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TENNESSEE BAPTIST FOUNDATION, INC. 
 

INVESTMENT POLICY STATEMENT OF OBJECTIVES AND GUIDELINES 
 

I. GENERAL INTRODUCTION/PREFACE 
 
The Tennessee Baptist Foundation, Inc. (“TBF”) is a nonprofit corporation organized in 
the State of Tennessee. It exists and operates as an organization within the meaning of 
Section 501(c)(3) of the Internal Revenue Code. Though a separate entity, the TBF 
supports the work of the Executive Board of the Tennessee Baptist Convention, Inc. 
(the “Convention”) in its objective of reaching others with the Gospel by offering 
dependable and prudent investment service consistent with the highest ideals of 
prudent, Christian stewardship. In fulfillment of its mission, the TBF manages 
investment funds, endowments, charitable gift annuities, and qualified charitable trusts 
for or for the benefit of churches, associations, institutions, and individuals affiliated with 
the Tennessee Baptist Convention. While a trust may have a non-Baptist beneficiary, a 
TBC or Southern Baptist institution or cause must also have a beneficial interest in the 
trust. 
 
II. GOVERNANCE 
 
The Foundation is governed by a Board of Trustees (the “Board”). The Board annually 
appoints a subcommittee known as the Investment Committee (the “Committee”) for the 
purpose of managing and monitoring the investments under the control of the 
Foundation in a prudent and effective manner. The Board selects a chairperson who 
reports the activities of the Committee to the Board or its Executive Committee as 
requested, but no less than annually.   
 
III. PURPOSE OF INVESTMENT POLICY STATEMENT 
 
The purpose of this Investment Policy Statement (IPS) is to assist the TBF’s Trustees 
and its Investment Committee in effectively supervising, monitoring, and evaluating the 
Foundation’s investments and assets through:  
 

1. Stating the Investment Committee’s expectations, objectives, and guidelines with 
regard to the funds under its management;  

2. Establishing procedures for the selection, monitoring, and replacement of 
investment managers, consultants, and other persons or organizations deemed 
by the committee to be integral to assisting the committee accomplish its 
purposes; and 

3. Encouraging effective communications between the Investment Committee, the 
staff of the TBF, and other persons or organizations involved in the process.  

4. Ensuring that this policy is reviewed on an appropriate frequency and updated 
when necessary 
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This IPS is intended to be sufficiently specific to provide meaningful guidance as to the 
Foundation’s investment function, while yet allowing enough flexibility in its 
implementation to be practical.  
 
IV. ADMINISTRATION 
 

A. Investment Committee. Acting with the full authority of the Board of Trustees, the 
Investment Committee is responsible for overseeing the management, 
investment, and control of the assets of the Foundation under its care. The 
Committee accomplishes its purpose through:  
 
1. Formulating the investment criteria and policies of the Foundation;  
2. Recommending and reviewing investment policies and objectives;  
3. Selecting, monitoring, reviewing, and removing investment managers of 

varying styles and philosophies, custodians, investment consultants, and any 
other advisors integral to the TBF’s investment process;  

4. Evaluating the performance of the Investment Managers no less than 
quarterly;  

5. Determining and monitoring appropriate asset allocations for the TBF’s 
various investment programs to ensure compliance with policy;  

6. Making quarterly reports on TBF investments to the Executive Committee and 
annual reports of the same to the full Board of Trustees, and 

7. Annually reviewing the IPS and revising it, when appropriate.  
8. Ensuring that any allocation that is outside of the investment policy is 

corrected within 90 days or at such other time as deemed prudent by the 
committee 

 
B. TBF Staff. The President-Treasurer of the Foundation and the other employees 

of the Foundation shall be responsible for the day-to-day management and 
implementation of the policies set forth by the Investment Committee. The TBF 
staff shall work with all interested parties in ensuring that these policies are 
implemented prudently and efficiently in order to effectively serve the TBF’s 
clients and beneficiaries. The staff is authorized to make all decisions necessary 
to accomplish these tasks, and the Executive Officers of the Foundation are 
specifically authorized to execute any contracts and agreements necessary to 
accomplish the same.  
 

C. Investment Managers. The Investment Committee may engage the services of 
investment managers to accomplish its purpose. The Investment Committee can 
give an Investment Manager complete discretion, limited discretion, or no 
discretion, depending on the desires of the Committee. The Investment 
Committee shall be clear in communicating the level of discretion being 
delegated to the Investment Manager. The Investment Committee requires that 
all Investment Managers have open communication on all significant matters 
pertaining to fees, investment policies, and the management of the TBF’s assets 
entrusted to them. The duties and responsibilities of the Investment Managers 
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shall be set forth in a written agreement between the parties and shall include, 
but is not limited to, the following specific items:  
 
1. Investing the Foundation’s assets with the care, skill, prudence, and diligence 

that a prudent professional investment manager, familiar with such matters 
and acting in like capacity, would use in the investment of such assets; 

2. Adhering to the IPS and other guidelines as may be prescribed by the 
Investment Committee;  

3. Informing, on a timely basis, the Investment Committee, the TBF staff, or any 
other parties to whom access has been granted, of significant matters 
pertaining to the investment of the TBF’s assets. These matters include, but 
are not limited to, substantive changes in investment strategy or portfolio 
structure; significant changes in the ownership, affiliations, organizational 
structure, financial condition, and/or professional staffing of the Investment 
Manager’s organization; or any other matter that will impact the investment 
process of the Foundation.  

4. Submitting reports, at least quarterly, describing its performance results of 
portfolio holdings (gross and net of fees);  

5. Voting proxies on behalf of the TBF and communicating such voting records 
to the Board of Trustees on a timely basis; and 

6. Meeting with the Investment Committee, TBF staff, or other delegated parties 
as requested.  
 

D. Other Individuals or Organizations. As the Committee deems necessary, it may 
employ other persons or individuals to assist with the implementation and 
execution of the TBF investment process. Standards and guidelines for the use 
of these individuals or organizations shall be established as needed.  

 
V. INVESTMENT PRINCIPLES 
  
In addition to the principles for fiduciary investing codified in Chapter 14 of Title 35 of 
the Tennessee Code Annotated, the TBF shall additionally be guided by the following 
principles:  
 

A. Standard of Care. In developing and implementing its investment policies, the 
TBF shall use the care, skill, prudence, and diligence that a prudent person in a 
like capacity and familiar with such matters would use in the conduct of an 
enterprise of a like character and with like aims.  
 

B. Diversification. The TBF shall diversify its investments as to minimize the risk of 
significant losses, unless diversification would be imprudent at that point in time 
with all circumstances considered.  
 

C. Concentrations of Securities. In order to achieve a prudent level of portfolio 
diversification, for equities, the securities of any one company shall not exceed 
five percent (5%) of the particular portfolio. For fixed income securities, the TBF 
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shall hold no more than five percent (5%) in a single issue and no more than ten 
percent (10%) of a single issuer in a portfolio. However, concentrations in U.S. 
government obligations (direct or indirect), money market accounts, certificates 
of deposit, and other bank deposit investments are allowed to exceed this limit 
and may be unrestricted.  

 
D. Concentrations in Market Sectors. Recognizing that stocks in the same market 

sector often perform similarly, the TBF shall further monitor concentrations of 
investments in the same market sectors and shall strive to have no more than 
twenty percent (20%) of an account’s assets invested in the same market sector. 

 
E. Socially-Screened Investments. As a Christian organization, the TBF desires to 

exercise faithful, competent, and responsible stewardship in how it manages the 
financial resources under its stewardship. The TBF shall manage these 
resources in order to achieve a reasonable rate of return while also employing 
socially-responsible strategies and investments based on biblical, Christian, and 
Southern Baptist principles. Accordingly, the TBF shall employ the following 
guidelines in all of its investment approaches:  

 
1. Individual Investments. The TBF shall not directly invest in securities 

(including, but not limited to, common stocks, bonds, or any other type of 
financial instrument) in companies that derive their primary streams of 
revenue from or are publicly recognized as being in the liquor, tobacco, 
gambling, abortion, or pornography industries or a company that practices 
any form of racial discrimination. The TBF further shall not invest in 
companies that are otherwise incompatible with the moral and ethical 
positions of the Foundation by either the publicly-recognized industry with 
which they identify or the known manner in which they operate their 
business.  
 

2. Collective Investment. While the Tennessee Baptist Foundation shall 
always strive to conform to the guidelines set forth in Paragraph A above, 
from time-to-time, while employing a prudent investment approach and in 
the ordinary course of investing, the TBF may utilize portfolios of 
investments of various commingled funds, including, but not limited to, 
mutual funds, index funds, exchange traded funds (ETFs), common trust 
funds, or collective trust funds. The TBF recognizes that some of the 
companies comprising the underlying holdings of the collective investment 
may not meet the guidelines set forth in Paragraph A above if they were 
considered for individual investment. The TBF further recognizes that 
these companies will normally comprise a small percentage of the entire 
collective investment. Due to the de minimus contribution of these 
securities to the overall performance of the collective investment, the TBF 
may utilize these collective investments, and their use shall not be 
considered an exception or violation of the guidelines above.  
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3. Disposal of Non-conforming Assets. As soon as practical, the Foundation 
shall dispose of any securities or assets coming into its possession (e.g. 
through estates, trusts, endowments, gifts, etc.) that do not conform to the 
guidelines above.  

 
 

F. Variation From IPS. While the purpose of this IPS is to provide guidelines and a 
disciplined approach to the TBF’s investment process, it is recognized that 
variations from these policies may be prudent and necessary from time-to-time. 
When these variations are necessary to be made, the Investment Committee 
shall explain the need for the variation(s) in its official minutes. Furthermore, on a 
day-to-day basis, accounts under the management of the Foundation may 
deviate from these guidelines. Staff shall monitor these situations and if it 
appears that the variance shall be a long term situation, staff shall report the 
details of the variance to the Investment Committee.  
 

 
VI. INVESTMENTS 
 

A. Form of Investment. The TBF may purchase approved investments (as detailed 
herein) through individual holdings, mutual funds, exchange traded funds (ETFs), 
common funds, or any other form of investment that is deemed to be commonly 
available and customarily used in the securities industry.  
 

B. Approved Investments. The following investments are approved for implementing 
investment strategies on behalf of clients or the money owned by the TBF:  
 

1. Cash Equivalents. Though holding cash may from time-to-time be part 
of an overall investment strategy, it is the goal of the TBF to minimize 
the levels of cash on hand. All efforts should be made to maximize the 
income from cash holdings.  
 

a. Approved Cash or Cash Equivalent Holdings.  The TBF may 
invest in the following cash equivalent securities: U.S. Treasury 
bills, bank money market portfolios, mutual fund money 
markets, commercial paper, banker’s acceptances, repurchase 
agreements, and certificates of deposit.  

 
2. Equities. The TBF may invest in equity securities for providing a total 

return that will allow for growth in principal and income from dividends. 
The TBF recognizes that equity investments are riskier than other 
asset classes, so the use of equities shall be part of a diversified, asset 
allocation strategy.  
 

a. Approved Equity Holdings. The TBF may invest in the following 
equity securities: U.S. and foreign common stocks traded on 



 

6 
 

public exchanges, convertible notes and bonds, convertible 
preferred stocks, American Depository Receipts (ADRs) of non-
U.S. companies.  

 
3. Fixed Income. The TBF may invest in fixed income securities for the 

purpose of providing reliable income and reducing volatility to overall 
investment portfolios. 

  
 

a. Approved Fixed Income Holdings. The TBF may invest in the 
following fixed income securities: U.S. government and agency 
securities, municipal bonds, corporate bonds and notes, 
mortgage-backed bonds, preferred stock, fixed income 
securities of foreign governments and corporations, and 
collateralized mortgage obligations.  
 

b. Credit Rating of Fixed Income Securities Purchased.. At the 
time of purchase, all bonds or preferred securities must be 
publicly-traded and must be at least of investment grade quality 
(BBB or better) as rated by either Standard & Poor’s or 
Moody’s. However, if deemed prudent, investment managers 
may make new purchases of fixed income securities below the 
investment grades set forth above so long as no more than ten 
percent (10%) of the existing overall portfolio is below 
investment grade. No investment manager can make purchases 
beyond this threshold without the express authorization of the 
Investment Committee.  
 

c. Credit Rating Downgrades. Allowing for the potential downgrade 
of fixed income holdings after their purchase, the TBF allows up 
to ten percent (10%) of the separate fixed income portfolios to 
be rated below investment grade. However, the investment 
manager should advise the TBF at any time if one of its holdings 
falls below investment grade, irrespective of whether the ten 
percent (10%) threshold has been exceeded or not. The 
Investment Committee shall make determinations as needed to 
continue holding the downgraded fixed income security or not. 

 
 

4. Alternative Investments. As it may deem prudent, after reviewing with 
sufficient diligence, the TBF may invest in alternative investments as a 
means to provide diversification by investing in assets that do not 
correlate directly with traditional equity or fixed income investments. 
Investments in alternative investments shall be made as part of a 
larger asset allocation strategy appropriate for the unique investment 
strategy of the client, the particular pooled fund, etc.  
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a) Approved Alternative Investments. The TBF may invest in the 

following alternative investments including, but not limited to, 
commodities, hedge funds, hedge funds of funds, managed futures, 
private equity funds, private real estate funds, and REITs.  
 

b) Acknowledged Risks. The TBF acknowledges that these 
investments may lack the liquidity and may not be traded on public 
exchanges.  
 

5. Other Investments. At the discretion of the Investment Committee, the 
TBF may invest in other assets or investments that are not 
incorporated into this IPS, so long as proper due diligence is 
conducted and the Committee believes these investments would be 
prudent at the time. The approval of these investments shall be well 
documented in the minutes of the Investment Committee. If the 
Committee believes these investments shall become part of the normal 
course of investing over time, then the Committee shall revise this IPS 
to approve the assets as a standing class of potential investments, as 
it is the goal of the TBF to operate as much as possible within the 
approved guidelines.   

 
 

C. Investments Directed To The Foundation. In the normal course of business, the 
TBF, in its fiduciary capacity (e.g. as trustee of a testamentary trust or executor 
of an estate), may have assets under its control and management that it did not 
purchase. Recognizing the unique nature of these specific situations, there may 
be times when these accounts/funds do not conform to the current IPS 
guidelines, and there are extenuating circumstances (i.e. tax purposes, legacy 
holdings, etc.) that make bringing these accounts into conformity with the TBF’s 
IPS impractical and not in the best interest of the client and/or beneficiaries. 
When this does occur, the TBF staff member managing the relationship shall 
prepare a memorandum to the Investment Committee that details the variance 
from the TBF’s stated policies and the plan for managing these assets.  

 
 
VII. INVESTMENT PORTFOLIOS 
 

A. Pooled Funds. In order to effectively and efficiently manage the various funds 
placed under its care, the TBF may develop portfolios of pooled investments 
through which clients with similar goals may invest. The TBF currently maintains 
four unique investment pools for outside clients:  

 
1. Endowment Fund. (formerly known as “TBF Pool Fund”). This pool 

consists of those funds that are to be perpetually invested for institutional 
beneficiaries by the terms of their respective documents. The objective of 
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this fund is to provide a reasonable total return comprised of income and 
principal appreciation.   The Endowment Fund is subject to the Spending 
Policy found in Paragraph VIII below. The details of the asset allocation for 
this pool are in Exhibit A to this IPS.  
 

2. Fixed Pool.  Investors in this pool are limited to churches, associations, 
and other Baptist institutions and entities. The investment objective of this 
fund is to provide a reasonable level of income with minimal consideration 
to principal appreciation by investing in fixed income and cash 
investments. Subject to a thirty (30) day notification to the TBF, clients in 
this fund may request the return of their money at any time.  There is no 
minimum investment period. The details of the asset allocation for this 
pool are in Exhibit A to this IPS.  
 

3. Revocable Pool. This pool is comprised of money controlled by a 
revocable trust agreement established between individuals and the 
Foundation. The investment objective of this fund is to provide a 
reasonable level of income with reasonable consideration of principal 
appreciation by investing in fixed income, cash, and equities. At least ten 
percent (10%) of the Grantor’s contribution to the trust must eventually 
benefit a Baptist institution or cause. The details of the asset allocation for 
this pool are in Exhibit A to this IPS. 
 

4. Union Gift Annuity Pool. This pool consists of funds invested with the 
Foundation through agreements specifically created for the benefit of 
Union University. The investment objective of this fund is primarily to 
provide income, while also maintaining an allocation to growth assets as 
well. The details of the asset allocation for this pool are in Exhibit A to this 
IPS. 

 
 

B. Other Investments. The TBF may also hold investments in individual accounts     
specifically invested for the unique needs of the clients. These accounts shall be 
reviewed no less frequently than annually to ensure that the asset allocation is 
appropriate for the client or cause. 

 
C. Funds Owned by TBF. The TBF additionally manages fund for its own ministries 

and programs, as follows: 
 

1. Fixed Income Pool Reserve Fund (formerly known as the “TBF Fixed Income 
Pool Contingency Reserve Fund). The purpose of this fund is to provide a 
source of funds upon which the Board of Trustees may draw in the instance 
that a security held in the Fixed Pool may fail. Accordingly, the investment 
objective of this fund is to provide income through the use of conservative 
investments with minimal allocation to growth assets. The details of the asset 
allocation for this fund is in Exhibit B to this IPS.   
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2. Scholarship Fund. The TBF Board of Trustees created this fund with 

unrestricted TBF funds for the purpose of providing grants and scholarships 
according to criteria established by the Trustees.   The Scholarship 
Committee of the TBF determines the use of the money in this fund. The 
investment objective of this fund is primarily to provide income with an 
allocation to growth assets. The Trustees may dissolve this fund and this 
scholarship/grant programs at their discretion. The details of the asset 
allocation for this fund is in Exhibit B to this IPS.   

 
3. Special Projects Fund. The TBF Board of Trustees created this fund for the 

purpose of providing grants to TBC churches, association, institutions, and 
ministries in support of their ministry endeavors according to criteria 
established by the Board. The Executive Committee of the Board of Trustees 
administers this program and approves all grants. At their discretion, the 
Trustees may dissolve this fund and discontinue the Special Projects 
program. The investment objective of this fund is to provide income with 
minimal consideration to the growth of the funds. The details of the asset 
allocation for this fund is in Exhibit B to this IPS.   

 
4. Post Retirement Benefits Fund. The TBF established this permanent fund for 

the purpose of providing funding for post-retirement benefits to retired 
employees of the TBF. The investment objective of this fund is income. The 
details of the asset allocation for this fund is in Exhibit B to this IPS.  
 

5. Unrestricted Capital Fund. The money in this fund is the TBF’s capital 
holdings. It may be used for the immediate and future needs of the TBF. The 
investment objective is to provide a balance of income and capital 
appreciation. The details of the asset allocation for this fund is in Exhibit B to 
this IPS.   

 
VIII. SPENDING POLICY 
 

A. Purpose. The purpose of the Spending Policy is to establish a prudent, 
consistent plan that achieves the dual purpose of supporting the ministries and 
designated beneficiaries of the endowments while also ensuring the growth of 
the principal assets of the endowment. The policy is designed with the goal of 
protecting and preserving the real purchasing power of the principal of the 
endowment against the eroding effects of inflation over time.  
 

B. Calculation.  
 

1. Recognizing that the funds will not only generate income but will also benefit 
from capital appreciation, the Foundation deems it prudent to make 
distributions from endowed funds based on a percentage of assets with the 
percentage being determined by the Trustees each year. This approach 
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recognizes a distribution based on more of a total return approach rather than 
simply based on the income generated. It further takes into consideration the 
ability to leave sufficient gains within the pool from year-to-year in order to 
offset the effects of inflation on the spending power of the funds in future 
years while also honoring the intent of the donors in supporting the various 
ministries and causes that benefit from these funds.  
 

2. As is common in the endowment industry, in order to provide a more 
predictable level of distribution for each year, the Foundation shall base its 
distribution calculation on the average market value of the pool for the last 
twelve (12) quarters’ market values. This approach mitigates the impact of 
short-term market volatility on the funds. 
 

3. The Foundation will not make a distribution which would reduce the principal 
below the cost basis of the pool.  
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EXHIBIT A 
 
 

1. Endowment Pool (formerly known as “TBF Pool Fund”). The target ranges for the 
asset allocation for this fund shall be:  

 
  Equities  30-70% 
  Fixed Income 20-70% 
  Alternatives    0-20% 
  Church Loans   5-10% 
  Cash     0-10% 
   

 
2. Fixed Income Pool. The target ranges for the asset allocation for this fund shall 

be: 
 

Fixed Income 90-100% 
Cash     0-  10% 

 
3. Revocable Pool. The target ranges for the asset allocation for this fund shall be: 

 
  Fixed Income 80-100% 
  Equities    0- 20% 
  Cash     0- 10% 

 
4. Union Gift Annuity Pool. The target ranges for the asset allocation for this fund 

shall be:  
 
   Fixed Income 50-80% 

  Equities  10-50% 
  Cash     0-10% 
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EXHIBIT B 
 

 
1. Fixed Income Pool Reserve Fund (formerly known as the “TBF Fixed Income 

Pool Contingency Reserve Fund”). The target ranges for the asset allocation for 
this fund shall be:  

 
Equities    0-  10% 

  Fixed Income 10-100% 
  Cash     0-100% 

 
 

2. Scholarship Fund. The target ranges for the asset allocation for this fund shall 
be:  

 
Equities    0-  30% 

  Fixed Income 10-100% 
  Cash     0- 10% ** 
 
 
**cash may exceed this allocation during the season when distributions are being made 
to scholarship and grant recipients 

 
 

3. Special Projects Fund. The target ranges for the asset allocation for this fund 
shall be:  

 
Equities    0-  30% 

  Fixed Income 10-100% 
  Cash     0-  10% ** 
 
**cash may exceed this allocation at times when distributions are being made to grant 
recipients 

 
 
 

4. Post Retirement Benefits Fund. The target ranges for the asset allocation for this 
fund shall be:  

 
Equities    0-  30% 

  Fixed Income 10-100% 
  Cash     0- 10%  
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5. Unrestricted Fund. The target ranges for the asset allocation for this fund shall 
be: 

Equities    0-  30% 
   Fixed Income 10-100% 
   Cash     0-  10%  
 

  
 


