Sample Reserve Investment Policy Resolution

Provided as a courtesy by: 

Mr. Alan Crandall, VP

US Bank HOA Division

800-794-4462 Ext. 262

www.USBank.com
3/3/2004

We, the undersigned, Members of the Board of Directors of (Your Association), a

corporation organized under the (applicable state statute); being all the current members of such Board as presently constituted, do by this writing consent to the following resolution:

WHEREAS the Board of Directors desires to manage reserve assets in a prudent manner,

BE IT RESOLVED THAT the following investment policy, including goals and

objectives, investment strategy, security classes selected, and control and review

procedures, be adopted:

Goals and Objectives

The Association's reserve assets shall be invested in an effort to achieve the following prioritized objectives:

1) Promote and assure the preservation of the principal;

2) Structure maturities to ensure that assets will be liquid for anticipated needs;

3) Achieve long-term investment performance appropriate for the asset classes selected.

Investment Strategy:  Liquid Portion

On a quarterly basis, review the Association's reserve schedule for the upcoming

quarter. During each quarter, place and maintain in liquid accounts an amount

equal to the expected expenditures plus a twenty percent (20 %) "cushion" for

unexpected expenditures. This amount shall be defined as the base liquid portion.

Investment Strategy: Non-liquid Portion

Except for those funds, which will remain liquid, it is expected that assets will be invested in non-liquid assets as follows:

Laddering Strategy 

Select individual securities that have maturities of one to five years. Structure

these maturities so that an approximately equal proportion comes due every month.

With matured funds, consistently purchase securities at the long end of the maturity

range. The Board may reduce the longest maturity as market conditions warrant.

(For example, during periods of very low interest rates, the Board may wish to

purchase securities with maturities shorter than five years.)

The expectation of this laddering strategy is that the assets shall benefit from longer-term rates, which are commonly higher than short-term rates, while maintaining readily available funds and cash flow. 

In structuring maturities, review the Association's Reserve Study to ensure that maturing funds are sufficient to cover anticipated expenditures each year.

New Funds

As the liquid portion of the reserve assets grows (from earnings as well as from new reserve contributions), additional amounts will become investable into the non-liquid portion. Newly investable funds are defined as those in excess of the base liquid portion. Combine these newly investable funds with proceeds from laddered securities when they mature, and invest the combined amount, maintaining the basic laddered structure.

Security Classes Selected

The following securities meet the Board's Goals and Objectives as stated above:

· HOA Bank liquid accounts

· HOA money market mutual funds investing only in U.S. Treasury and Treasury-backed securities

· Certificates of deposit in FDIC-insured financial institutions, with no more than $100,000 in any such institution, unless additional deposit insurance is provided by the bank, and purchased with the intent to hold to maturity. Such certificates will not be purchased on the secondary market and hence discount or premium (which is not insured by the FDIC) will not arise;

· Treasury bills, notes or bonds purchased with the intent to hold to maturity.

Review and Control

· All investments will be purchased in the name of the Association.

· The signatures of at least two Board members must be obtained for withdrawals or transfers of reserve assets.

· Banks must provide timely and accurate monthly statements to Board or Management, which will reconcile all statements within 30 days of receipt. Such statements and reconciliations will be provided to the Board for its review.

· Each month the Board will review financial statements to check to see that its goals and objectives are being met.
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