Durham Public Library Investment Policy

Purpose: It shall be the purpose of this policy to outline the goals and investment objectives of
the various library income and trust funds in accordance with all applicable federal and New
Hampshire state laws including, but not limited to, RSA 31:25, 35:9, 41.6, 202A:22 and
202A:23. This investment policy applies to all monies and other financial resources available for
investment on the library’s behalf. The Trustees believe that the investment policies described in
this statement should be dynamic. These policies should reflect the financial needs and
circumstances of the Durham Public Library (DPL) and the Trustees’ philosophy regarding the
investment of assets. These policies will be reviewed annually and revised periodically to
ensure they adequately reflect changes related to the DPL and capital markets.

General Objectives: With respect to return or yield, investment choices should be designed to
attain a market rate of return, taking into account the primary objectives of safety and liquidity.

1. To conform with all applicable federal, state and other legal requirements (legal)
2. To adequately safeguard principal (safety)
3. To provide sufficient liquidity to meet all operating requirements (liquidity)

4. After meeting the primary objectives legal, safety, and liquidity, investment choices should
be designed to maximize the return for each fund and account (yield)

Standards: The standards of portfolio management shall be in accordance with the “Prudent
Man or Prudent Person” rule in making investment decisions. The definition of prudence is
based on RSA 31:25-b as follows:

“a prudent investment is one which a prudent man would purchase for his own investment
having primarily in view the preservation of the principal and the amount and regularity of the
income to be derived therefrom.” Or in more straightforward language, investment decisions
which require that investments shall be made with judgment and care under the prevailing
circumstances just as these persons would exercise prudence, discretion, and intelligence in the
management of their own affairs, these investments which they oversee for the library should
not be for speculation, but for investment, always considering the safety of capital as well as the
probable income and its timing.

Conflicts of Interest: Trustees shall refrain from personal or other institutional business activity
that could conflict with the library’s investment program or could impair their ability to make
impartial investment decisions. Library Trustees shall disclose any significant outside activity or
interest that could be related to the library’s investment performance.

Authorized Financial Institutions and Depositories: The types of institutions and
depositories which may be used for investment, custody, or income are those contained in RSA
31:25, a copy of which is attached and has been made a part of this policy. Where possible, in
selecting financial institutions, preference should be given to those in the local area when the
standards and objectives of this policy are not otherwise compromised.




Authorized Investments: Investments authorized by this policy are those contained in RSA
31:25, 31:25-a, 31:25-b including the following:

1. Deposits including demand, time and CD'’s in federal and state chartered banks,
associations and credit unions authorized to conduct business in the state of New Hampshire.

2. Shares of open ended mutual funds and money market funds which are registered with the
SEC and qualified for sale in the state of New Hampshire (see RSA 31:25 and 35.9). The
Trustees are encouraged to seek advice and guidance from professionals in the investment
business when selecting such funds.

3. Participation units of the NH Public Deposit Investment Pool. (PDIP).

4. Obligations of the United States government and the state of New Hampshire, including
treasury bills, bonds, and notes, having a liquid market and a readily determinable value.

5. Other investments decided by the Board of Trustees

It is the Trustee’s objective that all assets shall be invested in accordance with sound
investment practices that emphasize long-term investment fundamentals.

From time-to-time, donations of securities in-lieu of cash may be received by the DPL. Subject
to any constraints or stipulations from donors, and subject to conditions established by donors,
the Trustees shall liquidate the securities unless contrary advice is received via Professional
Guidance as outlined below.

Should Trustees choose to authorize additional investments to the portfolio in meeting the
investment objectives the following asset allocation may serve as a guideline:

Cash & Cash Equivalents: 10%
Fixed Income: 70%
Equities: 20%

While this asset allocation serves as a guideline from most conservative (cash) to least
conservative (equities) allocate can be altered to favor the more conservative allocation should
the Board choose to do so. The fixed income portion of the profile should be made up of debt
securities with an average maturity not to exceed ten years, nor should the average duration
exceed five years. All fixed income security purchases shall have a minimum quality rating of
“A” by either Mergent Bond Record (formerly Moody’s Investor Service) or Standard and
Poor’s. Concentration in any one issuer shall not exceed ten percent except in obligations of
the United States and/or of the State of New Hampshire and its subdivisions.

The Equities portion of the portfolio should consist of investments in companies that have a
proven record of earnings’ growth, strong fundamentals, and good valuations. The majority of
the equity potion should be in larger capitalization (cap) companies (stocks that have market
capitalization of over $15 billion), with a smaller percentage devoted to mid cap (stocks that
have market capitalization between $1 and $15 billion), and a still smaller percentage, if any, in



small cap stocks (stocks that have market capitalization of less than $1 billion). The equity
portion of the portfolio must be broadly diversified, including international investments. At the
highest level, the maximum exposure to any one industry sector should not exceed twenty-five
percent. At the security level, the purchase of a single security should not exceed five percent
of the equity portion of the portfolio. The maximum exposure to any one name, because of
price appreciation should not exceed ten percent of the equities.

Performance Measurement: The performance results should be reviewed on a year-to-date,
one, three, and five year basis. For comparison purposes, the equity performance should be
compared to the Standard and Poor (or S&P) 500 and the Fixed Income performance to
Lehman Government/Corporate Index.

Professional Guidance: Whenever required or deemed necessary by the board, professional
advice and guidance will be requested of licensed and experienced professionals in the
investment field.

Diversification: Portfolios of investments shall be diversified. Excessive concentration in one
instrument, institution, issues, or maturity is to be avoided.

Deviation from Policy: Any deviation from these policy guidelines shall require the approval of
the Board of Trustees.

Policy Review & Approval: This policy shall be reviewed and approved at least annually by the
trustees as required by New Hampshire laws.

(Formerly Adopted July 19, 2007)

TITLE NI
TOWNS, CITIES, VILLAGE DISTRICTS, AND UNINCORPORATED PLACES

CHAPTER 31
POWERS AND DUTIES OF TOWNS

Trust Funds
Section 31:25

31:25 Custody; Investment. — The trustees shall have the custody of all trust funds held by
their town. The funds shall be invested only in deposits in any federally or state-chartered bank
or association authorized to engage in a banking business in this state, or in deposits in any
credit union in this state, or in bonds, notes or other obligations of the United States
government, or in state, county, town, city, school district, water and sewer district bonds and
the notes of towns or cities in this state; and such stocks and bonds as are legal for investment
by any bank or association chartered by this state to engage in a banking business; and in
participation units in the public deposit investment pool established pursuant to RSA 383:22.
Deposits in a federally or state-chartered bank or association or credit union shall be made in
the name of the town which holds the same as a trust, and it shall appear upon the books



thereof as a trust fund. Any person who directly or indirectly receives any such trust funds for
deposit or for investment in securities of any kind shall, prior to acceptance of such funds, make
available at the time of such deposit or investment an option to have such funds secured by
collateral having value at least equal to the amount of such funds. Such collateral shall be
segregated for the exclusive benefit of the town depositing or investing such funds. Only
securities defined by the bank commissioner, as provided by rules adopted pursuant to RSA
386:57, shall be eligible to be pledged as collateral. Shares of open ended mutual funds are
also permitted if they are registered with the Securities and Exchange Commission, qualified for
sale in the state of New Hampshire in accordance with the New Hampshire uniform securities
act of the New Hampshire secretary of state's office, and which have in their prospectus a
stated investment policy which is consistent with the investment policy adopted by the trustees
of trust funds in accordance with RSA 35:9, and when so invested, the trustees shall not be
liable for the loss thereof. The trustees may retain investments as received from donors, until
the maturity thereof. The trustees shall formally adopt an investment policy for all investments
made by them or by their agents for any trust funds in their custody. Such investment policy
shall be reviewed and confirmed at least annually.

Source. 1915, 162:3. 1917, 75:1; 171:1. PL 42:22. 1929, 100:1. 1933, 46:1. 1939, 72:11. 1941,
21:1. RL 51:23. RSA 31:25. 1969, 447:1. 1992, 24:2, |l, eff. April 3, 1992. 1996, 209:4, eff. Aug.
9, 1996. 1997, 181:1, eff. Aug. 16, 1997. 2001, 54:1, eff. Jan. 1, 2002.
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