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1. Policy Statement 

The Endowment Investment Policy establishes guidelines governing the investment of 
endowment and long-term funds held by the Cambrian Foundation on behalf of Cambrian College 
and its students. 

 

2. Purpose 

The policy establishes a written procedure for the investment of the Foundation’s endowment 
funds. This policy establishes appropriate risk and return objectives in light of the fund’s risk 
tolerance, as well as asset allocation guidelines, suitable investments, and responsibilities of the 
Investment Manager(s), as outlined below. 
 

3. Scope 

The policy applies to the endowed fund of the Cambrian Foundation, accounted for in the 
Cambrian Foundation’s Annual Audited Financial Statements under ‘Endowments.’ 
 

4. Objectives 

1. The investment objectives and policies established by the Cambrian Foundation Board 

of Directors will at all times fall within the limitations of any and all applicable 

provincial and federal legislation covering charitable organizations, including the 

Trustee Act of Ontario . 

 

2. Through contributions and gifts, the Foundation has endowment funds to be utilized 

for purposes as directed by the respective donors.  The primary objective of this group 

of funds will be investing the principal to preserve the capital pool against erosion and 

inflation while generating sufficient income to meet the needs to which such funds 

have been entrusted for.  The target rate of return for the endowment will be 5-6% 

annually. 

 

3. The foundation investment portfolio must have a diversified asset mix to meet the 

funding requirements and minimize the volatility of a significant reduction in asset 

value. 

 

4. It is expected that the Investment Manager(s) will manage the Foundation 

investments so as to achieve relatively consistent rates of return versus an appropriate 
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performance standard.  Given the long-term nature of the Foundation's assets, some 

fluctuations could be expected.  Maintaining a high level of capital preservation is 

desired but will be compared to overall market performance to ensure the future 

viability of the Foundation's funds. 

5. Time Horizon 

The time horizon for the portfolio is intended to be long-term as the Cambrian Foundation’s goal 
is to exist in perpetuity.  The benefit of focusing on the long-term is to avoid an emotional 
response to short-term market volatility which may cause doubt as to the viability of the 
investment policy.  Given a holding period of at least three to five years, historical asset class 
return data suggests that the risk of investment principal loss can be minimized with the long-
term asset mix defined in this policy.  
 

6. Income Requirements 

Deriving income from the Cambrian Foundation’s investment portfolio has not been essential 
over the last five years, however, sufficient liquidity must be maintained to meet potential future 
multiple annual withdrawals, based on past practice. 

 
7. Risk Tolerance 

The Cambrian Foundation views its investment goals as consistent with a Balanced to Balanced 
Growth portfolio.  The Balanced to Balanced Growth Portfolio will seek to provide long-term 
capital appreciation and modest income.  The Cambrian Foundation will accept a modest amount 
of portfolio fluctuation over the short-term as a trade-off for modest long-term wealth creation.  
As such, the portfolio will hold a higher weight in quality equity and equity-type investments 
while being supplemented with fixed income investments.  A certain amount of portfolio value 
fluctuation is acceptable over the short-term with cumulative negative total returns over longer 
periods being undesirable.  Assets invested in fixed income securities and cash are intended to 
provide regular cash flow, diversification, and stability to the portfolio, offsetting potential equity 
market fluctuations.  The Cambrian Foundation realizes there are risks in investing and tries to 
minimize them whenever possible.  Preservation of capital and regular income is more important 
than performance potential.  
 

8. Definitions 

Endowment:  A restricted donation made to the Foundation where the capital value is invested, 
and the annual investment income supports a specified educational purpose (e.g. scholarships, 
academic chairs, etc.).  It is a legal arrangement known as a charitable purposes trust where the 
funds are held in perpetuity. 
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Project Funds:  Received from external sources to be used for purposes authorized by the funding 
agency (e.g. research).  Project funds, generally, are term specific and no surplus or deficit should 
exist at the conclusion of the project.  However, project funds may be available for short-term 
investment. 
Trust Funds:  Amounts accepted and held by the Foundation, as trustee, subject to the terms of a 
particular trust.  
Short Term Investments: Short term investments consist of expendable funds which are 
combined for investment purposes, until the funds are required for expenditure within a one year 
time horizon.  
Long Term Investments: Long term investments consist of funds which are combined for 
investment purposes until the funds are required for expenditures, usually for at least 5 years. For 
purposes of this policy, long term investments will include funds available for investments longer 
than a one year time horizon.  
 

9. Managers 

Day to day management of the Fund shall be delegated to the professional Investment 
Manager(s).  The Manager(s) shall have discretion in the management of the Fund subject to the 
terms of this policy and in consultation with the Cambrian Foundation (See GENERAL 
INVESTMENT GUIDELINES, 2. Asset Class).   
 
Performance will be evaluated annually against an established benchmark (see Performance 
Standards).   
 
Tendering of management services will remain at the discretion of the Board of Directors of the 
Cambrian Foundation. 
 

10. Spending Policy 

It is the intention that all realized income from these funds is distributed to the Foundation as 
required throughout the year to fund scholarships, bursaries, and awards at Cambrian College. 
 

11. General Investment Guidelines 

The intention of the Cambrian Foundation is to facilitate flexibility in the investment approach as 
determined by the Investment Manager’s perspective on interest rates and equity market 
returns. Return on investment will be measured by the total return concept including interest and 
dividend income and capital gains (or losses).  
 



 

Cambrian College Foundation Board of Directors – Finance 
Committee Endowment Investment Policy 

Date Approved: March 27, 2019 

Date Reviewed by Finance Committee: 
February 21, 2019  

Date Revised: 
 

 

Page 4 of 10 
 

The following guidelines are designed to assist on asset mix and security selection decisions that 
meet the Cambrian Foundation’s objectives of investing the endowment funds in a diversified list 
of quality securities. 
 
1. Eligible Investments 
To achieve its investment objectives, the Foundation’s assets shall be allocated among a number 
of asset classes. These asset classes may include: domestic equity, domestic fixed income, 
international equity, international fixed income, real estate, private equity, and cash. The purpose 
of allocating among asset classes is to ensure the proper level of diversification within the 
Foundation’s portfolio.  
 
2. Asset Class 
A seminal research study concluded that the decision as to how assets are allocated among 
various asset classes accounts for over 90% of a portfolio’s performance.*  Therefore, maximum 
emphasis will be placed on the determination of the asset mix and the selection of an optimized 
model portfolio which is congruent the Cambrian Foundation’s specific risk/return profile. 
(*Brinson, Singer, Beebower, Financial Analyst Journal, February 1991) 
 
In creating the Foundation’s model portfolio, the Investment Manager(s) will recommend the 
allocation between classes, based on research using the historical relationships between the asset 
classes and recommend the securities and/or mutual funds for the portfolio.  Changes will be 
recommended with the goal of meeting or exceeding the benchmark performance standard. 
 
The Foundation believes it should have a diversified investment portfolio of bonds, domestic and 
foreign equity, and money market securities.  The Investment Manager(s) may vary the asset mix 
in order to enhance potential return or to partially protect against risk or decline under the 
following limits for each asset class: 
 

Asset Class Target 

Canadian Equities & REITS 30% 

U.S. Equities 18% 

International Equities 12% 

Total Equities 60% 

  

Bonds, Cash & Short Term 40% 

Total Fixed Income 40% 
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The Investment Manager(s) will be allowed to manage the assets within 10% up or down from the 
strategic allocation plan of 60% Equities vs. 40% Fixed Income to take advantage of market 
opportunities. Variations exceeding 10% must receive prior approval of the Cambrian Foundation 
Board of Directors.  
 
Over time, market conditions and the varying performance of the asset classes may result in 
changes to the asset mix of the portfolio.  To remain consistent with the asset allocation 
guidelines established, each asset class shall be reviewed on a yearly basis (or semi-annual basis 
should the Board prefer.) by the Investment Manager(s).  When appropriate, the Investment 
Manager(s) will recommend that the portfolio be rebalanced to maintain (approximately) the 
initial target allocation. 
 

12. Constraints by Asset Class 

The following is a guideline for the minimum/maximum investments permitted within each asset 
classification as well as the minimum quality rating. 

 
EQUITIES 
Equity holdings shall generally be restricted to high quality, readily marketable securities of 
corporations that are actively traded on the major stock exchanges, including NASDAQ.  These 
investments will be subject to the following limitations:  

Canadian Equities 

 Maximum of 40% in a single industry group  

 Maximum of 10% in a single company 

 Maximum of 15% in companies with capitalization of less than $100 million 

 Installment receipts requiring the holder to purchase Canadian common stocks listed 

on the TSE and the MSE are permitted 

 Specific restrictions: None 

U.S. Equities 

 Maximum of 10% in a single company  

 Maximum of 15% in companies with capitalization of less than $500 million 

 Specific restrictions: None 
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International Equities 

 Comprised of investments in the Morgan Stanley Capital International Europe, 

Australia, and Far East Index. 

Real Estate Investment Trusts 

 Investments may include equity real estate, held in the form of professionally 

managed, income producing commercial and residential property. 

 Such investments may not exceed 5% of the total fund.  

 Such investments may be made only through professionally managed pooled real 

estate investment trusts, as offered by leading real estate managers with proven 

records of superior performance over time.  

The Investment Manager(s) is prohibited from selling securities short, buying securities on 
margin, borrowing money or pledging assets, or trading uncovered options, commodities or 
currencies without the advance written approval of the Foundation. The Investment 
Manager(s) is also restricted from investing in private placements and restricted stock unless 
otherwise permitted in writing by the Foundation. It is expected that no assets will be 
invested in securities whose issuers are or are reasonably expected to become insolvent, or 
who otherwise have filed a petition under any provincial or federal bankruptcy or similar 
statute.  
 
Within the above guidelines and restrictions, the Investment Manager(s) has complete 
discretion over the timing and selection of equity securities.  
 
FIXED INCOME 
The purpose of fixed income investments, both domestic and international, is to provide 
diversification, and a predictable and dependable source of current 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 
prospects. Fixed instruments should reduce the overall volatility of the Foundation’s portfolio, 
and provide a deflation hedge.  
 
Investments in fixed income securities should be managed actively to pursue opportunities 
presented by changes in interest rates, credit ratings, and maturity premiums. The Investment 
Manager(s) may select from, appropriately liquid preferred stocks, corporate debt securities, 
guaranteed investment certificates and obligations of the Government of Canada and 
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provincial and municipal governments. These investments will be subject to the following 
limitations:  
 
Bond Quality 

 Minimum BBB rating as defined by a recognized bond rating service such as Canadian 

Bond Rating or Dominion Bond Rating Service. 

 Maximum of 15% in BBB 

 Maximum of 5% in a single issuer, except Government guaranteed 

 Maximum of 20% in a single industry group 

Duration 

  No issues may be purchased with more than 30 years to maturity 

The Investment Manager(s) is prohibited from investing in private placements, and fixed 
income or interest rate futures, without the prior written approval of the Foundation.  
 
Within the above guidelines and restrictions, the Investment Manager has complete 
discretion over the timing and selection of fixed income securities.  
 
SHORT TERM CASH OR EQUIVALENT 
The Investment Manager may invest in the highest quality commercial paper, repurchase 
agreements, Treasury Bills, certificates of deposit, and money market funds to provide 
income, liquidity for expense payments, and preservation of the Foundation’s portfolio 
principal value. 
 

 Money market securities must be rated at least A1 or P-1 (by Moody’s or Scotia Capital 

Market Universe Index) 

 Maximum term of any single investment not to exceed one year 

 5% maximum in single issuer, except Government guaranteed 

Un-invested cash reserves shall be kept to a minimum; short term, cash equivalent securities 
are usually not considered an appropriate investment vehicle for long term investments. 
However, such vehicles are appropriate as depository for income distributions from longer-
term endowment investments, or as needed for temporary placement of funds directed for 
future investment to the longer-term capital markets.  
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Within the above guidelines and restrictions, the Investment Manager(s) has complete 
discretion over the timing and selection of cash equivalent securities.  
 
OTHER SECURITIES 
The use of other types of securities and investments may be allowed with the written 
approval of the Cambrian Foundation Finance Committee under the following conditions: 
 
Real Estate 

 Gifts of income producing real estate may be included in the investment portfolio, and 

liquidated at a convenient time. To the extent any gifts of real estate would constitute 

a negative cash flow, or would be deemed by professional management counsel to 

constitute undue market risk, such gifts would be disposed at sale and the proceeds 

directed to the general pool for the benefit of programs consistent with the donor’s 

interest.  

Derivatives and Derivative Securities 
The use of derivative securities by the Investment Manager(s) may be allowed with the 
written approval of the Cambrian Foundation Finance Committee under the following 
conditions: 

1. the manager has exhibited expertise and experience in utilizing such products,  

2. the manager demonstrates that use of such products is strategically integral to their 

security selection, risk management, or investment processes, and  

3. the manager demonstrates acceptable internal controls regarding these investments. 

13. Performance Standards  

The investment returns achieved by the Investment Manager(s) will be compared to the 
investment returns of the benchmark based on the strategic asset allocation plan.  

 
The goal of the Investment Manager(s) will be to achieve an annualized rate of return that 
exceeds the benchmark.  

 
Performance of the investments will be judged against a benchmark consisting of the appropriate 
market indexes in proportion to the strategic asset allocation plan. The following or other 
appropriate indexes will be used: 
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Asset Class Benchmark Market Index 

Canadian Equity The S&P/TSX 60 Index 

US Equity Standard and Poors 100 Index 

International Equity 
Morgan Stanley Capital International Europe, Australia, and Far East 
Index 

Short Term Income FTSE TMX Canada 91-day T-Bill Index 

Canadian Bond FTSE TMX Canada Universe Bond Index 

International Bond Citigroup WGBI Unhedged – C$ Index 

  
The performance of the investments will be reviewed annually by the Cambrian Foundation 
Finance Committee and the Investment Manager(s) for the following periods: 
 

1. The previous year; 

2. The previous five years; 

3. Since inception of the fund. 

14. Restrictions 

 Only the Foundation’s Board of Directors is authorized to waive or modify any of the 

restrictions in these guidelines in appropriate circumstances.  

 Any such waiver or modification will be made only after a thorough review by the 

Cambrian Foundation Finance Committee and the Investment Manager of the 

investment strategy involved.  

 Documentation supporting all requests for waivers and modifications will be 

maintained as part of the permanent records of the Cambrian Foundation Finance 

Committee.  

 All investments of the Foundation’s portfolios must comply with the Cambrian 

Foundation policy regarding social responsibility. 

15. Communications 

The Investment Manager(s) shall meet twice annually with Foundation and College staff, or as 
reasonably expected, and once annually with the Finance Committee of the Foundation Board to: 

1. Report on the breakdown of the portfolio relative to the asset class benchmarks; 

2. Report on the performance of the investments over the year relative to the 

established market indexes; 

3. Recommend any changes to the strategic asset allocation plan.  
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The Endowment Investment Policy shall be reviewed during such meetings and no less than 
annually.  

 
It is expected that the Investment Manager(s) responsible for the investment of the Foundation’s 
portfolio shall report quarterly on the performance of the portfolio, including: 

1. Comparative gross returns for the funds and their respective benchmarks; 

2. A complete accounting of all transactions involving the Foundation during the quarter 

together with a statement of book value, beginning market value, fees, capital 

appreciation, income and ending market value, for each account. 

16. Amendments 

The Annual Endowment Disbursement Policy shall be reviewed annually from the date of 
approval. It may be recommended that they be altered to meet the current needs of the 
Committee by agreement of the majority. 
 
The above Annual Endowment Disbursement Policy for the Finance Committee have been agreed 
to: 
 
Committee Chair     Date of approval by Committee 
 
Ron Chrysler      February 21st, 2019 


