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ARTICLE I – STATEMENT OF PURPOSE

The purpose of this Investment Policy Statement is to establish a clear understanding as to the investment objectives, risk tolerance, and strategies applicable to the endowment fund.  The Investment Policy Statement describes the investment philosophies and investment management procedures to be utilized for the funds as further described below, as well as the long-term goals for the portfolio.  

The principal reason for developing an investment policy and for putting it in writing is to protect the portfolio from ad hoc revisions of a sound long-term policy.  Without an investment policy, in times of market turmoil, investors are often inclined to make impromptu investment decisions that are inconsistent with prudent investment management principles.  Your investment policy is intended to provide a well thought out framework from which sound investment decisions can be made.


ARTICLE II – KEY REGULATIONS

The New York Prudent Management of Institutional Funds Act, (“NYPMIFA”) which took effect on September 17, 2010, is New York’s version of the Uniform Prudent Management of Institutional Funds Act (“UPMIFA”) that governs the management and investment of funds held by not-for-profit corporations and other institutions.  The Act applies to all entities defined as “institutions” under the Act, including all New York not-for-profit corporations, corporations formed under the Religious Corporations Law and education corporations as defined in Education Law.  

Standard of Conduct in Managing and Investing Institutional Funds

NYPMIFA provides that each person responsible for managing and investing an institutional fund “shall manage and invest the fund in good faith and with the care an ordinarily prudent person in a like position would exercise under similar circumstances”.  The Act sets forth basic requirements for satisfying the standard of prudence, including a requirement that an institution make a reasonable effort to verify facts relevant to the management and investment of the fund, and that an institution only incur costs that are reasonable and appropriate.

The act also requires that the following facts, if relevant, be considered in managing and investing an institutional fund:

1. general economic conditions;

2. the possible effect of inflation or deflation;

3. the expected tax consequences, if any, of investment decisions or strategies;

4. the role that each investment or course of action plays within the overall investment portfolio of the fund;

5. the expected total return from income and the appreciation of investments;

6. other resources of the institution;

7. the needs of the institution and the funds to make distributions and to preserve capital; and

8. an asset’s special relationship or special value, if any, to the purposes of the institution.


Additionally, the Act requires that investments of an institutional fund be diversified and investment decisions about any individual asset must be made not in isolation, but in the context of the portfolio of investments as a whole and as part of an overall investment strategy having risk and return objectives reasonably suited to the institution.  

The Act also requires every institution to adopt a written investment policy setting forth guidelines on investments and delegation of management and investments functions.

Expenditure of Funds

In deciding whether to appropriate from the investment portfolio, the institution must act “in good faith, with the care that an ordinarily prudent person in a like position would exercise under similar circumstances,” and must consider, if relevant, the following factors:

1. the duration and preservation of the fund;

2. the purposes of the institution and the fund;

3. general economic conditions;

4. the possible effect of inflation or deflation;

5. the expected total return from income and the appreciation of investments;

6. other resources of the institution;

7. where appropriate and circumstances would otherwise warrant, alternatives to expenditure of the fund, giving due consideration to the effect that such alternatives may have on the institution; and

8. the investment policy of the institution

Contemporaneous Records

NYPMIFA provides that an institution must make a contemporaneous record of the considerations it gave to each of the eight factors noted above in deciding to appropriate funds.  If the institution decides to accumulate rather than appropriate from an endowment fund, it must also keep a record of such action.  

Delegation of Management and Investment Functions to Outside Agents

NYPMIFA sets forth legal standards that govern the delegation of management and investment functions by boards of directors to agents outside of the institution (external agents).  The Act requires that boards use prudence in selecting, continuing or terminating an agent, and that they consider, among other things, the agent’s independence including any conflicts of interest that such agent has or may have.

Standard of Care for Delegation

NYPMIFA provides that, subject to any specific limitation set forth in a gift instrument or another law, an institution may delegate to an external agent the management and investment of an institutional fund to the extent that such a delegation is prudent under the circumstances.  In order to delegate prudently, an institution must act in good faith, with the care that an ordinarily prudent person in a like position would exercise under similar circumstances.  

In performing a delegated function, an external agent owes a duty to the institution to exercise reasonable care, skill and caution to comply with the scope and terms of the delegation.  
ARTICLE III – INVESTMENT FUNDS

The funds covered by this investment policy includes all the funds of Habitat for Humanity endowment fund.  At the writing of this Investment Policy Statement, the funds are approximately $240,000.  


ARTICLE IV – PRIMARY FINANCIAL OBJECTIVES

The primary financial objectives, as it relates to the investment portfolio are as follows:

· Long-term investment funds:
· Long-term growth
· Diversification among various asset classes
· Higher level of risk consistent with long-term growth
· Long-term time horizon (20 years or more)
· Ease of investment management


ARTICLE V – SPENDING & SAVINGS POLICY


Spending from Endowment Funds

The purpose of the Endowment Fund is to grow the funds, through investment and future contributions, so that a Habitat house can be built from the earnings of the principal balance of the Endowment Fund.  Therefore, no funds can be drawn out of the Endowment Fund until the fund reaches a target balance as determined by the Executive Committee.  Upon the Endowment Fund reaching a target balance, the Executive Committee can request a vote of the Board of Directors to begin to use the earnings of the Endowment Fund for the mission of the institution.  

Additional Savings to Long-term Fund

From time to time, additional funds may be donated to the endowment fund. Restricted donations shall be accounted for so that the terms of the restrictions are adhered to.  Notwithstanding any restrictions, additional savings that are added to the long-term fund shall be invested in accordance with this investment policy.  Therefore, securities from savings and donations may be liquidated to invest in more appropriate and coordinated investment funds, in particular mutual funds.  


ARTICLE VI – INVESTMENT PHILOSOPHY

The following tenants and philosophy will be adopted and adhered to in the investment of the various funds:

· Investors are risk averse.  The compensation for additional short-term risk is the potential for higher long-term portfolio return.  

· The design of the portfolio as a whole is more important than the selection of any particular security within the portfolio.  The appropriate allocation of capital among asset classes (stocks, bonds, cash, etc.) will have far more influence on long-term portfolio results than the selection of individual securities.  Maintaining a long-term investment approach becomes critical to success because it allows the long-term characteristics of the asset classes to surface.

· Diversification helps reduce investment volatility.  The proportional mix of asset classes determines the long-term risk and return characteristics of the portfolio as a whole.

· Portfolio risk can be decreased by increasing diversification of the portfolio and by lowering the correlation of market behavior among the asset classes selected (correlation is the statistical term for the extent to which two asset classes move in tandem or opposition to one another).

· Investing globally helps to minimize overall portfolio risk due to diversification between economies of the world.  Investing globally has also been shown historically to enhance portfolio returns, although there is no guarantee that it will do so in the future.

· Equities and equity-like investments offer the potential for higher long-term investment returns than cash or fixed income investments.  Equities are also more volatile in their performance.  Investors seeking higher rates of return must increase the proportion of equities in their portfolio, while at the same time accepting greater variation of results (including occasional declines in value).

· Volatility and portfolio fluctuations, including occasional losses, are a normal aspect of investing.  During periods of portfolio decline, adherence to long-term allocation targets become even more important.  Research has shown that moving to a more conservative allocation during portfolio declines or market volatility leads to poor investment results.  

· Picking individual securities and timing the purchase or sale of investments in the attempt to “beat the market” are highly unlikely to increase long-term investment returns; they also can significantly increase portfolio operating costs.  Such practices are, therefore, to be avoided

ARTICLE VII – INVESTMENT MANAGEMENT

Investment Selection
Investments in the long-term funds will be recommended by the hired investment consultants.  These investments will be selected in a fiduciary manner and will utilize multiple consideration to make investment choices and recommendations, including:

· Regulatory oversight
· Correlation to style or peer group
· Performance relative to peer group or benchmark index
· Performance relative to assumed risk
· Historic track record
· Assets under management
· Adherence to stated objective 
· Expense ratios/fees
· Stability of the organization

Diversification
Diversification will be a cornerstone of your investment strategy.  As such, the institution’s portfolio will be invested across multiple asset classes to achieve proper diversification.  







Review and Rebalancing
Periodically, but not less than annually, the institution’s investment portfolio will be reviewed for rebalancing, so that the asset allocation maintains diversification and is consistent with your risk tolerances.  Moreover, all parties will communicate as appropriate regarding:

· The investment performance of the portfolio
· Material changes in investment strategy
· Any meaningful changes in financial circumstances


ARTICLE VIII – ASSET ALLOCATION

To achieve the financial objectives, and considering the balance between risk and return, the institution will have an overall allocation of 50% Equities / 50% Fixed Income.  This allocation will be across all sources.  Therefore, certain custodians may have higher allocations to one area and a lower allocation to another.  Nonetheless the overall allocation across all funds will stay in reasonable alignment with the targets.  Therefore, the following broad asset allocation targets will be established initially:

Cash and Fixed Income	25%
Equities			55%
Non-Traditional		20%

While the objective will be to maintain an asset allocation near these targets, regular market fluctuations will cause deviations from them.  Moreover, the asset allocation targets may change over time, based on market circumstances or updated asset allocation recommendations.  

The non-traditional sleeve of the portfolio consists of all investment categories outside of fixed income and equities, including alternatives, hedge funds, infrastructure, real estate, and commodities.  


ARTICLE IX – RISK

In order to implement the targeted portfolio allocation and achieve the financial objectives, taking on a certain level of market risk is necessary.  Short-term market timing in order to reduce risk has shown to be generally imprudent and ineffective.  Therefore, market timing will not be part of the risk management approach.  Instead, utilizing diversification and periodic rebalancing will be the primary risk management philosophy.  

The investment strategy and research will focus on mutual funds and exchange traded funds.  In the event individual securities are included in the portfolio, they will be incorporated into the overall investment allocation.  However, individual securities expose the portfolio to company-specific risk, and generally will not be recommended.  

Based on the asset allocation, it is likely that the portfolio will experience occasional declines.  In some circumstances these declines can be significant.  For example, in 2008 portfolio declines of 30% or more were common.    

The Finance Committee is comfortable with the risk level of the given asset allocation and acknowledge short-term and intermediate-term losses are possible.




ARTICLE X – CONCLUSION

We have reviewed the investment policy and understand the risk and return parameters of the proposed investment strategy.  


Signature:								Date: 
		Client


Signature:								Date:
		Client


Signature:								Date:
		Partner, Landmark Wealth Management

APPENDIX 

Risk & Return Portfolio Projections
[image: ]Based on 2017 Projections

To achieve the financial objectives noted, the Board agrees that a portfolio of 75% Equities / 25% Fixed Income return and risk level is appropriate.  Please note the following with regards to your selected model portfolio and allocation:

· The selected portfolio to achieve the desired allocation is:  Portfolio #6 – 75% Equities / 25% Fixed Income

· The allocation and statistics are based on December 2017 information, which will likely change over time

· The projected return represents a 10-year historic average adjusted to reflect recent economic and market conditions.  The projected return is a target portfolio return, but may or may not reflect actual results.  We estimate that 50% of the time returns will be greater than the target return and 50% of the time returns will be less than the target return.

· Worst 1-Year Loss represents the worst negative return in years when the portfolio does in fact have negative earnings going back to 1993.  While unlikely, it is possible that losses in any one year could exceed those detailed in the table above.  

If there are any changes that may affect the desired portfolio allocation, including risk tolerance or financial circumstances, please notify Landmark Wealth Management so appropriate allocation changes can be discussed and implemented.  
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125% Equities / 75% Fixed Income 75 21 4 2.50 7.91 -14.80

240% Equities / 60% Fixed Income 60 31 9 3.40 8.74 -19.10

350% Equities / 50% Fixed Income 50 37 13 4.20 9.29 -22.30

460% Equities / 40% Fixed Income 40 44 16 5.00 9.84 -25.50

567% Equities / 33% Fixed Income 33 49 18 5.40 10.23 -27.60

675% Equities / 25% Fixed Income 25 55 20 5.80 10.64 -30.10

780% Equities / 20% Fixed Income 20 60 20 6.10 11.52 -31.90

8100% Equities  0 80 20 7.00 12.13 -38.30

RETURN ALLOCATION


