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Scope of this Investment Policy

This statement of investment policy reflects the investment policy, objectives, and constraints for the Funds held on behalf of SS John and Paul Catholic Church in Altoona, Iowa.  

Purpose of this Investment Policy Statement

This statement of investment policy is set forth by the Pastor of the Parish and is created to accomplish the following:

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 of Fund assets.

3. Offer guidance and limitations regarding the investment of Fund assets.

4. Establish a basis for evaluating investment results. 

5. Establish a framework for managing Fund assets according to prudent standards.

6. Establish relevant investment objectives 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 Fund assets toward the desired results.  It is intended to be sufficiently specific to be meaningful, yet flexible enough to be practical.

Delegation of Authority

The Pastor is responsible for directing and monitoring the investment management of Fund assets managed on behalf of the Parish.  The Pastor relies on the guidance of the Business Manager and Finance Council of the Parish.  Additionally, the Pastor is authorized to delegate certain responsibilities to professional experts in various fields.  These include, but are not limited to:

1. Investment Management Consultant.  The consultant may assist the Investment Committee in: establishing investment policy, objectives, and guidelines; selecting investment options and advisors; reviewing such investment options over time; measuring and evaluating investment performance; and other tasks as deemed appropriate.

2. Investment Advisor(s).  The investment advisor possesses the authority to recommend the purchase, sale or holding of specific securities that will be used to meet the Fund’s investment objectives.  

3. Custodian.  The custodian will physically (or through agreement with a sub-custodian) maintain possession of securities owned by the Fund, collect dividend and interest payments, redeem maturing securities, and effect receipt and delivery following purchases and sales.  The custodian may also perform regular accounting of all assets owned, purchased, or sold, as well as movement of assets into and out of the Fund accounts.

4. Co-Trustee.  The Pastor may appoint an outside individual or entity, such as a bank trust department to be co-trustee.  The Co-trustee will assume fiduciary responsibility for the administration of Fund assets.

5. Additional specialists such as attorneys, auditors, and others employed to assist in meeting its responsibilities and obligations to administer Fund assets prudently.

Those experts to whom authority is delegated as outlined above will be held responsible and accountable to achieve the objectives herein stated.  While it is not believed that the limitations will hamper any of the experts described above, each should request modifications which they deem appropriate.

If such experts employed are also deemed to be fiduciaries, they must acknowledge such in writing.  All expenses for such experts must be customary and reasonable, and will be borne by the Fund as deemed appropriate and necessary.

Definitions

1. “Fund” shall mean the assets held on behalf of SS John and Paul Catholic Church.

2. “Parish” shall refer to SS John and Paul Catholic Church.

3. “Pastor” shall mean the priest assigned pastoral responsibilities of the Parish.

4. “Business Manager” shall mean the individual hired to direct day to day financial matters of the Parish on behalf of the Pastor.

5. “Finance Council” shall refer to certain members of the “Parish” who function as a volunteer committee to advise the “Pastor” on financial matters pertaining to the Parish.

6. “Investment Advisor” shall mean any individual or group of individuals employed to recommend the purchase or sale Funds held on behalf of the Parish.

7. “Investment Manager Consultant” shall mean any individual or organization employed to provide advisory services including, advice on investment objectives and/or asset allocations, manager search, and performance monitoring.

8. “Securities” shall refer to the marketable investment securities which are defined as acceptable in this statement. 

9. “Investment objective” shall be the approach utilized for investing Funds on behalf of the Parish, as set forth in this statement.  The investment objective for all funds shall be re-evaluated at least annually.

Investment Objectives

Funds held on behalf of the Parish shall generally be invested using techniques that emphasize growth and rising income potential with a secondary goal of current income.  Over the long term, the portfolio of Funds should maintain a moderate to higher risk profile with an asset allocation of approximately 65% to equities and 35% to income and cash.  However, this policy statement recognizes the short-term challenges of adhering to these guidelines (i.e. due to market movements) and as such periodic re-balancing (i.e. at least annually) of Funds shall occur to align with the asset allocation described above.  

It is recommended that principal invested in each Fund be preserved unless the Parish is in significant financial need as determined by the Pastor in consultation with the unanimous agreement of the Finance Council.  Funds should generally be used for purposes of facilities maintenance, expansion, remodeling of facilities and other improvements.

It is understood by the Pastor, Business Manager and Finance Council that certain portions of Funds are based on bequests to the Parish.  It is further understood that those bequests, while considered principal, do not have any restrictions on permitted use.  

Assignment of Responsibility

Responsibility of the Investment Advisor(s)

Each Investment Advisor will have authority to make all investment recommendations for the assets placed under its jurisdiction, while observing and operating within all policies, guidelines, constraints, and philosophies as outlined in this statement.  However, these recommendations must ultimately be agreed upon by the Pastor before implementation can occur.  Specific responsibilities of the Investment Advisor shall include, but not be limited to the following:

1. Investment recommendations including advice on decisions to buy, sell, or hold individual securities and to alter asset allocations within the guidelines established in this statement.

2. Reporting on a timely basis, quarterly investment performance results.

3. Communicating any major changes to the economic outlook, investment strategy, or any other factors which affect implementation of investment process, or the investment objective progress of the fund’s investment management.

4. At the Pastor’s direction, informing the Pastor, Business Manager and/or the Finance Council regarding any qualitative change to investment management organization; Examples include changes in portfolio management personnel, ownership structure, investment philosophy, etc.

5. Voting proxies, if requested by the Pastor and the Investment Advisor is willing to take such responsibility.  Otherwise the Pastor will vote proxies and may consult with the Business Manager and Finance Council for this purpose.

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 care, skill, prudence, and diligence under the circumstances then prevailing that a prudent man acting in the 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 so as to minimize the risk of large losses, unless under the circumstances it is clearly prudent not to do so.

4. The Pastor may employ investment options of varying styles and philosophies that attain the Fund’s objectives.

5. Cash is to be employed productively at all times, with investment in short term cash equivalents to provide safety, liquidity, and return.

Definition of Risk

This policy statement recognizes there are many ways to define risk.  Any person or organization involved with the process of managing the Fund assets should understand how it defines risk so that the assets are managed in a manner consistent with the Fund’s objectives and investment strategy.  This policy statement defines risk as measured by the standard deviation of the portfolio (i.e. volatility of the average return).  This policy statement establishes that a standard deviation falling in a range of plus or minus three-to-five percent of the standard deviation of a blended benchmark weighting consisting of 65% to the Standard and Poor’s 500 Index (Domestic Stock) and 35% to the Barclays Aggregate Bond Index (Domestic Bonds) over a full market cycle (approximately five years) is appropriate for the Funds managed on behalf of the Parish.  

There may be circumstances based on extraordinary market events where the Pastor and Finance Council may be willing to accept a greater degree of change from our intended standard deviation target to avoid excessive transactions or deviations from our long-term intended allocation.  However, this use of discretion should be prudently applied with the full knowledge of all Finance Council members and with the approval of the Pastor after consultation with the Investment Advisor.

Investment Guidelines

The following asset classes may be utilized for Funds invested on behalf of the Parish:

Allowable Assets

1. Cash Equivalents

· Treasury Bills

· Money Market Funds

· Commercial Paper

· Banker’s Acceptances

· Repurchase Agreements

· Certificates of Deposit

2. Fixed Income Securities

· U.S. Government and Agency securities

· Corporate Notes and Bonds

· Mortgage Backed Bonds

· Preferred Stock

· Fixed Income Securities of Foreign Governments and Corporations

· Planned Amortization Class Collateralized Mortgage Obligations (PACCMOs) or other “early tranche” CMOs

3. Equity Securities

· Common Stocks

· Convertible Notes and Bonds

· Convertible Preferred Stocks

· American Depository Receipts (ADRs) of Non-U.S. Companies

· Stocks of Non-U.S. Companies (Ordinary Shares)

4. Mutual Funds

· Mutual Funds which invest in securities as allowed in this statement.

5. Other Assets

· Guaranteed Investment Contracts (GIC)

Stock Exchanges

To ensure marketability and liquidity, investment advisors will execute transactions through the following exchanges: New York Stock Exchange; American Stock Exchange; and NASDAQ over the counter market.  In the event that an Investment Advisor determines there is a benefit or need to execute transactions in exchanges other than those listed in this statement, written approval is required from the Pastor.

Prohibited Assets

Prohibited investments include, but are not limited to the following:

1. Commodities and Future Contracts

2. Private Placements

3. Options

4. Limited Partnerships

5. Venture-Capital Investments

6. Individual Real Estate Properties

7. Interest-Only (IO) and Principal-Only (PO) Tranches of CMO’s

Prohibited Transactions

Prohibited transactions include, but are not limited to the following:

1. Short Selling

2. Margin Transactions for the purposes of speculative securities purchases

Asset Allocation Guidelines

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

1) Maximum allocation to each asset class is prescribed below:

i. Fixed Income 


50.0%

ii. U.S. Large Cap Stock

80.0%

iii. REIT



5.0%

iv. U.S. Small Cap Stock

20.0%

v. International Stock

25.0%

vi. High Yield Fixed Income
5.0%

2) The Investment Advisor may utilize Securities whose investment disciplines require investment outside the established asset allocation guidelines.  However, taken as a component of the aggregate, such disciplines must fit within the overall asset allocation guidelines established in this statement.  Such Investment Advisor(s) will receive written direction from the Pastor regarding specific objectives and guidelines.

Diversification Guidelines

The Pastor and Finance Council does not believe it is critical that securities held in the Fund represent a cross section of the economy.  However, in order to achieve a prudent level of portfolio diversification, the securities of any one company should not exceed 5% of the total fund at market value, and no more than 20% of the total fund should be invested in any one industry.

Guidelines for Individual Fixed Income Securities and Cash Equivalents

1. Fund assets should be allocated to the “Fixed Income” bucket may be invested only in investment grade bonds at the time of their purchase.

2. Fund assets may be invested only in commercial paper rated A1 (or equivalent) or better.

3. Fixed income maturity restrictions are as follows:

· Maximum maturity for any single security is 30 years.

· Weighted average portfolio duration may not exceed 10 years.

· The portion of the Funds invested in bonds shall have an average expected portfolio effective duration within a 25% range of the comparable index listed in the appendix for each fund.

4. Money Market Funds selected shall contain securities whose credit rating is at least A1/P1 by Standard and Poors, and/or Moody’s.

Social Responsibility
The Pastor and Finance Council is called to exercise faithful, competent and socially responsible stewardship in how it manages its financial resources.  As a Catholic organization, the Parish draws the values, directions, and criteria which guide its financial choices from the Gospel and the universal church teaching.  The Pastor believes that he will be meeting the needs of the Diocese and society by avoiding companies whose primary business may harm society in one or more ways.

Expectations of Social Investing
The Pastor and Finance Council directs Investment Consultants and Investment Advisors to follow the Socially Responsible Investment Guidelines and Policies of the United States Conference of Catholic Bishops.  These investment policies cover the following areas: protecting human life, promoting human dignity, reducing arms production, pursuing economic justice, protecting the environment, and encouraging corporate responsibility.  A copy of the policies and guidelines, dated November 12, 2003, is posted at www.usccb.org/finance.

The Pastor and Finance Council recognize the Investment Advisor may not be able to recommend mutual funds that strictly follow these socially responsible guidelines.

Investment Performance Review and Evaluation

Performance reports generated by the Investment Advisor shall be completed at least quarterly and communicated to the Pastor and Finance Council for review.  The investment performance of total portfolios, as well as asset class components, will be measured against commonly accepted performance benchmarks.  Consideration shall be given to the extent to which the investment results are consistent with the investment objectives, goals, and guidelines as set forth in this statement.  The Pastor and Finance Council intends to evaluate the portfolio (s) over at least a three-year period, but reserves the right to terminate a manager for any reason including the following:

· Investment performance which is significantly less than anticipated given the discipline employed and the risk parameters established, or unacceptable justification of poor results.

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

· Significant qualitative changes to the investment management organization.

Funds shall be reviewed regularly regarding performance, personnel, strategy, research capabilities, organizational and business matters, and other qualitative factors that may impact their ability to achieve the desired investment results. 

Investment Policy Review

To assure continued relevance of the guidelines, objectives, financial status and capital markets exceptions as established in this statement of investment policy, the Pastor, in consultation with the Finance Council of the Parish plans to review investment policy at least annually.
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