NONPROFITS’ UNITED

INVESTMENT POLICY
The investment policy of NonProfits’ United is to achieve an optimum rate of return (defined as income plus realized and unrealized capital gains and losses) on available assets not required for current operating needs. An appropriate risk level shall be maintained by primarily purchasing securities that are liquid, marketable and of high quality.

SOCIAL RESPONSIBILITY

NonProfits’ United characterizes the investment management of the Pool's assets as a process of alternative investing. The Board of Directors believes that it will be meeting the needs of NonProfits’ United and society by investing in companies that meet socially desirable characteristics, as defined by the Board. However, the Board of Directors' first priority in the investment management process is to meet the needs of NonProfits’ United and our members, investment quality must not be sacrificed in order to fund an alternative investment with socially desirable characteristics.

INVESTMENT OBJECTIVES

A. To assure the safety of principal,

B. To retain liquidity to meet projected and unexpected cash needs of the Pool.

C. To attain the best available yield while retaining liquidity and minimizing risk.

These objectives are ranked in order of importance. However, within the constraints imposed by the objectives of safety of principal and liquidity, the investment goal is to obtain the highest possible yield. No "speculative" activity on securities is permitted.

INVESTMENT GOAL

It is the goal of NonProfits’ United that the aggregate of our assets meet or exceed an absolute annualized total rate of return of 6% over rolling 3-year time periods.
INVESTMENT SECURITIES AND DIVERSIFICATION

All investments and deposits shall conform to the applicable provisions of the law.

A. Permitted Securities

1. United States Treasury Securities.

2. Obligations of United States Government Agencies.

3.  Corporate Debt: bonds, notes, debentures, and MTNs. 

4. Municipal Bonds.

5. Asset-backed securities and commercial mortgage-backed securities (AAA-rated).

6. Certificates of Deposit in any FDIC Insured U.S. banks with which NPU may have a credit or other business relationship. Use of Savings and loans should be limited to the largest 10 Savings and Loans up to $100,000 per institution. 

7. Bankers'Acceptances of U.S. banks.

8. Negotiable Certificates of deposit

9. Passbook savings account demand deposits.

10. Commercial Paper: only tier one or AI /PI.

11. Repurchase and Reverse Repurchase Agreements.

12. Common stocks: preference for socially responsible companies. 

13. Mutual Funds: investing in only securities considered “permitted" by this policy.

#’s 6, 7, 8 and 9 above must be insured and collateralized.

B. Portfolio Diversification - To support the stated investment objectives, the portfolio will be diversified to sufficiently minimize risk as well as to assure adequate liquidity and marketability of the invested fund. NonProfits’ United's investment parameters are as follows:

Investment                                Acceptable Range

Stocks                                
0% - 33% (of portfolio)

Bonds



0%  - 100% (of portfolio)

Government/Agency Bonds 
0%  - 100% (of portfolio)

Corporate Bonds                      
0%  -  60% (of bond portfolio)



Mortgage-backed Securities   
0%  -  40%  (of bond portfolio) 

Municipal Bonds                      
0% - 80% (of bond portfolio)

Cash and CDs     
        
0%  - 100% (of portfolio)

C. Portfolio Maturity Constraints - To minimize interest rate risk and to ensure adequate liquidity in relationship to the Corporation's liabilities, the following maturity limits have been established:

Average Life

Overall Fixed Income 

0 - 10 years 

Corporate Bonds 

0 - 10 years 

Mortgage-backs

0 - 12 years (at time of purchase)

Government/Agency

0 - 10 years 

Municipal Bonds

0 - 10 years

D. Bond Portfolio Quality Parameters - To minimize the possibility of loss to the corporation's portfolio from default, only the highest quality securities will be purchased. 

Fixed income securities should have a minimum credit rating of A3/A- at the time of purchase.  An average overall bond portfolio credit rating of single A shall be maintained, In the even of a security downgrade below A3/A-, the investment manager shall notify the NonProfits’ United Executive Director.  Non Government/Agency issuers should be limited to 5% of the total bond portfolio market value at the time of purchase.

E. Equity Portfolio Quality Parameters
The equity portfolio must be diversified across economic sectors and industries.

No individual issue may exceed 5% of the total equity portfolio market value at the time of purchase.

No equity holding may exceed 5% of the outstanding voting shares of the issuing corporation,

The issuing corporation must have a market capitalization over $2 billion at the time of purchase.

Authorized investments for the equity portfolio include domestic stocks, ADR’s and foreign stocks that trade regularly on U.S. exchanges.

F. Usage of Derivatives - To ensure prudent and proper use of derivative securities in the portfolio, the following types of issues are prohibited:

Support Tranches, Interest Only/ Principal Only Bonds, Floaters, Inverse Floaters, and other similarly structured securities.

INVESTMENT PRACTICES

A. General - While the primary objective of our investment policy is the safety of principal, NonProfits’ United should attempt to obtain the highest yield possible. Within the constraints of liquidity to meet cash flow needs, the portfolio may be shifted to take best advantage of rising or falling interest rates.

B. Investment Authority - The investment authority is vested with NonProfits’ United Treasurer and Executive Director who are directly responsible to the Board of Directors.

A register of investments will be kept by the Treasurer and must be reviewed at least annually by the Board of Directors.

C. Safekeeping - NonProfits’ United will not normally take delivery of investment securities purchased. NonProfits’ United requires a timely confirmation of sale and a safekeeping receipt giving full particulars of all transactions and securities purchased. When a confirmation is accepted in lieu of a safekeeping receipt, such confirmation must clearly state that the securities are held in safekeeping and the location held if different from the bank or dealer issuing the confirmation.

INVESTMENT CONTROLS

A. The Treasurer oversees all the NonProfits’ United investments.

B. The Treasurer will submit the Investment policy to the Board of Directors for annual review.

C. The Treasurer will annually report to the Board of Directors showing the types of investments, institutions, dates of maturity, amounts of deposit, and interest rates.

INVESTMENT AUDITS

Once every other year the Board of Directors will provide for an external audit of NonProfits’ United investment activity to assure compliance with all applicable laws and policies.

Adopted by NonProfits’ United Board of Directors on October 17, 2003 at Oakland, California. 
_____________________________________________        _______________________

Roger Caldwell, Treasurer
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