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A.

L.

lNtRooucttoH

Puroose
The purpose of this lnvestment Policy Stotement ("lPS") is to outline the procedures ond
policies to effectively monoge ond evoluote the investment of the permonent endowment
fund of the Fredericton Community Foundotion ("Foundotion").

Bockground & Mission
The Foundotion is o Conqdion, New Brunswick bosed choritoble foundotion creoted by
stotute "The Fredericton Community Foundotion lnc. Act, being on Act of the Legisloture of
the Province of New Brunswick, "qn Act to incorporote The Fredericton Foundotion lnc.,
chopter 70 of The Acts of New Brunswick. 1956 ond os omended by Bill 27 An ActTo
lncorporote The Fredericton Community Foundotion lnc". An Act of the New Brunswick
Legisloture 2000, Chopter 70.

The mission stotement of the Foundotion is

2.

"We help coring donors support community couses thot enhonce lives."
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3. Funds
There ore two moin components of the Foundotion's permonent endowment fund ("Fund")

(o) funds owned by the Foundotion which ore received primorily by woy of gifts ond
bequests ond which moy include:
(i) Designoted Funds (i.e. o quolified chority or choritoble field-of-interest os

specified by the donor), which funds moy include the Foundotion's odministrotive
endowment fund, ond

(ii) Community Funds, which ore sometimes referred to os the "undesignoted funds"
(i.e. the Foundotion hos full discretion to choose the quolified chority); ond

(b) funds held on beholf of others under Monoged Fund ogreements (i.e. Monoged Funds).

4. Other
The Foundotion is subject to the requirements of the lncome Tox Act (Conodo) reloting to
public choritoble foundotions. Revenues ore non-toxoble.

The fiscol yeor-end of the Foundotion is June 30th

B. Oejecrrvr

The long-term objective of the Foundotion's investment strotegy is to ollow the Foundotion to
fulfill its mondote into perpetuity

The Foundotion's investment strotegy is built on the following hierorchy:

Sufficient funds from investment returns to support the Foundotion in ochieving its onnuol
spending objectives for gronting ond odministrotion os determined by the Boord of
Directors of the Foundotion onnuolly ond in complionce with ony ond oll requirements
under the lncome Tox Act (Conodo). This includes complionce with the CRA's
disbursement quoto, currently ot 3.5olo per onnum;
Sufficient returns over the long-term to protect the originol copitol entrusted to the
Foundotion by its donors, ond if possible, preserve port or oll of the purchosing power;
ond
Bolonce between the risk ond reword potentiol in the selection of the osset mix
ollocotions recognizing thot o moderote level of risk is required to preserve the originol
copitol ond meet the gronting requirements in the long term ond to ollow for on
opportunity to preserve port or oll of the purchosing power of the originol copitol, if
possible.

a

a

a

Bosed on the obove hierorchy, the Foundotion willtorget long-term reol rote of return (i.e.,
ofter inflotion) net of investment monogement fees (i.e., ofter investment monogement fees)
of greoter lhon 4o/o - per onnum. The reol rote of return includes both reolized return
(nomely, interest ond dividend income ond goins ond losses incurred on disposol of
investments) ond unreolized goins ond losses on investments due to morket fluctuotions. lt is
importont to note thot this rote of return moy not be reolized during ony specific fiscol yeor or
for certoin economic cycles but is expected to be ochievoble on on onnuolized bosis overthe
very long term. This torget long term reol rote of return moy not be sufficient to qllow for
preservotion of oll of the purchosing power of the originol copitol.
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c.

1.

Roles AND REsPoNstBtLtnEs

Boord of Directors
The Foundotion is monoged by the Boqrd of Directors ("Boord"). The Boord is ultimotely
responsible for the investment of the Foundotion's ossets. The Boqrd hos o responsibility to:
o Act honestly qnd in good foith with o view to the best interest of the Foundotion;
o Exercise the core, diligence, ond skill thot o reosonobly prudent person would exercise in

comporoble circumstonces;
o Determine the Foundotion's onnuol spending objectives while considering the expected

longer-term investment return.
r Review ond opprove the IPS;
o Select, engoge, or dismiss the professionol investment monoger (the "lnvestment

Monoger"), or other finqnciol odvisors;
o Review the results of the Fund os prepored quorterly by the lnvestment ond Audit

Committee ond the lnvestment Monoger;ond
. Appoint or dismiss members of the lnvestment ond Audit Committee.

lnvestment ond Audit Committee
The lnvestment ond Audit Committee is estoblished by the Boord. As port of its duties, the
lnvestment ond Audit Committee sholl monitor, review, ond recommend to the Boord
chonges in the Foundotion's lPS. The lnvestment ond Audit Committee hos the responsibility
to toke oll reosonoble steps to ensure thot the portfolio is properly odministered ond to ensure
thot the Foundotion receives on oppropriote return on its investments consistent with its
objectives. The lnvestment ond Audit Committee provides ond frequently reports on, the
following function for the Boord:
o Mointoin on understonding of legol ond regulotory requirements ond constroints

opplicoble to the monogement of the Foundotion's ossets ond spending policy;
o Review, on o regulor bosis, the Foundotion's IPS ond moke oppropriote omendments for

the Boord's considerotion;
o Recommend to the Boord to select, engoge, or dismiss the professionol investment

monoger (the "lnvestment Monoger"), or other finonciol odvisors;
o Monitor the Fund's performonce on o quorterly bosis;
r Monitor the lnvestment Monoger's performonce ond complionce with the IPS os well os

the lnvestment Monoger's complionce with ony speciolized instructions ond mondotes
given by the lnvestment ond Audit Committee;

o Co-ordinote with the Executive Director, Boord ond Gronts Committee to ensure
ovoilobility of cosh needed for operoting expenses ond gronts; ond

o Report the lnvestment ond Audit Committee's octivities to the Boord.
o Advise the Boord, onnuolly, of the expected longer-term investment re

lnvestment Monooer
The lnvestment Monoger will:
. Be independent of the Boord ond the Foundotion;
r lnvest ossets of the Foundotion occording to opplicoble legislotion ond the investment

guidelines defined by this IPS;
o Seek the input ond odvice of the Executive Director or Treosurer on odministrotive

motters ond when ony unusuol situotion occurs such os inquiries ond gifts received
directly from outside orgonizotions or individuols;

o Provide input ond recommendotions os requested by the lnvestment ond Audit
Committee for the review ond updote of the IPS; be fully owore of the contents of ond
omendments to the IPS;

o Seek the opprovol of the lnvestment ond Audit Committee if ony concern orises os to the
occeptobility of on investment;

2.

3
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a

a

Provide odvice ond counsel with respect to the Fund when colled upon to do so by the
Foundotion;
Provide o review of the Fund performonce os well os expectotions on the economic ond
finonciol morket outlook ond reloted investment strotegies on o quorterly bosis os
outlined in Section E;

Ensure thot the lnvestment ond Audit Committee is knowledgeoble obout new osset
closses or investment instruments ond their impoct on the Fund's objectives; ond
Exercise the core, skill ond diligence thot con reosonobly be expected of o prudent person

a

a

4. Monogement
The Executive Director will:
. Corry out oll monogement functions with regord to the lnvestment Policy;
o Sit os on odvisory, non-voting member of the lnvestment ond Audit Committee.

Guloeltnrs AND INVESTMENT PoLtcy

Time Horizon
Long-term with expected perpetuol Foundotion spending time horizon.

Risk Toleronce
The Foundotion recognizes thot some risk must be ossumed to ochieve the long-term totol
return investment objective; in thot regord, the Foundotion is prepored to tolerote short-term,
negotive totol return fluctuotions.

Asset Allocotion
The following osset ollocotion hos been determined to provide o diversified porlfolio thot
should meet the long-term return expectotions of the Foundotion within occeptoble levels of
risk. lt is importont to note thot returns moy differ significontly from the long-term
expectotions over shorter time periods.

Closses:

D

L.

2.

3

Strotegic
Allocotion

Torqet
Permitted
Deviotions Benchmork

Cosh/cosh
equivolents

5o/o +l-5o/o 9L-doy Treosury-Bill

Fixed lncome 45o/o +l-IOo/o DEX Universe Bond lndex
Equities 50o/o +l-L00/o
Totol L00o/o

Conodion Equities 25o/o +l-LOo/o S&P TSX Composite Totol
Return Composite lndex

US Equities
L2.5o/o +l-5o/o

S&P 500 Totol Return
Composite lndex in $C

lnternotionol Equities L2.5o/o +l-5o/o MSCI EAFE Net lndex in $C
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Permitted Deviotions: Deviotions from the strotegic ollocotion torgets ore permitted to ollow
the lnvestment Monoger to toke odvontoge of relotive pricihg opportunities omongst osset
closses to:

. strive to enhonce returns; ond
o limit potentiol copitol losses.

Deviotions hove been set bosed on o determinotion of the levels needed to help the fund to
ochieve volue odded torgets.

Benchmorks: Eoch of the benchmorks selected is recognized by the investment industry os on
independent ond credible representotion of the investment opportunity.

New Asset Closses: The lnvestment ond Audit Committee ond the lnvestment Monoger will
explore the potentiol to odd o new osset closs thot will increose the diversificotion of the
Fund's qssets without compromising return expectotions. No new qsset closses will be
implemented without prior opprovol of the Boord through on omended lPS.

Reboloncing: Any inodvertent drift outside the Permitted Deviotions will be reported to the
Treosurer within three working doys olong with o suggested re-boloncing oction plon. lt sholl
olso be reported to the Boord of Directors ot its next meeting. Upon consultotion with the
Treosurer, the lnvestment Monoger sholl re-bqlonce the portfolio to bring the ollocotion within
the Permitted Deviotion ronge in o monner it considers prudently oppropriote, which moy
include:
(q) using ony cosh deposits or withdrqwols thot moy occur,
(b) selling portions of on osset closs thot hos relotively "over-performed" ond odding the

sole proceeds to the osset closs thot hos relotively "under-performed", ond
(c) Using expected proceeds from upcoming moturities to re-bolonce to the occeptoble

ronge, if these ore expected to occur within 45 doys following the drift.

Liouiditv Requirements
Regulor liquidity (i.e. cosh) needs ore required to provide operoting funds for the Foundotion.
Such operoting funds ore required:
(o) to cover doy-to-doy odministrotive expenses, ond
(b) to cover gront moking ond poyments from the Community Fund, Designoted Funds ond

Monoged Funds.

The Foundotion's income through donotions is very difficult to predict ond moy be influenced
by lorge one time donotions from time to time. As o result, historicol ond expected donqtion
income connot effectively be considered os o relioble liquidity source. lnsteod, the
Monogement, using informotion from the opproved budget, will inform the lnvestment
Monoger of the expected liquidity requirements to cover odministrotive expenses ond
omounts poid out in gronts toking into occount expected cosh from donotions, For lorge one
time donotions, instructions to the investment monoger should be occomponied with
expectotions for cosh needs from this source, porticulorly in the neor term in order to ovoid
unnecessory purchose ond sole of medium to long term ossets

Subject to the CRA regulotions, it moy be necessory for the Foundotion to withdrow some of
the principol bolonce from eitherthe Community or Designoted Funds, to meet its obligotions
os outlined obove. lt moy be further necessory for the Foundotion to withdrow some or oll of
the principol bolonce from ony Monoged Fund, os moy be directed from time to time by o
contributor, on sufficient prior notice to the Foundotion ond, in turn, by the Foundotion to the
lnvestment Monoger.

4.
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5. Spending Policy
The Foundotion's spending policies, os opproved by the Boord, ore integrol to the
Foundotion's investment policies. The Foundotion's spending rote, defined os the omount
ovoiloble for gronting ond odministrotion, is determined by the Boord of Directors. This
investment policy wos developed ossuming o minimum disbursement rote of 2o/o in yeors
where investment performonce is below the long-term overoge objective ond on overoge
disbursement rote over the long term of ot leost 3.50lo per onnum.

Performonce Expectotions Torget for Fund
While odhering to occeptoble levels of risk, the lnvestment Monoger will strive to ochieve o
time-weighted, nominol rote of return net of investment monogement fees (i.e., ofter
investment monogement fees) to outperform by 25 to 50 bosis points (ll4o/o-Il2o/o) lhe
following morket-bosed benchmork (being o composite index bosed on the following indices)
over four yeor moving time periods. The Foundotion recognizes thot over shorter periods the
Fund return moy not ochieve the long-term Performonce Expectotion Torget.

Morket Bosed Benchmork:
5.Oo/o 91-doy Treosury-Bill (cosh ond cosh equivolents) plus
45.Oo/o DEX Universe Bond lndex (fixed income) plus
72.5o/o Stondord ond Poors 500 Totol Return Composite in $C(US equities) plus
25.Oo/o S&P TSX Totol Return Composite lndex (Conodion equities) plus
12.5o/o MSCI EAFE Net lndex in $C (overseos equities Europe-Austrolio-For Eost)
1,OOo/o

"Time-weighted" rote of return considers the period-by-period rote of return without regord
to cosh contributions to ond withdrowols from the Fund.

Currencv Exoosure
lnvesting in equities outside of the Cqnqdo provides further diversificotion benefits to ossist in
meeting the Fund's objectives. Holding foreign investment in the Fund creotes the potentiol
for goins or losses from exposure to foreign currencies. Short-term currency movements moy
impoct short term Fund performonce. Over the long term, the impoct of the currency
exposure is expected to be neutrol.

E. SecuRmes Guroeurues

Generolly, the "prudent investor" stondord sholl be followed in determining the eligibility of o
security for investment: nomely, thot which o reosonoble ond prudent person would consider
ovoiding undue loss ond to obtoin o reqsonoble return.

Pooled funds, mutuol funds, or exchonge troded funds moy be held ot the discretion of the
lnvestment Monoger, ond the ogreement of the lnvestment ond Audit Committee, with the
understonding thot the guidelines of the specific fund will supersede the guidelines outlined
below. These funds must be monoged within the "prudent investor" stondord noted obove
ond be consistent with the spirit of this lnvestment Policy.

6.

7
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L.

2

Cosh ond Cosh Equivolents
(o) At leost R1 (using the roting of the Dominion Bond Rbting Service ("DBRS"))

Fixed lncome
(o) Notes, debentures, guoronteed investment certificotes (GlCs) thot ore guoronteed by

the Conodion Deposit lnsuronce Corporotion qnd other debt securities. The lnvestment
Monoger moy invest in the securities of lssuers not included in the Benchmork, however,
will mointoin o Durotion of the fund within 1.5 yeors of the Benchmork;

(b) lnvestment in preferred shores of investment grode corporotions is ollowed under the
Fixed lncome component of the investment portfolio when the yield on preferred shores
hos o ;zield of greoter thon or equol to 150 bosis points obove the DEX yield ot the time
of purchose.

(c) Pooled, segregoted or both;
(d) Conodion fixed income portfolio guidelines:

The following guidelines ore bosed on the composition of the portfolio benchmork on
the lnvestment Policy revision dote. The investment monoger will provide the
lnvestment ond Audit Committee with quorterly updotes on the underlying benchmork
composition for future guideline considerotion.

lssuer Type & Roting
Scole

Limit in ony lndividuol
lssue

Aggregote limit for
coteqory

Federol No limit
Provinciql 45o/o

BBB+ / BBB / BBB- roted 2o/o 2Oo/o

A+/ A- roted 5o/o 35o/o

AA+ / AAlAA- roted or
obove

L0o/o 45o/o

Municipols LOo/o

BBB+ / BBB /BBB- roted 2o/o 5o/o

A+/NA- roted 3o/o 8o/o

AA+ / AA / A,A- roted or
obove

3o/o 7Oo/o

Corporotes + GlCs 75o/o

Corporotes + Preferred
Shores (excluding GlCs)
Preferred Shores

5oo/o

2oo/o

BBB+ / BBB / BBB- roted 2o/o 20o/o

A+/NA- rated 3o/o 30o/o

A,A+ / AA / AA,- roted or
obove

5o/o 40o/o

Totol Portfolio
BBB+ / BBB / BBB- roted 2o/o 20o/o

A+/NA- roted 5o/o 50o/o

AA+ / AA / AA- roted or
obove

5o/o No limit

GIC's thot the lnvestment Monoger determines ore insured ogoinst loss by the Conodion
Deposit lnsuronce Corporotion ore not included in the individuol issuer limit. The investment
monoger will provide the lnvestment qnd Audit Committee with o quorterly report which
breoks down the GlCs held by eoch issuer.

NOTES
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a

a

lf on lssuer roting is downgroded below BBB-, the lnvestment Monoger will notify the
lnvestment ond Audit Committee ond the bonds will be sold os soon os procticoble
Actuol guideline weights moy be wider by up to 0.25o/o due to security price chonges

Equities
(o) Publicly troded (i.e., listed on the Toronto Stock Exchonge or other mojor stock

exchonges) or on index of o mojor stock exchonge (i.e., exchonge troded funds for S&P
500 ond MSCI EAFE), common or preferred equities, including securities convertible into
some ond worronts to purchose some;

(b) Geogrophicol;
(i) Conodo ond U.S. subject to the Asset Allocotion Torget qnd Permitted Deviotions

os outlined on Poge 4 Section 4.D.3 of this document.
(ii) non-North Americon (EAFE morkets only): subject to the Asset Allocotion Torget

ond Permitted Deviotions os outlined on Poge 4 Section 4.D.3 of this document.
(d) No more thon 5olo of the morket volue of the equity portion of the Fund in o security of

ony one corporotion or issuer, The octuol guideline weight moy be wider by up to 0.5olo

due to security price chonges.
(e) Totol equity investments in ony one industry sector, os identified by the Globol lndustry

Clossificotion Stondord (GICS) moy not exceed +l- 2.5 times the overoll weighted
overoge GICS benchmork index weights to o moximum of +l- 1-Oo/o. The octuol guideline
weight moy be wider by up to 0.50/o due to security price chonges

(f) No derivotives for speculotive troding or to creote excess leveroge.

CorurRol PRocEDURES

Reporting
The lnvestment Monoger ond/or custodion sholl provide ot leost the following to the
lnvestment ond Audit Committee:
(a) monthly stotements to include, ot leost, the Fund's cost ond morket volues ond cosh

tronsoctions;
(b) quofterly (bosed on o fiscol yeor quorter) performonce reports outlining, the Fund's

rotes of return, the benchmork rotes of return ond inflotion rotes (New Brunswick
Consumer Price lndex) for periods os the Foundotion moy consider oppropriote; ond

(c) ony necessory informotion thot moy be required for the preporotion of the Foundotions'
onnuol finonciol stotements.

(d) ln coses where the lnvestment Monoger utilizes pooled funds, mutuol funds, or
exchonge troded funds, the lnvestment Monoger must provide the lnvestment ond
Audit Committee with on initiol overview of the investment opprooch ond on outline of
the specific investment guidelines of thot fund. The lnvestment Monoger will odvise the
lnvestment ond Audit Committee of ony chonges to the investment guidelines of the
fund.

The performonce meosurements ond reports sholl be in occordonce with the stondords of the
Associotion of lnvestment Monogement ond Reseorch (AIMR).

Monitorino
(o) Quorterly (bosed on o fiscol yeor quorter) performonce sholl be evoluoted to test

progress toword the ottoinment of longer-term torgets (with porticulor emphosis on
four yeor moving time periods). Such evoluotion sholl include:

3

F

1

2.
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(i) the lnvestment Monoger's odherence to, ond performonce with respect to, this
IPS:

(ii) the lnvestment Monoger will provide o certificotion thot ony pooled funds, mutuol
funds, or exchonge troded funds used in connection with section F.1.(d) qbove ore
in complionce with their specific investment guidelines.

(iii) comporison of the lnvestment Monoger's performonce to oppropriote indices for
eoch osset closs ond the benchmork index stoted in this IPS; ond

(v) comporison of the lnvestment Monoger's performonce with o universe of other
investment monogers thot employ o similor investment style (i.e. bolonced
portfolios). And could include, but not necessorily be limited to:
i. comporison of the lnvestment Monoger's performonce on o risk odjusted

bosis for eoch osset closs ond the benchmork index stoted in this IPS; ond
ii. comporison of the Fund's performonce with o universe of other community

foundotions thot employ o similor investment style (i.e., bolonced portfolios),

(b) The lnvestment ond Audit Committee ond the lnvestment Monoger sholl personolly
meet not less frequently thon onnuolly to review the investment performonce ond to
determine the continued feosibility of ochieving the Fund's investment objectives ond
the opproprioteness of this IPS for ochieving those objectives.

(c) This IPS sholl be reviewed periodicolly by the lnvestment ond Audit Committee ond
recommendotions for chonge mode to the Foundotion in order thot it continues to be
oppropriote. lt is not expected this IPS will chonge frequently; in porticulor, short-term
chonges in the finonciol morkets should not require odjustments to this lPS. lt is the
intention of the Foundotion to ensure thot this IPS is continuolly oppropriote to the
Foundotion's needs ond responsive to chonging economic ond investment conditions.

- END OF POLICY -


