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I.

DEFINITIONS

PURPOSE

This Investment Policy Statement was adopted by the Board of Directors of Wisconsin Public Radio Association (the "Board") to direct the prudent investment of its investment portfolio (the “Portfolio”) in a manner consistent with the investment objectives stated herein.  The Board has delegated financial oversight of the Portfolio to the Finance Committee. Duties and responsibilities of the Finance Committee are defined in Wisconsin Public Radio Association’s (WPRA) bylaws.
This Investment Policy Statement shall be used by the Finance Committee in executing its duty to oversee in managing, monitoring and reporting on the investment portfolio and the performance of any Portfolio's Custodian, Investment Managers, and Investment Advisor.
It is expected that this document will be reviewed annually by the Finance Committee.  Any revisions will be recommended to the Board for approval.

SCOPE

This Policy applies to all assets that are included in the WPRA investment portfolio of quasi and true endowments for which the Finance Committee has been given oversight.  Quasi and True endowments are defined by the Endowment Policy.  All Finance Committee decisions are subject to Board approval.  

FIDUCIARY DUTY

In seeking to attain the investment objectives set forth in this policy, the Finance Committee must act with the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent person in like capacity and familiar with such matters would use in the conduct of an enterprise of like character and with like aims.   
The prudent investor standards require that funds are invested in a manner that considers the following factors:

-- The duration and preservation of the fund,

-- The needs of the organization and the funds to make distributions and to preserve capital,

-- General economic conditions, 

-- The possible effect of inflation and deflation, 

-- The expected total return from income and the appreciation of investments, 

-- Other financial sources of the organization, 

-- The investment policies of the organization, and

-- An asset’s special relationship or special value to the purposes of WPR.
All investment actions and decisions must be based solely in the interest of the WPRA.  Fiduciaries must provide full and fair disclosure to the Finance Committee of all material facts regarding any potential conflicts of interests.
DEFINITION OF DUTIES

Board of Directors 
The Board has the ultimate fiduciary responsibility for the Portfolio.  The Board must ensure that appropriate policies governing the management of the Portfolio are in place and that these policies are being effectively implemented. To implement these responsibilities, the Board sets and approves the Investment Policy Statement and delegates responsibility to the Finance Committee for implementation and ongoing monitoring.   At least annually the Board will receive a performance report and review of the Investment Policy Statement from the Finance Committee. 

Finance Committee
The Finance Committee is responsible for implementing the Investment Policy.  This responsibility includes recommending investment strategy, recommending the hiring and firing of investment managers, monitoring performance of the investment portfolio on a regular basis (at least quarterly), and maintaining sufficient knowledge about the portfolio and its managers so as to be reasonably assured of their compliance with the Investment Policy Statement. The Finance Committee will report recommendations to the Board for approval.
Investment Advisor 
The Investment Advisor makes recommendations for investment strategy to the Finance Committee and invests assets in accordance with this Investment Policy.  The Investment Advisor provides regular printed reports and significant communications to the Finance Committee. The Investment Advisor will advise the Finance Committee regarding investment strategy, hiring and firing of investment managers, performance of the investment portfolio, and investment managers’ compliance with the Investment Policy Statement. The Investment Advisor will meet with the Board annually to review performance. 
Accountant
WPRA’s internal Accountant has daily responsibility for administration of the Portfolio and will consult with the Finance Committee and Board on all matters relating to the investment of the portfolio.  The Accountant will serve as primary contact for WPRA’s Investment Advisor and Custodian. 

II.

OBJECTIVES

The Performance Objective is to grow the market value of assets over a full market cycle (generally defined as a three year period) without undue exposure to risk.  In quantitative terms, the objective is to earn a total return of 5% annually.  Total return includes income from dividends and interest, as well as appreciation or depreciation in the price of the security, over a three year period.   The Investment policy reflects practices that provide stable, maximum income and cash flow to meet obligations funded by WPRA, while allowing the conservation of principle.  Capital appreciation of the investments may be used to meet these income and cash flow needs.

STRATEGY

Because the Portfolio is expected to endure into perpetuity, and because inflation is a key component in its Performance Objective, the long-term risk of not investing in growth securities outweighs the short-term volatility risk.   As a result, the majority of assets will be invested in equity or equity-like securities.  Fixed income securities will be used to lower the short-term volatility of the portfolio and to provide income stability, especially during periods of weak or negative equity markets.   Cash is not a strategic asset of the portfolio, but is a residual to the investment process and used to meet short-term liquidity needs.   Other asset classes are included to provide diversification (e.g. international equities) and incremental return (e.g. small cap equities). 
ASSET ALLOCATION



The general policy shall be to diversify investments within both equity and fixed income securities so as to provide a balance that will enhance total return while avoiding undue risk concentration in any single asset class or investment category.

As a long-term policy guideline, equity and fixed income investments will each constitute a range of 40-60% of the total assets, as in the chart below.
	  ASSET CLASS
	   TARGET
	ACCEPTABLE RANGE

	  Domestic Equity – Large

  Domestic Equity – Mid

  Domestic Equity – Small

  International Equities 
	    35%

      5%

      5%

    15%
	     30% - 40%

       0% - 10% 

       0% - 10%

     10% - 20%

	  TOTAL EQUITY
	    60%
	      

	  Fixed Income
	    40%
	      35% – 45%

	  TOTAL
	   100%
	  


Rebalancing
In maintaining these asset allocation targets, the Finance Committee will strive to remain within the allocation ranges with the intent of rebalancing to targets annually, more frequently if necessary.  The appropriateness of this allocation will be reviewed annually.
SPENDING POLICY FOR TRUE AND QUASI ENDOWMENTS

The distribution rate is based upon a total return approach, which utilizes both income and capital appreciation. The targeted allowable spending amount shall be up to 5% of the previous twelve-quarter average of the Fund Portfolio's market value.  Until the third year, the fund’s value from inception will be considered as the twelve-quarter average.  The formula shall be applied to the twelve quarters ending on March 31 of each year. These funds may be budgeted within the annual budget process, or the Director of WPR may recommend not to budget these funds, wherein the funds will be maintained and available for the subsequent year’s distribution.
In the event that the endowment funds are underwater, the board must determine what is prudent spending from the endowment. Underwater endowments are those where the market value ("MV") of the endowments are less than the historic value of the original donor-restricted gifts on the gift dates and any subsequent donor-restricted gifts on the gift.

Underwater quasi-endowments are those where the market value ("MV") of the quasi-endowments are less than the historic value of the original donor-restricted gifts on the gift dates and any subsequent donor-restricted gifts on the gift, less any principle spent for authorized purposes.
III.

IMPLEMENTATION

The Finance Committee’s intent is to select and retain the best investment managers to achieve targeted asset allocation and performance and to maintain long-term mutually beneficial relationships with these managers.   
TIME HORIZON 

The Finance Committee seeks to attain investment results over a full market cycle.  It does not expect that all investment objectives will be attained in each year and recognizes that over various time periods investment managers may produce significant over or under performance relative to the broad markets.  For this reason, long-term investment returns will be measured over a 5-year moving period.  The Finance Committee reserves the right to evaluate and recommend necessary changes regarding investment managers over a shorter-term using the criteria establish under "Manager Performance Objectives" below.

MANAGER PERFORMANCE OBJECTIVES 

All investment returns shall be measured net of fees. Each investment manager will be reviewed on an ongoing basis and evaluated upon the following criteria:
a. Ability to meet or exceed the median performance of a peer group of managers with similar styles of investing; 

b. Ability to produce a total return of 5% of both income and capital appreciation
c. Equity results, net of fees, to exceed the following benchmarks measured over a 5 year market cycle:

a. Large Cap

S&P 500

b. Mid Cap

Russell Midcap Index

c. Small Cap

Russell 2000 Index

d. International

MSCI EAFE Index

d. Fixed income results to exceed those of the Barcley’s Capital Intermediate Government/Credit Bond Index (A Rated or Better) measured over a 5 year market cycle.
e. Adherence to the guidelines and objectives of this Investment Policy Statement; and,

f. Avoidance of regulatory actions against the firm, its principals or employees.

Performance shall be evaluated based upon adherence to the stated philosophy and style of management at the time the investment manager was retained; continuity of personnel and practices at the firm; and, ability to outperform its respective target index.
IV.

GUIDELINES AND RESTRICTIONS

All investment managers of (pooled/mutual or separate) are expected to achieve all performance objectives and other criteria below. 

EQUITY INVESTMENTS
Equity investments may consist of common stocks, mutual funds, and/or exchange-traded funds and will be diversified in terms of industry, capital size, nation of origin, and styles (e.g. growth or value).  Equity investments will include:
a. No more than 20% of equity investments in companies not domiciled within the United States.  
b. No more than 5% of the equity assets invested in any one stock issue.  
c. Adequate diversification among economic sectors, maintained by investing no more than 40% of the portfolio in any one economic sector.   

d. No non-marketable securities;

e. With the exception of international managers, no non-dollar denominated securities; and

f. In the case of international managers, appropriate diversification with respect to currency and country exposure.

FIXED INCOME INVESTMENTS

Fixed Income Investments may consist of:

a. Securities of the U.S. Government or agencies.

b. Taxable fixed income securities with an overall  weighted average credit rating of “Aa” or better by Moody’s or “AA” or better by Standard & Poor’s 

c. Commercial paper and variable rate demand notes of domestic corporations rated A-1 or P-1 at time for purchase, or if unrated, restricted to those issuers whose long-term debt is rated A or higher by one of the major rating agencies.

d. Bankers’ acceptances and certificates of deposit of major domestic banks and                domestic subsidiaries of foreign banks meeting the quality criteria in item "c" above.

e. Repurchase agreements 100% collateralized with respect to market value plus              accrued interest in direct U.S. Government securities.

f. Money market funds adhering to the quality guidelines described in items "a-e" above.

g. Shares of open-end investment companies (mutual funds) and exchange-traded funds which meet the above stated guidelines and are consistent with the overall objective. Additional constraints on fixed income investments include the following:
· Duration within +/-20% of the effective duration of the benchmark index under normal conditions;

· With respect to the corporate sector of the portfolio, no more than 25% of the portfolio in any one economic sector;

· No position of any one issuer shall exceed 8% of the manager’s total portfolio as measured at market value except for securities issued by the U. S. government or its agencies.
CASH EQUIVALENTS 

Cash and cash equivalents must meet the following standards:

a. Maintain a maximum weighted average maturity of less than one year.

b. Invest no more than 5% of the manager’s portfolio in the commercial paper of any one issuer.  All commercial paper must have a minimum rating of A1/P1 by Standard & Poors’ and Moody’s, respectively 

c. Invest no more than FDIC covered limit ($250,000 until that limit expires and returns to $100,000) in bank accounts or certificates of deposit of any single issuer, unless the investments are fully collateralized by U.S. Treasury or agency securities.  Any Certificates of Deposit purchased must have with the highest credit quality rating from a nationally recognized rating.

d. Assure that no position of any one issuer shall exceed 8% of the manager’s total portfolio as measured at market value except for securities issued by the U. S. government or its agencies.

ALTERNATIVE INVESTMENTS

Hedge Funds
It is understood that hedge funds have limited liquidity (typically annual redemption) and are private partnerships that can exhibit high variability of returns. Investments in hedge funds may not be used.
Derivative Securities
Derivative Securities may not be utilized outside of mutual funds.  For definition purposes, Derivative Securities include, but are not limited to, Structured Notes, lower class tranches of collateralized mortgage obligations (CMO’s), principal only (PO) or interest only (IO) strips, inverse floating rate securities. 
Brokerage / Soft Dollar Use
Investment managers shall seek best price/execution when purchasing or selling securities at all times.  As outlined by the CFA Institute for Soft Dollar Standards, each investment manager must recognize that investments are assets of the WPRA, not the investment manager.  On an annual basis, the Investment Advisor must verify to the Finance Committee that investment managers comply with the "Required" sections of CFA Institute’s Soft Dollar Standards; document and disclose any soft dollar use and its impact on the WPRA's portfolio; and disclose any affiliated broker relationships and the materiality of that relationship to the investment management organization.
Proxy Voting 
Each investment manager shall handle the voting of proxies and tendering of shares in a manner consistent with the objectives contained in this policy and in the best interest of WPRA.  Each investment manager shall provide a written report to the Finance Committee at least annually.  The report should include company name; number of shares voted a description of the issues voted upon and how the shares were voted.  

Securities Lending
Lending of any of the WPRA's portfolio of securities is expressly prohibited.
V. MONITORING AND REPORTING

CUSTODIAN 
A custodian is a financial institution responsible for safeguarding a firm's financial assets and is an integral part of managing and overseeing the WPRA's portfolio.   Open communications with the WPRA Finance Committee and its investment managers will ensure accurate and timely reporting, and may provide early detection of any unexpected compliance or reporting problems.  
The custodian shall:

a. Provide monthly transaction reports no later than the tenth business day following month end, and monthly asset reports no later than the tenth business day following month end.

b. Provide the Finance Committee and Board special reports as reasonably requested; and

c. Communicate immediately any concerns regarding portfolio transactions or valuation, or material changes in trustee personnel or procedures.

d. Provide a copy of its privacy statement and a statement regarding its internal controls protecting client confidential data. Internal controls include proper authorization of employee access, documentation of procedures and/or practices of receiving, handling, storing, and destroying confidential client date, and ongoing physical control over confidential client date 

WPRA retains the right to discontinue any relationship that does not meet expectations.

INVESTMENT ADVISOR
The Investment Advisor is responsible for assisting the Finance Committee in all aspects of managing and overseeing the WPRA's investment portfolio.   The Investment Advisor is the primary source of investment education and investment manager information.  On an ongoing basis the Investment Advisor will:

1. Provide the Finance Committee with quarterly performance reports within 30 days following the end of the quarter.

2. Meet in person with the Finance Committee at least annually and more frequently as needed;

3. Monitor the activities of each investment manager or investment fund;

4. Provide the Finance Committee with an annual review of this Investment Policy Statement, including an assessment of the WPRA’s current asset allocation, spending policy, and investment objectives; and

5. A review of the understanding of investment guidelines and expectations and any suggestions to improve the policy or guidelines.

6. Supply the Finance Committee with other reports or information as reasonably requested.

In addition, the following is required of each Investment Advisor:

1. Monthly transaction and asset statements shall be provided to the Finance Committee no later than the tenth business day following month end;

2. Quarterly performance reviews; 15 days following the end of each quarter.

3. Immediate notification to the Finance Committee of any exceptions to this investment policy  statement  with a  recommended plan of action to correct the violation;

4. Annual summary of proxy voting and soft dollar brokerage as defined in the respective sections of this Investment Policy Statement;

5. Other reports or information as may be reasonably be requested by the Finance Committee or the Board.

VI. ACKNOWLEDGEMENT

We recognize the importance of adhering to the mission and strategy detailed in this document and agrees to work to fulfill the objectives stated herein, within the guidelines and restrictions, to the best of our ability.  We acknowledge that open communications are essential to fulfilling this mission and if at any time we wish to discuss improvements to this document they are welcome and should be referred through the WPRA or its consultant.

<WPRA>
(date)

< Custodian >
(date)

< Investment Advisor>
(date)

Approved by board of directors May 17, 2010
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