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Process: Fulfilling Your Fiduciary Responsibility

Step 6: Ongoing Review

Review your fund’s investment results at committee
board meetings

Regularly review plan policy statements and
investment selections

Provide ongoing capital markets intelligence

to boards

Have ongoing educational events to educate your
Board on changes in the markets

Benefit: Review latest market analysis and views

Step 5: Reporting & Communication

Performance measurement and risk analysis
Compare total fund results

Compare individual manager/fund results to
benchmarks

Review asset allocation & portfolio analytics

Benefit: Customized reports help you fulfil your
fiduciary responsibility for monitoring

Step 1: Organizational Assessment

e Fund history

e Investment objectives

*  Spending Policy

e Liquidity requirements

e Time horizon and risk tolerance

e Grant timing and repetition

Benefit: Comprehensive analysis informs decisions

Step 4: Investment Manager Evaluation

Use open architecture in manager searches

Utilize Manager/Fund evaluation tools for
Quantitative evaluation

Look at Qualitative issues-Experience. People. Process
Review choices with your investment committee on
manager recommendations

Fee analysis and negotiation

Benefit: Unbiased research is important

Step 2: Investment Policy Statement

o Criteria to select asset classes, styles

Suitable risk/return benchmarks

Procedures

Process to upgrade / replace managers/funds

Duties and responsibilities

Asset Allocation Guidelines

Spending Policy

Benefit: Policy statement tailored to your needs

Step 3: Asset Allocation Study

Input Capital Markets outlook for guidance

Policy adherence evaluation

Dynamic portfolio construction recommendations

* Models based on historic analysis /projected future
trends

Capital Markets and downside risk/scenario analysis

Benefit: Customized allocation to Fund needs
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Develop a Defined Process
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e Determines if your time horizon is perpetuity or if you plan to
“spend down" and Sunset your foundation to focus on a solution to
a specific social issue

o Develops a game plan for asset allocation

e Creates aroad map for number and types of asset classes and
investment advisors

e Defines the importance of alignment of your investments and your
mission

o Defines total fund investment objectives

e Defines your interest and/or approach to Impact Investing
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. Define your time horizon
. Establish a reasonable and prudent spending level

. Determine how much to spend on current programs, and how much
to invest to preserve future spending

. Spending at excessive rates creates long-term problems
. Rates in excess of 6% are high by modern standards

. A well-defined spending policy leads to a better defined investment
policy, which may improve long term results

. A fund’s spending rate plus projected inflation and expenses is the
starting point for a target rate of return
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Find the full text of this and thousands of other resources from leading experts in dozens of
legal practice areas in the UT Law CLE eLibrary (utcle.org/elibrary)

Title search: Investment Management and Oversight of
Institutional Funds: Developing a Process for Fiduciaries

Also available as part of the eCourse
Exempt Organizations: Fiduciary Duty, plus Investment Management and

QOversight

First appeared as part of the conference materials for the

32" Annual Nonprofit Organizations Institute session

"Investment Management and Oversight of Institutional Funds: Developing a Process for
Fiduciaries"


http://utcle.org/elibrary
http://utcle.org/ecourses/OC5371
http://utcle.org/ecourses/OC5371

