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Investment Policy Template

Any organization that has assets to invest should have appropriate policies to guide these investments. A formal investment policy should be developed and approved by the affiliate board of directors. One set of policies does not fit every organization, but each association needs to define its own goals and understand its own fiduciary responsibilities. The policy below is the Academy’s Investment Policy that can be adapted to fit the specific needs of your affiliate.

When choosing investment options for excess cash, affiliates should consider three key factors: risk, yield, and the liquidity of funds.

Here is a list of the basic points to cover. Any investment policies should:
· Be developed with the advice of a financial professional or be reviewed by legal counsel.
· Define general objectives (preserve and protect the assets; achieve aggressive growth).
· Delegate day-to-day asset management to a finance committee or a professional manager.
· Set asset allocation parameters (include diversification).
· Describe asset quality (itemize quality ratings for stocks, bonds, or short-term reserves based on your risk tolerance).
· Define investment manager's accountability (include risk in transactions, social responsibility, reporting requirements, and coverage of cash flow needs).
· Establish a system for regular reviewing of the policies.

The purpose of the <affiliate> Investment Fund is to provide financial stability for the organization, and to grow, on an inflation adjusted basis, its ability to support the programs and objectives of the <affiliate>. 

OBJECTIVES:

The investment objectives of the portfolio are to achieve a long-term goal of maximizing returns without exposure to undue risk, as defined herein. It is understood that fluctuating rates of return are characteristic of the securities markets. The primary concern should be long-term appreciation of the assets and consistency of total return. Recognizing that short-term market fluctuations may cause variations in performance, the portfolio is expected to achieve the following objectives over three and five year moving time periods: 
1. The Fund’s total expected return will exceed the increase in the Consumer Price Index by 3.75% annually. On a quarter to quarter basis, the actual returns will fluctuate and can be expected to exceed the target about half the time. 

2. The Fund’s total expected return will exceed the increase in the 90 day Treasury Bill Index by a minimum of 3.0% annually. On a quarter to quarter basis, the actual returns will fluctuate and can be expected to exceed the target about half the time. 


3. The Fund’s total expected return should exceed a composite return of market indices representing 58% stocks, 38% bonds, and 4.0% cash equivalents. 

4. Although the Fund’s performance will be evaluated against market benchmarks, the investment strategy also should incorporate [affiliate] budget and financial needs, especially in times of market and/or organization stress. During these times, absolute returns may take priority over relative ones. 

PROCEDURES:

The investment policies and restrictions presented in this statement serve as a framework to achieve the investment objectives at the level of risk deemed acceptable by the Finance and Audit Committee. These policies and restrictions are designed to minimize interference with efforts to attain overall objectives, and to minimize the probability of excluding appropriate investment opportunities, with the following considerations:

· [Affiliate] investment funds will be managed on a “pooled basis” and will include [internal districts if applicable] and Affiliate funds which have been deposited with [affiliate]. Investments for [affiliate] Foundation will be managed in a separate fund following the same guidelines as the [affiliate] fund. 

· The investment advisor will be kept informed of [affiliate]’s mission and values. Even though the investment advisor has the authority to make all investments he/she deems necessary to maximize the returns, he/she should use the mission and values as a guiding principle for all investments. 

· The Finance and Audit Committee and the Board of Directors will review the performance of the investment advisor annually or sooner if the situation warrants. If applicable, an RFP should be developed and distributed for the sole intent of replacing the investment advisor. 

· Every ten years, or sooner if the situation warrants, the appropriateness of an RFP for the management of the investment funds should be considered part of a routine investment review. 


PROHIBITED INVESTMENTS
The advisor will have discretionary authority to select securities, but direct investment in the following investments and investment activities is prohibited: 
1. Private placements; 
2. Letter stock; 
3. Derivatives; 
4. Commodities or commodity contracts; 
5. Short sales; and, 
6. Margin transactions; 
7. Currencies of any kind 

A pooled investment fund or mutual fund which includes the above noted investments can be used, subject to a 5% maximum of total value of [affiliate] investments. However, not one of the items listed above can be more than 1% of the total [affiliate] portfolio.

DIVERSIFICATION

Individual stocks are subject to maximum 3% commitment at cost or 5% commitment of the asset class market value for an individual security and 25% for a particular industry or sector. 

Individual bonds not guaranteed by the U.S. Government, its agencies or instrumentalities are subject to a maximum 5% commitment of the asset class at cost.

TARGET ASSET ALLOCATION 

The Fund shall be comprised of the asset classes listed in the table below. The target weight is the desired weight for each asset class. The minimum weights and maximum weights are to allow for normal market fluctuations. It shall be the responsibility of the investment advisor to remain within the range specified for each asset class. 

If the investment advisor feels it is necessary to move outside of the specified ranges, he may do so only upon written approval of the President. The President, in turn, must notify the Finance and Audit Committee, in writing, of the intent to make this modification.

ASSET CLASS												

	
	MINIMUM WEIGHT
	TARGET WEIGHT
	MAXIMUM WEIGHT

	EQUITY
	45%
	58%
	65%

	FIXED INCOME (over 1 year maturity)
	30%
	40%
	60%


   	    	
EQUITIES

The equity asset classes should be maintained at risk levels roughly equivalent to the sectors of the market represented. Mutual funds and exchange traded funds conforming to the policy guidelines maybe used to implement the investment program. Equity classes allowed include:

1.	U.S. Large Capitalization Stocks:	U.S. based companies having capitalization 
over $10 billion.

2.	U.S. Smaller Capitalization Stocks:	U.S. based companies having a market 
capitalization between $300 million and $10 billion.

3.	International Stocks:			Stocks of non-U.S. based companies, 
American Depository Receipts, and Exchange Traded Funds.  

4. The overall market capitalization of the Equity portfolio should average at least 65% of the average capitalization of the S&P 500 Index.	

5.	The international stock commitment should be 10% of total equity investments at maximum.


FIXED INCOME

Investments in fixed income securities will be managed actively to pursue opportunities presented by changes in interest rates, credit ratings, and maturity premiums. Mutual funds conforming to the policy guidelines may be used to implement the investment program. Fixed income investments may include securities issued by the U.S. Government, its agencies, and U.S. or foreign corporations. Bonds should be rated as BAA or higher investment grade by rating services. If an existing bond holding drops below investment grade, the manager should discuss with the Chief Financial Officer. 

The fixed income portfolio should be managed to have a duration ranging from 75% to 125% of the Barclays Aggregate Index.

REPORTING

The manager should prepare and present reports of performance and guideline compliance for the finance and audit committee at least annually.  Similar reports will be provided to <affiliate> quarterly. 

The advisor should prepare and present reports of fund performance.
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