______________ COUNCIL

BOY SCOUTS OF AMERICA


INVESTMENT POLICY

[Date Approved/Updated]
1.0 Purpose:

The purpose of the Investment Policy Statement (IPS) is to assist the Investment Committee (Committee) in effectively supervising, monitoring and evaluating the investment of the _____________ Council’s Endowment Fund (Fund) assets.  The Fund’s investment program is defined in the various sections of the IPS by:

1.1 Stating in a written document the _____________ Council’s attitudes, expectations, objectives and guidelines for the investment of all Fund assets.  

1.2 Setting forth an investment structure for managing all Fund assets.  This structure includes various assets classes, investment management styles, asset allocations and acceptable diversification and total investment return over the long term.

1.3 Providing guidelines for each investment portfolio that control the level of overall risk and liquidity assumed in the portfolio, so that all Fund assets are managed in accordance with stated objectives.

1.4 Encouraging effective communications between the Committee and the Investment Manager(s).

1.5 Establishing formalized criteria to monitor, evaluate and compare the performance results achieved by the Investment Manager(s) on a regular basis.

1.6 Complying with all fiduciary, prudence and due diligence requirements that experienced invest professionals would utilize, and with all applicable laws, rules and regulations from various local, state and federal entities that may impact Fund assets, commonly call the “Prudent Investor Rule.”

This IPS has been formulated based on consideration by the Committee of the financial implications of a wide range of policies, and describes the prudent investment process that the committee deems appropriate.
The Committee will not reserve any control over any individual investment decisions, with the exception of specific limitations described in the policy.  Investment Manager(s) will be held responsible and accountable to achieve the objectives herein stated.  While it is not believed that the limitations will hamper Investment Manager(s), each Manager should request modifications, which they deem appropriate.  
2.0 Statement of Investment Objectives:

The primary objective in the investment management for Fund assets will be based upon total return.  More specifically defined as follows:

2.1 The investment objective for aggregate Fund assets is to obtain a multi-year annualized rate of return of at least 5.0% in excess of the U.S. Consumer Price Index, net of fees and costs.

2.2 To provide a total rate of return that will generate growth of principal and real purchasing     power of Fund assets over the long term, defined as a five year moving time period, to offset the effect of inflation. 
2.3 The Committee also recognizes that some risk must be assumed to achieve the Fund’s long-term investment objectives.  The Fund can tolerate some interim fluctuation in the market value and rates of return.  However, the Investment Manager(s) are to make reasonable efforts to control risk, and they will be evaluated regularly to ensure that the risk assumed is commensurate with the given investment style and philosophies.   

3.0 Asset Allocation Policy:

The Committee believes that the Fund’s risk and liquidity posture is, in large part, a function of asset class mix.  The Committee has reviewed the long-term performance characteristics of various asset classes, focusing on balancing the risks and rewards of market behavior.  The following broad asset classes were selected:

	ASSET CLASS
	LONG TERM TARGET

	
	Target % of Total Portfolio
	Low Target
	High Target

	U.S. Large Cap Growth
	25.0%
	23.0%
	28.0%

	U.S. Small Cap
	5.0
	4.0
	6.0

	U.S. Small Cap Value
	5.0
	4.0
	6.0

	U.S. Micro Cap
	10.0
	9.0
	11.0

	International Large Cap
	10.0
	9.0
	11.0

	International Small Cap
	10.0
	9.0
	11.0

	Emerging Markets
	10.0
	9.0
	11.0

	Real Estate
	5.0
	4.0
	6.0

	Total Equity
	80.0%
	
	

	High Grade Fixed Income (Global)
	20.0%
	9.0%
	11.0%

	Total Fixed
	20.0%
	
	

	Total:
	100.0%
	
	


4.0 Guidelines and Investment Policy:

4.1 Per the asset allocation policy in section 3.0, the ___________ Council benchmark will be a total return index comprised of the following (component weights in brackets):  The S&P 500 Index (25%), the Russell 2000 Index (5%), the Russell 2000 Value Index (5%), the Russell Micro Cap (10%), the MSCI EAFE Index (10%), the MSCI EAFE Small Cap Index (10%), the S&P/IFCI Emerging Composite Index (10%), the DJ Wilshire Real Estate Securities Index (5%),  Lehman Brothers Government Credit Bond Index (20%).

Each Manager hired will be given a specific benchmark that will represent a performance standard.  The benchmark may be one of the above benchmark or a related benchmark that reflects the investment style of the Manager.  

4.2 Time Horizon:  The investment guidelines are based on long-term investment horizon (over a 20-year period) so interim fluctuations should be viewed with appropriate perspectives.  Similarly, the Fund’s strategic asset allocation is based on this long-term perspective.  Short-term liquidity requirements are determined by the Investment committee and according to the BSA Spending Policy procedures.  

4.3 Risk Tolerance:  The Committee recognizes the challenge of achieving the Fund’s investment objectives in light of the uncertainties and complexities of contemporary investment markets.  The Committee also recognizes that some risk must be assumed to achieve the Fund’s long-term investment objectives.

4.4 Rebalancing of Total Fund Strategic Allocation:  The total portfolio shall conform to a disciplined process of rebalancing that both increases the total return and minimizes investment transaction costs.  The portfolio will be formally rebalanced on an annual basis from the figures posted as of March 31st of each year.  However, rebalancing may occur at any given time when an asset class is 5.0% or more from the approved target ranges as specified in Section 3.0.  Portfolio withdrawals for expenses shall be raised by selling assets from the most over-weighted asset class to minimize the need to rebalance.

5.0 Securities Guidelines:  
5.1 Permissible Equity Investments:  Permissible equity investments include preferred stock, common stock, convertible notes and bonds, and real estate investment trusts.  Investments in shares of investment companies registered under the U.S. Investment Company Act of 1940 (mutual funds and publicly traded closed-end funds) is permitted.  As a statement in general policy, permissible investments include U.S. equities, non-U.S. equities, U.S. fixed income securities, non-U.S. fixed income securities, cash, and partnership interests holding direct real estate and other instruments similar to the above.  

5.2 Permissible Fixed Income Investments:  Fixed income investments may include, U.S. treasury bills, notes and bonds, investment grade fixed income securities in non-U.S. government or corporations, negotiable certificates of deposits issued by a bank that provides FDIC insurance, collateralized repurchase agreements maturing in 30 days or less where the security interest in the collateral is perfected, municipal bonds, mortgage pass-through, collateralized mortgages and other securitized debt obligations of other governments agency notes, bonds and debentures.  

5.3 Cash Equivalents:  Cash equivalent reserves shall consist of cash instruments having a quality rating of A1, P1 or higher.  Eurodollar certificates of deposits, time deposits and repurchase agreements are also acceptable investment vehicles.  

5.4 Restricted Investments:  The Investment Committee must give prior written approval for investing securities such as:  letter stock, private placements and other unregistered securities, options, commodities or other commodity contracts, and short sale or margin transactions.  Additional, securities lending, pledging, or hypothecating securities or investments used for the sole purpose of exercising control of management must be reviewed very carefully.  

Caution must also be given to any assets outside the jurisdiction of U.S. courts.  Investments in securities of any company with a record of less than three years’ continuous operations, including the operation of any predecessor must be scrutinized.  

6.0 Implementation of Investment Policy:

The Investment Committee will direct the investment of account assets with the selected Investment Manager(s).  The duties and responsibilities of each Investment Manager retained by the Investment Committee include:

6.1 Managing the Fund assets under its care, custody, and/or control in accordance with the IPS objectives and guidelines set forth herein, and also expressed in separate written agreements when deviation is deemed prudent and desirable by the Committee.

6.2 Promptly informing the committee in writing regarding all significant and/or material matters and changes pertaining to the investments of Fund assets, including, but not limited to:

a.  Investment strategy

b. Portfolio structure and tactical approaches

c. Ownership

d. Organizational structure

e. Financial conditions

f. Professional staff

g. Recommendations for guideline changes

h. All legal material and SEC and other regulatory agency proceedings affecting firm

6.3 Promptly voting all proxies and related actions in a manner consistent with the long-term interest and objectives of the Fund set forth herein.  Each Investment Manager shall keep detailed records of said voting of proxies and related actions and will comply with regulatory obligations related thereto.  

6.4 Utilize the same care, skill, prudence and due diligence under the circumstances then prevailing that an experienced, investment professional acting in a like capacity and fully familiar with such matters would use.  Additionally, each Investment Manager will act in accordance and compliance with all applicable laws, rules and regulations from local, state, federal and international political entities as they pertain to fiduciary duties and responsibilities.  

6.5 Provide on a quarterly basis, or as requested, a written report that will include a statement of all portfolio holdings and their market value; all transactions completed during the quarter; calculation of investment performance by total portfolio and each asset class; and a comparison of performance versus appropriate benchmark selected by each Investment Manager for the total portfolio and each asset class.

7.0 Conflict of Interest Policy:
7.1 Affected Persons:  This “Conflict of Interest Policy” applies to all volunteers, _____________ Council Staff Members participating on the Investment Committee and any Investment Manager responsible for the Fund assets.  It also applies to a spouse or child of the above-named persons, the Investment Manager’s employees and corporations directly or indirectly controlled by the persons previously named, among others.  

7.2 Policy Intent:  No affected person shall make any personal financial gains (direct or indirect) because of their fiduciary position.  

7.3 Immediate Disclosure:  As soon as an affected person becomes aware of a potential or actual conflict, they shall disclose it immediately and in full to the Investment Committee.  

7.4 Conflict of Interest Defined:

a. They have an existing or potential financial or other interest which impairs or might appear to impair the affected person’s independent and unbiased judgment in the discharge of their responsibilities to _____________ Council.

b. They have a business relationship with any person or firm engaging in, or seeking to engage in business with the _____________ Council.

c. They are aware of an immediate family member’s ownership of, interest in, or employment with a firm engaging in, or seeking to engage in business with the _____________ Council.

d. They are an officer, director, trustee, partner, controlling stockholder, or employee of a firm engaging in, or seeking to engage in business with the _____________ Council.

e. No Investment Committee member shall gain access to a Fund by virtue of their participation on the Investment Committee.

7.5 Post-disclosure Procedures:  The other members of the Committee will decide what, if any, further participation may be allowed on the matter, by majority vote.  The member with a conflict of interest may also suspend all activities relating to the conflict.  In no case is a member permitted to vote on a resolution or motion to approve a contract or transaction in which he or she has a material interest.  

8.0 Executive Board Approval of the Investment Policy Statement:
Approved by the __________________ Council Executive Board on ______________.


_________________________
_________________________


Council President
Scout Executive
Investment Policy
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