BELLASERA COMMUNITY ASSOCIATION

Budget & Finance Committee Meeting Minutes 

August 25, 2006

PRESENT:          Clayton Loiselle, Dennis Noone, Carlton Rooks and Charles Schroeder 
OBSERVERS:
Chuck Roach, Bruce Martin 

The Budget & Finance Committee Meeting was called to order at 2:15 PM.  A quorum was present.

Purpose of the Meeting

To confirm the B&F Committee positions for Fiscal Year 2006/2007 as previously established. To review and approve the B&F Committee Meeting Minutes of June 15 and June 19, 2006. To review the June 2006 Financial Reports of BCA. To discuss a number of action plans as per attached Meeting Agenda.
B&F Committee Positions for FY 2006/2007
Charles Schroeder moved that the B&F Committee recommend to BOD to fill the following positions: Clayton Loiselle to be Chairman, Charles Schroeder to be Recording Secretary and Carlton Rooks Member of the B&F Committee. The motion was unanimously approved.
Minutes of the June 15 and June 19, 2006 B&F Committee Meetings

The Minutes of the June 15 and June 19, 2006 B&F Committee meetings were reviewed and unanimously approved as amended.
Review of BCA Financials for June 2006
Charles Schroeder presented the previously distributed report which is attached to the Minutes. As to the procedure how excess balances in the Operating Account of $60,000 and over are to be handled, Dennis Noone pointed out that AAM is unable to execute the instructions of the prior BCA Board. Rather than transferring the excess balances as they occur AAM simply transfers the excess of the month end balance to the Money Market Account. Dennis Noone stated that he is expecting to receive an explanation from AAM as to why the Estimated Income Taxes due in March 2006 were only paid in June. The Committee discussed the current state of the Monthly and YTD Variance Reports.  These reports represent an important management tool for the BCA Board, the B&F Committee and the Community Manager by providing an early warning system that expenses may be getting out of line requiring action to rein in costs and offering guidance for the preparation of budgets.  To be effective the reports must, as accurately as possible, describe the reasons why expenses vary by 20% or more (Minimum $100) for any given period. One of the reasons given that the reports often lack sufficient explanations is that AAM was not intimately enough involved in the last Budget Process. For this reason AAM will be asked to prepare the first draft of next year’s Budget. We hope the joint efforts of the Community Manager and the Accounting Department of AAM will help improve the quality of the reports in the meantime.
The financial report for the month of July 2006 was not yet available at the time of the meeting.

The Current Budget (FY2006/2007)
Chuck Roach received the current budget from AAM and Clayton Loiselle will check to see if the accounts and numbers match. (Copy attached).
Reserve Budget Preparation

Based on the current Replacement Reserve Plan the Board would like to prepare a Reserve Budget for the FY2006/2007. Chuck Roach handed out a template prepared by AAM for this purpose. (Template attached). The B&F Committee has been asked to fill in the respective Reserve Expenditure categories and account numbers, once we have agreement with AAM on the correct account numbers. The process involves taking the estimated annual expenditure totals of the Reserve Plan and dividing them by the respective components and then deciding when during the year funds have to be expended for replacements and repairs of the listed assets. The decision of the timing of the expenditures during the Fiscal Year will be made by the Board after listening to recommendations of the Community Manager, the B&G and B&F Committees. 
Chuck Roach stated the current policy on where to charge repairs as follows: Non-recurring expenses of over $2,000 are to be charged against Reserves; recurring expenses under $2,000 are to be charged against OPS funds. This is a change to the prior policy when only expenses related to qualified assets of the Reserve Plan were chargeable to Reserves. 

Chuck Roach agreed to check on the propriety of transferring funds from Operating Equity to Reserve Equity.

 
Preparation of Next Year’s Budget

BOD will ask AAM to prepare a first draft of both the Reserve Budget and the OPS Budget for FY2007/2008.

Cash Management Issues

Dennis Noone would welcome it if the B&F Committee would come up with recommendations on how to improve the current cash management procedures.
Additional Committee Members

There are not many prospects. Chuck Roach suggested that committee members ask their neighbors. Paul Broad, formerly BCA Treasurer and Chairman of the B&F Committee, has applied and is a possibility because of his background in Finance.
The meeting was adjourned at 5:15 PM.
The next meeting of the B&F Committee has been scheduled for September 26, 2006 at 5:30 PM at the Clubhouse.
Enclosures: Meeting Agenda for B&F Committee Meeting on 8/25/2006, Review of BCA Financials for June 2006, Reserve Budget Template and Current Budget received from AAM.
Prepared by:                                                   Approved by:

Charles Schroeder                                          Clayton Loiselle
Recording Secretary, B&F Committee          Chairman, B&F Committee

BUDGET & FINANCE COMMITTEE MEETING

August 25, 2006

  AGENDA

1. Ratify B&F Committee positions for Fiscal Year 2006/2007.  Obtain hand signatures to Unanimous Written Consent, dated August 23, 2006.

2. Review and Approval of June 15 and June 19, 2006 B&F Committee Meeting Minutes.

3. Review available monthly accounting statements from AAM for June.  As of this writing, it does not appear as though July statements will be ready by the time of our meeting.

4. Review the AAM chart of accounts for the operating budget sent to Dennis Noone and discuss action plan.

5. Discuss plan of action for reserve fund accounts.

6. Discuss potential additional members on the B&F Committee.

7. Discuss action plan for review of Bellasera cash management procedure / structure.

8. Other new business.

9. Set meeting date for September.

10. Adjourn

Additions / Suggestions
Address operating budget surplus
Payment of Q Est. Income Tax (IRS and AZ State)

Reserve study process / recommendation

Reserve Fund cash projection – planned expenditures, cash additions, CD maturities, CD investments

Review of BCA Financials for June 2006 

Comments: The mechanics of calculating and payment of interest for excess balances in the Operating Account due BCA needs to be discussed with AAM. Everyday of June the balances in the Operating Account exceeded $60,000, but no transfers were made to the Money Market Account as directed by the previous BCA Board.

Another subject to be discussed with AAM is the Monthly and Yearly Variance Reports which for the most part lack constructive explanations.

Income: It appears that the collection of Association Dues for the entire Fiscal Year was short $227 which seems a bit odd since it does not add up to a full amount of one single quarterly dues amount. The monthly contribution to reserves of $9,000 was received by Merrill Lynch on June 15. Hopefully, the next transfer will by for the full quarterly amount of $34,560 in early July.

Administrative & General: Expenses for Postage and Copies exceeded the budget by 29% due to the fact the budget provided for Newsletter mailings in a separate line item called “Newsletter”. 
Contract Services: Pretty much in line. 
Repairs & Maintenance: In line.
Parts & Supplies: In line with Budget.

Utilities: Gas is 385% and Water is 75% over budget. We need better explanations than “higher usage”.
Taxes: A payment of $1,104 represents Estimated Income Taxes ($882 for IRS, $222 for AZ State). However, I note that altogether 4 checks were issued totaling $2,208 during June. It appears that the Estimated Income Taxes due in March 2006 were only paid in June! This should be clarified.
Insurance: Negligible overage.
Owners’ Equity: Operating Owners’ Equity stood at the end of June at $117,375.41. 
Replacement Reserve Account at Merrill Lynch: 
The cash account now reflects $75,023.86. ML is paying us on our cash balance 4.19% p.a. interest and they pay us on average 3.56% p.a. on our CD portfolio. The next CD maturities are on July 11, 2006 for $48,000 plus interest and on July 18, 2006 for $50,000 plus interest. This should not be re-invested as we like to have a balance of about $100,000 in the account in readily available cash.

The total balance in the account is now $403,691.59 as calculated by AAM which includes pending expenses of $13,724.32. Reserve Owners Equity as per BCA Balance Sheet is $404,820.63.
Charles Schroeder 
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