
 

 

            
Furman University Endowment 
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I.  Introduction 

 
This statement of investment policies and objectives governs the investment management of Furman 
University’s Endowment Fund (the “Endowment”) and will be effective until modified as conditions 
warrant by the Investment Committee of the Board of Trustees and presented to the full Board of 
Trustees.  Both the Investment Committee and investment advisors are expected to propose revisions in 
the guidelines whenever the existing guidelines would impede meeting the Endowment’s investment 
objectives.  The policies and objectives provided below apply to the pooled endowment funds; specific 
guidelines for individual accounts managed by investment advisors may be attached as appendices. This 
statement is designed to serve as a framework for a disciplined process that seeks to enhance one of the 
University’s most strategic assets. 
 
All investment managers shall conform to this Statement.  If any assets are not currently managed in 
accordance with this Statement, the investment manager in violation shall conform within a reasonable 
period (60 days) or risk termination. 
 
The Statement of Investment Policies and Objectives will be reviewed at least annually. 
 

II. Investment Objectives 
 
The overall financial objectives of the Endowment are (1) to preserve and enhance the purchasing power 
of the University’s Endowment, and (2) to support the current and future operations of Furman 
University. To accomplish these goals, the Endowment must generate real returns from investments 
greater than its spending rate over the long term. 
 
Thus, the main investment objective of the Endowment is to attain an average annual net real total return 
(net of investment management fees adjusted for inflation), in excess of the spending rate over the long 
term (rolling five-year periods). It is recognized that the real return objective may be difficult to attain in 
every five-year period, but should be attainable over a majority of five-year periods. A secondary 
objective is to exceed the return of the blended custom benchmark illustrated in section IV.   
 

III. Core Beliefs 
 
The Investment Committee has adopted a diversified approach to investment management that balances 
its total return goals with an acceptable risk level in order to preserve the Endowment’s purchasing 
power. By diversifying among different asset classes and periodically rebalancing toward policy target 
allocations, the Investment Committee expects to enhance the real market value and provide an adequate 
funding source for the University’s spending requirements. 
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Rebalancing asset allocations towards policy targets is essential for maintaining the risk profile adopted 
by the Investment Committee. Transaction costs and liquidity must be considered within a rebalancing 
framework. Implementation of rebalancing activities will be covered within Section IV. 
 
The costs associated with managing the Endowment must be considered vis-à-vis the ability to add 
value. Passive investment vehicles will be considered in highly efficient asset classes. Active strategies 
should be utilized in inefficient asset classes, where outperformance over the appropriate benchmark is 
probable over long periods of time. 
 
The Investment Committee and staff will strive to maintain an acute awareness of the University’s 
sustainability initiatives and, within the context of this policy, consider opportunities that support 
Furman’s commitment to the environment. 
 
All transactions involving Endowment assets should be managed in a prudent manner reflecting best 
execution and industry-wide best practices. Proxy and Corporate action items should be voted in such a 
manner that reflects the University’s best interests. 
 

IV. Asset Allocation & Portfolio Composition 
 
Since the selection and weighting of asset classes is the primary determinant of investment return and 
volatility, they will be periodically reviewed in accordance with a systematic allocation process.  The 
approved asset classes, target weightings and policy ranges are shown below.  The weightings and 
indices will be utilized for the Endowment’s custom blended benchmark. 

 

 % 
Target 

Allocation

 
% 

Range 

 
 

Index Benchmark 
Total Equity 48.0 38-58  

US Equity 20.0 15-25 Russell 3000 Index 
Developed Non-US Equity 20.0 15-25 MSCI EAFE 

   Emerging Markets Equity 8.0 4-12 MSCI Emerging Markets 
Total Alternative 30.0 25-35  

Hedge/Abs. Return 20.0 15-25 HFR Fund of Funds Index 
Private Capital 10.0 6-14 Venture Economics Index * 

Total Traditional Fixed Income 10.0 6-14 LB 3-10 Yr Treasury Index 
Total Real Assets 12.0 8-16 CPI + T-Bills 

* Private Capital benchmark will gradually increase to target over time, reflecting actual allocation. 
 
On a month-end basis, if the actual allocation ever goes outside the ranges noted above, the portfolio 
should be rebalanced by the University’s investment staff to bring it back into compliance with this 
policy framework. 

 
The primary purpose of equity investments, domestic and international, is to provide capital 
appreciation, with the recognition that this asset class has higher volatility than hedge funds or fixed 
income over most multi-year periods.  As some equity subclasses are highly efficient, use of index funds 
and/or exchange-traded funds (ETFs) can result in management fee savings. Equity strategies should be 
broadly diversified in terms of style and market capitalization characteristics.  
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The primary purpose of directional or long/short hedge funds is to earn equity-like returns with less 
volatility over time.  The primary purpose of absolute return hedge funds is to earn returns superior to 
fixed income with similar or less volatility.  Additionally, both kinds of hedge funds increase 
diversification by not being perfectly correlated to equity and fixed income markets, thereby lowering 
the risk/volatility of the portfolios in aggregate. Where possible, hedge fund investments should be in 
offshore vehicles to avoid unrelated business taxable income (UBTI).   
 
The primary purpose of private capital investments (including venture capital and private equity) is to 
provide long-term appreciation of principal and diversification.  These investments are expected to be 
made principally through funds of funds, although direct strategies should be considered as the portfolio 
of private capital investments grows and matures.  Returns are typically negative in the first several 
years of such investments, as capital is called and fees exceed income.  Then, as private capital 
investments mature, distributions in the later years typically make the net internal rate of return (IRR) 
exceed 12%.  This phenomenon of losses in the early years and strong gains in the later years is referred 
to as the “j-curve.” Until the policy allocation to private capital is achieved, the composite benchmark 
will gradually increase, better reflecting actual participation.       

   
The primary purpose of traditional fixed income investments is to provide diversification, a dependable 
source of income, and a deflation hedge.  High quality notes and bonds reduce the overall volatility of 
the portfolio.  
 
The primary purpose of real assets / natural resources (including commodities, commodity-related 
equities, TIPS and global real estate) is to provide a hedge against unexpected inflation.  Real assets 
have a low correlation to traditional securities and should achieve a total return of at least inflation plus 
treasury bills.    
 

V.  Limitations and Restrictions 
 
Not more that 15% of the total Endowment Pool may be invested in a single-manager investment 
strategy. 
 
At least 70% of the total Endowment Pool must be in liquid (0-30 days) or semi-liquid (monthly, 
quarterly, or annually) vehicles, defined as “able to be converted to cash and disbursed to the 
University” within the time periods listed. 
 
With the exception of U.S. Government/Agency securities or cash equivalents, not more than 10% of 
any manager’s portfolio, at market value, may be invested in the securities of one issuer. 
 
The traditional fixed income portfolio should maintain, in aggregate, an investment grade credit rating of 
AA-/Aa3 or higher. Investments in international fixed income and domestic high yield securities are 
permitted within so long as they do not exceed 25% of the traditional fixed income portfolio. 
 

VI. Role of the Investment Committee 
 
The role of the Investment Committee of the Board of Trustees of Furman University is to maintain 
oversight of, and be responsible for, developing and recommending policies governing the investment 
management of the Endowment pool. The Investment Committee will be subject to the Prudent Investor 
Rule. 
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VII. Role of University Investment Staff 

 
The University’s investment staff (Chief Investment Officer/Director of Investments) is responsible for 
the implementation of, and conformity to, the guidelines and policies developed by the Investment 
Committee. Within the framework of the approved Investment Policy and any items discussed and 
approved by the Investment Committee during regularly scheduled meetings, the CIO/Director of 
Investments should execute in a timely manner all transactions approved by the Investment Committee. 
Periodic rebalancing (between strategies already in existence), as described in Section IV above, may be 
conducted by investment staff.  Significant other transactions (terminations, new manager hires, follow-
on investments, etc.) within previously discussed and approved investment structure will be 
electronically communicated to Investment Committee members at least 5 days prior to execution. This 
gives Investment Committee members time to request further information or object.  
 
Investment staff, including the CIO/Director of Investments cannot disburse cash from Endowment 
accounts without the involvement and authorization of the University’s Department of Financial 
Services, per current operating procedures. 
 
 

VIII. Role of Investment Consultant & Advisory Group 
 
The University investment office has retained the services of an independent investment consultant to 
serve as a collaborative extension of staff. The consultant will assist in the creation of general 
investment policies, make recommendations involving asset classes, structure and managers, assist in 
the implementation and monitoring of investment accounts, report performance, and perform other 
services as needed.  The consultant will be available to staff via telephone or in-person as required under 
the normal course of business.  
 
Additionally, the investment office has created an advisory group, the Endowment Consulting Group 
“ECG”, to act as an additional resource for Furman.  A diverse and complementary group of industry 
experts, the ECG will consist primarily of alumni and others that have a strong link to the school. 
Recommendations, suggestions, comments regarding market conditions, asset allocation, emerging 
investment strategies, manager selection, and best practices provided by the ECG will be thoughtfully 
considered.   
  

IX.  Communication and Reporting 
 
At least on a quarterly basis, each investment manager or fund shall communicate the following to the 
University and its investment consultant, who in turn may provide a summary for the University:  (i) 
major changes in the manager’s investment outlook, strategy or portfolio structure; (ii) significant 
changes in the manager’s ownership, organizational structure, financial condition or senior personnel; 
and (iii) transactions, holdings and performance reports. Managers of long security strategies should be 
prepared to report corporate action and proxy voting records, if requested. 
 
Quarterly evaluations of assets under management shall be supplied by the investment managers in the 
form requested by the consultant.  Managers should make themselves available for phone and in-person 
discussions with University representatives and the investment consultant. 
 



  

 5

Monthly summary level account data (with the exception of private capital investments) shall be 
provided to the University and its investment consultant. 
 
Investment managers should be available for conference calls as needed and for on-site visits at least 
annually. 
 
After each University fiscal year-end (June 30), each manager will provide documentation and materials 
as requested in conjunction with the annual audit, performed by a qualified third party accounting firm. 
 
The Investment Committee will report to the full Board of Trustees at normally scheduled meetings or 
as requested. 
 

X.  Spending Policy 
 
 The spending policy is meant to ensure that endowment purchasing power (real value) is 
maintained over time by keeping the long-term rate of annual spending from the Endowment equal to or 
less than the long-term real (inflation-adjusted) investment returns of the Endowment.  The Investment 
Committee notes that the spending rate is the one lever over which it can exercise true control toward 
increasing the Endowment’s value and the near-term spending restraint will enable greater spending 
flexibility over the long term. 
 
 The following was adopted by the Investment Committee and approved by the board of Trustees: 
 
Spend from the Endowment 4.5% of the “spending base” (which is established as the market value of 
the pool as of June 30, 2000 plus gifts and reclassifications through December 31, 2000).  The base 
amount will be increased at the rate of 4% annually, plus the nominal value of endowment gifts received 
through December 31st of the previous year. 
 
 As a general matter, the Investment Committee will review spending policy and practices at least 
every two years to ensure that the policy remains aligned with financial objectives.  The Committee 
should be mindful of adjusting the spending base if market movements result in spending at a level more 
than 6% or less than 3% of the Endowment’s market value at the end of the previous fiscal year. 
 
 

XI. Conflict of Interest 
 
 The University has in its bylaws a comprehensive conflict of interest policy (see appendix A). 
Trustee members of the Investment Committee are subject to the University’s conflict of interest policy. 
In addition, non-trustee Investment Committee members, University investment staff, investment 
consultants/advisors, and advisory group members must receive, understand and adhere to the conflict of 
interest policy. 
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Appendix A 
 

 
FURMAN UNIVERSITY 

BYLAWS 
Article I, Section 9 

 
Section 9.  Trustees shall disclose to the Chair possible conflicts of interest at the earliest 
practicable time.  No Trustee shall vote on any matter in which such Trustee has a conflict of 
interest; and the Chair shall report to the Board that the Trustee has reported the conflict of 
interest prior to taking a vote.  A detailed policy regarding conflict of interest appears as an 
Addendum to the Bylaws.   A Disclosure Statement will be completed by each trustee at the first 
board meeting of each academic year. 

 
ADDENDUM 

to Article I, Section 9 
Conflict of Interest Policy  

 
1. Scope. The following statement of policy applies to each member of the Board of Trustees of Furman 
University. 
 
2. Fiduciary Responsibilities. Board members serve the public trust and have a clear obligation to 
fulfill their responsibilities in a manner consistent with this fact.  All decisions of the Board and officers 
of the administration are to be made solely on the basis of a desire to advance the best interests of the 
institution and the public good.  The integrity of Furman University must be protected at all times. 
 
3.  Duty of Loyalty.  Trustees of Furman University are required to exercise the utmost good faith in all 
transactions and matters concerning their duties to the University and its property.  They shall not use 
their position, nor use or disclose knowledge gained there from there from, in any way that might give 
rise to a conflict between the interests of the University and their own.  They shall not, at any time, act in 
a manner that is contrary to the interests of the University. 
  
4.  Independent Decision Making.  Such individuals may not accept gifts valued at more than $100.00, 
gratuities, or entertainment from sources other than Furman University that might influence their 
decision making or actions on behalf of the University. 
 
5.  Disclosure of Any Duality of Interest or Possible Conflict of Interests.  Prior to consummating a 
transaction or acting upon a matter involving the possible existence of a duality or conflict of interest, 
the individual involved shall make a full disclosure of all relevant facts to the Chairman of the Board of 
Trustees.  In addition, such individuals shall periodically report in a similar manner all affiliations, 
whether as an owner, director, officer, partner, management employee, consultant or other significant 
relationship involving ownership or governance, with any other for-profit or non-profit entity, 
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(i) from which the University obtains or may be expected to obtain goods or services; 
  
(ii) to which the University provides or may be expected to provide goods or services; or 
  
(iii) which competes or may be expected to compete in any respect with the University. 
  
Any such existing or potential relationship with a subsidiary, joint venture or the like should be 
disclosed as well.  The term "goods or services" includes commercial, industrial, banking and 
professional services or goods. 
  
6.  Members of Immediate Family.   Trustees of Furman University will be asked to report affiliations, 
positions, and material financial interests (as outlined in Section 5) held by members of their immediate 
families.  Similarly, gifts valued at more than $100, gratuities, or entertainment held or accepted by 
members of immediate families from sources other than Furman University must be reported.  For 
purposes of this policy, "immediate family" is defined as spouses, domestic partners, parents, siblings, 
and children. 
 
7.  Annual Update.  Each such individual shall update the disclosure regarding any such interests 
annually at the first board meeting of each academic year. 
 
8.  Restraint on Participation.  Trustees who have declared a conflict of interest, or who have been 
found to have a conflict of interest, shall refrain from participation in consideration of proposed 
transactions unless the board or administration requests information or interpretation for special reasons.  
Should a conflict of interest matter require an executive committee or board vote to resolve, those 
concerned shall not be present at the time of the vote. 
 
9.  Documentation. Any discussion or decision regarding a conflict or potential conflict should be 
documented, including, but not limited to, senior staff conversations, trustee meetings and executive 
committee meetings. 
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FURMAN UNIVERSITY 
Conflict of Interest Policy 

Disclosure Form 
 

1. I hereby certify that neither I nor any member of my immediate family holds any position, 

affiliation of material financial interest, direct or indirect, in any entity as described in Section 5 of the 

Board of Trustees Conflict of Interest Policy, except as follows:  

  _____________________________________________________________________ 

  _____________________________________________________________________ 

 

2. I hereby certify that neither I nor any member of my immediate family is engaged in, or 

expects to be engaged in, any other activities that might be regarded as a conflict of interest, except as 

follows: _____________________________________________________________________ 

  _____________________________________________________________________ 

 

3.   I hereby certify that neither I nor any member of my immediate family has accepted gifts valued 

at more than $100.00, gratuities, or entertainment from any source other than Furman University that 

might influence my decision making or actions on behalf of the University or its subsidiaries, except as 

follows: 

  _____________________________________________________________________ 

  _____________________________________________________________________ 

 

4. I hereby agree to report promptly, in accordance with section 5 of the Board of Trustees Conflict 

of Interest Policy, any additional matters which may develop or come to my attention within the scope 

of this Disclosure Form between now and the next annual request for disclosure. 

 
 
  _____________________________________________________________________ 
Please Print Name 
  _____________________________________________________________________ 
Signature      Date 
 
 
 


