Little Sebago L ake
Endowment I nvestment Policy

l. STATEMENT OF PURPOSE AND INTRODUCTION

This Investment Policy Statement (IPS) has beeptaddy the Little Sebago Lake Association
Board of Directors to provide guidelines for theestment of principle on the Little Sebago
Endowment. The IPS provides guidelines to all asties concerned and a structured approach
for the management of these financial reserves.

The overall investment goals for the reserves éstedal through this IPS are as follows:

» preserve principal;

* ensure liquidity; and

» produce income corresponding to prevailing interas available in the financial
markets

. INVESTMENT FUNDS

In terms of management, the existing reserve fuili$e organized in one composite

investment account that will be oriented towardssprvation of principal, liquidity and interest
income. Sub-accounts may also be established dejgeon the discretion of the Board of
Directors Executive Committee and the Board of &wes to address the prospective and specific
requests of individual donors. All funds, howewdrall be managed in accordance the mandates
of this investment policy statement. All fundsibe tracked on a regular basis by the Board of
Directors Executive Committee of The Little Sebagdie Association.For purposes of clarity,

and in terms of introducing the element of marketrded income, the definition below will be
used to identify the type of account that, goingviard, will be held by The Directors of The

Little Sebago Lake Association for these reserves:

Organizational Account/Sub-Accounts. These funds include general organizational reserv
and any sub-accounts that will continue to be meddgr preservation of capital, short-term
liquidity and yield appropriate to market conditson

1. RESPONSIBILITY FOR OVERSIGHT

The Board of Directors of the Little Sebago Lakesédation has delegated the day-to-day
authority for the ongoing investment of availaldserves to the Board of Directors Executive
Committee of the Little Sebago Lake Associatiome Board of Directors Executive Committee
has the authority to purchase and sell investmantsehalf of the Little Sebago Lake Association
with reference to the established IPS. The BoaMi@dctors Executive Committee and the Board
shall also be responsible for the oversight ofrserves. The Board of Directors Executive
Committee, on behalf of the Little Sebago Lake Assion, may work with an independent
Investment Advisor or Advisory Team to structure teserves in investments in order to meet
the composite goals articulated above, i.e. safigtyidity and income. The Board of Directors
Executive Committee and the Board will review tlseaunt no less than once per quarter,
utilizing the Investment Advisor or Advisory Teatn,insure compliance with the IPS and to
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monitor specific investments and on-going retuasswell as general market directions. The
Board of Directors Executive Committee will provide update to the Board of Directors no less
than once every six months. An annual accountinigoeiprovided to the membership at the
Annual Meeting of Members of the Little Sebago L&lssociation.

V. PROCEDURES

The procedures that follow below will ensure th& IB consistent with the mission of the Little
Sebago Lake Association and accurately reflectiti@mcial conditions and requirements of the
organization.

Review and Analysis
* This IPS shall be reviewed annually by the Boar®ioéctors Executive Committee;
* The Board of Directors Executive Committee willmlfecommend any necessary
revisions or modifications to the IPS to the Boaf®irectors; and
* Any modifications shall be incorporated in this I®Eh the approval of the Board of
Directors Executive Committee and the Board of Cies.

Fund Management
It is anticipated that the services of an Investrdatvisor or Advisory Team will be required to
render advice in the management of the Little Selhadke Association reserves. The following
procedure shall be followed to engage a new andflace the Investment Advisor or Advisory
Team.
» The Board of Directors Executive Committee willaeanend the hiring or replacement
of an Investment Advisor or Advisory Team to theaBbof Directors;
» The Board of Directors Executive Committee williev the candidate(s), negotiate fee
structures, and make a decision in coordinatioh wie Board of Directors; and
» The Board of Directors Executive Committee, witle daporting to the Board of
Directors, will be responsible for monitoring therfpormance of the Investment Advisory
Team.

Bi-Annual Reporting
The Board of Directors Executive Committee, with gervices of the Investment Advisor or
Advisory Team, shall prepare the following repante every six months for presentation to the
Board of Directors:

» Portfolio of investments held, including marketue|

* Investment income generated year to date;

» Current yield of the different positions in the fiolio; and

* Overall portfolio performance as compared to mabestchmarks

V. INVESTMENT OBJECTIVES
The primary short-term objectives sought throughittvestment of the Little Sebago Lake

Endowment are preservation of principal and lidyidas well as to provide cash as necessary in
order to promote the objectives as set forth byAtdsociation and the Board of Directors during a
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normal budget cycle. The longer-term objectivadlie portfolio are the generation of market-
related interest income without exposure to undaeket risk. It is fully recognized — as related
to this IPS - that fluctuating interest rates draracteristics of the financial markets. Agair th
overall goals established with this IPS are:

* preserve principal;

* ensure liquidity; and

* produce market relevant income while managing risk

VI. ALLOWABLE INVESTMENTS

Unless otherwise specifically authorized by the 8oz Directors Executive Committee and
Board of Directors, with necessary amendmentsisol®8, the following shall constitute the
allowable investments for the Little Sebago Endowine

o Cash;

o0 Money Market Funds that invest predominantly ingovnent backed securities
and other short-term paper and financial instrusient

o Federally-insured Certificates of Deposit not toeed $100,000, including
interest, from commercial banks or savings anddoastitutions; and

o High Quality, Investment Grade Corporate Bonds.

VII. ASSET ALLOCATION

Target Weights, Asset Mix and General Definitions

The investments of the Little Sebago Lake Assammasihall be diversified as outlined below to
minimize the likelihood of losses, unless unusir@lumnstances arise and the Board of Directors
Executive Committee and Board of Directors, in adtagion with the Investment Advisor or
Advisory Team, deem it prudent to make a movemeatltcash. The Board of Directors
Executive Committee, in consultation with the Invesnt Advisor or Advisory Team, should
review the investment portfolio quarterly and dirgmat the portfolio be re-balanced according to
the “Target-Weight” (as described in the Asset gditoon Table) semi-annually. If the
investment portfolio exceeds maximum weights, ttienportfolio should be re-balanced towards
the “Target-Weight” as soon as practicable.

The “Target Weight” investment profile outlined bel will be the general, preferred allocation
for the overall reserves and hence, the portfdimugd reflect that allocation and the asset class
mix as described.

ASSET CLASS MINIMUM | TARGET | MAXIMUM
WEIGHT | WEIGHT | WEIGHT

CASH & EQUIVALENTS

Cash, Inst. Money Markets, CDs 65% 80% 100%
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TOTAL CASH & EQU. 65% 80% 100%

FIXED INCOME

Investment Grade Corporate Bonds 0% 20% 35%

TOTAL FIXED INCOME 0% 20% 35%

Cash & Equivalents: Cash, investments in liquid institutional monegrket
funds, as well as certificates of deposit.

Fixed Income: Investments in investment grade, fixed inconmigges will be
managed actively to pursue opportunities presedoyezhanges in interest rates,
credit ratings and maturity premiums. Individuahbs conforming to the general
policy guidelines, may be used to implement thesment program. The
following definition shall apply for the purposekthis policy:

US Intermediate Corporate Bonds: A portfolio consisting primarily of
individual fixed income securities denominated i8 ollars issued by the US
corporate entities having a weighted average ntgtofiless than 10 years and
rated as high grade investment securities.

VIII. PERFORMANCE REPORTING

The Board of Directors Executive Committee, with #ssistance of the Investment Advisor or
Advisory Team, will provide two reviews per yeardatailed review will be in advance of the
Annual Meeting of the Board of Directors. The Inwesnt Advisory Team shall provide a formal
briefing and an annual report to the Board of Dimex Executive Committee and the Board at a
designated time and venue which shall include:

* Overview of general market conditions and trends;

* Overall, composite asset allocation;

» Schedule of investments held, including currentketvalue;
* Income generated from the portfolio;

* Overall annual performance and yield of investmestsl

* General and specific Recommendations going forward

A second review will be provided six months latettfocuses on material changes from the prior
review.
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USE OF ENDOWMENT PRINCIPLE AND INCOME

The income generated by the endowment will be asquhrt of the general operating

fund of the Association and can be used to payreasonable expenses as determined by
the Board of Directors or the Treasurer within thielative authorities. As part of its
annual review and presentation to the Board ofdbars, the Executive Committee will
recommend whether any unused Endowment incometfierprior year be added to the
Endowment principle. The Board of Directors willtgmn this recommendation and the
standard rules governing the voting process foBib&rd of Directors applies. Once
income is added to principle, these funds are nawsidered principle and the policy
covering the disposition of principle applies tesbk funds.

Generally, the Endowment principle should not bedu®r general operating or other
expenses, and its intended purpose is to generaterality income stream for the good of
Little Sebago Lake. If a situation occurs whereAlsgociation cannot meet the operating
obligations through the general fund, a motion lsamade by a member of the Board of
Directors that the Endowment principle be used é&ithese obligations. To use
Endowment principle for this purpose requires anuimaus agreement of the Board of
Directors.

TERMINATION OF THE ENDOWMENT

The Endowment has been created with intent to exidtoperate without an anticipated
end date. There are, however, certain unlikely svérat may require the termination and
liquidation of the endowment. An example of thipdéyof event might be a legislative or
regulatory change that makes it impractical ogalleto operate such an endowment.

If an event occurs that a Board believes requiresTermination of the Endowment, s/he
will make a motion to the Board of Directors to m@mate the Endowment. A unanimous
vote by the Board of Directors is required to Teraté the Endowment. If the
Endowment is terminated, the Endowment principlé @arcrued income will be added to
the general fund and be used in compliance wita@licable laws and with the normal
processes used by the Board of Directors.
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