BELLASERA COMMUNITY ASSOCIATION

Budget & Finance Committee Meeting Minutes 

July 9, 2007

PRESENT:  Clayton Loiselle, Carlton Rooks and Charles Schroeder 

ABSENT:    Dennis Noone
The Budget & Finance Committee Meeting was called to order at 4:35 PM.  A quorum was present.

Purpose of the Meeting

To review and approve the B&F Committee Meeting Minutes of May 25, 2007 and to review the May 2007 Financial Reports of BCA as well as discuss other business as per attached Meeting Agenda. 
Minutes of the May 25, 2007 B&F Committee Meeting

The Minutes of the May 25, 2007 B&F Committee meeting were reviewed and unanimously approved.

Review of BCA Financials for May 2007

See attached copy of the Review for details. Excess cash balances during the month of May in BCA’s accounts at First National Bank of Arizona above the FDIC insured limit and the limit set by BOD remained a key issue that needs to be cleaned up. Carlton suggested and the Committee agrees that AAM provide a Pro-Forma Budget for FY2008/09 (that is a budget without actual numbers). Clayton to discuss with Dennis. Finally, members of BFC should get both the electronic version and the hard copies of the monthly Financials.
Forthcoming CD Maturities

The next CD will mature on 7/13/2007 ($50,000 plus interest). BFC recommends not investing the funds right now, but Clayton to check with Dennis to make sure the funds are added to the Institutional Fund not the regular Money Market Fund of the Cash at Merrill to earn the higher interest rate. At our next meeting we will discuss the maturities of $234,000 in CD’s in the latter part of August to come up with recommendations for investments by reviewing the cash needs of the BCA Reserve Plan.
Entry Gate Transponders Update
BCA would save substantially by having expired transponders recycled at a much lower cost instead of replacing them with new ones.
BCA General Investment Policies

At our next meeting we will be reviewing the guide lines and options.
Reserve Plan Components
The principal concern remains the roads and how, in detail, the plan is implemented with regard to maintenance, repair and replacement of the Bellasera roads.
Banking Relationships

See enclosed Clayton’s Banking Structure Review which will be the basis for obtaining additional information about our current banking needs and then developing a Spec Sheet for discussion with potential new providers of banking services.
There being no other business the meeting was adjourned at 6:05 PM.

The next meeting: Open; either Friday, August 24 or 31, 2007 at 2:30 PM at the Bellasera Clubhouse.

Enclosures: Meeting Agenda for B&F Committee Meeting on 7/09/2007; Review of BCA Financials for May 2007 and copy of Clayton’s Banking Structure Review.
Prepared by:                                                   Approved by:

Charles Schroeder                                          Clayton Loiselle

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

BCA BUDGET & FINANCE COMMITTEE

MEETING AGENDA

07/09/2007   4:00 PM

1. Review / approve the minutes of the BFC meeting  held on 5/25/2007

2.    Review / comment on BCA Financials for May 2007

      3.    New fiscal budget year – reporting expectations & information distribution needs

a.  Who needs/gets information

b.  Tax returns

c.  Check reporting from all accounts

d.  Graphical expense vs budget tracking

e.  Attention to reporting of operating / reserve account details
      4.    Cash management criteria – FDIC and BOD guideline limits

      5.   Banking relationship(s) – see Clayton’s previous e-mails

      6.   Entry gate transponders update

      7.   BCA Reserve Fund CD maturities / reinvestment criteria
      8.   BCA general investment policies

      9.  Reserve Plan component items

    10.  New Business

    11.  Set next meeting
Review of BCA Financials for May 2007

Comments:  It should be noted that during the month of May Bellasera’s Total Cash Balances at First National Bank of Arizona exceeded the FDIC insurance limit of $100,000 on the first 9 days of the month.  The balances totaled between $113,707.03 and $116,799.73. The $50,000 limit set by BOD for balances maintained at First National Bank of Arizona was exceeded between May 1 and May 15. - An unidentified asset in the amount of $1,129.04 was reclassified from the FY starting balance of Home Owners Reserve Equity to the FY starting balance of Home Owners Operating Equity. This should be explained. – The Check History Report continues to contain only checks drawn on the main Operating Account; however, the B&F Committee has been recommending that all checks drawn on Bellasera’s accounts be included in the report.
Income: In line with budget.
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 over budget YTD $9,605.57 or 59.33%.

Administrative & General: Overall under budget YTD, despite an overage of $3,548.00 in Legal Fees for the final review of BCA’s governing documents. Newsletter expenses were separated out from Postage and Copies as had been recommended.
Contract Services: YTD over budget (-$936). Monthly overage of $3,269.30 due mainly to extra pay period for Security staff (-$4,334.27).
Repairs & Maintenance:  YTD $4,753 or 9.8% over budget. Main monthly overages were for Electrical Repairs (-$5,480) and General Maintenance (-$855).
Parts & Supplies: Overall under budget.
Utilities: YTD Electricity and Water are under budget and Gas is over budget by $14,091 or 39.7% due to higher rates and an increase in the pool temperature.
Taxes: No activity.
Insurance: Within Budget.  
Owners’ Equity: Operating Owners’ Equity stood at the end of May 2007 at $106,116.10, a gain of $3,262.34 as per B/S prepared by AAM.
Replacement Reserve Account at Merrill Lynch:

As of May 31, 2007 the total balance is $494,106.13 and yields 4.78% p.a. interest vs. 5.26% p.a. in April.

The Reserve Owners’ Equity calculated by AAM was $491,199.00 as of 5/31/2007. 
Two checks totaling $2,907.13, payable to Arrowhead Chlorination, have been drawn on the Reserve Account, but have not yet been presented for payment. 

Forthcoming CD Maturities: The next CD in the amount of $50,000 will mature on 7/13/2007. It currently pays 3.9% p.a. In the latter part of August $234,000 will mature and then in early September $20,000. The B&F Committee will monitor prevailing interest rates at the time and provide recommendations.
Charles Schroeder  

Banking Structure Review
 
As we have discussed on previous occasions, it seems wise for the Budget & Finance Committee (BFC) to investigate the possibility of improving on our BCA operating bank account structure.  As we recall, in March of this year, First National Bank of Arizona (FNBA, our current operating bank through AAM) was facing some potential liquidity problems resulting from sub prime lending issues.  At the time our exposure to FNBA was about $170,000 with more money on the way as a result of collecting quarterly dues from our resident members.  Any exposure over $100,000 would not have been insured by the FDIC.  

With some considerable effort, we managed to transfer excess funds from FNBA to Merryll Lynch and "save the day".  In late March, our Board set a maximum target exposure (a directive to AAM) of $50,000 at FNBA, which was promptly exceeded in April.

Also AAM has consistently demonstrated its inability to manage our operating funds appropriately resulting in lost interest revenue for BCA.  Apparently, AAM simply cannot transfer funds in a timely fashion, nor administer any given level of balances on a day-to-day basis.  In addition, the Money Market Account (MMA) at FNBA yields pathetically low interest rates relative to other similar MMA’s at other financial institutions. 

Further, as we discussed, I made a very preliminary contact with three local branches of major US banks -- Chase, Bank of America, and Wells Fargo.  My initial impression is that Chase could offer us the most creative and profitable option for handling our funds but, clearly, more work needs to be done.  

Let me try to outline some of the information that we need to clarify and analyze:

1. Some BCA residents (I am one of them) pay their quarterly dues by sending a check to a “lock box” at FNBA.  I assume that FNBA deposits these checks to the BCA Demand Deposit Account (DDA) and prepares a list of who has paid their dues which is then sent to AAM.  How much does it cost to maintain this lock box at FNBA?  If there is no direct fee for the lock box then what level of balances must be maintained in the DDA to support the lock box?   

2. If BCA residents are utilizing other means of payment (such as ACH payments or direct debit), I understand that these payments are deposited directly into the BCA DDA.  How is AAM then advised that a specific resident has paid his / her dues?  Is there a service fee for providing this information to AAM?

3. I gather that all of these funds, regardless of how received, end 
up in BCA’s DDA at FNBA which pays approximately 0.30% p.a. on the balances).  We will need to develop a typical cash balance profile for the DDA – we should already have enough information from routine financial reports to develop this profile.  I suspect that we have a significant amount of cash sitting in the DDA 
at any one time "collecting dust" but not earning much interest.  Remember that we collect dues quarterly and, except for transfers to the Reserve Account, spend the operating funds over approximately a three-month period. 
4. We have enough information to develop an estimate of the number of checks written on average during the course of a month.  This activity level is an important criteria by which banks typically determine fees charged to customers and even the type and structure of the account itself.

5. I understand that AAM makes some primitive attempt to transfer funds once a month to an interest bearing MMA at FNBA and that this MMA pays a pathetic rate of interest (1.6% p.a. in May!).  This being the case, we probably need to develop an estimate of the amount of interest that we earned from this banking relationship over the last few months or fiscal year.  All of these factors must then be compared to other banks where BCA operating funds could be better managed.  
6. I know that one of AAM's arguments is that there are various "free services" provided by FNBA.  I suspect, however, that we are paying dearly for these "free services" in the form of significantly reduced interest earnings. 
Ideally, I would like to develop our banking profile from which we can compose a specification sheet or request for proposal.  Based on this information, I would then ask a short list of banks to analyze our needs, project some interest revenues, make a banking proposal for our operating account(s) and, of course, outline their fees for such services.  Do we even need a lock box?  Can we arrange for direct payment (into or out of the account)?  Can we pay using VISA or Mastercard?  It appeared to me that all of the three banks which I visited, have some very sophisticated computer systems with internet on-line access.  I have the funny feeling that FNBA is not as well equipped, from a technology viewpoint, to handle an account such as ours. 

Regards,
Clayton
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