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THE NC A&T INVESTMENT FOUNDATION, INC. 
 

STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES 

FOR THE LONG-TERM INVESTMENT POOL (Fund) 
 

 

INTRODUCTION 
 

The NC A&T Investment Foundation, Inc. (“NCAT IF”) is a North Carolina 

nonprofit corporation organized and operated to provide investment management 

for the benefit of its entities named in Article III of its bylaws, which presently 

include: 

 

 The North Carolina A&T Real Estate Foundation, Inc., and 

 The Foundation for NC A&T State University, Inc. 

 

which together with North Carolina A&T State University (“University”) are 

hereinafter referred to collectively as the “Members” of the NCAT IF. 

 

DUTIES AND RESPONSIBILITIES 
 

Each Member’s board of trustees or directors has ultimate authority and 

responsibility for the management of that Member’s investment assets. In 

accordance with the applicable law of North Carolina, including the Uniform 

Prudent Management of Institutional Funds Act,  the North Carolina Uniform 

Principal and Income Act, and the North Carolina Prudent Investor Act, the board 

of each Member has delegated to NCAT IF the investment management and 

responsibility for all or part of that Member’s investment assets, with authority to 

further delegate such investment management by establishing and investing in a 

long term investment pool (“Fund”) managed by one or more professional 

managers, all pursuant to this Statement of Investment Policies and Objectives 

(“Statement”). 

 

The Board of Directors of the NCAT IF is responsible for managing the investment 

process.  In carrying out this duty, the Board of NCAT IF has selected two 

investment managers (“Principal Managers”) to assist in managing the assets of the 

Fund.   The Board of NCAT IF will regularly review investment performance of 

the Fund including the performance of each Principal Manager to monitor the 

progress being made toward achieving the stated objectives in this Statement. 

 

 



 

STATEMENT OF INVESTMENT PHILOSOPHY 
 

The intent of the Board of Directors of the NCAT IF is to allow its investment 

managers the opportunity to practice their art without undue interference from the 

Board.  Because different asset classes will perform at different rates, the Board will 

monitor asset allocation shifts caused by performance. 

 

The NCAT IF’s philosophy is to use a complementary investment structure that 

leads to a diverse portfolio.  The goal of utilizing a varied portfolio mix is to generate 

optimal returns with a minimum of risk.   

 

PRINCIPAL MANAGERS 
 

NCAT IF has given each Principal Manager full discretionary authority to manage 

their respective allocations and to select particular managers or partnerships 

(hereinafter “external managers”) for that purpose. The two Principal Managers 

are: 

  Vanguard Institutional Advisory Services 

  UNC Management Company, Inc. (“UNCMC”) 

 

The Principal Managers shall also provide administrative investment management 

services to NCAT IF.  Such services shall include: 

1. Evaluation of the separate performance of their respective external 

managers, monitoring their portfolios of securities and investments, and, 

from time to time explaining additional allocations to or withdrawals from 

such managers; 

2. Providing summarized quarterly performance reports from all external 

managers and providing overall quarterly reports to the Board; 

3. Providing a monthly report of the Principal Manager’s investment fund’s 

performance and assets; 

4. Reporting in a timely manner any substantive development that may affect 

the management of NCAT IF’s assets. 

 

In all investment decisions, including without limitation, the purchase, sale, 

exchange, or retention of assets, the determination of asset allocations, and the 

exercise of rights, options, and privileges incident to asset ownership, each 

Principal Manager shall have full authority to act solely under the direction and 

approval of its governing board or committee. 

 

 



 

Principal Manager Investment Policy Statements 

 

Each Principal Manager has an Investment Policy Statement (“IPS”) as of the date 

of this Statement. The IPS of Vanguard is attached as Appendix A, and the IPS of 

UNCMC is attached as Appendix B, both being made a part hereof.  

To the extent that NCAT IF allocates funds to a Principal Manager, NCAT IF adopts 

that manager’s IPS then in effect for those funds.   

 

 

FINANCIAL OBJECTIVES 
 

For the long term, the primary investment objective for the Fund is to earn a total 

net return within prudent levels of risk, that is sufficient to maintain the purchasing 

power of the Fund in order to meet spending needs of the Members.     

 

NCAT IF does not set or approve any spending policies or spending rates.  NCAT 

IF communicates the Fund’s risk and return estimates to the Members for their 

consideration in setting spending policies and spending rates.    Based on this 

information, each Member approves a spending policy and spending rate to assist 

in balancing several competing objectives:  1) maximizing long-term real return, 2) 

optimizing annual spending, 3) preserving the real value of principal and spending 

distributions, and 4) maximizing the stability and predictability of spending 

distributions.  

 

INVESTMENT OBJECTIVES 
 

Rate of Return Objective 

 

The primary investment objective of the Fund is to attain a minimum annualized 

real total return (net of investment management fees and any other expenses) of at 

least 5% over the long term (5% + CPI).  It is recognized that this real return 

objective is a long-term average expectation and that there will be periods of time 

in which the portfolio may exceed or fall short of this target, sometimes by a 

significant amount. 

 

Risk Tolerance 

 

The Fund’s long-term objectives require a long-term investment horizon. Thus, the 

Fund can tolerate significant variability in short- and intermediate-term investment 

performance, provided that returns over the long-term exceed the stated goals. 



However, the Members’ dependence on the Fund for annual distribution will limit 

somewhat the amount of short-term illiquidity risk the Fund can bear.  

 

INVESTMENT POLICIES 

 

Target Allocations 

 

The return objective of the Endowment is to increase the annual transfer to the 

operating budgets by at least the rate of inflation.  To ensure that the annual transfer 

does not endanger the future value of the Endowment, the long-term goal is to have 

an annualized total return of at least the CPI plus the spending level.  To ensure real 

returns sufficient to fund the level of spending, the endowment portfolio will be 

invested with the following long-term target allocations. 

 40 percent in equities 

 25 percent in fixed income securities 

   5 percent in cash or cash equivalents 

 30 percent in alternative investments 

 

Actual allocations will vary within ranges depending on allocation decisions relative 

to the performance of the asset classes and the availability of high quality investment 

opportunities. 

 

These ranges are as follows: 

 20 to 70 percent in equities 

 10 to 50 percent in fixed income securities 

   0 to 50 percent in cash or cash equivalents 

   0 to 50 percent in alternative investments 

 

The Committee will review the relative market value of the asset classes and 

generally place new money under investment in the category(ies) which are furthest 

below their target allocation in this policy.  Rebalancing will typically occur semi-

annually as the allocations reach a point where they are out of the target ranges in 

excess of five percent (5%). 

 

Unallocated Cash 

 

Cash and cash equivalents should be maintained at a level necessary to meet the 

immediate cash needs of the endowment relative to expected expenses.  The 

Committee will generally attempt to see that the University’s assets include a cash 

reserve sufficient to pay annual distributions and expenses due within a reasonable 

future period. 



Equities 

 

The equities portion of the portfolio will be invested in marketable securities of both 

the broad U.S. domestic market and of foreign developed and emerging markets.  

Within this combination of strategies, the fund may diversify further with respect to 

investment style, capitalization size, etc. The goal of the equity portfolio is to provide 

long-term capital appreciation. Appropriate indices will be used to benchmark equity 

performance.  

 

Fixed Income Securities 

 

The fixed income portion of the portfolio will be invested to provide diversification 

to the portfolio, to provide a predictable and dependable source of income, and to 

reduce portfolio volatility.  To meet this goal, the University will invest in high 

quality, medium to long term instruments or in investments backed by the U.S. 

Government.  The Committee may allow managers to adjust bond credit quality as 

economic circumstances warrant.  Fixed income investments may include short term 

money market securities to meet short term liquidity requirements.  Appropriate 

indices will be used to benchmark fixed income performance. 

 

Other Investments 

 

The Committee may authorize the use of alternative investment strategies that may 

include, but are not limited to market neutral funds, real estate, special sector funds, 

hedge funds, and managed commodities.  The primary purpose of these investments 

is to provide additional diversification benefits to the overall portfolio and good risk 

adjusted returns.  

 

CONTROL PROCEDURES 

 
Review of Investment Objectives 

 

Investment performance will be reviewed at least quarterly to determine the 

continued feasibility of achieving the investment objectives and the appropriateness 

of the investment policy for doing so.  In addition, the validity of the stated objectives 

will be reviewed annually.   

 

Review of Principal Managers, Investments, and Performance Evaluation 

 

The NCAT IF Board will meet at least four times a year to review the Principal 

Managers’ investment results and adherence to investment objectives and 



guidelines.  The Principal Managers will summarize performance reports from 

external managers and provide quarterly investment reports for review during the 

quarterly meetings.  In addition to evaluating a Principal Manager’s historical 

performance, emphasis will also be placed on a firm’s professional and ethical 

values, investment philosophy, financial viability, organizational structure, and 

experience of key personnel. 

 

The Principal Managers will be responsible for keeping the NCAT IF Board advised 

of any material change in its personnel, the investment strategy, or other pertinent 

information potentially affecting performance of all investments. 

 

Performance shall be measured on a total return, time weighted basis and presented 

for the most recent quarter, calendar and fiscal year to date, and the trailing year, 

trailing three-year, five-year and ten-year fiscal periods.  Investment results are 

shown net of fees and any other expenses.  Performance will be compared to the 

benchmarks as described below.  

 

Benchmarks 

 

Investment performance will be judged primarily by a weighted market index that 

will reflect the investment asset allocation at each calendar quarter.  

 

In addition, absolute returns will be judged by the production of sufficient 

investment returns to equal or exceed the Consumer Price Index plus the rate of 

spending on the investments.   

NCAT IF believes these benchmarks approximate the average investment policies 

of similar institutional investors.  

The returns of peer institutions will also be used as measures of performance.  The 

primary comparison universe will be a group of comparable pools that represent the 

University’s investment peers (most with much larger funds under management).  

NCAT IF seeks to surpass the median return of such universe.  In judging 

performance relative to peers, emphasis will be on periods of at least three years. 

 

Monitoring Risk 

 

The Fund objective is to apply the prudent-person rule:  Investments are made as a 

prudent person would be expected to act, with discretion and intelligence, to seek a 

total real return while preserving capital, and, in general, to avoid speculative 

investments.  

 



NCAT IF’s Board recognizes that, in addition to volatility measured by beta factors, 

there are specialized investment risk types that may be inherently associated with 

each investment asset class. Those risks include, among others: Interest Rate Risk, 

Credit Risk, Custodial Risk, Concentration Risk, Counterparty Risk, Foreign 

Currency Risk, and Moral Risk. 

 

Monitoring total fund composition and asset allocation in accordance with this 

Statement addresses the overall risk; but it does not separately identify and monitor 

those specialized risks. NCAT IF expects each of the Principal Managers to identify 

and monitor those risks with respect to all external managers chosen by that Principal 

Manager, in order to assist NCAT IF in its overall monitoring of those risks. 
 

Diversification 

 

In general, the Principal Managers are chosen for their individual strength in 

investment approach, methodology and research, correlation of strategies, 

quantitative stock selection models and distinct manager specialists in a risk 

controlled framework.  This diversification should provide reasonable assurance that 

no single security, class of securities or investment manager has a disproportionate 

impact on the results of the Fund.  

 

 

 


