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Introduction

The Yakima Schools Foundation is a 501(c)(3) nonprofit organization.  The Foundation’s mission is to enhance educational programs offered within Yakima School District No. 7 by raising money to fund immediate needs, establishing and maintaining perpetual funding sources, and increasing community involvement in the Yakima Public Schools.  In order to provide appropriate stewardship of the different types of funds received, the Foundation desires to establish this Investment Policy Statement.

In brief, the funds received by the Foundation can be grouped into three categories.

	Category 1:
	Funds whose principal is permanently restricted as to purpose, but whose income may be used for certain designated programs.  These funds serve as a perpetual source of revenue for these designated educational programs and for the administration of the Foundation.  These monies will be referred to as Endowment Funds.

	
	

	Category 2:
	Funds whose principal and interest is temporarily restricted as to educational purpose or time as designated by donors, granting agencies, or the Board, and which will be expended as the designated conditions are met. These monies will be referred to as Program/Grant Funds.

	
	

	Category 3:
	Funds whose principal and interest are unrestricted and may be used for operations of the Foundation or for any educational program if operational needs have been satisfied.  These monies will be referred to as Operational Funds.


Based on these different Categories of funds, it is the intent of this Investment Policy to establish

goals, objectives and strategies that will:

A. Create reasonable expectations and guidelines for the investment of the Foundation’s assets, that is, the funds in the different Categories described above.

B. Develop an investment structure for each of these Categories of funds by establishing certain “asset classes” and “asset allocations” among these classes, as appropriate. 

C. Provide for a well-diversified mix of these asset classes, expected to generate acceptable long and short term returns, where applicable, at a level of risk suitable to the Foundation.

D. Encourage effective communication between the Foundation, its Finance Committee and its Financial Advisor relating to the investment of the Foundation’s Endowment Funds.
The primary focus of this Policy will be on goals, objectives and strategies relating to the long term investment of Endowment Funds set forth in Category 1.  Investment goals for funds in Categories 2 and 3 are just as important, but additional objectives and strategies are not included because funds in these Categories must be available and are routinely expended in the short term. The accounts in which funds in each Category are currently invested are shown in Attachment A.
Category 1: Endowment Funds
A.   Investment Goals
The following financial goals of the Foundation have been established in conjunction with a comprehensive review of current and projected financial requirements:
1. Rate of Return: To earn a reasonable rate of return on the investment of these funds that allows for long term equity preservation through modest growth, while generating income for programs and the administration of the Foundation;
2. Time Horizon: To achieve the desired rate of return within a period of 7-10 years.

3. Risk Tolerances: To tolerate some interim fluctuations in market value in order to achieve the desired rate of return within the designated Time Horizon.

4. It is the intention of the Foundation that the principal be preserved and that only earnings be used to respond to program requests.  However, there may be an exception to this policy if there is unanimous agreement between the Foundation Board and Finance Committee that the need is compelling and warrants the invasion of principal.  This invasion of principal, however, must not exceed 5% of the principal. Unrealized earnings from these investments will not be expended.  This approach is intended to fulfill the dual goals of maximizing the return on its Endowment accounts while at the same time providing a continuing source of money for programs funded by these investments.

B.  Objectives

1. In order to achieve the desired rate of return, during the expected Time Horizon and within the proposed Risk Tolerances, the Foundation will invest the principal of its Endowment Funds in various asset classes.  This process is also known as “Asset Allocation,” a method which research suggests may have an important impact on portfolio performance.

2. It is the intention of the Foundation that the principal appreciates to keep pace with inflation.  All income from the investment of each Endowment Fund will be transferred to a separate Dividend Reserve account and invested in accordance with the goals established for Category 2 Funds. Foundation policy provides that dividends earned and transferred to this Reserve Account at any time during one fiscal year will, at the beginning of the next fiscal year, be apportioned pro-rata to each of the programs or purposes for which the Endowment Funds were established and may be expended at any time during such year.  Dividends not so expended will, in the following fiscal year, be returned pro-rata to each of the Endowment Accounts to be reinvested as Category 1 Funds according to the asset allocation process. 

C. Strategies

1. After reviewing the long-term performance and risk characteristics of various asset classes and balancing the risks and rewards of market behavior, it has been determined that the Foundation’s Endowment Funds will be invested in and allocated to the asset classes shown below. 

2. A certain percentage of these Funds will be invested in each asset class. The percentage invested is referred to as the “Target Allocation”, and the percentage invested may vary within the “Acceptable Range”. The purpose and/or policy relating to these investments is also described below.

	        Asset Class
	Target Allocation
	Acceptable Range

	

	A.  
	Money Market (Cash)
	15 %
	10 – 25 %

	

	
	Return Objective: 
	Achieve a competitive yield in the marketplace

	
	Risk Tolerance: 
	All investment will be held in federally insured accounts.

	
	Liquidity:  
	Liquidity is of paramount importance.

	

	B.  
	Fixed Income
	25 %
	20 – 60 %

	

	
	Return Objective:
	Achieve a competitive total return in the marketplace.

	
	Risk Tolerance:
	Any individual bond or CD portfolio must maintain an average duration of 7 years or less and be rated invest-ment grade (Baa/BBB or better).  Such allocation may be made by reference to fund portfolios or other investment opportunities.

	

	C.  Equity Securities
	60 %
	35 – 65 %

	

	
	Return Objective:
	Provide for sufficient growth and dividend income to offset inflation through a diversified portfolio of equity securities/mutual funds and achieve a competitive total return in the marketplace.

	
	Risk Tolerance:
	Individual equities/mutual funds should carry risk characteristics appropriate to meet the objectives of the account.  Such allocations may be made by reference to  fund portfolios or other investment opportunities.

	
	Allowable Assets:
	Common stocks, similar investments, and exposure to these investments via mutual funds.


3. The percentage allocated to each asset class may vary as much as plus or minus 5% depending upon market conditions. When necessary, the acquisition of additional assets in this Category, whether from the receipt of new Endowment Funds and/or the return on existing Endowment Funds, will be invested and/or re-balanced in a manner consistent with the above asset allocation strategy.

4. The performance of the actual investments within each asset class will be reviewed at least quarterly.  The performance of these investments, together with the asset allocations, target allocations and acceptable ranges will be assessed at least annually.
5. With regard to the investment of its Endowment Funds, the Foundation will establish a relationship with a Financial Advisor based on the following:

a. The Foundation with its Finance Committee will periodically seek the assistance of the Financial Advisor:

(1) in making appropriate asset allocation decisions based on the particular needs, objectives, and risk profile of the Foundation.

(2) in selecting and allocating of asset classes.

(3) in reviewing the suitability of the investments for the Foundation.

b. The Finance Committee will periodically communicate with the Foundation’s Financial Advisor regarding the performance of the Foundation’s Endowment investments, and will review, at least quarterly, reports from the Financial Advisor that indicate:

(1) a list all investments in each asset class and all transactions affecting these assets.

(2) the performance of all investments in each asset class during the last: quarter, 12 months, 3 years and 5 years.

(3) the performance results of comparative benchmarks for all investments in each asset class for the same periods.

c. Recognizing that short-term fluctuations may cause variations in performance, the Foundation with the assistance of its Finance Committee will, on a regular basis, evaluate the performance of the Financial Advisor from a long-term perspective. 

d. The Foundation will provide its Financial Advisor with a copy of this Investment Policy and, from time to time, with information regarding any changes in its financial needs, goals, objectives, and strategies which it believes may affect the investment of its Endowment Funds.

e. It is the intent of the Foundation that its Financial Advisor will not take title to any assets and shall be responsible only to make recommendations to, and implement investment decisions of, the Foundation and its Finance Committee.
Category 2: Program/Grant Funds

A. Investment Goals

1. Preserve equity for the short term.

2.  Generate maximum income available in short-term investments without endangering equity.

3.  Be sufficiently liquid that funds are available without penalty when needed.
Category 3: Operational Funds
A.  Investment Goals

1. Assure preservation of assets.

2. Be sufficiently liquid that funds are available without penalty when needed.

3. Maintain nominal balances in a checking account and transfer all other funds to federally insured investments that generate maximum earnings without sacrificing liquidity.
The Foundation will review this Investment Policy at least annually, preferably at the beginning of each fiscal year, to evaluate the continued relevance and feasibility of its investment goals, objectives, and/or strategies.
THIS INVESTMENT POLICY IS SUBJECT TO CHANGE

AT ANY TIME BY ACTION OF THE FOUNDATION’S

BOARD OF DIRECTORS.

ADOPTION

This Investment Policy of the Yakima Schools Foundation is adopted by and through resolution of its Board of Directors on this the ____ day of ________________________, 20___.

By: ____________________________

      Aaron Arndt, President
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	Category/Account Description
	Additional Explanation

	

	Category 1: Endowment Funds

	
	

	General Endowment
	Income will be expended at the discretion of the Board of Directors.

	
	

	Art Education Endowment
	Income will be used to support art education.  The bulk of the corpus is dedicated to K-5 fine arts education.  A small fraction is less restricted, but must be used to support art education.

	Arts-Performing
	Income will fund programs defined as active participation in the performing arts; including music, drama and dance.

	William O. Douglas Endowment
	Income will be used to support a Debate Program at Davis High School.

	Literacy Endowment
	Income will fund programs to promote and improve student literacy.

	Dean Starr Endowment
	Income will be used to help high school students participate in leadership, educational and enrichment opportunities.

	
	

	Cecil Zylstra Endowment
	Income will be used to support a Debate Program at Eisenhower High School.

	Dividend Reserve Account
	This account serves as a repository for income from other endowments accounts until such income is dispersed at the end of each fiscal year for use in the next fiscal year.

	
	

	Category 2: Program & Grant Funds

	
	

	Money Market Account
	Account for program/grant funds prior to disbursement.

	
	

	Certificate of Deposit
 
	*Given in memory of Lawrence Countryman, the money is to be used to fund scholarships for students graduating from the Stanton Academy or its successor institution.  Scholarships are not to exceed $1000 per person per year, but this is not a true endowment.  It is expected that the principal will be consumed.

*Established in honor of William O. Douglas, scholarships of $1500 are awarded to one or two students who qualify through participation in the Davis High School William O. Douglas Writing Project.   

	
	

	Category 3: Operational Funds

	
	

	Money Market Account
	Account for operational funds prior to payment of expenses.

	
	

	Checking Account
	A nominal balance of $200 is kept to cover periodic bank charges. As needed, transfers are made from the Money Market Account to fund programs and pay operating expenses.


It is the intent of the Foundation that any donated property will be liquidated and the monies generated will be included in one of the above categories of funds as specified by the donor or as otherwise determined by the Board of Directors.  The Foundation may also assess administrative costs up to 5% upon receipt of any donation and up to 15% of all income from investments at the end of the fiscal year, prior to making these monies available for intended programs.
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