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EXECUTIVE SUMMARY

Typeof Client: Tax Exempt, Public Foundation

TimeHorizon: Long term (greater than 10 years)

Modeled Return: 6.25% average, annualized, real rate

Modeled Risk Level: modeled loss at -10% for a single year (Statistical

confidence level of 95%. Actual losses may stllgveater
than the modeled loss.)

Asset Allocation Lower Strategic Upper
Limit Allocation Limit
Cash & Equivalents 0% 5% 15%
Fixed-Income (Bonds) 20% 30% 40%
Alternative Assets 0% 5% 15%
Equities (Stocks)
Domestic Large Cap 20% 30% 40%
Domestic Small Cap 5% 15% 25%
International* 5% 15% 30%

*(Emerging markets not to exceed 15% of tatdets at any time)

Money Managers Private money managers, mutual and/or exchange-
traded funds and fixed-income securities are
expected to be used for implementation. Partsef th
portfolio may be indexed or passively invested.

Evaluation Benchmark Portfolio return is expected to be comparablato
blended benchmark of returns for relevant indices
as indicated in the Control Procedures section
below.
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BACKGROUND and PURPOSE

Mission Statement

The Community Foundation Serving Boulder County sfs$ to
improve the quality of life in Boulder County, nowand forever,
and to build a culture of giving.

This Investment Policy Statement (IPS) has beepapesl for the Foundation, a tax-
exempt Public Foundation under IRS Code 501(c)(Bg initial asset allocation strategy
may change depending upon grants, operating expamskfuture contributions.

Key Information

Name of Foundation: The Community Foundation
Serving Boulder County

The purpose of this IPS is to assist the Foundatiah Investment Advisor (Advisor) in

effectively supervising, monitoring and evaluatihg management of the Foundation’s
assets. The Foundation’s investment program ismetkfin the various sections of this
IPS by:

1. Stating in a written document the Foundation’'ddts, expectations,
objectives and guidelines in the management of Hesets.

2. Setting forth an investment structure for managhegFoundation’s assets.
This structure includes various asset classessimant management styles,
asset allocation and acceptable ranges that,ah ot expected to produce an
appropriate level of overall diversification andaianvestment return over the
investment time horizon.

3. Establishing formal criteria to select, monitorakiate and compare the
performance of money managers on a regular basis.

4. Encouraging effective communications between thenBation, Managers,
and interested parties.

5. Complying with all applicable fiduciary, prudenasdedue diligence
requirements experienced investment professioralgdwtilize, and with all
applicable laws, rules and regulations from variougal, state, federal and
international political entities that may impact thoundation’s assets.
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STATEMENT of OBJECTIVES

The objectives of the Foundation have been estedlisin conjunction with a
comprehensive review of current and projected irmequirements. The objectives are:

1. Maintain the purchasing power of the current asmadsall future contributions.
The objective is to maintain the level of serviaad programs in relation to the
average cost increases. This requires establigiirguilibrium-spending rate
of 5% (6.25%- 1.25% inflation).

2. Maintain a constant funding-support ratio. Tharéesf the Foundation is to
maintain the level of programs and services cugrgmbvided. This can only
be accomplished if sufficient total return is regsted and new funds added to
keep pace with cost increases and program expansion

3. Maximize return within reasonable and prudent lewglrisk.

4. Maintain an appropriate asset allocation basedtotabreturn policy that is
compatible with a flexible spending policy, whikdldaving the potential to
produce positive real returns.

Risk Tolerances

The Foundation recognizes and acknowledges soketist be assumed in order to
achieve the long-term investment objectives ofgbefolio, and there are uncertainties
and complexities associated with contemporary itnvest markets.

In establishing the risk tolerances for this IR, Foundation’s ability to withstand short
and intermediate term variability was consider&tle Foundation’s prospects for the
future, current financial condition and level ohfiing in the portfolio suggest
collectively some interim fluctuations in marketwaand rates of return may be
tolerated with the portfolio in order to achievader-term objectives.

Time Horizon

The investment guidelines for the portfolio aredobgpon an investment horizon of greater
than ten years; therefore interim fluctuations #thbe viewed with appropriate perspective.
Short-term liquidity needs are expected to be mahi@s other funds outside the scope of
this IPS have already been allocated. Howeveruaapticipated needs will be met from
cash, maturing bonds, future contributions or l@h@hg activities.

Expected Return

The objective is to earn a long-term real ratestim that is at least 6.25%, net of alll
investment fees, based on a risk profile consistéhta 60% equity 40% fixed income
asset allocation.
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SOCIALLY CONSCIOUSINVESTMENTS

The Foundation does not employ any socially conscinvestment (SCI) criteria in the
management of the Investment Pool. A Donor Advisedd greater than $250,000 may
choose to invest in a socially conscious manndre SCI Pool, which represents a
portion of the Investment Pool, incorporates a On@ange of social screening criteria in
alignment with the Foundation’s mission. The Faatrah, in its SCI portfolios, favors
investments in enterprises that practice good garere, contribute to a clean, healthy
environment, treat people fairly, embrace equabopmity, produce safe and useful
products, and support efforts to promote world peac

As social screening will affect the compositionagbortfolio, the Foundation recognizes
that socially screened portfolios are likely to @aisk and return characteristics that are
somewhat different from a comparable, unscreenetbfio. Nevertheless, the
performance of any investment or investment pooidaanaged using SCI screening
criteria is expected to be competitive with nonestred investments or pools with similar
risk characteristics.

Proxy Voting

The Foundation considers the right to vote its j@®an important and valuable asset.
Whenever possible, the proxies of companies hefdimdation portfolios managed using
SCI criteria—whether the underlying investmentsiam@utual funds, with separate account
managers, or directly in the shares of companiesHsa/ivoted by the Foundation or its
authorized portfolio managers in accordance wighSI criteria that governs the portfolio.
The Foundation may choose to exercise its rightmaswvner of corporate equity and file
proxy resolutions for the purpose of encouragingemwesponsible behavior within one or
more companies owned in Foundation portfolioshatdiscretion of the Investment
Committee and Board of Directors.

Community Investing

Community investments direct capital to communitiaderserved by traditional financial
services, providing people who have difficulty assiag capital with opportunities to
borrow, save and invest in their own communiti€@mmunity investments generally flow
through community banks, credit unions, commuragnl funds and microenterprise
development funds providing capital, creating jabg] building low income housing.
Community investments generally provide returndglainto interest earned on money market
funds or short-term CDs (certificates of depoditje Foundation may allow managers to
allocate a small portion of an investment pooldmmunity investments of one type or
another. However, exposure to community investmgrside of an SCI portfolio may not
exceed three percent of the market value of théqgior.
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ASSET CLASS GUIDELINES

The Foundation believes that long-term investmenfopmance, in large part, is

primarily a function of asset class mix. The Faatimh has reviewed the long-term
performance characteristics of the broad assetetasocusing on balancing the risks and
rewards.

History shows that while interest-generating inmestts, such as bond portfolios, have
the advantage of relative stability of principalug they provide little opportunity for
real long-term capital growth due to their susdgfity to inflation. On the other hand,
equity investments, such as common stocks, cléanhe a significantly higher expected
return but have the disadvantage of much greaterlygyear variability of return. From
an investment decision-making point of view, thesiytby-year variability may be worth
accepting, provided the time horizon for the egpibytion of the portfolio is sufficiently
long (five years or greater).

The following asset classes were selected:

» Cash and Cash Equivalents

* Fixed-Income (Dom. Governments, Corps, High Yiéldnternational.)
» Equities (Domestic Large & Small Cap and Interrnaip

Alternative Assets (Real Estate, Commodities, &sJIP

Rebalancing of Strategic Allocation

The percentage allocation to each asset class amgyas much as plus or minus 10%
depending upon market conditions within the judgneéthe investment managers. The
upper and lower limits are not intended to impdssoéute limits on asset allocation, but
rather to suggest what ranges around the targetsoasidered normal. The allocations
may at times drift outside the ranges due to phlotfeerformance or, in unusual cases,
for tactical reasons. The limits suggest whenfplotrebalancing should be considered
in order to bring the allocations closer to the tBxgets.

When necessary and/or available, cash inflowstwsfiwill be deployed in a manner
consistent with the strategic asset allocatiomefRortfolio. If the Foundation judges cash
flows to be insufficient to bring the Portfolio Wit the strategic allocation ranges, the
Foundation shall decide whether to effect trangastto bring the strategic allocation within
the threshold range. The investment committeerexilew the allocation of the Portfolio
quarterly.

DUTIES and RESPONSIBILITIES

Foundation Board of Trustees
As a fiduciary, the primary responsibilities of theundation are:
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1. Prepare and maintain an investment policy statement

2. Prudently diversify the accounts assets to meeigaged upon risk/return
profile.

3. Prudently select investment options.

4. Control and account for all investment, record keg@and administrative
expenses associated with the accounts.

5. Monitor and supervise all service vendors and itnaest options.
6. Avoid prohibited transactions and conflicts of nast.

Investment Committee
The Investment Committee is a standing committaapsed of representatives from
the Board, staffand the Community. The Investment Committee serveéseapleasure of
the Board of Trustees and makes recommendatiotieet@oard which retains ultimate
responsibility for investment recommendations. They responsible for the oversight of
all investment accounts and publicly traded assé&tsey are not responsible for private
equity, partnerships, real estate and other ilicagsets or the money market pool. They
shall act solely in the best interest of the Fotiodaand in concert with the mission of
the Foundation. The Investment Committee’s respdities include:
a. Setting and revising investment policies.
b. Developing investment objectives, asset allocastiategies and performance
guidelines.
c. Recommending Investment Consultants, Advisors, MorManagers and
Custodians to the Board.
d. Reviewing and evaluating investment results.
. Providing periodic performance reports to the Board
Responsible for oversight of all investment accsuwtilizing publicly traded
assets.

Pl 0]

Investment Managers

As distinguished from the Board or Investment Cotteri who are responsible for
managinghe investment process, investment managers didumaries responsible for
makinginvestment decisions (security selection and pteasions). The specific duties
and responsibilities of each investment manager are

1. Manage the assets under their supervision inrdaoce with the guidelines
and objectives outlined in their respective Proggseor Investment
Agreement.

2. Exercise full investment discretion with regardtrying, managing, and
selling assets held in the portfolios.
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3. If managing a separate account (as opposed tdwahiund or a
commingled account), to seek approval from the Batian prior to
purchasing and/or implementing the following sd@siand transactions:

¢ Letter stock and other unregistered securities; ncodities or other
commodity contracts; and short sales or margirs&etions.

¢ Securities lending; pledging or hypothecating séesr

¢ Investments in the equity securities of any compaitly a record of less
than three years' continuous operation, includirey dperation of any
predecessor.

¢ Investments for the purpose of exercising controhanagement.

4. Vote promptly all proxies and related actions imanner consistent with the
long-term interest and objectives of the Accoustsl@scribed in this IPS.
Each investment manager shall keep detailed readridie voting of proxies
and related actions and will comply with all apphte regulatory obligations.

5. Communicate with the Foundation all significantmip@s pertaining to the
fund it manages or the firm itself. Changes in ewghip, organizational
structure, financial condition, and professionaffsare examples of changes
to the firm in which the Foundation is interested.

6. Effect all transactions for the Portfolio subjett best price and execution.” If a
manager utilizes brokerage from the Portfolio asteeffect “soft dollar”
transactions, detailed records will be kept androamicated to the Foundation.

7. Use the same care, skill, prudence, and due ddgender the circumstances
then prevailing that experienced investment prodesds acting in a like
capacity and fully familiar with such matters wouisk in like activities for
like Portfolios with like aims in accordance andrggiance with Uniform
Prudent Investment Act and all applicable lawsgsubnd regulations.

Custodian
Custodians are responsible for the safekeepinigeoPortfolio’s assets. The specific
duties and responsibilities of the custodian are:

1. Maintain separate accounts by legal registration.

2. Value the holdings.

3. Collect all income and dividends owed to the Pdidfo

4. Settle all transactions (buy-sell orders) initiabgcthe Investment Manager.
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5. Provide monthly reports that detail transactioashcflows, securities held
and their current value, and change in value ofi sacurity and the overall
portfolio since the previous report.

INVESTMENT MANAGER SELECTION

The Foundation will apply the following due diligencriteria in selecting each
individual investment option.

1. Regulatory oversight: Each investment manager should be a regulated bank
an insurance company, a mutual fund organization,registered investment
adviser.

2. Assets under management: The manager should have at least $75 million
under management.

3. Expenseratios/fees: The manager’s fees should be competitive with fees
provided to similar non-profit organizations.

4. Sability of the organization: There should be no perceived organizational
problems — the same portfolio management team dhomiin place for at
least two years. (This may be waived in some onstances; such as for
funds managed by teams or for funds where pridopaance histories of
separate accounts are considered relevant.)

CONTROL PROCEDURES

Performance Objectives

The Foundation acknowledges fluctuating rates tofrnecharacterize the securities
markets, particularly during short-term time pesodRecognizing short-term fluctuations
may cause variations in performance, the Foundatiemds to evaluate manager
performance from a long-term perspective.

The Foundation is aware the ongoing review andyaisabf the investment managers is just
as important as the due diligence implemented duhie manager selection process. The
performance of the investment managers will be toogdl on an ongoing basis and it is at
the Foundation's discretion to take correctiveoachly replacing a manager if they deem it
appropriate at any time.

Monitoring of Investment Managers

The Foundation has determined it is in the bestast of the Portfolio's participants that
performance objectives be established for eachstment manager. Manager results
will be periodically evaluated and compared to appate indices (or peer-performance
benchmarks) such as the following:
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Primary Investable
Asset Category Index Benchmark
Cash & Equivalents 30-Day Money Market Yield
Equities
Domestic Large Cap S&P 500 iIShare S&P 500
Small Capitalization Russell 2000 iIShare RUE¥I0
International Core MSCI EAFE iIShare EAFE
Fixed Income
Short/Intermediate Salomon 1-5 Yr. Treasury  i8hdehman 1-3 Yr. Treas.
Core Lehman Aggregate Bond Vanguard Total Bdadket
Alternative Investments
TIPS Lehman Treas. Inflat. Notes Vanguard tidtaProt. Secs.

The risk associated with each manager's portfai®, measured by the variability of
quarterly returns (standard deviation), shouldexaeed that of the benchmark index or peer
group without a corresponding increase in perfoceaabove the benchmark. It is
understood that there are likely to be short-teemopls during which performance deviates
from market indices and managers should not barated for this reason alone.

Measuring Costs
The Foundation will periodically review all costssaciated with the management of the
Portfolio’s investment program, including:

1. Expense ratios of each investment option agaiesapipropriate peer group.

2. Custody fees: The holding of the assets, collectodnthe income and
disbursement of payments.

3. Whether the manager is demonstrating attentiomést‘execution” in trading
securities.

The Foundation will review this IPS at least evivg years to determine whether stated
investment objectives are still relevant and thetiomed feasibility of achieving the
same. Itis not expected that the IPS will chaingguently. In particular, short-term
changes in the financial markets should not recagijastments to the IPS.
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The Community Foundation Serving Boulder County
Investment Policy Statement (IPS)

Addendum
1.5.2

(Repealed May 2010 — see addendum 1.5.4)

This Addendum is written to clarify certain detdids the Community Foundation’s IPS,
adopted July 2005.

1. Regarding individual securities and limitationshmidings thereof:
a. lItis currently the policy of the Foundation notineest in individual
equity securities.
b. Individual fixed income securities are acceptahlgeestments within the
following parameters:

I. Ratings should be “Investment Grade”. A bond thlabse rating is
lowered from investment grade should be sold urdesisorization
is given by the Investment Committee to retain awhig.

ii. Non-rated securities should not be purchased witapproval of
the Investment Committee.

iii. No corporation should constitute more than 3% sétsif its
rating is Al or higher.

iv. No corporation should constitute more than 1% eétssif its
rating is below Al.

v. No individual U.S. Treasury or U.S. Government Agyebond
should constitute more than 5% of assets

vi. The average maturity of the bond portfolio shoudtl exceed 10
years.
vii. No individual bond should exceed 20 years in mgturi

2. Direct investment in options or futures is not a#éal. Mutual funds that utilize
these strategies are allowed.
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The Community Foundation Serving Boulder County
Investment Policy Statement (IPS)

Addendum
154

This Addendum is written to clarify certain detdids the Community Foundation’s IPS,
adopted May, 2010.

Regarding individual securities and limitations on holdings ther eof:

The Investment Manager may invest in individuausgies, mutual funds and/or
exchange-traded funds and fixed-income securitiek)ding individual corporate
bonds. The permissible capitalization range wpid¢ally be $500 million or
greater for investments in individual securitiédl direct investments in equities
shall be traded in the U.S. markets, on recognezethanges and must have a
consistently liquid market. Direct investmentdaneign securities not listed on
U.S. exchanges are not permitted. The averagé guelity rating of bonds in
the portfolio shall be at least “A-“, as defined &ther S&P or Moody's. For
bonds with split ratings the lowest will be applied

Concentration in any single security shall be ledito five percent of the total
portfolio by cost. A manager’s position may ndteet greater than five percent
of the shares outstanding of any one company draed group. Concentration
in any one industry, economic sector, geographgyrig type and maturity shall
not be excessive relative to world markets.

Without prior Board written approval, the investrheranager is prohibited from
directly investing in commodities, futures, derivas, private placements, private
partnerships, limited partnerships, leveraged &ainsns, and real estate. Also
limited to prior written approval are engaging hod sales, put options, or
margin transactions.



