BELLASERA COMMUNITY ASSOCIATION

Budget & Finance Committee Meeting Minutes 

September 26, 2006

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

The Budget & Finance Committee Meeting was called to order at 5:35 PM.  A quorum was present.

Purpose of the Meeting

To review and approve the B&F Committee Meeting Minutes of August 25, 2006 and to review the July and August 2006 Financial Reports of BCA. To discuss a number of action items as per attached Meeting Agenda. As the Chairman, Clayton Loiselle, was absent Carlton Rooks agreed to act as the Chairman of today’s meeting.

Minutes of the August 25, 2006 B&F Committee Meeting

The Minutes of the August 25, 2006 B&F Committee meeting were reviewed and unanimously approved as amended. Carlton mentioned that about 2 years ago the legal counsel to BCA, Scott Carpenter, wrote to the former BOD about the need to keep Operating Equity Funds (OEF) and Reserve Equity Funds (REF) separate and pointed out several instances of non-component related funds that should not be included in the Reserve Fund. Carlton suggested that Chuck Roach – in researching the issue of transfers from OEF to REF – may want to touch base with Scott Carpenter about this matter.
Review of BCA Financials for July and August 2006

Charles presented his previously distributed reviews which are attached to the Minutes. Dennis commented that the NSF Fees Reimbursed line item related to mistakenly drawn checks by AAM. He will follow-up with AAM on the merging of the Rental accounts and the use of the Newsletter line item rather than Postage & Copies for Bellasera’s Newsletter activity. Dennis also pointed out that the Administrative Assistant (AA) was being assigned additional tasks by BOD which explains some of the Budget overages. The committee felt that, at a minimum, the three line items as they are in the current Budget for salaries and the AA should be maintained. A study of the AA’s job responsibilities is ongoing. Charles pointed out that the Reserve Balance shown   ($430,869.60 as of August 31, 2006) reflects the par value of the CD’s in our Merrill Lynch account while ML discounts the CD value (by $4,072.52) to arrive at an estimated market value, however, BCA does not intend to sell the CD’s prior to maturity.

WinReserve Software License Extension

Dennis noted that BOD approved the payment of the Software License of $250 for another year.
2006-2007 Reserve Budget 

Dennis had prepared an annual Reserve Budget for the current year based on the Template provided by AAM and the figures used in our Reserve Plan for 2006/07. (Copy attached). It showed the planned expenditures for this year in the “August Column” and four expenses in the “July Column”. As BCA’s accounts are maintained on an accrual basis, the latter expenses totaling $4,259 probably belong to last years expenses. (Dennis will check when the respective invoices were received). Carlton stressed the importance of properly using the correct account numbers associated with the components of our Reserve Plan. AAM feels we do not need to have a separate account for each and every component. The committee agrees as long as, first of all, the four main categories of Clubhouse, Pool Area, Recreation Area and Common Area are retained as component groupings and, secondly, sufficient sub-accounts are created within these four areas to provide for an efficient management of the Reserve Plan. Furthermore, Carlton suggested that RFP’s, bids, invoices all carry the respective account codes to make keeping track of expenses and planning for the next Reserve Plan easier. (Dennis will talk to Community Manager).
 
Audit for FY ending 6/30/2006

Dennis stated that BOD has decided to employ the services of an external auditor, but postpone a full audit until the end of FY2007/2008.

The meeting was adjourned at 7:15 PM.

The next meeting: Friday, October 20, 2006 at 2:30 PM at the Bellasera Clubhouse.
Enclosures: Meeting Agenda for B&F Committee Meeting on 9/26/2006, Review of BCA Financials for July and August 2006,  Copy of Reserve Budget 2006-2007 (revised) prepared by Dennis Noone.

Prepared by:                                                   Approved by:

Charles Schroeder                                          Carlton Rooks

Recording Secretary, B&F Committee          Chairman of the Meeting, B&F Committee

BCA BUDGET & FINANCE COMMITTEE

09/26/2006 5:30 PM

MEETING AGENDA

· Review and Approval of previous Meeting Minutes

· Review of July and August 2006 Financials

· Discuss Line Item #5101 (AA)

· Recommend Approval of License Fee Payment for WinReserve  Program

· 2006-2007 Bellasera Reserve Budget

· Status of Account Codes for Reserve Budget

· Audit for FY ending 6/30/2006

· Other Business

Review of BCA Financials for July 2006 

Comments: The transfer to Reserves occurred on July 20, 2006 and this time amounted to the total quarterly contribution of $27,000 (although it should have been $34,560 based on the FY 2006/2007 Budget). However, in the BCA Balance Sheet as of 7/31/2006 this $27,000 is only reflected as $11,520 deposit into the Reserve Account. It is hard to understand why this post facto adjustment has been made and needs explaining.

The Monthly and Yearly Variance Reports were not provided. I suggest that the B&F Committee tries to come up with a set of guide lines showing what BCA expects to gain from these reports and what they should contain.

Income: We did not have an income line item “NSF Fees Reimbursed” in our current Budget and I question why it should be an income item. I believe NSF stands for “Non-sufficient Funds” and should be carried as a Receivable and then offset when reimbursed. Interest income ($349.96) is the total of interest earned in our various Operating accounts and shows we are making some progress towards earning a better return.  

Administrative & General: Expenses for Postage and Copies exceeded the budget by 85% due to the fact that the budget provides for Newsletter mailings in a separate line item called “Newsletter”. 
Contract Services: Pretty much in line. 
Repairs & Maintenance: Within Budget. Overages occurred for repairs of Pool ($1,302.88) and Rec. Equipment ($100).
Parts & Supplies: In line with Budget.

Utilities: Gas is 25% and Water is 80% over budget. We ought to know why the bills are higher.
Taxes: None this month.
Insurance: Negligible overage in Workers Comp. We have an outstanding question: As BCA reimburses AAM for total salary and benefits including “Workers Comp” paid to the Admin. Assistant, why is BCA charged again in a separate line item “Workers Comp Insurance”?
Owners’ Equity: Operating Owners’ Equity stood at the end of July at $120,246.53, a gain of $2,871.12, as per B/S prepared by AAM.. 
Replacement Reserve Account at Merrill Lynch: 
The cash account at Merrill now reflects $187,936.49. ML is paying us on our cash balance 4.39% p.a. interest and they pay us on average 3.46% p.a. on our CD portfolio. The next CD matures on October 27, 2006 for $40,000 plus interest. BOD should consider investing $50,000 of the cash in a 2-4 year CD now.

The total balance in the Merrill account as of 7/31/2006 is $430,283.86 as compared to the Reserve Owners’ Equity calculated by AAM of $413,253.32.
Charles Schroeder 

Review of BCA Financials for August 2006 

Comments: The line item 5101 Administrative Assistant needs attention and explanations. The total salary paid for the first two months of the current Fiscal Year is $4,852.27 which, annualized, translates into $29,113.62 per year. Yet our budget for the year is $17,700. An analysis of how the budget figure was arrived at is in order. The starting point was the original contract that showed a salary of $1,145.84 per month and B&F was told that BOD had authorized an increase of 3% which would make it $1,180.22. To this one has to add the 26.15% of various benefits as per AAM. The end result is roughly the figure we have in the budget. When the current budget was developed, only the January 2006 actual salary numbers were available and the YTD amount was $12,520, but that included a one-time BOD authorization of overtime payments during October and November of last year. At the time B&F pointed out that it was necessary to receive verification of the budgeted salary figures both from AAM and the prior Board which the Committee did not receive. Now, we have to find out why the current payments exceed nearly 100% of the budget amount! The monthly Variance Report explains the reason as Time Clock Correction to come following month. But I do not know what that means. Possibly, the line item contains also overtime and payments for taking the BOD Meeting Minutes, etc. We then need to find out what the impact of the Summer Schedule has been on the monthly payments and why there should not have been a reduction in pay for less hours worked. 
Income: We recommend – as we have in the past – to merge the line item 4126 Clubhouse Rental into line item 4037 Facility Rental Income.

My copy of the Financials did not include the BCA Bank Statements and respective Balance Reconciliations and Outstanding Check List.
Administrative & General: Total within Budget. Overages in Plant and Office Expense are explained in Variance Report. (See also July Review as to use of Newsletter line item)
Contract Services: Overall within Budget. 

Repairs & Maintenance: Overall within Budget. Overages in Plumbing, Pool/Spa Repairs and Gate House Flag explained in Variance Report.
Parts & Supplies: Within Budget.

Utilities: Water was last month 80% and this month 64% over budget. We ought to know why the bills are higher.
Taxes: None this month.
Insurance: Within Budget as we do not show an expense for Workers Comp Insurance. 
Owners’ Equity: Operating Owners’ Equity stood at the end of August at $126,165.53, a gain of $5,919.00 as per B/S prepared by AAM.
Replacement Reserve Account at Merrill Lynch: 
The cash account at Merrill now reflects $189,654.64. ML is paying us on our cash balance 4.75% p.a. interest and they pay us on average 3.46% p.a. on our CD portfolio. The next CD matures on October 27, 2006 for $40,000 plus interest. BOD should consider investing $50,000 of the cash in a 2-4 year CD now.

The total balance in the Merrill account as of 8/31/2006 is $430,869.60, a gain of $585.74 as compared to the Reserve Owners’ Equity calculated by AAM of $412,795.91.
Charles Schroeder 
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