TOWSON UNIVERSITY FOUNDATION, INC.

Investment Policy & Guidelines

The Investment Committee will oversee Towson University Foundation, Inc. (TUF) investments, in accordance with the Investment Committee Charter, as approved by the Board of Directors.  Policies currently governing significant areas of investment management are based jointly upon actions of the Board of Directors and the Investment Committee. 

 I.
Management of TUF’s Investments

Preamble – Authority for Investment Management:  The Board of Directors vests authority to the Investment Committee to recommend investment policy for TUF.  The Committee reports to the full Board at each meeting regarding the status of TUF’s endowment and operating investments, investment policies, and investment results; and makes recommendations for changes in investment policy for Board approval.

A. General Functions of the Investment Committee

1. The Investment Committee shall review regularly all investments of TUF.  Its principal function shall be to develop and recommend to the Board such investment and investment related policies, as it deems appropriate.

2. The Investment Committee shall make detailed reports to the Board of Directors.

3. The Investment Committee shall recommend to the Board appropriate policies and procedures for custodianship and access to securities held by TUF.
4. The Investment Committee may engage an investment consultant to work with staff, and to advise staff and the Committee on the aspects of investment management including, but not limited to: overall investment strategy, general asset allocation, target asset allocation, market trends, investment manager selection, manager evaluation criteria, risk management and compliance.
B. Specific Functions of the Investment Committee

1. Establish reasonable and consistent investment objectives, policies and guidelines that will direct the investment of the assets and review them annually to assure continued relevance;

2. Determine the risk tolerance and investment time horizon and communicate these to the appropriate parties;      

3. Prudently and diligently select qualified investment professionals, including investment manager(s), investment consultant(s), and custodian(s), and make a reasonable effort to verify facts about such providers;

4. Review the performance of all investments to both monitor investment progress and assure adherence to policy guidelines;

C. Specific Functions of the Investment Committee, continued

5. Periodically analyze costs incurred with investment providers to ensure that they are appropriate and reasonable;

6. Develop and enact proper risk controls and procedures.
II. Endowment Investment Policy and Guidelines

Preamble – The goal of the investment program for the Endowment is to provide a real total return from assets invested that will over time, at least preserve the purchasing power of endowed capital, while generating an income stream to support the activities of the funds.  Achievement of the real total return will be sought within acceptable levels of risk and volatility.

A. Endowment Investment Objective

For the long term, the primary investment objective for the Endowment Fund is to earn a total return, net of investment and custodial fees, within prudent levels of risk, which is sufficient to maintain in real terms the purchasing power of the Endowment.

B. Endowment Asset Allocation 
1. To achieve its investment objective, the Endowment Fund shall be allocated among different asset classes.  These asset classes may consist of domestic and international equity, domestic and foreign fixed income, and other asset classes. The purpose of allocating assets to these asset classes is to ensure the proper level of diversification within the Endowment Fund.

The long-term strategic asset allocation adopted by the Board is outlined below:

	
	Target
	Allowable Range

	Equities:
	
	

	Large/Mid Cap Domestic
	 35%
	     30 – 40%

	Small Cap Domestic
	 10%
	       5 – 15%

	Non-U.S.
	 15%
	     10 – 20%

	Sub-Total - Equities
	 60%
	     45 – 75%

	
	
	

	Alternative Investments
	 15% 
	       0 – 25%

	
	
	

	Fixed Income:
	
	

	Domestic
	 25% 
	     10 – 30%

	International
	   0%
	       0 – 10%

	Sub-Total - Fixed Income
	 25% 
	     10 – 40%

	
	
	

	Cash & Equivalents
	   0%
	      0  –  15%


	Totals
	100%
	


              B.   Endowment Asset Allocation (Continued) 
2. The purpose of equity investments, both domestic and international, in the Endowment Fund is to provide current income, growth of income, and appreciation of principal with the recognition that this class of investment carries with it the assumption of greater market volatility and risk of loss.

3. The purpose of fixed income investments, both domestic and international, is to provide diversification and a predictable, dependable source of income.  It is expected that fixed income investments will not be totally dedicated to the long-term bond market, but will be flexibly allocated among maturities of different lengths according to interest rate and credit prospects.  One aim of the fixed instruments is to reduce the overall volatility of the Endowment Fund’s assets and provide a deflation hedge.

4. The purpose of allocations to alternative investments, (defined as those falling outside the scope of long only equity or fixed income), is to provide diversification to the overall portfolio, reduce volatility of returns and target an absolute positive return.  
5. The Endowment Fund will strive to be diversified both by asset class and within asset classes.  Within each asset class, securities for example, will be diversified among economic sector, industry, quality, and market capitalization.  The purpose of diversification is to provide a reasonable assurance that no single security or class of securities will have a disproportionate impact on the performance of the total fund.  As a result, the risk level associated with the portfolio investment is reduced.
C. Endowment Asset Allocation Review and Balancing Procedure

1. The Investment Committee will review the strategic asset allocation, at least annually.
2. As there are cash flows into and out of the investment portfolio, i.e., new gifts and spending, the Investment Committee shall review the allocations periodically in order to ensure conformity with the strategic allocations for the Endowment.

D. Domestic Equity Investments

1. Equity investment managers are engaged to provide growth of income and appreciation of principal.
2. The objective of the Large Cap Equity Portfolio is to provide exposure to the large cap domestic equity markets.
3. The objective of the Mid Cap Equity Portfolio is to provide exposure to the mid cap domestic equity markets.

4. The objective of the Small Cap Equity allocation is to provide exposure to the small cap domestic equity markets. 
D.
Domestic Equity Investments, continued
5. Performance is calculated and monitored by the investment consultant, on a quarterly basis, and results are reported to the Investment Committee.

6. Equity transactions should be entered into by the equity manager on the basis of best execution, which is interpreted normally to mean best-realized price.
E. Non-U.S. Equity Investments

1. The Non-U.S. Equity investments are designed to provide additional diversification for the portfolio.  
2. Performance is calculated and monitored by the investment consultant, on a quarterly basis, and results are reported to the Investment Committee.

F. Fixed Income Investments

Fixed income managers are engaged to reduce the overall volatility of the Endowment’s assets, provide a deflation hedge, and a highly predictable and dependable source of income.  It is expected that investments made by the fixed income manager(s) will be flexibly allocated among maturities of different lengths and potentially different credit qualities.
1. Performance is calculated and monitored by the investment consultant, on a quarterly basis, and results are reported to the Investment Committee.

2. The fixed income manager(s) may use money market instruments, as well as other fixed income instruments.  The Investment Committee shall determine the average duration and credit quality of the allocation.
3. Fixed income transactions should be entered into by the fixed income manager on the basis of best execution, which is interpreted normally to mean best-realized price.

G. Alternative Investments
The University System of Maryland Foundation, Inc. (USMF) was engaged to provide additional diversification for the Endowment.  USMF investments may include several Alternative Investments, as described earlier in this document, including hedge funds, real estate investments, private equity, real assets, long and short positions and other holdings.  The Investment Committee may decide at any time to invest in other Alternative Investments outside of USMF
H. Guidelines for Corrective Action

1. Corrective actions should be taken in a timely manner, if deemed necessary as a result of the on-going review processes.
(a) The Committee will not as a rule, reduce or eliminate a position on the basis of short-term performance.  If the position is sound and the firm is adhering to its style and approach, the Committee will allow a sufficient interval of time over which to evaluate performance.  Positions will be evaluated based upon performance against comparable benchmarks.
III. Operating Fund Investment Policy and Guidelines

Preamble – The distinguishing characteristic of the Operating Fund investments is that they are not held in perpetuity and may be subject to immediate expenditures.
A. Operating Fund Investment Objective
The investment objective of the Operating Fund is to maintain real purchasing power with low to moderate risk.
B. Operating Fund Asset Allocation
	
	Target
	Allowable Range

	Quasi-endowment
	 30%
	       0 – 40%

	Cash and Cash Equivalents
	 10%
	       5 – 35%

	Fixed Income
	 60%
	     40 – 70%

	     Totals
	100%
	     


The Operating Fund should be reviewed periodically in order to determine cash flow implications for the Fund.

C. Operating Fund Performance Measurement and Evaluation

1. Performance is calculated and monitored by the investment consultant on a quarterly basis, and reported to the Investment Committee.


2. Performance for the Operating Fund should be evaluated against benchmarks appropriate to the asset mix, but in the context of the changing cash flows and with the liquidity needs of the Operating Fund held as a priority.
Last amended 9/20-2016, changing the Allowable Range of Endowment Cash and Equivalents from 0 – 5% to 0 – 15%.  See section II, B. 1.
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