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Purpose of Investment Policy 

 

The Board of Directors of the Foundation has the ultimate responsibility for the preservation of 

the Foundation’s assets and the returns thereof.  The purpose of the Investment Policy is to 

establish a philosophy that will effectively guide the Board of Directors, Investment Committee, 

Investment Managers and Advisors toward achieving the goals and objectives of the Columbia 

Basin Foundation.  This will ensure: 

 

A. There is an understanding by the Board of Directors, Investment Committee, Investment 

Managers, Advisors and Donors of the nature, purpose and goals of these funds. 

 

B. The Investment Managers are given guidelines, limitations and an understanding of what 

is expected of them. 

 

C. The Board of Directors, Investment Committee and its Advisors will have a basis to 

evaluate the investment performance of the Investment Managers and Advisors. 

 

Fiduciary Responsibilities 

 

The Board of Directors of the Columbia Basin Foundation expects the following parties to 

discharge their respective responsibilities in accordance with accepted fiduciary standards which 

requires that they:  (a) act in the sole interest of the Foundation and its beneficiaries and donors; 

(b) in determining the prudence of a particular investment, shall give due consideration to the 

role that the proposed investment  or investment course of action plays within the overall 

portfolio of assets and in applying such total assets approach, shall exercise the judgment of care 

under the circumstances that a prudent person acting in a like capacity and familiar with such 

matters would use in the conduct of an enterprise with a similar character and objective; and (c) 

by diversifying the investment so as to minimize the risk of large losses. 

 

A. Board of Directors:  The Board of Directors shall approve all policies of the Foundation, 

consistent with State and Federal laws, rules and regulations.  The Board of Directors has 

the ultimate responsibility for the preservation of the Foundation’s assets and return 

thereon.  The Board of Directors may delegate certain actions that may be taken by the 

Investment Committee then ratified at the next Board meeting. 

 

B. Investment Committee:  The Investment Committee has been established by the Board 

and designated to oversee investment matters and shall perform the following duties: 

 

1.  Recommending to the Board revisions to the Investment Policy to reflect       

     changing conditions with the Foundation or to make the Policy more  

     effective. 

 

2. Recommending to the Board the appointment and termination of any  

Investment and Investment Managers and Advisors. 
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3. Review changes to the asset allocation and manager structure to maximize 

total return subject to prudent risk-taking and make recommendations to the  

Board of Directors. 

 

4. Providing guidelines, including benchmarks, to Investment Managers and 

Advisors that clearly communicate the expectations of the Investment 

Committee for those managers.  Communication should occur periodically 

to review investments. 

 

5. Monitoring investment performance and compliance with this policy by 

Investment Managers and Advisors who have been given investment  

discretion over the Foundation’s funds. 

 

6. Monitoring the portfolio allocation to various asset classes to ensure  

compliance with stated allocations and allowable ranges. 

 

7. Investment Managers and Advisors will report at least annually to the Board 

on the following subjects: 

 

a. Fund investment performance summary, including comparisons to 

benchmarks. 

b. Current and historical asset allocations. 

c. Progress toward the stated performance objectives documented in this 

policy, particularly the total return goal. 

d. Other pertinent matters regarding the Foundation’s investments. 

 

C. Investment Managers:  The Investment Managers are responsible for day-to-day 

investment management of assets within their designated asset class in accordance with 

this Investment Policy.  The Investment Manager shall provide all requested information 

by the Investment/Finance Committee in a timely manner. 

 

D. Investment Advisors:  Any Investment Advisor(s) utilized by the Board would assist the 

Investment Committee with advice and guidance to achieve the investment objectives set 

forth within the Investment Policy.  In addition, the Advisors may monitor the 

performance and investment process of the Investment Manager to ensure that the 

objectives and guidelines of the Foundation are maintained and accomplished. 

 

Investment Objectives 

 

The anticipated life of the Foundation’s endowments is perpetuity.  This encourages a long-term 

commitment by the Investment Committee to their Investment Policy. 

 

 The Foundation’s long-term goal is to preserve asset size in real terms (after inflation) 

and by doing so, provide the same level of support in real dollars to future generations 

that current beneficiaries enjoy, without undue exposure to risk. 
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 A secondary long-term goal is to modestly grow asset size of the investment portfolio by 

realizing a real rate of return after administrative and management expenses, inflation and 

implementation of the spending policy. 

 

 The Foundation’s investment philosophy is based on a total return concept, which 

includes the sum of dividend income, interest income and capital appreciation after all 

transaction cost, whether it is realized or unrealized and whether it consists of gains or 

losses. 

 

 The total return target is 8.5% net compounded annually, which is based on a spending 

policy of 5%. 

 

 The performance of each Investment Manager will be measured against industry 

benchmarks.  Individual Managers are expected to provide return comparable or better 

than their industry benchmarks. 

 

Spending Policy 

 

The spending rate for distributions or payment to beneficiary is 5%, or as otherwise approved by 

the Board of Directors by the recommendation of the Investment Committee.  Distributions are 

based on the average market value of all endowment assets over the last 12 fiscal quarters 

preceding such distributions.  The fiscal year is currently the calendar year.  Any decisions to 

change the spending policy will be considered at the November meeting of the Board of 

Directors. 

 

Investment Managers or Advisors should assume that withdrawals may be made from the fund 

from time to time to meet the fund needs.  Appropriate liquidity should be maintained to fund 

their withdrawals without impairing the investment process.  The Investment Committee will 

endeavor to provide ample notice of any material withdrawal. 

 

Investment Managers or Advisors will be given adequate notice of cash needs and an estimate of 

liquidity requirements from their funds.  They will be expected to manage their funds to provide 

for anticipated withdrawals, if required, without impairing the investment.  An acceptable range 

for cash balances is 0 – 10%.  It is suggested that the target cash reserve be 5%.  This will be 

maintained in accordance with the policy established by Columbia Basin Foundation. New 

incoming deposits will be added into the cash reserve and invested periodically. 

 

The Columbia Basin Foundation Finance/Investment Committee will review these investment 

policies, guidelines and objectives at least annually. 

 

Asset Allocation 

 

The Finance/Investment Committee will determine asset allocation, using a portfolio mix 

ranging from 50-80% equity, 15-40% fixed income and 0-10% cash.  The following asset classes 

should be considered when investment managers evaluate various alternatives: 
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Equity Class (50-70%) Target Minimum Maximum Index Benchmark 

Large Cap 40% 30% 50% S&P 500 

[MidCap* 20% 0% 25% S&P 400 Index 

SmallCap]    Russell 2000 

International 10% 0% 20% MSCI EAFC Index 

Fixed Income 20% 15% 40% Lehman Aggregate 

Bond Index 

Alternative Strategies 5% 0% 10%  

Cash 5% 0% 10% Citigroup 3 Month 

T-bills Index 

*MidCap is defined as capitalization from $2.5-10 billion and SmallCap is under $2.5 billion. 

 

Current Asset Allocation 

 

Although equities produce a higher return than fixed income securities over a long-term, the 

portfolio should be managed in a balanced manner in order to dampen short-term volatility. 

 

Movement away from the current mix may be made by the Investment Manager as a strategic 

response to the relative attractiveness of various asset classes.  The Investment Manager may 

request an exception to this asset allocation if it is felt to be in the best interest of the Foundation. 

 

Affiliate Managers 

 

The Investment Committee has also approved the assignment of “affiliate managers”.  These are 

typically Investment Managers who have played a role in the assignment of a major new fund 

($500,000.00 or more) to the Community Foundation.  In such cases, equivalent investment 

amounts may be assigned to those managers as long as they agree to create and actively manage 

according to the same asset allocation being used by the Foundation for its other endowment 

funds.  They will also be subject to a submission of their fees to be approved by the Investment 

Committee of the Columbia Basin Foundation prior to assignment of assets. 

 

The Foundation is under no requirement to continue the affiliate manager arrangement if the 

manager fails to follow the investment policy guidelines of the Foundation, or the rate of return 

earned by the affiliate manager is not consistent with the Foundation’s other investment returns. 

 

Investment Guidelines/Restrictions 

 

 Equity Guidelines 

 Prudent diversification of common stock is required at all times. 

 There are no restrictions on realizing net investment gains/losses. 

 The following investments are not permitted: 

 Short sales 

 Purchase on margin 
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 Directly owned Real Estate 

 Any exposure to commodity investments, venture capital investments, private 

placements or hedge funds should be made through an approach utilizing 

diversified funds. 

 Any holdings that increase to a value in excess of 5% of the market value of the 

equities portfolio should be considered for reduction. 

 

 Fixed Income Guidelines/Restrictions 

 The purpose of the fixed income portion of the portfolio is to dampen volatility.  

The maturity should be maintained at a level from 5% above to 5% below the 

duration of the Lehman Aggregate Bond Index. 

 The core fixed income assets should emphasize quality.  US Treasuries, Federal 

Agencies and Corporate issues with a minimum rating of investment grade are 

required.  If a security is downgraded below the minimum rating, the 

Investment Manager must promptly sell that investment.  (Investment grade is 

defined by Standard & Poor’s as AAA, AA, A, BAA or any slight variation.) 

 All issues must be publicly traded. 

 For high yield or emerging market fixed income investments, an investment in 

mutual funds must be used. 

 Except for issues of the US Government or its agencies, commitments to a 

single issuer must not exceed 5% of the fixed income investments at the time of 

purchase. 

 There are no restrictions on turnover, nor limitations on realizing gains or 

losses.  However, be aware that taking a gain in one year may impact the rate of 

return in subsequent years.  As appropriate awareness of this is necessary. 

 

The performance of fixed income investments will be compared with the Lehman 

Government/Aggregate Bond Index and a universe of other similarly managed Income funds.  

The Investment Manager will recommend those indices to the Finance/Investment Committee 

for their approval.  These may change from time to time by approval of the Committee. 

 

Investment Style Guidelines 

 

Reasonable balance should be maintained between value and growth equity securities or mutual 

funds in the portfolio, as these two styles perform similarly over the long-term. 

 

Time Horizon 

 

The Investment Committee desires to invest the portfolio assets to maximize return over the 

long-term as opposed to investing to minimize short-term volatility. 

 

Review of Investments and Spending Policies 

 

The Investment Committee or Investment Manager may suggest a review at any time.  An annual 

review is mandatory. 
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Communication and Reporting 

 

The Investment Manager or representative is responsible for reporting to the Finance/Investment 

Committee on all significant matters pertaining to policies and the management of assets, 

including: 

 

 Informing the committee of major changes that are occurring or have occurred in the 

Manager’s investment outlook, strategy, or is planned in the portfolio structure. 

 Providing the Finance/Investment Committee with quarterly transaction, valuation and 

performance reports.  These reports should include: 

 

 Review of the past quarter and year-to-date. 

 Performance against benchmarks 

 Current value and rate of return (include realized and unrealized gains/losses). 

 Economic and market outlook. 

 Anticipated portfolio strategy. 

 

 Conducting a thorough review of current asset allocation and manager selections, at least 

annually, in order to re-balance the portfolio as needed. 

 

Finance/Investment Committee Membership 

 

The Finance/Investment Committee is a standing committee of the Columbia Basin Foundation.  

The President shall serve as an ex-officio voting member of the committee.   The treasurer shall 

Chair the Committee.  The desired committee size is 4-6 members including the President.  

Invitations to non-members may be made to individuals with investment expertise.  They will be 

non-voting members of the committee. 

 

Targeted Return 

 

Based on 50 years of historical returns for US financial assets, the long-term total return sought 

for the Foundation’s endowment investment is 8.5% per year, to be measured over a 3-5 year 

period. 

 

 Current Targeted Return Formula over a 3-5 year period 

  

 Annual Grant Distribution     5.00% 

 Investment Management and Administrative Fees  1.00% 

 Inflation       1.50% 

 Real Investment Portfolio Growth    1.00% 

 Target Total Return                8.5 % 
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Non-Endowment Asset Investment Pool (Nonperm) Guidelines 

 

These guidelines are for the Special Project/Building Funds.  These assets are typically invested 

pending disbursement for a period not to exceed three years.  Therefore, investments must be 

carefully monitored for performance.  Discussion with the donor should occur periodically. 

 

 Asset Quality 

 

A. Mutual Funds – Advisor may invest in any mutual fund or family of mutual 

funds that is appropriate for the portfolio objective(s).  Any investment in 

mutual funds should be done to minimize fees. 

 

B. Convertible preferred stock and convertible bonds – Advisor may use 

convertible preferred stocks and bonds as equity investments.  The quality 

rating of convertible preferred stock and convertible bonds must be “BBB” or 

better, as rated by Standard & Poor’s, or “BAA” or better as rated by Moody’s.  

The common stock into which both may be converted must satisfy the standard 

of Section A above.  A mutual fund may be the best vehicle to do this. 

C. Fixed Income Securities – The quality rating of bonds and notes must be "A" or 

better, as rated by Standard & Poor’s or Moody’s.  The portfolio may consist of 

traditional principal and interest obligations (no derivatives) with maturities up 

to 30 years.  The duration of such bonds may have a range from +5 to -5 of the 

Lehman Brothers Aggregate Bond Index. 

 

D. Money Market Funds – Are used to a large degree to meet short-term demands 

for these funds.  It is permissible to maintain a money market fund at a local 

bank within Grant County. 

 

E. Cash or Equivalents – Investments shall be made exclusively with the following 

securities, each of which shall conform to the stated quality requirements. 

1. U.S. Treasury and Agency securities. 

2. Corporate bonds and notes rated "A" or better by Moody’s and Standard 

& Poor’s. 

3. Commercial Paper rated P-1/A-1 by Moody’s and Standard & Poor’s or 

better. 

4. Certificates of Deposit and Bankers Acceptances from institutions rated 

"A" or better and insured by the FDIC. 

5. Repurchase Agreements collateralized by US Treasury securities.  If 

securities have a maturity of 5 years or greater, the collateralized amount 

must be at least 102%. 

6. Money market mutual funds, the principal investments of which are 

instruments described in 1, 3, 4, and 5 above with maturities of short 

duration. 

7. Money market accounts at commercial banks. 
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A second Non-Endowment Asset Investment Pool (Nonperm2) shall be established and consist 

of cash or equivalents as set forth in E, 1-7 above as an option to donors who want to minimize 

their risk for short-term Special Project / Building Funds. 

  

Socially Responsible Investment Pool (SRI) Guidelines 

 

A pool consisting of socially responsible investments may be established consisting of socially 

responsible investments agreed upon between the Foundation’s Board of Directors and the 

investment managers. 

 

The assets in the socially responsible pool shall not amount to more than approximately 10% of 

the total assets of the Foundation at any given time.   

 

Investment Management Limitations 

 

All purchases of securities will be for cash and there will be no margin transactions, short selling, 

commodity transactions, or use of derivatives.  Equity investments (as distinguished from gifts 

made to this institution) may not be made in letter stock or unregistered or privately placed 

securities.  In addition, Advisor may not make direct investments in real estate, lend money 

(except through the purchase of fixed-income securities as permitted above), or permit the 

lending, mortgage, pledge, or hypothecation of any asset. 

 

Stop Loss Policy 

 

Advisors are authorized to employ stop loss orders to protect the equity investments from 

unusual price reductions.  Advisors are authorized to move equity securities into cash or cash 

equivalents, at their discretion, as long as they maintain the minimum percentage in equity 

securities, as identified in the policy. 


