BELLASERA COMMUNITY ASSOCIATION

Budget & Finance Committee Meeting Minutes 

April 27, 2006

PRESENT: 
Carlton Rooks, Clayton Loiselle and Charles Schroeder 
ABSENT: 
Paul Agranoff

The Budget & Finance Committee meeting was called to order at 2:50 PM.  A quorum was present.

Purpose of the Meeting

The purpose of the meeting was to review / approve the minutes of the previous meeting, to review the preliminary March Financial Reports, to review the proposed meeting with AAM, and to develop preliminary guidelines regarding Reserve Fund Expenditures.

Minutes of April 17, 2006 Meeting

Minutes of the April 17, 2006 meeting were reviewed and unanimously approved as amended. 

Review of Questions to AAM 

The latest list of questions and comments relating to the February 2006 financial report was sent to AAM on April 24, 2006. (See attached).  We are waiting for a response from AAM.

Review of Financials for March 2006

The utilities were up 27% and we would like to receive an explanation – is there increased usage, increased unit cost or both?

Taxes are not clear.  BCA is required to pay estimated taxes during its fiscal year.  We would like to know how much we are supposed to pay and when these payments are due.  This applies to both the IRS and the Arizona Department of Revenue.

Charles Schroeder will review and send this information which will be appended to these minutes.

Reserve Fund Expenditure Guidelines

The BCA Reserve Plan contains a list of Common Assets having a useful life of two years or more and costing $2,000 or more.

All maintenance, repair and replacement charges, related to these identified Common Assets, are to be charged to the Reserve Fund.  Prior to charging the Reserve Fund, the
Warranties and Guarantees data maintained by the Community Manager is to be consulted to determine if any of these expenditures may be covered by existing warranties and/or guarantees.

Expenditures for newly acquired equipment and common assets that meet the above standard for inclusion in the list of Common Assets are also to be charged to the Reserve Fund.  These items will be reflected in the Replacement Reserve Plan at the next update.  

The BCA Operating Budget includes most of the recurring line items to which expenses are to be charged.

The above expenditure allocation guidelines will be presented to the BOD for its approval.

Proposed Meeting with AAM 

The proposed agenda for the meeting with AAM in June 2006 is attached.

Adjournment

There being no other business to discuss the meeting adjourned at 4:20 PM.

The next Meeting will be: Thursday, May 18, 2006 @ 2:30 PM at the Clubhouse.

Enclosures: Meeting Agenda for June with AAM; Agenda for B&F Meeting on 4/27/2006; copy of “February 2006 Questions and Comments”; copy of Review of Financials for March 2006.

Prepared by:

Clayton Loiselle

Member B&F Committee

Approved by:

Charles Schroeder 

Member B&F Committee

Proposal for Meeting with AAM

Target Date/Time: June 13, 2006 @ 1:00 PM

At the Bellasera Club House

Suggested Participants: A) from AAM: Michael Johnson, Patti Smith, Marie Disney

                                          B) from BCA: BOD President and BOD Treasurer, 

                                               Members of B&F Committee, 2 key members of Building 

                                              and Grounds Committee.

Meeting Agenda Points:

1. Financial Report Requirements for BOD/Committees

2. Cash/ Funds Management Banks/Investment Options/Companies

3. Reserve Plan Management

· Timeline for Common Asset Maintenance

· 3Bid Vendor Concept – RFP’s

4. Contracts/Common Assets & Service

· Warranties, Guarantees

5. Quality/Inspection Process for Services received

6. Taxes/Audit

7. Homeowner Feedback Process

8. Other 

The above topics are part of a comprehensive agenda which we should communicate to AAM, ASAP, to enable them to be a contributor to this meeting. They may have additional ideas for such a meeting and suggest appropriate resources from their side to make presentations. On our side we have to decide on who is to be the contact person responsible between BCA and AAM.

We would like to have a Closed Loop Process.  The goal is to come up with a Quality/Plan/Process the implementation of which would give us the tools to measure successes/opportunities.

Charles Schroeder (sent to Chuck Roach on 4/22/2006)

BCA Budget and Finance Committee

Meeting Agenda

04/27/2006

	Priority
	Time
	TOPICS
	Discussion Leader
	Desired Outcome



	
	
	Welcome New Committee Member
	Carlton
	

	
	
	Call to Order/Review of Agenda
	Carlton
	Establish Quorum & Topics

	
	
	Previous Committee Meeting Minutes
	Clayton
	 Correction, Changes & Approval of Minutes

	
	
	Review Month & YTD Financial Reports
	Charles
	Clarifications; Recommendations to BOD

	
	
	Discussion of  Status of 

Questions sent to AAM
	Charles & others


	Other Outstanding Issues

	
	
	New Business

Meeting w/AAM in June
	Carlton & others
	Proposals by members of Committee

	
	
	Open Items & Additions for Business Discussion &/or Planning
	Charles & Members
	Member Assignments & Follow up on action items

Reserve Fund vs. OPS Fund

	
	
	Q & A’s
	Carlton
	

	
	
	Next Meeting Action Items What/Who/Where?
	Carlton
	Bring your Calendars

Next Meeting: May   , 2006

	
	
	Adjourn
	Carlton
	Close Meeting


Preliminary Review of BCA Financials for February 2006 

 The Balance Sheet does not reflect the status as of February 28, 2006, as many adjustments were made as late as March 13, 2006 and did not include:

· The transfer of $55,575 to the Money Market took place on 3/13 while the OPS account averaged balances of $127M during the month with highest balance of $167M at the beginning of the month and the lowest balance of $115M at the end.  

The transfer of the excess over $60,000 in the operating will occur once a month at the end of the month.  Is that okay with you or do I need to look into another way of handling this?  Please let me know your thoughts as I was not aware of this discussion of transferring excess.
The transfer to the Money Market Account of the excess over $60,000 in the OPS Account should occur whenever there is an excess. You may want to set a threshold amount of $5,000 to accumulate before each transfer. 
· Likewise the transfer of the contribution to Reserves was not done in February.  

This is my fault and I apologize.  I had no idea that this was done manually.  I    have now made it automated and it should be done every month going forward.
The Budget & Finance Committee is recommending that the budgeted periodic transfers to Reserves from the OPS Account be made only once every Quarter instead of monthly as is the case now. This should streamline the process. The transfer should occur as early as possible in the Quarter (ideally, on the first business day of the Quarter). This procedure should be instituted right away. Please transfer the quarterly amount of $27,000 as soon as possible for the current Quarter unless you have already transferred $9,000 for April. If that is the case please transfer only $18,000 to the Reserve Account at Merrill Lynch. Thank you.
· Three payments totaling $16,789.26 expensed in January should have been reversed and charged against the Reserve Account. It was neither done in February nor by March 13.  

I don’t know of the payments you speak of that were supposed to come out of reserves.  Did you send me something on this and I misplaced the e-mail?  If you could be so kind and send me an e-mail on the payments that were supposed to be out of reserves, I will be happy to have the money transferred.
The breakdown for the $16,789.26 expensed in January from the OPS Account is as follows: $13,493.51 for Pool Parts & Supplies; $2,977 for remodeling of the Club House; $318.75 for tech. services re: remodeling of the Club House. Please also adjust the amount of $3,549.34 for Refurbished Lounge & Lobby Furniture which was paid from OPS in March and should be charged against Reserves. The total amount is $20,338.60 which should come out of Reserves. Thank you.
The YTD Variance Report, though dated as of the prior month, was updated for February transactions.

Pump maintenance caused a $654 overage and should be considered a Reserve Item.

Repairs & Maintenance – General shows a $753 overage explained as service of lights. Why so high?  

The overage was actually for the testing of the exit lights in case of emergency and sprinkler system.
There were no Equipment Lease payments this month. Why? 

I will check with our accounts payable department.
Move of Rec. Equip. cost $350 extra.

Light bulbs show overage of $437 over $250 budget. Why so much?  

I don’t have copies of this invoice (GB Maintenance) here at home with me.  I will look for it in the morning and give you a better explanation.

Janitorial expenses exceeded by $668, explained as for 8 extra hours. What happened to the $17/hour pay scale? 

This was for 2 people for 8 hours ($272).  Also included is a window (not sure what window, will have to ask Patti or Sheila) that was $200 more and club supplies ($165.64)
The Reserve Statement shows expenses for Pool Equip. Repair of $6,367.02 yet for calculating the Reserve Balance the amount of $6,197.63 is used.  

Will research further
The Statement also indicates that we earned $2,087.56 on our Reserves while Merrill’s Statement clearly shows it was only $1,699.03.  

Will research further
Charles Schroeder (Response sent to Ms. Disney on 4/24/2006)
Review of BCA Financials for March 2006 

Comments: Several issues as to the Financial Report were already discussed during the B&F Committee Meeting on 4/17/2006 since the hard copies of the reports were not received prior to the meeting. I send the enclosed message to Ms. Marie Disney, AAM Accountant, responding to her comments, in particular, the adjustment of $16,789.26 expensed in January 2006 and charged to Operations rather than the Reserve Account. 
Income: The Clubhouse Rental line item has been merged with Facility Rental Income as requested, however, there is still another Income line item which is not in our Budget, called Rental Income (Acct # 4163), and which should also be merged into the Facility Rental Income (Acct # 4037) line item.

Administrative & General: Expenses for Postage and Copies exceeded Budget by 51%. No explanation was given, but may be related to preparation of Annual Meeting?  The line item Social Functions is over Budget for the year by $1,233.24. The chairman of the Activities Committee, Sheila Lavin, has mentioned that up to 20 charges to this line item do not belong there. Sheila has asked for an investigation of this matter.
Contract Services: Overall, expenses are in line with Budget.
Repairs & Maintenance: The expense of $3,549.34 for refurbished Lounge and Lobby furniture should be charged against Reserves where provision for this payment has been made.
Parts & Supplies: In line with Budget.
Utilities: In line except for a 27% increase in Gas due to higher prices. Seems very high and should be explained.
Taxes: No payments are shown this month, however, two separate reports (General Ledger and the Accounts Payable Aging) reflect payments totaling $1,104 to the Fed and AZ State for this month. Why this discrepancy?
Insurance: This month’s shortfall for premiums paid for Association’s Master Policy and Workers’ Compensation amounts to $45 due to premium increases. 
BCA Money Market Account: Account was opened on 12/29/2005. It currently pays 1.53% p.a. in interest. The beginning balance on 3/1/2006 was $60,146.93. No transfers were made to the account from the operating account, though the account averaged $124,398 for the month and ended at $164,857. On the contrary, $44,742 were transferred back to the operating account on 3/15/2006 for no identifiable reason, since there were enough funds in the account. During the first half of April $55,575 were transferred into the Money Market account, still leaving more than $80,000 in the account. In other words, $20,000 more should have been transferred.  
Owners’ Equity: Operating Owners’ Equity stood at the end of March at $79,550.39 but if the recommended adjustments to Reserves of $20,338.60 are made the balance will be $99,888.99. 
Replacement Reserve Account at Merrill Lynch: 
The cash account now reflects $61,526.72. ML is paying us on our cash balance 3.62% p.a. interest and they pay us on average 3.36% p.a. on our CD portfolio. 

The total balance in the account is now $453,192.74. This balance will be reduced by the aforementioned adjustment to Reserves of $20,338.60 for payments from Operations and that will lower the balance to $432,854.14. ML charged us a $300 fee. This needs to be recorded in the Reserve Funding Analysis.

Charles Schroeder
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