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» Higher Education Compliance
Alliance:

e 293 federal statutes

 |dentified responsible
departments

o 222 statutes

o Clarifying roles and
responsibilities

e /1 statutes



WASHINGTON STATE

UNIVERSITY
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AGENDA

Washington State University Board of Regents
Finance and Administration Committee

Washington State University Vancouver
Firstenburg Student Commons, Room 103
Vancouver, Washington

November 16, 2023
3:00 p.m.

Committee: Jenette Ramos (Chair), Enrique Cerna, Judi McDonald, John Schoettler

Information Items Section

1. Internal Audit Update (Lopez) F-1

2. Fiscal Year 2023 Financial Statement Audit Update (Brunelli/Skinner) F-2

3. Athletics Budget Update (Brunelli/Chun/Haarlow) F-3

Future Action Items

1. Proposed Academic Year 2024-2025 Tuition Rates (Brunelli) F-4

2. WSU Foundation Investment Policy Proposed Amendments (Brunelli/Connell) F-5

3. Delegation of Authority to Approve Residency Agreements (Schulz/Brunelli) F-6

Action Items

1. WSU Pullman, Athletics, Champions Center, Project Budget Approval F-7
(Brunelli/Chun/Yang/Chilton)

2. WSU Pullman, Athletics, Champions Center, Design Approval F-8
(Brunelli/Yang/Chun/Chilton)

3. WSU Pullman, USDA Agricultural Research Services, Plant Biosciences Research F-9
Design Building, Approval (Brunelli/Yang/Chilton)

4. Proposed Amendments to the WSU Voluntary Investment Program F-10
(Brunelli/Elliot-Cheslek/Monroe)

5. Leased Space for WSU’s Institute for Northwest Energy Futures F-11

(Brunelli/Skinner/Haynes)



Washington State University

Office of Internal Audit
Fiscal Year 2023 — End of Year Report
July 1, 2022 through June 30, 2023

Internal Audit Services
- Planned audits to review the adequacy of internal controls in the areas of operations, financial,
compliance and information technology
- Investigations of suspected employee misconduct in the areas of fraud, waste and abuse

- Advisory services including serving as liaison between management and external auditors and
providing guidance to members of the University community with issues that impact operations and
systems of internal control

Personnel
Audit team: Budgeted Actual Allocation - Total Hours
CAE 2088 2147
Audit Manager 2088 1710 | *
Sr Auditor 2088 2092 '
IT Auditor 500 5o1 | A A
IT Auditor 1040 272
Total hours 7804 6722

*80% actual, due to LWOP
A25% project appt
#hire: May 15, 2023

= Paid Time Off = Admin = Audit Services

Approximately 69% of the 6,722 actual paid
End of FY 2023, in active recruitment hours used for audit plan /audit service activities.
for additional staff auditor, 1.0FTE. This aligns closely with amounts budgeted.

Audit Services

558 hours — 159 requests

Allocation - Audit Services Subject areas: ethics, control, systems

controls, policy interpretation and
application

Facilitation of training and educational
announcements: internal controls, fraud,
audit risks, cybersecurity controls,
whistleblower investigation

Sk 765 hours

90% - State Auditor
- FY 20-21 Accountability
- FY 22 Single Audit

= Advisory -  Performance Audit

" External Audit Liaison Contracted audit: Effort, Distribution

= [nvestigation

Sponsor audits: NIH, USDA, NSF




Washington State University

Investigation: 569 hours, 13 cases

11 closed, summary of findings:
- 6 closed with determination of abuse/misuse of resource
- 3 closed with determination of conflict of interest
- 1closed with determination of mismanagement of position/duties
- 1 was closed with insufficient evidence to support misconduct
2 cases in active status

‘ Audits/Projects: 2,764 hours

Clery Act, compliance

Travel card, reviewed controls/transactions
Travel expense reports, for travel card holders
Continuous audit program:

o Pcard, data queries pull all transactions monthly, query for unallowable, split

o Cybersecurity controls, programs developed for four discrete controls (obsolete operating
systems, security applications, password age, account identity management), tests
performed monthly

Audit management activities:

o Successful implementation of new version of audit software system and move to cloud-
hosting, with implementation test programs and audit templates required updates and office
protocols and business processes refreshed with an aim towards more efficient and effective
audit activities.

o New server set up to host SQL database — develop base for data query activities
Successfully generated multiple queries for continuous testing including as related
to required trainings (pcard, cybersecurity), pcard split transactions, trending activity
In progress (FY 2024): refine program to develop queries via a more purposeful
methodology and improve visualization for audit use and presentation to clients

Audit projects rolled over to FY 24 due to various stages of completion at year end: Pcard, Service
Center, Vendor Management, S&A Fees, Screening.

Audit projects not completed due to resource limits, removed: Energy Program Project Billing,
Remote Work, Receipting.



Office of the Washington State Auditor

Pat McCarthy

Exit Conference: Washington State University

The Office of the Washington State Auditor’s vision is increased trust in government. Our mission is to provide
citizens with independent and transparent examinations of how state and local governments use public funds, and
develop strategies that make government more efficient and effective.

The purpose of this meeting is to share the results of your audit and our draft reporting. We value and appreciate
your participation.

Audit Reports

We will publish the following reports:
e Accountability audit for July 1, 2019 through June 30, 2021 - see draft report.

Audit Highlights

e All University employees that we worked with during the audit were professional and responsive to our
audit requests.

e We appreciate the audit liaison’s assistance to connect us with the appropriate employees for each audit
section and obtaining documents and other support to complete our audit.

Recommendations not included in the Audit Reports

Exit Items

We have provided exit recommendations for management’s consideration. Exit items address control deficiencies
or non-compliance with laws or regulation that have an insignificant or immaterial effect on the entity, or errors
with an immaterial effect on the financial statements. Exit items are not referenced in the audit report.

Finalizing Your Audit

Report Publication

Audit reports are published on our website and distributed via e-mail in an electronic .pdf file. We also offer a
subscription service that allows you to be notified by email when audit reports are released or posted to our
website. You can sign up for this convenient service at: https://portal.sao.wa.gov/SAOPortal.

Management Representation Letter

We have included a copy of representations received from management.


https://portal.sao.wa.gov/SAOPortal

Audit Cost

At the entrance conference, we estimated the cost of the audit to be $118,000 and actual audit costs will be less
than that amount by approximately $22,000 because we performed a one-time reduction in audit hours.

Your Next Scheduled Audit
Y our next audit is scheduled to be conducted in 2024 and will cover the following general areas:

e Accountability for Public Resources for fiscal years 2022 and 2023

Working Together to Improve Government

Audit Survey

When your report is released you will receive an audit survey from us. We value your opinions on our audit
services and hope you provide feedback.

Questions?

Please contact us with any questions about information in this document or related audit reports.
Sadie Armijo, CFE, Director of State Audit, (564) 999-0808, Sadie.Armijo@sao.wa.gov

Jim Brownell, Assistant Director of State Audit and Special Investigations, (564) 999-0872, Jim.Brownell@sao.wa.gov

Alisha Shaw, Program Manager, (509) 919-2851, Alisha.Shaw@sao.wa.gov

Larissa Nolte, Assistant Audit Manager, (509) 919-2283, Larissa.Nolte@sao.wa.gov

Caitlyn McGregor, Audit Lead, (509) 336-5353, Caitlyn.McGregor@sao.wa.gov



mailto:Sadie.Armijo@sao.wa.gov
mailto:Jim.Brownell@sao.wa.gov
mailto:Alisha.Shaw@sao.wa.gov
mailto:Larissa.Nolte@sao.wa.gov
mailto:Caitlyn.McGregor@sao.wa.gov
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AUDIT RESULTS

Results in brief

This report describes the overall results and conclusions for the areas we examined. In those
selected areas, University operations complied, in all material respects, with applicable state laws,
regulations, and its own policies, and provided adequate controls over the safeguarding of public
resources.

However, as noted under the Related Reports — Special Investigations section of this report, certain
matters were examined and reported as part of a separate engagement.

In keeping with general auditing practices, we do not examine every transaction, activity, policy,
internal control, or area. As a result, no information is provided on the areas that were not
examined.

About the audit

This report contains the results of our independent accountability audit of the Washington State
University from July 1, 2019 through June 30, 2021.

Management is responsible for ensuring compliance and adequate safeguarding of public resources
from fraud, loss or abuse. This includes the design, implementation and maintenance of internal
controls relevant to these objectives.

This audit was conducted under the authority of RCW 43.09.310, which requires the Office of the
Washington State Auditor to examine the financial affairs of all state agencies. Our audit involved
obtaining evidence about the University’s use of public resources, compliance with state laws and
regulations and its own policies and procedures, and internal controls over such matters. The
procedures performed were based on our assessment of risks in the areas we examined.

Based on our risk assessment for the years ended June 30, 2021 and 2020, the areas examined were
those representing the highest risk of fraud, loss, abuse, or noncompliance. We examined the
following areas during this audit period:

e Software conversion — accounting, payroll, human resources and asset modules

e Selected IT security policies, procedures, practices, and controls protecting financial
systems, IT systems, and data — user access

e Payroll — electronic funds transfers

e Accounts payable — general disbursements, fuel cards, petty cash and electronic funds
transfers

e Asset monitoring and use

* Financial condition — reviewing for indications of financial distress

Office of the Washington State Auditor sao.wa.gov 3
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e Compliance with bond debt covenants
e Accounts receivable — billing, adjustments and collections

e Open public meetings — compliance with minutes, meetings and executive sessions
requirements

Office of the Washington State Auditor sao.wa.gov 4
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RELATED REPORTS

Special investigations

During the current audit period, we issued reports pursuant to the State Employee Whistleblower
Act (Chapter 42.40 RCW). Those reports are available on our website,
http://portal.sao.wa.gov/ReportSearch.

Office of the Washington State Auditor sao.wa.gov 5


http://portal.sao.wa.gov/ReportSearch

lose.

iIsC

te, distribute, or di

ica

Draft - Please do not dupl

iminary

Prel

INFORMATION ABOUT THE UNIVERSITY

Founded in Pullman in 1890 as the state’s land-grant research university, Washington State
University currently has campuses in Pullman, Spokane, Tri-Cities, Vancouver, Everett, and
online (Global Campus). The nearly 31,200 students are served by over 2,524 faculty, 1,581
graduate students and 4,143 staff members. Among the University’s faculty are eight National
Academy and three in memoriam members. The Carnegie Foundation classifies the University as
one of 131 U.S. public and private universities with very high research activity. U.S. News and
World Report ranks the University among the top 88 public universities nationally and 179th of
the 1,870 institutions ranked.

The University has eleven academic colleges plus the Graduate School. The colleges include
Agricultural, Human and Natural Resource Sciences, Arts and Sciences, Business,
Communication, Education, Engineering and Architecture, Honors, Medicine, Nursing, Pharmacy
and Pharmaceutical Sciences, and Veterinary Medicine. The University offers more than 200 fields
of study including 98 majors, 86 minors, 79 master’s degree programs and 63 doctoral degree
programs. Professional degrees are offered in medicine, pharmacy and veterinary medicine.
During fiscal year 2021, 7,795 degrees, including bachelors, masters, professional and doctoral
degrees, were conferred.

The University's research initiative, Grand Challenges, bring research priorities into sharp focus
and includes: sustaining health, sustainable resources, opportunity and equity, smart systems and
national security. Research stations are located in Lind, Long Beach, Mount Vernon, Othello,
Prosser, Puyallup and Wenatchee. There are extension offices in all 39 Washington counties.

The University is governed by a 10-member Board of Regents, appointed by the Governor and
confirmed by the state Senate. Dr. Kirk H. Schulz has served as the 11th president of the University
since 2016. The University’s operating and non-operating revenue was $1.21 billion in fiscal year
2020 and $1.27 billion in fiscal year 2021. Revenue sources include tuition and fees, federal, state
and local grants, contracts and appropriations, gifts and contributions, auxiliary enterprises such
as housing and dining, parking, the Student Recreational Center, intercollegiate athletics and the
Compton Union Building. The total state Legislative Appropriation Budget, including operating
and capital, was $313.4 million in fiscal year 2020 and $322.3 million in fiscal year 2021.

Office of the Washington State Auditor sao.wa.gov 6
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Contact information related to this report

Washington State University

Address: | 442 French Admn Bldg
Pullman, WA 99164-1045
Contact: | Heather Lopez, Chief Audit Executive
Telephone: | 509-335-2001
Website: | www.wsu.edu

Information current as of report publish date.

Audit history

You can find current and past audit reports for the Washington State University at

http://portal.sao.wa.gov/ReportSearch.

Office of the Washington State Auditor sao.wa.gov
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950

e Search BARS Manuals (GAAP and
cash), and find reporting templates

e Learn about our training workshops
and on-demand videos

e Discover which governments serve you
— enter an address on our map

* Explore public financial data
with the Financial Intelligence Tool

e Toll-free Citizen Hotline:
(866) 902-3900

e FEmail:
webmaster(@sao.wa.gov

Office of the Washington State Auditor sao.wa.gov 8


http://www.sao.wa.gov/
https://sao.wa.gov/about-audits/find-your-audit-team/
https://sao.wa.gov/about-public-records/
https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/
https://sao.wa.gov/bars-annual-filing/bars-cash-manual/
https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
https://sao.wa.gov/bars-annual-filing/filing-training-and-workshops/
https://sao.wa.gov/improving-government/improvement-training-videos/
https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov

WASHINGTON STATE UNIVERSITY

Finance and Administration
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April 20, 2023

Office of the Washington State Auditor
3200 Capitol Blvd

P.O. Box 40031

Olympia, WA 98504-0031

To the Office of the Washington State Auditor:

We are providing this letter in connection with your accountability audit of the Washington State
University for the period from July 1, 2019 through June 30, 2021. Representations are in relation
to matters existing during or subsequent to the audit period up to the date of this letter.

Certain representations in this letter are described as being limited to matters that are significant.
Information is considered significant if it is probable that it would change or influence the
judgment of a reasonable person.

We confirm the following representations made to you during your accountability audit, to the best
of our knowledge and belief, and based on appropriate inquiries to support them. If we
subsequently discover information that would change our representations related to this period, we
will notify you in a timely manner.

General Representations:

1. We have provided you with unrestricted access to people you wished to speak with and
made available all requested and relevant information of which we are aware, including:

a. Financial records and related data.

b. Minutes of the meetings of the governing body or summaries of actions of recent
meetings for which minutes have not yet been prepared.

c. Internal audits performed pursuant to the State Agency Accounting Manual (SAAM)
or other internal or external audits, examinations, investigations or studies that might
concern the objectives of your audit, and the corrective action taken to address their
significant findings and recommendations.

d. Communications from regulatory agencies, government representatives or others
concerning possible noncompliance, deficiencies in internal control or other matters
that might concern the objectives of your audit.

e. Results of our internal assessment of business risks and risks related to financial records
and related data, compliance and fraud, as determined under SAAM section 20.20.

PO Box 641045, Pullman, WA 99164-1045
509-335-5524 | Fax: 509-335-3930 | vpfa@wsu.edu | baf.wsu.edu
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We acknowledge our responsibility for compliance with requirements related to
confidentiality of certain information. We have notified you when an Agency Data
Sharing/Safeguarding Agreement or special handling may be necessary between our
agencies to help clarify expectations of both parties to secure and protect private
information in records provided for audit.

We acknowledge our responsibility for compliance with applicable laws, regulations,
contracts and grant agreements in the areas covered by your audit.

We have complied with all significant aspects of laws, regulations, contracts and grant
agreements in the areas covered by your audit.

We acknowledge our responsibility under SAAM section 20.10 for establishing and
maintaining effective internal controls over compliance with applicable laws and
regulations and safeguarding of public resources, including controls to prevent and detect
fraud, in the areas covered by your audit.

We have established adequate internal controls to provide reasonable assurance of
achieving the objective of safeguarding public resources and compliance with applicable

laws and regulations in the areas covered by your audit.

We have no knowledge of known or suspected loss of public funds or assets or other illegal
activity, or allegations of fraud or suspected fraud involving management or employees.

All significant events and transactions have been properly recorded in the financial records
of the Washington State University.

. 73 ey =
%@\7 27 77 A P
Heather %?{ Matthew A Skinner,

Chief Audit cutive Interim Associate Vice President,

Finance and Administration

10



Exit Recommendations
Washington State University
Audit Period Ending: 6/30/2021

We are providing the following exit recommendations for management’s consideration. They are
not referenced in the audit report. We may review the status of the following exit items in our next
audit.

Accountability:

Fuel Cards
The University should:

« Update its fuel card policy to reflect current approval practices for the monthly ComData
reconciliation process.

- Ensure the Animal Sciences and Crop and Soil Science departments' employees input
accurate assigned user ID numbers or the vehicle's odometer readings at the time of
purchase following University Policy (BPPM 95.37).

- Retain itemized fuel card receipts supporting all Crop and Soil Science Department
purchases.

Asset Management
The University should ensure:

- Beasley Event Services retains supporting documentation for all assets that the
Department surpluses.

- The Outdoor Recreation Center verifies the software system correctly calculates rental
fees based on the Center's fee schedule.

Accounts Receivable
The University should ensure:

- The Office of International Programs and the Parking and Transportation departments
reconcile and provide accurate and complete accounts receivable balances to Financial
Services for the University’s year-end reporting of accounts receivable.

- Follow-up and collection procedures for Student Sponsored Guarantee receivables

comply with the University's accounts receivable policy and the Office of Financial
Management's receivable guidelines.

Page 1 of 2



Exit Recommendations
Washington State University
Audit Period Ending: 6/30/2021

Software Conversion
The University should:

- Strengthen its internal controls to ensure all payroll leave balances properly post to new
systems during system conversions.

- ldentify and correct any payroll leave balances that incorrectly posted to the new system
at the time of conversion.

EFT Controls
The University should establish and follow procedures to:

- Directly contact vendors that request changes in banking information and avoid using
email for verifying these requests. If changes are not made in-person, the University
should consider using a multi-factor authentication or verification method.

- Retain documentation showing the method it used to verify the authenticity of banking
information change requests.

Petty Cash

The University should update its petty cash policy to reflect actual practices for petty cash
reimbursements. Additionally, the University should establish procedures to ensure the Athletic
Department:

« Includes all the required information in the check request form in compliance with
University Policy 30.50

- Fully completes affidavits of missing receipts, when necessary, that includes all required
elements in compliance with University Policy 70.08 and 95.20

- Documents its evaluation and rationale for how it determined expenditures are allowable
when they are not explicitly allowed in the exception memo

Page 2 of 2



Office of the Washington State Auditor

Pat McCarthy

May 16, 2023

Washington State University
Single Audit Exit Conference

The Office of the Washington State Auditor’s vision is increased trust in government. Our mission is to provide
citizens with independence and transparent examinations of how state and local governments use public funds,
and develop strategies that make government more efficient and effective.

The purpose of this meeting is to share the results of your audit. We value and appreciate your participation.

Audit Scope

We performed a federal grant compliance audit for the Student Financial Assistance Program Cluster for the state
fiscal year ended June 30, 2022.

Federal grant audit work is performed on a statewide basis, in accordance with the revised Single Audit Act. We
select federal programs for audit using risk-based criteria set forth in the U.S. Office of Management and Budget
Uniform Guidance.

We evaluated internal controls and tested compliance with the following federal requirements for the Student
Financial Assistance Program Cluster, ALN 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, 84.408, 93.264,
93.342, 93.364, and 93.925:

Activities Allowed or Unallowed Special Test and Provision #4: Enrollment Reporting

Cash Management Special Test and Provision #5: Student Loan
Repayments (HPSL/PCL/LDS, and NSL/NFLP)

Eligibility Special Test and Provision #6: Perkins Loan
Recordkeeping and Record Retention

Reporting Special Test and Provision #7: Direct Loan
Reconciliation

Special Test and Provision #1: Verification Special Test and Provision #8: Institutional
Eligibility

Special Test and Provision #2: Disbursements To | Special Test and Provision #11: General Program

or On Behalf of Students Eligibility

Special Test and Provision #3: Return of Title IV | Special Test and Provision #13: Gramm-Leach-

Funds Bliley Act — Student Information Security




Audit Highlights

e The University fully implemented prior audit finding recommendations.

e We identified no internal control deficiencies during this audit.

e The audit liaisons and program staff were responsive to audit requests and professional, and we greatly
valued their cooperation and assistance throughout this audit.

Recommendations included in the Audit Reports

Findings formally address issues in an audit report. Findings report significant deficiencies and material
weaknesses in internal controls; misappropriation; and material abuse or non-compliance with laws, regulations
or policies. We issued one finding related to your program and it is included at the end of the exit document.

Status of Prior Findings

Brief Description Resolved Unresolved
2021-020: Washington State University did not establish adequate internal

controls over and did not comply with federal requirements to conduct risk
assessments of student information security for the Student Financial
Assistance programs.

2021-024: Washington State University did not establish adequate internal
controls over and did not comply with federal requirements to monitor its third-

X

party servicer for compliance with Federal Perkins Loan Program
recordkeeping and record retention requirements.

2020-021: Washington State University did not establish adequate internal
controls over and did not comply with federal requirements to conduct risk
assessments of student information security for the Student Financial
Assistance programs.

Finalizing Your Audit

Report Publication

OFM will publish the Statewide Single Audit online at https://www.ofm.wa.gov/accounting/financial-audit-
reports/single-audit-report on or around the last day of June 2023. We will also provide a link to the report on
our website https://www.sao.wa.gov/.

Audit Finding Resolution Requirements

Chapter 55.10 of the State Administrative Accounting Manual describes agency responsibilities for providing
correction action plans for each audit finding contained in state audit reports. Specifically, agencies must submit
a correction action plan to OFM within 30 days of reports with audit findings.

Corrective active plan templates can be found at www.ofm.wa.gov/policy/55.10.htm.

Your Next Scheduled Audit

The single audit for the State of Washington is performed annually with planning beginning in April each year.
You will be informed if any programs are selected at your agency once those selections have been made.


https://www.ofm.wa.gov/accounting/financial-audit-reports/single-audit-report
https://www.ofm.wa.gov/accounting/financial-audit-reports/single-audit-report
https://www.sao.wa.gov/
http://www.ofm.wa.gov/policy/55.10.htm
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

WSU 2022-001 Washington State University did not ensure that returns of Title IV funds
were accurate for the Student Financial Assistance programs.

Assistance Listing Number and Title: 84.007 Federal Supplemental Educational Opportunity Grant
84.033 Federal Work-Study Program
84.038 Federal Perkins Loan Program
84.063 Federal Pell Grant Program
84.268 Federal Direct Student Loans
84.379 Teacher Education Assistance for College and Higher
Education Grants

Federal Grantor Name: U.S. Department of Education

Federal Award/Contract Number: Various

Pass-through Entity Name: None

Pass-through Award/Contract Number: None

Applicable Compliance Component: Special Tests and Provisions: Return of Title IV Funds
Known Questioned Cost Amount: $2,582

Background

As amended, Title IV of the Higher Education Act authorizes programs that provide financial assistance to students to
pursue postsecondary education at eligible institutions of higher education. When students who receive Title [V grant or
loan assistance withdraw from an institution during a payment period or period of enrollment, the institution must determine
the amount of Title I'V aid the students have earned as of their withdrawal date.

Schools calculate this by determining the percentage of program funds the students have earned and applying that percentage
to the total amount of assistance that was or could have been disbursed to students for the payment period or period of
enrollment as of their withdrawal date.

If the total amount of Title IV assistance earned by students is less than the amount that was disbursed to them as of their
withdrawal date, the institution is required to return the difference to the U.S. Department of Education (Department), and
it cannot make any additional disbursements to students for the payment period or period of enrollment.

In fiscal year 2022, Washington State University disbursed more than $205 million in Title IV funds to students.
Description of Condition
The University did not ensure that returns of Title IV funds were accurate for the Student Financial Assistance programs.

We found the University had adequate internal controls over the return of Title IV funds, and it materially complied with
the federal requirements. However, we identified questioned costs as the result of returns that were incorrectly calculated.

We used a statistical sampling method to randomly select and examine 57 out of a total population of 873 students for which
the University was required to calculate a return of Title IV funds. We found two students for whom the University



incorrectly calculated the amount required to be returned to the Department. Specifically:

o  One student had $489 returned to the Department. When recalculating the amount required to return, we found the
University should have returned $2,801, resulting in a difference of $2,312.

e The second student had $2,590 returned to the Department. When recalculating the amount required to return, we
found the University should have returned $2,860, resulting in a difference of $270.

Federal regulations require the auditor to issue a finding when the known or estimated questioned costs identified in a single
audit exceed $25,000. We are issuing this finding because, as stated in the Effect of Condition and Questioned Costs section
of this finding, the estimated questioned costs exceed that threshold.

This issue was not reported as a finding in the prior audit.

Cause of Condition

The University returned incorrect amounts because it did not verify that the students were eligible for all funds within their
student accounts before calculating amounts and returning the Title IV funds to the Department. Staff responsible for
calculating the amounts to return did not verify that loans that were never disbursed were excluded from the University’s
calculation of unearned aid.

Effect of Condition and Questioned Costs

We identified $2,582 in known federal questioned costs and $39,550 in likely federal questioned costs. We consider the
$2,582 difference for the two students to be questioned costs because they had unearned financial aid still owed to the
Department. At the time of the audit, the University had not processed a corrected return of funds for the two students.

Our sampling methodology meets statistical sampling criteria under generally accepted auditing standards in AU-C 530.05.
It is important to note that the sampling technique we used is intended to support our audit conclusions by determining if
expenditures complied with program requirements in all material respects. Accordingly, we used an acceptance sampling
formula designed to provide a high level of assurance, with a 95 percent confidence of whether exceptions exceeded our
materiality threshold. Our audit report and finding reflect this conclusion. However, the likely improper payment projections
are a point estimate and only represent our “best estimate of total questioned costs,” as required by 2 CFR § 200.516(3).

We question costs when we find an agency has not complied with grant regulations or when it does not have adequate
documentation to support its expenditures.

Recommendations

We recommend the University:

o Verify student eligibility for all disbursed Title IV funds before calculating the amount of unearned aid required to
be returned for students who have withdrawn from school
e Consult with the grantor to discuss whether the questioned costs identified in the audit should be repaid

University’s Response

Washington State University takes very seriously its responsibilities to ensure compliance with federal requirements.

The University appreciates the auditor acknowledgement that the University’s internal controls over the Return of Title IV
funds are adequate. The two (out of 57) records with noted exception were isolated and should not be a reflection on the



whole of the program or the University’s management of federal funds. These exceptions were identified by management
when the records were pulled for auditor testing. Management had not made correction yet only because the audit was still
in progress. Upon finding the isolated issues, management performed a review of all 873 students that fell in the audit
population, performing calculations of each record to determine if there were any other errors. No errors that needed to be
submitted to the Department of Education, other than the two in the test population, were noted.

The University is working with the sponsor to ensure return of the known questioned costs can be properly facilitated.

Internal processes have been further strengthened to provide for independent quality checks. A report was developed to
identify and isolate anomalies, like returning more funds than were actually disbursed. The return to Title IV requirements
are very complex and internal controls over compliance are regularly reviewed to ensure improvement and continued
adherence to the requirements.

The University thanks the State Auditor for bringing this issue to the University’s attention.

Auditor’s Remarks

We thank the University for its cooperation and assistance throughout the audit. We will review the status of the University’s
corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance), section 516, Audit findings, establishes
reporting requirements for audit findings.

Title 2 CFR Part 200.1, Uniform Guidance establishes definitions for improper payments. Part 200.410
establishes requirements for the collection of unallowable costs.

Title 34 CFR Part 668, Student Financial Assistance General Provisions, Section 668.14 Program participation
agreement, states in part:

(b) By entering into a program participation agreement, an institution agrees that —
(24) It will comply with the requirements of §668.22;

Title 34 CFR Part 668, Student Financial Assistance General Provisions, Section 668.22 Treatment of title IV
funds when a student withdraws, states in part:

(a) General.

(1) When a recipient of title IV grant or loan assistance withdraws from an institution during a payment
period or period of enrollment in which the recipient began attendance, the institution must
determine the amount of title IV grant or loan assistance that the student earned as of the student’s
withdrawal date in accordance with paragraph e) of this section.

(4) If the total amount of title IV grant or loan assistance, or both, that the student earned as calculated
under paragraph (e)(1) of this section is less than the amount of title IV grant or loan assistance
that was disbursed to the student or on behalf of the student in the case of a PLUS loan, as of the
date of the institution’s determination that the student withdrew—



(1) The difference between these amounts must be returned to the title IV programs in
accordance with paragraphs (g) and (h) of this section in the order specified in paragraph
(1) of this section; and

(i) No additional disbursements may be made to the student for the payment period or period
of enrollment.

(5) If the total amount of title IV grant or loan assistance, or both, that the student earned as calculated
under paragraph (e)(1) of this section is greater than the total amount of title IV grant or loan
assistance, or both, that was disbursed to the student or on behalf of the student in the case of a
PLUS loan, as of the date of the institution’s determination that the student withdrew, the
difference between these amounts must be treated as a post-withdrawal disbursement in
accordance with paragraph (a)(6) of this section and §668.164(i).

(e) Calculation of the amount of title IV assistance earned by the student —

(1) General. The amount of title IV grant or loan assistance that is earned by the student is calculated
by—

(1) Determining the percentage of title IV grant or loan assistance that has been earned by the student,
as described in paragraph (e)(2) of this section; and

(i1)) Applying this percentage to the total amount of title IV grant or loan assistance that was disbursed
(and that could have been disbursed, as defined in paragraph (1)(1) of this section) to the student,
or on the student’s behalf, for the payment period of period of enrollment as of the student’s
withdrawal date.

(2) Percentage earned. The percentage of title IV grant or loan assistance that has been earned by the
student is—

(iii) Equal to the percentage of the payment period or period of enrollment that the student completed
(as determined in accordance with paragraph (f) of this section) as of the student’s withdrawal date,
if this date occurs on or before—

(A) Completion of 60 percent of the payment period or period of enrollment for a program that
1s measured in credit hours; or

(B) Sixty percent of the clock hours scheduled to be completed for the payment period or
period of enrollment for a program that is measured in clock hours; or

(iv) 100 percent, if the student’s withdrawal date occurs after—

(A) Completion of 60 percent of the payment period or period of enrollment for a program that
is measured in credit hours; or

(B) Sixty percent of the clock hours scheduled to be completed for the payment period or
period of enrollment for a program measured in clock hours.

(3) Percentage unearned. The percentage of title IV grant or loan assistance that has not been earned
by the student is calculated by determining the complement of the percentage of title IV grant or
loan assistance earned by the student as described in paragraph (e)(2) of this section.

(4) Total amount of unearned title IV assistance to be returned. The unearned amount of title IV
assistance to be returned is calculated by subtracting the amount of title IV assistance earned by
the student as calculated under paragraph (e)(1) of this section from the amount of title IV aid that



was disbursed to the student as of the date of the institution’s determination that the student
withdrew.

(g) Return of unearned aid, responsibility of the institution.

(1) The institution must return, in the order specified in paragraph (i) of this section, the lesser of—

(i) The total amount of unearned title IV assistance to be returned as calculated under paragraph (e)(4)
of this section; or

(i1)) An amount equal to the total institutional charges incurred by the student for the payment period
or period of enrollment multiplied by the percentage of title IV grant or loan assistance that has not
been earned by the student, as described in paragraph (e)(3) of this section.
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Introduction

The Office of Internal Audit assists the University and management in accomplishing its mission and
strategic goals by bringing a systematic, disciplined approach to evaluate and improve the effectiveness
of its risk management, internal control and governance processes.

This year's Audit Plan achieves Internal Audit’s goals by using a risk-based approach to provide audit and
consulting coverage of several functions and processes with a system-wide focus. The plan considers
constraints of available internal audit resources while striving to achieve an optimal balance of assurance
and advisory activities that will offer the most value to management and the Board of Regents.

While Internal Audit’s primary responsibility is performing audit activities that aim to provide assurance
on the adequacy of controls to mitigate risks to university operations, the Audit Plan also recognizes the
importance of Internal Audit’s role in the following areas:
- Serving in a consulting or advisory capacity by:
o Educating and training of the workforce in concepts of fraud detection and awareness
and internal control.
o Assisting management in their efforts toward improvement of processes, procedures,
and systemes.
- Providing coordination and support to various external audit agencies including the State
Auditor’s Office, and federal and state agencies.
- Conducting follow-up of issues identified during audits and investigations of financial or other
irregularities. and as related to results of external audits.

The Audit Plan is developed as a result of assessment activity identifying risks faced by Washington State
University. This includes risks that are known by this Office as well as those risks that are communicated
by stakeholders during the audit plan development processes. Planned audits that are approved but not
able to be conducted during the current year are communicated to senior management and the Board
and reevaluated for consideration in the following year's audit plan. Because recent history has
demonstrated how quickly the risk environment can change, we purposely allow for flexibility in our
approach to planned audits and other audit services. The CAE is authorized to make changes to the Audit
Plan, as deemed necessary, to address changes in identified risks.

Audit Plan Development

Audits and projects in the FY 2024 Audit Plan were primarily identified through an assessment process
that included a planning questionnaire sent to different levels of management system-wide, review of
input into the Enterprise Risk Management (ERM) process and Office of the Controller Risk Evaluations,
and, interviews with key management and leadership to understand their views of the risk environment.
We also considered other internal and external risk inputs including recent audit results and/or advisories,
external examinations, industry risk areas and alerts from sponsoring agencies and stakeholders.

Audit resources limit the number of projects that may be engaged during the year so risks are initially
ranked and then evaluated against resource availability. The IIA requires that senior management and
the governing board is informed of the risksftopics that were considered for the annual audit plan but not
selected. The annual assessment that IA engages is designed to identify the risks that management
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believes may impact the university’s objectives and use those risks to inform the audit plan. The risks
identified during FY 2024 audit planning aligned significantly with the ERM risk register. Those risk areas
not selected for audit, not included in this audit plan, were due to the area not being conducive to audit,
or, a mitigation plan is in progress or is being evaluated via the ERM process. We will continue to evaluate
the identified risks through the year to determine if there are unmanaged risks that may need to be
considered for inclusion in a modified audit plan.

The specific scope and objective of each audit in the Audit Plan is determined once the audit team
completes its planning process on each engagement. This planning process includes consideration of the
risk management, control, and governance processes in place to meet the following:
e Accountability systems are in place to ensure organizational and program missions, goals, plans
and objectives are achieved
e Risks are appropriately identified and managed
e Information is accurate, reliable and timely
e Employee actions are in compliance with policies, procedures and applicable laws and
regulations
e Operations are effective and efficient
e Resources are acquired economically, used efficiently, and adequately protected

Overview of Audit Plan

The FY 2024 Audit Plan will be completed with the following resources: four auditors (3.2FTE - two at
1.0FTE, one at .5FTE based on recruit date, one at .7FTE based on projected LWOP), a student intern and
the Chief Audit Executive. This staffing complement, presenting 9,200 total hours, assumes the
following:
- Successful recruitment of a staff auditor position by December 2023
- In the past, Internal Audit has employed very talented and productive student interns to assist
with the continuous audit program. We hope to continue that success with the recruitment of a
student intern in the spring semester.

Planned use of available hours is as follows:

Total % of

Hours Total
Direct Audit Service/Project Hours 6,462 70%
Leave Time and Holidays 1,343 15%
Administration, Development and Other 1,395 15%
Total hours 9,200 100%

Direct Audit Service/Project: includes planned audits, advisory projects, liaison efforts and contingency
for investigations.

Leave Time and Holidays: represents 11 University holidays, estimated use of earned and accrued
annual and sick leave based on past usage and projected time off activities.
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Administration, Development and Other: includes departmental and supervisor staff meetings, and
University required training. This also includes time planned to meet or exceed annual continuing
professional education requirements of the various professional organizations which internal auditors
are members and as required by the Institute of Internal Auditor (l1A).

For the 6,462 hours available for direct audit services/projects, planned allocation is as follows:
- Planned Assurance Audits (79%):
o 2,421-risk-based audits
o 1,000 - business unit audits (selected by risk assessment/cycle)
o 1,600 - continuous audit program (test of controls/transactions — high risk)
o 100 —follow up of prior year recommendations in audits, investigations, external audits
- Unplanned Audit Activities (21%):
o 1,010 - investigation, advisory, liaison
o 331-support activities: education and training, quality improvement, committee
participation

Our efforts are to ensure broad coverage of audit activity across the University system and include on-
site audit engagement at all campuses, as much as possible. Although resources do not permit on-site
review every year, the continuous audit program ensures continued test of decentralized transactions,
and where feasible, the key controls, in functional areas engaged at all campuses and sites. Where
possible, we also seek to leverage the work of external auditors or consultants.

Further, we try to ensure the planned audit coverage broadly covers several categories of risk including:
financial, operational, research, information technology and compliance.

FY 2024 Audit Plan

Planned Assurance Audits

Risk-Based Audits (Budgeted 2,421 hours):
- Complete FY 2023 audits engaged but not finished: Visa Compliance, Service Center Billing,
Purchasing Card, S&A Fees, Screening
- Clery Act Reporting
o Second phase of Clery Act audit with focus on reporting processes
- GLBA Safeguards
o Refresh on IT safeguards in place to meet new federal requirements

- Small Works Roster

o Review of bid process, management of roster and communications, compliance
- Data Retention

o Required retention of data (hard copy and electronic), methods of retention and disposal
- Consulting Contracts

o Evaluate process for executing consulting contracts and monitor of services performed
- Cash Advance

o Review processes for approving and issuing advances, and accounting for use
- Employee Recruitment Incentives
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o A new program was introduced to provide incentives for employee referrals - we will
evaluate the effectiveness of this program and accountability for related expense

Business Unit audits (Budgeted 1,000 hours):

- Utilizing a standardized audit program, goal is to complete four business unit audits. The re-
engagement of cycled business unit audits (last performed in 2016) is an effort to effect the
awareness of an Internal Audit function as a key control in the university’s control environment.
These audits are purposely higher level and will touch on key functional areas including: assets,
purchasing card, travel, payroll, data security, physical security, receipting, fiscal monitoring,
compliance and, as needed, unit specific issues.

Continuous Audit Program (Budgeted 1,600 hours):
- Continuous - High Risk Transactions
o Increase number of queries in following areas of currently performed high risk
transaction testing: purchasing (payment method beyond purchasing card), travel
expense, payroll
- Continuous - Controls
o Add up to four more controls (to the four cybersecurity controls developed in FY 2023)
for test

It is anticipated for the Continuous Audit program as a whole that tests will evolve over time as
systems mature or change, with more tests evaluated for inclusion in the programs each
successive year.

Effortis allocated in the current year to refining these tests and developing more robust methods
of visualizing, and communicating, results on a more timely basis.

Follow up (Budgeted 100 hours):

- Review of prior internal audit recommendations to determine if the formal responses from
management were implemented as stated and if the corrective actions adequately address or
mitigate the identified risks.

o At start of audit period there remained audit recommendations from the following

audits:
» |T central audits (3)
=  HIPAA(2)

»  Clery Act(4)
- There were a number of external audit engagements in FY 2023 — that resulted in findings.
Internal Audit tracks these issues and works with management to ensure corrective actions have
been taken and have desired effect.

Unplanned Audit Activities (Budgeted 1,341 hours)

- Investigation: Internal Audit investigates financial irregularities and compliance concerns in the
areas of Fraud, Waste and Abuse. This is the most difficult category of service to predict effort as
it varies from year to year, and engagement causes disruption to the schedule of Planned audits.
Time allocated to this area is estimated based on historical experience and known open
investigations at the start of plan year.
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- External Audit Liaison: This area also is difficult to predict effort but estimates are based off
known and expected, scheduled activity. Engagement by the State Auditor’s Office (SAO) during
FY 2024 is not anticipated to be as significant as the prior three years given WSU is not scheduled
for Single Audit testing. Liaison with SAO has typically accounted for about 90% of all liaison
effort.

- Advisory Services: Internal audit staff provide consultative advice on financial, operational and
compliance issues.

- Support Activities: This category includes a variety of services for which Internal Audit resources
are allocated to fulfill our roles to provide value to University management, and, to support our
own processes and initiatives to meet those broader efforts. These services include:

o Outreach - Internal Audit develops regular announcements, articles and tips on internal
control and fraud risk. Many times these communications are developed in coordination
with functions holding responsibility over the subject matter

o Committees — members of Internal Audit serve on several University committees,
providing informal feedback on internal controls and risk. Participation also provides for
greater visibility of Internal Audit as a resource and assists the function in being more
timely alerted to nascent issues of concern.

o Quality Assurance and Improvement Program — Regular efforts by the Internal Audit
function to improve quality of audit services include retrospective evaluation of audit
methodologies and processes, client surveys and enhancement of audit tools. In FY 2023,
the audit management system used for all audit work and issue tracking moved to a
cloud-hosted environment. Audit programs, tools and techniques required revision as a
result and continue to be improved.

Internal audit activities are conducted in an independent and objective manner and in compliance with
the Institute of Internal Auditors’ (I1A) International Standards for the Professional Practices of Internal
Auditing. Internal Audit achieves organizational independence through a dual reporting structure. The
CAE reports functionally to the President and administratively to the Vice President for Finance and
Administration. In accordance with the charter and the Board of Regents Bylaws, the CAE also provides
semiannual updates to the committee of the Board of Regents charged with oversight for audits. Those
updates include information regarding the audit plan and resource requirements, audit performance
relative to the plan, and significant risk exposures and control issues, including fraud risks, governance
issues and other matters of importance to senior management and the Board.

Authority and Criteria

Auditing Standard

The WSU Office of Internal Audit follows standards promulgated by the Institute of Internal Auditors
(IIA). In accordance with Standard 1000, the purpose, authority, and responsibility of the internal audit
activity is formally defined in the audit charter. The charter includes the mandatory elements of the
International Professional Practices Framework (the Core Principles for the Professional Practice of
Internal Auditing, the Code of Ethics, the Standards, and the Definition of Internal Auditing). The charter
is periodically reviewed for revisions and any changes presented to the President for approval as required.

Standard 1300 requires the CAE to develop and maintain a quality assurance and improvement program
(QAIP) that covers all aspects of the internal audit activity. The QAIP includes internal assessments such
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as regular supervisor monitoring of projects and activities and a newly implemented internal team
member assessment of completed projects. External assessment includes a peer review to be conducted
at least every five years.

WSU'’s Office of Internal Audit has not had a peer review. A peer review is critical to ensure the
University’s Internal Audit function continues to meet its charge for the University. The Fiscal Year 2020
Audit Plan had included planning, budget and time, for a peer review, with a plan for at least two
reviewers from two different higher education institutions of similar size and form as WSU. Due to
pandemic and impacts to resources this did not occur. FY 2024 Audit Plan includes resources as part of
the Quality Assurance Improvement Program. During FY 2023 the office implemented an updated audit
system and moved to a cloud-hosted server. Efforts for quality improvement continue to be made in the
areas of streamlining audit processes for more efficient and effective audits and communication.

Internal Control Framework

The University follows the COSO control framework and its guiding principles in the establishment of
internal controls. The state of Washington has provided greater direction in the implementation of COSO
for state agencies within the revised (effective July 1, 2017) Chapter 20 of the State Accounting and
Administration Manual. Internal Audit strives to apply the COSO framework in tests of internal controls
and provide appropriate direction and guidance to individuals.
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INFORMATION ITEM #2

Fiscal Year 2023 Financial Statement Audit Update

(Brunelli/Skinner)

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

SUBMITTED BY:

Update on WSU Fiscal Year 2023 financial statement audit and
independent accounting firm contract extension

Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

BACKGROUND

INFORMATION: Through a competitive process, WSU selected Eide Bailly as the
independent firm for financial statement audits starting with the fiscal
year ended June 30, 2021. FY23 is the third year of contract. WSU will
exercise the option to extend the contract for two additional years.
WSU expects to complete the University’s FY23 financial statement audit,
along with the annual financial performance report, for review with the
Board at the January 2024 meeting.
Services performed by Eide Bailly for FY23 include:
e University-wide financial statements audit
o NCAA agreed upon procedures review
e Murrow College Northwest Public Broadcasting Corporation for

Public Broadcasting audit

e WSU Housing and Dining system audit
e Students Book Corporation audit

Finance and Administration Committee F-2

November 16-17, 2023
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INFORMATION ITEM #3

Amended Athletics Budget for Fiscal Year 2024 Approval

(Leslie Brunelli/Pat Chun)

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

SUBMITTED BY:

SUPPORTING
INFORMATION:

Athletics Budget for Fiscal Year 2024 Update

Pat Chun, Athletics Director
Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

The Board of Regents approved the Amended FY2024 Athletics budget in
September of 2023

Revenue

In ticket sales, early season projections indicated sales were on pace to
meet budget. However, in the back half of the season, WSU has seen
decreased demand and now forecasts a $600k shortfall to budget. WSU
Athletics continues to actively monitor the volatility of ticket sales. Final
sales forecasts are subject to variability influenced by the final home
games and WSU'’s ability to secure a bowl appearance. Conversely,
operational contributions are trending $25K higher in endowment
distributions and $5ok higher in operational support from the Foundation.
Furthermore, royalty revenue tied to licensing fees is trending $50k higher
than budgeted through first quarter reporting. Contracted sponsorships
and philanthropic contributions are currently on pace to meet budget,
though most donation activity will take place in the spring semester
during the football renewal season. All other auxiliary related revenues are
on pace to meet budget. Athletics remains actively engaged in revenue
generation strategies to increase revenue for FY2024.

Expense
Although it remains early in the reporting period, and minimal team travel

has occurred thus far, expenses continue to track towards budget through
four months of FY2024. Sport program expenses are a priority line item to
monitor, and Athletics continues the scheduled budget discussions with
each sport, respectively. Through the first quarter, labor is tracking to
budget, and rosters have returned to pre-COVID sizes, lowering financial
aid costs as anticipated. More details of fall sport travel and team related
expenses will be available for discussion by the January of 2024 Board of
Regents meeting. Athletics remains proactive in forecasting and
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anticipating potential impacts to current and future year budgets and will
update the Board of Regents and the Athletic Budget Oversight
Committee as information is available.

FY24 Budget Forecast as of October 31, 2023

Athletics Budget Projections FY24

REVENUES: Budget |Oct-23| Variance
Ticket Sales 10.3 9.7 (0.6) |a.)
Contributions/Endowments 11.4 11.5 0.1 b.)
NCAA/Pac-12 38.1 38.1 0.0
Royalties/Advert/Sponsor 4.2 4.3 0.1 c.)
Direct Institutional Support 2.4 2.4 0.0
Waivers/Student Fees 4.2 4.2 0.0
Other Revenue 8.8 8.8 0.0

Total Revenue 79.4 | 79.0 (0.4)

EXPENSES:

Compensation 30.3 30.3 0.0
Scholarships 12.9 12.9 0.0
Sport Programs 12.7 12.7 0.0
Marketing/Fund Raising 1.8 1.8 0.0
Debt Payments 10.0 10.0 0.0
Direct Admin/Dues 4.6 4.6 0.0
Other Expense 111 11.1 0.0

Total Expenses 83.4 83.4 0.0

|Net Income from Operations ‘ (4.0) | (4.4) | (0.4) |

*There may be minor differences in subtotals shown above due to rounding to dollars million.

a.) $600k revenue shortfall projected in ticket sales

b.) Projected surplus of $25k in endowment distribution and $50k in Foundation
operational support

c.) Projected $50k surplus in royalty licensing revenue

Finance and Administration Committee F-3
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Tuition Rates Current Proposed Change %Change
Undergraduate Resident $10,976 $11,305 -$329 3.0%
Undergraduate Non-Resident $27,052 $27,864 $812 3.0%
Undergraduate Resident Global Campus $10,976 $11,305 $329 3.0%

Underiraduate Non-Resident Global Campus $12,280 $12,648 $368 3.0%

Master of Nursing Resident

$17,752

$17,752

Graduate Resident $12,675 $13,055 $380 3.0%
Graduate Non-Resident $27,842 $28,677 $835 3.0%
Graduate Resident Global Campus $12,675 $13,055 $380 3.0%
Graduate Non-Resident Global Campus $12,675 $13,055 $380 3.0%

$0

0.0%

Master of Nursing Non-Resident

PharmD Resident

$33,224

$24,878

$33,224

$25,724

$0

$846)

0.0%

3.4%

PharmD Non-Resident

$30,104

$30,104

0.0%

DVM Resident $26,774 $26,774 $0 0.0%
DVM Non-Resident $62,378 $62,378 $0 0.0%
DVM 4th Year Resident $38,376 $38,376 $0 0.0%
DVM 4th Year Non-Resident $73,980 $73,980 $0 0.0%

ESF College of Medicine Resident

Mastersin Athletic Training — Resident

$13,074

$13,074 $0

0.0%

Mastersin Athletic Training — Non-Resident

$26,506

$26,506 $0

0.0%

The Applied Economics degree program is a self-sustaining program and
as such charges a per credit hour tuition rate. The current per credit rates
for 2023-2024 are shown below, along with the proposed rates for

academic year 2024-2025.

Tuition Rates Current | Proposed Change | %Change
Applied Economics $650 $667 $17 2.6%
Finance and Administration Committee F-4

November 16-17, 2023
Page 2 of 2



WASHINGTON STATE

UNIVERSITY

Y

FY25 Tuition Proposal

Leslie Brunelli, Executive Vice President for Finance and Administration & CFO

November 16, 2023



A

Tui

Legislature sets the cap for Undergraduate Resident rate increases

RCW 28B.15.067: Tuition for resident undergraduates may increase by no more than
the average annual percentage growth rate in the median hourly wage for Washington for
the previous fourteen years as the wage is determined by the federal bureau of labor
statistics

Regents can set rates for all other categories of students without limit

RCW 28B.15.067: The governing boards of the state universities may reduce or
increase full-time tuition fees for all students other than resident undergraduates,
including nonresident students, summer school students, and students in other self-
supporting degree programs.
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WSU Resident Undergraduate Tuition Rate Changes

Compared to Maximum Allowed

L
Allowed

201920 |  24%|  24%
202021 |  25%|  25%
20212022 |  28%|  25%
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Higher Education Price Index (HEPI)

CommonFund measures the HEPI based on average relative level of prices in a fixed basket of
goods and services purchased by colleges and universities each year, therefore more accurate
than the CPI for the higher education industry.

6.0%

5.0%

~ 4.4%

A
4.0%
3.0%
2.0%
1.0%
0.0%

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

source: Higher Education Price Index 2013-2023 reported through August, 2023 (Preliminary)

The factors that impact HEPI include:
Salaries for faculty, administration, and other employees | Fringe benefits | Utilities | Supplies and materials | Miscellaneous services
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UG and GRAD Tuition Rates for AY 23-24
with Proposed Changes for AY 24-25

Annual Tuition Rates Current | Proposed | $ Change |% Change
Undergraduate Resident $10,976 $11,305 $329 3.0%
Undergraduate Non-Resident $27,052 $27,864 $812 3.0%
Undergraduate Resident Global Campus $10,976 $11,305 $329 3.0%
Undergraduate Non-Resident Global Campus $12,280 $12,648 $368 3.0%
Graduate Resident $12,675 $13,055 $380 3.0%
Graduate Non-Resident $27,842 $28,677 $835 3.0%
Graduate Resident Global Campus $12,675 $13,055 $380 3.0%
Graduate Non-Resident Global Campus $12,675 $13,055 $380 3.0%

3% increase recommendation is based on expected undergraduate resident rate cap to be announced by Oct. 15

Rates shown are full-time annual rates for students enrolled in between 10-18 credits
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Professional Tuition Rates for AY 23-24
with Proposed Changes for AY 24-25

Annual Tuition Rates Current | Proposed| $ Change % Changﬁ
PharmD Resident $24,878 $25,724 $846 3.4%
PharmD Non-Resident $30,104 $30,104 $0 0.0%

Self- Sustaining Tuition Rates for AY 23-24
with Proposed Changes for AY 24-25

Per Credit Hour Tuition Rates

Current

Proposed

$ Change

% Chang_e

Applied Economics (per credit hour)

$650

$667

$17 2.6%
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Assumptions for FY25 Planning

Modest increase in first-year & transfer students, being mindful of
enrollment cliff

Slight decrease in overall enroliment due to continued impacts of large
graduating cohorts

Without rate increase, tuition projected to decrease $3.2 million over
projected FY24

With rate increase of 3%, tuition projected to increase $3 million over
projected FY24
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Next Steps - Tuition Rates

 Rate increase proposals to be vetted with students

and feedback gathered and provided to Regents
prior to adoption of rates

« January 2024 - Action Iltem on tuition rates

considered by the Board

« January 2024 — Future Action ltem on tuition rates

for the Elson S. Floyd College of Medicine

e March 2024 — Action Item on tuition rates for Elson

S. Floyd College of Medicine
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Next Steps — Student Fees

January 2024
* Housing & Dining Rates — Future Action
« Student S&A and Technology Fees — Future
Action

March 2024
* Housing & Dining — Action ltem
« Student S&A and Technology Fees — Action

ltem
May 2024
« Student S&A and Technology Fees — Action
ltem



FUTURE ACTION ITEM #2

WSU Foundation — Proposed Amendments to Investment Policy Statement

(Leslie Brunelli/Mike Connell)

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

PROPOSED:

SUBMITTED BY:

SUPPORTING

INFORMATION:

ATTACHMENT:

Proposed amendments to the Investment Policy Statement and Spending
Policy (Investment Policy Statement) for the Consolidated Endowment
Fund

That the Board of Regents approve the proposed amendments to the
Investment Policy Statement

Leslie Brunelli, Executive Vice President, Finance & Administration/CFO
Mike Connell, Vice President for Advancement & WSU Foundation CEO

The Investment Policy Statement applies to both University endowed
assets and Washington State University Foundation endowed assets,
collectively referred to in the Washington State University Foundation
Consolidated Endowment Fund (Fund).

The proposed changes seek to: (i) clarify the scope of the Investment
Policy Statement to include all institutional funds held for investment and
to exclude planned gift assets; (ii) recognize the WSU Foundation as the
principal entity for promoting, receiving, and managing private gifts and
support; (iii) require the Chair of the Board of Directors and the Chair of
the Investment Committee to appoint committee members jointly; (iv)
require the Chair of the Investment Committee to report at least annually
to the Board of Directors and the Board of Regents; (v) reference the
recently adopted Washington Nonprofit Corporation Act, RCW 24.03A;
(vi) allow waiver of 1.5% management and advancement fee at the joint
discretion of University President and Foundation CEO; and (vii) update
Appendices A (asset class allocations) and B (asset class benchmarks). A
few other revisions were made to sections without changing their
meaning.

The proposed amended Investment Policy Statement was reviewed by
the Foundation Investment Committee on May 30, 2023, and is
recommended to the Board of Regents for approval. The proposed
amended Investment Policy Statement was approved by the Foundation
Board of Directors at its October 13, 2023 meeting.

Consolidated Endowment Fund Investment Policy Statement (Draft
Redline Version)

Finance and Administration Committee F-5

November 16-17, 2023
Page 10of 1
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1. Purpose and Background

PURPOSES/ROLE: The Investment Committee, a standing fiduciary committee established
under the Restated Bylaws of the WSU Foundation, is responsible for investments,
reinvestments, and general management of all property and assets held for investment by
the WSU Foundation, excluding planned gift assets held in trust or agreement by the WSU
Foundation, and_including those University assets entrusted to the WSU Foundation for
investment management under contract with the University. This Investment Policy
Statement and Spending Policy (Investment Policy Statement) exly-applies to the endowed
assets of the WSU Foundation and University. ;and-noet-the planned-gift-assets-of the WSU
FEoundatien- The Investment Committee develops investment policies, to be presented to
the Board of Directors for approval, for investing capital of the WSU Foundation, along with
a consistent monitoring of investment performance and investment management, per its
Investment Committee Charter, as amended from time to time. A copy of the Investment
Committee Charter in effect on the date of this Investment Policy Statement and Spending
Policy is attached as Appendix D.

BACKGROUND:

Washington State University Foundation (WSU Foundation) was established as a
Washington nonprofit corporation in 1979. Itis recognized by the Internal Revenue Service
as a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code. The
WSU Foundation’s mission is to promote, accept, and maximize private support for
programs, initiatives, and properties of Washington State University (University), and
prudently manage, invest, and steward the assets entrusted to it by the University and its
alumni, friends, and donors. WSU Foundation is a separate and independent entity from the
University and is neither a state agency nor its functional equivalent.

The University has contracted with the WSU Foundation to be the principal sele entity for
promoting, receiving, and managing all private gifts to the University as set forth in the
Agreement between Washington State University and Washington State University
Foundation (“Agreement”). Pursuant to the Agreement, the WSU Foundation actively
solicits alumni and friends of the University on behalf of the University. Some donor’s gifts
are intended to create endowments. These endowments may be titled in the name of the
WSU Foundation or the University depending on the donor’s intent.

The Washington State University Foundation Consolidated Endowed Fund Investment
Policy Statement and Spending Policy applies to WSU Foundation assets held as
endowments as well as University endowed assets entrusted to the WSU Foundation for
investment management under the Agreement. These endowed assets are managed by the
WSU Foundation as part of the Washington State University Foundation Consolidated
Endowment Fund (Fund). The Fund is an institutional fund (as that term is defined in RCW
24.55.010(4)). There are two components to the Fund, reflecting the sources of the Fund'’s
corpus:

a. WSU Foundation’s endowed assets consists of permanent endowments, quasi-
endowments and funds building to target (the endowment is funded over a period
of time).

Washington State University Foundation Consolidated Endowment Fund
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b. University’'s endowed assets consists of permanent endowments, quasi-
endowments and funds building to target (the endowment is funded over a period
of time).

Distributions from the Fund are made quarterly in accordance with the spending policy, set
out in Section 4.1.1 hereof and mutually agreed upon by the Directors and the Regents.
Furthermore, the Committee shall report, at least annually, to the Directors, the Regents,
and University administration the investment performance against benchmarks.

The WSU Foundation Board of Directors (Directors) are fiduciaries for the WSU
Foundation’s endowed assets. The Washington State University Board of Regents (Regents)
are fiduciaries for the University’s endowed assets. Pursuant to the Agreement, and subject
to this policy, the Directors, the WSU Foundation, and the WSU Foundation Investment
Committee (Committee), as appropriate, are responsible for the investment and
management of the WSU Foundation’s endowed assets and the University’s endowed assets.

COMPOSITION/APPOINTMENT/REPORTING:

The Investment Committee is comprised of at least seven (7), but not more than eleven (11)
appointed members (voting) and select ex officio members (non-voting). The Regents
appoint two (2) of these voting members, one a member of the Regents, the other a Regent
or a volunteer with investment expertise and experience selected upon consultation with
the Committee, subject to notice to the Directors. These members serve a one-year (1-year)
renewable term upon appointment by the Regents. The other Committee members are
appointed_jointly by the Chair/President of the Board of Directors and_the Chair of the
Investment Committee; are selected from Board members or volunteers with investment
expertise and experience upon consultation with the Committee, and subject to_approval of
the Directors and notice to the Regents. These members serve a four (4) year term
renewable upon appointment by the Chair/President of the Board of Directors_and the
Chair of the Investment Committee. Ex officio (non-voting) seats are designated by the
Directors pursuant to the Charter and shall always include at least one (1) University
representative and one (1) Audit Committee Member. As of the date of the adoption of this
Investment Policy, the Chief Financial Officer and Executive Vice President for Finance and
Administration (CFO/EVPFA) of WSU, the CEO of the WSU Foundation, and the Chief
Financial Officer of the WSU Foundation or their designee are ex officio members of the
Investment Committee. The Committee Chair must be a Director. The Chief Financial Officer
of the WSU Foundation or their designee serves as Secretary to the Committee. Investment
policy and guidelines, as well as performance against benchmarks shall be reported by the
Committee Chair, at least annuallyguarterly, to the Board of Directors, and the Board of
Regents of the University and University administration.

2. Allocation of Responsibilities

This section describes and delineates the responsibilities of the key parties to the Fund’s
investment process. The Directors and the Regents, as the governing boards for the WSU
Foundation and the University, respectively, have a responsibility to set investment and
spending policy with respect to the endowed assets of each entity in the Fund, and to review

Washington State University Foundation Consolidated Endowment Fund
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and approve any changes thereto. Management and investment of the Fund may be
delegated to the extent that the WSU Foundation and/or the University may prudently
delegate under the circumstances. In delegating, the Directors and the Regents shall act in
good faith and with the care that an ordinarily prudent person in a like position would
exercise under similar circumstances.

The responsibilities identified in this section and elsewhere in this policy delineate the
scope of the respective delegations by the Directors and the Regents, and the authority
retained.

2.1 Governing Boards - Board of Directors (WSUF) and Board of Regents (WSU)
2.1.1 Directors WSU Foundation

The Directors provide performance accountability, membership oversight, and governance
evaluation for the Committee. The Directors’ responsibilities are to:

a. Approve the Investment Committee Charter, annually.

b. Approve the Investment Policy Statement, and changes to the Investment Policy
Statement as it relates to the WSU Foundation endowed assets.

c. Assess Fund performance against annual goals.

d. Review and approve final Directors-appointed candidates for open positions on the
Committee, as recommended by the Committee, including additional ex officio
members, Committee Chair, and Committee Vice Chair.

e. Annually review the operational performance of the Committee and its members.

f. Review member de-selection recommendations as submitted by the Committee
Chair, approve de-selection recommendations of Directors-appointed members, and
forward de-selection recommendations of Regents-appointed members to Regents
for approval. De-selection does not include normal end-of-term roll-off of members.

g. Maintain “best in class” operations by periodically assessing Committee
performance and evaluating changes in: the roles and responsibilities of Committee
and staff; the structure and composition of the Committee; the characteristics and
qualifications of Committee Chair and members; and the Committee support model.

h. Address problems with Committee operations as they arise.

i. Identify a group of higher education institutions where the WSU Foundation can
benchmark its results with endowments similar in size.

2.1.2 Regents WSU
The Regents’ responsibilities are to:

a. Approve the Investment Policy Statement and changes to the Investment Policy
Statement as it relates to University endowed assets.

Washington State University Foundation Consolidated Endowment Fund
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b. Review and approve Regents-appointed Committee members.

c. Annually review the operational performance of the Fund and the actions of the
WSU Foundation, its Directors, and the Investment Committee in their role as
manager of University endowed assets in order to monitor performance and
compliance with the scope of the delegation of management of University endowed
assets.

d. Review and approve de-selection recommendations from the Committee of Regents-
appointed members. De-selection does not include normal end-of-term roll-off of
members.

2.2 WSU Foundation Investment Committee

2.2.1 Duties

The Investment Committee is responsible for implementation of this Investment Policy
Statement, and for investing capital, monitoring and reviewing investment performance,
establishing appropriate benchmarks, and investment management. It may delegate
fulfillment of investment and administrative tasks to others. The Committee’s
responsibilities with respect to the Fund’s assets include completing each of the duties
below in a prudent manner:

a. Exercise ordinary business care and prudence under the facts and circumstances
prevailing in managing and investing the assets of the endowment. Specific factors
guiding the Committee in managing and investing the assets are:

1. General economic conditions;

2. Effects of inflation and deflation;

3. Expected tax consequences of investment decisions;

4. Role of each investment in fund portfolio;

5. Expected total return from income and growth of investments;
6. Other University resources;

7. Needs for the fund to make distributions and preserve capital;

8. An assets special relationship or special value to the University’s mission;

9. To incur only costs that are appropriate and reasonable in relation to the Fund’s
assets;

10. Make reasonable effort to verify facts relevant to the management and
investment of the Fund; and

11. Annually review Investment Policy Statement and Spending Policy.

Washington State University Foundation Consolidated Endowment Fund
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Act in good faith and with the care that an ordinarily prudent person in a like
position would exercise under similar circumstances in delegating management and
investment of the Fund to an external agent in:

1. Selecting the agent;

2. Establishing the scope and terms of the delegation; and

3. Reviewing and monitoring the agent’s performance.

Act in good faith and with the care that an ordinarily prudent person in a like
position would exercise under similar circumstances in making decisions to
appropriate for expenditure or accumulate Fund assets, taking into consideration:

1. Duration and preservation of the endowment fund;

2. Purposes of the University and the endowment fund;

3. General economic conditions;

4. Possible effect of inflation or deflation;

5. The expected total return from income and the appreciation investments;

6. Other resources of the University

7. This Investment Policy Statement.

Comply with all applicable state and federal laws, regulations, and rulings that relate
to the Fund’s investment management process.

Recommend Investment Policy Statement and Spending Policy changes to the
Directors and the Regents.

Operate within the allocation ranges of the Investment Policy Statement.

Establish and review objectives, asset allocation, and guidelines for the investment
of the Funds’ assets.

Establish and comply with policies addressing issues that may result in perceived or
actual conflicts of interest (including but not limited to relationships with
investment managers or other firms doing business with the Fund and receipt of
gifts or entertainment above a certain dollar value from firms doing business with
the Fund) and other governance issues.

Select qualified external investment managers to manage the Fund’s assets.

Select other service providers it deems appropriate to carry out its function,
including, but not limited to, independent investment consultant(s).

Washington State University Foundation Consolidated Endowment Fund
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2.3

Meet quarterly to evaluate policy compliance, review progress in achieving the
Fund’s goals, and assess the effectiveness of the investment program.

Evaluate the Fund’s performance and the performance of the professionals hired to
assist the Committee in managing the Fund’s investment program.

Communicate on a regular basis with the investment consultant.

Periodically review and evaluate ongoing understanding and relevance of
investment policies of commingled funds in which Fund assets are invested.

Take appropriate action if objectives are not being met or if policy and guidelines
are not being followed.

Keep the Audit Committee informed of any laws, regulations, rulings or investment
decisions that might affect the annual audit of the WSU Foundation.

Keep the Finance Committee informed of any changes to the spending rate
applicable to the endowed Fund.

Chair of the Committee

The Chair of the Investment Committee shall be a member of the Board of Directors.

The Chair is responsible for the following duties:

a.

Provide leadership in the conduct of Committee responsibilities and preside at
Committee meetings.

Report Committee activities and actions and Fund performance at meetings of the
Directors and the Regents.

Communicate on behalf of the Committee, as the Committee speaks with one voice
through the Chair.

Manage the Committee member performance review and de-selection process.
Participate in new member orientation sessions.

Collaborate with the WSU Foundation’s CFO or their designee on developing
meeting agendas and meeting locations.

2.4 WSU Foundation CFO

The WSU Foundation CFO or their designee is responsible for the following duties:

a.

Assist the Committee in maintaining relevant policies and procedures.

b. Coordinate contract reviews and execution.

C.

Day-to-day relationship management of investment program service providers.

Washington State University Foundation Consolidated Endowment Fund
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2.5

Act as liaison between the Committee and investment program service providers.

Execute asset allocation and rebalance upon consultation with the investment
consultant and Chair, as needed.

Provide direction letters to the investment managers, bank custodian, and
consultant.

Determine liquidity needs and communicate same to appropriate service providers.
Provide reports to internal and external constituencies as required.

Develop meeting agendas and collaborate with Committee Chair and appropriate
service providers, as needed.

Provide orientation to new Committee members.

Custodian Bank

Fund assets will be held by an institution designated as the Custodian Bank to whe-shall
manage, control, and collect the assets of the Fund in accordance with the terms of a
separate custodial agreement as well as the terms of this Investment Policy Statement. The
custodian bank for the Fund is responsible for:

2.6

a.

Fulfilling all the customary fiduciary duties of a custodian in accordance with
applicable state and federal laws.

Receiving all contributions and paying all disbursements and Fund expenses as
directed by designated and authorized Sstaff.

Safekeeping of assets, timely settlement of securities transactions, and the daily
sweep of excess cash from manager accounts into suitable cash management

vehicles.

Accurate and timely reporting of the assets to Sstaff by individual manager
account(s), investment pool, and total Fund.

Coordinating asset transfers as requested by Sstaff.
Meeting with Sstaff as requested.

Investment Managers

The manner in which the Funds’ investment objectives are to be accomplished and the
account ability of the investment managers in seeking to achieve the investment objectives
shall be consistent with the fiduciary provisions of RCW_24.03A, Washington Nonprofit
Corporation Act, and RCW 24.55, and-the Prudent Management of Institutional Funds Act,

and other pertinent state and federal laws, regulations, and rulings that relate to the
investment process.
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The investment managers are given full discretionary authority to accomplish specific
investment objectives of the Fund, subject to the guidelines set forth in this Investment
Policy Statement. The investment managers are responsible for the following:

a.

b.

d.

€.

Implementing investment strategy according to the style for which they were hired.
Implementing security selection and timing decisions.

Providing reports and data as requested by the Committee, Sstaff, bank custodian,
and/or investment consultant.

Meeting with the Committee and Sstaff as requested.

Voting proxies.

Investments in pooled funds shall be subject to the Investment Policy guidelines established
by the respective fund managers.

2.7

Investment Consultant

The Investment Consultant is responsible for the following:

a.

b.

Assist the Committee and Sstaff in maintaining a relevant investment policy.
Evaluate and report performance of Fund assets on a quarterly basis.

Monitor and report any material changes in personnel, organization, or investment
strategy of the Funds’ investment managers.

Proactively suggest improvements to the Funds’ investment program.
Identify appropriate investment manager candidates.
Provide investment expertise and analyses, as needed by the Committee and Sstaff.

Establish and regularly review manager structure guidelines for the Fund’s
components.

Keep the Committee informed of current investment trends, issues, and material
changes in the regulatory environment.

Evaluate investment opportunities.
Recommend asset allocation and manager allocation targets.
Recommend asset manager finalists.

Annually, provide results of selected benchmark schools for the Committee to track.

Washington State University Foundation Consolidated Endowment Fund
Investment Policy Statement 11




3.

Investment Objectives

The investment objectives of the Fund reflect its long-term nature and intergenerational
equity concerns. It is recognized that the desire to grow corpus and to produce a large,
stable, and predictable payout stream involves trade-offs that must be balanced in
establishing the investment and spending policies. Operating and philosophical
considerations shape the Fund’s objectives as outlined below:

a.

b.

31

Produce a relatively predictable and stable payout stream each year.
Maintain purchasing power of the assets over the investment horizon.

Balance the support of present and future generations of students, faculty, facilities
and programs.

Include assets that provide inflation protection and assets that can drive long-term
growth.

Total Fund Return Objectives

The Fund has multiple investment return objectives:

a.

The long-term total rate of return should equal or exceed the endowment spending
rate (5.5% as of the date of adoption of this Investment Policy Statement, consisting
of 4.0% for donor restricted purposes and 1.5% for WSU Foundation management
fee) plus the increase in the Consumer Price Index. It is recognized that in order to
achieve this objective over extended periods, endowments have had to exceed the
objective substantially during some periods, such as the 1980s, in order to
compensate for shortfalls during other periods, such as the 1970s and 2000s.

The Fund is expected to produce a rate of return that at least matches that of the
benchmarks, which are set out in Appendix B. Investment policy and benchmarks in
Appendix B are subject to change with approval by the Directors upon consultation
with the Committee, its Investment Consultant and Sstaff. Risk (as measured by
standard deviation of quarterly returns) should not exceed that of the Policy
Portfolio without a corresponding increase in performance above the Policy
Portfolio.
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3.2 Investment Strategy Objectives

Achieving these objectives requires a combination of investment strategies that are
categorized by differences in their expected response to economic conditions, specifically
price inflation or changes to interest rates, and weighted in the Fund by considering risk-
adjusted returns and correlations. Broad categories considered in asset allocation are:
domestic equities, international equities, alternative investments (private equity, private
real assets, hedge funds, managed futures, commodities and derivative contracts), inflation
hedge strategies, and fixed income.

The Directors and the Regents recognize that asset allocation decisions are the most
important factors determining the long-term performance of the Fund, and the success of
the investment management strategy. Asset allocation decisions shall be made by the
Directors and the Committee as described herein. The Fund’s allocation to equities and
fixed income and alternative investments shall be approved by the Directors with input
from the Committee, its Investment Consultant, and Sstaff based upon the current spending
policy and estimates of the long-term investment performance likely to be achieved by the
various asset classes and investment styles.

Appendix A sets out the current target and minimum and maximum investment by
percentage for identified asset classes. Appendix A is subject to change with approval by
the Directors upon consultation with the Committee, its Investment Consultant, and Sstaff.
The Committee Chair shall inform the University of any changes to Appendix A within ten
(10) days of approval of the change. Operating and philosophical considerations that shape
the Fund’s strategies are outlined below:

a. Seek growth of assets by emphasizing equity investments with a mix of active and
passive investment strategies, while avoiding excessive risk levels.

b. Favor active investment strategies that offer the opportunity for the total portfolio
to outperform in very poor markets and some opportunity for the total portfolio to
participate in exceptionally strong markets.

c. The acceptable risk profile for the Foundation should generally be to assume the
lowest possible risk for the return goal desired. While negative returns in any single
year may be unavoidable, over longer terms, asset allocations should be selected
which are expected to achieve overall positive portfolio returns. In order to assess
and monitor portfolio risk, the Investment Committee will review its asset allocation
policy and asset allocation at least annually. Risk can be construed to include
multiple different outcomes including loss of principal, failure to meet an expected
return, or volatility of investment returns around an expected mean (standard
deviation). The Investment Committee’s policy regarding investment risk,
consistent with modern portfolio theory, is that risk cannot be eliminated but
should be managed. Investment committee members, with the help of the External
Investment Manager and investment managers, are responsible for understanding
the risks inherent in various investment strategies, ensuring that they are properly
compensated for these risks, and measuring and monitoring them. It should be
considered in the hiring of new investment managers as well as in the continued
monitoring of existing investment managers and the overall portfolio. Risk should
also be considered in the selection of individual asset classes and the overall
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portfolio asset allocation. Most importantly, the level of overall portfolio risk taken
should be consistent with the overall return objectives of the Foundation.

3.3 Domestic Equities

The purpose of holding domestic equity securities is to provide long-term capital growth
through participation in the growth of the U.S. economy. The objective of the domestic equity
portfolio is to earn, over the long term, an average annual total return, net of fees, that at
least matches that of the Dow Jones U.S. Total Stock Market Index.

3.4 International Equities

The purpose of holding international equities is to expand the universe of capital growth
opportunities and diversify economic risk. The objective of the international equity
portfolio is to earn, over time, an average annual total return, net of fees, that at least
matches that of the MSCI All Country World ex-U.S. Index.

3.5 Alternative Assets - Private Equity

The purpose of investing in private equity partaerships (including venture capital and
leveraged buyouts limited—partnerships) is to expand the universe of capital growth
opportunities, with the potential to enhance the return of the portfolio, by investing in the
non-public sector of the equities market. The objective of the private equity portfolio is to
earn, over the long term, an average annual total return, net of fees, that exceeds the Burgiss
Global Private Equity Index or such other private equity benchmark, as might be
appropriate.

3.6 Alternative Assets - Hedge Funds

The purpose of investing in hedge funds is to enhance diversification by providing returns
that are not dependent on the direction of the stock market or interest rates and are less
correlated with the U.S. equity and bond markets than conventional stock and bond
managers. The objective of the hedge fund portfolio is to earn, over the long term, an
average annual total return, net of fees, that exceeds Hedge Fund Research, Inc. Fund of
Funds Composite Index.

3.7 Alternative Assets - Real Assets

The purpose of investing in real assets (including real estate and natural resources
partaerships) is to provide attractive returns, visible current cash flows, portfolio
diversification, and a hedge against unanticipated inflation. Real assets are expected to
provide relative stability to the Fund during periods of public market turmoil and provide a
measure of protection against inflation. The objective of the inflation hedge is to earn, over
the long term, an average annual total return, net of fees, that exceeds a custom real assets
benchmark (consisting of illiquid real estate, liquid and illiquid natural resources and TIPS).

Washington State University Foundation Consolidated Endowment Fund
Investment Policy Statement 14




3.8 Inflation Protected Fixed Income

The purpose of investing in inflation protected fixed income (TIPS) is to provide visible
current cash flows, portfolio diversification, and a hedge against unanticipated inflation.
TIPS are expected to provide relative stability to the Fund during periods of public market
turmoil but tend to impose a drag on performance during bull markets. The objective of
TIPS is to earn, over the long term, an average annual total return, net of fees, that at least
matches that of the Bloomberg Barclays Capital U.S. TIPS Index

3.9 Fixed Income

The purposes of the fixed income investments are to provide some protection against
financial disruptions and periods of deflation, to provide higher current income than
equities to help meet the spending requirements, and to mitigate the volatility of the Fund.
The objective of the fixed income portfolio is to earn, over the long term, an average annual
total return net of fees that at least matches that of the Bloomberg Barclays Capital
Aggregate Bond Index.

4, Policy Guidelines

4.1 Spending Policy/Rebalancing/Cash Flow Management

In rebalancing, investing, or withdrawing cash in accordance with these provisions, the
percentages specified shall be determined with reference to the market values set forth in
the most recent bank custodian balances when available and taking into account the cash to
be invested or withdrawn.

4.2 Spending Policy

Funds flow from the Fund to the University for the purposes specified in the donor
agreements or governing gift instruments and to the WSU Foundation for operating support
(Spending Policy). The Fund sSpending pPolicy is intended to balance the competing goals
of providing a stable payout stream each year with while maintaining the purchasing power
of the Fund assets. The Spending pPolicy takes into consideration the following factors:

e Duration and preservation of the Fund;

e Purposes of the University and the Fund;

o Possible effect of inflation or deflation;

e Expected return from income and appreciation of investments;
e Other University resources; and

e The Fund Investment Policy Statement.

a. Withdrawals shall be made from the Fund only pursuant to theis sSpending pPolicy
and in consideration of the factors listed in Section 24.2 of theis sSpending pPolicy
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regarding appropriation of Fund assets for expenditure or accumulation of Fund
assets.

b. The sSpending pPolicy is for the Fund to distribute 5.5% per year. Individual
accounts shall receive; 4.0% pursuant to the terms in the gift use agreement or gift
instrument, with 1.5% for Management and Advancement fees; from all funds in the
pool.

c. Distributions are computed quarterly based on the average market value for the
thirty-six (36) months preceding and including the quarter ended prior to the
distribution date, adjusted for new gifts on the first day of the distribution quarter,
hereinafter referred to as the “distribution calculation.”

d. Distribution calculations shall begin when the fund reaches the established
minimum endowment level or target balance specified in the gift instrument.

e. Distributions from the Fund will be computed quarterly based on the average
market value for the thirty-six (36) months preceding and including the quarter
ended prior to the distribution date. (For example, the September 30, 2009,
distribution was based on monthly market values for the period July 31, 2006,
through June 30, 2009).

f. No distributions will be made from an individual endowment fund to a program,
until it has reached the established minimum endowment level or the target balance
specified in the gift instrument and at least one (1) full quarter investment history
after reaching that threshold balance.

g. Distribution of the 1.5% Management and Advancement fee for administration cost
shall only be waived pursuant to the terms in the gift used agreement_or at the
discretion of the University President and WSU Foundation CEO.

h. Fund distributions will include cash-basis expenses for scholarships, instructions,
professorships, capital, operating, and administrative costs of the WSU Foundation
and University. Investment-related expenses (e.g., investment manager and
investment consultant fees, custody charges, etc.) will be charged against the Fund'’s
investment return; and are not considered a part of the 5.5% annual distribution.

i. In addition to annual reviews, if the Fund’s real return (nominal return minus CPI)
falls below 5.5% over the previous three-year (3-year) rolling time period, the
Investment Committee should review and make a recommendation to the Directors
and Regents in the next reporting cycle for purposes of determining whether to revise
the rate.

j.  Market downturns present a particular challenge in balancing the goals of a stable
payout stream and maintaining purchasing power. In a market downturn,
individual endowment funds may have a market value that is less than the corpus
(principal) of the fund; such a fund is defined to be “underwater” for purposes of
this policy. A distribution from an underwater fund results in a reduction of
principal. The decision to distribute or not distribute from an underwater fund
depends initially on the donor’s expressed written instructions. If the donor
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specifies that the principal (corpus) may not be invaded, or places other restrictions
on spending, then distributions from that fund shall be made in accordance with the
donor’s restrictions. For all other funds, distributions shall be made consistent
with the prudence principles herein and as stated in RCW 24.55 (UPMIFA), with an
emphasis on the duration of the fund. All determinations herein shall be made
based on fund values on the end date of the distribution calculation period, e.g., the
value of the given fund on the quarter ended prior to the distribution date.

k—NeNo Distributions shall be made shall-be-made-te from any individual endowment
fund whese_having a market value is_of 30% or more below_the total amounts
contributediens to the fund. -

4.3 Rebalancing/Cash Flow Management

Rebalancing and cash flow management will be made in amounts and proportions intended
to preserve the asset allocation targets set forth in attached Appendix A.

Rebalancing will be undertaken when the allocations fall outside of the ranges specified in
Appendix A. The Investment Consultant should recommend to the Sstaff, Chair of the
Committee or Committee any portfolio changes, as appropriate. The staff will execute the
rebalancing process through written instruction to the Fund’s custodian and investment
managers.

4.4 Usage of Derivatives

The Committee recognizes that investment managers have come to use various derivative
instruments and that the prudent use of such instruments can be advantageous for
controlling portfolio risk, increasing returns, implementing strategies quickly and reducing
costs. Accordingly, the Committee permits the use of derivative securities only in a manner
consistent with the overall investment objectives and policies described herein.

441 Derivatives may be used by the WSU Foundation’s investment managers to
hedge existing portfolio investments (e.g., to hedge the currency risk of a foreign stock
or bond position) or to create un-leveraged investment positions as a more efficient and
cheaper alternative to investments that would otherwise be made in the cash market
(e.g., purchasing Treasury bond futures contracts). Derivatives may not be used by
marketable securities managers to leverage a portfolio or significantly increase its risk
above that of an account with similar objectives that is managed without derivatives.
Use of derivatives by a manager, other than as described in this paragraph, is permitted
only if authorized by the Committee. This provision does not apply to investments with
absolute return or hedge fund managers.

4.4.2 The Committee expects that its investment managers utilizing derivatives
will have in place processes and procedures to control and measure risk.

4.5 Proxy Voting
The Committee acknowledges its responsibility for seeing that the proxy voting rights for

securities held by the Fund are exercised in a prudent manner and in the best interests of
the Fund beneficiaries. The Committee may delegate their proxy voting rights to the
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investment managers of the Fund, or to another qualified agent that acknowledges that it
will function as a fiduciary with respect to exercising proxy voting rights. Any such third
party shall provide a complete listing, no less frequently than annually, of the issues for
which proxies were voted and how the votes were cast. Proxy voting responsibilities have
been delegated by the Committee to the investment managers.

4.6 Securities Lending

The Committee may allow for the lending of Fund securities, to earn additional income for
the Fund, pursuant to a securities lending policy that is consistent with the investment
objectives of the Fund. The Committee may delegate securities lending activities (including
the management of collateral received for the borrowed securities) to a qualified securities
lending manager that acknowledges that it will function as a fiduciary with respect to the
lending of Fund securities (and the management of collateral received) to the extent that
the securities lending manager exercises discretionary authority under the securities
lending agreement. Any such third party shall provide a complete accounting, no less
frequently than annually, of the lending activities and income earned by the Fund.

4.7 Cougar Investment Fund

The Directors and Regents deemed it prudent to allocate a one-time amount of one million
dollars ($1,000,000) from the Fund to the Cougar Investment Fund (CIF). The CIF is
managed by students as the central component of a special section of an approved professor
of Investments and Portfolio Theory and Risk Management classes. The portfolio is subject
to risk controls, oversight, and reporting guidelines specified in a separate Memorandum of
Understanding. In addition to providing the Fund with organizational diversification within
the large cap core U.S. equity portfolio, the CIF provides valuable experience to the students
in applied securities analysis and portfolio management and enhances the University’s
ability to attract and retain quality, high-achieving students.

4.8 Conflicts of Interest

No Committee member should be placed in a conflict of interest position.

All persons responsible for investment decisions, including Committee members, or who
are involved in the management of the WSU Foundation or who are consulting to, or
providing any service whatsoever to the Committee, shall adhere to the WSU Foundation
Conflicts of Interest Policy, attached as Appendix C. Updated policy attached.

This provision shall not preclude the payment of ordinary fees and expenses to the WSU
Foundation’s custodian(s), investment managers, or Investment Consultant in the course of
their services on behalf of the WSU Foundation.
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Further, this provision does not replace obligations under the Washington State Ethics Act,
which applies to all state officers and state employees.

5. Monitoring of Objectives

5.1 The Committee will normally review the Fund’s asset allocation, manager team, and
performance at least quarterly in order to evaluate diversification and progress toward long-
term objectives, and will direct the CFO of the WSU Foundation or their designee to make
such review, or have such review made by a consultant with appropriate expertise, each
quarter. While short-term results will be monitored, it is understood that the objectives for
the Fund are long-term in nature and that progress toward these objectives will be evaluated
from a long-term perspective (i.e., 20 years or longer).

5.2 Each manager’s performance will be evaluated against an appropriate passive index and
the median return of an appropriate universe of institutional quality managers or funds as
determined by the Committee. The Committee will evaluate each manager periodically in
order to establish that the factors that initially led to performance expectations remain in
place and that each manager's philosophy is appropriate for the Fund's overall objectives.

5.3 At its sole discretion, the Committee may terminate any manager at any time if it
determines for whatever reason that the manager is no longer appropriate for the Fund.

5.4 The Investment Consultant acting on behalf of the Committee shall provide each
manager of a separately managed account with a set of mutually agreed-upon guidelines.

5.5 The Committee may invest in a commingled fund (e.g, a mutual fund or limited
partnership agreement), provided that the policies of such fund are consistent with this
Investment Policy. The Committee will periodically review the policies of any commingled
fund investment in order to determine if they remain appropriate for the Fund.

5.6 The Committee shall have prepared and shall review, on a quarterly basis, an
investment performance report setting forth the asset allocation of the Fund and the
investment returns by asset class, manager, and for the total Fund. The returns shall be
calculated on a time-weighted basis, net of manager fees, for the most recent quarter for
which data are available and any other periods that the Committee may select and shall
include fiscal-year returns when such data are available. The Committee will use the short-
term performance data to monitor the Endowment Fund and the managers for consistency
of investment philosophy, returns relative to performance benchmarks, and volatility of
returns.

5.7 The Committee, through the Investment Consultant and Sstaff, shall have regular
communication with the managers of actively managed accounts concerning investment
strategy and outlook.

5.8 The Chair of the Committee shall notify the Chair of the Directors and the Chair of the
Regents immediately upon becoming aware of the occurrence of any event that might
preclude the Fund from achieving its long-term investment objective.
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6.

Communications and Reporting

6.1 Chair of the Committee

Annually, the Chair will:

a.

b.

Distribute forms and compile performance reviews of Committee members;

Summarize and report overall Committee performance to Directors and Regents
with recommendations for changes in Committee membership (de-selection) as
needed.

Present a report to Directors and Regents summarizing the Fund’s asset allocation
as of the end of each fiscal year, performance for the fiscal year and other periods
then ended, and any significant actions taken by the Committee during the fiscal
year.

Meet with Directors and Regents, or duly authorized subcommittees thereof, to
review and discuss Fund performance, investment strategy and strategy changes, and
Committee member performance. Additional meetings may be held as needed.

6.2 WSU Foundation Staff

Promptly after adoption or approval, Sstaff will:

a.

b.

6.3

Provide copies of Committee meeting minutes to the members.

Provide copies of recommended amendments, additions, or deletions to this
Investment Policy Statement and Spending Policy to Directors and Regents.

Investment Managers

Immediately, each investment manager will report, in writing:

a.

Any and all material changes in the firm’s ownership, management, investment
personnel, and investment style and approach.

b. Any occurrences of material litigation or regulatory investigation.

Quarterly, each investment manager will:

a.

Provide a report to the CFO of the WSU Foundation on Fund assets and
performance. The report is to show a list of current holdings at cost and market,
transactions occurring during the quarter, capital gains and losses, a summary of the
investment performance of the account (on a time-weighted basis, both gross and
net of fees) and the use of derivatives. Separate account managers will include a
reconciliation of the Fund'’s custodian statements to the manager’s records.
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Annually, each equity investment manager will provide the Investment Consultant and CFO
of the WSU Foundation:

a. A report on the various transaction charges incurred on behalf of the Fund. The
report shall indicate the number of shares traded, brokerage firms used, total
trading costs, and cost per share.

b. Present a copy of proxy voting policies and report on the manner in which proxies
were voted.

6.4 Investment Consultant
On a quarterly basis:

a. Provide the Committee with performance reports detailing the performance of
individual managers, asset classes, and the total Fund, including relevant
performance standards and assessment of managers’ continued appropriateness for
inclusion in the Fund’s investment program.

On an annual basis:

b. Provide the Committee with any recommended changes needed to this Investment
Policy.

c. Participate in the Committee’s annual planning process.

d. Provide an appropriate peer group fee analysis.

7. Evaluation and Review

7.1 Evaluation

Investment management of the Fund will be evaluated against the Fund’s investment
objectives and investment performance standards. Performance and investment policy
compliance will be measured and evaluated no less than quarterly by the Committee and
annually by the Directors and the Regents. Performance will be evaluated on a long-term
basis, in light of the investment environment and investment style of each manager.
Evaluation will take into consideration both rates of return and volatility of returns, as well as
the consistency and discipline with which each manager or limited partnership applies its
investment strategy.

This Investment Policy Statement will be evaluated at least annually by the Committee, with
input from the investment managers, Investment Consultant, and Sstaff, to ensure its
continuing relevance. The Chair of the Committee, through coordination with Sstaff, will
forward recommendations for change to this Investment Policy Statement to the Directors and
the Regents.
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If at any time in review of this Investment Policy Statement the Directors and the Regents elect
to have differing investment or spending policies, each entity shall separately adopt a new
policy and the Consolidated Endowment Fund shall be divided into two funds, one holding
University endowed assets and another holding WSU Foundation endowed assets. Each entity
will diligently pursue such division and ensure that it occurs in a timely, reasonable, and
prudent manner. Upon completion of the division, each fund shall be managed in accordance
with the new investment and spending policy for that fund by the entity (ties) so designated in
the new policies.

Investment management fees will be compared to an appropriate universe, supplied by the
investment consultant, on an annual basis.

Each investment manager will meet at least annually with the Investment Consultant to review
the investment performance of the Funds’ assets allocated to that investment manager, discuss
current and expected changes in investment strategy, discuss any changes in personnel and
investment philosophy, and discuss the firm’s business plan and any litigation or regulatory
issues.

The Investment Consultant will meet with the Committee quarterly to review performance and
discuss investment program issues.

The Investment Policy Statement and Spending Policy will be reviewed annually and updated
as necessary by the Investment Committee.

7.3 Authorities & Limitations

10-13-23—_:Resolution 10-13-23-06 XX, Approval of
UpdatedRevised Investment Policy Statement and Spending Policy

10-21-21: Resolution 10-21-2021-03, Approval of Revised Investment Policy Statement.
Updates the Committee Charter.

9-26-13: Resolution 9-26-13-03 Updates the Committee Charter.
10-20-11: Resolution 10-20-11-03 Updates the Committee Charter.
10-08-04: Resolution 10-8-04-5 authorizes creation of the Investment Committee

10-6-04: Creating of an Investment Committee is contemplated by the Restated Bylaws of
Washington State University Foundation (Bylaws effective 10/06/04.)
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APPENDIX A

ASSET CLASS MINIMUM TARGET MAXIMUM
Growth Assets 404% 550% 660%
U.S. Equity 142% 1815% 22118%
International Equity 1416% 1726% 2024%
Private Equity 162% 2015% 2418%
Risk Reduction Assets 21%24% 2630% 31%36%
Cash 0% 2% 4%
Short Duration Fixed Income 2% 4% 6%
U.S. / Global Fixed Income 38% 510% 72%
Hedge Funds 1216% 1520% 1824%
Inflation Protectioned Assets 156% 1920% 234%
U.S. TIPS 24% 45% 6%
Real Assets 12% 15% 18%
Total 100%
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APPENDIX B

ASSET CLASS

Growth Assets
U.S. Equity
International Equity

Private Equity

Risk Reduction Assets

Cash

Short Duration Fixed Income

U.S. / Global Fixed Income

Hedge Funds

Inflation Protectioned Assets
U.S. TIPS

Real Assets

BENCHMARK

Dow Jones U.S. Total Stock Market Index

MSCI ACWI ex U.S. Index

Burgiss Global Private Equity Index

90 Day U.S. Treasury Bill

Bloomberg Barelays-Capital U.S.Asgregate-1-3 Years
Government/Credit Bond Index

Bloomberg Barelays-Capital-U.S. Aggregate Bond Index

Hedge FundResearehIne-HFRI Fund of Funds
Composite Index

Bloomberg Barelays-Capital-U.S. TIPS Index

Custom Real Assets Benchmark
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APPENDIX C

Conflicts of Interest

Statement & Certification

Introduction

This policy is designed to help members of the Board of Directors (“Directors”) and members of
standing committees (Audit, Operations, Investment, Gift Acceptance and Management, and
Nominating) of the Washington State University Foundation (“Committee Members”) identify
situations that present potential conflicts of interest and to emphasize the importance of adhering
to high standards of responsibility, accountability, and public scrutiny. This policy is applicable to
all Directors and Committee Members of Washington State University Foundation (“WSU
Foundation”).

It is important to note that a conflict of interest involving a Director or Committee Member does not
necessarily result in a prohibited transaction or arrangement. The Board of Directors may
determine that despite the existence of a conflict of interest, the transaction or arrangement is in
the best interests of the WSU Foundation.

This policy is intended to supplement, not supersede, the WSU Foundation’s governing documents
or any other federal or state laws governing conflicts of interest applicable to nonprofit
corporations. Article 7 of the Restated Bylaws of the WSU Foundation pertaining to conflicts of
interest, is included in Appendix 1.

On February 14, 2008 the Internal Revenue Service (IRS) promulgated a revised Form 990, the
annual reporting form applicable to tax-exempt entities such as the WSU Foundation. Two of the
guiding principles behind the form redesign were to enhance transparency and promote tax
compliance. The new form significantly increased disclosure requirements related to the exempt
organizations governance and management. This Conflict of Interest Statement & Certification
serves as a mechanism for collecting the information necessary to properly complete the new Form
990. The IRS requires that each exempt organization undertake a “reasonable effort” to collect the
following information.

Duty to the WSU Foundation

Directors and Committee Members have a clear fiduciary duty to the WSU Foundation in
connection with their service as a Director or Committee Member. At all times Directors and
Committee Members must act in a manner consistent with this fiduciary obligation and must
exercise particular care that no detriment to the interests of the WSU Foundation (or
appearance of such detriment) may result from a conflict between those interests and any
personal interest of a Director or Committee Member.

Identifying a Conflict of Interest

A conflict of interest may arise whenever a Director or Committee Member or a member of his/her
family: (1) has an existing or potential interest which impairs or might appear to impair his/her
independent judgment in the discharge of responsibilities to the WSU Foundation; (2) may receive
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a material benefit from knowledge of information which is confidential to the WSU Foundation; (3)
knowingly misrepresents, withholds, or falsifies relevant information used for decision-making
purposes or to derive personal benefits; or (4) solicits benefits in exchange for using influence as a
Director or Committee Member.

Potential Conflicts of Interest

Each Director and each Committee Member who is not a Director must file an annual statement, at
or immediately following the fall meeting of the Board of Directors, with the Secretary of the Board
of Directors setting forth any conflicts of interest that might be expected to occur within the coming
year. The statement shall disclose as fully as possible the nature of the potential conflicts and the
nature of the Directors or Committee Member’s interest in the potential transactions. All
statements that anticipate conflicts of interest will be circulated to the Directors.

In the interim, if any Directors or Committee Member or member of his/her family has or is about
to assume an interest or other relationship which might result in a conflict of interest, it is the
Directors or Committee Member’s responsibility immediately to disclose all material facts to the
Chair of the Board of Directors or the Chair of the Audit Committee.

Each Directors and Committee Member must be willing and available to answer any questions
about potential conflicts.

Confidentiality Policy

All information concerning actual or potential conflicts of interest on the part of Directors or
Committee Members, as well as all other information provided on this Statement & Certification,
will be held in confidence. Any disclosure beyond the members of the Board of Directors will take
place only upon majority vote of the Board of Directors.

Definitions

Interested Person: Any director, principal officer, or member of a committee with governing board
delegated powers who has a direct or indirect financial interest, as defined below, is an interested
person.

Financial Interest: A person has a financial interest if the person has, directly or indirectly, through
business, investment, or family:

e An ownership or investment interest in any entity with which the WSU Foundation has a
transaction or arrangement.

e A compensation arrangement with the WSU Foundation or with any entity or individual
with which the WSU Foundation has a transaction or arrangement, or

e A potential ownership or investment interest in, or compensation arrangement with any
entity or individual with which the WSU Foundation is negotiating a transaction or
arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are not
insubstantial. A financial interest is not necessarily a conflict of interest. A person who has a
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financial interest may have a conflict of interest only if the Board of Directors decides that a conflict
of interest exists.

Business Transactions: A business transaction includes, but is not limited to, contracts of sale,

leases, licenses, arrangements for the performance of services, and joint ventures in which the
interests of the organization and the interested person each exceeds 10%. Membership dues, grants
and loans are not considered to be business transactions.

Business Relationship: A business relationship between two persons includes (but presumably is

not limited to) the following types of relationships:

One person is employed by a sole proprietorship owned by the other person or by an
organization of which the other person is a director, trustee, officer, key employee or
greater-than-35% owner.

One person is transacting business with the other, directly or indirectly, in one or more
contracts of sale, leases, licenses, loans, service arrangements or other transactions
involving transfers of cash or property valued in excess of $10,000 in the aggregate during
the year. An indirect transaction is a transaction by one person with an organization of
which the other person is a director, trustee, officer, key employee or greater-than-35%
owner.

The two persons are each a director, trustee, officer or greater-than-10% owner in the same
business or investment entity.

A "business relationship” does not, however, include the following:

"ordinary course of business exception": a transaction between the two persons in the
ordinary course of either party's business and on the same terms as are generally offered to
the public; and

"Privileged relationship exception": a relationship between attorney and client, medical
professional and patient, or priest/clergy and penitent/communicant.

Family Member: Family members include an interested person's spouse, ancestors, siblings
(whether of the whole or half-blood), children (natural or adopted), grandchildren, great
grandchildren, and spouses of siblings, children, grandchildren and great grandchildren.
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Appendix 1 - Article 7 of the WSU Foundation Bylaws - Conflicts of Interest
Definitions

A conflict of interest arises when any “Responsible Person” or any “Party Related to a Responsible
Person” has an “Interest Adverse to the WSU Foundation.” A Responsible Person is any individual
in a position to exercise substantial influence over the affairs of the WSU Foundation, and
specifically includes, without limitation, Members, Directors and Officers of the WSU Foundation
and the chairperson and members of any committee making decisions on behalf of the WSU
Foundation. A Party Related to a Responsible Person includes his or her extended family (including
spouse, ancestors, descendants and sibling, and their respective spouses and descendants), an
estate or trust in which the Responsible Person or any member of his or her extended family has a
beneficial interest or a fiduciary responsibility, or an entity in which the Responsible Person or any
member of his or her extended family is a director, trustee or officer or has a financial interest. An
“Interest Adverse to the WSU Foundation” includes any interest in any contract, transaction or
other financial relationship with the WSU Foundation, and any interest in an entity whose best
interests may be impaired by the best interests of the WSU Foundation including, without
limitation, an entity providing any goods or services to or receiving any goods or services from the
WSU Foundation, an entity in which the WSU Foundation has any business or financial interest, and
an entity providing goods or services or performing activities similar to the goods or services or
activities of the WSU Foundation.

Disclosure

If a Responsible Person is aware that the WSU Foundation is about to enter into any transaction or
make any decision involving a conflict of interest (a “Conflicting Interest Transaction”) such person
shall: (i) immediately inform those charged with approving the Conflicting Interest Transaction on
behalf of the WSU Foundation of the interest or position of such person or any party related to such
person; (ii) aid the persons charged with making the decision by disclosing any material facts
within the Responsible Person’s knowledge that bear on the advisability of the WSU Foundation
entering into the Conflicting Interest Transaction; and (iii) not be entitled to vote on the decision to
enter into such transaction.

Approval of Conflicting Interest Transactions

The WSU Foundation may enter into a Conflicting Interest Transaction provided the material facts
as to the Responsible Person’s relationship or interest and as to the Conflicting Interest Transaction
are disclosed or are known to the Board of Directors or to a committee of the WSU Foundation that
authorizes, approves or ratifies the Conflicting Interest Transaction, and the Board of Directors in
good faith authorizes, approves or ratifies the Conflicting Interest Transaction by the affirmative
vote of a majority of the disinterested Directors on the Board, even though the disinterested
Directors are less than a quorum.

Conflicts of Interest Policy
Page 28
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APPENDIX D

WASHINGTON STATE UNIVERSITY
FOUNDATION
INVESTMENT COMMITTEE CHARTER
Last Revision Date: September 30, 2022

PURPOSE :

The Investment Committee, a standing committee established under the Restated
Bylaws of the WSU Foundation, shall have the limited authority to act on behalf of
the Board of Directors in the investment and management of all property and assets held
for investment by the WSU Foundation and those University assets entrusted to the WSU
Foundation for investment management under contract (collectively, “Institutional Funds”).
The Investment Committee shall prepare, oversee, and maintain investment policies and
asset allocation strategies for investing capital of, or managed by, the WSU Foundation,
along with a consistent monitoring of investment performance and investment
management.

ESTABLISHMENT:

The WSU Foundation exists for the sole and exclusive benefit of the University and under agreement with
the University the WSU Foundation shall:

“Accept, hold, administer, invest, and disburse gifted funds of any kind or character, in
accordance with the terms of such gifts, and distribute all current use funds to the University, and
distribute the spending rate from endowed funds in accordance with the then applicable
Washington State University Foundation Consolidated Endowment Fund-Investment Policy
Statement and Spending Policy (Investment Policy Statement).”

The Board of Directors of the WSU Foundation delegates management and investment of its Institutional
Funds, pursuant to RCW 24.55.035, to the Investment Committee. The Amended and Restated Bylaws of
the WSU Foundation establishes the Investment Committee in stating the following:

“The Investment Committee shall be responsible for investments, reinvestments, and general
management of all property and assets held for investment by the WSU Foundation and those
University assets entrusted to the WSU Foundation for investment management under contract
with the University. The Investment Committee shall develop investment policies and asset
allocation strategies for presentation to the Board of Directors for approval and for investment of
capital of the WSU Foundation, along with a consistent monitoring of investment performance
and investment management. Investment policy and guidelines, as well as performance against
benchmarks shall be reported, at least quarterly, to the Board of Directors, and the Board of
Regents of the University and University administration.”

WSU Foundation Investment Committee Charter
Page 1
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APPENDIX D

COMPOSITION:

1.

The Committee shall be comprised of at least seven (7) but not more than eleven (11)
appointed members (voting) and select ex-officio members (non-voting). The University
Executive VP for Finance and Administration and CFO or designee, the WSU Foundation
Chief Executive Officer, the WSU Foundation Chief Financial Officer, a member of the
Audit Committee designated by the Audit Committee Chair, and a member of the Finance
Committee designated by the Finance Committee Chair shall serve the Committee as ex-
officio, nonvoting members. The term of office or appointment for ex-officio members shall
be concurrent with occupancy of office or term of appointment qualifying the individual to
serve as a Committee member.

The Regents shall appoint two (2) voting members, one of whom must be a member of the
Regents, the other a Regent or a volunteer with investment expertise and experience, selected
upon consultation with the Committee, subject to notice to the Board of Directors. These
members serve a one-year (1-year) renewable term upon appointment by the Regents.

The Chair/President of the Board of Directors and the Committee Chair shall jointly nominate
the members of the Committee, with all nominated candidates having investment and
financial backgrounds and some having investment management expertise, subject to
approval by the Board of Directors or the Executive Committee, with notice given to the
Regents. These members serve a four-year (4-year) term, renewable upon appointment by the
Chair/RPresident of the Board of Directors and Committee Chair.

COMMITTEE CHAIR:

The Chair/President of the WSU Foundation shall appoint the Investment Committee Chair, in
consultation with the CEO of the WSU Foundation, and subject to approval of the Board of Directors or
the Executive Committee and subject to notice to the Board of Regents.

1.

STAFF:

The Committee Chair will be a member of the Board of Directors and serve on
the Executive Committee.

The Committee Chair will provide leadership for and preside at the meetings of
the Investment Committee.

The Committee Chair will appoint a Vice-Chair who also serves on the Board of
Directors to preside over meetings in the Chair’s absence.

The Committee Chair may invite other appropriate Foundation and University
financial management staff and other outside advisors to participate in an
Investment Committee meeting.

Staff support for the Investment Committee shall be provided by or through the WSU
Foundation offices of the Chief Executive Officer, Chief Financial Officer, and General
Counsel, or their designees.

Meeting materials may be compiled by staff of the WSU Foundation and delivered in a
complete and timely manner to the Committee at the direction of the Committee Chair.

WSU Foundation Investment Committee Charter
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QUORUM/VOTING:

1. The presence of a simple majority of the voting members of the Investment Committee shall

constitute a quorum for the purpose of transacting committee business. Any action that may
be taken by the Committee at a meeting may be taken without a meeting if all the voting
members consent thereto in writing prior to the action being taken.

In all voting matters, motions will be passed by a simple majority of the voting members in
attendance and constituting a quorum.

For voting members who cannot attend meetings in person, they may attend by remote
communications as long as all voting members participating in the meeting can hear each
other at the same time. Participation by such means constitutes presence in person. A
member may not vote by proxy.

MEETINGS:

1. The Investment Committee shall meet at least four (4) times a year, once each calendar

quarter.

Other meetings may be called by the Committee Chair, as needed, to fully carry out the
purposes of the Investment Committee.

The minutes of all meetings of the Investment Committee, and all actions taken therein,
shall be available for inspection at the registered office of the WSU Foundation for all
members of the Board of Directors, following any Investment Committee Meeting and
reported to the Board of Directors at its next regularly scheduled meeting.

EXECUTIVE SESSION:

Executive session dedicated for voting members only will be part of each meeting. The President of
WSU, CEO of WSU Foundation, CFO of WSU Foundation and other staff, consultants or advisors at
discretion of Committee Chair, may be invited to participate in the executive session. Otherwise, the
executive session will be for voting members only.

CONSULTANTS :

1. The Investment Committee will select qualified external investment managers to
manage the Institutional Funds.

2. The Investment Committee will establish and regularly review manager
structure guidelines for the Institutional Funds.

3. The Investment Committee will select other service providers it deems
appropriate to carry out its function, including, but not limited to, independent
investment consultants.

4. The Investment Committee may communicate directly with the investment

managers and investment consultants, at its discretion.

WSU Foundation Investment Committee Charter
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RESPONSIBILITIES:

Investment Management and Investment Policy Oversight:

1.

The Investment Committee is delegated authority to act on behalf of the Board
of Directors in the investment and management of Institutional Funds on behalf
of the WSU Foundation.

The Investment Committee will develop objectives, policies, and guidelines for
the investment of Institutional Funds for presentment to the governing boards
of the WSU Foundation and University for approval.

The Investment Committee will develop and maintain an investment policy
statement that establishes the role of the Investment Committee, identifies
responsibilities, addresses investment objectives, asset allocation, spending
policies, rebalancing, cash flow management, manager performance standards,
manager evaluation processes, communications, and reporting.

The Investment Committee will evaluate policy compliance, review progress in
achieving the goals and assess the effectiveness of the investment program on a
guarterly basis. The Investment Committee will periodically review and evaluate
ongoing understanding and relevance of investment policies of commingled
funds and the components of the Institutional Funds.

The Investment Committee will take appropriate action if objectives are not
being met or if policy and guidelines are not being followed.

The Investment Committee will establish and periodically review the
Institutional Funds asset allocation and, in concert with the Finance Committee,
will recommend a current spending policy for endowment funds.

Reporting:

1.

2.

The Committee Chair will report on Committee activities and actions, to
include Institutional Funds’ performances, to the Board of Directors at its next
regularly scheduled meeting.

The Committee will forward a report at the end of each quarter to the WSU
Board of Regents and the WSU Foundation Board of Directors which will
include portfolio activity, value, endowment performance vs. benchmarks, and
asset allocation (target and actual).

Risk Management:

1.

The Investment Committee will exercise reasonable care and prudence in
complying with applicable state and federal laws, regulations, and rulings
that relate to the investment of assets under management of the WSU
Foundation, including, but not limited to, the Uniform Prudent Management of
Institutional Funds Act Chapter 24.55 RCW).

WSU Foundation Investment Committee Charter

Page 4

Adopted by the WSU Foundation Board of Directors on 9/30/22



APPENDIX D

2. The Investment Committee will establish and comply with policies addressing
issues that may result in perceived or actual conflicts of interest (including but
not limited to relationships with investment managers or other firms involved
with the Institutional Funds and receipt by committee members of gifts or
entertainment.

3. The Investment Committee will keep the Audit Committee informed of any laws,
regulations, rulings, or investment decisions that might affect the annual audit
of the WSU Foundation, and all matters involving a potential or actual conflict-
of-interest.

Charter and Policy Review:

1. The Investment Committee will review the Investment Committee Charter annually and
recommend revisions as necessary.

2. The Investment Committee will review the Investment Policy Statement annually and
recommend revisions as necessary.

AUTHORITIES & LIMITATIONS:

9-30-2022:

10-01-2021:

10-01-2020:

9-26-2013:

10-20-2011:

10-8-2004:

10-6-2004:

Resolution 9-30-2022-03 updates to committee charter

Resolution 10-21-2021-02 updates the committee charter.
Resolution 10-01-20-5 updates the committee charter.
Resolution 9-26-13-03 updates the committee charter.
Resolution 10-20-11-03 updates the committee charter.

Resolution 10-8-04-5 authorizes creation of the Investment
Committee.

Creation of an Investment Committee is contemplated by the
Restated Bylaws of Washington State University Foundation
(Bylaws effective 10/6/04).

WSU Foundation Investment Committee Charter
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FUTURE ACTION ITEM #3

Delegation of Authority to Approve Residency Agreements
(Kirk Schulz/Leslie Brunelli/Daryll DeWald)

November 17, 2023
TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT: Delegation of Authority to Approve Residency Agreements

PROPOSED: That the Board of Regents delegate authority to the President or designee
to approve residency agreements

SUBMITTED BY: Kirk Schulz, President
Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

SUPPORTING
INFORMATION: The Elson S. Floyd College of Medicine (ESFCOM) has established master

affiliation agreements for the operation of its residency programs. These
are accompanied by annual financial services agreements that set forth
the financial relationship of the parties, in which the affiliate pays WSU
costs for medical residents and fellows assigned to the affiliate.

The President’s current delegation of authority for contracts relating to
the general business and financial affairs of the University is $5,000,000;
however, there are specific types of agreements, such as purchases made
pursuant to an external grant, that are not subject to this limitation. To
ensure the timely execution and renewal of residency agreements, which
are critical to the operation of ESFCOM and may exceed the $5,000,000
threshold, it is proposed that the Regents delegate authority to the
President or designee to enter into agreements related to the
establishment and operation of residency programs when the total costs
to the University are estimated to be less than $15 million.

Finance and Administration Committee F-6
November 16-17, 2023
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ACTION ITEM #1

WSU Pullman, Athletics, Champions Center, Project Budget Approval
(Leslie Brunelli /Olivia Yang/Pat Chun/Elizabeth Chilton)

November 17, 2023

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

PROPOSED:

SUBMITTED BY:

SUPPORTING
INFORMATION:

WSU Pullman, Athletics, Champions Center, Project Budget Approval

That the WSU Board of Regents approve the WSU Pullman, Champions
Center Project with a total budget not to exceed $9,400,000, authorize
the project to proceed to design and construction using the Design-Build
(DB) process pursuant to RCW 39.10, and further delegate authority to the
President or designee to enter into any and all contracts necessary to
complete the project within the budgeted amount.

Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

WSU Athletics is committed to providing students the tools needed to
unlock untapped strengths. The department’s mission is to unleash WSU
student-athletes’ passion on the field and in the classroom, and the
Champions Center will have a profound impact on achieving this mission.

The challenges students face now and in the future are daunting.
Providing services that meet student-athletes’ holistic needs serves as a
point of trust for them to help embrace these challenges. The four areas
of focus include academics, mental health, nutrition, and professional
development. Facilities dedicated solely to student-athlete academic
growth and personal well-being are becoming commonplace and
expected for NCAA institutions throughout the nation.

The Champions Center will centralize the staff and resources into one
building as well as provide more space, which is critical to student-
athletes’ growing needs for community service and professional
development event initiatives. In addition, the Champions Center will
enable WSU student-athletes to maximize their time and provide a home
to receive a world-class educational experience, as well as deliver tools to
develop the holistic growth of both current and future student-athletes at
WSU.

Finance and Administration Committee F-7

November 16-17, 2023
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Over the last several years, WSU Athletics has successfully secured
pledges and cash donations for this project. As of August 2023, there is
$6.9M in gross cash contributions received, with an additional $2.5M in
gross pledges outstanding over the next three years (both shown before
fees, expenses, and allowances). To date, Athletics has received 72% of
the total fundraising effort in cash. Gross cash contributions are
projected to reach $7.8M by December 2023 and $9.4M by the end of
December 2025. See attachment B. The projected total project cost will
be $9.4M. See Attachment B.

Project Schedule:
Date Step
November 2022 Regents Future Action for Design Phase

March 2023 Request for Regents Approval of Design
Phase
March 2023 - . .
Design Builder Procurement
May 2023
Spring 2023 Design Begins

September 2023 Request for Regents Future Action for
Project Budget & Design Approval
Request for Regents Action for Project

Budget & Design Approval

November 2023

Winter 2023 Construction Begins

Project Budget:

Design and Preconstruction Services 1,140,000
Construction 7,270,000
Project Administration 550,000

Moveable Equipment/Furnishings 310,000
Other 130,000
Design and Construction Project Budget $9,400,000

Source of Funds:

WSU Athletics has obtained gross donated cash and pledges of $9.4
million for the Champions Center. The project budget will be funded from
available donated cash on hand for the project.

ATTACHMENTS: Attachment A - Aerial Site
Attachment B — Champion Center Funding Schedule
Finance and Administration Committee F-7

November 16-17, 2023
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Attachment B
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Champions Complex Funding*
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*Gross cash contributions and pledges, before allowances
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BOARD OF REGENTS
WSU Pullman, Athletics, Champions Center, Project Budget Approval

Resolution #231117-696

WHEREAS, RCW 28B.30.095, RCW 28B.30.100, and RCW 28B.30.150 vest the governance and

management of Washington State University (WSU) in the Board of Regents of WSU (Board);
and

WHEREAS, the Board, by virtue of RCW 28B.10.528, has the authority to delegate by
resolution to the President of WSU, or their designee, any of the powers and duties vested in or
imposed upon the Board by law; and

WHEREAS, the Board has delegated broad authority to the President or designee to act in
matters relating to the general business and financial affairs of WSU; and

NOW, THEREFORE, IT IS RESOLVED that the Board:

1. Approves the WSU Pullman, Champions Center Project with a total budget not to
exceed $9,400,000 and authorizes the project to proceed to design and construction,
using the Design-Build (DB) process pursuant to RCW 39.10, and

2. Delegates authority to the President or designee to enter into any and all contracts
necessary to complete the project within the budgeted amount.

Signed the 17th day of November, 2023.

Chair, Board of Regents

Secretary, Board of Regents

Finance and Administration Committee F-7
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ACTION ITEM #2

WSU Pullman, Athletics, Champions Center, Design Approval
(Leslie Brunelli /Olivia Yang/Pat Chun/Elizabeth Chilton)

November 17, 2023

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

PROPOSED:

SUBMITTED BY:

SUPPORTING
INFORMATION:

ATTACHMENT:

WSU Pullman, Athletics, Champions Center, Design Approval

That the WSU Board of Regents approve the schematic design for the WSU
Pullman, Champions Center.

Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

The Champions Center will centralize the staff and resources into one
building as well as provide more space, which is critical to student-athletes’
growing needs for community service and professional development. In
addition, the Champions Center will enable WSU student-athletes to
maximize their time and provide a home to receive a world-class educational
experience, as well as deliver tools to develop the holistic growth of both
current and future student-athletes at WSU.

The proposed location for the Champions Center is in underutilized space on
campus in the Physical Education Building. This location will place these
student wellbeing services in the heart of campus in the Athletics core.

Project Schedule:

Date Step
November 2022 Regents Future Action for Design Phase
March 2023 Request for Regents Approval of Design Phase

March 2023 -
May 2023

Spring 2023 Design Begins

Design Builder Procurement

September 2023 Regents Future Action for Project Budget &
Design Approval

November 2023 Request for Regents Action for Project Budget &
Design Approval

Winter 2023 Construction Begins
Attachment A - Aerial Site
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ACTION ITEM #3

WSU Pullman, USDA Agricultural Research Services, Plant Biosciences Research

November 17, 2023

Building, Design Approval
(Leslie Brunelli /Olivia Yang/Elizabeth Chilton)

TO ALL MEMBERS OF THE BOARD OF REGENTS

SUBJECT:

PROPOSED:

SUBMITTED BY:

SUPPORTING
INFORMATION:

WSU Pullman, USDA Agricultural Research Services, Plant Biosciences
Research Building, Design Approval

That the WSU Board of Regents approve the schematic design for the
WSU Pullman, USDA Agricultural Research Services, Plant Biosciences
Research Building.

Leslie Brunelli, Executive Vice President, Finance & Administration/CFO

The United States Department of Agriculture — Agricultural Research
Service (USDA-ARS)/Washington State University research partnership is
exemplary and one of the strongest federal-state partnerships in the
nation.

Five USDA-ARS Research Units are located at WSU: 1) Wheat Health,
Genetics and Quality Research Unit; 2) Grain Legume Genetics and
Physiology Research Unit; 3) Northwest Sustainable Agro-ecosystems
Research Unit; 4) Plant Germplasm Introduction and Testing research
Unit; and 5) Animal Disease Research Unit.

The new USDA-ARS Plant Biosciences Building will foster and enhance
the connectedness between USDA-ARS and WSU researchers. The
FY2019 Congressional funding included a $104.9 million allocation to the
USDA-ARS to design and build a new USDA-ARS Building on the WSU
campus. An additional $20 million was allocated to the project as part of
the FY23 Omnibus appropriation. The estimated construction cost target
for this project is $105 million. The USDA-ARS Plant Biosciences Building
design and construction is being managed by the US Army Corps of
Engineers, and WSU Facilities Services is acting as ARS on-site program
coordinator.

Finance and Administration Committee F-9
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ATTACHMENT:

The new facility will be located on the site of the recently demolished
Johnson Hall. The new facility will be part of the V. Lane Rawlins
Research Education Complex connecting to both Vogel Hall and the

Plant Sciences Building.

Project Schedule:

Project Owner Requirements

June 2020-January 2021

Initial Design

May 2021-February 2022

Final Design (w/Design Builder)

June 2023-December 2023

Construction

January 2024-February 2026

Attachment A - Aerial Site
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	Thursday, November 16, 2023 Location
	7:30 am Board of Regents breakfast Firstenburg Student Commons, Rm 105
	8:00 am Executive Session  Firstenburg Student Commons, Rm 103
	10:00 am* Executive and Governance Committee  Firstenburg Student Commons, Rm 103
	11:00 am* Academic and Student Affairs Committee  Firstenburg Student Commons, Rm 103
	11:30 am* Board of Regents lunch  Firstenburg Student Commons, Rm 105
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	3:00 pm* Finance and Administration Committee Firstenburg Student Commons, Rm 103
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	2.3 Annuity Contract means a nontransferable group or individual contract described in Code Section 403(b)(1) that is issued by a Fund Sponsor and that includes payment in the form of an annuity.
	2.5 Board means the Board of Regents of Washington State University.
	2.6 Code means the Internal Revenue Code of 1986, as amended.
	2.7 Compensation means W-2 taxable income and includes Post-Severance Compensation which consists of regular pay.
	2.8 Custodial Account means the group or individual custodial account or accounts, described in section 403(b)(7) of the Code, Plan to hold regulated investment company stock issued by a Fund Sponsor.
	2.13 Eligible Employee means any Employee of Washington State University, except nonresident aliens who receive no U.S.-source earned income.

	2.14 Employee means each individual who is a common law employee of the State of Washington performing services for WSU, including an individual who is appointed or elected. This definition is not applicable unless the Employee’s compensation for pe...
	2.15 Employment Commencement Date means the date on which the Employee first performs Service for WSU.  The Re-Employment Commencement Date means the date on which the Employee first performs Service for WSU after WSU re-hires the Employee.
	2.16 Fund Sponsor means an insurance, variable annuity, or investment company that provides Funding Vehicles to Participants under the Plan.
	2.17 Funding Vehicles means the Annuity Contracts and Custodial Accounts available for investing contributions under this Plan and specifically approved by WSU under Section 5.1.

	2.18 Includible Compensation means an Employee’s compensation received from the Employer that is includible in the Participant’s gross income for Federal income tax purposes (computed without regard to Code Section 911 relating to United States citize...
	2.19 IRA means an individual retirement account under Code Section 408(a) or an individual retirement annuity under Code Section 408(b).
	2.20 IRS means the Internal Revenue Service.
	2.21 Participant means any employee of WSU who participates in the Plan in accordance with Section 3.1.
	2.22 Plan means the Washington State University Voluntary Investment Program as set forth in this document.
	2.23 Plan Administrator is defined in Section 8.1.
	2.24 Plan Year means the calendar year.

	2.25 Post-Severance Compensation means Compensation paid after a Participant's Severance from Employment from WSU, to include regular pay, leave cash-outs, or deferred compensation paid within the time period described herein. Any other payment paid a...
	2.26 Qualified Military Service means as defined in Code Section 414(u)(5). Notwithstanding any provision in the Plan to the contrary, as to Qualified Military Service, the Plan will credit Service, the Employer will make VIP Contributions, and the Pl...
	2.27 Related Employer means WSU and any other entity which is related to WSU under Code Sections 414(b), (c), (m) or (o).  WSU will determine which entities are Related Employers based on a reasonable, good faith standard and taking into account the s...

	2.29 SECURE Act and SECURE Act 2.0 means the Setting Up Every Community for Retirement Enhancement Act of 2019 and 2022.
	2.30 Service means any period of time the Employee is in the employ of WSU, including any period the Employee is on an unpaid leave of absence authorized by WSU under a uniform policy applicable to all Employees.
	2.31 Severance from Employment or “Separation from Service” occurs when an Employee ceases to be employed by WSU or a Related Employer that is eligible to maintain a section 403(b) Plan under Treas. Reg. Section 1.403(b)-2(b)(8), even if the Employee ...
	2.33 Taxable Year means the taxable year of a Participant.
	2.34  USERRA means the Uniformed Services Employment and Reemployment Rights Act of 1994, as amended.
	2.35 VIP Contributions means Pre-Tax Elective Deferrals and/or Roth Elective Deferral contributions to the Plan by a Participant.
	2.36 WSU means Washington State University.
	2.37 Year of 403(b) Service means for purposes of determining Includible Compensation and for Qualified Organization Catch-up Deferrals, each full year during which an individual is a full-time Employee, plus fractional credit for each part of a year ...

	SECTION 3.  ELIGIBILITY AND PARTICIPATION
	3.1 Eligibility and Participation. All Eligible Employees may begin Plan participation as of their Employment Commencement Date or any later date they may elect by making an Election to enroll, which includes entering into a Salary Reduction Agreement...
	3.3 Termination of Contributions. A Participant may not make additional VIP Contributions after: (a) the Participant ceases to be an Eligible Employee; (b) WSU terminates the Plan; or (c) as to a Taxable Year or Limitation Year, the Participant has re...

	SECTION 4.  VIP CONTRIBUTIONS
	4.1 VIP Contributions.  A Participant’s VIP Contributions may consist of any or all of the following Elective Deferrals:
	(a) Pre-Tax Deferral.  Pre-Tax Deferral means an Elective Deferral which is not a Roth Deferral.
	(b) Roth Deferral. Roth Deferral means an Elective Deferral which the Participant irrevocably designates as a Roth deferral under Code Section 402A at the time of deferral and which is subject to income tax when made to the Plan.  Except as the Plan o...
	(c) Age 50 Catch-up Deferral.  Age 50 Catch-up Deferral means an Elective Deferral by a Catch-up Eligible Participant and which exceeds the Annual Additions Limit under Section 4.4(b) or the Elective Deferral Limit under Section 4.4(a).  A Catch-up El...
	(d) Qualified Organization Catch-up Deferral.  A Participant who has completed at least fifteen (15) Years of 403(b) Service with WSU is a Qualified Participant and may elect to make a Qualified Organization Catch-up Deferral.  The elective Deferral L...
	(e) Catch-up Ordering.  A Participant who is eligible may elect to contribute both Age 50 Catch-up Deferrals and Qualified Organization Catch-up Deferrals.  The Plan Administrator will treat any such amounts as first attributable to Qualified Organiza...
	4.2 Salary Reduction Minimum. A Participant’s Salary Reduction Agreement must provide for minimum contributions of at least $15.00 per pay period; provided, that a Participant is not required to make Elective Deferrals which exceed $200 per Taxable Year.
	4.3 Leave of Absence. During a leave of absence from WSU with pay, VIP Contributions will continue to be made in accordance with the Salary Reduction Agreement. No VIP Contributions will be made during a leave of absence without pay.

	4.4 Maximum Contribution. VIP Contributions for a Participant for any calendar year, together with contributions for the Participant under any other plan subject to Code Sections 402(g) or 403(b), shall not exceed the Elective Deferral Limit and the A...
	(a) Annual Elective Deferral Limitation.  A Participant's Elective Deferrals for a Taxable Year may not exceed the Elective Deferral Limit. Age 50 Catch-up Deferrals and Qualified Organization Catch-up Deferrals are not subject to the Elective Deferra...
	(i) Definition of Elective Deferral Limit. The Elective Deferral Limit is the Code Section 402(g) limitation on each Participant's Elective Deferrals for each Taxable Year. The Elective Deferral Limit is $22,500 in 2023, and in future years is subject...
	(ii) Definition of Excess Deferral. A Participant's Excess Deferral is the amount of Elective Deferrals for a Taxable Year which exceeds the Elective Deferral Limit.
	(iii) Suspension after Reaching Limit. If the Plan Administrator determines a Participant's Elective Deferrals to the Plan for a Taxable Year would exceed the Elective Deferral Limit, the Plan Administrator will suspend the Participant's Elective Defe...
	(iv) Correction. If the Plan Administrator determines a Participant's Elective Deferrals already contributed to the Plan for a Taxable Year exceed the Elective Deferral Limit, the Plan Administrator will distribute the Excess Deferrals as adjusted for...
	(v) 415 Interaction. If the Plan Administrator distributes the Excess Deferrals by the April 15 deadline under Section 4.4(a)(iv), the Excess Deferrals are not an Annual Addition under Section 4.4(b), and the Plan Administrator may make the distributi...
	(vi) More than One Plan. If a Participant participates in another plan subject to the Code Section 402(g) limitation under which the Participant makes elective deferrals pursuant to a 401(k) Plan, elective deferrals under a SARSEP, elective contributi...
	(vii) Definition of Allocable Income. Allocable Income means Earnings allocable to the Excess Deferrals for and through the end of the Taxable Year in which the Participant made the Excess Deferral.  To calculate Allocable Income for the Taxable Year,...
	(viii) Roth and Pre-Tax Deferrals.  If a Participant who will receive a distribution of Excess Deferrals, in the Taxable Year for which the corrective distribution is made, has contributed both Pre-Tax Deferrals and Roth Deferrals, the Plan Administra...
	(b) Annual Code Section 415 Limit.  The amount of Annual Additions which the Plan Administrator may allocate under this Plan to a Participant's Account for a Limitation Year may not exceed the Annual Additions Limit.
	(i) Prevention.  If the Annual Additions the Plan Administrator otherwise would allocate under the Plan to a Participant's Account for the Limitation Year would exceed the Annual Additions Limit, the Plan Administrator will not allocate the Excess Amo...
	(ii) Aggregation of WSU 403(b) Plans.  If Annual Additions are credited to any other WSU Code Section 403(b) Plan in addition to those credited under this Plan for a Limitation Year, the sum of the Participant’s Annual Additions for the Limitation Yea...
	(iii) Aggregation where Participant Controls any Employer.  If a Participant is in control of any other employer for a Limitation Year, the sum of the Participant’s Annual Additions for the Limitation Year under this Plan, any other WSU Code Section 4...
	(iv) Ordering Rules.  If a Participant's Annual Additions under this Plan and any other plans aggregated with the Plan under this Section 4.12(b) result in an Excess Amount, such Excess Amount will consist of the Amounts last allocated. If the Plan Ad...
	(v) Definition of Annual Addition.  An Annual Addition means the VIP Contributions credited to a Participant’s Account under this Plan and employer contributions, elective deferrals, employee contributions, mandatory contributions, allocations under a...
	(vi) Definition of Annual Additions Limit.  The Annual Additions Limit is the lesser of: (i) $667,000 in 2023 and as adjusted in future Limitation Years under Code Section 415(d)), or (ii) 100% of the Participant's Compensation for the Limitation Year.
	(vii) Definition of Excess Amount.  An Excess Amount is an excess of a Participant’s Annual Additions for a Limitation Year over the Annual Additions Limit.
	(viii) Definition of Limitation Year.  The Limitation Year means the calendar year.  However, if the Participant is in control of an employer under Section 4.12(b)(iii), the Limitation Year is the Limitation Year as defined in the defined contribution...
	(ix) Correction of Excess Amount.  If a Participant's Account exceeds the Annual Additions Limit for the Limitation Year, then the Plan may correct such excess in accordance with Section 9.7(b).  Alternatively, the Plan Administrator may hold the Exce...
	4.5 Rollover Contributions and Transfers.
	(a) Eligible Rollover Contributions.  To the extent provided in the Annuity Contracts and Custodial Account agreements, a Participant who is entitled to receive an Eligible Rollover Distribution from another Eligible Retirement Plan may request to hav...
	(i) Eligible Rollover Distribution. An Eligible Rollover Distribution means any distribution of all or any portion of the Participant’s Account Balance, except: (a) any distribution which is one of a series of substantially equal periodic payments (no...
	(ii) Eligible Retirement Plan. An Eligible Retirement Plan means an IRA, an annuity plan described in Code Section 403(a), a qualified trust described in Code Section 401(a), an arrangement described in Code Section 403(b), or an eligible deferred com...
	(iii) Separate Accounts.  The Fund Sponsor shall establish and maintain for the Participant a separate Account for any Eligible Rollover Distribution paid to the Plan.  No such rollover shall be taken into account in applying the limits of Section 4.4.
	(iv) Roth Rollovers.  A rollover contribution to the Plan may include Roth elective deferrals made to another plan, as adjusted for earnings in such plan; provided that such amounts must be directly rolled from the other plan to this Plan and the othe...


	4.6 Vesting of Contributions. Each contract and certificate issued in accordance with the provisions of the Plan is the property of the Participant. Amounts attributable to VIP Contributions are immediately vested and shall be nonforfeitable.  However...
	4.7 Account Statement. At least once a year the Fund Sponsor(s) will send each Participant a report summarizing the status of his or her Account. A Participant may obtain similar reports or illustrations upon Separation from Service or at any other ti...
	4.8 No Reversion. Under no circumstances will any VIP Contributions revert to, be paid to, or inure to the benefit of, directly or indirectly, the WSU, except as provided in the second sentence of Section 10.5.
	4.9 Military Service. This Section 4.9 applies to an Employee who: (1) has completed Qualified Military Service under USERRA; (2) the Employer has rehired under USERRA; and (3) is a Participant entitled to make-up contributions under Code Section 414(...
	(a) Compensation. For purposes of this Section 4.9, the Plan Administrator will determine an affected Participant’s Compensation as follows. A Participant during his or her period of Qualified Military Service is deemed to receive Compensation equal t...
	(b) Elective Deferrals. During a Participant’s period of Qualified Military Service, the Plan Administrator must allow a Participant to make up Elective Deferrals to his or her Account. The Participant may make up the maximum amount of Elective Deferr...
	(c) Limitations. Contributions under this Section 4.9 are Annual Additions under Section 4.4(b) and are subject to the Elective Deferral Limit under Section 4.4(a) in the year to which such contributions are allocated, but not in the year in which suc...
	(d) Differential Wage Payments. The Plan is not treated as failing to meet the requirements of any provision described in this Section 4.9 by reason of any contribution or benefit which is based on a Differential Wage Payment. The preceding sentence a...

	(e) No Earnings. A Participant making any make-up contribution under this Section 4.9 is not entitled to an allocation of any Earnings on any such contribution prior to the time that WSU timely deposits the Participant’s own make-up Elective Deferrals...
	(f) HEART Act Death Benefits. If a Participant dies while performing Qualified Military Service, the Participant’s Beneficiary is entitled to any additional benefits (other than benefit accruals relating to the period of Qualified Military Service) pr...

	4.10 Contribution Transmission.  WSU will transmit to the Fund Sponsors all VIP Contributions as soon as is administratively practicable and within any time period required under applicable law.

	SECTION 5.  FUND SPONSORS AND FUNDING VEHICLES
	5.4 Third Party Trading. The Participant, or his or her Beneficiary in the event of the Participant’s death, is responsible for directing all funds invested under this Plan, and cannot assign that responsibility to another party, except that a Partici...

	SECTION 6.  BENEFITS
	6.1 Benefits in General. The Participant is entitled to receive benefits under any of the Funding Vehicles at any time and in any form offered by the Fund Sponsors, not inconsistent with Code Section 403(b) and the regulations thereunder, and subject ...
	6.2 Death Benefits. On the death of a Participant, the entire value of the Participant’s Account (or of the remaining Account) is payable to the Participant’s Beneficiary or Beneficiaries.  The Beneficiary may make an Election as to the time and form ...
	6.3 Hardship Distributions. Hardship distributions under Section 6.1 shall be approved only if the Participant has an immediate and heavy financial need or unforeseeable emergency, and the distribution is necessary to satisfy the need. In such cases, ...
	If the Participant died in 2020, 2021 or 2022 and before benefit payments were required to begin under Section 6.3(b), any benefits payable to (or for the benefit of) a Designated Beneficiary will be paid, as the Designated Beneficiary elects: (a) by ...
	If the Participant dies in 2023 or later and before benefit payments are required to begin under Section 6.3(b), any benefits payable to (or for the benefit of) a Designated Beneficiary will be paid, as the Designated Beneficiary elects: (a) by the en...

	6.5 Application for Benefits; Spousal Consent. Procedures for receipt of benefits are initiated by writing directly to the Fund Sponsors. Benefits will be payable by the Fund Sponsors upon receipt of a satisfactorily completed application for benefits...
	6.6 Loans. Subject to the Code and terms of the Funding Vehicles, Plan loans are available to Participants before the commencement of benefit payments.  Plan loans are subject to the spousal consent requirements of Section 6.5.
	(a) Information Coordination Concerning Loans.  Each Fund Sponsor is responsible for all information reporting and tax withholding required by applicable federal and state law in connection with distributions and loans. To minimize the instances in wh...
	(b) Maximum Loan Amount. No loan to a Participant under the Plan may exceed the lesser of:
	$50,000, reduced by the excess of (i) the highest outstanding balance on loans from the Plan to the Participant during the one-year period ending on the day before the date the loan is made over (ii) the outstanding balance on any loan from the Plan t...
	one half of the present value of the Participant's Account.


	6.7 Direct Rollover of Eligible Rollover Distributions.
	(c) Election. A Participant (including for this purpose, a former Employee) may elect, at the time and in the manner prescribed by the Fund Sponsor, to have any portion of his or her Eligible Rollover Distribution from the Plan paid directly to an Eli...
	(d) Rollover and Withholding Notice. At least 30 days and not more than 180 days prior to the distribution of an Eligible Rollover Distribution, the Plan must provide a written notice (including a summary notice as permitted under applicable IRS guida...
	(e) Default Rollover. The Fund Sponsor, in the case of a Participant who does not respond timely to the rollover notice, may make a Direct Rollover of the Participant’s Account in lieu of distributing the Participant’s Account.
	(i) Direct Rollover.  A Direct Rollover means a payment by the Plan to the Eligible Retirement Plan the distributee specifies in his or her Direct Rollover election or in the case of an automatic rollover, to the IRA that the Plan designates.
	(ii) Eligible Retirement Plan.  An Eligible Retirement Plan means as defined in Section 4.5(a)(ii).



	(iii) Eligible Rollover Distribution.  An Eligible Rollover Distribution means as defined in Section 4.5(a)(i).
	SECTION 7.  ADMINISTRATION
	7.1 Plan Administrator. WSU is the Plan Administrator, and has designated the WSU Human Resource Services to be responsible for the day to day administration of the Plan.
	7.2 Authority of the Plan Administrator. The Plan Administrator has all the powers and authority conferred upon it herein and further shall have final authority to determine, in its discretion, all questions concerning eligibility and contributions un...
	7.3 Delegation of Authority. The Plan Administrator may delegate any power or powers to one or more other employees of WSU, or to any agent or independent contractor of WSU. Any such delegation shall be in writing, and may be obtained from the Plan Ad...

	SECTION 8.  MISCELLANEOUS
	8.1 Non-Alienation of Retirement Rights or Benefits. Except as otherwise provided in this Section 8, to the fullest extent permitted by law, no benefit under the Plan may at any time be subject in any manner to alienation, encumbrance, the claims of c...
	8.2 Plan Does Not Affect Employment. Nothing in this Plan is a commitment or agreement by WSU or by any Employee to continue his or her employment with WSU, or by WSU to rehire a retired Participant, and nothing in this Plan is a commitment on the par...
	8.3 Claims of Other Persons. The Plan does not give any Participant, Beneficiary or any other person, firm, or entity of any type, any legal or equitable right against WSU or against its past present or future officers, employees, or Board members, ex...
	8.4 Contracts and Certificates. In the event there is any inconsistency or ambiguity between the terms of the Plan and the terms of the contracts between the Fund Sponsors and WSU and/or the Participants and any certificates issued to a Participant un...
	8.5 Requests for Information. Any request for information concerning eligibility, participation, contributions, or other aspects of the operation of the Plan should be in writing and directed to the Plan Administrator via WSU Human Resource Services. ...
	8.6 Mistaken Contributions or other Plan Failures.
	(a) Mistake of Fact. If any VIP Contribution (or any portion of a contribution) is made to the Plan by a mistake of fact, then within one (1) year after the payment of the Plan Contribution, the Plan Administrator may return the amount of the mistaken...
	(b) Other Failures.  If any VIP Contribution exceeds the Plan or Code limits or is otherwise not in accordance with the Plan terms, or if there are other Plan related failures, the Plan Administrator will make correction in accordance with the Plan an...
	8.7 Governing Law. Except as provided under federal law, the provisions of the Plan are governed by and construed in accordance with the laws of the State of Washington.

	SECTION 9.  AMENDMENT AND TERMINATION
	9.1 Amendment and Termination. The Board reserves the right at any time to amend or terminate the Plan, in whole or in part, or to discontinue any further VIP Contributions under the Plan.  If the Plan is terminated or if VIP Contributions are discont...
	9.2 Distribution Upon Termination of the Plan. WSU may provide that, in connection with a termination of the Plan and subject to any restrictions contained in the Annuity Contracts and Custodial Account agreements, all Accounts will be distributed, pr...
	9.3 Limitation. Notwithstanding the provisions of Section 9.1, the Board shall not make any amendment to the Plan that operates to recapture for WSU any contributions previously made under this Plan except to the extent permitted by Section 8.6.
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