District Budget Committee (DBC)
Recommendation 2018-02

To: Bruce Baron, Chancellor Date: 11/16/2017
From: Jose Torres, District Budget Committee Chairperson
Re: DBC Recommendation 2018-02 — Investment of $100 Million of FCC Auction Proceeds

At its 11/16/2017 meeting the DBC approved a formal recommendation for SBCCD to invest $100 million
of the FCC Auction Proceeds into a Donor Sponsored Supporting Organization or DSSO (see Investment
Option 4 attached). It is further recommended that this investment occur without delay in order to mitigate
the loss of income currently being experiencd as a result of leaving the funds in the County treasury
(Option 1).

This will enable SBCCD time to further study and ascertain appropriate action in regard to funding the
mandatory transition of KVCR from UHF to VHF, among other initiatives, while allowing us to maximize the
bulk of this asset.

Projected Annual Rate of Return on $100 Million
Option 1 (County) vs. Option 4 (DSSO)

$389,167 $392,631 $396,124 $399,647 $403,199 $406,781

:500,000 39(|),895 , $394,374 I $397,882 l $401,419 | $404,986 l $408,583
450,000 | | | J_
$400,000 5[ = 3E HE S e 1k . - o 7
7 2 v v v 7 vz 7 7 7 7] Z
$350.000 Z 7 T % . ?/4 2/
$300.000 -’; o 7 7 ; ; ,{{
$200,000 7 7 7L — ? f/, 2/ Z
[ 7 7 ] / ;f v 7 o
$150,000 7 Z Z Z— 7z g7 7 Z 7 /
$100,000 7 7 Z o7 - // ? % ;,/
$50,000 ~ 7 ; 1 i . ’: é 7 ,/j
. W oWl W W W " w W W W W
Aug Sep Oct Nov. Dec Feb Mar Apr May Jun Jul

s Option | - 0.33% Projected Annual Rate of Return
Revenue Lost by Leaving Funds in County Treasury

====(ption 4 - 5.00% Projected Annual Rate of Return

Attachment: FCC Auction Proceeds Invesmtent Options

Chancellor Cabinet Response:
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Page 1 of 2



DBC Recommendation 2018-02 —
Investment of $100 Million of FCC Auction Proceeds

Attachment

Investment Options for FCC Auction Proceeds

OPTION 1: OPTION 2: OPTION 4:
Cumrent Pension Rate Donor Sponsored Supporting
Investment Policy Stabilization Trust (PRST) Organization (DSSO)
Investment Options Limited by Ed. Code Various strategies Unlimited Unlimited
Limited by Board Policy Average 2.58% - 9.89% Full market Full market
Earnings Rateﬁ Rotential (estimatedat1%) | (see attached)  [see attached) (see attached)
Risk Adverse (Principal) Yes Depends on strategy Depends on strategy Depends on strategy
Possible Annual 1% max or Depends on strategy Depends on strategy
B _D_i_s@ributlot) Rate | loss of principal Depends orj sirategy B {goal of 5%) (goal of 5%)
Yes, limited to annual : Tl
Use of Principal Allowed Yes retirement costs (S10 MM) Yes, via endowment Yes, via endowment
Separate Accounting Yes Yes Yes Yes
5 R Rz o A District Board members District Board members
Controls SBCCD SBCCD and/or staff plus majority and/or staff plus majority M5
community members Gift Board Members
$15,000 formation costs plus
Setup Costs N/A N/A Legal formation $2,500 annual Directers &
Officers insurance |
i Investment fees, operating | Investment fees and 517,500
SnaoingCosts i Vesimentifees Ruesimentiess costs, staff & compliance annual for administration
Restytetion.on lse No Yes, retirement costs Yes, via endowment Yes, via endowment
of Investment Proceeds S o ) |
Investment in Real Estate Ne No Yes Yes
Setup Timeline Medium Short Long Medium
DR Next Steps | X i 5 Board approval Legal counsel, RFP for DSSC
{after finalizing financial plan) | REEdonmdestment fim 1 to move funds non-profit creaticn [see attached)
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