Home Builders Association of the Sioux Empire
Policy Statement for Investment & Reserve Funds

Introduction & Purpose
This policy has been created by the Executive Committee of the Home Builders Association of the Sioux Empire (HBASE) and proposed to the full HBASE Board of Directors to provide guidelines for the management of long term investments and reserve funds.  
The purpose of the HBASE investment and reserve fund is to provide financial stability to the HBA and to produce a growing stream of cash to assist the HBASE in fulfilling its mission.  The long-term objective is to maximize capital gains interest, and dividend income on reserves while reducing risk with a balance of diversification and prudent management to achieve safety, liquidity, and favorable total returns.  

Administration and Authority

The Finance Committee shall be authorized to manage and invest the HBASE funds as outlined in this policy.  The Finance Committee will report to the Executive Committee and the Executive Committee is accountable to the Board of Directors.

This Investment & Reserve Fund Policy shall be reviewed annually by the Finance Committee to ensure the policy is consistent with the current mission of the HBASE and accurately reflects the current financial condition and needs.  Any revisions to the policy shall be made by the Executive Committee and reported to the Board of Directors.
Investment Funds

The services of an investment advisor will be sought to manage the investment funds.  The Finance Committee will meet annually with the investment advisor to review the HBASE’s portfolio and determine if changes are needed.  

The Finance Committee shall review the Investment portfolio on a quarterly basis.  50% of the Association’s minimum annual operating expenses shall be held in insured certificates or savings accounts, which includes restricted funds.  A maximum of 2/3 of the remaining funds may be invested in non-insured depositories.  HBASE funds should not exceed $250,000 in any one institution for federal insurance purposes.
The HBASE recognizes that risk, volatility, and the possibility of loss in purchasing power are present to some degree in all types of investment vehicles.  While high levels of risk are to be avoided, the assumption of some risk is warranted in order to allow the investment advisor the opportunity to achieve satisfactory long-term results consistent with the objectives of the HBASE.  To obtain the HBASE’s financial goals, diversification is required in order that losses on individual securities do not exceed the income within the entire portfolio.  
The HBASE will receive quarterly reports from the investment advisor.  These reports will be used to adjust the financial statements that are reported to the Board of Directors.

The HBASE’s approach to investing in the following range is best described as: Growth
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The HBASE’s classification of a Growth Investor is based on the fact that the HBASE plans to invest funds for long-term purposes, is comfortable with some short-term loss and hopes to grow the money significantly over the several years.  The asset allocation will be left to the investments advisor’s discretion within a target range of 80 percent equity and 20 percent fixed income/cash.  The target ranges may vary up or down by 5 percent.
The investment advisor is prohibited from investing in commodities, unregistered letter stock, foreign securities other than those listed on the New York Stock Exchange, warrants, purchase of equity securities on margin, selling short, real estate mortgages, all options and futures, speculative securities, securities whose issuers have filed a petition for bankruptcy or other specialized investment activities.

Reserve Funds

The purpose of the HBASE long term reserve goal is to provide funds for future substantial expenditure, to maintain the financial stability of the association and to provide emergency income to be used during industry downturns or negative cycles.  
A minimum of 50% of the Association’s minimum annual operating budget shall be maintained as liquid reserves (which does not include real estate, etc).  At year end, 100% of net income received over the amount budgeted shall be contributed to reserve funds.

The HBASE must maintain adequate liquidity to meet the requirements of its guaranteed financial obligations plus reserves to fund the following:

· A severe economic downturn, an unforeseen catastrophic event, or unsuccessful major planned event
· A critical legislative and/or public relations campaign

· A major legal suit  - industry offense

· Future capital expenditures (improvements, expansion, etc)

In order to spend funds from the Reserve Account of Special Expenses, a first reading shall be held at one Board meeting, with the issue brought to a vote at the following Board meeting.  Otherwise, a 75% super majority of the Board must approve the expenditure.

Any use of reserve funds below the required levels will be replenished, as a priority, out of the operating budget.  The schedule for this replenishment will take no longer than three years and will be developed by the Budget Committee and submitted to the Executive Committee and Board of Directors for approval.  In the event of a severe economic downturn, the repayment will begin in the first year following an increase in gross revenues.
Ethics and Conflicts of Interest

Officers and agents involved in the investment process shall refrain from personal business activity that could conflict with the investment program, or which could reasonably cause others to question or doubt their ability to make impartial investment decisions.

Prudent Person Standard

All investment transactions shall be made in the best interests of the association, and with the care an ordinary prudent person in a like position would exercise under similar circumstances.  In so doing they shall consider long and short term needs of the HBASE in carrying out its purposes, its present and anticipated financial requirements, expected total return on its investments, price level trends, and general economic conditions.  

