Trustees 3 August 2010
CUMBRIA COMMUNITY FOUNDATION

INVESTMENT POLICY


1.
Introduction
This paper sets out the current investment policy of the Cumbria Community Foundation (CCF) in accordance with good practice recommended by the Charity Commission.  It is subject to regular review.

2.
The needs of the charity and its beneficiaries
The aim of CCF is to improve the quality of community life in Cumbria.  CCF achieves this by making grants to voluntary and community organisations.  

Central to CCF’s mission is the development of an endowment fund, providing sustainable support for local communities in the long term.

CCF’s investments provide a source of income for grant-making and to support the operational costs of the organisation.
CCF aims to achieve a balance between meeting current needs, both in terms of funding operating costs and grant making, and developing the endowment to meet the needs of future generations.

3.
Powers of investment
Under Clause 3.11of CCF’s Memorandum of Association, the Trustees have wide powers to apply or invest CCF’s monies as they shall in their absolute discretion think fit.
4. 
Investment objective and risk

The Trustees wish to follow Charity Commission guidelines in their investment approach and consequently instruct the Fund Managers to adopt a generally conservative outlook as befits a charitable trust.

The portfolio is to be well diversified by asset class and may comprise cash deposits, Government securities, corporate bonds, collective investments, property funds and equities. Exposure to smaller, less liquid holdings should only form a small part of the portfolio. The Trustees wish to avoid hedge funds and investment in companies whose activities seem likely to be in conflict with CCF’s charitable objectives. Derivatives may only be used to hedge against an identified risk elsewhere in the portfolio.

The Trustees accept that there is risk attaching to any investment in the asset classes referred to above, but within their generally conservative approach recognise that a moderate level of risk is necessary to achieve potentially higher returns in terms of both capital appreciation and income growth.

5. 
Distribution policy
The charity seeks to distribute grants at a minimum rate equivalent to 3.5% of the portfolio each year. 
The Trustees wish cash for distribution to be generated from investment income so far as possible, but recognise that from time to time this may be difficult to achieve without unacceptable levels of risk.  In the event of a shortfall in income below 3.5%, the Trustees will seek to distribute sufficient capital to meet this rate for distributions, provided the capital performance of the portfolio is considered by the Trustees to be adequate to bear the appropriate drawdown. 
The Trustees also recognise that if the Fund Manager is given an ‘absolute return’ mandate it is more likely that there will be a shortfall in income and that, as a result, the distribution from capital will need to be greater.

6.
Investment performance
The Investment Committee will review performance against a typical benchmark (such as WM) or in the case of an Absolute Performance mandate, against either the Bank of England Base Rate or the Retail Price Index, which ever is the greater.

7. 
Investment managers
The Trustees will ordinarily review the appointment of Investment Managers every three years, but reserve the right to re-appoint at shorter intervals if deemed appropriate.  They expect to receive quarterly reports and meet with the Investment Manager at least once per annum.
