Investment Policy Statement
And
Operating Guidelines
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I.

PURPOSE
The purpose of this statement is to establish clear goals and guidelines regarding the
management of the assets of Yampa Valley Community Foundation. Investments of these
funds shall be made by the Investment Committee with the approval of the Board of
Trustees in accordance with the goals and restrictions stated herein. In doing so, the
Investment Committee is authorized to retain investment professionals within the structure
of these guidelines.
This statement will establish reasonable expectations, objectives, guidelines and measures
used to evaluate investment performance in the investment of the Foundation’s assets. This
Statement is not a contract and is intended to be a summary of an investment philosophy
that provides guidance for the Investment Committee and the Board. Periodically, this
statement should be reviewed and revised, if necessary, to insure that it continues to reflect
the Board’s attitudes, expectations, and objectives.

II.

ROLES AND RESPONSIBILITIES
A. BOARD OF TRUSTEES
The Board of Trustees retains its fiduciary responsibility for the investment strategy
and the retention of its investment advisor. Its responsibilities include the following:
•
•

•
•

Establishing an Investment Policy to provide the Foundation with direct
oversight of the investment advisor and the Fund’s investment strategy.
Retaining an investment advisor to provide the Fund with an investment
strategy that is within the parameters of this policy, implements the strategy,
determines asset allocation, selection of investment managers and provides the
board with reports to monitor the Fund.
Monitor and supervise all service vendors and investment options.
Avoid prohibited transactions and conflict of interest.

B. INVESTMENT COMMITTEE
The Investment Committee is a standing committee comprised of representatives from
the Board and industry professionals from the community. The Committee shall act
solely in the best interest of the Foundation and in concert with the mission of the
Foundation. Its members assist the board in its fiduciary responsibility by being subject
matter experts on the topics of finance and capital markets. The Committee’s
responsibilities include the following:
•
•
•

Annually reviewing the board’s Investment Policy Statement and Operating
Guidelines and providing the board with its recommendations or modifications
as needed.
Developing investment objectives, asset allocation strategies and performance
guidelines.
Recommending investment advisors to the board.
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•
•
•
•
•
•

Review the investment managers selected to fill the target allocation for
appropriateness.
Reviewing and evaluating investment results.
Providing periodic performance reports to the Board.
At least quarterly, the Committee will host a meeting to review the Fund with
the investment advisor.
Recommendations to the Board represents a consensus of the committee.
The committee will periodically review total costs associated with the
management of the Portfolio’s investment program.

C. INVESTMENT ADVISOR AND ASSET MANAGEMENT
With a recommendation from the committee, the board retains an investment advisor
to allocate and invest its fund according to this policy.
•
•
•
•
•
•
•
•
•

III.

The investment advisor is registered with the SEC (Security Exchange
Commission).
Recommends investment policy statement modifications to the committee for
its consideration.
Advises the committee on a target asset allocation.
Selects investment managers to manage the appropriate section of the asset
allocation.
Provides the committee with relevant reports on a quarterly basis, so the
committee can effectively monitor the fund.
Provides the board, committee and staff with educational opportunities
consistent with the management of nonprofit organizations.
Monitoring the allocation and rebalancing of the portfolio back to its target.
Exercise full investment discretion with regards to buying, managing, and
selling assets held in the portfolios.
Notify Investment Committee regarding any material change in investment
management personnel or ownership of investment management company

MONITORING AND CONTROL
A. STANDARDS FOR PRUDENT INVESTING
In investing and managing the portfolio, the Committee will consider both the purposes
of the Foundation and the purpose of any specific institutional fund.
Management and investment decisions about an individual asset will be made not in
isolation but rather in the context of the portfolio as a whole and as part of an overall
investment strategy having risk and return objectives reasonably suited to the
Foundation.
In managing the portfolio, the Committee will incur only those costs that are
appropriate and reasonable in relation to the portfolio or any specific institutional fund,
the purposes of the Foundation, and the skills available to it and will use reasonable
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efforts to verify facts relevant to the management and investment of the portfolio or
any specific institutional fund.
Except as a donor’s gift instrument otherwise requires, and consistent with C.R.S. 151-1101, et.seq., the following factors must be considered, if relevant, in managing and
investing the investment portfolio, including the requirements for any specific
institutional funds:
• General economic conditions;
• The possible effect of inflation or deflation;
• The expected tax consequences, if any, of investment decisions or strategies;
• The role that each investment or course of action plays within the Foundation’s
overall investment portfolio;
• The expected total return from income and the appreciation of investments;
• Other resources of the Foundation;
• Needs for liquidity, regularity of income, and preservation or appreciation of
capital;
• An asset’s special relationship or special value, if any, to the purpose of the
Foundation.
B. FREQUENCY OF REVIEW
In addition to quarterly review of target allocations the Investment Committee will
review the Investment Policy and Operating Guidelines in its entirety at least every two
years or whenever assets in the pool have either increased or decreased by a factor of
two from the date of the last review.
The Foundation recognizes that all investments go through cycles and, therefore, there
will be periods of time in which the investment objectives are not met or when specific
asset classes or managers fail to meet their expected performance targets. Recognizing
that good years help to make up for bad ones, the Foundation acknowledges the
principle that asset classes and/or managers must be given an opportunity to make up
for poor periods. Unless there are extenuating circumstances, patience will often prove
appropriate when performance has been disappointing.
The Foundation also recognizes that a diversified portfolio will never match the
performance of the best performing asset classes or managers in a given year.
Furthermore assets or managers performing above long-run expectations in one period
often perform below long-run expectations in other periods. The Foundation does not
intend to “chase performance”, by choosing asset classes or managers solely on the
basis of recent performance.
On an overall portfolio basis, the Foundation establishes a goal of achieving the stated
investment return objectives over a three to five year period of time. A shorter time
frame would contradict the principle that asset classes and/or managers should
generally be given the opportunity to overcome poor performance with subsequent
excellent performance.
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C. REPORTING
Foundation staff shall provide the Investment Committee with a report each quarter
that lists all assets held by the Foundation, values for each asset and all transactions
affecting assets within the portfolio, including additions and withdrawals.
The Investment Committee shall receive no less frequently than on a quarterly basis
and provide the following management reports:
• Portfolio performance results over the quarter to date, year to date, last year, 36
months and 60 months (or life of the pool if less)
• Performance results of each individual manager for the same periods
• Performance results of comparative benchmarks for the same periods
• Performance shall be reported on a basis that uses GIPS® guidelines in the
calculation of investment performance returns.
• End of quarter status regarding asset allocation—current versus policy
• Any recommendations for changes of the above
Fund advisors will be provided a quarterly fund statement including the value of the
fund, any additions or withdrawals, returns, fees charged and miscellaneous
expenditures. Advisors will also receive information on pool performance.
D. MEETINGS AND COMMUNICATION
As a matter of course, the Investment Committee shall meet on a quarterly basis to
review the Portfolio’s performance, any material changes in the Foundation outlook,
and the economic outlook. The Executive Director or the Chairman of the Investment
Committee will communicate any findings or recommendations to the Foundation’s
Board of Trustees.
The Foundation is committed to transparency and full disclosure regarding its
investment activities and will make available any of the reports outlined above to its
donors upon request.

E. MONITORING OF INVESTMENT ADVISOR
The Foundation has determined it is in the best interest of the Portfolio's participants
that performance objectives be established for each investment advisor. The advisor’s
results will be periodically evaluated and compared to appropriate indices. The
performance of the investment advisors will be monitored on an ongoing basis and it
is at the Foundation's discretion to take corrective action by replacing an advisor if they
deem it appropriate at any time.
The risk associated with each advisor’s portfolio, as measured by the variability of
quarterly returns (standard deviation), should not exceed that of the benchmark index
or peer group without a corresponding increase in performance above the benchmark.
It is understood that there are likely to be short-term periods during which performance
deviates from market indices and advisors should not be terminated for this reason
alone.
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IV.

INVESTMENT OBJECTIVES
The Foundation’s assets shall be invested for the sole interest and exclusive benefit of the
Foundation. The Foundation maintains several funds and each has its own risk profile, time
horizon and investment objectives. Each fund’s investment objective is listed below:
Short-Term Investment Pool
Provide a holding vehicle for granting needs over the relatively near-term. These funds
should have a time horizon of one year or less. The asset allocation and investment advisors
should have a conservative bias and strive to earn CPI net of all fees.
Long-term Investment Pool
Provide the Foundation with growth to meet the granting needs of the community into
perpetuity. These funds should have a longer time horizon of seven to ten years. The asset
allocation and investment advisor should have a growth bias. The advisor should strive to
earn the Foundation’s spending policy plus CPI and net of all fees.
Advised Managed Funds
Asset allocations are recommended by the donor of the fund and approved and monitored
by the Investment Committee. For further information refer to the Foundation’s Advised
Managed Fund Policy.

V.

ASSET CLASS GUIDELINES
Subject to the limitations stated herein, the Committee is given full investment discretion
consistent with the investment objectives and guidelines of the Fund and shall have full
discretion regarding the selection of fixed-income securities, cash equivalents, real estate,
equities and other publically traded securities in order to assure full flexibility in the
management of the Fund.
Cash and Equivalents
The Committee may invest in commercial paper, repurchase agreements, Treasury Bills,
certificates of deposit and money market funds to provide income, liquidity for expense
payments, and preservation of the account’s principal value. All such assets must represent
maturities of one-year or less at time of purchase. Commercial paper assets must be rated
A-I or P-I by Standard & Poor’s and Moody’s respectively. The Committee may not
purchase short-term financial instruments considered to contain speculative characteristics
(uncertainty of principal and/or interest). The Committee also may not invest more than
10% (ten percent) of the account’s market value in the obligations of a single issuer, with
the exception of the U.S. Government and its agencies.
Fixed Income Securities
The Fund may invest in appropriately liquid preferred stocks, corporate debt securities,
mortgage backed securities, collateralized notes and obligations of the U.S. Government
and its agencies. All corporate fixed income securities must be of investment grade BBB
or better quality, both at the time of purchase and thereafter Investments in securities of a
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single issuer, with exception of the U.S. Government and its agencies, must not exceed
20% of the Fund’s fixed income market value.
Equities
In keeping with our general philosophy, the Board expects the Committee to maintain the
equity portfolios at a risk level approximately equivalent to that of the equity market as a
whole as represented by the Wilshire 5000 Total Market Index. Equity holdings may be
selected from the New York, American and Regional Stock Exchanges, and over the
counter markets. These holdings may include American Depository Receipts (ADRs).
Alternative Investments
The Investment Committee may consider alternative investment vehicles as a way to
reduce the risk of the overall portfolio. Investments in alternative investment assets are
limited to not more than 10% of the value of the total assets of the portfolio at the time of
initial investment.
Real Estate Investments
The Board must approve any and all direct real estate investments prior to any investment.
This provision does not apply to publicly traded real estate investment trusts (REIT’s) or
to publicly traded companies engaged in the business of real estate activities.
Disallowed Securities
Investment in private placements and letter stock are not allowed unless specifically
approved by the Foundation’s Board of Trustees.

VI.

SHORT-TERM INVESTMENT POOL
The aim of the Yampa Valley Community Foundation’s Short-Term Investment Pool is to
provide a holding vehicle for funds that will be granted over the relatively near-term or
have been allocated to projects with budgets fixed in nominal terms. As such it is not
structured to maintain purchasing power over the long-term or generate the real returns that
facilitate a long-term endowment.
Due to the objectives of the Short-Term Investment Pool, the only permitted asset class is
Cash and Cash Equivalents. For the purposes of planning, the time horizon for these
investments is one year or less. The nature of the Short-Term Investment Pool requires it
be highly liquid with an extremely low risk tolerance.

VII.

LONG-TERM INVESTMENT POOL
The Board is willing to forego a portion of current income and accept moderate fluctuations
in the Fund value in order to achieve a moderate amount of long-term growth in assets.
The investment goals for these assets shall be to achieve an average annual rate of return
that, net of inflation and of after the distribution of the Foundation’s Spending Policy and
an administrative charge, provides a net positive return, measured on a five year rolling
window, which is in line with appropriate benchmarks.
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Due to the relatively long-term investment horizon, the Board has determined that up to
15% of the assets under the Long-Term Investment Pool can be invested in illiquid, longterm investments. Such investments may include, but shall not be limited to, deferred
annuities, private real estate investment trusts, limited partnerships and bank certificates of
deposit with extended maturities.
Asset Allocation & Policy Benchmark
Asset Class

Range

Cash & Cash Equivalent
Equities

1% - 10%

US Large, Mid & Small Cap, Intl,
Emerging

Fixed Income
Alternatives
Real Assets
(Commodities, REITs)

25% - 75%
30% - 65%
0% - 15%
0% - 6%

Benchmark
3-Month U.S. Treasury Bills
S&P, Russell Mid Cap, Russell 2000,
EAFE, EEM
Barclays Cap US Aggregate Index
HFRI Composite Index
FTSE NAREIT, Bloomberg
Commodity Index

Rebalancing of Strategic Allocation
The percentage allocation to each asset class may vary as much as plus or minus 10% points
depending upon market conditions within the judgment of the investment managers. The
upper and lower limits are not intended to impose absolute limits on asset allocation, but
rather to suggest what ranges around the targets are considered normal. The allocations
may at times drift outside the ranges due to portfolio performance or, in unusual cases, for
tactical reasons. The limits suggest when portfolio rebalancing should be considered in
order to bring the allocations closer to the IPS targets. When necessary and/or available,
cash inflows/outflows will be deployed in a manner consistent with the strategic asset
allocation of the Portfolio. If the Foundation judges cash flows to be insufficient to bring
the Portfolio within the strategic allocation ranges, the Foundation shall decide whether to
effect transactions to bring the strategic allocation within the threshold range. The
investment committee will review the allocation of the Portfolio quarterly.

VIII. SPENDING POLICY
The annual spending policy for endowed funds shall be computed using a simple average
of the fair market value of the fund for the previous 12 quarters multiplied by the 4.5%
spending policy percentage. Funds with a specific spending policy outlined in their fund
agreement would not be affected by this calculation.
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