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Investment Policy Statement for the

Endowment Fund of Ski for Light, Inc.

BACKGROUND & GOALS

The Ski for Light Endowment Fund was established in 1998 to accept gifts from individuals, estates, businesses, and others who desire to support the mission of SFL.  The purpose of the Fund is to generate income to contribute to the operating expenses of Ski for Light, Inc. 

The Fund is to remain in perpetuity to support the mission of Ski for Light.  According to the SFL Bylaws, a maximum of 5.5 percent of the Fund's market value may be withdrawn annually for funding operating expenses.  The Fund's market value shall be defined as the average value of the Fund at the end of each of the previous twelve quarters.  Additional amounts may be withdrawn from the Fund only by the affirmative vote of three quarters of the Ski for Light Board and solely for preventing the financial insolvency of Ski for Light.  Actual annual withdrawals have ranged from 4.5 to 5.5 percent. 
The primary goal for management of the Fund is to maintain the purchasing power of the assets.  A secondary goal is to increase the value of the Endowment Fund through growth of existing assets, as well as acceptance of future contributions. 

PURPOSE OF THIS INVESTMENT POLICY STATEMENT

This statement of investment policy is set forth by Ski for Light, Inc. in order to:

1. Define and assign the responsibilities of all involved parties.
2. Establish a clear understanding for all involved parties of the investment goals and objectives for the Fund’s assets.

3. Offer guidance and limitations to the Investment Manager regarding the investment of Fund assets. 
4. Establish a basis for evaluating investment results.
5. Manage Fund assets according to prudent standards as established in common trust law.

6. Establish the relevant investment horizon for which the Fund assets will be managed.

In general, the purpose of this statement is to outline a philosophy and attitude, which will guide the investment management of the assets toward the desired results.  It is sufficiently specific to be meaningful, yet flexible enough to be practical.
DEFINITIONS

1. “Ski for Light” or “SFL” shall refer to Ski for Light, Inc., a nonprofit corporation, headquartered in Minneapolis, Minnesota.

2. “Fund” shall mean the Ski for Light Endowment Fund.
3. “Board” shall refer to the self-perpetuating Board of Directors of Ski for Light, the composition and authority of which are specified in the constitution and bylaws of SFL.

4. “Executive Committee” shall refer to the Executive Committee of SFL, which exercises general supervision over the affairs of the Organization between meetings of the Board.  The composition and authority of the Executive Committee are specified in the constitution and bylaws of SFL.
5. “Budget and Finance Committee” or “the Committee” shall refer to the committee established according to the bylaws of SFL to oversee the financial affairs of Ski for Light, Inc and to monitor and make recommendations to the Executive Committee and Board involving the Organization's investments.  

6. “Fiduciary” shall mean any individual or group of individuals who exercise discretionary authority or control over Fund management or any authority or control over management, disposition, or administration of Fund assets.

7. “Investment Manager” shall mean any individual or group of individuals, employed by SFL to manage all or part of the investments of the Fund, including but not limited to advice on investment objectives and/or asset allocation, investment selection and management, and performance monitoring. 

8. “Securities” shall refer to the marketable investment securities that are listed as approved investments in this Investment Policy Statement.

9. “Investment Horizon” shall be the time over which the investment objectives, as set forth in this statement, are expected to be met.  Unless stated otherwise, the investment horizon shall be 10 years.
10. “Custodian” shall refer to a designated bank or other financial institution that keeps custody of the Fund’s assets.
ASSIGNMENT OF RESPONSIBILITY


RESPONSIBILITY OF THE BOARD OF DIRECTORS
The Board of Directors of Ski for Light, Inc. has the ultimate fiduciary responsibility for the Fund’s investment assets.  However, the Board has delegated oversight and management of investment assets to its Budget and Finance Committee, with the requirement that certain actions of the Budget and Finance Committee must have the approval of the Executive Committee or the Board.  
The Board shall approve this Investment Policy Statement and any amendments thereto.  The Board shall also approve the selection of an Investment Manager and a Custodian for the Fund.   

RESPONSIBILITY OF THE EXECUTIVE COMMITTEE
The Executive Committee is responsible for establishing the amount and timing of the annual withdrawal from the Fund for funding operating expenses.  In accordance with the SFL Bylaws, a maximum of 5.5 percent of the Fund's market value may be withdrawn each year.  For this purpose, the Fund's market value shall be defined as the average value of the Fund at the end of each of the previous twelve quarters.
RESPONSIBILITY OF THE BUDGET AND FINANCE COMMITTEE
The Budget and Finance Committee, composed of members of the SFL Board, is responsible for preparing and updating this Investment Policy Statement and for implementing its provisions after the Board approves it.  
Specific responsibilities of the Budget and Finance Committee include:

1. Ascertain SFL’s risk tolerance, its investment horizon, and associated return expectations of the Fund.
2. Recommend reasonable and consistent investment objectives, policies, and guidelines for approval by the Executive Committee and the Board.
3. Recommend to the Board for its approval the selection and/or change of the Investment Manager.
4. Instruct the Investment Manager to invest in appropriate securities as defined in this policy.
5. Evaluate the performance of the Investment Manager, at least once a year, to assure adherence to policy guidelines and to monitor progress in meeting the investment goals.
6. Review the Investment Policy Statement at least annually, propose revisions to the Board for approval, and promptly inform the Investment Manager of any changes.
7. Project Ski for Light’s annual financial needs from the Fund and communicate such needs to the Investment Manager, including the amount and timing of the annual withdrawal from the Fund to support SFL operating expenses. 

The members of the SFL Board, the Executive Committee, and the Budget and Finance Committee shall discharge their duties solely in the interest of Ski for Light, Inc., with the care, skill, prudence, and diligence under the circumstances then prevailing, that a prudent person acting in a like capacity, and familiar with such matters, would use in the conduct of an enterprise of a like character with like aims.  No member of the Board, Executive Committee, or the Budget and Finance Committee is permitted to receive any form of compensation with respect to the investment portfolio.

 
RESPONSIBILITY OF THE INVESTMENT MANAGER 
The role of the Investment Manager is to implement a disciplined investment process, within the guidelines established in this Investment Policy Statement, which diversifies sources of investment risk and positions the portfolio to achieve the Fund’s objectives.  The Investment Manager must be a registered independent investment advisor authorized by applicable law or regulation to function as an Investment Manager.

The Investment Manager has discretionary authority for managing the investments in the portfolio and, therefore, joins with the SFL Board in fiduciary responsibility.  
Specific responsibilities include:

1. Assist in the development and periodic review of the Investment Policy Statement at the Budget and Finance Committee’s request.

2. Collaborate with the Budget and Finance Committee to define the Fund’s strategic objectives and asset allocation based on the goals, objectives, and constraints of this policy statement.

3. Design, construct, and manage the investment portfolio, including making decisions to buy, sell, or hold individual securities, and to alter asset allocations within the guidelines established in this statement.
4. Seek best execution of transactions and minimize transaction costs to the extent possible.

5. Rebalance the portfolio at least annually to meet investment objectives, based on the appropriate asset allocation defined by this statement.

6. Vote proxies on behalf of the Fund and in the best interest of SFL.

7. At least quarterly, report investment performance results to the Budget and Finance Committee and compare them to SFL’s long-term objectives and to mutually agreed upon portfolio benchmarks.

8. Communicate in a timely manner any proposed changes in implementation of the investment strategy for the SFL Fund, or any other factors that affect implementation of the investment process.
9. Disclose to the Budget and Finance Committee all major changes in their organization or its investment philosophy within 10 days of such change.

10. Coordinate activities with the Treasurer of SFL to minimize the workload of the latter in meeting accounting and reporting requirements with regard to the Fund and its assets.

11. Provide annually to SFL an updated Form ADV Part 2. 
The Investment Manager will be held responsible and accountable to achieve the objectives herein stated.  


RESPONSIBILITY OF THE CUSTODIAN
The Custodian will itself (or through agreement with a sub-custodian):

1. Maintain possession of securities owned by the Fund. 
2. Collect dividend and interest payments.

3. Redeem maturing securities.

4. Effect receipt and delivery of securities following purchases and sales.  
5. Execute cash deposits and withdrawals compliant with the security protocols and controls established between Ski for Light, Inc. and the custodian.
6. Perform regular accounting of all assets owned, purchased, or sold, as well as movement of assets into and out of the Fund accounts.
7. Coordinate activities with the Treasurer of SFL to minimize the workload of the latter in meeting accounting and reporting requirements with regard to the Fund and its assets.
GENERAL INVESTMENT PRINCIPLES

1. Investments shall be made solely in the interest of the beneficiaries of the Fund.

2. The Fund shall be invested with the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent person acting in like capacity and familiar with such matters would use in the investment of a fund of like character and with like aims.

3. Investment of the Fund shall be diversified as to minimize the risk of large losses.

4. Cash is to be employed productively at all times, by investment in short term cash equivalents to provide safety, liquidity, and return.
INVESTMENT OBJECTIVES

In priority order, the objectives for investment management of fund assets shall be:

· Preserve the Purchasing Power of the Fund -- Consistent with the specific investment guidelines below, the Manager should make reasonable effort to preserve the Fund’s purchasing power with an emphasis on a long-term time horizon, understanding that losses may occur in individual asset classes and securities.
· Avoid Excessive Risk -- Diversify the portfolio by asset classes and securities within each asset class and minimize volatility for a given expected rate of return.  

· Insure Liquidity -- To minimize the possibility of loss occasioned by the forced sale of a security, accumulate sufficient cash resources each year to fund the annual withdrawal for SFL operating expenses. 

GOALS AND POLICIES FOR USE OF THE FUND 
It is a goal of Ski for Light that permanently restricted balances in the Endowment Fund, and future donations to it, remain available in perpetuity to provide income for the operating expenses of the organization.  To attain this goal, the primary investment objective of this Fund is to maintain purchasing power.  That is, to grow the aggregate portfolio value, net of spending, at or above the rate of inflation over the investment horizon.  The Fund’s specific investment objectives are presented below in this document.

Ski for Light seeks to balance the obligation of preserving the principal of its Endowment Fund with using its proceeds for meeting the organization’s operating expenses.  According to the SFL Bylaws, a maximum of 5.5 percent of the Fund's market value may be withdrawn annually for funding operating expenses.  Payout and investment returns are subject to market volatility and are not consistent or predictable.  To mitigate payout volatility resulting from variations in investment returns, it is the policy of SFL to withdraw funds from its Endowment to its operating account each year based on the average market value of the Endowment Fund for the preceding twelve quarters.  The annual payout may be taken at any time during the year, but in recent years, it has been taken toward the end of SFL’s fiscal year, which runs from July 1 – June 30.  
Future contributions to this Fund are unpredictable.  As a result, the Budget and Finance Committee has set an investment strategy with the objective of maintaining purchasing power of the Fund’s assets before consideration of gifts.  Thus, future giving will serve to increase the purchasing power of the Fund.  According to SFL policy, gifts of common stock or any other non-cash assets shall be liquidated as soon as feasible and the proceeds shall be invested in the Fund per the asset allocation guidelines.
SPECIFIC INVESTMENT GOALS

Over the investment horizon established in this statement, it shall be the goal of the Investment Manager that the aggregate Fund exceed the greater of:
1. A real rate of return, net of all fees, of 5.0 percent (as adjusted by the consumer price index),  or
2. The return of the blended market indices designated below as the “Evaluation Benchmark.”
The investment goals above are the objectives for the aggregate Fund, and are not meant to be imposed on each investment account (if more than one account is used).
MANAGING RISK

The Investment Manager shall seek to minimize risk in a manner consistent with the Fund's Investment Objectives and Specific Investment Guidelines as set forth in this document.  Risk shall be managed through:
1. Diversification:  The Fund shall include a portfolio diversified by asset classes and securities within each asset class.

2. Volatility Minimization:  The Fund will invest in a diversified portfolio that will minimize volatility for a given expected rate of return. 

LIQUIDITY

To minimize the possibility of loss occasioned by the forced sale of a security, the Investment Manager shall manage the fund to accumulate sufficient cash resources each year to fund the annual withdrawal for SFL operating expenses.  To that end, a portion of the Fund, not to exceed 7 percent, shall be invested in cash or short-term cash equivalents to provide liquidity.
The Budget and Finance Committee will notify the Investment Manager in a timely manner regarding the timing and percentage of the annual payout from the Fund, to allow sufficient time to build up the necessary liquid reserves. 
SPECIFIC INVESTMENT GUIDELINES


APPROVED INVESTMENTS

The Investment Manager may invest in individual securities, mutual funds, exchange‑traded funds, and fixed‑income securities, including individual corporate bonds. 

Investments in individual securities will be limited to those companies with a capitalization of $300 million or greater.

All direct investments in equities shall be traded in U.S. markets, on recognized exchanges, and must have a consistently liquid market. 

Direct investments in foreign securities not listed on U.S. exchanges are not permitted 

The effective duration of fixed income securities (in total) shall be within 20 percent of the duration of the fixed income benchmark specified below.   The average credit quality rating of bonds in the portfolio shall be at least “A‑,” as defined by either S&P or Moody's.  For bonds with split ratings, the lowest rating will be applied. 

In order to maintain sufficient diversification, investments in individual securities in aggregate will be limited to no more than 30 percent of the total assets of the Fund until the total assets of the Fund exceeds $600,000.  At that time, the 30 percent limitation will be reviewed and greater use of individual securities as part of a disciplined and defined separate account strategy may be allowed.  

Concentration in any single security shall be limited to five percent of the total portfolio by cost.  Concentration in any one industry, economic sector, geography, security type, or maturity shall not be excessive relative to world markets, without prior written approval from the Budget and Finance Committee.

PROHIBITED INVESTMENTS

The Investment Manager is prohibited from using the assets of the Fund to engage in short sales, options trading, or margin transactions or directly investing in commodities, futures, derivatives, private placements, private partnerships, limited partnerships, leveraged transactions, or real estate.   

ASSET ALLOCATION GUIDELINES

Management of the assets of the Fund shall be in accordance with the following asset allocation guidelines:






Lower 

    Strategic 

Upper







Limit 

  Allocation 

Limit

Domestic equities 

37%

         47%

   57%
International equities 

10%

         15%

   20% 
Fixed Income


30%

         37%

   45%


Cash and cash equivalents
  0%

           1%

     7%

Holdings of domestic and International equities should include a balance of funds that include large, medium, and small cap equities.  Consistent with the above investment objectives, the portfolio should also include a balance of funds with varying approaches to growth, risk, and income.
The Investment Manager, in consultation with the Budget and Finance Committee, shall rebalance the portfolio at least annually to more closely align with the above Strategic Allocation.  If, however, at any time, the Fund shall fall out of compliance with any of the upper or lower limits of the Asset Allocation Guidelines, the Investment Manager shall notify the SFL Budget and Finance Committee within 5 business days and shall recommend measures to bring it back into compliance within the following 10 business days.

EVALUATION BENCHMARK 

The total return of the Fund will be benchmarked against a policy index based upon the strategic asset allocation of the Fund to the broad asset classes in the above table.  Specific benchmarks will be chosen by the Budget and Finance Committee in consultation with the Investment Manager.  The initial policy index shall be a weighted index composed of:

· 47 percent   The Russell 3,000
· 15 percent - The MSCI All Country World ex-US (Net)
· 38 percent - Barclays   Aggregate Bond
PERFORMANCE REVIEW AND EVALUATION

The Investment Manager shall generate performance reports and communicate them to the Budget and Finance Committee at least quarterly.  For the benefit of visually impaired members of the Ski for Light community, any written communication or presentation from the Manager to the Budget and Finance Committee or to the Board shall be in a format that is accessible to commercially available screen readers, to the greatest extent possible.  
The investment performance of the total portfolio will be measured against the evaluation benchmark set forth above.  The performance of individual components of the portfolio will be measured against commonly accepted benchmarks appropriate to the specific asset classes of those components.
The Budget and Finance Committee will base its review and evaluation on the extent to which the investment results are consistent with the investment objectives, goals, and guidelines set forth in this statement.  The Budget and Finance Committee intends to evaluate the portfolio over at least a three-year period, but reserves the right to terminate a manager for any reason including the following:
1. Investment performance that is significantly less than anticipated given the discipline employed and the risk parameters established, or unacceptable justification of poor results.  

2. Failure to adhere to any aspect of this statement of investment policy, including communication and reporting requirements.  

3. Significant qualitative changes to the investment management organization.
INVESTMENT POLICY REVIEW

To assure continued relevance of the guidelines, objectives, financial status, and market expectations as established in this statement of investment policy, the Budget and Finance Committee plans to review this Investment Policy Statement at least annually.

This Investment Policy Statement was adopted on June 30, 2015 by the Board of Directors of Ski for Light, Inc.
Scott McCall
_______________________________________
President
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