
 

 

HIGHLAND PRESBYTERIAN CHURCH INVESTMENT POLICY 
HPC-IRC  5/17/2011, amended February, 2015  

 
Philosophy  
 
Highland Presbyterian Church (the “Church”) pursues an investment philosophy that 
incorporates a prudent approach to investing, appraising in broad terms the investment 
opportunities and risks presented by the economic, political and social activities in the United 
States and the world.  Investments covered by this Policy include the Stodghill Fund, which is a 
permanently-restricted endowment, and the Memorial Fund, which is a collection of invested 
funds, some restricted and some not restricted. Investments will be restricted to publicly traded 
stocks, bonds, and cash securities.  This policy is intended to be consistent with the character, 
spirit, purpose and investment guidelines of the Church.  Investment strategies will be 
implemented through investment management firms who are experienced, professional, diligent 
and properly motivated in their investing methods. 
 
The Church acknowledges that its management and investment of funds is subject to the 
Uniform Prudent Management of Institutional Funds Act as set forth in KRS 273.600-273.645 
(the “UPMIFA”) and affirms its intent to comply fully with the UPMIFA. In accordance with the 
foregoing, (a) the management and investment of its funds shall be made in good faith and with 
the care an ordinarily prudent person in a like position would exercise under similar 
circumstances and (b) in managing and investing funds, the following factors, if relevant, shall 
be considered: 
 

1. General economic conditions; 

2. The possible effect of inflation or deflation; 

3. The expected tax consequences, if any, of investment decisions or strategies; 

4. The role that each investment or course of action plays within the overall investment 
portfolio of the fund; 

5. The expected total return from income and the appreciation of investments; 

6. Other resources of the institution; 

7. The needs of the institution and the fund to make distributions and to preserve capital; and 

8. An asset’s special relationship or special value, if any, to the charitable purposes of the 
institution. 

 
Purpose of policy 
 
The purpose of this investment policy is to set forth the preferences, goals and objectives 
regarding the financial assets belonging to the Church.  Active management is preferred for our 
funds and should be accomplished in a prudent and consistent manner.  The basic goal of this 
statement is to provide a framework for the work of the Investment Review committee and 
assigned investment manager(s). 

Fund Management Process 
 
Since December 1980, Church investment activities have been managed by an Investment 
Review Committee (the “IRC”), consisting of at least five Church members, at least one of 
whom shall be a member of the Finance Committee. The Pastor/Head of Staff may also serve 
as an ex-officio (non-voting) member of the IRC at his or her discretion.  Effective as of January 
1, 2016, the IRC members in consultation with the Pastor/Head of Staff shall select a Chairman 
from their number for a term not to exceed five (5) years. The Chairman selected by the IRC 



 

 

members, in consultation with the Pastor/Head of Staff, shall be presented to the Chairperson of 
the Finance Committee and the Session for approval. (The current Chairman, Bob Decker, has 
agreed to continue to serve as Chairman of the IRC through the end of 2015.) 

Responsibilities assigned to the IRC are as follows: 

1. Establishing and modifying, when appropriate, this investment policy, subject to Session 
approval. 

2. Selecting, and changing when necessary, an investment manager. 

3. Monitoring portfolio performance each quarter. 

4. Reporting results to the Finance Committee and/or the Session on a regular basis. 
 

Investment Objectives 
 
Overall, the investment portfolio shall be considered a total return fund.  Emphasis shall be 
placed on investing in securities that have potential for capital appreciation over the long term.  
Year-to-year fluctuations are acceptable as long as they are reflective of widespread market 
movement. The goal is to earn the highest overall return possible without exposing the monies 
to undo risk. 
 
Asset Allocation 

Equities 

Over the long term, the risk of owning equities has been, and is expected to be rewarded with a 
greater return than is available from fixed income investments. The returns will exhibit greater 
variability, but higher returns are expected over the long term.  Therefore, equity investments 
should account for a minimum of forty percent (40%) and a maximum (70%) of total assets. 
 
1. Security type 
 
Equity securities shall consist of common and preferred stock issues traded on the New York, 
American, NASDAQ, over-the-counter and regional exchanges.  International securities are 
eligible for purchase through the use of American Depository Receipts (ADR’s) Exchange Traded 
Funds meeting all other requirements for equity investments are permitted. 
 

2. Diversification 
 
Fund manager(s) should maintain a diversified portfolio in order to reduce risk.  No single issue 
may exceed five percent (5%) of the market value of the total portfolio.  If more than one advisor 
manages equities, this restriction shall apply separately to each portfolio.  
 
3. Quality 
 
There are no specific guidelines suggested as to quality ratings for the equity portfolio except that 
prudent standards should be developed and maintained by the manager(s). 

Fixed Income 

Fixed income instruments should reduce the volatility of the fund while providing a predictable 
income stream.  Fixed income investments should account for a minimum of thirty percent (30%) 
and a maximum of sixty percent (60%) of total assets. 
  



 

 

 
1.  Security types 
 
Investments in obligations of the U.S. Government, U.S. Government Agencies, U.S Corporate 
entities and mortgage-backed securities are permitted.  Exchange Traded Funds meeting all other 
requirements for fixed income investments are permitted. 
 
2.  Diversification 
 
With the exception of U.S. Government and Agency obligations and fixed income Exchange 
Traded funds, no more than ten percent (10%) of the fixed income portfolio at market value shall 
be invested in a single issue or corporate entity.  If there is more than one manager, this 
restriction applies separately to each portfolio. 
 
3.  Maturity 
 
The manager(s) shall have the responsibility for setting the appropriate maturity schedule for the 
portfolio.  Based on current and expected market conditions, the manager(s) should determine the 
structure, which will yield optimum performance. 
 
4.  Quality 
 
The portfolio manager, prior to acceptance into the portfolio shall subject each debt instrument 
selected for investment to credit analysis.   All bonds must be of investment grade.  Overall the 
quality rating of the portfolio should be AA rated or higher. 
 

Cash and Equivalents  

While it is expected that these portfolios, with a total return investment objective, will be fully invested, 
the investment manager(s) may take cash positions as a short-term tactic. Cash assets shall be 
considered cash reserves and shall account for no more than fifteen (15%) of total assets; provided that 
cash reserves for the Memorial Fund may be increased as directed by the Session from time to time for 
short term needs.  Cash reserves shall be invested in short term fixed income instruments.  Appropriate 
instruments include direct and general obligations of the U.S. Government and U.S. Government 
Agencies, interest-bearing demand and time deposits, certificates of deposit, money market portfolios 
of FDIC member agencies, commercial paper and repurchase agreements. 
 
Performance Objectives 
 
Performance analysis will be conducted on a regular basis.  Although quarterly returns will be 
considered, emphasis will be placed on performance over one, three and five year periods.  
These investment guidelines will be reviewed annually and adjusted, if necessary, after 
consultation with the investment manager(s). 
 

The performance of the total portfolio will be compared to a balanced index composed of the 
S&P 500 Index (50%), MSCI EAFE (10%) and the Barclays Intermediate Government/Credit 
Index (40%).  Performance of the portfolio is expected to exceed or at least equal the 
performance of the balanced index after fees. 

Over a three to five year period, the overall objective is to have the total portfolio provide a real 
(i.e., after inflation) return of 4% net of all fees.  The rate of inflation will be measured by the 



 

 

Consumer Price Index.  Further, the net performance of the equity portion of the portfolio is 
expected to exceed or at least equal the performance of the     S & P 500 Index of stocks.  The 
net performance of the fixed income portion is expected to equal or exceed the performance of 
the Barclays Intermediate Government/Credit Index. 

Reporting of Results 

 
The investment manager(s) shall provide the IRC, no less often than quarterly, with a full report of 
the investments held, the overall portfolio performance for all periods with index comparisons and 
all transactions related to the portfolio.   The IRC will provide the Session and/or its Finance 
Committee with a quarterly report of its activities no less frequently than annually as of December 
31. 

Communication 

 
The IRC is responsible for maintaining regular contact with portfolio manager(s).  The 
committee will meet no less often than annually with the investment manager(s) for the purpose 
of reviewing the long-term goals of the portfolio and the success of the manager(s) in attaining 
the performance objectives outlined in this policy.  The meetings will also be used to review 
ongoing investment policy and strategy.  Any changes in asset mix, maturity schedules, etc., 
which will impact the portfolio also will be discussed. The IRC will maintain a set of meeting 
notes that will be available to the Finance Committee and to the Session as needed. 

 
Stodghill Fund Distribution Policy 
 
The Stodghill Trust stipulates that this endowment is “to be kept intact and the income therefrom 
used for programs for the enrichment of the members of its congregation and of the community 
in which the Church is situated”.  The original endowment amount was $9.46 million. 
 
The Church acknowledges that its distributions from the Stodghill Fund are subject to the 
UPMIFA and affirms its intent to comply fully with the UPMIFA. In accordance with the 
foregoing, (a) the Church will appropriate for expenditure an amount determined to be prudent 
for the uses, benefits, purposes, and duration for which the Stodghill Fund was established, (b) 
in determining the amount to appropriate from the Stodghill Fund, the Church shall act in good 
faith, with the care that an ordinarily prudent person in a like position would exercise under 
similar circumstances and (c) the Church shall consider, if relevant, the following factors: 
 

1. The duration and preservation of the endowment fund; 

2. The purposes of the institution and the endowment fund; 

3. General economic conditions; 

4. The possible effect of inflation or deflation; 

5. The expected total return from income and the appreciation of investments; 

6. Other resources of the institution; and 

7. The investment policy of the institution. 
 
The Finance Committee Chair, during the 3rd quarter of each calendar year, will prepare a 
recommendation to Session for the amount to appropriate for expenditure during the following 
calendar year that contemplates the above relevant factors.  The recommendation will be 
discussed at the IRC and the Finance Committee before submission to Session. Note that the 



 

 

Session approved expenditures for church operations for 2015 total 3.7% of the market value of 
the Fund, as is defined below.   
 
The Session has determined that a spending formula will be utilized to determine the amount to 
appropriate for expenditure. The Stodghill Fund accrues an amount each quarter to the 
operating budget, per the Session-approved spending formula.  The formula is (as of 1Q2015) 
3.7% of the trailing twenty quarter average market value of the Fund as of June 30 each year.  
The resulting amount will be paid in four equal installments on or about the last day of each 
calendar quarter of the following year. 
 
Memorial Fund Distribution Policy for Restricted Funds 
 
In addition to general unrestricted funds, which are spent at the discretion of the Session, the 
Memorial Fund contains various “subaccounts” that were funded by designated gifts that 
expressly restrict the spending from the gift. To the extent that any of these subaccounts 
constitute an “endowment fund” under the UPMIFA (i.e., a fund which, under the terms of the 
gift, is not wholly expendable by the Church on a current basis), the Church shall observe the 
same guidelines as set forth above for distributions from the Stodghill Fund in determining the 
amount to be distributed annually from such subaccount; provided that in lieu of the 3.7% 
spending formula (or such replacement formula as may be adopted from time to time for the 
Stodghill Fund), the Church may use a separate formula (e.g., a higher or lower percentage or 
allocated interest and dividends only) for such subaccount as may be determined by the 
Session upon the recommendation  of the Finance Committee. 
 

 


