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Purpose

To ensure that retained earnings of the company be invested in a manner that is profitable and prudent, ensuring that the assets are available for future use and, at a minimum, maintain their purchasing power over the long term.

Policy

Because of the variety of requirements for the assets of LCHC, available assets are to be divided into three classes, subsequently described as the Operating Fund, Short Term Investments, and Long Term Investments. Each is to be managed in accordance with its respective policy described herein. Funds received from third party grantor agencies will not be invested or otherwise earn interest.

Operating Fund

Amount and Liquidity

At least 30 days of operating expenses, approximately $700,000, is to be invested in instruments with minimal risk and immediate liquidity.

Risk, Return and Time Horizon

Given the short term use of these funds, it is critical that the invested assets consistently maintain or improve their purchasing power. An operating fund is to be maintained as long as the company is in existence.

Management and Reporting

Management of the Operating Fund is completely at the discretion of the Financial Management. Standard financial reports presented to the board of directors will suffice to show the adequacy of cash flow to the Operating Fund.

Allowable Investment Vehicles

· Bank Accounts and Money Market Equivalents of High Quality Banks

Or, as recommended by advisor(s) retained by management for the purpose of managing these assets.

Short Term Investments

Amount and Liquidity

An additional 90 days of operating expenses, currently about $2,000,000, will be invested in instruments with low risk and high liquidity, since these will be the first funds accessed to supplant the Operating Fund in the event of a prolonged negative cash flow and for significant capital expenditures.

Risk, Return and Time Horizon

The amount of time these assets might remain invested is long. However, some circumstances could dictate that a substantial portion of the assets be available for use within a few months’ or years’ time, so the average investment risk accepted for these assets will be low. It is therefore critical that the invested assets consistently maintain or improve their purchasing power. It is expected that these investments will be maintained indefinitely, but will fluctuate in size based on the fiscal health, capital needs, and political and economic environment for the services of the company.

Management and Reporting

Management of Short Term Investments is at the discretion of the Financial Management. Management may retain independent experts to oversee the assets of the Short Term Investments.  Any expert retained for this purpose will enter into a contract with the company to invest and manage these assets in a prudent manner that is acceptable to management, and in a fiduciary manner that is consistent with these Policies and Guidelines. Management will review allocation between the Operating Fund and Short Term Investments as cash flow needs dictate and will have complete discretion for the transfer of funds between the Operating Fund and Short Term Investments. Management will review Short Term Investment performance at least annually.  

Allowable Investment Vehicles

· Money Market Equivalents

· Certificates of Deposit issued by High Quality Banks

· U.S. Government Bonds (including Treasury Inflation Protected Securities, i.e., TIPS)

· Agency Bonds issued by U.S. Government sponsored enterprises (e.g. Fannie Mae)

· Bonds or Commercial Paper of High Quality Corporations

· Other Bonds or Bond Funds with no greater than Low principal risk and terms of five years and under

Long Term Investments

Amount and Liquidity

The remainder of the assets of the company (excepting the Retirement Fund) are to be invested in Long Term Investments, for which a lower level of liquidity is acceptable, so long as future cash needs are being periodically reviewed by management.

Risk, Return and Time Horizon

These assets will be invested in instruments with no greater than low to moderate risk. Since the expected time these remaining assets will be invested is long, a diverse portfolio of assets invested in vehicles that contained some downside risk that could, in turn, lose value, would have a high probability for the recovery of at least the original principal by the time of use. However, given the mission and non-profit status of the company, consideration for moderating risk will override any expectation to maximize return. An appropriate mechanism for managing the risk of the invested assets is to diversify the assets across a series different investment securities.

Management and Reporting

Management of Long Term Investments is at the discretion of the Financial Management in consultation with the Finance Committee of the Board of Directors. Management may retain independent experts to oversee the assets of the Long Term Investments.  Any expert retained for this purpose will enter into a contract with the company to invest and manage these assets in a prudent manner that is acceptable to management, and in a fiduciary manner that is consistent with these Policies and Guidelines. Management will review allocation between the Long Term Investments and other assets as cash flow needs dictate and will make recommendations to the board or its representative(s) regarding transfers to and from Long Term Investments. Management will review Long Term Investment performance at least quarterly and report any significant anomalies or as requested to the board.  

Allowable Investment Vehicles

· Any of the Investments Listed for Short Term Investments

· Common Stock of High Quality Corporations

· Other Bonds or Bond Funds with no greater than Medium principal risk

· Other Stocks or Stock Funds with no greater than Average market risk

Or, as recommended by advisor(s) retained by management for the purpose of managing these assets.

Notes

Quality

Quality can be measured by ratings published by Standard & Poors or Moody’s or an equivalent rating agency. “High quality” refers to a rating of “A” or higher.

Applicability

This policy applies to all monetary assets of the company.







