
ASSOCIATION OF UNIT OWNERS 

REQUEST FOR ACTION 
To The Col lect ion Board of  Directors 
Subject Investment Pol icy for Better Projected Investment Returns 
Preparer Russel l Ryan 
Date 12/8/2017, 3/22/18, 11/20/18 For Board x Action Info 

EXECUTIVE SUMMARY 

This RFA was submitted on 12/8/17 by Russell.  
I t  was resubmitted on 3/22/18 (by members of  the B&F Committee:  Taylor, Russel l,  
Roy and Kent) 
I t  is being resubmitted again today 11/20/18 by Russell,  Roy and Taylor.  

We are seeking Board approval to implement the Investment Pol icy in Dec 2018.  The 
longer we wait,  the more the Collect ion wi l l  lose out on the opportunit ies to earn 
higher interest income. 

Current ly, The Collect ion’s 2018 Budget assumes an annual return of  just 1% on our 
reserve money for the foreseeable future.  This rate is considerably lower than what 
can be achieved in the market with a conservat ive structured investment portfol io.  
The ‘r isk-f ree’ 5Y T-Bi l l  note is current ly 2.902%,  and 3-year CDs are 1.74%.  Rates 
are currently at historical ly low levels and investments should be laddered to 
automatical ly switch up to higher rates, which are nascent. Large reserve outf lows do 
not occur for some 10-15-20 years hence, affording the opportunity for higher secure 
returns than the 1% estimated.  

The Board needs to take two act ions:  
1) Understand how the effect of  higher rates of  return on deposits impacts

escalat ion of  maintenance reserve payments.
2) Review & implement the Investment Pol icy (attached), as al lowed by the by-

laws, and in accordance with the associat ion’s antic ipated cash requirements
over the next three decades.

An Investment Policy achieves several cr i t ical requirements: 
a) Sets out the object ives of  the investments and their governance
b) El igible Investments
c) Matur ity, Credit  Qual ity, Concentrat ion

Such funds should be managed by an Investment Bank, offering reasonable fees.  
Many such banks have of f ices in Honolulu. This is industry standard pract ice for 
businesses to have an Investment Pol icy, and tranche money into operat ing, medium 
and long term uses.  This is not a proposal for invest ing in r isky secur it ies to try to 
game the market, and should not be characterized as such.  

RECOMMENDATION 

A. Implement the act ions in 1 & 2 above in December 2018
1. Al low a qualif ied/cert if ied Investment Bank (Morgan Stanley-Hawaii)  to

proactively manage the Col lect ion funds.
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2. Form an Investment Review Committee (IRC) to monitor and review the
earnings accordance to the dut ies & responsibil i t ies ment ioned in Exhibit  B-
1. Investment Policy Manual

RATIONALE 
I f  properly managed, investment returns can be higher without increasing r isk to 
unacceptable levels.  Placing deposits at the short end of  the yield curve, when funds 
are not needed for the long term is a mistake. Longer term investments yield higher 
returns. The AOUO wil l  only have this large of an opportunity now .   
Just doubl ing the projected return to a modest net 2% wil l  reduce maintenance fee 
escalat ion by approx. $6 per month per tower unit .  Owners wil l  l ike lower project ions 
of  maintenance fee escalat ion.  

Exhibits 
(If  appl icable)  

Index Title 
A-1 Interest rate as of  Nov 20, 3018 
A-2 Projected Interest Calculat ions by Taylor , Roy and Russel l  
B-1 Investment Pol icy by Russel l   

In person: Morgan Stanley Cert if ied Wealth Management 
Special ist,  Chr ist ina Hom 

FOR BOARD USE ONLY 

CERTIFICATE OF BOARD ACTION 

Approved Declined Noted Returned Deferred Withdrawn 

Stipulations  

Coordinating Instructions 

X

Deferred to the Budget and Finance Committee for their review
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Distribution Instructions 

Recording 
Secretary 

Action 
Date 

RFA 
No. 35-201711/29/18



EXHIBIT A-1. 

 

 

 

 

Reference site: http://www.morganstanley.com/campaigns/wealth-management/cd-

savings?icid=whmtptbggpchmt-dbin-pbgcdsav-390 

http://www.morganstanley.com/campaigns/wealth-management/cd-savings?icid=whmtptbggpchmt-dbin-pbgcdsav-390
http://www.morganstanley.com/campaigns/wealth-management/cd-savings?icid=whmtptbggpchmt-dbin-pbgcdsav-390


 

 

Reference site: https://www.bankrate.com/hawaii/cd-rates.aspx 

 

https://www.bankrate.com/hawaii/cd-rates.aspx


TOTAL EARNED FROM INTEREST AS OF SEPT :  CONSOLIDATED VS. TOWER 

EXHIBIT A-2.  PROJECTED CALCULATIONS 

CONSOLIDATED  

TOWER  



 

Tower  



Tower: Large reserve outflows do not occur for some 10-15-20. If properly manage,  
opportunity for higher secure returns will be more than the current 1% regular 
savings. 
 



TOWER  

CASH 
Actual YTD 

interest 
Current Annual 

Interest Rate 

Operating   $      768,551.00   $      196.34  0.034% 

Reserve  $      789,009.00   $   3,789.81  0.640% 

Total  $  1,557,560.00   $   3,986.15  0.341% 

Possible Interest Earn  $ 16,258.08    

Currently YTD Interest  $   3,986.15   Thru Sept 

Opportunity Lost  $ 12,271.93    
Monthly Lost  $   1,363.55    

DATA FROM SEPT TOWER 
FINANCIAL 

TOWER  
Projected 

Current 
Interest 

Rate Projected Earn 

Operating   $    700,000.00  0.034%  $         178.83  

Reserve  $    857,560.00  2.50%  $    16,079.25  

Total  $ 1,557,560.00  1.39%  $    16,258.08  


