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Guide Your Liquidity Strategies with a Cash
Management Investment Policy Statement

Companies are continuously working tobalance ~ Rising corporate cash holdings and short-term

their desire for safety and liquidity against a investment levels have positioned organizations
competitive return. Company cash balances to expand investment policies to optimize

have been on therise in the U.S. since the cash. A Cash Management Investment Policy
late 2000's, most recently spiking due to the Statement (Cash Management IPS) provides a

COVID-19 pandemic as companies builtup cash  tactical approach to accomplishing this goal.
holdings to protect against global disruptions.

Evolving market dynamics make managing cash

more complex than ever.

What is a Cash Management IPS?

A Cash Management IPS defines an A comprehensive, well-defined Cash
organization's cash portfolio goals and risk Management IPS allows organizations to:
tolerance to guide their short-term investment
strategies and allocation decisions. An
effective policy statement provides financial
transparency and allows organizations to
swiftly take advantage of new opportunitiesdue  * Thoroughly define risk tolerance and cash
to changes in markets, industries, the economy, portfolio goals to capitalize on investment
or their corporate cash position. opportunities when they arise.

* Set guidelines for cash investment strategies
to preserve capital, maintain liquidity, mitigate
risk, and maximize income on investments.

* Clearly communicate the internal or external
parties responsible for managing the company's
cash portfolio, as well as the policy itself.

A Cash Management IPS helps
companies understand their cash
needs and make more informed

investment and allocation decisions
for their Operational, Reserve, and
Strategic cash positions.




Why Should Companies Consider a

Cash Management IPS?

There are practical reasons toretain a policy
document that sets in writing your organization's
cash portfolio goals.

The process of developing this policy requires
companies to carefully consider their cash
management strategies and hold themselves
accountable to those constraints and goals. A
thoughtful Cash Management IPS ensures all
stakeholders are informed of and knowledgeable
about how the company intends to invest its cash
balances, permissible products, the allowable
risks for investments, and the parties responsible
for implementing the policy.

Market, economy, and industry shifts all

present new investment opportunities or risks.
Established guidelines also allow cash managers
to act quickly without needing additional input
or exposing their portfolio to more risk than the
company has determined is acceptable. Working
within established portfolio goals and risk
parameters outlined by the policy should result
in fewer surprises, less missed opportunities, and
better investment outcomes.




What Are the Elements of a
Cash Management IPS?

Every organization's Cash Management IPS will differ based on their unique needs. However, the
components below are commonly present in most policy statements. The next section will delve
deeper into each component.

Policy Objective

* Clearly communicates the goals
of the organization’s short-term
investment strategy.

* Defines the organization's cash
flow needs, risk tolerance, and
benchmark requirements.

Permissible Vehicles and
Product Guidelines

* Defines the types of products
and investments allowable
under the policy.

 Outlines investment restrictions
and considerations.

Risk Management

* Defines credit quality limits on
investments and providers.

* Defines exposure limits on any
one product or investment type
or product provider.

* Defines restrictions onrealized
gains and losses.

Governance

* Defines the persons responsible
for managing the cash portfolio.

* Determines which stakeholders
areresponsible for creating,
reviewing, and revising the policy.

* Sets cadence for investment
policy review, as well as
parameters for reviews outside
this reqular cycle.

Benchmark and Reporting

* |dentifies metrics for
performance and risk
measurement.

* Defines communication
expectations.



Policy Objective

The policy objective section is where your company includes its cash portfolio
goals. Understanding your company's needs is the first step to developing

these objectives.

Cash Needs

Begin by assessing your organization’s liquidity
needs. The purpose of this endeavor is to
understand how and when the company will need
cash. Proper forecasting should also account as
best as possible for shifts in your markets and
the industry within which you operate.

Consider cash flow needs for everything, whether
regular day-to-day operational costs, periodic
needs for planned (taxes or dividend payments)
or unplanned (emergency) expenditures, or
unassigned funds for future endeavors. Then,
after forecasting those cash needs, you can
segment your cash portfolio. Cash segmentation
is auseful way to visualize the amount of cash you
require as well as create purposeful objectives for
each segment.

As operating cashiis tied to treasury management
activities, it is traditionally managed through
bank deposit products. Reserve and Strategic
Cash segments generally include a mix of bank
product and investment solutions.

After estimating the funds you will likely require
in each segment, you can begin assessing the
amount you'll need to remain fully liquid and
how much you are willing to invest in short-
term opportunities.

Considerations for Defining Objectives

What are your company’s operational and
financial needs?

What do you want to accomplish with your
short-term investments?

How much liquidity do you need to maintain to
avoid risk?

How much risk are you willing to accept in your
cash portfolio to meet objectives?

Do your goals align with potential needs in
the future, such as facility changes, company
growth, and industry changes?



Operating Cash

Daily operations and
reserve for emergencies

Reserve Cash

Cash for periodic needs -
taxes, dividends, R&D, etc.
and other intermediate

Strategic Cash

Reserves that might
or might not have
future targeted uses

term planned or unplanned

expenditures

Risk Tolerance

Investments are not without risk. There are
numerous types of risk — credit risk, interest
rate risk, currency risk, loss of purchasing power
due to inflation, etc. — and your organization
will need to consider its liquidity needs alongside
the potential risks to determine which products
and investments are a good fit.

Each cash segment has its own priorities and
therefore will have its own acceptable level of
risk. Committing these decisions to writing in the
Cash Management IPS keeps all stakeholders

in alignment. There should be no question about
which investment opportunities are appropriate
for each segment based on their level of risk.

Cash Portfolio Objectives

It is recommended to strike a balance between
creating cash portfolio objectives specific
enough to guide allocation decisions but also
flexible enough to allow those in charge of cash
management to make fast decisions to pivot if
presented with a new investment opportunity or
reallocate to a better yielding alternative.

Since your organization already segments

its cash between Operating, Reserve, and
Strategic needs, it makes sense to set multiple
objectives for your portfolio. For example,
your organization might set a goal to meet
forecasted cash needs within your Operating
cash segment and exceed investment
benchmark returns with Strategic cash funds.

You will likely have multiple objectives. The
Cash Management IPS should prioritize them
based on defined risk and expected return to
guide investments.



Investment Guidelines and

Risk Management

This section of your Cash Management IPS defines the types of products
allowed for each segment of your cash portfolio. Generally, it will include a list
of approved products and short-term investments, as well as restrictions on
investments based on any number of factors. Plan to revisit and revise these
guidelines reqularly to account for market changes.

Credit Quality Limits

Credit ratings provide insight into the level of
risk a product, such as a fixed income security,
carries so it is critical to include credit quality
limits in your Cash Management IPS. These
limits should specify the minimum acceptable
credit rating for instruments that carry credit
quality ratings, such as money market mutual
funds or fixed income securities. They should
also encompass both credit limits on specific
securities and the minimum average credit
quality of the entire portfolio.

Some organizations might also include limits
on their bank’s credit quality in their Cash
Management IPS. Similar to how products are
rated on their level of risk, financial institutions
receive credit ratings based on their likelihood
to default on debts. Your organization can set
limits on your bank's credit rating to further
mitigate risk.

Credit rating agencies do not always assign
the same credit rating to a security. The Cash
Management IPS should determine how those
executing on the cash management directives
should handle these split rating situations.

Considerations for
Investment Guidelines

What, if any, restrictions does your company
have on realized gains/losses?

How will you handle securities with split credit
ratings?

What is your preferred investment duration
strategy for each segment within your
portfolio?

How much diversification do you desire in your
investment portfolio?

How will DEI and ESG considerations affect
your allowable investments?



Credit ratings can change at any time, so it's also
useful to include a provision in this section to
determine the appropriate course of action if an
investment's rating changes or falls below the
acceptable credit limit.

Restrictions

In addition to determining acceptable
investments, a Cash Management IPS can
include restrictions on allocation decisions,
whether exposure restrictions on asingle

bank or limits on the size of a balance sheet.
Legal and regulatory factors can influence
these restrictions. Maximum duration or
maturity limits could also be included, as well as
diversification targets. Organizations also might
decide not to invest in certain sectors that go
against their principles or values.

ESG and DEI Considerations

Certain organizations opt for Environmental,
Social, and Governance (ESG) and Diversity,
Equity, and Inclusion (DEI) investments.

ESG investingis a“socially responsible” practice
that considers financial returns as well as
environmental, social, or governance impact.

An organization might purposefully choose
securities whose issuers boast green initiatives
or support fair labor practices, for example.

Investing based on a company’s DEl practices
considers the actions issuers have taken or

are committing to in order to ensure diversity,
equity, and inclusion. Anissuer's transparency
into hiring practices, composition of workforce,
and pay structure could play arole in this. For
example, an organization might opt to invest
with issuers who have greater diversity in their
workforce or who have voiced a commitment to
implementing more diversity-focused recruiting
practices. If your organization has ESG or DEI
considerations for investments, outline them here.




Governance

The governance section of a Cash Management IPS clearly states the persons
responsible for managing, reviewing, and implementing the strategies outlined in
the document. Every stakeholder involved should be aligned on the guidelines set
forth in the policy statement to avoid miscommunication, confusion, or concerns
about the handling of cash portfolio products and investments.

Roles and Responsibilities

Typically, the Cash Management IPS will

be drafted by your organization’s CFO and
treasury management team, thenreviewed by
the CEO and board of directors. This group of
stakeholders would also be involved inreviewing
and approving adjustments to the policy ona
regular basis.

Your organization will also need to decide

who will be responsible for executing the cash
management policy. It might make sense for
your organization to assign this role to the group
responsible for managing all cash segments, or
it might be better for this responsibility to be
handled by a person or group in another area.
Every circumstance is different.

Policy Review and Revisions

Your organization might already have a drafted
Cash Management IPS, but it is important
toremember this statement is not a static
document. Circumstances within your business
and industry change and the economy shifts - all
these situations affect your cash management
and investment strategies

So, how often should you review or update

your Cash Management IPS? There is no right
answer. Review cadence varies from company to
company, though once a year is most common.

Considerations for Governance

Who will be responsible for maintaining your
organization’s Cash Management IPS?

How frequently will your policy be reviewed?

Who is involved in the review process? Who
gets final say in changes?

Will your cash portfolio be managed internally
or externally?

What qualifications will you require of an
external investment manager?

Changes to your cash portfolio, growth
opportunities, interest rates, and investment
strategies could all dramatically impact your
cash-investment strategies. An abundance of
strategic cashreserves could prompt credit-
quality limit changes, whereas supply chain
issues due to geopolitical events could alter
operating cash needs. Reviewing on an annual or
biennial basis ensures your Cash Management
IPS includes updated information about your
company and its evolving needs.

Certain types of events might trigger a policy
review outside of this cadence, such as major
market shifts, geopolitical events, or emergency
cash needs. It can be helpful to define which
events might spark this type of review to ensure
all stakeholders are prepared for the possibility.



Benchmarks and Reporting

Benchmarks in a Cash Management IPS measure the performance of your cash
portfolio compared to your defined investment objectives. These benchmarks
should be measurable, easy to understand, and reflect the investment goals

outlined in this statement.

Although your strategies might shift as markets
change or you invest in new opportunities, the
metrics themselves shouldn't change. Keep your
performance metrics consistent year over year
so you can gain meaningful, long-term data on
your performance and risk strategies.

This section in your Cash Management IPS
should also define who is responsible for
reporting on performance and communicating
those metrics with necessary stakeholders.
While data on portfolio performance should be
available on demand, it might make sense to
task a person with preparing and disseminating
weekly, monthly, and quarterly reports.

Considerations for Benchmarking

What metrics are most appropriate to measure
the performance of your portfolio?

Do your benchmarks accurately reflect your
cash portfolio objectives?

How often will your portfolio performance be
communicated? And by whom?



Conclusion

An effective Cash Management IPS provides financial transparency and allows
organizations to strategically plan short-term investments alongside cash flow
needs. Each component of the policy requires thoughtful discussion among
stakeholders and careful considerations of financial obligations and business
growth objectives. With this policy in place, organizations can be better situated
to make confident investment decisions to minimize risk and maximize returns.

THIS DOCUMENT IS TO BE USED SOLELY AS GUIDANCE AND
REVIEWED WITH THE INSTITUTION'S LEGAL COUNSEL.

This document is intended to serve as a guide for the creation of a
cash management investment policy statement (IPS”). It includes
aset of most common elements and considerations to be familiar
with when discussing the creation or the modification of an IPS

in accordance with the particular needs and circumstances of

the institution. It is furnished by The Huntington National Bank
("HNB") solely for educational purposes and is not intended to
constitute legal or tax advice. Please consult with a qualified
professional for this type of advice.

HNB does not represent or warrant that this document contains
all of the terms that aninstitution would wish to include inits IPS.
As guidance, this document is not comprehensive and it does not
take into consideration every factor that goes into creating an
IPS for individual institutions. These factors include, among other
things, the institution’s tax status, liquidity requirements and
cash flow needs. This document also does not account for all of
the legal and tax requirements of the various jurisdictions where
this document may be shown.

HNB assumes no liability to any person or entity in connection
with the use of this document by any person or institution. This
document should be reviewed with independent legal counsel to
consider what changes are needed to meet the recipient’s unique
circumstances due to application of any applicable local, state,
federal, or country-specific laws. This document does not fulfill
any parties' due diligence and fiduciary responsibilities relating
toan IPS.HNB is not responsible for any direct or incidental loss
resulting from applying any of the information provided in this
publication or from any other source mentioned.

The views contained in this document are not to be taken as
advice or arecommendation to buy or sell any investment in

any jurisdiction, nor is it a commitment from HNB or any of its
affiliates to participate in any of the transactions mentioned
herein. Any forecasts, figures, opinions or investment techniques
and strategies set out are for educational purposes only, based
on certain assumptions and current market conditions and are
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subject to change without prior notice. All information presented
herein is considered to be accurate at the time of production.
This document does not contain sufficient information to
support an investment decision and it should not be relied upon
by you in evaluating the merits of investing in any securities

or products. In addition, users should make an independent
assessment of the legal, regulatory, tax, credit and accounting
implications and determine, together with their own professional
advisers, if any investment mentioned hereinis believed to be
suitable to their personal goals. Investors should ensure that
they obtain all available relevant information before making any
investment. It should be noted that investment involves risks, the
value of investments and the income from them may fluctuate

in accordance with market conditions and other factors and
investors may not get back the full amount invested. Both past
performance and yields are not reliable indicators of current and
future results.

Huntington Capital Markets® is afederally registered service mark
and a trade name under which investment banking, securities
underwriting, securities sales and trading, foreign exchange and
derivatives services of Huntington Bancshares Incorporated and
its subsidiaries, Huntington Securities, Inc. and The Huntington
National Bank, are marketed. Securities products and services
are offered by licensed securities representatives of Huntington
Securities, Inc., registered broker-dealer and member, FINRA
and SIPC. Banking products and services are offered by The
Huntington National Bank, member FDIC.

Huntington Capital Markets personnel may be dual employees of
both Huntington Securities, Inc. and The Huntington National Bank.

©2022 Huntington Bancshares Incorporated. All rights reserved.
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