INVESTMENT POLICY GUIDELINES

I. BASIC POLICY OBJECTIVES

Management has a fiduciary responsibility to safeguard the assets of the company.  This includes investing available cash to ensure safety and liquidity and to provide the best return within a reasonable level of risk.  It is company’s policy to be fiscally conservative.  Our cash and investment position is important to the company’s future and our shareholders.  Available cash is to be invested in a high quality portfolio which

A. preserves principal

B. meets liquidity needs

C. delivers the best yields possible within the guidelines of this policy and market conditions

D. avoids inappropriate concentrations of investments and

E. provides fiduciary control of all investments and cash

A. PRESERVATION OF CAPITAL – In order to assure absolute preservation of capital, strict investment guidelines will be adhered to at all times.  The objective of these guidelines will be to provide maximum investment return with no potential loss of principal.  All investments will be held in a custodial account in the name of company.  This will assure absolute safety of those investments from any adverse external events and provide the necessary fiduciary controls of any cash or investments by individuals approved by the Board.

B. LIQUIDITY – Ongoing liquidity needs will be monitored regularly to assure cash flow requirements are met on a day to day, cyclical and long term basis.  A liquidity account will be established within the investment portfolio to assure same day availability of moneys necessary to fund daily operations on a planned or as needed basis.  Further, the portfolio will be constructed to meet a forecasted minimum 30 days of cash availability at all times.

C. INVESTMENT RETURN – All securities are to be purchased through investment banking and brokerage firms of high quality and reputation, with a history of making markets for the securities in which we invest.  All assets must have a readily ascertainable market value and must be readily marketable.  Investments may be made from the following approved list of investment securities.

· Securities and/or obligations issued by or guaranteed by the U.S. Government and its Federal Agencies with a AAA rating.

· Time Deposits, Certificates of Deposit and Bankers Acceptances including Eurodollar denominated and Yankee issues.  Investments must be rated A1/P1.

· Corporate securities issued by foreign or domestic corporations which pay in U.S. Dollars.  Commercial Paper must be rated A1/P1 and Corporate Notes, Auction Floating Rate Notes and Medium Term Notes must have a long-term rating of A or better.

· Repurchase agreements with member banks of the Federal Reserve System and primary dealers limited to United States Government securities.  The market value of the securities used as collateral must equal or exceed the principal and interest rate due under the agreement.

· Fixed annuities with no surrender charges and guaranteed by insurance companies with ratings of AA/Aa or higher.

· Cash management money market funds that strictly invest in the above.

· As a matter of policy, we will not purchase unrated bonds.

D. CONCENTRATION OF INVESTMENTS – Investments will be diversified in order to minimize any risk of principal or inappropriate concentrations of investments with any one entity.  In no manner can the principal funds invested be exposed to any potential loss when making investments on behalf of company.  The portfolio must not hold more than 10% or $1 million, whichever is greater, in any one issuer, except obligations of the U.S. Government and U.S. Federal Agencies.  At times the portfolio may hold more than 10% or $1 million in Investment Manager’s money market funds, but for no longer than 30 days unless pre-approved in writing.  Uninvested funds will be held in money market accounts of institutions rated A or higher by Standard & Poor’s or Moody’s, and these amounts will be reviewed at a minimum of every 30 days for optimal investment in accordance with company investment policy.

E. FIDUCIARY CONTROL – The investment guidelines have been instituted to meet the above objectives.  The guidelines set forth herein have been created as a tool of management and should be interpreted as such.  This tool is to be used to properly manage all investable cash balances to assure safekeeping of these assets.  The Chief Financial Officer or individual appointed by the Board of Directors and his/her authorized employees are responsible for securing and managing investment and cash for operations.  Any flexibility regarding addressing this subject must be derived from interpretation of these guidelines unless otherwise preapproved by the Board of Directors.

II. CREDIT QUALITY

Trends for a given company or industry must be reviewed periodically by the assigned Investment Manager to assure continuing credit quality of investments and implementation of any appropriate portfolio adjustments to maintain this credit quality or percentage positions.

III. MAXIMUM MATURITY

The portfolio will be invested in short-term instruments that have maturities no longer than eighteen (18) months.  However, the average maturity of the portfolio will be maintained at six (6) months or less.

