
 
 

STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES 
 

INTRODUCTION 

 
The Northern Piedmont Community Foundation (“NPCF”) was organized as a vehicle to facilitate charitable 
giving in the Northern Piedmont area.  The principal objective of NPCF is to receive and accept property to be 
administered exclusively for charitable purposes primarily in and for the benefit of the Northern Piedmont 
region of Virginia and its vicinity, or for charitable purposes supported by residents of the Northern Piedmont 
both within and without that region.  Because NPCF expects to operate in perpetuity, it requires a growing 
asset base and a growing annual return. 
 
This statement of investment policies and objectives has been prepared by the Foundation’s Investment 
Committee (“Committee”) for the purpose of governing the investment management of the NPCF’s portfolio, 
(“Portfolio”).  The Portfolio should be managed on a total return basis, consistent with the guidelines 
befitting a prudent investor.  It is anticipated that this statement will be effective until modified, as 
conditions warrant, by the Committee.  The policies and objectives provided below apply to the overall fund; 
specific guidelines may be formulated by certain individual donors as provided for in NPCF’s policies and/or 
by-laws. 
 
In order to adjust for inflation and provide for real growth, any earnings (both income and realized gains) in 
excess of the amount approved for spending will be reinvested in the Fund.  Spending will be done on a total 
return basis that reflects both realized and unrealized capital gains and investment income (interest & 
dividends). 
 
KEY INFORMATION 

 
Name of Foundation: Northern Piedmont Community Foundation 
Attorney:   William Gray 
    Hunton & Williams 
 
A. RESPONSIBILITIES OF THE INVESTMENT COMMITTEE 

 
The Board of Directors is charged with the responsibility for the management of the assets of the Northern 
Piedmont Community Foundation.  The Board shall discharge its duties solely in the interest of NPCF, with 
the care, skill, prudence and diligence under the circumstances then prevailing, that a prudent man/woman, 
acting in a like capacity and familiar with such matters would use in the conduct of an enterprise of a like 
character with like aims. 
 
The Investment Committee shall have direct responsibility for the oversight and management of the assets of 
NPCF and for recommending investment policies and procedures to the Board of Directors for final approval 
by the Board.  Additional responsibilities of the Investment Committee: 
 
1. Establishing reasonable and consistent investment objectives, policies and guidelines that will direct 

the investment of NPCF’s assets. (Policies must have final approval by the Board.) 
2. Prudently and diligently selecting qualified investment professionals, including but not limited to 

investment managers, consultants, and custodians.  
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3. Determining NPCF’s risk tolerance and investment horizon, and communicating these to the 
appropriate parties. 

4. Regularly evaluating the performance of the Investment Manager(s) to assure adherence to policy 
guidelines and monitor investment objective progress. 

5. Developing and enacting proper control procedures:  For example, replacing Investment Manager(s) 
due to fundamental change in investment management process, or failure to comply with established 
guidelines. 

6. Advising and communicating with the Board of Directors as to the results of all investment 
performance reviews.  Such reviews shall be held annually or more frequently if desired by the Board 
of Directors. 

7. Recommending to the Board of Directors proposed changes and revisions to this Investment Policy. 
 
B. INVESTMENT OBJECTIVES 

 
The overall financial objective of the Fund is to provide a level of support (as determined by the Fund’s 
attached spending policy) consistent with maintaining, or enhancing over time, the Fund’s spending power. 
 
The primary investment objective for the Portfolio is to achieve an average annual real total return (net of 
investment management fees) of at least 6.5% over rolling three-year periods.  Real total return is defined as 
the sum of capital appreciation (or loss) and current income achieved in the form of dividends and interest 
adjusted for inflation as measured by the consumer price index.  It is recognized that the real return objective 
may be difficult to attain in every three-year period, but should be attainable over a series of three-year 
periods. 
 
Any new funds that are designated for the Fund shall be invested with the managers employed at that time 
according to this Investment Policy.  Any donations or bequests received in the form of marketable securities 
will be sold as soon as possible and invested to the extent possible within the Fund.  The accounts will be kept 
consolidated in this manner for efficiencies at both NPCF and manager(s) level.  Special consideration will be 
given for certain gifts if absolutely necessary but the Investment Committee’s intent is for the majority of the 
assets of the Fund to be invested in a uniform manner. 
 
 
 
 
 
C.  INVESTMENT MANAGEMENT STRUCTURE 

 
The Board, through its Investment Committee, will select appropriate money managers and/or mutual fund 
managers to manage NPCF’s investment assets whose performance will be reviewed as described in Section 
G “Monitoring of Objectives and Results.”  The Committee shall consider appropriate local and out-of-area 
investment managers subject to approval by the Board of Directors. The Committee may engage consultants 
to analyze investment manager performance and styles, as well as investment policies, subject to approval by 
the Board of Directors. 
 
Managers should meet the following minimum criteria: 

1. Be a bank, insurance company, investment management company, or investment adviser as defined 
by the Investment Advisors Act of 1940. 

2. Provide historical quarterly performance numbers calculated on a time-weighted basis, based on a 
composite of all fully discretionary accounts of similar investment style. 

3. Provide detailed information on the history of the firm, key personnel and fees. 
4. Clearly articulate the investment strategy to be followed and document that the strategy has been 

adhered to consistently over time. 
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5. Selected firms shall have no outstanding legal judgments or recent past judgments which may reflect 
negatively upon the firm. 

6. Selected mutual fund partners shall invest a minimum of $1 million in their own fund. 
 
Subject to the guidelines and restraints set forth in this policy statement, each manager will be given 
complete discretion to manage Portfolio assets in order to achieve these investment objectives. 
 
D.  BROKERAGE POLICY 

 
All transactions effected on behalf of NPCF will be subject to the best price and execution. 
 
E.  PORTFOLIO COMPOSITION 

The total Fund shall be diversified at all times, prudently and consistent with stated risk tolerance.  The 
purpose of the diversification is to balance the risks in the portfolio, as well as to take advantage of the rates 
of return both among various asset classes and within individual asset classes.  The purpose of diversification 
is to provide reasonable assurance that no single security or class of securities will have a disproportionate 
impact on the Fund’s total return. 

▪  Equities:  50 – 75% of the total market value of the Fund.  Equities include common stocks, 
preferred stocks, securities (other than bonds) convertible into stocks, and mutual funds having 
managed portfolios made up of the foregoing securities.  Stocks must be listed on the New York 
Stock Exchange or the American Stock Exchange or traded via NASDAQ.  All Stocks must be of 
companies registered with the Securities and Exchange Commission. 

▪  Fixed-income securities:  25 – 50% of the total market value of the Fund.  Fixed-income securities 
include instruments, primarily bonds, that have a contractual rate of income and maturity date, and 
mutual funds having managed portfolios made up of such instruments.  Fixed income portfolios 
must maintain a quality level of “BAA” or better, as rated by Moody’s or “BBB” or better as rated by 
Standard & Poor’s. 

The prospect of credit risk loss shall be avoided.  Tax-exempt issues shall not be purchased, except 
in unusual circumstances. 

▪  Cash and cash equivalents:  0 – 15% of the total market value of the Fund.  Investments in cash and 
cash equivalents shall consist of high quality securities with high liquidity and current maturity of 
one year or less.  Cash equivalents include money market mutual funds, certificates of deposit 
(certificates of deposit shall be in federally insured financial institutions and shall not exceed the 
institution’s federally insured limit), short-term bills and notes of the U.S. Government, and 
commercial paper rated A1/P1. 

Any idle cash not invested by the investment manager(s) shall be invested daily through an 
automatic interest-bearing sweep vehicle managed by the custodian(s). 

▪  Unacceptable investments:  Investments will not be made in securities that are not readily 
marketable, warrants to purchase securities, commodity contracts, hedge funds, oil, gas or mineral 
programs, and real estate syndicates.  Securities may not be purchased or held on margin or sold 
short. 

The Investment Manager(s) shall review the portfolio for re-balancing purposes no less than 
annually. Re-balancing is required if two consecutive quarters exceed the maximum weight. 

F.   GENERAL GUIDELINES FOR MANAGERS 
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1. Managers shall invest so as to maintain a diversification of economic grouping and industry 
representation in order to ensure that any concentration of investments will not have an undue 
detrimental effect on the entire Portfolio. 

2. For each asset type account, an investment manager may invest no more than 10% of their portion of 
the Portfolio under management in any one issuer other than instruments issued by the U.S. 
Government. 

3. If a manager’s portfolio includes 5% or more of the voting stock of a single issuer, the manager must 
advise the Committee immediately. 

4. No investment will be made which would or might reasonably be expected to place in jeopardy 
NPCF’s exempt status under the Internal Revenue Code. 

5. Notwithstanding the terms of this policy statement, when NPCF assets are invested in mutual funds 
registered with the SEC under the Investment Company Act of 1940, it is accepted that such assets 
will be managed in accordance with the objectives, policies and restrictions set forth in the mutual 
fund’s prospectus. 

 

G.  MONITORING OF OBJECTIVES AND RESULTS 

1. All objectives and policies will remain in effect until modified by the Committee.  They will be 
reviewed at least annually for their continued appropriateness. 

2. Portfolios will be monitored on an ongoing basis as to consistency in each manager’s investment 
philosophy, return relative to objectives, investment risk as measured by asset concentrations, 
exposure to extreme economic conditions, and market volatility.  The Portfolio will be reviewed by 
the Committee on a quarterly basis, but results will generally be evaluated over a running three year 
period. 

3. The ultimate measure of success for the Fund is the total return relative to the 

investment objective of annual real total return (net of investment management 

fees) of at least 6.5% over rolling three-year periods.  As a secondary objective 

performance will also be compared to the Policy Benchmark (see Appendix B).  

Performance may also be compared to the performance of foundations with 

similar size endowments. 

4. The performance of each of the three asset classes will be measured against asset 

class specific benchmarks, with expectations specific to each asset class.  These 

benchmarks are in Appendix A, with total policy portfolio benchmark in 

Appendix B. 

5. Each investment manager will report the following information quarterly:  total return net of all 
commissions and fees, additions and withdrawals from the account, current holdings at cost and at 
market value, and purchases and sales for the quarter.  Regular communication concerning 
investment strategy and outlook is expected.  Additionally, managers are required to inform NPCF of 
any significant change in organizational structure, professional personnel, or fundamental investment 
philosophy. 
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6. It is the investment manager’s responsibility to propose revisions to these guidelines at any time the 
existing guidelines would impede meeting the Portfolio’s objectives. 

 
Adopted by the Board of Directors:  October 3, 2002 
Reviewed:  November 20, 2003 
Revised: June 21, 2007 
Revised: October 7, 2016 

   Appendix A 

Northern Piedmont Community Foundation 

Asset Allocation Policy 

 

In order to have a reasonable probability of achieving the Portfolio’s target return at an acceptable 
level of risk, the Committee has adopted the asset allocation policy outlined below. 

Asset Class  Target Range % Target Benchmark  

Equity   50 – 75  S&P 500 
Fixed Income  25 – 50  Bloomberg Barclays U.S. Aggregate Bond Index. 
Cash    0 – 15   U.S. 90-Day T-Bill 

 

 

Note: 

When reviewing other Investment Policies of other Foundations, I noticed quite a few have “target” 
percentages in addition to ranges.  They also break down the equities between domestic, non US 
Developed and emerging markets 
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Northern Piedmont Community Foundation 

Acknowledgement of Investment Policies and Objectives 
by Investment Manager 

 
By acknowledging in writing the receipt of this statement, the Investment Manager agrees to its terms 
and conditions.  Should the Manager believe at any time that changes, additions, or deletions to this 
statement are advisable, he or she will be responsible for communicating these in writing for review.  
This statement shall be reviewed on an annual basis.  Any contributions to funds held with NPCF should 
be made directly to NPCF who will deposit the amount to the correct fund. Under no circumstances may 
an investment advisor or their office make recommendations from a fund they manage. Any 
modifications to this policy shall be reviewed with the Investment Manager prior to implementation.  
The signatures below affirm that this statement has been read, understood and accepted.  
 
 
Northern Piedmont Community Foundation 

 

 

 

__________________________________  
By: 
 
Date:________________  
 
 
Investment Manager 
 
 
 
___________________________________  
By: 
 
Date:________________  
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Appendix B 

Northern Piedmont Community Foundation 

New Fund Measures 

 

 

The Northern Piedmont Community Foundation Board of Directors approved at the October, 22, 2016 
board meeting, at the recommendation of the Investment Committee, to limit the initial donation to set 
up a fund managed by advisors others than Northern Piedmont Community Foundation to $250,000. The 
Executive Director may petition the board to waive this requirement if there are extenuating 
circumstances that deserve consideration.  The funds already managed by advisors other than Northern 
Piedmont's are grandfathered and not subject to the requirement. 


