BELLASERA COMMUNITY ASSOCIATION

Budget & Finance Committee Meeting Minutes 

March 23, 2007

PRESENT:  Clayton Loiselle, Carlton Rooks, Charles Schroeder and Dennis Noone

The Budget & Finance Committee Meeting was called to order at 1:05 PM.  A quorum was present.

Purpose of the Meeting

To review and approve the B&F Committee Meeting Minutes of March 2, 2007 and to review the February 2007 Financial Reports of BCA as well as discuss other business as per attached Meeting Agenda. 

Minutes of the March 2, 2007 B&F Committee Meeting

The Minutes of the March 2, 2007 B&F Committee meeting were reviewed and unanimously approved. 

Review of BCA Financials for February 2007

See attached copy of the Review. In the meantime, BOD has established an additional account at Merrill Lynch where Operating Funds are held when not used in day-to-day operations. The initial deposit was $125,000. Also, BOD has directed AAM to limit funds in the 4 operating accounts maintained at the First National Bank of Arizona to $50,000. This action by BOD serves to increase BCA’s return on investment and keeps the funds at 1st National safely under the FDIC umbrella.
BOD approves Preliminary BCA Budget for FY 2007/2008
The BOD approval of both the Expense Budget and the Revenue Budget for the new fiscal year also entails an increase of 5% in Association Dues for FY 2007/2008. This means an increase from $152 to $159.60 per month for each Bellasera resident. The portion of the monthly dues that supports the Reserve Plan is $41.93
Discussion of Updated Reserve Plan Prepared by Consultant
The biggest financial impact on the plan results from the treatment of the Bellasera roads. The Committee suggested to BOD to contact the road consultants (PMIS) who provided data for the first 15 years of the plan to also provide information on the remaining 15 years of the 30 year plan. In the past greater emphasis on maintenance and provision for emergency repairs carried with it a prolonged useful life of the roads a point of view shared by a number of HOAs in the neighborhood. This consideration is not given full recognition in the “Update”. Discussions also included proposals for making adjustments to the prevailing (2.50%) and future inflation rates (3%), to the rate of return (4%) on investments in the Reserve Account as well as not to net out income taxes on earnings in the Reserve Account as they are paid from the OPS Budget. Other adjustments involve the Starting Balance including transfer of $60,000 to $80,000 from OPS to Reserves and next year’s total expenses. Other changes were proposed for a more balanced and equitable sharing of the increases in the annual contributions to Reserves for current and future Bellasera home owners. Finally, it was suggested to smooth out the existing bulge in the plan by spreading the replacement cost of the roads over up to 3 years instead of only one year.
There being no other business the meeting was adjourned at 3:10 PM.

The next meeting: Friday, April 27, 2007 at 2:30 PM at the Bellasera Clubhouse.

Enclosures: Meeting Agenda for B&F Committee Meeting on 3/23/2007 and Review of BCA Financials for February 2007.

Prepared by:                                                   Approved by:

Charles Schroeder                                          Clayton Loiselle

Recording Secretary, B&F Committee          Chairman, B&F Committee

BCA BUDGET & FINANCE COMMITTEE

MEETING AGENDA

03/23/2007   1:00 PM

1. Review and Approval of previous Meeting Minutes

2. Review of February 2007 BCA financial statements (from AAM)

3. Summarize and discuss results of prior day BOD approvals of

a) proposed Expense Budget for FY 2007/2008

b) proposed Revenues for FY 2007/2008

c) a 5% increase in Association Dues for FY 2007/2008

4. Determine amount of monthly contribution to Reserves for FY                      2007/2008 based on above BOD approvals 

5. Discuss other aspects of the New Reserve Plan 

6. Other Business

7. Set next meeting date

Review of BCA Financials for February 2007

Comments: As reported in last month’s review the BCA Reserve Statement contains a column designated as Annual Budget, however, the figures contained in this column do not make any sense amd should be changed or the column eliminated. - BCA maintains several accounts at the First National Bank of Arizona (FNBA), mainly for its Operating Funds. This bank has been used by BCA since AAM assumed its management position with Bellasera. Many Home Owners Associations among AAM’s clients use this bank. Over time the amount of BCA’s Operating Funds at FNBA increased and the B&F Committee recommended to BOD to limit the funds at FNBA and diversify a good portion of the funds to another bank and/or investment bank to assure greater risk coverage and a better return. BOD has agreed and taken appropriate action.
Income: In line.
Salaries & Benefits: This heading reflects only one line item: Administrative Assistant (A/C #5101), however, it should be entitled Salaries & Benefits as directed by BOD. This line item  is $715.89 or 47.41% over budget for the month and $8,439.66 or 72.38% YTD.

Administrative & General: Overall in line, with Social Expenses, Postage and Legal showing overages.
Contract Services: Janitorial Contract is $1,225 or 89.1% over budget due to “inclusion of supplies”. Does this mean the contract amount has been increased with this vendor? The MTD Variance Report shows different figures.
Repairs & Maintenance:  Overall in line. Overages of $847 were for fountain removal and Annual Fire Inspection.
Parts & Supplies: Overages of $419 in Janitorial Supplies and $205.91 in Light Bulbs. MTD Variance Report shows different figures.
Utilities: Overall just about in line. Overages in Electricity and Gas covered by lower water use.
Taxes: A payment of estimated income taxes was made on February 12, 2007 to AZ in the amount of $227.01.  This is puzzling for several reasons: a) according to tax counsel the due dates for the estimated income taxes for IRS and State are October, December, March and June; b) there was no payment made to IRS; c) the past two payments to AZ were $222.00 each and per tax counsel all installments are to be equal; the MTD Variance Report “explains” that it is a reclassification. Furthermore, the MTD Variance Report indicates that BCA had not budgeted for any taxes, which is not true.
Insurance: Within Budget.
Owners’ Equity: Operating Owners’ Equity stood at the end of February 2007 at $126,327.99, a gain of $2,147.83 as per B/S prepared by AAM.
Replacement Reserve Account at Merrill Lynch:

As of March 8, 2007 the total amount is $483,951.50 and now yields 4.825% p.a. interest while in February the return was only 4.25% p.a. 

The Reserve Owners’ Equity calculated by AAM was $468,495.08 as of 2/28/2007. 
A check for $4,653.50 has been drawn on the Reserve Account and paid to Bellamara.

A $50,000 CD matured and two 6 months CD’s of $97,000 each were purchased with an interest rate of 5.43%.

Charles Schroeder  
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