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OFFICE OF THE BOARD OF TRUSTEES

Public Meeting Notice

June 9, 2016

TO: Southern Oregon University Board of Trustees, Finance and
Administration Committee

FROM: Sabrina Prud’homme, University Board Secretary
RE: Notice of Regular Meeting of the Finance and Administration
Committee

The Finance and Administration Committee of the Southern Oregon
University Board of Trustees will hold a regular meeting on the date and at
the location set forth below.

Topics of the meeting will include the Vice President’s report offering updates
on enrollment topics and a review of the financial dashboard. There will be
discussion and action on the 2016-2017 budget, a review of the third quarter
investment report and a proposed endowment policy.

The meeting will occur as follows:

Thursday, June 16, 2016
4:00 p.m. to 6:00 p.m. (or until business concludes)
Hannon Library, DeBoer Room, 3rd Floor, Room #303

The Hannon Library is located at 1290 Ashland Street, on the Ashland campus
of Southern Oregon University. If special accommodations are required

or to sign-up in advance for public comment, please contact Kathy
Park at (541) 552-8055 at least 72 hours in advance.

ChurchillHall, Room 107 =  1250Siskiyou Boulevard *  Ashland, Oregon 97520-5015

(541)552-8055 = governance.sou.edu © trustees@sou.edu
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Call to Order and Preliminary Business

Materials for this section updated 061316.
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Board of Trustees

Finance and Administration Committee Meeting

Thursday, June 16, 2016

4:00 p.m. — 6:00 p.m. (or until business concludes)

DeBoer Room, Hannon Library

AGENDA

Persons wishing to participate during the public comment period shall sign up at the meeting.
Please note: times are approximate and items may be taken out of order.
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Call to Order and Preliminary Business

Welcome and Opening Remarks

Roll Call

Agenda Review

Consent Agenda: Approval of May 19, 2016
Meeting Minutes (Action)

Public Comment

Vice President’s Report

Committee Dashboard Review

Enrollment Dashboard and Completions Report

President’s Residence

Fiscal Year 2016-2017 Budget (Action)

Proposed Endowment Investment Policy

2016 Third-quarter Investment Report

Adjourn

Chair Nicholson

Sabrina Prudhomme,
SOU, Board Secretary

Chair Nicholson

Craig Morris, SOU, Vice
President for Finance and
Administration

Chris Stanek, SOU,
Director of Institutional
Research

Craig Morris

Craig Morris; Mark
Denney, SOU, Associate
Vice President, Budget
and Planning

Chair Nicholson; Penny
Burgess, USSE, Director
of Treasury Management
Services

Penny Burgess

Chair Nicholson
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Board of Trustees
Finance and Administration Committee Meeting

Thursday, May 19, 2016
4:00 p.m. — 6:00 p.m. (or until business concludes)
DeBoer Room, Hannon Library

MINUTES

Call to Order and Preliminary Business
Chair Nicholson called the meeting to order at 4:04 p.m.

The following committee members were present: Paul Nicholson, Lyn Hennion, Jeremy
Nootenboom, Dennis Slattery and Steve Vincent. Trustee Les AuCoin participated by
videoconference. Trustee April Sevcik was not in attendance. Board Chair, Bill
Thorndike and President Roy Saigo (ex officio) also attended the meeting.

Other meeting guests included: Jason Catz, General Counsel; Craig Morris, Vice
President for Finance and Administration; Dr. Susan Walsh, Provost and Vice
President for Academic and Student Affairs; Mark Denney, Associate Vice President for
Budget and Planning; Steve Larvick, Director of Business Services; Chris Stanek,
Director of Institutional Research; John Stevenson, User Support Manager; Shane
Hunter, Senior Financial Management Analyst; Janet Fratella, Vice President for
Development; Ryan Brown, Head of Community and Media Relations; Treasa Sprague,
Administrative Services Coordinator; Vicki Forehand, SOU; Sabrina Prudhomme,
Board Secretary; and Kathy Park, Executive Assistant.

Trustee Hennion moved to approve the April 14, 2016 meeting minutes as drafted.
Trustee Slattery seconded the motion and it passed unanimously.

Public Comment
There was no public comment.

Vice President’s Report

Craig Morris presented the financial dashboard, noting that supplies and services
(S&S) is still trending ahead of the burn rate from last year, primarily due to the costs
of the presidential search. Every other category is meeting or exceeding its target. He
pointed out that a box on the dashboard may rotate information of interest each month.

In addressing the enrollment dashboard and completions report, Chris Stanek said he
adjusted the dashboard based on prior feedback and added FTE enrollment for summer
sessions. In comparing the admissions applications from fall 2015 and 2016, Mr.
Stanek said the number of applications decreased slightly but the number of confirmed
students increased slightly.

Discussion ensued on identifying veterans and whether the current method of
identification for funding purposes is appropriate. There are about 150-175 veterans at



SOU but not all of them are counted in the funding model. The HECC does not count
military-related students in the funding model.

Mr. Stanek then addressed the completions report. Responding to Chair Nicholson’s
inquiry, Mr. Stanek said the number of degrees awarded for residents affects points in
the funding model. Although the numbers for bachelor degree applications is down 7.4
percent, the numbers will increase significantly as degree applications are processed
over the next few weeks.

Mr. Stanek said the mix of resident to nonresident bachelor degree applications and
awards is 70:30. For master degrees, the distribution is 55:45. For certificates, the
distribution is 80:20. Overall, the distribution is 67:33 resident to nonresident.

Mr. Stanek then provided a general enrollment synopsis, adding that SOU is down
about 7 percent in FTE for the summer, compared to last summer at the same point in
time. Trustee AuCoin mentioned the Oregon Promise and that it is likely prospective
students are delaying the submission of their applications until they find out if they
qualify for two years of tuition-free college under that program. In applications, Mr.
Stanek added that SOU is down about 4 percent compared to last year. He attributed
that to a number of dynamics, including late applications related to the Oregon Promise
and following an all-time high watermark for applications.

Mr. Morris then provided an update on the capital request to the HECC, reminding the
committee that the seven university presidents worked together and submitted a
consolidated request. He explained that the request listed projects by tier and that tier-
one projects are the only ones that may make it through the HECC to the governor’s
office and that all other projects will carry over to the next biennium.

SOU had one project in tier-one (Central Hall deferred maintenance) and one in tier-
two (boiler replacement). Mr. Morris agreed with the other vice presidents of finance
and administration that SOU’s boiler replacement project could be included in tier-two,
with the understanding that they would support SOU’s submission of the boiler project
as an emergency request in the February legislative session. Chair Nicholson pointed
out this course of action presupposes the legislature will have funds to distribute in
February. Mr. Morris said he was comfortable with taking the risk because the project
1s only $2.7 million and is easily packaged as an emergency.

Responding to Trustee Nootenboom’s inquiry about consequences if the boiler project is
not funded as an emergency request, Mr. Morris said it would be submitted as a
request in the next biennium. If there was a boiler failure in the interim, SOU would
have limited hot water and heat but would be fine during a normal winter. SOU would
also have other available options, such as deferred maintenance funding from the
legislature and access to a line of credit.

Periodic Management Report

Steve Larvick highlighted a few figures and mentioned some accounting changes:
shifting bad debt allowance from an expense to an offset to revenue, and reclassification
of funds coming from the North Campus Village (NCV) project.

Within education and general (E&G), with the overall enrollment growth and labor cost
reductions, the ending fund balance projection is 1 percent better (at 11.8 percent) than



the earlier estimate. Mr. Larvick addressed the negative ending fund balance for the
auxiliary enterprises, attributing it to the ongoing deficit projected in athletics, the
impact of the BOLI settlement and projected campus food service expenses exceeding
net revenue. There was nothing unusual in the designated operations figures and he
projected the ending fund balance to hold at 21.8 percent.

With the committee’s main focus being on the ending fund balance for E&G, Chair
Nicholson said the 11.8 percent ending fund balance was cause for comfort, compared to
9.1 percent for FY15 and 10.9 percent previously projected for FY16. He also said the
7.6 percent ending fund balance for All Current Unrestricted Funds, although down .2
percent from the initial FY16 budget, was not concerning. Mr. Morris added that, in
the E&G forecast, it was assumed SOU will pay down the $380,000 in athletics’ post
season travel expense, so there will not be an increase in the year-end numbers. So,
that 7.6 percent fund balance will be closer to 7.8 percent when all is done.

Pro Forma Review

Mr. Morris then reviewed the pro forma, saying nothing has changed much since last
month. There is an increase from 3.1 to 5.4 percent in the forecast for the 2020-2021
fund balance because of labor adjustments. This figure will also increase if there are
even modest increases in enrollment and state allocations.

Mr. Morris mentioned the 15.1 percent ending fund balance forecast for FY16-17 and
said the committee needs to discuss where that should fall. There are budget impacts
coming over the next biennium (e.g., a big increase in PERS and unknown state
allocations and enrollment numbers). The budget office is forecasting something
somewhat flat to position SOU to cover anything that is a surprise and have plenty of
deep reserves to weather enrollment and state allocation fluctuations.

Responding to Trustee AuCoin’s concern about making allowances for an economic
correction, Mr. Morris said the only way SOU can protect itself from fluctuations is to
build its reserves. The State Board of Higher Education’s standard for the E&G ending
fund balance was between 5-15 percent. A drop below 5 percent is an indicator that
strong measures need to be taken to change that direction and a university should
think about investing in the organization if its fund balance is above 15 percent.

Answering Trustee Hennion’s inquiry, Mr. Morris said the $468,000 entry for one-time
classified staff funding is a one-time allocation from the legislature to help cover the
cost of salary increases.

Mr. Morris highlighted the retrenchment’s ending fund balance of 7.8 percent and
compared it to the 11.8 percent forecast for FY15-16. Trustee Vincent said that, prior
to the establishment of independent governing boards, fund balances were at risk of
being taken by the legislature. Mr. Morris said that is still the case and there is
nothing SOU can do to protect against that. President Saigo commended Mr. Morris for
holding SOU to the retrenchment plan. He advised the committee to be cautious and
spend conservatively.

Trustee Slattery asked about the impact of the auxiliaries’ negative fund balance and
its relation to SOU’s fund balance. As far as the institution’s operations are concerned,
Mr. Morris said the focus is on the Budgeted Operations fund. The auxiliaries’ negative
fund balance is primarily on the balance sheet as opposed to cash; they have adequate



cash reserves but have depreciation and liabilities that decrease the fund balance.

Revenue and Fund Balance Discussion

Mr. Denney began his presentation by noting projected revenue is a product of
enrollment projections and previously-approved tuition and fee rates. He would look to
the committee for guidance on where the ending fund balance should be, which would
allow development of an expenditure budget.

Mr. Morris explained that the revenue budget is known but the expense budget still
needs to be developed. The S&S number greatly exceeds what SOU can afford and will
be pared down. When the committee provides its guidance on the ending fund balance,
the budget office will revise the S&S budget along with requests for additional funding
into an expense budget that meets the criteria the committee sets. Chair Nicholson
added that, once an expense budget is created, the budget office works its way back into
the individual departments.

Trustee AuCoin expressed a concern about setting a budget without knowing which
expenditures would be cut and wished to review expenditures that were cut from the
budget in case the committee thought something critical was eliminated. Chair
Nicholson understood the discomfort and said the challenge is that tuition and fee
levels have been approved are being wrapped in with enrollment levels to develop a
revenue budget. He noted the timing still needs to be worked out, as both could not be
done simultaneously.

Discussing revenue, Mr. Denney explained the tuition figure decreased, despite the
increase in tuition rates, because the $65 per student credit hour for online courses was
moved from the tuition category to the fee category. The proposed FY17 revenue is
approximately $200,000 less than the pro forma, due in part to low bookstore sales and
increases in interest earnings and collections from students on delinquent tuition.

Mr. Denney extracted figures for projected revenue and expenditures from the pro
forma to develop a proposed FY17 budget that would result in a 14.7 percent ending
fund balance. Increasing or decreasing the ending fund balance would result in either
increasing or decreasing expenses to equal the bottom line recommended by the
committee. Mr. Morris added that all departments have S&S budgets, part of which is
for ongoing operations ($60 million) and a smaller amount ($2.7 million) for requests if
additional money is available; the president’s cabinet will decide which of the latter
requests get funded. According to Mr. Denney, if all requests were funded, the ending
fund balance would be approximately 9 percent.

Responding to Trustee Slattery’s inquiry on the return of investment on the requests
included in the $2.7 million, Mr. Morris said the budget office will develop good criteria
to make a decision. At the June committee meeting, he could disclose what was done—
the amount of extra money available, the asks, and the ones funded and not funded.

Mr. Morris recommended thinking about the long-term picture and upcoming
challenges to determine how big the fund balance should be to set reserves that are
adequate enough to cover the challenges. Dr. Walsh added that the asks are prioritized
before submission and, in some cases, what not to support is an easy decision if it is not
a priority to the program submitting the request. Chair Nicholson clarified that the
committee will set a firm guideline but Mr. Morris could potentially come back if there



1s a recommended variation from that guideline.

Mr. Morris added that some of the $2.7 million in requests are permanent, not one-time
requests (e.g., staff), and he did not think funding all such requests would be wise.
Trustee Slattery pointed out, however, that knowing what those requests are and which
of them the cabinet would recommend funding would impact the philosophy of the
ending fund balance. Trustee AuCoin concurred, adding that he is uncomfortable
making a decision unless the committee can agree on a fund balance now and come
back and revisit it after reviewing the expenditure budget and the requests.

Discussion ensued on the desired target for the ending fund balance - concern with not
micromanaging budget managers, meeting retrenchment goals, possible disadvantages
of having a large fund balance, having details on approved and denied funding
requests, not starving the university such that there are no investments in it,
structuring the budget to add specific unfunded requests if certain enrollment targets
are met, and recommended targets.

Chair Nicholson said he thought it would be appropriate for the committee, even
without having details on the $2.7 million in requests, to decide that the reserve should
be at a certain amount, with the understanding that staff will come back to request a
slight increase or decrease based on the requests. The consensus of the committee was
that the staff should develop a budget with an ending fund balance between 12-14
percent and the staff would return in the June meeting with recommendations to
increase or decrease the fund balance.

Athletics Discussion

Mr. Denney began the discussion by saying that athletics remains a challenge but is a
significant recruitment and enrollment tool, as athletes do tend to graduate, at double
the university average. Unlike other auxiliaries, when athletics’ costs increase, it does
not have a fee it can assess to cover costs. Athletics receives support from the student
incidental fee, the university, and it generates a small amount of revenue on its own.
Athletics has its own budgeted operations (e.g., athletics courses), designated
operations (e.g., sports camps) and auxiliary operations (e.g., intercollegiate athletics
and the fitness center).

Mzr. Denney explained the broad intercollegiate athletics budget, focusing on FY16
projections and the FY17 proposed budget. Athletics has had a couple of years with
high costs in post season travel, only some of which are reimbursed by NAIA. The
increase in labor costs is primarily due to the addition of two new teams and coaching
staff, an increase in COLA and OPE, and equity adjustments in salary for some
coaches. Nothing was budgeted last year for post season travel; the FY17 proposed
budget includes $237,586 for post season travel, which is a rolling 5-year average and
will be built into the budget each year. The final proposed budget is -$598,813. A
significant ask in the $2.7 million in requests is to cover this deficit.

Mr. Morris added that if there is not an increase in the allocation to athletics, it will
continue to have successful years and bury its fund balance in millions of dollars of
unfunded deficits. If the allocation is increased, SOU will beg the conversation from
faculty over allocating $600,000 toward athletics and suggest that a better return on
investment might be to invest in academic programs.



Trustee Hennion asked if a reserve is funded for post season travel, which she thought
was prudent, could it count as part of SOU’s overall reserves for fund balance purposes
but still keep it separate as a reserve for that particular use. Mr. Morris responded
affirmatively, saying it could also be allocated to athletics as a reserve and allow it to
build against the deficit. It could be in the auxiliaries’ reserves or the E&G reserve but
Mr. Morris would recommend the former.

Mr. Denney asked the students to participate with the university in a reserve, but the
students chose not to do so because they are building their own reserve for the student
incidental fee. If enrollment stays strong and the students build their reserve as
expected, he hopes the students will participate next year.

To help support the decision, Trustee Vincent suggested looking at the drag effect of
athletes and consider this funding as an investment in increased enrollment and
tuition. Dr. Walsh stressed that this is not investing in growing athletics, rather it is
paying for post season travel expenses.

Housing Budget

Mr. Denney presented an overview of the housing budget, including the organization,
funding sources, key partnerships and the budget structure. In past years, the housing
budget included transfers to athletics and the general fund, which contributed to
deficits in the housing budget, but that amount has been decreasing over the past
couple of years. He then discussed the FY17 proposed budget. In FY17, the bulk of the
revenue is a transfer in from the NCV and reimbursement for NCV labor. The FY17
proposed budget includes a surplus of $1,010,692, some of which will be used to pay the
BOLI settlement. The NCV is projecting about $1.1 million in net operating profit,
which is budgeted to be transferred out to other university fund accounts.

Adjourn

Before adjourning the meeting, Chair Nicholson informed committee members that the
committee’s July meeting will be moved from July 21 to July 14 and the August
meeting will be cancelled.

Chair Nicholson adjourned the meeting at 6:04 p.m.
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Southern Oregon University

Degree Completions by Discipline Level Categories
Academic Year 2014-15 vs. Academic Year 2015-16
May Applications and YTD Awards

Degree Applications

Degree Awards (as of YTD)

2014-15 Apps 2015-16 Apps Change % Change 2014-15 Degrees 2015-16 Degrees
Bachelor Degrees (2.0 base pts) 874 852 -22 -2.5% 809 150
Resident: Entered as First Year 273 I 165 -108 -39.6% 247 35
Discipline Level 1 (base pts x 1.00) 79 115 36 45.6% 74 8
Discipline Level 2 (base pts x 1.25) 119 50 -69 -58.0% 109 17
Discipline Level 3 (base pts x 1.85) 75 - -75 -100.0% 64 10
Resident: Entered as Transfer (base pts x 0.675) 335 351 16 4.8% 314 52
Discipline Level 1 (base pts x 1.00) 93 103 10 10.8% 86 11
Discipline Level 2 (base pts x 1.25) 193 203 10 5.2% 182 31
Discipline Level 3 (base pts x 1.85) 49 45 -4 -8.2% 46 10
Non-Resident (no state funding) 266 336 70 26.3% 248 63
Master Degrees (1.0 base pts) 200 206 6 3.0% 236 34
Resident 122 134 12 9.8% 130 18
Discipline Level 1 (base pts x 1.27) 2 6 4 200.0% 3 2
Discipline Level 2 (base pts x 1.72) 110 115 5 4.5% 118 15
Discipline Level 3 (base pts x 2.46) 10 13 3 30.0% 9 1
Non-Resident (no state funding) 78 72 -6 -7.7% 106 16
Graduate Certifications (0.2 base pts) 124 134 10 8.1% 250 33
Resident 99 91 -8 -8.1% 199 22
Discipline Level 1 (base pts x 1.27) 5 4 -1 -20.0% 8 -
Discipline Level 2 (base pts x 1.72) 94 87 -7 -7.4% 191 22
Discipline Level 3 (base pts x 2.46) - - - 0.0% - -
Non-Resident (no state funding) 25 43 18 72.0% 51 11
Total Awards 1,295 217

Notes: $1137.43 allocated per pt for degrees in FY 2016 appropriation and represented 20% of the total non-base PUSF, 80% was allocated from SCH production.

Office of Institutional Research

Degree Applications and YTD Completions Report - Page 1 of 2

May 2016 Completions.xlsx




Southern Oregon University

Degree Completions by Sub-population Categories
Academic Year 2014-15 vs. Academic Year 2015-16
May Applications and YTD Awards

Degree Applications

Degree Awards (as of YTD)

T Area of Study Premium increases point value by a factor of 120% for degrees in STEM and Health and a factor of 220% for degrees in Bi-lingual Education.

2014-15 Apps 2015-16 Apps Change % Change 2014-15 Degrees 2015-16 Degrees|

Bachelor Degrees (2.0 base pts) 874 852 -22 -2.5% 809 150
Resident: Entered as First Year 273 165 -108 -39.6% 247 35
Area of Study Premiumt 20 19 -1 -5.0% 17 4
Underrepresented Minority* 41 44 3 7.3% 37 9

Pell Grant Recipient* 179 144 -35 -19.6% 160 18
Veteran Status* 2 1 -1 -50.0% 3 -

Rural High School Graduate* 112 66 -46 -41.1% 100 5
Resident: Entered as Transfer (base pts x 0.675) 335 351 16 4.8% 314 52
Area of Study Premiumt 36 35 -1 -2.8% 36 5
Underrepresented Minority* 52 59 7 13.5% 49 7

Pell Grant Recipient* 255 282 27 10.6% 235 45
Veteran Status* 5 9 4 80.0% 5 1
Non-Resident (no state funding) 266 336 70 26.3% 248 63
Master Degrees (1.0 base pts) 200 206 6 3.0% 236 34
Resident 122 134 12 9.8% 130 18
Area of Study Premiumt 7 16 9 128.6% 8 1
Non-Resident (no state funding) 78 72 -6 -7.7% 106 16
Graduate Certifications (0.2 base pts) 124 134 10 8.1% 250 33
Resident 99 91 -8 -8.1% 199 22
Area of Study Premiumt 1 - -1 -100.0% 1 -
Non-Resident (no state funding) 25 43 18 72.0% 51 11
Total Awards 1,295 217

* pts for sub-pops are additive and applied after all other adjustments: if recipient exists in one sub-pop 0.8 pts added, if two 1.0 pts, if three 1.1 pts, if four 1.2 pts.

Notes: $1137.43 allocated per pt for degrees in the FY 2016 appropriation and represented 20% of the total non-base PUSF, 80% was allocated from SCH production.
Total points for FY 2016 = 1821.6 representing the three year trailing average of degree completions from Ay 2012-13 through 2014-15.

Office of Institutional Research

Degree Applications and YTD Completions Report - Page 2 of 2

May 2016 Completiags.xlsx
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Fiscal Year 2016-2017 Budget
(Action)

Materials for this section updated 061316




Southern Oregon University
Budgeted Operations Pro Forma

2011-13 Biennium

2013-15 Biennium

2011-12

2015-17 Biennium

2017-19 Biennium

2019-21 Biennium

2012-13 2013-14 2014-15 2015-16 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
ACTUAL ACTUAL ACTUAL ACTUAL BUDGET FORECAST BUDGET FORECAST FORECAST FORECAST FORECAST
(in thousands of dollars) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's) (000's)
Budgeted Operations
State Appropriations 12,642 13,195 13,762 17,065 20,393 20,640 21,523 21,033 21,769 21,664 22,422
One-time Classified Staff Funding
Tuition, net of Remissions 32,837 33,526 33,278 33,043 33,672 34,530 35,614 36,682 37,783 38,916 40,084
Other 1,657 1,851 3,008 1,915 1,863 2,525 1,860 1,916 1,973 2,032 2,093
Total Revenues & Transfers In 47,136 48,572 50,048 52,023 55,928 57,695 58,997 59,631 61,525 62,613 64,599
Personnel Services (42,343) (42,360) (43,948) (42,953) (45,447) (44,450) (48,069) (51,434) (53,491) (55,631) (57,856)
1,300 1,391 1,447 1,505 1,565

Supplies & Services (6,809) (9,388) (7,229) (8,054) (7,890) (8,602) (8,466) (8,635) (8,808) (8,984) (9,164)
Program Investment (582) (582) (600) (250) (250) (250) (250)
Total Expenditures & Transfers Out (49,152) (51,748) (51,177) (51,007) (53,919) (53,634) (55,835) (58,928) (61,102) (63,360) (65,705)
Net from Operations and Transfers (2,016) (3,176) (1,129) 1,016 2,009 4,061 3,162 703 423 (747) (1,106)
Net Transfers (166) 328 1,855 1,998 (652) (1,985) (1,846) (1,900) (1,900) (1,900) (1,900)
Change in Fund Balance (2,182) (2,848) 726 3,014 1,357 2,076 1,316 (1,197) (1,477) (2,647) (3,006)
Beginning Fund Balance 5,751 3,569 1,019 1,745 4,759 4,759 6,835 8,151 6,955 5,478 2,830
Ending Fund Balance 3,569 1,019 1,745 4,759 6,116 6,835 8,151 6,955 5,478 2,830 (175)
% Operating Revenues [ 7.6%| | 2.1%)| | 3.5%| 9.1%| 10.9%| 11.8%)| | 13.8%| 11.7%| 8.9%| 4.5%| | -0.3%)|
Retrenchment Plan 1.9%] 7.6%) 7.8%| | 10.2%] 11.0%]
Annualized Student FTE 4845 4,650 4,426 4,400 4,488 4,488 4,488 4,488 4,488 4,488
Enrollment Growth (YoY) 2.5% -4.2% -5.1% -0.6% 2.0% 0% 0.0% 0.0% 0.0% 0.0%
Tuition Increase (YoY) 3.0% 3.0% 3.0% 3.0% 3.0%
Other Revenue (% of Tuition) 5.2% 5.2% 5.2% 5.2% 5.2%
Personnel Costs YoY 8.1% 7.0% 4.0% 4.0% 4.0%
S&S Costs YoY -1.6% 2.0% 2.0% 2.0% 2.0%
Position Vacancy Adj. 2.7% 2.7% 2.7% 2.7% 2.7%
Net Transfers (1,900) (1,900) (1,900) (1,900)

Primary Assumptions:

Goal of 5% ending fund balance by FY15 and 10% or better by FY17
State Allocations - per HECC + SELP loan pass-thru and ETIC (2019-21 use previous biennia + 3%)

Enrollment FTE (decrease) - FY16 (1.1%), FY17 0%, FY18 0% , FY19 0%, FY20 0%, FY21 0%

Tuition increase - 3% FY17, 3% FY18, 3% FY19, FY20 3%, FY21 3%
Personnel Services Increase (includes PEBB & PERS increases) - 4% FY17,7% FY18,4% FY19, 4% FY20, 4% FY21



Budgeted Operations




@8

Initial Budget Development
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The Initial Budget is a starting point, from which the Proposed budget is developed. It is presented
as a reference point from which to better understand what is included in the Proposed Budget.

Development of the Initial Budget — SOU utilizes two differing processes in developing the Initial
Budget

1. Zero Based — for Labor, all approved positions are built from zero — taking the incumbent’s
current salary, known COLA, Year-In-Rank, and Step increases, and building Benefits (OPE)
based on known rates, without regard to current budget — relying on the position control
process to only budget for approved positions.

2. Roll Forward — for Supplies and Services (S&S) to take the current budget, strip out all non-base
budget transfers, and roll forward the Base S&S budgets for all Divisions and Departments with
current year guidance: Flat, % increase, or % Decrease. For FY17, the guidance was to remain
flat.

3. The Initial Budget includes the Student Success Initiatives, and therefore did include some
minor increases to S&S spending.




Initial Budget

SO
]

Southern
. OREGON
FY17 Initial Budget vs. FY16 Adopted IVERSITY
i i . COLA, Student Prlmary
FY16 Orig FY16 Projected FY17 Pro Forma FY17 Initial % ¥IR/Step and Success adjustments
Budget Final Outcome From May Budget Change from FY16
Oth Personnel Investment
Budget
Revenue
Tuition 33,671,718 34,529,515 35,566,000 35,623,169 106% - - -
State Aid 20,392,670 20,640,021 21,490,000 21,522,508 106% 468,591 582,258 1,050,591
Other 1,863,193 2,524,993 2,500,000 1,862,093 100% - - -
Total Revenue 55,927,581 57,694,529 59,556,000 59,007,770 106% 468,591 582,258 1,050,591
Labor
Total Salary/Pay 29,438,918 29,518,656 31,494,782 107% 1,318,688 334,145 1,622,833
Wacancy Factor
Net Salary/Pay 29,438,918 29,518,656 31,494,782 107% 1,318,688 334,145 1,622,833
Total OPE 16,008,323 14,931,186 16,414,453 103% 974,338 172,113 1,146,451
Wacancy Factor
Net OPE 16,008,323 14,931,186 16,414,453 103% 974,338 172,113 1,146,451
Total Labor 45,447,241 44,449,842 46,228,000 47,909,235 105% 2,293,026 506,258 2,769,284
Supplies & Services
Services & Suppllies 11,618,881 11,152,289 10,959,422 94% - 76,000 76,000
Debt Investment 414,636 391,059 414,636 100% - -
Capital Outlay 240,704 236,365 140,704 58% - -
Internal Sales Reimb (3,801,376) (2,595,864) (3,572,607) 94% - -
Total Direct S&S 8,472,845 9,183,849 9,182,000 7,942,155 94% - 76,000 76,000
Total Expenditures 53,920,086 53,633,691 55,410,000 55,851,390 104% 2,293,026 582,258 2,845,284
Net of Operations 2,007,495 4,060,838 4,146,000 3,156,380 (1,824,435) - (1,794,693)
Transfers
Net Transfers (652,034) (1,985,249) (2,000,000) (1,244,528) - - -
Change in Fund Balance 1,355,461 2,075,589 2,146,000 1,911,852 (1,824,435) - (1,794,693)
Beginning Fund Balance 4,758,052 4,758,052 6,835,000 6,835,000
Ending Fund Balance 6,113,513 6,833,641 8,981,000 8,746,852
EFB % of Revenue 10.9% 11.8% 15.1% 14.8%
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The Proposed Budget is presented to the Finance Committee for review and approval to be forwarded to thgQrecon

NIVERSITY
Full Board as the approved Budget

Development of the Proposed Budget — The Proposed Budget builds upon the Initial Budget by including

budget adjustments and initiatives not otherwise included in the Initial Budget.

1. In addition to the two processes used to develop the Initial Budget, Budget Managers were instructed to
submit both adjustments and Initiatives if they were outside the strict parameters established for the
Initial Budget.

a. For Labor, such adjustments or Initiatives could include adjustments to the Full Time Equivalency
(FTE) of an existing approved position, or an entirely new position, not yet approved, or even an
adjustment to a pooled position such as student labor.

b. For Supplies and Services, an adjustment or initiative could recognize an increase in the cost of
items currently being purchased, or new expenditure items. It could also recognize a change in
costs due to organizational changes or changes over time.

2. These Adjustments and Initiatives were reviewed, analyzed for accuracy and consistency with historical
data and were prioritized by Administration.

3. They were then aligned with strategic priorities, and added (in net) to the Initial Budget to create the
Proposed Budget, that was in line with ending fund balance guidance from the Finance Committee.

For the Proposed Budget, adjustments/initiatives are grouped into three categories: Academic Support,
Student Support, or Institutional Support.
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FY17 Initiatives included in FY17 Proposed
FYl6Orig  FY16Projected FY17ProForma  FY17 Initial Pr;:;:e ; 3 ta;;o":t'c 55:;:: '";::;ff' Total
Budget Final Qutcome From May Budget Change . R N Initiatives
Budget Initiatives Initiatives Initiatives
Revenue
Tuition 33,671,718 34,529,515 35,566,000 35,623,169 35614499  106% (8,670) - - (8,670)
State Aid 20,392,670 20,640,021 21,450,000 21,522,508 21,522,508 106% - - - -
Other 1,863,193 2,524,993 2,500,000 1,862,093 1,860,343  100% (500) {1,150) - {1,750)
Total Revenue 55,927,581 57,694,529 59,556,000 59,007,770 58997,350  105% (3,270) {1,150 - (10,420)
Labor
Total Salary,/Pay 29 438 918 29,518,656 31,494,782 31,681,696 108% 22 884 113,560 50,470 186,914
Vacancy Factor (739,645) (739,645) (739,645)
Net Salary/Pay 29,438,918 29,518,656 31,494,782 30942051  105% 22,884 113,560 (689,175)  (552,731)
Total OPE 16,008,323 14,931,186 16,414,453 16,455,647 103% 18,011 3,039 20,144 41,154
Vacancy Factor (560,283) (560,283) (560,283)
MNet OPE 16,008,323 14931,186 16,414,453 15,895,364 99% 18,011 3,039 (540,139) (519,089)
Total Labor 45 447 241 44 449 R42 46,228,000 47909,235 46,837,415 103% 40,895 116,599  (1,229,314) (1,071,820
Supplies & Services
Services & Suppllies 11,618,881 11,152,289 10,959,422 12,031,934 104% 11,835 38,560 1,022,117 1,072,512
Debt Investment 414 636 391,059 414 636 414 636 100% -
Capital Qutlay 240,704 236,365 140,704 140,704 58% -
Internal Sales Reimb (3,801,376) {2,595,864) (3,572,607) (3,470,398) 91% 102,209 102,209
Tatal Direct 5&5 8,472,845 9,183,849 9,182,000 7,942 155 9,116,876 108% 11,835 38,560 1,124,326 1,174,721
Total Expenditures 53,920,086 53,633,691 55,410,000 55,851,390 55,954,291 104% 52,730 155,159 (104,988) 102,901
Net of Operations 2,007,495 4 060,838 4,146,000 3,156,380 3,043,059 (62,000) {156,309) 104,988 (113,321)
Transfers
Met Transfers (652,034) {1,985,249) (2,000,000) (1,244,528) (1,846,024) - {601,496) - (601,496)
Change in Fund Balance 1,355,461 2,075,589 2,146,000 1,911,852 1,197,035 (62,000) (757,803) 104,988 (714,817)
Beginning Fund Balance 4 758,052 4 758,052 6,835,000 6,835,000 6,835,000
Ending Fund Balance 6,113,513 6,833,641 8,981,000 8,746,852 8,032,035
EFE % of Revenue 10.9% 118% 15.1% 14 8% 13.6%



Potential to Add to the
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* If enrollment exceeds current Fall 16 projections, Administration will
potentially propose additional initiatives for additional investment into the
Budget

* If experienced, that enrollment growth would bring Administration back to the
Finance Committee to begin a discussion of options.

* No decision has been made on recommending specific initiatives, but some
examples are:
— Increased Student Jobs across Campus

— Pay increase for Term By Term Adjunct faculty — ensure quality adjunct faculty are
retained by SOU

— Investment in Information Systems infrastructure
— Diversity and Title IX Training across Campus
— Additional minor adjustments to the Budget

e Any proposal to include further investment would be supported from
additional tuition revenue
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Designated Operations

FY14 FY15 FY16 FY17
Actual Actual Budget Budget
Revenue 2,787,993 3,087,328 3,499,505 3,726,644
Expenses (3,075,837) | (3,314,177) | (3,939,212) | (3,936,036
Labor (1,859,794) | (2,081,837) | (2,652,522) | (2,558,258)
Direct Expenses (1,216,043) | (1,232,340) | (1,286,690) | (1,377,778)
Net of Operations (287,844) (226,849) (439,707 (209,392)
Transfers (15,103) 296,361 343,781 342,844
Change in FB (302,947) 69,512 (95,926) 133,452




Other Fund Type Categories
Auxiliary Operations

UNIVERSITY

All Auxiliaries
FY14 FY15 FY16 FY17
Actual Actual Budget Budget

Revenue 14,698,335 | 12,372,481 | 13,387,343 | 16,828,910
Expenses (17,764,729) | (15,630,834) | (16,328,970 | (17,306,661)

Labor (6,452,960) | (6,249,304) | (7,526,069) | (7,988,918

Direct Expenses (11,311,769) | (9,381,530) | (8,802,901) | (9,317,743
Net of Operations (3,066,394) | (3,258,353) | (2,941,627) | (477,751)
Transfers (452,589) 539,240 1,325,505 1,502,340
Change in FB (3,518,983) | (2,719,113) | (1,616,122) | 1,024,589




Auxiliary Operations (Cont’d)
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Housing Student Activities
FY14 FY15 FY16 FY17 FY14 FY15 FY16 FY17
Actual Actual Budget Budget Actual Actual Budget Budget
Revenue 4,829,552 4,848,665 5,403,336 7,657,358 Revenue 3,179,907 2,716,314 3,328,178 3,869,221
Expenses (6,706,358) | (6,616,919) | (6,541,399) | (7,027,095) Expenses (3,373,900) | (3,312,689) | (3,528,853) | (3,718,045)
Labor (1,471,561) | (1,598,979) | (1,746,187) | (1,916,083) Labor (1,705,261) | (1,580,206) | (1,880,285) | (2,092,384)
Direct Expenses (5,234,797) | (5,017,940) | (4,795,212) | (5,111,012) Direct Expenses (1,668,639) | (1,732,483) | (1,648568) | (1,625661)
Net of Operations (1,876,806) | (1,768,254) | (1,138,063) 630,263 Net of Operations (193,993) (596,375) (200,675) 151,176
Transfers (74,881) (258,119) 191,485 (233,521) Transfers 24,551 (2,212) (245) 0
Change in FB (1,951,687) | (2,026,373) (946,578) 396,742 Change in FB (169,442 (598,587) (200,920) 151,176
Athletics Health Center
FY14 FY15 FY16 FY17 FY14 FY15 FY16 FY17
Actual Actual Budget Budget Actual Actual Budget Budget
Revenue 1,675,086 1,883,512 1,620,054 1,661,385 Revenue 1,747,237 1,837,145 1,883,217 1,977,053
Expenses (2,513,607) | (3,288,167) | (3,003,971) | (3,392,244) Expenses (1,622,424) | (1,735,100) | (1,979,954) | (1,929,393)
Labor (1,389,945) | (1,497,627) | (1,879,692) | (1,999,386) Labor (1,209,811) | (1,287,237) | (1,469,953) | (1,442,890)
Direct Expenses (1,123,662) (1,790,540) (1,124,279) | (1,392,358) Direct Expenses (412,613) (447,863) (510,001) (486,503)
Net of Operations (838,521) (1,404,655) (1,383,917) | (1,730,859) Net of Operations 124,813 102,045 (96,737) 47,660
Transfers 713,650 819,664 1,152,765 1,735,861 Transfers (25,000) (5,590) (18,500) 0
Change in FB (124,871) (584,991) (231,152) 5,002 Change in FB 99,813 96,455 (115,237) 47,660




Auxiliary Operations (Cont’d)
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Parking
FY14 FY15 FY16 FY17
Actual Actual Budget Budget
Revenue 423,004 398,481 354,800 354,800
Expenses (256,267) (303,192) (369,832) (401,046)
Labor (114,990) (142,513) (216,047) (244,261)
Direct Expenses (141,277) (160,679) (153,785) (156,785)
Net of Operations 166,737 95,289 (15,032) (46,246)
Transfers 0 (11,377) 0 0
Change in FB 166,737 83,912 (15,032) (46,246)

Southern
OREGON
UNIVERSITY
Bookstores
FY14 FY15 FY16 FY17
Actual Actual Budget Budget
Revenue 2,991,957 189,064 272,596 107,921
Expenses (3,110,191) (217,980) (377,149) (107,921)
Lahor (514,727 (97,583) (287,143) (107,921)
Direct Expenses (2,595,464) (120,397 (90,006} 0
Net of Operations (118,234) (28,916) (104,553) 0
Transfers (1,066,442) (3,127 0 0
Change in FB (1,184,676) (32,043) (104,553) 0
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Investment Policy, SOU Endowment Fund

POLICY PROVISIONS

Policy Statements

1.

4,

Introduction

This statement governs the investment of the Southern Oregon University
Endowment Fund (the "Fund").

This statement is set forth in order that the Board, the Investment Advisor, its
investment managers and others entitled to such information may be made aware of
the Policy of the Fund with regard to the investment of its assets. This statement of
investment policy is set forth in order that:

A. There will be a clear understanding by the Board, the Investment Advisor and
staff of the investment goals and objectives of the portfolio.

B. The Board and management have a basis for evaluation of the investment
managers.

C. The investment managers be given guidance and limitation on investing the
funds.

It is intended the objectives in this policy to be sufficiently specific to be meaningful,
but flexible enough to be practical. It is expected that the policy and objectives will
be amended as necessary to reflect the changing needs of the endowment; however,
all modifications shall be made in writing and approved by the Board.

Southern Oregon University Endowment Fund

The Fund is permanent and expected to operate in perpetuity, so these funds will be
invested long-term. It is important to follow coordinated policies regarding
spending and investments to protect the principal of the Fund and produce a
reasonable total return.

Responsibility of the Board

The role of the Board is to recommend broad investment goals to the investment
advisor, including spending rate information and to provide input into the asset

allocation process.

Investment Advisor Responsibility



5.

6.

The Investment Advisor serves as consultant to the Board and will have the
responsibility and authority to establish the asset allocation for the Fund and
approve the retention and termination of all investment managers. The Investment
Advisor will recommend to the Board a specific asset mix reflecting judgments of
the investment environment as well as the specific needs of the Fund. Other duties
assigned to the Investment Advisor include:

A. Recommending professional investment managers;

B. Negotiating and/or monitoring Fund investment expenses;

C. Monitoring investment managers, on an ongoing basis;

D. Assuring proper custody of the investments; and

E. Reporting to the Board, on a quarterly basis, the Fund's investment results,
its composition and any other information the Board may request.

Spending Policy

The amount of endowment return available for spending (distribution) is based on a
percentage of the average unit market value of the 20 quarters preceding the
current fiscal year. The distribution per unit (under Exhibit A) is determined by the
Board. The distribution amount per unit is multiplied by the current number of
units and any additional units added during the current year as new endowment
money comes into the Fund. This shall be exclusive of investment management fees.

Investment Policy Guidelines
A. Asset Allocation

The most important component of an investment strategy is the allocation
among the various classes of securities available to the Fund. The Investment
Advisor will establish the target asset allocation for the investments that will
mostly likely achieve the investment goals of the Fund, taking into consideration
the appropriate level of portfolio risk.

The risk/return profile shall be maintained by establishing the following long-
term "target" strategic asset allocations:

Asset Class Policy Target Benchmark

Global Equities 65-75% 70% MSCI ACWI IMI Net
Fixed Income 25-35% 30% Barclays Aggregate
Cash 0-3% 0% 91 Day T-Bill

B. Investment Time Horizon



In making investment strategy decisions for the Fund, the focus shall be on a
long-term investment time horizon that encompasses a complete business cycle
(usually three to five years). An interim evaluation will be performed by the
Investment Advisor if a significant change in fees, manager personnel,
investment strategy or manager ownership occurs.

While the quantitative assessment of managerial competence will be measured
over a complete market cycle, the Board anticipates that the Investment Advisor
will make period qualitative assessments as well. Specific qualitative factors
considered by the Investment Advisor may include, but are not limited to,
fundamental changes in the manager's investment philosophy, changes in the
manager's organizational structure, financial condition and personnel, and any
changes, relative to peers, in a manager's fee structure.

7. Prudence and Ethical Standards

8.

A. Prudence

All participants in the investment process shall act responsibly. The standard of
prudence to be applied by the Board, the Investment Advisor, SOU staff and
external service providers shall be the “prudent investor” rule, which states:
"Investments shall be invested and the investments managed as a prudent
investor would do, under the circumstances then prevailing and in light of the
purposes, terms, distribution requirements and laws governing each investment
fund."

Ethics and Conflicts of Interest

Board members, Investment Advisory members, SOU staff and external service
providers involved in the investment process shall refrain from personal
business activity that could conflict with the proper execution and management
of the investment program or that could impair their ability to make impartial
decisions. These parties are required to reveal all relationships that could create
or appear to create a conflict of interest in their unbiased involvement in the
investment process.

Investment Objectives

The investment objective of the Fund is to seek consistency of investment return
with emphasis on capital appreciation over long periods of time, since the Fund will
operate in perpetuity. In keeping with the performance goals included in the Policy,
achievement of this objective shall be done in a manner that, over a long-term
planning horizon, will meet the spending rate established by the Board (under
Exhibit A) and maintain the purchasing power of the principal.

9. Manager(s) Responsibilities



A. Legal Compliance - The investment manager(s) is (are) responsible for strict
compliance with the provisions of their investment management agreement.

B. Authority of Investment Manager(s) in the Managed Accounts - Subject to the
terms and conditions of this Policy and the investment management agreement,
manager(s) shall have full discretionary authority to direct investments of assets
in the managed accounts. The Investment Advisor will recommend changes to
this Policy when the advisor(s) views any part of this Policy to be inconsistent
with overall market, economic conditions, or investment policies.

The Investment Advisor directs all managers to vote proxies and to vote them in
the best economic interest of the Fund. When requested, managers will report
to the Investment Advisor regarding how proxies were voted.

Meetings between Fund managers and the Investment Advisor will occur
consistent with the policies established for the Investment Advisor’s other
managers, to discuss items including, but not limited to, the manager's
performance, outlook, and investment decision process.

10. Reporting Requirements

Investment results will be regularly monitored by the Investment Advisor as well as
by Board staff.

A representative of the Investment Advisor shall report investment results, or other
information, to the Board annually, if requested. Any material non-compliance with
the Investment Policy, Guidelines and Objectives of the Fund or with the investment
management agreement will be reported to the Board immediately.

11. Investment Guidelines

A. Cash: The Fund shall maintain minimal cash, consistent with short-term
requirements. Short term cash will be invested in a liquid cash equivalent
investment.

B. Fixed Income: Fixed-income securities, for purposes of these guidelines, shall
mean mortgage-backed securities, U.S. government securities, investment-grade
corporate bonds, and other fixed income securities, such as certificates of
deposit and commercial paper. The objective of this component of the Fund is to
preserve capital in keeping with prudent levels of risk, through a combination of
income and capital appreciation. Realization of income will be subordinate to
safety, liquidity, and marketability (i.e., securities should be readily marketable).
This component of the Fund shall adhere to the following criteria:

1. Average credit quality shall be A or better;
2. With the exception of U.S. Government and Agency issues, no more than 10

4
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percent of the bond portfolio, at market value, will be invested in the
securities of a single issuer or 5 percent of the individual issue;

Below investment grade bonds shall not exceed 15 percent of the bond
portfolio; and

Non-U.S. bonds shall not exceed 20 percent of the bond portfolio.

Fixed-income managers have full discretion over the allocation between long-
term, intermediate, and cash equivalent investments.

C. Equities

1.

Objective: The objective of the equity portfolio is to enhance total return by
investing in a broadly diversified portfolio of domestic and international
stocks.

Strategy: Hold a fully invested, diversified portfolio of global equity
securities, including emerging markets.

Permitted Holdings: Publicly traded domestic and international common
stock, and other financial instruments consistent with the guidelines of the
investment management agreements.

Diversification: The Investment Advisor shall recognize the need for
diversification to minimize the risk of significant losses to the Fund.
Diversification by capitalization, style, and sector distribution shall be
obtained through the selection of complementary investment managers, or
index strategies. Not more than 5 percent of the market value of any
investment fund will be invested in any single issuer or security, unless part
of an index fund.

Portfolio Restrictions: There will be no engagement in short sales,
purchases on margin, or investments in options, futures, or private
placements unless consistent with the underlying investment management
agreements.

D. Performance

Performance expectations for each of the asset classes are described in Exhibit A.

12. Asset Custody and Securities Lending

Custodial responsibility for all securities is to be determined by the Board or its
designee(s).

13. Conclusion



Implementation of this Policy, including investment manager selection, shall be the
responsibility of the Investment Advisor, subject to the necessary approvals from
the Board.

This Policy shall be reviewed by the Board at least every two years.

EXHIBIT A

Spending Policy

The distribution rate for the Fund is 4 percent of the five-year moving average unit market
value for FY 2015-2016 and thereafter.

Performance Monitoring

Global equities are expected to match the performance of the passive benchmark assigned.

Fixed income accounts are expected to exceed the return of the Barclays Capital Aggregate
Bond Index by 0.5 percent (after fees) over a market cycle for core bond investments.



Endowment Fund Investment Policy adopted by SOU on July 1, 2015

INVESTMENT POLICY, OUsPOOLED-SOU ENDOWMENT FUND

POLICY PROVISIONS

Havestment Objectivesand-Policy GuidelinesStatements

l. INTFROBUCHONIntroduction

This statement governs the investment of the PeeleeLEneIewmen%FHndsSouthern Oreqon Unlversny
Endowment Fund (the “Fund”) : 3
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This statement is set forth in order that the Board, the Investment -Committee Advisor, Hsinvestment
aelviser-ane-its investment managers and others entitled to such information may be made aware of
the policy of the Fund with regard to the investment of its assets. This statement of investment
policy is set forth in order that:

1. There will be a clear understanding by the Board, Investment -Cemmittee Advisor; and staff;
of the investment goals and objectives of the portfolio.

2. The Board and management have a basis for evaluation of the investment managers.

3. The investment managers be given guidance and limitations on investing the funds.

It is intended that-these-the objectives in this policy be sufficiently specific to be meaningful, but
flexible enough to be practical. It is expected that the policy and objectives will be amended from
time to time to reflect the changing needs of the endowment; however, all modifications will be in

writing and approved by the Board.

1. OREGON-UNNERSITY - SYSTEM-POOLED ENDOWMENT EFUNDBSouthern Oregon
University Endowment Fund

The Oregon-University-System-Pooled-Endowment-Fund-(Fund)Fund is a-permanent fund-and is

expected to operate in perpetuity, so these funds will be invested long-term. It is important to follow
coordinated policies regarding spending and investments to protect the principal of the Fund and
produce a reasonable total return.

1l. RESPONSIBHITY-OFTHE BOARDPResponsibility of the Board

The respensibiity-role of the Board is to define-and-recommend te-the-OlC-broad investment

gutdehnesgoals to the investment advisor, selection-ef-investmentmanagers,and-determination-or
approval-efassetalocationincluding spending rate information and to provide input into the asset
allocation process.

V. NVESTMENT COMMITTFEE RESPONSIBH-YInvestment Advisor Responsibility
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The Investment Committee-Advisor serves as achvisery-consultant to the Board and will have the
responsibility and authority to oversee the investments of the Fund. The Investment Cemmittee
Advisor will recommend to the Board a specific asset mix reflecting judgments as to the investment

environment as well as the specific needs of the Fund. Other advisery-responsibilities-eftheduties
assigned to the -Investment Committee-Advisor with-include:

. Recommending professional investment managers--;

Negotiating and/or monitoring Fund investment expenses--;

Monitoring the investments managers on an ongoing basis-;

Assuring proper custody of the investments, and-

Reporting to the Board, on a quarterly basis, the Fund’s investment results, its
composition and other information the Board ‘may request

V. SPENDBING-POLICY Spending Policy

The amount of endowment return available for spending (distribution) is based on a percentage of
the average unit market value of the 20 quarters preceding the current fiscal year. The distribution
per unit (under Exhibit A) is determined by the Board-as—recommended-bythetnvestment
Committee. The distribution amount per unit is multiplied by the current number of units and any
additional units added during the current year as new endowment money comes into the Fund. This
shall be exclusive of investment management fees.

VI. INVESTMENTPRPOLICY-GUIBDELINESInvestment Policy Guidelines

A. Asset Allocation

The most important component of an investment strategy is the asset-mix-er-the-reseurce
aHeeation-allocation among the various classes of securities available to the Fund. The
Investment Committee-Advisor will beresponsibleestablish the for-target and-actual-asset
allocation for the investments that will bestmeettheneedsmost likely achieve the investment
goals of the Fund, taking into consideration the appropriate level of portfolio velatiityrisk.

The risk/return profile shall be maintained by establishing a-the following long-term “target”
strategic asset allocations: that-is-set-ferth-in-Schedule-Lofthispelicy
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VII.

Asset Class Policy Target Benchmark

Global Equities 65-75% 70% MSCI ACWI IMI Net
Fixed Income 25-35% 30% Barclays Agaregate
Cash 0-3% 0% 91 Day T-Bill

Investment Time Horizon

In making investment strategy decisions for the Fund, the focus shall be on a long-term
investment time horizon that encompasses a complete business cycle (usually three to five
years). An aterim-interim evaluation will be performed by the Investment Advisor reguired
if a significant change in fees, manager personnel, investment strategy or manager ownership
occurs.

While the quantitative assessment of managerial competence will be measured over a

complete market cycle, the Board anticipates that the Investment Advisor will make period
gualitative assessments as well. Specific qualitative factors considered by the Investment
Advisor may include, but are not limited to, fundamental changes in the manager’s
investment philosophy; changes in the manager’s organizational structure, financial condition
and personnel, and any changes, relative to peers, in a manager’s fee structure.

PRUDENCE RESRPONSIBHLITHES-AND-CONTROLSPrudence and Ethical Standards

A. Prudence

All participants in the investment process shall act responsibly. The standard of prudence to
be applied by the Board Investment GemmttteeAdwsor SOuUs staff and external serwce
providers respen
shall be the “prudent investor” rule, which states “Investments shall be mvested and the
investments managed as a prudent investor would do, under the circumstances then
prevailing and in light of the purposes terms, dlstnbutlon requnements and laws qovernlnq
each investment fund.”
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VIII.

B. Ethics and Conflicts of Interest

Board members, Investment Ge—mmttteeAdwsory members, SOUS staff and external service
providers respon 3 i i
the investment process shall refraln from personal busmess activity that could conflict with
the proper execution and management of the investment program or that could impair their
ability to make impartial decisions. These parties are required to reveal all relationships that
could create or appear to create a conflict of interest in their unbiased involvement in the
investment process.

INVESTMENT-OBJIECTIESInvestment Objectives

The investment objective of the Fund is to seek consistency of investment return with
emphasis on capital appreciation over long periods of time, since the Fund will operate in
perpetuity. In keeping with the performance goals included in the Policy, achievement of this
objective shall be done in a manner that, over a long-term planning horizon, will meet the
spending rate established by the Board (under Exhibit A) and maintains the purchasing

power of the principal. Fhetrvestment-Committeeshall-set-thegoal-formaintairingthe
f the nrincinal value of i und hibit A

MANAGER(S)}RESPONSIBHITHESManager (s) Responsibilities

Legal Compliance

The investment manager(s) is responsible for strict compliance with the provisions of the
prudent investor rule as it pertains to their duties and responsibilities as fiduciaries.

Authority of Investment Manager(s) in the Managed Accounts

Subject to the terms and conditions of this Policy and the investment management
agreement, manager(s) shall have full discretionary authority to direct investments;-exchange;

and-Hguidation of the-assets of-in the managed accounts. The Investment Committee

Advisor expeets-thatthe-vestmentmanager(s)will recommend changes to this Policy when

the manageradvisor(s) views any part of this Policy to be at variance with overall market,

economic conditions, and relevant investment policies.

The Investment Committee-Advisor directs all managers to vote proxies and to vote them in
the best economic interest of the Fund. \When requested, Fhe-managers will report to the

Investment Committee- Advisor andthei-investmentadvisor/consultantatleastannualhyas

te-how proxies were voted.
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Meetings between Fund managers and the Investment Advisor will occur consistent with the
policies established for the Investment Advisor’s other managers, to discuss items including,

but not limited to, the manager’s performance, outlook, and investment decision process.

X. INVESTMENT ADVISOR/CONSULTANT RESPONSIBHLITIESReporting
Requirements

Investment results will be reqularly monitored by an—independentcensulting—organizationthe
Investment AdV|sor as well as Board staff—undeeeentraet—by—the%eard—enﬁa—regular;baslsrand

-A representative of the ivestment-Investment adviserAdvisorfeensuttant shall report investment
results or other |nformat|on to the Board annually, if requested meet—wﬁh—t—he—lnvestment

lnvestment@emmlttee—Any materlal non- comphance W|th the Investment Pollcy, Gwdellnes and
Obijectives of the Fund or with the investment management agreement ethersection-of thisstatement

discovered-bythe thvestmentadviser/consultantwill be reported to the trvestmentCommitteeBoard

immediately.

XI. INVESTMENTGUIBDELINESInvestment Guidelines

A Cash: The Fund shall maintain minimal cash, consistent with short-term requirements.

Short-term cash will be invested in the-Oregon-State Freasurer’s-Short-Term-lavestment

Poola liquid cash equivalent investment.

B. Fixed Income: Fixed-income securities, for purposes of these guidelines, shall mean
mortgage-backed securities, U.S. government securities, investment-grade corporate bonds,
and other fixed income securities, such as certificates of deposit and commercial paper. The
objective of this component of the Fund is to preserve capital in keeping with prudent levels
of risk, through a combination of income and capital appreciation. Realization of income
will be subordinate to safety, liquidity, and marketability (securities should be readily
marketable). This component of the fund shall adhere to the following eategoriescriteria:
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1. Average credit quality shall be A or better-;

2. With the exception of US Government and Agency issues, no more than 10 percent
of the bond portfolio, at market value, will be invested in the securities of a single
issuer or 5 percent of the individual issue-;

3. Fhere shaltbeamaximum-tmitation-onbBelow investment grade bonds efshall not
exceed 15 percent of the bond portfolio-; and

4. Fhere-shall-be-a-maximum-tmitation-on-rNon-US bonds ef-shall not exceed 20
percent of the bond portfolio.

Fixed-income managers have full discretion over the allocation between long-term,
intermediate, and cash equivalent investments.

(D)

1. Obijective: The objective of the equity portfolio is to enhance total return by

investing in a broadly diversified portfolio of domestic and international stocks.

2. Strategy: Hold a fully invested, diversified portfolio of global equity securities,
including emerging markets.

3. Permitted Holdings: Publicly traded domestic and international common stock, and
other financial instruments consistent with the quidelines of the investment
management agreements.

4. Diversification: The Investment Advisor shall recognize the need for diversification
to_minimize the risk of significant losses to the Fund. Diversification by
capitalization, style, and sector distribution shall be obtained through the selection of
complementary investment managers, or index strategies. Not more than 5 percent
of the market value of any investment fund will be invested in any single issuer or
security, unless part of an index fund.

5. Portfolio Restrictions: There will be no engagement in short sales, purchases on
margin, or investments in options, futures, or private placements unless consistent
with the underlying investment management agreements.
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X, OTHERGUIDELINES-ANDREQUIREMENTSOther Guidelines and Requirements

Custodial responsibility for all securities is to be determined by the Board or its designee(s).
XIV. CONCEUSIONConclusion

Implementation of this Policy, including investment manager selection, shall be the responsibility of
the Investment Cemmittee Advisor, subject to the necessary approvals of the Board-and-the-OlC.

This Policy shall be reviewed by the Board at least every two years.
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Class Target- Allocation | Ranges Policy Benchmark
Growth-Assets o —

IS Equity 25% 20%-30% Russell-3000
International-Equity | 25% 20%-30% MSCHACWA-ex US

_ . 10% 0%-15% Russel-3000+200-bps
Inflation Hedging | , . .

Real Estate 7.5% 0%-10% NCREIF tadex

TIPS 7.5% 0%-10% BCnflationNetetadex
DRversiyingAssets | ooy, 20%-30%

Fixedncome 25% 20%-30% Barelays Capital Aggregate
Cash 0% _0%-3% 90 Day T-Bill
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EXHIBIT A

: o :

Spending Policy

The distribution rate for the Fund is 4.0 percent of the five-year moving average unit market value
for FY2015-2016 and thereafter.

Performance Monitoring

Global equities are expected to match the performance of the passive benchmark assigned.

Fixed income accounts are expected to exceed the return of the Barclays Capital Aggregate Bond
Index by 0.5% (after fees) over a market cycle for core bond investments.




Page 10 of 10



FY 2016 Q3 Investment Report




Report on Investments — as of March 31, 2016

Market Background
(Provided by Callan Associates, Oregon Investment Council consultant)

Macroeconomic Environment

The first quarter of calendar year 2016 revealed a dramatic tale of two halves, split nearly evenly between "risk
off" and "risk on" sentiment. Falling commodity prices and broad-based concerns over global economic growth
contributed to poor performance in both the equity and corporate bond markets, as well as a sharp rally in U.S.
Treasuries through mid-February. February 11, 2016 marked the intra-quarter low in U.S. stocks, oil prices, high
yield bonds and risk appetite. West Texas Intermediate crude oil prices hit a multi-year low of $26/barrel, down
from $37 at year-end, before rallying nearly 50 percent to close the quarter at $38. The Chicago Board Options
Exchange-Volatility Index, a measure of volatility, spiked to 28 on February 11, 2016 and fell throughout the
remainder of the quarter to 14 as of March 31, 2016. And, the 10-year Treasury hit 1.66 percent on February 11,
2016, 61 basis points below its December 31, 2015 level. The Standard & Poor’s (S.&P.) 500 suffered its worst
start to a year ever, falling over 10 percent through February 11, 2016 only to rally 12 percent and close the
quarter up 1.3 percent.

Citing concerns over global growth as well as less supportive conditions in the U.S., the Federal Open Market
Committee elected to keep rates unchanged at the two meetings held during the quarter. Comments made by
Federal Reserve Chair Janet Yellen that changes in monetary policy would be gradual were construed as dovish
with markets quickly adjusting to a reduction in the number of anticipated rate hikes in 2016. As of March 31,
2016, federal funds futures were pricing in only one rate hike in 2016, down from four at year-end. The Federal
Reserve also trimmed its own expectations to two rate hikes for the year, down from four and its real Gross
Domestic Product (G.D.P.) forecast for 2016 down to 2.2 percent from 2.4 percent.

In spite of volatility in financial markets, U.S. data revealed an economy that continued to chug along. Fourth
calendar quarter G.D.P. was revised upward to 1.4 percent from an initial estimate of 0.7 percent, bolstered by
consumer spending. The labor market also continued to improve with robust job growth and an improvement in
the labor force participation rate to 63 percent, the highest level in two years. Unemployment ticked up slightly to
5 percent given the increase in the labor force. Inflation increased slightly more than expected in February (data
released in March) with the Consumer Price Index ex-food and energy up 0.3 percent in February and 2.3 percent
year-over-year. \Wages rose an encouraging 2.3 percent from a year earlier. Even the manufacturing sector
showed signs of improvement at the end of the quarter with March's Institute for Supply Management Index,
which measures U.S. manufacturing activity, expanding for the first time since last summer.

Outside of the U.S., the news was bleaker. In January, the Bank of Japan shocked investors by cutting its
benchmark rate to negative 0.1 percent in a continuation of its efforts to spur growth and inflation. And later in
the quarter, Japan sold a 10-year bond with a negative yield of 0.02 percent for the first time ever. In Europe,
Sweden's central bank, the Riksbank, cut its main rate by 15 basis points to negative 0.5 percent citing
"weakening confidence" in achieving its 2 percent inflation goal. Roughly $7 trillion of government debt globally
now yields less than zero percent. The yield-to-maturity for the Barclays Global Treasury Index stood at 0.8
percent as of quarter-end, an all-time low. The yield on the Index ex-U.S. was even more paltry, at 0.6 percent.



Norway's central bank cut its key interest rate to an all-time low of 0.5 percent from 0.75 percent, and also raised
the prospect of negative rates.

The European Central Bank (E.C.B.) also surprised investors in early March when it announced a handful of new
measures aimed at battling deflation and bolstering the economy. The E.C.B. cut three of its main interest rates,
introduced a new loan program for banks with ultra-low rates, extended its monthly asset program from €60
billion to €80 billion and added high quality corporate bonds to the list of the assets it can buy. The Bank also
reduced forecasts for inflation and growth; it expects inflation of just 0.1 percent this year; sharply lower than the
1 percent projected in December and far below its 2 percent target. And growth expectations in 2016 for the euro
zone's nineteen countries were cut from 1.7 percent to 1.4 percent. The euro strengthened on the news, however,
due to ECB President Draghi's remarks that rates would not likely fall further given concerns over the impact on
European banks. Financials (both stocks and bonds) were hit especially hard given concerns about the impact of
persistently low (or negative) interest rates on banks' earnings.

Equity Market Results

Equities commenced the quarter on very weak footing with many indices down more than 5 percent, and some as
much as 10 percent, in the month of January. The weakness continued through mid-February at which point the
S.&P. 500 staged a strong rally through quarter-end. Despite the weak start, the S.&P. rose 1.3 percent in the first
quarter. Mid and small caps were more volatile and while the Russell Midcap rose off its lows to a gain of more
than 2 percent, small caps remained in the red at quarter-end (Russell 2000: -1.5 percent). Value outperformed
growth across capitalization with the largest difference coming from the lower end of the capitalization spectrum.

Corporate profits fell as a strong dollar and falling oil prices hurt earnings. Fourth quarter after-tax corporate
profits fell about 8 percent and dropped roughly 3 percent for the full year, the first decline since 2008. The most
notable dispersion in equity performance came from high quality (+6.3 percent) versus low quality (-0.0 percent)
as measured by the S.&P. Value outperformed growth across small, mid and large caps but by the largest margin
in small caps (Russell 2000 Value: +1.7 percent; Russell 2000 Growth: -4.7 percent). From a sector perspective,
Financials (-5.1 percent) and Health Care (-5.5 percent) performed the worst, while the defensive Telecom (+16.6
percent) and Utilities (+15.6 percent) sectors performed the best. Real Estate Investment Trusts performed well
(National Association of Real Estate Investment Trusts Equity: +6.0 percent), while Master Limited Partnerships
(M.L.P.s) continued on a downward trajectory (Alerian M.L.P.: -4.2 percent). The M.L.P. Index has lost nearly
one-third of its value over the past year; peak-to-trough the decline approached the losses experienced during the
Great Financial Crisis.

Foreign equities followed a similar path as their domestic counterparts, however most broad indices failed to fully
recover and posted declines for the quarter. A weaker dollar helped to mitigate the underperformance of
developed markets (Morgan Stanley Capital Index — Europe, Australasia and Far East (M.S.C.1.-E.A.F.E.) Local:
-6.4 percent; U.S.$: -3.0 percent). Emerging markets was the notable exception and rallied about 20 percent from
its January nadir to finish with a nearly 6 percent gain (M.S.C.l.-Emerging Markets U.S. $: +5.8 percent). Brazil
(+28.6 percent) and Russia (+15.8 percent) were star performers among emerging market countries (both in U.S.
dollar terms).



Fixed Income Market Results

U.S. Treasuries posted their best first quarter return since 2008 as yields dropped nearly 50 basis points from
year-end in a volatile quarter marked by heightened uncertainty over global economic growth. The Barclays U.S.
Treasury Index returned 3.2 percent for the quarter. Investment grade and high yield corporate bonds see-sawed,
drastically underperforming in January and early February before rebounding with oil and stocks through quarter-
end. Investment grade Financials, hurt by worries over persistent low / negative interest rates, underperformed
like-duration Treasuries by nearly 100 basis points for the quarter while Industrials, buoyed by a rebound in
commodity prices, outperformed by 70 basis points. The Barclays High Yield Index returned 3.4 percent for the
first calendar quarter, but was down 5 percent through February 11, 2016.

The U.S. dollar weakened versus most currencies during the quarter, providing a tailwind to unhedged foreign
bond returns. The yen gained 7 percent versus the dollar as investors sought its safe haven status. The euro was
also stronger versus the dollar, up 5 percent on the back of Mario Draghi's comments that rates were unlikely to
fall further. The notable exception was the pound (-3 percent), where worries over a potential Brexit “British
Exit” put pressure on the currency. Interest rates also fell across developed markets, further bolstering returns.
The J.P. Morgan Non-U.S. Government Bond Index was up 9.1 percent for the quarter, (+4.3 percent on a hedged
basis), while the Barclays Global Aggregate Index returned 5.9 percent (+3.3 percent hedged). On an unhedged
basis, returns approached 10 percent for many countries, including Japan which was up nearly 12 percent on the
back of falling rates combined with yen strength. Emerging markets bonds rebounded in the first quarter with the
bulk of the returns coming in late February and March as commodity prices stabilized and risk appetite returned.
The hard currency J.P. Morgan — Emerging Market Bond Global Diversified Index returned 5.0 percent while the
local currency J.P. Morgan Government Bond Index - Emerging Markets Global Diversified soared 11.0 percent.
Brazil was the top performer in both indices as investors were cheered by prospects for an impeachment of
President Dilma Rousseff and a new government that could bring better days for the beleaguered country.

Other Asset Results

Hedge funds provided mixed results through March 31, 2016. Macro (+1.5 percent) and Market Neutral (0.6
percent) were the only strategies producing a positive return with Relative Value (-0.6 percent), Event Driven
(-0.5 percent), and Equity L/S (-1.7 percent) all losing money.

The energy heavy S.&P. G.S.C.1. (formerly the Goldman Sachs Commaodity Index) fell 2.5 percent while the
more diversified Bloomberg Commodity Index managed a fractional gain (+0.4 percent) as strength in precious
metals offset the weakness in energy. The big winner for the quarter was gold as the yellow metal rose more than
16 percent to its best quarterly performance since 1986.

Closing Thoughts

There is no shortage of uncertainty in today's world. Election year uncertainty in the U.S., a looming potential
Brexit, challenging geopolitical issues, pallid global growth and a difficult navigation toward higher rates in the
U.S. are expected to continue to contribute to heightened volatility. As such, prudent asset allocation with
appropriate levels of diversification and a long-term perspective remain Callan’s recommended course.




Public University Fund
(Prepared by the Public University Fund Administrator)

The Public University Fund (P.U.F.) earned a total return of 1.1 percent for the quarter and 1.4 percent year-to-
date through March 31, 2016. The Oregon Short-Term Fund outperformed its benchmark for the quarter and
year-to-date by 10 and 40 basis points, respectively. The Oregon Intermediate-Term Pool (O.1.T.P.)
underperformed its benchmark for the quarter and year-to-date by 50 and 80 basis points, respectively. The Long-
Term Pool (L.T.P.) underperformed its benchmark for the quarter and year-to-date by 20 basis points and 130
basis points, respectively.

In late April, a fiscal third quarter P.U.F. investment performance review was conducted by Oregon State
Treasury Fixed Income Portfolio Manager, Tom Lofton, with University staff and its investment advisor. The
fixed income markets posted strong returns during the quarter, led by U.S. Treasuries, as conflicting comments
from the Federal Reserve and a substantial flow of international money seeking shelter from negative interest
rates, in their local market, fueled U.S. Treasury prices higher. Both the O.1.T.P and L.T.P underperformed their
respective benchmark during the quarter. The underperformance was due to a relative underweight in three to
five year U.S. Treasury bonds, along with price volatility in the corporate bond segment of the portfolios as
investors reduced risk exposure following mixed global economic data and disappointing corporate earnings. Mr.
Lofton used the price volatility to increase the portfolio allocation to corporate bonds in the O.L.T.P.

During the quarter, investment earnings distributed to Southern Oregon University totaled $106,711. The market
value of SOU’s allocable share of the P.U.F. was $36,361,259 on March 31, 2016.

Southern Oregon University Endowment Fund
(Prepared by Oregon State Treasury)

The SOU Endowment Fund returned 1.0 percent during the third quarter of fiscal year 2016, less than the policy
benchmark by 20 basis points. The Fund ended the quarter with a balance of $2.1 million.

The majority of the Fund’s return is allocated to an index strategy and only 30 percent of the portfolio is
“actively” managed. The 30 percent fixed income allocation is the Western Asset Core Plus Bond Fund. For the
three months ended March 31, 2016, the Western Asset account underperformed the Barclays U.S. Aggregate
Bond Index by 44 basis points. The portfolio manager’s allocations to residential mortgage-backed securities
(*“RMBS”), commercial mortgage-backed securities (“CMBS”) and currency relative to the benchmark’s
exposures, detracted from performance for the quarter.



Southern Oregon University

Investment Summary

as of March 31, 2016
(Net of Fees)
Quarter Prior Current Actual Policy
Ended Fiscal Fiscal Market Asset Allocation
3/31/2016 YTD YTD 3 YrAvg 5 Yr Avg 10 Yr Avg Value Allocation Range
SOU Operating Assets Invested in Public University Fund
Oregon Short - Term Fund 0.2% 0.4% 0.5% 0.6% 0.6% 17% $ 15,536,577 42.7%
Benchmark - 91 day T-Bill 0.1% 0.0% 0.1% 0.1% 0.1% 1.2%
Oregon Intermediate - Term Pool 1.5% N/A N/A N/A 13,169,953 " 36.2%
Benchmark - Barclay's U.S. Aggregate 3-5 Yrs. 2.2% 1.5% 2.5% 1.7% 2.0%
2 Combined Historical Returns 2.8%
P.UF. Long - Term Pool | 24%]| | 2.8%]| | 2.9%] N/A N/A N/A 7,654,729 21.1%
Benchmark - Barclays' U.S. Aggregate 5-7 Yrs. 2.6% 3.8% 42% 2.1% 4.0%
2 Combined Historical Returns 2.1%
Total Public University Fund Investment 1.1% 1.4% 1.4% $ 36,361,259 100.0%
SOU Endowment Assets
BlackRock A.C.W.I. IM.L. B 0.4% NA -4.6% 5.9% 5.6% N/A $ 1,484,525 70.6%
Benchmark - M.S.CI. A.CW.I. LM.I Net 0.3% -4.9% 5.6% 52%
Western Asset Core Plus Bond Fund 41% 3.3% 4.8% 6.0% 608,380 28.9%
Benchmark - Barclays Aggregate Index 3.0% 3.6% 3.7% 2.5% 3.8% 4.9%
Cash 0.2% 0.4% 0.5% 0.6% 0.6% 1.7% 2,991 0.0%
Benchmark - 91 day T-Bill 0.1% 0.0% 0.1% 0.1% 0.1% 1.2%
2,095,896 99.5%
Arrowstreet Tax Reclaim Receivable 6,065 0.5%
Total SOU Endow ment Assets 1.0% 4.0% -1.8% 6.2% 6.7% 46% $ 2,101,961 100.0%
3 Recommended Policy Benchmark 1.2% 32% -2.1% N/A N/A N/A

[N

The Public University Fund (P.U.F.) policy guidelines define investment allocation targets based upon total participant dollars committed.

Core balances in excess of liquidity requirements for the participants are available for investment in the Intermediate-Term Pool and the Long-Term Pool.
Maximum core investment allocations are determined based upon anticipated average cash balances for all participants during the fiscal year.

The historical returns presented combine the investment returns from the predecessor fund with the investment returns of the P.UF,,

for investments with an identical mandate. The predecessor fund commingled all public universities operating assets into a cash and investment pool.
Recommended Policy Benchmark Composition: 70% M.S.CIA.CW.ILM.INet, 30% Barclays Aggregate Bond Index.

Note: Outlined returns underperfomed their benchmark.
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Adjourn
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