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EXECUTIVE SUMMARY 

  

Operations Account (Restricted and Unrestricted Donor Funds) 

Funds held in the operations account are generally non-restricted and include such funds as annual 

donations from local property owners, general public donations, and fund raising proceeds.  Restricted 

funds generally include grants and public donations for a specific purpose.  The operations account is 

divided into two different investment categories: 

 Cash – These are funds awaiting distribution in the current annual budget cycle.  Checking and money 
market accounts expand and contract during the year in anticipation of budgeted income and 

expenditures. The checking account will normally contain sufficient funds needed for 6 months of 
anticipated expenditures.  If at any time the monies in the checking account exceeds more than 6 month 
of the annual budgeted expenditures, the excess monies may be moved to a money market account. 
   * Investment method: Checking and/or Money Market 
   * Time Horizon:  1 year (current budgetary year) 
 

 Short Term – These are funds designated for additional years of expenses, funds needed for pending 
projects including large equipment replacement, and other non-anticipated emergency expenses. 
  * Investment method: Certificate of Deposits and/or Short Term Fixed Income Funds 
  * Time Horizon: 1- 2 years beyond current budgetary year. 
 

 Long Term - These are funds designated for pending projects including large equipment replacement, 
and other non-anticipated emergency expenses. 
  * Investment method: Equity Funds 
  * Time Horizon: 2 years and beyond current budgetary year. 
 

Endowment Account (Donor or Board Restricted Endowment Funds)  

The Board may approve, with majority agreement, the establishment of a GHAVFD endowment to insure 

the viability and sustainability of the Fire Department.  Funds held in these accounts are those received 

that are donor or Board restricted specifically for endowment, adjusted each year to compensate for 

inflation.  Income is available to meet the specified purpose as designated by the donor or the Board. The 

definition of income is dependent on the type of Endowment set-up.  It could be defined as dividend and 

interest plus excess realized and/or unrealized gains, or it could be defined as a specific annual percentage 

of the available balance. Income, when available, is paid to the Operations Account Money Market for 

future distribution. Restrictions established by the Board may be changed or removed by later Board 

actions.  

 

Target Allocation: 

Asset Type  

Lower Limit  Target  Upper Limit  

Equity  30%  40%  50%  

Fixed Income  50%  60%  70%  

Money Market  $1,000  $5,000  $10,000  

 

* Time Horizon: 4+ years 
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I. PURPOSE OF THE FINANCE POLICY 

The Finance Policy provides policies and procedures for the management of the GHAVFD funds and 

is formulated solely to assist the Board in its mission. The Finance Policy is approved by a majority 

vote of the GHAVFD Board of Directors and may be amended (or set aside) at any time by a majority 

vote of the Board of Directors. The Board President appoints, with Board approval, the members of 

the Investment Committee who are responsible for the implementation of the policy and for regular 

reporting to the Board of Directors.  

 

II. PURPOSE OF THE INVESTMENT COMMITTEE 

The purpose of the Investment Committee is to: manage, sustain, invest and distribute the funds of the 

GHAVFD consistent with the Finance Policy and the "Purpose of the Glen Haven Voluntary Fire 

Department, Inc." as defined in Article III of their By-Laws. The responsibilities and duties of the Investment 

Committee and Board as relates to the committee structure, meetings, and reporting are specified in the 

Finance Policy and Investment Guidelines document.  

 

III. AUTHORITY AND RESPONSIBILITY  

The GHAVFD Board is ultimately responsible for the proper management of funds received from donors. 

Under the direction of the Board, the Investment Committee is assigned responsibility to carry out the 

Finance Policy and present financial reports at Board meetings. The Investment Committee Chair, with 

Board approval, is responsible for execution of all the financial transactions. 

IV. DEFINITION OF ACCOUNTS 

All GHAVFD monies received by direct donation or by monies received through fund raising efforts and 

activities will be used for the expressed purpose of the GHAVFD.  These monies are separated into two 

accounts (each with a companion money market) in order to facilitate the record keeping of operational 

and endowment assets. 

 
Operations Account (Unrestricted & Restricted Operational Funds) 

Operational funds include general donations given with no restriction, restricted donations to be used for 

specific projects, restricted funds received from grants, and net proceeds from fund raising events.  All 

funds which are received for the general purpose of the GHAVFD are invested in the Operational Account 

which may include a checking account, a money market account, one or more certificate of deposits, short 

term fixed income mutual fund accounts and/or long term equity mutual fund accounts.  Operational funds 

are invested into the following account types: 

 

Unrestricted Account: Includes donations from events, funds designated by the donor for unrestricted use, 

or funds given without designation. 

 

Restricted Account: Includes grants received for a specific purpose and funds donated for full use in a 

current project within the near term, usually within the current budget cycle.  

 

Operational funds invested in money market instruments and certificates of deposits accounts should meet 

the planned short term needs of the organization. The funds are expended through the annual budget 

planning process with appropriate and timely distribution. 

 

Funds received, which are donor designated for the Endowment Account, will be moved to the Endowment  

Account as often as monthly.  
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Endowment Account (Restricted Funds) 

Funds that are received from donors who have designated such funds for the endowment, or Board 

designated endowment funds, are invested in the Endowment Account which include an Investment 

Account and a companion Money Market account.  Donor designated endowment funds should be 

accounted separately than Board designated endowment funds.  Funds in the Investment Account are 

restricted assets and are invested to produce adequate growth for future needs. Income is based on the 

type of endowment created, and when available, will be accumulated in the Operations Account Money 

Market, pending distribution for the intended purpose within the current budget cycle.   

V. STATEMENT OF INVESTMENT OBJECTIVES  

The investment objectives of the GHAVFD are established in conjunction with a comprehensive review of 

the By-Laws of the GHAVFD and the Colorado Revised Statutes, section 15-1-1101 through 15-1-1110. 

The Statutes set standard for institution committee members as follow in 15-1-1103 (b) as follows:  

…“In addition to complying with the duty of loyalty imposed by law other than part 11, each person 

responsible for managing and investing an institutional fund shall manage and invest the institutional 

fund in good faith and with the care an ordinarily prudent person in a like position would exercise under 

similar circumstances.”  

The Statues reference the role of total portfolio theory in the same section, 15-1-1103 (D) and in 

accordance with the standard 15-1-1103 (e) (1) (D), (e) (2) & (e) (4), the board shall diversify the 

investments. While certain investments may individually be non-diverse, when the total portfolio is 

considered as a whole the total portfolio shall represent a diverse range of investment. Under certain 

exceptional circumstances, when the best interests of the GHAVFD may benefit from non-diversity, an 

exception may be made in keeping with the spirit and intent of Colorado Statute, 15-1-1103, (e)(4).  

The investment objectives are:  

1. To invest and retain restricted monies as a permanent investment fund and to invest and distribute 

non-restricted monies for the intended purposes of the donor and/or the GHAVFD purpose.  

2. To produce reasonable cash flow to help meet the current spending needs of the GHAVFD.  

3. To maintain the income producing power of the current assets and any and all future contributions, 

and consider the effect of inflation.   

4. To maximize return within prudent levels of risk.  

5. To anticipate additional contributions and donations for future needs and growth, and   

6. To control cost of administering and managing the investments.  

The above stated general objectives are subject to the following exceptions: (these exceptions are not 

found in the By-Laws of the organization, but will be considered as accepted by the Board of Directors.)  

• If exceptional circumstances arise, such as but not limited to emergencies which threaten ongoing 

operation of the GHAVFD, the Board of the GHAVFD, in its discretion, may authorize with a two-

thirds majority vote, the expenditures of part or all of GHAVFD assets. 

• Any restricted funds must be used as specified and managed according to their unique objectives.  
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VI. INVESTMENT GUIDELINES  

 

Time Horizon:  

1) Operations Account: Funds held in the Operations Account are generally planned for distribution 

in the current year, or in the near future (2–5 years). The funds for the current budget year will be invested 

in such a manner as to be available for distribution as needed, normally using a checking account for 

upcoming 6 month of expenses, and money market instruments for beyond 6 months.  Excess funds, not 

allocated for distribution during the current budget cycle, may be invested in certificate of deposits, short 

term fixed income accounts, or long term equity accounts in accordance with this financial policy at the 

discretion of the Board of Directors upon recommendation of the Investment Committee.   

2) Endowment Account: For permanently restricted funds, the investment guidelines are based on a 

long term perspective with the expectation that these funds will help support the GHAVFD in perpetuity. 

The investment time horizon for those funds is five to ten years or greater. Interim market value 

fluctuations are viewed with appropriate perspective, realizing the primary importance of income 

generation and secondary importance of market value growth.   

3) Cash Distribution: For both the Operations Account and the Endowment Account, the annual 

budget will establish the reasonable accumulation of income that may be anticipated for distribution. Cash 

for planned distribution may be accumulated and held in money market instruments, to be transferred to 

the checking account for later distribution.   

 

Cash Allocation Policy:  

1) Operations Account: The Operations Account serves to facilitate operations of the GHAVFD and 

thus receives and spends donations to be used for specific projects currently in the annual budget, general 

donations given with no restriction, grants received, and net proceeds from fund raising events. Funds are 

expended through the annual budget planning process with appropriate and timely distribution.   

2) Endowment Account: The cash needs of the GHAVFD will be established annually through the 

budget process which will include reasonable income projections for all invested funds. During the year, 

interest, dividends, sales, and distributions from the funds are transferred to the Operations Account 

Money Market in anticipation of the annual cash needs.  

 

Both Accounts: Excess interest, dividends, distributions, realized or unrealized capital gains and new 

monies received beyond annual budget needs will be invested according to the asset allocation policy of 

the respective funds.   

 

Quarterly review of budget versus cash accumulation will be completed within three weeks from the end 

of the prior quarter by the Investment Committee, and any significant departure from plan will be brought to 

the attention of the Board as soon as possible.  

 

Income: For purposes of fund management and total return evaluation, all interest, dividend, realized 

capital gains and unrealized capital gains constitute the total return of the Endowment funds.  Based on 

how the endowment is created, either some or all of the total return may be treated as income according to 

the needs of the annual budget.   

  

Risk Tolerance:  

Operations Account: Because funds in this account are designated for distribution within one year or up 

to as long as 5 years, the funds should be held in secure investments which have little market risk.   
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Endowment Account: Recognizing that there are no guarantees in the complexities of contemporary 

investment markets, investment policy requires the equity investment target of 40% of the endowment 

Assets (plus or minus a variance of 10% due to market conditions). The remaining 60% of the endowment 

assets (plus or minus a variance of 10% due to market conditions) will be invested in investment grade 

fixed income which may include money market funds as necessary. It is anticipated that over a market 

cycle of three to five years, this limited exposure to the equity markets will produce market value loss of no 

more than 20% - 25% in 95% of all possible scenarios.   

Asset Allocation Constraints:   

GHAVFD assets risk and return are, in large part, a function of the asset class mix.  Accordingly, the long-

term performance characteristic of various asset classes focuses on balancing risk, growth and income 

generation. The asset allocation will be based on the market value of the assets.  

 

Operations Account:  

 

Asset Type  Lower Limit  Target  Upper Limit  

 

Cash (Checking Account) 

 

Cash (Money Market) 

 

Short Term (CD’s) 

 

Short Term (Fixed Income) 

% of available funds 

 

25% of budget 

 

25% of budget 

 

1 year of budget  

 

50% 

 

50% of budget 

 

50% of budget 

 

2 years of budget 

 

60% 

75% of budget  

 

75% of budget 

 

3 years of budget 

 

70% 

Long Term (Equities) 

% of available funds 

 

30% 

 

40% 50% 

Endowment Account: 

 

Asset Type  

 

 

 

Lower Limit  

 

 

Target  

 

 

Upper Limit  

Equities   30%  40%  50%  

Fixed Income   50%  60%  70%   

Money Market  0%  $5,000  5%  

 

Maximum diversification with each asset class, low management fees, ease of rebalancing, and past 

performance history will be considered in the selection of the specific investment vehicles to represent 

each asset class.  

Rebalancing:  

When necessary and/or available, cash inflows/outflows will be deployed in a manner consistent with the 

asset allocation targets and constraints and the annual budgeted cash flows needs. If there is insufficient 

cash, the Investment Committee, with approval of the Board, will take appropriate actions for rebalancing. 

The Investment Committee will review the allocation of the assets quarterly and rebalance when 

necessary.  

Liquidity:  

Income will be available for distribution as projected by the annual budget. If additional funds are needed 

for any reason deemed appropriate by the Board of Directors, the Board will, with as much notice as 
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possible, inform the Investment Committee of the request. The Investment Committee will recommend 

liquidation strategies, relative to asset allocation goals, to meet such requests in a timely manner.  

VII. SECURITIES GUIDELINES  

All security positions and transactions must adhere to the following general guidelines:  

1) The following securities and transactions are not authorized, unless they receive prior Board 

approval:  

a) Letter stock and other unregistered securities; commodities or other commodity contracts; 

future contracts, option contracts, and short sales or margin transactions.  

b) Registered stocks of individual companies received through donations.  

If registered stocks are received through donations, the securities will be sold as soon as 

possible to most nearly realize the donated value. Any unsold stocks must be reported to 

and approved by the Board at the end of the second quarter after their receipt. 

Accompanying the report must be a full explanation concerning the reasons the securities 

are still held and the Investment Committee’s future intent regarding the sale of the 

securities.  

c) Stock that does not trade on a US stock exchange.  

d) Bonds that are federally tax-exempt, or bonds for which there is no public market, unrated 

corporate bonds, commercial paper not rated A1/P1, direct placements of mortgages on real 

property, letters of credit, or any public debt of an issuer rated below Baa3/BBB- or the 

equivalent at purchase.  

e) Other assets that are not readily convertible to cash or cash equivalents within a reasonable 

time. (If there is a need, the Board President may appoint a special committee to investigate 

the potential risk/return value of a potential donated asset, and with legal counsel, 

recommend to the Board concerning such acceptance.)   

2) The following securities and transactions are authorized by the Investment Committee: 

a) FDIC insured Certificates of Deposits, or U.S. Government guaranteed securities, if maturity 

and duration match the objectives of the Finance Policy. 

 

b) Interest bearing sweep vehicles (money market accounts) meeting the following criteria and 

approved by the Investment Committee. 

i. Fund must automatically reinvest interest at least weekly. 

ii. Fund must have a track record demonstrating a five year history of competitive 

interest payments. 

iii. Fund must have primary objective of principal preservation. 

iv. Fund must have a track record of five years of constant share price, or be FDIC 

insured. 

v. Fund should have desirable check-writing privileges and large asset size over $50 

million. 

c)   Mutual Funds, including index funds, are approved if designated by a majority vote of the 

Finance Committee. These funds must meet the following criteria: 

 

i. Fund must have a minimum five-year history that is competitive for stated objectives. 

ii. Fund must have a minimum size of $50 million. 

iii. Fund must not be tax exempt. 
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iv. Fund must exist within a Family of Funds that has at least two fund choices that 

meet the asset allocation classes, as well as a Money Market fund, to give 

investment flexibility. 

v. Fund management fees must be considered and should be lower than or similar to 

funds of like nature and service. Redundant fees are to be avoided, if possible. 

Professional Management  

Consistent with other charitable organizations, and the Colorado Uniform Prudent Investor Act, the Board 

may, in its discretion, determine that the financial assets of the GHAVFD should be professionally 

managed. If and when this occurs, the investment manager must be given a copy of this policy, adhere to 

the intent of the policy and provide the GHAVFD with reports detailing performance as required by this 

policy. The Investment Committee will review these results and communicate them to the Board of 

Directors during regulaly scheduled Board meetings. Professional Management may invest in publicly 

traded securities, subject to the restrictions noted above.   

VIII. DUTIES AND RESPONSIBILITIES OF THE INVESTMENT COMMITTEE 

AND THE BOARD 

Composition:  

The Investment Committee will consist of a Chairman (who shall be a member of the Board of Directors) 

and members appointed annually by the Board President, plus the Treasurer. The Committee and its 

members report to the Board and serve at the request and consent of Board for unspecified terms, to bring 

supplemental diligence, expertise and diversity to investment considerations.  

The Investment Committee executes the approved Finance Policy and reports at each Board meeting on 

the status of the GHAVFD’s portfolio and on investment decisions made since the most recent Board 

meeting. The Board will annually, during the first quarter, review the membership of the Investment 

Committee, and the Board is free to make changes in the membership of the Investment Committee at any 

time.  The Committee and its members provide management of the funds according to policy and Board 

directive, reporting on investment results and recommending action. The Committee will also provide 

advice during the annual budget preparation concerning appropriate expectation for available funding for 

Fire Department purposes.  A Professional Finance Manager, if there is one, or any other investment 

expert, may be invited, at the discretion of the Committee, to any or all meetings as a nonvoting 

consultant(s) to the Committee.   

Meetings:  

The Investment Committee shall meet at least quarterly to review the past performance of the assets and 

recommend any investment directive for the next quarter. The Chairman will call the meeting within 45 

days after the prior quarter, when investment results are available. Investment performance will be 

reviewed to determine the continued feasibility of achieving objectives and the appropriateness of the 

investment vehicles for achieving those objectives. Asset allocation will normally be reviewed to determine 

if new monies directive is still appropriate and if rebalancing is needed. Shifts in fund percentages may also 

be recommended based on market conditions and fund performance. All recommendations will be brought 

to the attention of the Board of Directors at the next meeting by the Committee Chairman or his/her 

appointed representative.   

 

Reporting:  

The Investment Committee shall review all monthly statements, and the Committee Chair shall provide a 

written report of the investment assets at each Board meeting.  Any recommendation or significant 

commentary from the Committee will also be presented to the Board at this time for Board discussion.   
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Policy:  

The Investment Committee may review and update, if necessary, the Finance Policy and Guidelines at any 

time, making recommendations to the Board of Directors for change.  

 

Transaction and Report Authorization: 

 

Professional Management, if employed, may execute security decisions within the policy guidelines at 

any time.   

 

Other Investment Decisions: Within the confines of the Finance Policy and Guidelines, the following 

positions may authorize security purchases and sales decisions with Board approval: (Board approval of 

general policy provides the framework for individual investment decisions.)  

1. The Chairman of the Investment Committee, or his/her appointee, with the majority approval of 

the Investment Committee.  

2. As a back-up facility, any member of the Board of Directors or any individual empowered by the 

Board of Directors to act in the capacity of the Chairman, with the majority approval of the 

Investment Committee or the Board of Directors.   

To guarantee division of authority and provide adequate checks and balances, transactions must be 

approved by at least one other Investment Committee member (or one other Board of Directors member) 

prior to execution. A written, double “sign-off” is required either prior to the transactions or immediately 

after. This written confirmation will be retained in the permanent records of the Investment Committee in 

the Office of the Board president and available at all times to the Board of Directors.  

To further divide supervision of asset funds, the President of the Board of Directors will review, as 

necessary, copies of all mutual fund and /or account statements to verify the accuracy of the committee 

reports.  

On a monthly basis as needed and when informed by the Treasurer, the Chairman of the Investment 

Committee or his/her designate will transfer any Endowment Designated Assets residing in the Operations 

Account to the Endowment Account.  

New Monies:  

All new monies will be deposited into the checking account if balance is less than 50% of remaining annual 

budget, otherwise new monies will be invested to an interest bearing money market account. Under normal 

circumstances, if Cash (Money Market) exceeds the allocation limit of the annual budgeted expenditures, 

the Investment Committee Chairman will follow regular investment procedures to move or invest excess 

new monies into the appropriate Short / Long Term investment instruments.   

Record Keeping:  

All account statements, transaction notifications, investment related correspondence, minutes of the 

Investment Committee meetings, and reports to the Board of Directors will be retained in written electronic 

format in the Office of the Board President and will be available at all times to the Board of Directors.   

 

 -  End of Policy -  


