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GENERAL INFORMATION 

 

Name of sponsor:  American Floral Endowment 

Purpose:  To secure contributions for funding research and education relevant to floriculture and 

environmental horticulture, the results of which will benefit the industry and the general public.   

 

SCOPE OF THIS INVESTMENT POLICY 

 

This statement of investment policy reflects the investment policy, objectives, and constraints of 

the American Floral Endowment’s investment portfolio. 

 

PURPOSE OF THIS INVESTMENT POLICY STATEMENT 

 

This statement of investment policy is set forth by the Endowment in order to: 

 

1. Define and assign the responsibilities of all involved parties. 

 

2. Establish a clear understanding for all involved parties of the investment goals and 

objectives of Endowment assets. 

 

3. Offer guidance and limitations to all Investment Managers regarding the investment of 

Endowment assets. 

 

4. Establish a basis for evaluating investment results. 

 

5. Manage Endowment assets according to prudent standards. 

 

6. Establish the relevant investment horizon for which the Endowment assets will be 

managed. 

 

In general, the purpose of this statement is to outline a philosophy and attitude that will guide the 

investment management of the assets toward the desired results.  It is intended to be sufficiently 

specific to be meaningful, yet flexible enough to be practical. 

 

DELEGATION OF AUTHORITY 

 

The Board of the American Floral Endowment is a fiduciary, and is responsible for directing and 

monitoring the investment management of Endowment assets.  As such, the Board is authorized to 

delegate certain responsibilities to professional experts in various fields.  These include, but are not 

limited to: 

 

1. Investment Management Consultant.  The consultant may assist the Board in:  establishing 

investment policy, objectives, and guidelines; selecting investment managers; reviewing 

such managers over time; measuring and evaluating investment performance; and other 

tasks as deemed appropriate. 
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2. Investment Manager.  The investment manager is determined by the Board of Trustees and 

works under the guidance of the Investment Committee.  Their job is to purchase, sell, or 

hold the specific securities.  The current Investment Managers represent different 

philosophies to diversify the portfolio.   

 

3. Custodian.  The custodian will physically (or through agreement with a sub-custodian) 

maintain possession of securities owned by the Endowment, collect dividend and interest 

payments, redeem maturing securities, and effect receipt and delivery following purchases 

and sales.  The custodian may also perform regular accounting of all assets owned, 

purchased, or sold, as well as movement of assets into and out of the Endowment accounts.  

Since 2007, the Endowment’s Custodian has been The Northern Trust Company. 

 

4. Co-Trustee.  The Board may appoint an outside individual or entity, such as a bank trust 

department, to be Co-Trustee.  The Co-Trustee will assume fiduciary responsibility for the 

administration of Endowment assets.  Currently, the Endowment does not have a Co-

Trustee. 

 

5. Additional specialists such as attorneys, auditors, and others may be employed by the 

Board to assist in meeting its responsibilities and obligations to administer Endowment 

assets prudently. 

 

DEFINITIONS 

 

1. “Endowment” shall mean the American Floral Endowment’s investment portfolio, along 

with all other funds the American Floral Endowment’s Board of Trustees may be 

empowered to invest on a combined basis, including but not limited to the Vic and 

Margaret Ball Internship Fund. 

 

2. “Board of Trustees” shall refer to the governing board established to administer the 

Endowment as specified by applicable bylaws. 

 

3. “Investment Manager: shall mean any individual or organization employed to manage the 

investments of all or part of the Endowment assets. 

 

4. “Investment Management Consultant” shall mean any individual or organization employed 

to provide advisory services, including advice on investment objectives and/or asset 

allocation, manager search, and performance monitoring. 

 

ASSIGNMENT OF RESPONSIBILITY 

 

Responsibility of the Board 

The Board is charged in its bylaws with the responsibility to protect the assets of the Endowment.  

The Board shall discharge its duties solely in the interest of the Endowment, with the care, skill, 

prudence, and diligence under the circumstances then prevailing, that a prudent man, acting in a 

like capacity and familiar with such matters would use in the conduct of an enterprise of a like 
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character with like aims.  The specific responsibilities of the Board relating to stewardship of the 

Endowment assets include: 

 

1. Projecting the Endowment’s financial needs, and communicating such needs to their 

investment consultant or managers on a timely basis. 

 

2. Determining the Endowment’s risk tolerance and investment horizon, and communicating 

these to the appropriate parties. 

 

3. Establishing reasonable and consistent investment objectives, policies and guidelines that 

will direct the investment of the Endowment’s assets. 

 

4. Prudently and diligently selecting qualified investment professionals, including investment 

consultant(s) and investment manager(s). 

 

5. Periodically evaluating the Investment Managers to ensure adherence to policy guidelines 

and monitor investment performance. 

 

6. Developing and enacting proper control procedures. 

 

Responsibility of the Investment Consultant(s) 

 

The Investment Consultant’s role is that of a non-discretionary advisor to the Board of the 

Endowment.  Investment advice concerning the investment management of Endowment assets will 

be offered by the Investment Consultant, and will be consistent with the investment objectives, 

policies, guidelines and constraints as established in this statement.  Specific responsibilities of the 

Investment Consultant include: 

 

1. Assisting in the development and periodic review of investment policy. 

 

2. Conducting investment manager searches when requested by the Board. 

 

3. Providing “due diligence”, or research, on Investment Managers. 

 

4. Monitoring the performance of the Investment Manager(s) to provide the Board with the 

ability to determine the progress toward the investment objectives. 

 

5. Communicating matters of policy, manager research, and manager performance to the 

Board. 

 

The Board may delegate to the Investment Consultant discretion for the overall management and 

coordination of Endowment investments.  In this case, the Investment Consultant will be 

responsible for the implementation of the Investment Policy including investment manager 

selection, supervision and monitoring.  The Investment Consultant may only act within the 

guidelines of this Investment Policy and Portfolio Asset Allocation Guidelines.  Consistent with 

this assigned responsibility, the Investment Consultant will, at least quarterly, rebalance the 
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allocation of assets depending on: (i) routine cash flows and new money available for investment; 

(ii) relative performance of asset classes; and (iii) the current asset allocation target and ranges 

approved and contained in Attachment A – Target Asset Mix Table.  If the weighting of an asset 

class exceeds the target range, the Investment Consultant shall either (a) rebalance the portfolio to 

within the target range or (b) seek approval from the Board to adjust the target range. 

 

Responsibility of the Investment Manager(s) 

 

Each Investment Manager will have full discretion to make all investment decisions for the assets 

placed under its jurisdiction, while observing and operating within all policies, guidelines, 

constraints, and philosophies as outlined in this statement.  Specific responsibilities of the 

Investment Manager(s) include: 

 

1. Discretionary investment management including decisions to buy, sell, or hold individual 

securities, and to alter asset allocation within the guidelines established in this statement. 

 

2. Reporting, on a timely basis, quarterly investment performance results. 

 

3. Communicating any major changes to economic outlook, investment strategy, or other 

factors that affect implementation of investment process, or the investment objective 

progress of the Endowment’s investment management. 

 

4. Informing the Board regarding any qualitative change to investment management 

organization:  Examples include changes in portfolio management personnel, ownership 

structure, investment philosophy, etc. 

 

5. Voting proxies on behalf of the Endowment and if requested communicating such voting 

records to the Board on a timely basis. 

 

GENERAL INVESTMENT PRINCIPLES 

 

1. Investments shall be made solely in the interest of the Endowment. 

 

2. The Endowment shall be invested with the care, skill, prudence, and diligence under the 

circumstances then prevailing that a prudent man acting in like capacity and familiar with 

such matters would use in the investment of a fund of like character and with like aims. 

 

3. Investment of the Endowment assets shall be so diversified as to minimize the risk of large 

losses, unless under the circumstances it is clearly prudent not to do so. 

 

4. The Board may employ one or more investment managers of varying styles and 

philosophies to attain the Endowment’s objectives. 
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INVESTMENT MANAGEMENT POLICY 

 

1. Preservation of Capital – Consistent with their respective investment styles and 

philosophies, investment managers should make reasonable efforts to preserve capital, 

understanding that losses may occur in individual securities. 

 

2. Risk Aversion – Understanding that risk is present in all types of securities and investment 

styles, the Board recognizes that some risk is necessary to produce long-term investment 

results that are sufficient to meet the Endowment’s objectives.  However, the investment 

managers are to make reasonable efforts to control risk, and will be evaluated regularly to 

ensure that the risk assumed is commensurate with the given investment style and 

objectives. 

 

3. Adherence to Investment Discipline – Investment managers are expected to adhere to the 

investment management styles for which they were hired.  Managers will be evaluated 

regularly for adherence to investment discipline. 

 

 

INVESTMENT OBJECTIVES 

 

The time horizon for the Endowment is in perpetuity. 

 

The investment strategy of the Endowment is to emphasize total return; that is, the aggregate 

return from capital appreciation, dividends and interest income. 

 

The primary objective of the Endowment assets shall be to achieve a balanced return of modest 

growth of principal and current income.   Short-term volatility will be tolerated in as much as it is 

consistent with the volatility of a comparable market index. 

 

SPECIFIC INVESTMENT GOALS 

 

The specific investment goal is to preserve and enhance the purchasing power of the Endowment 

assets in perpetuity.  This goal is synonymous with the pursuit of a long-term target rate of return 

on investment that ensures that the growth of the Endowment’s assets will be sufficient to offset 

required spending, inflation, and investment management fees and expenses, and to do so in a 

manner that will ensure sufficient liquidity to meet ongoing obligations arising from planned 

activities. 

 

The investment goals above are the objectives of the aggregate Endowment, and are not meant to 

be imposed on each investment account (if more than one account is used).  The goal of each 

investment manager, over the investment horizon, shall be to: 

 

1. Meet or exceed the market index, or blended market index, selected and agreed upon by the 

Board that most closely corresponds to the style of investment management. 
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2. Display an overall level of risk in the portfolio that is consistent with the risk associated 

with the benchmark specified above.  Risk will be measured by the standard deviation of 

quarterly returns. 

 

DEFINITION OF RISK 

 

The Board recognizes the difficulty of achieving the Endowment’s investment objectives in light 

of the uncertainties and complexities of capital market investments.  Because of the fiduciary 

nature of the Endowment, the investments should not be designed for speculation.  It must be 

recognized, however, that all investments carry some degree of risk, not only as to the safety of the 

principal itself, but also with regard to the inflationary erosion that occurs from the failure to 

achieve an adequate return on invested assets.  Therefore, the Board also recognizes that some risk 

must be assumed in order to achieve the Endowment’s long-term objectives.  The Board’s primary 

risk concerns are the possibility of large losses due to market conditions and the probability of not 

meeting the Endowment’s liabilities or cash flow requirements. 

 

 

 

PORTFOLIO ASSET ALLOCATION GUIDELINES 

 

 The asset allocation for the Fund will be determined by the Investment Committee and 

approved by the Board of Directors to facilitate the achievement of the Fund’s long-term 

investment objective within the established risk parameters. 

 

 Federal law does not permit donors to dictate or restrict investment decisions with regard to 

irrevocable gifts. 

 

 Asset classes will be chosen to be representative of a broad array of investable assets and 

because they have identifiable benchmarks.  The purpose of allocating among several asset 

classes is to ensure an optimal level of diversification and to dampen portfolio volatility by 

avoiding undue concentration in any single asset class or investment category.  Assets will 

be diversified to ensure that adverse or unexpected results from one security or security 

class will not have an overly detrimental impact on the entire portfolio.  Diversification is 

interpreted to include asset type, risk characteristic, and number of investments. 

 

 The Investment Committee will seek diversification of investment strategies within an asset 

class if more than one investment manager is chosen to manage assets for that specific asset 

class.  The Investment Committee’s view of the relative attractiveness of investment 

strategies is to be based upon the strategy’s return, volatility, and correlation within its 

assigned class and with other investment strategies in the portfolio. 

 

 The asset allocation limits established in this policy reflect the risk tolerance expressed by 

the Investment Committee.  The proportion of total asset exposure to both the equity and 

fixed income markets will be maintained, recognizing that historical results indicate that 

equities (primarily common stocks) have higher expected returns than fixed income 
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investments.  It is also recognized that the expected higher equity returns may be 

accompanied by higher volatility of equity asset values. 

 

 

 The proportion of total assets allocated to equity investments will be a major determinant 

of the risk level of the investment program.  The Target Asset Mix Table in Attachment A 

contains the investment policy asset allocation targets as well as the minimum and 

maximum asset allocation limits.  The portfolio will be rebalanced systematically on a 

quarterly basis to the Policy Target, as outlined on the Target Asset Mix Table, by either 

the Investment Consultant, if designated with this responsibility, or the Chief Financial 

Officer.  The Board of Directors retains the authority to approve temporary deviations from 

the acceptable ranges if conditions warrant such a deviation. 
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AMERICAN FLORAL ENDOWMENT 

Attachment A 

     01/01/2022  

 

TARGET ASSET MIX TABLE 

(Asset Classes, Policy Benchmarks and Target Asset Allocations) 

 

 

Asset Classes     Policy Benchmark   Target Asset Allocation 

   

         Target  Range 

 

EQUITIES:        49%  35%- 60% 

 

   US Equities     S&P 500    29%       

   International Developed      MSCI EAFE (ex. US)   14%   

   Emerging Markets    MSCI Emerging Markets       6%     

. 

 

       

 

FIXED INCOME:       28%  18% - 35% 

 

   Investment Grade Bonds      Barclay’s Aggregate Bond Index  20%       

   Inflation Protected Securities          Barclay’s US Tips Index      2%    

   US High Yield Bonds    Barclay’s High Yield 2% Capped     6%           

   

 

ALTERNATIVE INVESTMENTS:       22%     0% - 35% 

 

   Global Real Estate /Infrastructure  FTSE-EPRA/NAREIT GREI ND       3%           

   Commodities     DJ UBS Commodities Index     3%           

   Diversified Hedge Funds   HFRI  FOF Conservative      6%               

   Private Equity      MSCI ACWI                   10%                     

 

 

 

 CASH:     90-day US Treasury Bill           1%           0% - 15% 

         100% 

 
          

 

 

Approved:_________________________________________________  Date:_____________ 

 

 

 

Approved:_________________________________________________  Date:_____________ 

 

Note: Prior to 2010, the Target Asset Mix of the Ball funds reflected a more limited asset allocation than that used by the 

Endowment. This provided less diversification and growth potential. When the decision was made to combine the Ball funds with 

the other Endowment funds for investment purposes only, the document governing this action and signed in August 2010 

specifically approved as an attachment to the Endowment’s 7/13/09 Investment Policy Statement, which was then updated to reflect 

the combination of funds and the elimination of the more limited Ball asset guidelines. Notwithstanding this decision to combine 

funds, it was agreed that the Ball funds would continue to be accounted for and tracked separately in perpetuity. 
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U.S. Equities 
 

The purpose of the equity allocation is to provide total return from appreciation and dividends that 

exceeds inflation.  It is recognized that equity investments carry greater price variability and risk 

than other asset classes.  Investments in one or more diversified commingled actively or passively 

managed funds by the Fund is appropriate and necessary to create a well-diversified portfolio, 

incorporating multiple asset classes and investment styles. 

 

Where separate account management is employed, the following restrictions apply: 

 

A. Permissible equity investments include common stocks, ADRs, preferred stocks, and fixed 

income securities convertible into common stocks. Investment returns in this asset class are 

expected to meet or exceed the Standard & Poors 500 Index (S&P 500) over a full market 

cycle. 

 

B. Investments in the common stock of any one company may not exceed 5% of its common 

shares outstanding; no single common stock should exceed 10% of value of the entire stock 

portfolio, based on market value.  Exceptions to this guideline may be authorized following 

discussion with the Investment Committee. 

 

C. Direct Investments shall not be made in commodities, commodity contracts, oil, gas, 

mineral leases, mineral rights or royalty contacts. 

 

D. With prior approval, writing covered calls and puts will be allowed to the extent they are 

used as a strategy to reduce the overall risk of the equity portfolio.  Any such program will 

not exceed 10% of the equity portion of any manager’s allocation (unless specifically 

authorized by the Investment Committee) and will be closely monitored by the Investment 

Committee. 

 

E. Margin transactions, short sales, options, puts, calls, straddles and/or spreads shall not be 

used or equity purchases made for purposes of exercising control of management.  

Financial futures contracts may be used only at the discretion of the Investment Committee 

as strategy to reduce the overall risk of the equity portfolio. 

 

International Equities 
 

Investments in one or more diversified commingled active or passively managed funds is preferred 

by the Fund as appropriate and necessary to create a well-diversified portfolio, incorporating 

multiple asset classes and investment styles.  Where separate account management is employed, 

the following restrictions apply: 

 

A. Investment returns in this asset class are expected to meet or exceed the Morgan Stanley 

Capital International Europe, Australasia, and the Far East Index (“MSCI EAFE”) over a 

full market cycle. 
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B. To diversify investment and to limit exposure to any one manager, investment style or 

security, international equity investments will be allocated to several investment managers 

either directly or through an approved Fund of Funds vehicle. 

 

C. Both developed and emerging markets countries may be included at the acceptable ranges 

defined in the Target Asset Allocation Table. 

 

U.S. Fixed Income 

 

The purpose of the fixed income fund is to provide current income, provide a stable component of 

return and to reduce the overall volatility of the Fund.  The percentage of assets allocated to fixed 

income should be sufficient to ensure that neither the current income nor the principal value of the 

Funds declines by an intolerable amount during period of extended deflation.  Investments in one 

or more diversified active or passively managed commingled funds is preferred by the Fund as 

appropriate and necessary to create a well-diversified portfolio, incorporating multiple asset 

classes and investment styles. 

 

Where separate account management is employed, the following restrictions apply: 

 

A. The bond portfolio may be invested in securities issued by the following:  U.S. Treasury; 

an agency of the U.S. Government; or a corporation or sovereign issuer rated in one of the 

top four classifications by Moody’s or Standard & Poor’s, except that a portion of the 

portfolio, defined in the Target Asset Allocation may be invested in “high yield” bonds 

which do not meet this criteria.  The duration of the portfolio shall not exceed the Barclay’s 

Aggregate Bond Index benchmark duration by more than sixty percent. 

 

B. High yield bonds, i.e., debt obligations rated lower than Baa3 by Moody’s or BBB- by 

Standard & Poor’s, are permissible investments for a proportion of the Fund as dictated by 

investment policy.  It is preferred that investments in this asset class be through a 

commingled, actively or passively managed fund.  Such funds investing in non-investment 

grade securities are not prohibited from investing in investment grade securities. The high 

yield benchmark is the Barclay’s High Yield 2% Capped Index. 

 

Cash Equivalents 

 

The percentage of total assets allocated to cash equivalents should be sufficient to meet 

disbursements and general operational expenses of the Fund.  Cash equivalents may also be used 

as an alternative to other investments when the Investment Manager feels that other asset classes 

carry higher than normal risk.  However, managers are generally expected to remain fully invested 

unless there is a compelling reason, in their respective judgment, to allocate a significant portion of 

their mandate to cash equivalents. 

 

Other Assets/Alternative Investments 

 

In order to enhance portfolio results, the Fund may elect to invest in alternative investment 

strategies such as hedge funds, private equity or real estate.  These investments are intended to 
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raise portfolio returns and/or lower total portfolio volatility.  In most cases, these investments will 

be implemented via a diversified “fund of funds” vehicle.  Therefore, investment restrictions are 

established by the offering documents for each fund. 

 

1. The Investment Manager is responsible for ensuring that any use of derivatives by 

managers is consistent with manager investment objectives. 

 

2. The Investment Managers are responsible for managing investments consistent with 

Investment Guidelines as stated above.  Private equity investments are deemed long or 

long/short term and illiquid. 

 

Commingled Funds 

 

Commingled Funds, Registered Mutual Funds or Exchange-Traded Funds may be used in any 

category.  When one is selected, however, it is expected that the fund will comply with its most 

recent prospectus. 

 

 

 

 

Approved by AFE Board, this ________ day of ________, 2022. 

 

 

____________________________________ 

Greg Royer – AFE Sec/Treasurer 

 

 

 

 

Approved by Board of Trustees this ________ day of ________, 2022. 

 

 

_______________________________                    

Laura Shinall - Chairman 

 

 

 

Accepted by Northern Trust this ________ day of ________, 2022. 

 

 

_______________________________________ 

 

Name:  Alison H. Bonney 

Title:  Vice President 

 


