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PURPOSE AND MISSION 

Our Mission:  The Foundation exists solely to provide financial 

support and assistance to the Art Museum of Greater Lafayette.  To 

that end, the Foundation will receive and acquire assets for the 

benefit of the Art Museum and will manage and invest the same 

for preservation, growth and income production.  It is the goal of 

the Foundation to maximize the long-term financial support of the 

Art Museum of Greater Lafayette. 
 

The investment objectives and policies of the Lafayette Art 

Association Foundation are designed to ensure prudent 

management of the Foundation.  As stated in the articles of 

Incorporation, the Foundation purpose is: 

1. To buy, hold, own, improve, manage, operate, lease, sell, 

convey and in every way deal with real estate and personal 

property, and any interest therein of whatever kind for the purpose 

stated in the Articles of Incorporation. 

2. To invest and reinvest the money and property of the Foundation 

and to do any act designed to protect, preserve, and improve or 

enhance the value of the property of the Foundation. 
 

INVESTMENT OBJECTIVES 

1) The primary investment objective of the Foundation is to 

provide an increasing account value, ideally keeping pace with 

inflation and defraying investment and administration costs, in 

order to sustain the operations and grant making capacity of the 

Foundation. 
 

Investment objectives will be achieved by maximizing total return 

consistent with prudent risk limits.  Prudent risk will be defined by 



the most current generally accepted law and guidelines as applied 

to charitable organizations as it explains appropriate investment 

classes unless a class of investment is otherwise specified in this 

document as a prohibited investment.  Furthermore, risk will be 

evaluated when analyzing investment performance and defined as 

“volatility”.  Volatility will be measured by the standard deviation 

of investment classes as compared to the index(s) used as a 

benchmark to evaluate portfolio performance. 
 

The total return strategy ensures that investment objectives will be 

met with the intent of maximizing the long-term return of the 

entire portfolio, both from market value increases (realized and 

unrealized capital appreciation) and from current yield (interest 

and dividends).  Portfolio managers are free to prudently allocate 

in a manner that they believe will produce the highest total return 

without the constraint of generating a specified amount of income 

for distribution.  It is the intent of the board to delegate the day-to-

day management activities of the portfolio.  The board shall 

provide guidance for investment managers as defined in this 

document and as amended from time to time.  The time horizon 

desire to achieve the primary objective is considered “long-term”. 

 Although the Foundation’s life span is to be considered perpetual, 

we will use ten (10) years or more to define long term for 

evaluation purpose. 
 

2) A secondary objective of the Foundation is to provide 

reasonable consistency of returns on an annual basis, which is 

important for the Foundation and for the needs of the Museum.  To 

help evaluate return consistency, performance shall be measured 

over one, three, and five years.  It will be the duty of the 

investment consultant/manager to provide reports that clearly 

illustrate the performance and risk as it applies to the investments 

managed. 
 

Accordingly, the funds are to be managed in a manner that will 



limit downside risk.  The asset allocation guidelines provided by 

the board and the investment manager’s process and discipline 

should ensure adequate diversification in order to reduce volatility. 
 

The annualized total rate of return of the entire portfolio is 

expected to meet the return of the target allocation defined in the 

asset allocation section over a five-year period.  The annualized 

total rate of return for the equity portion of the portfolio will be 

compared to the S&P 500 index.  The annualized total rate of 

return of the fixed income portion of the portfolio will be 

compared to the Barclays Intermediate Treasury Bond index over a 

five-year period. 
 

Investment managers will be evaluated relative to the defined 

statement of investment objective found in these guidelines. 

 Investment performance shall be provided by the investment 

consultant/manager to the board no less than annually.  It is 

expected that the investment consultant/manager or representative 

shall meet with the board annually to review their performance and 

to provide other information and advice appropriate to assisting the 

Foundation with meeting its goals and objectives. 
 

DISTRIBUTION POLICY 

Spending amounts will be determined annually by the Board and 

shall be based on the needs and request of the Lafayette Art 

Association Foundation. 
 

Using a three (3) year rolling average of the fair market value of 

unrestricted funds as of the end of the Foundation’s fiscal year a 

distribution will be made of not less than 3% and not greater than 

5% of the average.  The distribution will be determined by 

December 31st for the following year and distributed within the 

fiscal year. 
 

ASSET ALLOCATION 

The Lafayette Art Association Foundation portfolio will be a 



broadly diversified portfolio of various equity and fixed income 

asset classes.  At least annually, the Board shall meet with the 

investment consultant/manager to review the portfolio to align with 

the long-term target allocation. 
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The portfolio is not restricted to being fully invested at any time, 

however, it is preferred that no more than ten percent (10%) of the 

entire portfolio be invested in cash.  The 

Board has set the following targets and ranges for its aggregate 

portfolio assets: 

                  Target  Range 

Equity   70%       30-80% 

Fixed Income  30%                    20-60% 

Cash    0%                       0-10% 

 

In the event that the above aggregate asset allocation guidelines are 

exceed for reasons including but not limited to market fluctuations, 

the Board allows the investment consultant/manager to bring the 

portfolio into compliance with these guidelines as promptly and 

prudently as possible without instruction from the Board.  It is 

understood that equity investments may be made in either domestic 

or foreign domiciled companies. 
 

 

DIVERSIFICATION FOR INVESTMENT MANAGERS 

The Board prefers the securities in the plan represent a cross 

section of the economy.  However, in order to achieve a prudent 

level of diversification, the equity securities of any one issuer, at 

cost, shall not exceed ten percent (10%) of the total fund, and not 

more than thirty-five percent (35%) of the total fund should be 

invested in any one business sector/industry. 
 

PROHIBITED TRANSACTIONS 



Unless permission is granted by the Board, the following 

transactions are prohibited: 

1. Short Selling 

2. Margin Transactions 

3. Commodity and/or Futures Transactions 

4. Hedge Funds 

5. Derivative Securities 

 

To ensure marketability and liquidity, investment 

consultant/manager is expected to execute transactions through the 

following exchanges:  New York Stock Exchange, American Stock 

Exchange, Pacific Stock Exchange, and NASDAQ over-the-

counter market.  In the event that an Investment manager 

determines that there is a benefit or a need to conduct transactions 

in exchanges other than those listed in this statement, written 

approval is required from the Board. 
 

FIDUCIARY DUTIES 

The Lafayette Art Association Foundation and its investment 

consultant/manager are expected to conform with the current and 

generally accepted fiduciary standards as such guidelines relate to 

being stewards or the Foundation assets.  Most endowment and 

Foundation funds are governed by state regulations, which 

embrace the Prudent Investor Rule.  The Prudent Investor Rule, as 

enacted in Indiana, provides that, in investing, reinvesting, and 

managing trust property, the trustee “…shall exercise the judgment 

and 
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care under the circumstances then prevailing which persons of 

prudence, discretion, and intelligence exercise in the management 

of their own affairs, not in regarding to speculation, but in regard 

to the permanent disposition of their funds, considering the 

probable income as well as the probably safety of their capital…” 



 In addition to the board standards applied to trustees and 

charitable directors by the Prudent Investor Rule, the Foundation 

shall abide by model statue as stated in the governing laws/codes 

as approved by the Indiana General Assembly.  The two most 

important of these laws are the Uniform Prudent Management of 

Institutional Funds Act of 2006 (UPMIF) and the Uniform Prudent 

Investor Act of 1994 (UPIA). 
 

IRS TAX STATUS 

The Lafayette Art Association Foundation, Inc. is exempt from 

federal income tax under Section 509(a)(3) Type I of the Internal 

Revenue Code.  Consequently, tax considerations are not a 

meaningful constraint for the fund, other than the fact that 

securities with tax-exempt features should be avoided. 
 

CODE OF ETHICS REQUIREMENT 

No part of the net earnings of the Corporation shall be distributed 

to the benefit of its members, directors, officers, or other private 

persons, except that the Corporation shall be authorized and 

empowered to pay reasonable compensation for services actually 

rendered and to make payments and distributions in furtherance of 

the purposes set forth in the Articles of Incorporation. 
 

INVESTMENT POLICY REVIEW 

To assure continued relevance of the guidelines, objectives, 

financial status and capital markets expectations as established in 

this statement of investment policy, the Board plans to review 

investment policy at least annually. 
 

This Statement of Investment Policy is adopted on January 28, 

2015 by the Board of The Lafayette Art Association Foundation, 

Inc. 


