Whitney Oaks Community Association
Investment Policy Statement

I. Scope and Purpose
The Investor and Investor’s Assets
The investor, Whitney Oaks Community Association (“the Association”), is a nonprofit mutual benefit
corporation formed for the purpose of managing a common interest development, the Whitney Oaks master
planned community. As such, the Association owns, repairs, maintains, and manages common areas of the
community as well as enforces rules and regulations adopted by its Board of Directors (“the Board”).
This Investment Policy Statement (“IPS” or “the Policy”) governs the investment portfolio (“the Portfolio”)
associated with Whitney Oaks Community Association and is intended to guide the Board in its oversight and
management of these funds. The Portfolio is comprised of (1) financial assets held in reserve of operating
funds for the purpose of funding future capital spending projects as forecasted in the most recent reserve
study, and (2) short term operating funds to meet short term required expenses in excess of current cash flow.
The purpose of this Investment Policy Statement is to establish a clear understanding between the Board and
the investment advisor (“Advisor”) as to the investment objectives of the Portfolio so they are congruent with
the Association’s mission. The IPS intends to encourage effective communication between the Board and the
Advisor. This statement is not a binding contract, rather it is a summary of the understanding that provides
guidance to both the Board and the Advisor. This IPS has been created specifically for Whitney Oaks
Community Association and should be reviewed periodically to ensure that its goals, objectives, and
underlying mission have not changed in such a way as to require a change to its investment approach.
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II. Governance
The Board and Finance Committee
The Board of Directors is responsible for creation of, approval of, and updates to the Investment Policy
Statement. The bylaws of the Association empower The Board to consult professional advisors to carry out its
authority (Bylaw 8.1.5 Professional Advisors), as well as provide general guidance for a dual mandate to invest
Association reserve funds in “prudent investments….in a prudent manner designed to achieve the primary
objective of preserving principle while realizing a reasonable return, and to assure the availability of funds as
they are needed based upon the most recent reserve fund study” (Bylaws 8.1.6, 8.2.5 Investment of Reserve
Funds).
The Finance Committee shall advise the Board on issues related to the Policy, including identifying the need
for updates and monitoring the portfolios for compliance with the Policy.
In the course of fulfilling their duties, the Board and Finance Committee may retain outside consultants and
advisers (“the Advisor”) to assist in analysis of issues relevant to the Policy. The Finance Committee shall have
oversight responsibility for investment of the Portfolio of the Association and may delegate through the Board
investment authority to external advisers, who may be retained by the Board upon recommendation by the
Finance Committee.
This Investment Policy Statement sets forth a structure and responsibilities for risk measurement, monitoring,
and management to be fulfilled by the Finance Committee and may be assisted by the Advisor.
Responsibilities of the Finance Committee for risk monitoring and reporting are set forth in this IPS and reflect
best practices to be carried out by both internal staff and any external consultants.
The Advisor
Should the Finance Committee recommend and the Board hire an Advisor, the Advisor will be responsible for
reviewing and potentially modifying the Portfolio’s asset allocation in collaboration with the Finance
Committee.
The Advisor has the responsibility to manage the Association’s assets in the Portfolio. In order to carry out
investment duties, the Advisor will appoint Investment Managers to manage designated components of the
portfolio on a day-to-day basis, consistent with the terms of this IPS. The Advisor will be responsible for the
selection and monitoring of such investment managers. The Advisor may also choose mutual funds, exchangetraded funds or other commingled investment vehicles for inclusion in the Portfolio. The Advisor represents
that with respect to the performance of duties under this IPS, the Advisor is a “fiduciary” and will perform the
duties set forth hereunder consistently with fiduciary obligations. The Advisor will adhere to the policy set
forth in this IPS, and it will ensure that each Investment Manager it selects for the Portfolio is appropriate
within the policy. With respect to the inclusion of mutual funds, exchange-traded funds (ETFs) or commingled
vehicles, the Finance Committee understands that the Advisor does not have any control over the
management or portfolio composition of such funds. While the Advisor will use best efforts to utilize funds
with investment objectives and policies that are generally consistent with IPS, the Finance Committee
understands that individual fund portfolio holdings may not at all times be consistent with IPS policy.
Upon the opening of a new account (“start-up period”) or immediately following a material change in the
IPS (“transition period”), it may not be prudent for the Advisor to fully populate the Portfolio with
securities that are consistent with the IPS.
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The Investment Manager
The Investment Manager(s) have discretion to make all investment decisions for the assets placed under their
jurisdiction by the Advisor. The Advisor will select Managers on behalf of the Finance Committee and the
approval of the Board and shall invest the assets of the Association in accordance with this Investment Policy
Statement. The Advisor may accord each Investment Manager – within general and specific limits and
restrictions — full investment discretion to diversify assets and to buy and sell securities within its allocation
and reserves the right to replace any Investment Manager at any time.
IPS Update and Review Process
This Investment Policy Statement shall be reviewed quarterly by the Finance Committee in the context of any
changing circumstance or needs of the Association. In light of prevailing conditions that may cause need for
adjustment to this IPS and the management of the Association’s Portfolio, opportunity shall be given to
propose changes or consider changes proposed by members of the Finance Committee, and ratified by the
Board.
Asset Allocation Framework
An asset allocation framework provides strategic context and reference points for tactical investment
decisions. The asset allocation plan for the Association is attached as Appendix 1. It reflects the Finance
Committee’s consideration of expected returns for equity, fixed income, and cash in both domestic and
foreign markets. Consideration has also been given to expected correlation of asset returns and expected
volatility of returns to determine an asset allocation with appropriate diversification and sufficient expected
return to satisfy the objectives of the Association.

Bylaws Referenced in this section.
8.1.5 Professional Advisors. Consult with, seek the advice of, and reasonably rely on the advice of attorneys, accountants,
and other professionals in carrying out its authority and responsibility under the Governing Documents and the law, and to
pay for such professional services.
8.1.6 Investment of Reserve Funds. Invest Association reserve funds in prudent investments subject to the provisions of
Section 8.2.5 of these Bylaws.
8.2.5 Investment of Reserve Funds. Manage and invest Association reserve funds in a prudent manner designed to achieve
the primary objective of preserving principal while realizing a reasonable return and to assure the availability of funds as
they are needed based upon the most recent reserve fund study obtained by the Board as provided in these Bylaws and by
law.
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III. Investment, Return, and Risk Objectives
Overall Investment Objective
The assets of the Association are intended to meet both short-term funding needs as well as long-term capital
spending needs for future projects and improvements.
Association’s Philosophical Approach to Investing and Risk
The fundamental strategy of the Association is to pursue returns commensurate with risks assumed. The
Association understands that no single investment asset class is completely without risk, and takes the
approach of allocating its capital across various asset classes with differing risk and return characteristics to
meet its long term objectives. These asset classes should be have a measurable historical record, be widely
traded with enough frequency and volume to allow appropriate liquidity and minimal transaction costs, and
generally vary in the degree of correlation (co-movement) to one another as to provide opportunities for
rebalancing and price arbitrage. The Finance Committee uses a flexible management process that allows for
careful monitoring and management of potential risks and returns. For this purpose, the Board and Finance
Committee use a combination of asset classes that it finds most likely to satisfy the Association’s investment
objectives.
Return and Risk Requirements
Portfolio Performance Objective. To meet the needs of the Association over the long term, the Association’s
Portfolio should achieve at least a 3.5% annualized rate of return net of fees on a rolling 12 quarter basis (1.5%
annualized rate of return net of fees and estimated inflation of 2.0% per year ). This is to satisfy the objectives
of preserving capital for short-term funding needs, allowing any needed flexibility in spending policy, and
protecting the real purchasing power of the Association’s assets for future capital expenditures.
Asset Class Performance Objectives. The Finance Committee selects benchmarks for assessment of
performance of each asset class invested in by the Association. The Finance Committee uses the criteria that
the index must be (1) investible, (2) definable in advance, (3) representative of the asset class and desired
exposure within that asset class, and (4) readily measured, with widely available historical data. Performance
comparisons that shall be reported to the Finance Committee should reflect performance of the asset class’s
benchmark and performance of the portion of the portfolio allocated to the asset class, both gross and net of
management fees and costs. To the extent that multiple managers are used for a single asset class, their
performance shall be reported both individually and in aggregate. Benchmarks for each asset class may be
changed or modified by the Finance Committee.
Asset Class
Equity

Benchmark Index
MSCI All Country World Index

Fixed Income

Bloomberg Barclays US Aggregate
Index

Cash

90-Day Treasury Bill Index
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Description
This is a free float-adjusted market capitalization index that is
designed to measure equity market performance in the global
developed and emerging markets.
The U.S. Aggregate Index covers the dollar-denominated investmentgrade fixed-rate taxable bond market, including Treasuries,
government-related and corporate securities, MBS pass through
securities, asset-backed securities, and commercial mortgage-based
securities. These major sectors are subdivided into more specific subindices that are calculated and published on an ongoing basis. Total
return comprises price appreciation/depreciation and income as a
percentage of the original investment.
Short-term obligations issued by the United States government.

Policy Target Asset Allocation and Benchmarking. A target policy portfolio designates target allocations to
each asset class with allowable ranges around the targets. This allows for a framework to measure risk and
return of the portfolio. Overall portfolio returns, weighted according to strategic target allocations, may be
constructed and compared with overall actual investment allocations and performance. Such comparisons
over time provide insight into risk exposure by examining the deviations from target allocations and aid in
preventing violations of acceptable ranges of volatility.
Target Policy Portfolio. A Target Policy Portfolio (see Appendix 1) for the Association has been established that
reflects the most current Reserve Study conducted in November 2017 for the Association. The asset allocation
and resultant policy portfolio may be changed in the future, subject to approval by the Board. The Finance
Committee are responsible for assuring that the assets of the Association are deployed in such a manner
consistent with the Target Policy Portfolio. The Finance Committee shall also certify that the Portfolio does
not exceed allowable ranges around the target established for each asset class. On a quarterly basis, the
Advisor shall calculate and report the marginal performance contributed by variance from the target asset
allocation.
Asset Class
Equity
Fixed Income
Cash

Minimum
Allocation
10%
45%
0%

Target
Allocation
20%
65%
15%

Maximum
Allocation
30%
85%
25%

Risk Monitoring and Budgeting. The Portfolio will be subject to risk and have the potential for returns
associated with risk to be both positive and negative over time. The Board considers risk to be a resource to
be deployed prudently to achieve the investment and financial objectives of the Association. The Finance
Committee has established a risk-budgeting process to explicitly manage the Association’s assumption of risk.
The risk-budgeting process shall be consistent with the Association’s short-term funding needs as well as longterm capital requirements. It takes into account the risks borne by the Association that generally may affect
its ability to fund expenses from both operating cash flow and reserves, now and in the future.

Page | 5
Whitney Oaks Community Association. Investment Policy Statement. October 24, 2018.

Relevant Constraints
Evaluation Horizon. The Association has a long-term perspective based on multi-year projections of reserve
contributions from members, capital expenditures, and asset growth. Accordingly, short-term investment
performance shortfalls are not necessarily of critical interest unless they suggest failures in strategy execution
my investment management firms retained by the Board.
Liquidity and Cash Flow Requirements. Consistent with the most recent Reserve Study, as well as short-term
budgeting for operating expenses, the Board anticipates that it will require 0% of the value of the Portfolio
annually to be available for operating funds.
Legal Entity and Tax Considerations. In some instances, the tax consequences of an investment decision may
significantly change the appeal of a proposed transaction. The Finance Committee, with consent of the Board,
shall be responsible for developing and implementing a tax management strategy relevant to the Portfolio
that is consistent with the Association’s overall tax planning and liability management.
Stop-Loss Notification. While in the long-term capital assets have historically increased in value, in the shortterm various asset classes have experienced very rapid and volatile changes in value for numerous reasons.
Any rapid, short-term losses of value may be transient and short-lived in nature or more indicative of
fundamental risks increasing in a particular part of the capital markets. The Advisor shall assist the Finance
Committee in its duty to monitor risk by notifying the Committee immediately of any significant and rapid loss
of value in the Equity, Fixed Income, or Cash allocations of the Portfolio. Any decline in value of 6% or more
due to performance from the highest daily closing value for the Equity, Fixed Income, or Cash allocations shall
meet the threshold for notification.
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