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Community Foundation
FOR MISSISSIPPI

For Mississippi. For Good. Forever.

INVESTMENT POLICY STATEMENT

I. INTRODUCTION:

The purpose of this Investment Policy Statement is to establish a clear understanding between
the Board and Investment Committee (“the Trustees”) of the Community Foundation for
Mississippi  (“the Foundation”), the Investment Consultant, and the Investment
Manager(s)/Advisor(s) as to the investment objectives and policies applicable to the investment
of Foundation assets (“the Portfolio™).

This Investment Policy Statement (IPS) will:

e Establish expectations, objectives, and guidelines in the investment of Foundation
assets;

 Define the investment structure for managing Foundation assets, including asset
classes, asset allocations and acceptable ranges, in order to produce a sufficient
level of overall diversification and total investment return over the investment time
horizon;

e Provide for each investment portfolio guidelines that control overall risk and
liquidity:

e Establish criteria to regularly monitor, evaluate and compare performance results;
Meet the fiduciary obligations of the Board of Trustees, as delegated to the
Investment Committee, with respect to the management and investment of the
Portfolio, consistent with all applicable local, state, federal and international law;
and

¢ Define responsibilities of all involved parties and assign those responsibilities.

Il. INVESTMENT OBJECTIVES:

The overall, long-term investment goal of the endowed funds of the Foundation is to achieve an
annualized total return (net of fees and expenses), through appreciation and income, greater than
the rate of inflation (as measured by the broad, domestic Consumer Price Index) plus
management fees and distribution needs thus protecting the assets against inflation.

lil. TIME HORIZON:

The Investment Committee seeks to achieve or outperform return benchmarks informed by the
asset allocation decision, over a full market cycle for the endowed funds. The Committee does not
expect that all investment objectives will be attained in each year and recognizes that over various
time periods, investment managers may produce significant over or under performance relative
to the broad markets. For this reason, long-term investment returns will be measured over a 3-to
5-year moving period. The Committee reserves the right to evaluate and make any necessary



changes regarding investment managers over a shorter term using the criteria established under
"Control Procedures."

For donor funds, the time horizon will vary based on the selected investment option and
individualized goals of each donor.

FOUNDATION SPENDING POLICY

For endowed funds, the amount distributed for spending purposes is 4.5% of a 12-quarter moving
average value of Foundation assets. The policy procedure as well as spending amounts will be
reviewed periodically.

IV. RISK TOLERANCE:

Considering the uncertainties and complexities of contemporary investment markets, the
Investment Committee recognizes and acknowledges that risk must be assumed in order to
achieve long-term investment objectives. Therefore, interim fluctuations in market value and
rates of return may be tolerated in order to achieve long-term objectives.

V. ROLES AND RESPONSIBILITIES:

The Board of Trustees

The Board of Trustees is ultimately accountable for the investment portfolio. However, the Board
of Trustees has determined that the portfolio is more likely to achieve return objectives if focused
oversight and management are delegated to the Investment Committee. As such, the Board of
Trustees is authorized to delegate certain responsibilities to the Investment Committee, as well as
to professional experts in various fields. The specific responsibilities of the Board of Trustees
relating to the management of the Portfolio include, but are not limited to:
e Projecting the Foundations financial needs and communicating those needs to the
Investment Committee on a timely basis;
Establishes the IPS; and
e Reviews and considers recommendations for any expenditure not included under
spending formula withdrawals.

The Investment Committee

The responsibilities of the Investment Committee include, but are not limited to:

e Overseeing the Portfolio consistent with the IPS;

¢ Establishing accounts to be managed or directed by the Investment Committee;

¢ Selecting qualified investment professionals such as Investment Managers and
additional specialists as may be required;

¢ Evaluating on a regular basis the performance of the Portfolio;

e Establishing and reviewing the IPS periodically and submitting recommended
amendments the IPS for consideration by the Board of Trustees; and

e Defining investment objectives and policies of the Portfolio as outlined within the
IPS.



The Investment Consultant

The responsibilities of the Investment Consultant include, but are not limited to:

Monitoring the Foundation's investment performance and implementing
investment strategies in order to obtain the Long-Term Objective of the
Foundation;
Assisting in the development and implementation of investment policies,
objectives, and guidelines;
Conducting an asset allocation analysis and implementation of an asset allocation
strategy with respect to the Foundation's objectives;
Preparing and presenting performance evaluation reports in accordance with
Association of Investment Management and Research promulgated standards;
Attending Committee meetings to present evaluation reports on a quarterly basis
and at other meetings on an "as needed" basis;
Reviewing contracts and fees for both current and proposed Investment Managers;
Reviewing and developing investment strategies that complement existing asset
classes or strategies to be considered by the Committee;
Communicating investment policies and objectives to the Investment Managers,
monitoring their adherence to such policies, and reporting all violations;
Notifying the Committee of any changes in personnel or ownership of the
consulting firm;
Assisting the Committee in special tasks;
Notifying the Committee immediately of any litigation or violation of securities
regulations in which any Investment Manager is involved;
Developing a monitoring process, to include:

o astandardized reporting format;

o selection of comparative indices.

The Investinent Manager/Advisor

The responsibilities of the Investment Manager/Advisor include, but are not limited to:

Investing assets under their management in accordance with agreed upon
guidelines and restrictions;

Exercising discretionary authority over the assets entrusted to them, subject to
these guidelines and restrictions;

Providing written documentation of portfolio activity, portfolio valuations,
performance data, and portfolio characteristics on a quarterly basis in addition to
other information as requested by the Committee or Consultant;

Voting proxies for the assets under management (companies held within the fund)
in the best interest of the Foundation;

Implementing specific security selection and timing of purchase and sales;
Initiating written communication with the Committee whenever the investment
manager believes that the written agreement relating to the investment manager
should be altered. No deviation from the guidelines and objectives established in
the written agreement with the manager shall occur until after such
communication has occurred and the Committee has approved such deviation in
writing.

Not invest in non-marketable securities, nor buy or sell uncovered options, nor
use leverage.



VI. ASSET ALLOCATION:

In making asset allocation judgments, the Investment Committee is not expected to "time" subtle
changes in financial markets, or to make frequent or minor adjustments. Instead, the Investment
Committee is expected to develop and adopt expressed guidelines for broad allocations on a long-
term basis, considering current and projected investment environments.

The Investment Committee’s general policy for the Balanced Pool shall be to diversify investments
within both equity and fixed income securities so as to provide a balance that will enhance total
return, while avoiding undue risk concentrations in any single asset class or investment category.

Balanced Pool Asset Allocation Detail:

Asset Category Minimum Maximum
Equity . 40.0% 80.0%
US Large Cap Equity 20.0% 40.0%
US Small/Mid Cap Equity | 10.0% 20.0%
Developed International Equity 10.0% 30.0%
International Small Cap Equity 0.0% 10.0%
Emerging Market Equity 0.0% 10.0%
Fixed Income 10.0% 40.0%
US Core Fixed Income 5.0% 30.0%
US Intermediate Fixed Income 0.0% 10.0%
US Short Duration High Yield 0.0% 5.0%
Cash/US Short Duration 0.0% 15.0%

The Equity Pool shall be invested in equities only but shall also be diversified so as to provide a
balance that will enhance total return, while avoiding undue risk concentrations in any single
asset class or investment category. The diversification does not necessarily depend upon the
number of industries or companies in a portfolio or their particular location, but rather upon the
broad nature of such investments and of the factors that may influence them.

Equity Pool Asset Allocation Detail:

Asset Category Minimum Maximum
Equity 90.0% 100.0%
US Large Cap Equity 20.0% 50.0%
US Small/Mid Cap Equity 10.0% 30.0%
Developed International Equity 10.0% 30.0%
International Small Cap Equity 0.0% 15.0%
Emerging Market Equity 0.0% 15.0%
Cash 0.0% 10.0%




The Income Pool shall be invested in income producing securities only but shall also be diversified
to provide a balance that will enhance total return, while avoiding undue risk concentrations in
any single asset class or investment category.

Income Pool Asset Allocation Detail:

Asset Category Minimum Maximum
Fixed Income . 90.0% 100.0%
US Core Fixed Income . 30.0% 80.0%
US Core Plus Fixed Income : 0.0% 60.0%
US Intermediate Fixed Income | 0.0% 50.0%
US Short Duration High Yield | 0.0% 20.0%
US Short Duration Fixed 0.0% 20.0%
Cash | 0.0% 10.0%

The Board and the Investment Committee ("the Trustees") recognize that one appropriate
approach to accessing equity and fixed income investments is with the use of closed end or open-
end investment companies (mutual funds). Additionally, the Trustees acknowledge that many
mutual funds may choose to invest in an array of asset classes (cash, large cap stocks, mid/small
cap stocks, etc.) within a single fund and vary their investment mixes from time to time. Therefore,
for purposes of compliance with the Foundation's target investment mix, a mutual fund will be
categorized for the Foundation according to its classification by Morningstar.

The Board and Investment Committee recognizes that some donor advisors may desire to
recommend different allocations. The Investment Committee is authorized to accept and act on
allocation recommendations from donor advisors which are different from the allocations stated
above if deemed by the Committee to be prudent.

REBALANCING PROCEDURES

An asset class is within acceptable range if the current allocation is within the lower and upper
limits as stated above. The asset allocation ranges may be changed from time to time by the Board
of Trustees.

The Investment Committee may authorize a temporary change to the asset allocation limits due
to extreme changes in market conditions but must immediately inform the Board of Trustees of
the specific authorization and bring any recommendations for more permanent change to the next
Board meeting.

The Investment Committee will rebalance the Portfolio at least semi-annually, in order to
maintain the Portfolio’s position within the minimum and maximum levels.

The Investment Committee may consider rebalancing the Portfolio within the asset allocation
range to take advantage of the current market opportunities and/or conditions.

VIl. INVESTMENT GUIDELINES:

GENERAL:



Although the Investment Committee does not dictate policy to pooled/mutual fund investment
managers, it is the intent of the Investment Committee to select and retain only pooled/mutual
funds with policies that generally comply with the guidelines and restrictions stated below. All
managers (pooled/mutual and separate), however, are expected to achieve the performance
objectives.

No more than 10% of the portfolio will be invested in a single security.
EQUITIES:

Each active domestic and international equity investment manager shall vote proxies and share
tenders in a manner that is in the best interest of the Foundation and consistent with this
Investment Policy Statement.

Index Funds

The use of index funds such as the Vanguard Total Bond Market Exchange Traded Fund or the
Vanguard Total Stock Market Exchange Traded Fund is permitted. These funds are designed to
track the underlying index and are otherwise unmanaged.

FIXED INCOME:

Security Types

Investment in obligations of the U.S. Government, including Treasury Inflation-Protected
Securities (TIPS), U.S. Government Agencies, U.S. Corporate entities, Mortgage-Backed
Securities (MBS), Collateralized Mortgage Obligations, Asset Backed Securities, Taxable
Municipal securities, Commercial Mortgage-Backed securities (CMBS), REIT debt, and dollar
denominated foreign bonds is permitted unless otherwise prohibited by investment restrictions.

Diversification
With the exception of U.S. Treasury and Agency obligations, no more than ten percent (10%) of
the fixed income portfolio at market shall be invested in a single issue or corporate entity. If more

than one investment manager manages fixed income, these restrictions apply separately to each
portfolio.

Quality
The average quality of the fixed income portfolio must be investment grade or better.
Restrictions

There are no other restrictions for fixed income investments.

SUMMARY OF QUANTITATIVE PERFORMANCE OBJECTIVES:

The following summarizes the quantitative performance benchmarks for active managers. Any
passively managed product will be expected to approximate the total return of the benchmark
established by the Committee.



Asset Class Investiment Style P;'lmary
ndex

US Equity Large Cap Core S&P 500

US Equity Large Cap Growth Russell 1000 Growth

US Equity Large Cap Value Russell 1000 Value

US Equity Mid Cap Core S&P 400

US Equity Mid Cap Growth Russell Mid Cap Growth

US Equity Mid Cap Value Russell Mid Cap Value

US Equity Small Cap Broad S&P 600

US Equity Small Cap Growth Russell 2000 Growth

US Equity Small Cap Value Russell 2000 Value

Intl Equity Developed Intl Equity MSCI EAFE

Intl Equity Intl Emerging Market Equity MSCI Emerging Mkts
US Fixed Income Core Inv Grade Bloomberg US Aggregate Bond Index
US Fixed Income Intermediate Inv Grade Bloomberg Intermediate Gov/Credit

| US Fixed Income Short Term Inv Grade Bloomberg 1-3 year Gov/Credit

Managers failing to meet these criteria over a full market cycle will undergo review and analysis
by the Investment Committee.

VIIl. CONTROL PROCEDURES:
REVIEW AND EVALUATION OF INVESTMENT OBJECTIVES:

To ensure continued relevance of the guidelines, objectives, financial status and capital markets
expectations as established in this statement of investment policy, the Committee plans to review
the investment policy at least annually. This review will focus on the continued feasibility of
achieving the objectives and the continued appropriateness of the investment policy. It is not
expected that the investment policy will change frequently. In particular, short-term changes in
the financial markets should not require an adjustment in the investment policy.

REVIEW AND EVALUATION OF INVESTMENT MANAGERS:
All investment returns shall be measured net of fees. Each investment manager will be reviewed
by the Investment Committee and evaluated upon criteria it establishes, including the following:

a. Avoidance of regulatory actions against the firm, its principals or employees

b. Adherence to the guidelines and objectives of this Investment Policy Statement;

c. Application of the articulated investment philosophy and process. In assessing this
criteria, the evaluation should be performed with reference to the manager’s
original stated investment philosophy and process;

d. Ability to exceed the return of the appropriate benchmarks and, for equity
managers, produce positive alpha (risk-adjusted return);

e. Ability to meet or exceed the median performance of a peer group of managers
with similar styles of investing; and

f. Turnover in investment manager/professionals and changes in the ownership
structure of the firm.

g. Timely compliance with all Community Foundation reporting requirements.

Guidelines for evaluation, retention, and replacement of Investment Managers will be as follows:



« Establish appropriate benchmark/index to which to compare the Investment Managers’
performance.

« Establish performance target: To outperform benchmark/index and to achieve
investment returns:
* in the top third (33%) of peer manager/fund groups for equities over a
three-to-five-year period
 in the top fortieth percentile (40%) of peer manager/fund groups for fixed
income over a three-to-five-year period
« Monitor Investment Managers’/funds’ performance on a quarterly basis
and compare to selected index and peers with similar styles and objectives.

An Investment Manager/fund will be rated in a “Favorable Status” if they are delivering favorable
performance and there are no outstanding organizational issues.

An Investment Manager/fund will be in a “Caution Status” if:

* For Equities:
* Investment Manager’s three-year performance is below the 50th percentile
of their peer universe, or they are trailing the style benchmark, or
» Investment Manager's five plus year performance is below the 33rd
percentile of their peer universe, or they are trailing the style benchmark.

* For Fixed Income:
e Investment Manager’s three-year performance is below the 50th percentile
of their peer universe, or they are trailing the style benchmark, or
e Investment Manager’s five plus year performance is below the 4oth
percentile of their peer universe, or they are trailing the style benchmark.

An Investment Manager will also be considered on “Caution Status” if there is a material change
in the ownership structure of the Investment Manager’s organization, or there is a departure of
key investment professionals.

Caution Status Procedures:

An Tnvestment Manager that falls into “Caution Status” will undergo a thorough review by the
Investment Consultant. This review will address how the Investment Manager will move back to
“Favorable Status” or be considered for termination. The Investment Manager will be monitored
monthly during this cautionary period. Investment Managers on “Caution Status® may be
required to present to the Investment Committee. The Investment Committee will review the
Investment Managers’ situation based upon the following priorities. Highest priority will be given
to those failing to meet the five-year target and next to those failing to meet the three-year target.
There may be situations where immediate problems, questions or short-term performance issues
arise regarding an investment manager and the priority will shift to reviewing these situations
first.

The Investment Committee may discharge or replace an Investment Manager at any time it deems
such an action necessary and appropriate.

In addition to the above, immediate termination of an Investment Manager should be considered:



When they deviate from the Investment Committee’s instructions

When they deviate substantially from their investment disciplines and process

When the Investment Committee has any material problem or concern regarding the
Investment Manager.

IX. COMMUNICATION:

Month-end accounting of transactions and portfolio holdings, ending portfolio and holdings
values will be provided by the custodian(s).

Quarter-end regular accounting of transactions, portfolio holdings, yields, current market values,
summary of cash flows, calculations of the portfolio's total rate of return on a latest quarter, year-
to-date and since inception basis will be provided by each Investment Manager.

The Investment Managers will maintain communication with the Investment Consultant with as
reasonable frequency as market conditions and the portfolio warrant. Major market conditions
and major portfolio changes should be called to the attention of the Committee and the
Investment Consultant by the Investment Managers.

Significant changes within the Investment Managers’ operations of personnel and the anticipated
impact on the assets should be brought to the attention of the Committee and the Investment
Consultant immediately.

Proxies must be voted on by the Investment Manager in compliance with the values and
philosophy of the Community Foundation of Mississippi.

The Investment Consultant will provide comparative performance evaluation reports quarterly.

ACCEPTANCE AS OF Janua 24, 2024
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APPENDIX
The Foundation offers six options as investment vehicles for donor contributions:

OPTION 1

Money Market Fund

The Money Market Fund is expected to provide a rate of return coincident with short-term interest
rates for Treasury securities and government obligations while maintaining safety of principal.

OPTION II

Balanced Pool

The Balanced Pool is expected to provide a modest current income while allowing for principal
growth. This objective is ideally suited for funds to be managed as a permanent endowment. This
investment model will fluctuate in value, but generally is expected to fluctuate less than the Equity
Pool.

OPTION III

Equity Pool

The Equity Pool is expected to provide principal growth through investment in mutual funds
which own U.S. and international common stocks. Since this option is expected to experience
more fluctuation in value, this choice is better suited for donors who take a long-term view with
respect to the principal of the fund. Nonetheless, its long-term prospects for return may be better
than the Balanced Pool.

OPTION IV

Income Pool

The Income Pool is expected to provide a stable rate of current income, consistent with long-term
preservation of capital. This pool is subject to fluctuations in value; however, it is generally
expected to fluctuate less than the Equity Pool or the Balanced Pool.

OPTIONV

Donor Recommended Allocations

At the inception of the contract and no more frequently than semi-annually thereafter, Donors
who select Option V may recommend an allocation of their funds among Options I, III, and IV.
The sum of the percentages allocated among Options I, ITI, and IV must equal 100%.

% Option I
% Option III
% Option IV

OPTION VI

Index Funds

At the inception of the contract and no more frequently than semi-annually thereafter, Donors
who select Option VI may recommend an allocation of their funds among the index funds
(whether mutual funds or exchange-traded funds) listed below. Index funds are unmanaged or
"passive” investments that track indexes. They generally have very low operating expenses,
because, as unmanaged investments, they are not subject to an investment advisor fee. Donors
who select Option VI understand and acknowledge that investments will not be managed by an
investment advisor.
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% Vanguard Total Bond Market Exchange Traded Fund This ETF is
an exchange-traded share class of Vanguard Total Bond Market Index Fund, which is
designed to track the performance of the Barclays Capital U.S. Aggregate Bond Index. This
index measures a wide spectrum of public, investment-grade, taxable, fixed income
securities in the United States—including government, corporate, and international
dollar-denominated bonds, as well as mortgage-backed and asset-backed securities, all
with maturities of more than 1 year.

% Vanguard Total Stock Market Exchange Traded Fund This ETF is
an exchange-traded share class of Vanguard Total Stock Market Index Fund, which is
designed to track the performance of the MSCI U.S. Broad Market Index, which represents
99.5% or more of the total market capitalization of all of the U.S. common stocks regularly
traded on the New York and American Stock Exchanges and the NASDAQ over-the-
counter market
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