Unitarian Universalist Association I nvestment Policy

The Unitarian Universalist Association (UUA) isaligious association incorporated in
the Commonwealth of Massachusetts. In the cour#s attivities, the UUA receives

gifts, trusts, and endowments that require investm&nagement. These funds, managed
on behalf of the beneficiaries, are an important@® of income for the beneficiaries and
are managed collectively in the General Investrkemid, known as and referred to
hereinafter as the Unitarian Universalist Commoddsment Fund (UUCEF). The
successful management of this fund is vital todixeent and future success of the UUA
and its constituencies.

The UUCEF accepts investments from the following:

1. UU congregations in good standing;
2. UUA districts;

3. UU Related Organizations, specifically Associatenider Organizations,
Sponsored Organizations, Professional Organizatibmsological Schools,
Independent Affiliate Organizations (and their me@mbrganizations), and
International Organizations;

4. Other UU organizations approved by the Board ofiiges following application
to the Treasurer.

The “Target Return Objective” of the UUCEF is tangeate, through investments
consistent with UU values, long-term returns thateed inflation by 5% per annum (net
of all expenses), while minimizing volatility.

|. Governance

Responsibility and Authority

The Board of Trustees of the UUA has ultimate resfulity for the management and
safekeeping of all funds entrusted to it, including UU Common Endowment Fund.

To fulfill this responsibility, the Board appoirntiso committees: The Investment
Committee (IC) is responsible for the managemetth@UUCEF within this document’s
policies. The Committee on Socially Responsibieeting (CSRI) is responsible for
implementation of the UUA’'s commitment to embodgiatly responsible investing
practices, as set forth in this document.

Each committee is authorized to adopt proceduneth&implementation of its

responsibilities. The Treasurer is responsiblgforiding the necessary support services
for the committees.
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Investment Committee

The responsibilities of the Investment Committég) @re as specified in this document.
The composition of the IC is stated in Sectionaf.8he UUA By-laws.

The Investment Committee has the responsibilityetoew and approve the Investment
Information Memorandum and other materials usethbyUUA in connection with the
UUCEF.

Committee on Socially Responsible Investing

The mandate of the Committee on Socially Respoasiblesting (CSRI) is to maintain
and uphold the UUA’s commitment to invest its fumdslignment with UU values. The
responsibilities of the CSRI are as specified ia tocument. The composition of the
CSRI is stated in the committee’s charge, whidcipisroved by the Board of Trustees.

Committee Operations

The IC and the CSRI are responsible for establgstiie frequency, duration, and agenda
of their respective meetings, including periodimjoneetings, and their procedures for
the recording and publication of minutes, in thategt of UUA practices of transparency
and accountability.

The Board of Trustees requires good faith effaststie highest possible level of
cooperation between the IC and the CSRI.

Reporting

At least once every two years, the IC and the G3Rll report jointly to the Board of
Trustees and UUCEF investors. The report shalldsthe performance of the UUCEF,
including its success in meeting its return, reskg SRI objectives. The report shall
include the current SRI Guidelines and the curt@nBuidelines.

The Treasurer shall post on the UUA web site auahreport on the performance of the
UUCEF, as well as a schedule of UUCEF investmeantsuding UUA community
investments) as of the end of each fiscal year.

The Treasurer shall post the current SRI Guidelarasthe current IC Guidelines on the
UUA web site.

Conflict of Interest Policy

No person appointed to a UUA committee may continugfice if that committee's
deliberations are likely to result in a recommeiaabr decision that could be of
personal financial benefit to the member. In thengof a dispute resulting from this
rule, the Committee on Committees shall make amasendation to the Board of
Trustees.
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[1. Incorporation of UU Values

The UUCEF shall be managed in a manner consistémtUiJ values as well as the
achievement of return and risk objectives. Then@ tnhe CSRI are responsible for
balancing these occasionally competing objectingbé best interests of the UUCEF.
The UUA is committed to an investment program whithzes tools of socially
responsible investing (SRI) to optimize the aligmingf its financial assets with its
values.

Unitarian Universalist values that shall inform éstment decisions have been expressed
in General Assembly resolutions and Statementsafddiate Witness, Board
resolutions, and the UUA'’s Principles and Purposes.

The CSRI shall develop an ongoing process to assesffectiveness of the UUA’s SRI
policies and practices. The CSRI shall also workrttaden coalitions (within the UUA
and among like-minded faith-based organizationgictieve SRI goals, and to expand
services to member congregations and individual kddarding SRI practices that
embody UU values.

Stock Selection

The CSRI shall develop and periodically update &tycResponsible Investing
Guidelines (the “SRI Guidelines”) that maximize thdent to which the UUCEF is
invested in companies that have environmentalasamnd governance practices that are
in accord with UU values, and that minimize thesexto which the UUCEF is invested
in companies with poor records in these areas.

If the SRI Guidelines prohibit all investment of GBF funds in any particular industry,
then the guidelines shall include criteria to deiiee the threshold of a company’s
involvement in such industry that precludes invesitrby the UUCEF. These criteria
shall indicate whether the UUCEF may be investeahuiual funds or other commingled
investment vehicles that currently or in the futom@y hold investments in any prohibited
industries.

The IC and the CSRI shall work collaboratively rqpiement the SRI Guidelines. When
applying these guidelines, the IC and the CSRIl sladlaborate in the context of the
entire fund, adapting to the characteristics diedifig asset classes and investment
vehicles, and responding to developments in the &Gesocially responsible investing.

Community Investment

The Board of Trustees recognizes that communitgsting in areas underserved by
traditional sources of financing is a meaningfuinpmnent of a socially responsible
investing program.

The Treasurer shall invest the maximum practicpbk&ion of the UUA’s cash and cash

equivalents in short-term community investmentsaddition, the Treasurer shall invest
approximately 1% of the total assets of the UUGEEammunity investments. The
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Treasurer and the CSRI shall encourage congregadina districts to adopt a similar
policy. As an incentive, a portion of the UUCEF®onunity investing assets may be
used to match congregational and district communitgstments of up to $10,000 per
congregation or district.

The CSRI shall develop guidelines for determinifdgoll community investing
institutions are eligible for UUA matching investnte. The Treasurer, after consultation
with the CSRI, shall implement procedures for apprg requests for matching
investments. A portion of the community investnsemiay be made to support advocacy
and witness, as recommended to the Treasurer [Brdseddent of the UUA. The CSRI
shall develop and implement a plan to a) moniterfthancial health of the community
investing institutions in which UUA invests, as et their social efficacy, and b)
encourage congregations and districts to remaifawigin monitoring the social efficacy
of their matched investments.

Shareholder Advocacy

The CSRI shall encourage corporations to engagéhinal and sustainable business
practices UUA shareholder advocacy includes proxy votinggaging in dialogue with
management, filing and co-filing shareholder regohs, coordinating Unitarian
Universalists to present shareholder resolutiommatial meetings of corporations, and
collaboration with others active in the sociallgpensible investment movement.

To permit the UUA to engage in shareholder advocdbg Treasurer shall establish a
shareholder advocacy fund to hold shares in compahat the CSRI anticipates will be
the subject of shareholder advocacy. No more tm&afourth of one percent (0.25%) of
the UUCEF may be held in the shareholder advooaag. f

[11. Investment Policies

The Investment Committee shall develop Investmemh@ittee Guidelines (the “IC
Guidelines”) covering the subjects of this section.

Assat Allocation

The UUCEF's asset allocation is designed to mayertiie probability of achieving the
Target Return Objective, while minimizing volatylit Asset allocation targets and
allowable ranges shall be established by the ICnagg change as long-term
expectations and market conditions change. Thebasset allocation shall be reviewed
by the IC on a quarterly basis and the UUCEF db®mlebalanced when an asset class
weighting is outside of its target range.
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Risk Controls

As a diversified investment fund, the UUCEF is esgubto a wide variety of risks
including losses and illiquidity. The IC is resgdsie for working with UUCEF service
providers to manage risks within the UUCEF.

Investment M anagement

All UUCEF funds shall be managed by professioneégtment manager organizations,
with the exception of community investments andehalder advocacy investments,
which are managed by the Treasurer in consultatiimthe CSRI.

The IC is responsible for the appointment of theegtiment managers to assure that
objectives are being met, and that UUCEF investmehties and procedures are being
followed. The ability to manage funds in alignmerith UU values shall inform the I1C’s
assessments of all managers. As practical, evarglséor professional investment
managers shall include at least one firm with etxpein SRI in the asset class under
review.

I nvestment Support Services

The IC is responsible for the selection of provadef the following services to the
UUCEF: investment management, asset custody, investroestilting, and
communications. The CSRI is responsible for thect&n of providers of the following
services: community investment evaluation, proaiing, and SRI training. Providers
of the following services shall be contracted by G and the CSRI working in
collaboration: assessment of company compliande Wid values and social auditing.

Expense M anagement

The UUCEF shall be charged for its expenses, imotudxpenses incurred by the UUA
on the UUCEF’s behalf, such as legal, audit, ah@omiscellaneous expenses. UUA
expenses include the appropriate portion of thésaafssuch staff as the Treasurer and
the Endowment Fund Manager.

The Board of Trustees has determined that the UUCEMbursement of UUA
expenses shall be based on an estimate of the UdtAisl costs. For fiscal years
beginning after June 30, 2006, the reimbursemeh® of the beginning market value
of the UUCEF. The UUA Finance Committee shall revte reimbursement calculation
as needed, but at least once every five yearsstatirecommend to the Board of
Trustees if a change is warranted.

Cost minimization makes an important contributiothe UUCEF’s ability to achieve
the Target Return Objective. The IC and the Tneasare responsible for including cost
minimization within all applicable policy and prasedecisions, while recognizing that
costs are to be measured within the context of Wdles, the investment program
structure, and the need to maximize net returngewhinimizing risk.
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