX). Participation is based on nonth-end
general | edger bal ances. To receive STIP dollar-nonth
i nconme, participating bal ances nust average at | east

$1, 000 per nonth for the quarter.

For further information on STIP, refer to Busi ness and
Fi nance Bulletin A-60, Short Term | nvest nent Pool
(STIP)--Distribution of Incone.

SEPARATELY | NVESTED FUNDS

Sonme funds in the Endowent and Sim | ar Funds group are
hel d for separate investnment instead of being pooled in
the GEP, e.g., funds with donor or Regents

restrictions that prohibit pooling or limt investnent
to specific classes of assets, such as bonds, stocks,
etc. In addition, the assets of sone funds (e.qg.,
deferred gifts) are restricted to tax-exenpt securities
in order tolimt a donor's tax liability. A
separately invested fund may hold its own investnents
or be invested in STIP

A nunber of endownent funds hold separate investnents
in real estate or nortgages that are acquired through
gi ft or bequest.

Certain funds retain investnents in oil and gas | eases,
savi ngs accounts, equities held in trust by others,
patents, copyrights, royalty assignnents, etc., when
the investnents are especially attractive, or when
retention is required under the terns of a fund.

Certain funds functioning as endowrent are invested

separately for use as loans to other fund groups for
financing construction projects or other University
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V. I NVESTMENT POOLS (Cont.)

D

SEPARATELY | NVESTED FUNDS ( Cont.)

prograns. The | oans, which normally bear interest, are
recorded as investnents on the bal ance sheet of the
Endowrent and Sim | ar Funds group under the heading
Advances to O her Funds.

V. ENDOAVENT | NCOVE ACCOUNTI NG AND REPORTI NG

A

9/ 30/ 99

RESTRI CTI ON CCDES

A series of restriction codes precede endowrent
princi pal account titles in the general |edger to
specify restrictions (or the absence thereof) on the
use of the inconme. These restrictions, which are
stipul ated by the donor or The Regents, relate to
general use, specific purpose, and canpus | ocation.
(See Appendix I-A for a list of restriction codes.)

The five-digit restriction code is broken down as
fol |l ows:

1) The first two digits, or the specific restriction
code, indicate the subgroup to which a fund
bel ongs--true endowrent, funds functioning as
endownent, annuity funds, etc. It also indicates
whet her the restriction was stipul ated by the
donor or The Regents and designates the general
use of the fund.

2) The second two digits, the purpose code, identify
nore specific uses for the endowrent incone, as
shown in the table in Appendix |I-B. These
pur poses may include research, schol arshi ps and
fell owshi ps, purchases of |ibrary books, endowed
chairs, etc.

3) The last digit indicates the |ocation, i.e., the
canpus to which the endowent incone is to be
di stributed, as designated by the donor or The
Regents. (For a list of canpus codes, refer to
Accounting Manual chapter A-115-2, Accounting
Codes: General Ledger.)

The letter J is used to designate OP, nulti-canpus

funds, rotating funds, or funds for nonspecific
| ocati ons.
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AVAI LABI LI TY OF | NVESTMENT | NCOVE FOR EXPENDI TURE

Endowrent fund investnent inconme is recorded in revenue
accounts during the year in which the incone is earned
but is not nmade avail able for expenditure by the
canpuses until the foll ow ng year

ACCOUNTI NG FOR | NVESTMENT | NCOVE

Entries into the Endowrent and Sim |l ar Funds revenue
accounts are recorded via different nethods, depending
upon the source of the investnent incone. When incone
from stocks, bonds, and other securities is received,
it is entered in the Treasurer's Investnent System
(TIS).

1. | ncone from Securities

Securities income earned from GEP i nvestments is
credited to revenue account J-238990-38990, and
securities inconme earned by separately invested
funds is credited to revenue accounts J-239591-
34100 to J-239591-39997 (except J-239591-38990).

Securities inconme, rents, nortgages, and other
types of incone are entered into the OP General
Ledger.

2. Security Lendi ng

Cccasionally, securities are |oaned to brokers for
specific periods of tine. The incone earned is
distributed to the funds fromwhich the securities
wer e | oaned.

3. Advances

I ncome fromloans to construction projects is
recorded as part of the advances subsystem of the
TI'S. The advances subsystemcredits i ncone
directly to revenue accounts, and also credits an
i nvest ment account with principal paynents.

For a conplete table of account codes for GEP
funds and separately invested funds, refer to

Appendi x 1.
For funds whose terns require that incone be added
to endownent principal, investnent incone is

transferred on a nonthly basis for GEP, H P, and

9/ 30/ 99
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V. ENDOWENT | NCOVE ACCOUNTI NG AND REPORTI NG (Cont . )
C ACCOUNTI NG FOR I NVESTMENT I NCOVE (Cont.)

STI P income, and annually for all other incone.
The investnent incone for funds that make
endownent i ncone avail able for expenditure remains
in revenue accounts through the June 30 final
general |edger after which it is transferred to
unexpended bal ances accounts during the post-

cl osing process. Such bal ances are transferred to
t he canpuses for expenditure or, in the case of OP
prograns, are appropriated directly to location J
expendi ture accounts.

D. TOTAL RETURN METHOD

The University uses the "inconme-only” method of

cal cul ating the annual payout for all endownent funds
except funds invested in the GEP. Effective for the
fiscal year beginning July 1, 1998, The Regents
approved the total return nethod of calculating the
annual payout for funds invested in the GEP.®> Under
this nethod, institutions are permtted to distribute

i nvestnment gains (both realized and unrealized) as well
as investnment income (traditionally defined as rents,
royalties, dividends, and interest). Funds invested in
ot her vehicles, e.g., H P, separately invested, real
estate, and oil and gas royalties, wll continue to
recei ve payouts based on actual incone earned on those
i nvestnments.

The total return payout nethodol ogy approved by The
Regents sets the payout fornula as follows: up to 4.75%
of the sixty-nonth noving average market val ue for

funds invested in the GEP. This calculation is based
on the market value per share of GEP and | ooks at the
nunber of shares of GEP each participant fund holds for
each nonth of the fiscal year. The sixty-nonth average
concludes with the June 30 market value for each fisca
year.

At the end of each fiscal year after the average market
value is calculated, an analysis is perforned to
determ ne the total anmount of payout for each fund
invested in the GEP. This figure is then conpared to

> Adoption of the total return nethod is predicated on the
adoption of the Uniform Managenent of Institutional Funds Act
(UM FA), which The Regents approved in March 1998.
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the actual inconme earned by the fund, and an
augnentation (or reduction) is recorded in the general
| edger. This augnentation/reduction is treated in the
University financial statenents as a non-mandatory
transfer. The total return payout is transferred to
the canmpus in the following fiscal year

E. ENDOWENT COST RECOVERY ASSESSMENT

In March 1999, The Regents passed a resolution to allow
an endownent cost recovery fee assessnent for funds
currently invested in the GEP. The assessnment is a
canpus unique rate limted to actual costs or .15% of

t he 60-nonth novi ng average (see Section D above).
Canpuses provide financial data annually to Financi al
Managenment to substantiate the rate assessed at the
canpus | evel. Each year, as incone is transferred to

t he canpuses the cost recovery fee is assessed and
reported separately to each canpus.

Exhi bit A provides exanples of a total return payout
and a cost recovery assessnent cal culation. The total
return payout rate in effect for the fiscal year ending
June 30, 1999 is 4.35% This rate wll be revi ewed
annual |y and nmay change.

DI STRI BUTI ON OF PRI NCl PAL APPROPRI ATED

When an appropriation is made from principal, the book val ue
of the fund is permanently reduced; this is reflected by a
per manent decrease in the bal ance sheet of the Endownent and
Simlar Funds group. An offsetting increase appears in the
Current Funds group (if the appropriation is for current
expenditures), in the Plant Funds group (for capital
expenditures), or in the Loan Funds group (for | oans).

Thus, while it may be said that principal my be expended,
the expenditure itself is not recorded within the Endowrent
and Simlar Funds accounts but rather within Current, Plant,
or Loan Funds accounts.

Principal appropriated for current expenditure is
transferred by financial journal entry fromthe principal
accounts of the Endowrent and Sim |l ar Funds group to
Unexpended Bal ances--Princi pal Appropriated (account J-
119750, fund bl ocki ng 04100-09997) of the Current Funds
group. Fromthese J accounts, the balances are transferred
(through financial control accounts) to |ocal canpus
Unexpended Bal ances--Princi pal Appropriated accounts (| ocal
canpus account X-119750, fund bl ocki ng 04100-09997). The
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VI. DI STRI BUTI ON OF PRI NCl PAL APPROPRI ATED (Cont.)

bal ances are appropriated fromthe | ocal Unexpended
Bal ances- - Princi pal Appropriated accounts to canpus
expendi ture accounts for authorized purposes.

VI'1. TRANSFER CF | NCOVE TO CAVPUSES

The foll owm ng guidelines govern the transfer of endowrent
i ncone to canpus accounts:

A

9/ 30/ 99

ESTI MATE OF ENDOWVENT | NCOVE

Each spring, Financial Managenent prepares the Budget

of Estimated Endowrent |nconme, which contains a
projection of the distributable Endowent and Simlar
Funds group incone avail able for expenditure during the
next fiscal year. This estimate is used to establish a
budget file for use in preparing canpus operating
budgets. A copy of the student aid portion of the
budget (sections 3 to 9), which specifies the student
aid funds permanently assigned to each canpus, is also
distributed to the Ofice of the Provost and Senior
Vice President--Academ c Affairs to assist in the

equi table distribution of nmulti-canpus funds.

On July 1 of each year, canpuses nmake operating budget
entries in the general |edger fromtheir revised budget
files. Adjustments to actual incone are nade in the
general | edger several nonths |ater when endowrent
incone is actually transferred to the canpus | edgers.
Endowrent incone assigned to a canpus for only one year
is established on the canmpus's general |edger, but not
inits budget file.

TRANSFER OF | NCOMVE
Three types of incone fromthe Endowrent and Siml ar

Funds group are transferred to the canpus | edgers in
August of each year:

1) I nconme from endowrent funds permanently assigned
to a canpus;

2) I ncone fromfunds rotating anong canpuses each
year; and

3) | ncome frommulti-canpus student aid funds

allocated by the O fice of the Provost and Seni or
Vi ce President--Academc Affairs.
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Endownrent incone is transferred to the canpuses via a
conput er-generated journal (02-D86), which identifies
the canpus | ocation by the restriction code assigned to
each fund. The 02-D86 journal does not require a
manual response by the canpuses. The inconme from

mul ti-canmpus, rotating, and OP funds is manually
transferred via financial journal by Financial
Managenent or by the canpus responsible for the

adm nistration of nultiple canpus funds. These
transactions require a canmpus response.

All

endownent incone is transferred from Unexpended

Bal ances- - Endownent | ncone (account J-119820, fund
bl ocki ng 34100-39997), through financial control
accounts to the | ocal unexpended bal ance accounts

(l ocal campus account X-119820, fund bl ocki ng 34100-
39997). Fromthese |ocal accounts the funds are
appropriated to canpus expendi ture accounts for

aut hori zed use.

COVPLI ANCE W TH FUND TERMS

After endownent inconme has been transferred to the
canpuses, the canpus accounting officer is responsible
for ensuring that all expenditures are nade in
accordance wth the terns of a fund. The accounting
officer is also responsible for notifying a designated
departnent that incone from new endownent funds is
avai l able to that departnent for expenditure.

RETURN OF UNEXPENDED | NCOVE TO OP

Unexpended endowrent inconme and principal appropriated
at fiscal year-end are either retained by the canpus
(carried forward) or nust be returned to OP. The
fol |l ow ng gui del i nes govern whet her unexpended funds
are retained or returned by canpuses:

1

| ncone Al ways Retai ned by Canpuses

Unl ess the return of unexpended incone is nmandated
by the fund terns, unexpended bal ances of
endownent funds are retained permanently by the
canpus. Canpuses also retain the current year's
inconme of any rotating funds allocated to themfor
t hat year.
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VI1. TRANSFER OF | NCOVE TO CAMPUSES ( Cont.)
D. RETURN OF UNEXPENDED [ NCOME TO OP (Cont.)

2. I ncone Al ways Returned by Canpuses

Certain funds require that unexpended i nconme be
added to principal; such incone nust be returned
to OP by Septenber 30 (three nonths after the
fiscal year end). Financial Mnagenent provides
accounting officers with a list of these funds
each year, as part of the fiscal closing process.

3. | nconme Ret ai ned by Canpuses for Specific Purposes

The incone fromsone OP endowrent funds is
allocated to canpuses to carry out specific
projects or programs and may be expended only for
t hese aut hori zed purposes. At fiscal closing,

Fi nanci al Managenent provi des the accounting
officers with a list of those funds from which
specific allocations have been made. The canpuses
retain the unexpended inconme for any projects or
prograns that are still in progress; all other
unexpended bal ances nust be returned to OP.

VI11.DI STRIBUTI ON OF | NCOVE TO OQUTSI DE RECI Pl ENTS

Living trust funds, annuity trusts, unitrusts, pooled incone
funds, and gift annuity funds require the distribution of
income to recipients outside the University. This inconme is
di stributed by Financial Managenment in accordance with
agreenents wth annuitants and trust beneficiaries, or as
required by the terns of the fund. Some annuity funds
specify that part of the incone earned may be retained for
the benefit of the University.

The inconme fromagency funds is also distributed to

reci pients outside the University, since the University is
merely acting as a custodian or fiscal agent for these
funds. Agency funds income is distributed in accordance
with the agency's requirenents, or as soon as possible after
June 30.

Living trust fund, annuity trust, and unitrust disbursenents
are charged to a nonreportabl e expendi ture account, Paynent
to Beneficiaries (account J-804020, fund bl ocking 34100-
39997). In the University's annual Financial Report,
paynments to beneficiaries are recorded as adjustnents to
funds bal ances in the Current Funds group.

9/ 30/ 99 TL 82
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| X. REPORTI NG RESPONSI BI LI TI ES
Each canpus is responsible for providing financial
statenents or reports, as required, to donors or recipients
of inconme from endownents adm ni stered by the canpus.
Fi nanci al Managenent is responsible for providing financial
statenents or reports, as required, to donors or designees
for funds whose i ncone benefits nore than one canpus.
X REFERENCES

TL 82

Devel opnment Policy Manual, Devel opnment Policy and
Adm nistration, Ofice of the Vice President--University and
Ext ernal Rel ati ons.

Standi ng Orders of The Regents:

Section 100.4 (s) and (t): Duties of the President
in regard to allocations
of gifts.

Section 100.4 (dd): Duties of the President in regard
to solicitation and acceptance of
gifts.

The Regents, M nutes adopting the policy on endowed chairs,
May 21, 1998.

Vi ce President Donald Swain, Menorandumto Acting Assistant
Vice President J. A Pastrone on the allocation of
unrestricted gifts of $1,000 or |less, May 14, 1980.

Seni or Vice President Frazer, Menorandumto Associ ate Vice
Presi dent Pastrone on the allocation of unrestricted
bequests, January 8, 1988.

Del egat i ons:

Presi dent David P. Gardner, Menprandum to Chancell ors
del egating authority to allocate gifts, July 19, 1985 (See
DA 1052).

President J.W Peltason, Menorandumto Chancellors, Vice
President--Agriculture and Natural Resources, and Vice
President--University and External Rel ations del egating
authority to solicit and accept gifts, March 23, 1994 (See
DA 2011).

President J.W Peltason, Menorandumto Provost Massey

del egating authority to allocate gifts and bequests, January
12, 1995 (See DA 2030).
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X.  REFERENCES (Cont.)

President R chard C. Atkinson, Menorandumto Associate Vice
Presi dent Hershman del egating authority to allocate
operating funds, February 27, 1997 (See DA 2081).

Busi ness and Fi nance Bull etin

A- 60, Short-Term Investnment Pool (STIP)--Di stribution
of | ncone.

Accounting Manual chapters:

A-115-1, Account Cl assification.

A-115-2, Accounting Codes, Ceneral Ledger.

A-115-3, Accounting Codes: Transaction Codes for Fund
Bal ances Accounts.

| -582, Investnents and | nvestnent | ncone.

Hi storical note: Accounting Manual chapter first published
3/1/71. Revised 12/1/85, 9/30/99, and 6/30/00; analyst--d audi a
Har di n.
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APPENDI X | -A - RESTRI CTI ON CODES- - ENDOAWENT AND SI M LAR FUNDS

SPECI FI C RESTRI CTI ON CCDE (FIRST TWO DIG TS) 12114

Code No. Restriction
Endownrent Funds
11 Unrestricted
12 Restricted by The Regents for educational and general

purposes--al |l ocated for general purposes or
all ocated to specific departnents or activities

13 Restricted by The Regents for student aid
15 Restricted by donor for educational and general
pur poses

16 Restricted by donor for student aid
18 Restricted by donor for |oan funds

Funds Functioni ng as Endownent
21 Unrestricted
22 Restricted by The Regents for educational and general

purposes--al |l ocated for general purposes or
allocated to specific departnents or activities

23 Restricted by The Regents for student aid
24 Restricted by The Regents for auxiliary enterprises
25 Restricted by donor for educational and general
pur poses
26 Restricted by donor for student aid
27 Restricted by donor--purpose to be designated |ater
28 Loan funds
29 General Endowrent Pool reserve

Funds Held in Trust by Ohers
Hel d by others with the University as beneficiary

of incone:

31 Unrestricted

32 Restricted by The Regents for educational and
general purposes--allocated for general purposes

35 Restricted by donor for educational and genera
pur poses

36 Restricted by donor for student aid

Annuity and Living Trust Funds
**43 G ft Annuity Funds

45 Annuity Fund (1969 Tax Reform Act)

46 Uni trust (1969 Tax Reform Act)

47 Pool ed I ncone (1969 Tax Reform Act)

48 Annui ty funds

49 Trust agreenments

50 Agency Funds

| nvested for affiliated organizations of the
University as a service

TL 84 **Addi tion 6/30/00
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APPENDI X | - B

PURPCSE CCDE (SECOND TWO DIG TS) 1211 4

Code No. Restriction
11 Ceneral purposes
21 Depart nental purposes
**22 School purposes
Pr of essor shi ps
31 Chairs
32 Q her
Resear ch
41 Cancer research
42 Medi cal research
43 O her research
Lectures
51 Committee on Arts and Lectures
52 Departnmental | ectures
Li braries
61 General library
62 Departmental |ibraries
Student Aid
71 Under gr aduat e schol ar shi ps
72 G aduat e schol arshi ps and fel |l owshi ps
73 Graduat e or undergraduate schol arshi ps
74 Prizes and awar ds
75 Gfts and grants-in-aid
76 Loan funds held in trust--no i ncone
77 Mul ti purpose student aid
Vari ous purposes
81 Mul ti purpose funds
82 M scel | aneous purpose funds
83 | ncone added to principal and principal wthdrawn
for use
84 I ncone added to principal to build up fund for
ulti mate use
85 | ncone added to | oan fund
Trust and agency funds
91 Annui ty funds
92 Trust funds
93 Agency funds

**Addi tion 6/30/00
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APPENDI X 11
| NVESTMENT | NCOVE- - ACCOUNT CODES
SEPARATELY

GEP ACCOUNTS | N\VESTED ACCOUNTS | N\VESTMENT | NCOVE

238992 - 38990 - - VA MORTGAGE LOANS

238999 - 38990 - - FHA MORTGAGE LOANS

238993 - 38990 239593 - 3XXXX CONVENTI ONAL MORTGAGE
LOANS

238994 - 38990 239594 - 3XXXX REAL ESTATE

238995 - 38990 239595 - 3XXXX M SCELLANEOUS LQOANS
AND CONTRACTS

238996 - 38990 239596 - 3XXXX O L AND GAS LEASES

238997 - 38990 239597 - 3XXXX SECURI TY LOANS

238998 - 38990 239598 - 3XXXX MORTGAGE PASS- THROUGH
CERTI FI CATES

238990 - 38990 239591 - 3XXXX SEPARATE | NVESTMENTS

239590 - 38990 239590 - 3XXXX STIP $ DAY

267911 - 38990 267911 - 3XXXX STIP $ MONTH

- - 239592 - 3XXXX ADVANCES

TL 82 9/ 30/ 99



ENDOAMWENT AND SI M LAR FUNDS

E- 525
Page 22

ACCOUNTI NG MANUAL

Exhibit A: University of California
Examples of Endowment Total Return/Cost Recovery Calculations

1. Endowment Invested at Same Level all Year

As of the | Avg Mkt | X [Endowment| X | Monthly Total | = | Total Return | Monthly Cost Cost
End of Value Per Shares in Return Rate Payout Recovery Rate Recovery
Month: | Share GEP GEP = 4.35%/12 Amount =.15%/12 Amount

JuL 12.39978 0.00363 $619.10 0.000125 $21.35
12 772

AUG 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

SEP 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

OCT 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

NOV 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

DEC 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

JAN 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

FEB 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

MAR 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

APR 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

MAY 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77

JUN 12.39978 0.00363 $619.10 0.000125 $21.35
1°? 77
TOTAL $7,429.26 $256.18

2. Endowment Established During Year with Addltlonal Gifts During Year

As of the X |Endowment| X [ Monthly Total | = | Total Return | Monthly Cost Cost
End of Shares in Return Rate Payout Recovery Rate Recovery
Month: GEP = 4.35%/12 Amount =.15%/12 Amount

JuL 12.39978 0.00363 $0.00 0.000125 $0.00

AUG 12.39978 7 0.00363 $0.00 0.000125 $0.00

SEP 12.39978 0.00363 $0.00 0.000125 $0.00

OCT 12.39978 0.00363 $0.00 0.000125 $0.00

NOV 12.39978 0.00363 $0.00 0.000125 $0.00

DEC 12.39978 0.00363 $0.00 0.000125 $0.00

JAN 12.39978 0.00363 $22.47 0.000125 $0.77
BNN

FEB 12.39978 0.00363 $22.47 0.000125 $0.77
BNN

MAR 12.39978 0.00363 $22.47 0.000125 $0.77
BNN

APR 12.39978 0.00363 $32.50 0.000125 $1.12
792

MAY 12.39978 0.00363 $32.50 0.000125 $1.12
792

JUN 12.39978 0.00363 $33.71 0.000125 $1.16
78RN

TOTAL $166.13 $5.73

End.
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