
MEMORANDUM  

FOR: THE BOARD  

FROM: Bruce Wood  

DATE: July 8, 2007  

SUBJECT: Draft 2007 Multi-Year Budget Plan  

Attached is a draft 2007 multi-year budget plan, the product of meetings Brenda and I had with 

Marty and Roger during May, in which we reviewed the current 2007 budget and expenditures 

and multi-year budget plan. The bottom line, literally, is that we are running either modest 

surpluses or deficits, on paper. (See page 8, lines 60-63).  

I believe this long-range estimate is more refined than last year’s product. Buckets 1 and 2 reflect 

to a considerable extent Marty’s judgment, departing, however, in the trash collection area, 

where Marty recommended an annual 3% increase, and the plan reflects a 7% annual increase on 

a blended base for 2007 representing a 6.5% increase over end-of 2006. In view of our trash 

contractor’s notice of a second increase effective July 1 – a cumulative 25% increase over 2005, 

a 7% annual escalator is more realistic estimate as we hear about the prospect of $4 per gallon 

gas. That said, we may be able to reduce our trash expenses some by switching to another 

contractor, a matter that we need to examine closely. Assuming we do change contractors, 

however, I do not see where the savings will change the trend over the next few years, nor affect 

what decision we make on securing the financial security of the community.  

Bucket 1 actually runs lower than last year because of a more refined landscape maintenance 

estimate. When the 2006 plan was developed, we did not have the benefit of a re-signed, multi-

year landscape contract, and the plan estimated a higher new-contract price, and escalated higher 

in the out-years. The new contract was not much higher, and the plan reflects actual numbers 

during the term of the contract. The contract expires at the end of 2011, and I have assumed a 3% 

increase in 2012 and thereafter – a very modest increase.  

Bucket 2 runs slightly higher over the plan’s duration, though higher in the current year. We 

assume somewhat higher costs for fees and subscriptions, reflecting higher estimates for 

webmaster costs that are already running considerably ahead of what the Board budgeted last 

year. Maintaining the site, even with Estella’s still-considerable involvement and with our 

contractor’s cut-rate price (half of what he charges others), simply is costing more. If we are 

going to have a functioning website, it will cost more. It is a necessary cost of doing business.  

In Bucket 2, the plan also maintains the same snow removal estimate. Roger does have estimates 

for enhanced snow-removal services, but these are considerably more expensive, and I don’t 

recommend their adoption at this time.  

Bucket 3 is the area where most of the changes occur, as we fleshed out what we are actually 

spending or wish to be spending. There are the following highlights:  



First, with respect to lighting upgrades: Lighting upgrades originally denoted in the 2006 FEA 

reserve study, envisioned replacement of 37 lights and poles. The cost was significant, far higher 

than we incorporated into the budget plan last year. Since then, we have discussed repairing 

existing lights when necessary but replacing those lights above mailboxes to better reflect light 

downward to illuminate those areas. We still have no idea what this latter replacement will cost. 

The $7,500 budgeted in the plan last year for this year was intended to cover that cost, however. 

Instead, we repaired lights and installed new wall lighting in various places in the community – a 

worthwhile expenditure but not initially intended. We have retained the $5,000 per year 

placeholder to accommodate further repair and perhaps replacement of the mailbox lights at 

some point.  

Second, we have moved to Bucket 4, the major infrastructure budget, those items that were 

carried in Bucket 3 but which the Board decided to pay out of Bucket 4 because they relate to 

major infrastructure and for which we do not have the funds in the unrestricted reserve. These 

are street sealing, crack sealing, curb painting, visitor lot re-lining, and berm path resurfacing. 

Ancillary costs of removing the berm junipers is still reflected as a “miscellaneous greenery” 

cost paid out of the unrestricted reserve. We deleted placeholders for security and security 

upgrades in the absence of any plan to carry out this objective.  

Third, we specified in item 23 (“Other Landscape Projects”) those areas in the community 

requiring upgrading and/or constant maintenance and for which we previously have not budgeted 

with particularity. These are Stevenson Avenue, the Berm, Manchester Park, Entranceways, and 

the Chaucer View Circle entranceway island.  

Bucket 4 reflects several changes from 2006. First, those expenditures planned for later this year 

and moved from Bucket 3 are totaled in Bucket 4. With last year’s plan, we did not envision 

drawing on the restricted reserve in 2007; instead, we will now draw down over $28,000.  

Second, we have pushed back one year more significant repair of sidewalks, accepting Marty’s 

judgment that in 2008 we will not need to expend $15,000. However, we do assume $5,000 in 

2008.  

Third, we have assumed repainting the curbs every other year, more frequently than previously 

thought necessary, because the paint permitted to be used is now latex that is not expected to 

hold up nearly as long. One contractor told Roger we will need to repaint ever other year. So, 

that is what we plan.  

Following Bucket 4, note that we have created a new spending category – Bucket 5, a 

contingency reserve for both snow removal and legal costs, both of which we continue budgeting 

annually but both of which are speculative estimates of what will be necessary. Within the past 5 

years, we have spent from next to nothing on snow removal to almost $9,000 (2003). Two or 

three heavy snows, unusual but not implausible, will completely wipe out our annual $5,000 

snow removal budget and force us to re-program, perhaps significantly. With a contingency of 

$10,000 plus another $5,000 budgeted, we can withstand snow removal costs of $15,000 without 

any pain. Whatever is drawn down on the contingency reserve, should be replaced in the 

following year to maintain a $10,000 level.  



Similarly, legal fees are speculative. We budget a very modest $2,000 with this plan. However, it 

would not take much to balloon these costs if we had a controversy short of litigation that 

required significant consultation and work by our attorney. $10,000 is not princely, but it is a 

start.  

Again, the point of the contingency reserve is to plan for the unusual but not implausible. The 

alternative is to be required to re-program with potential disruption on our operational plans, 

and/or invade another reserve. We should avoid doing so, if possible, by better planning now.  

Looking at our income (page 8, lines 38-44), we have assumed higher interest, this year and in 

out-years, a function of both higher interest rates and a higher base (the unrestricted reserve 

maintained at $150,000). We also assume all interest is available for spending, inasmuch as we 

have attained the minimum $150,000 and plan to hold there. The numbers on page 8, line 47, 

reflect an estimate of twice interest – the interest accrued through the year previous and available 

for spending in the following year and the set-aside of estimated interest in the budget that can 

later be available for spending, as we decided earlier this year in moving about $9,700 from the 

set-aside to Bucket 3.  

The bottom lines are found on page 8 (lines 60-63). We are just above or just below the line. The 

specific numbers are less important than the trend over time, which is a steady decline over the 

next 5 years in our budget flexibility, while we face extraordinary expenditures for major 

infrastructure repair and replacement. Assuming cost estimates are reasonably accurate, and 

assuming our expenditure plan unfolds as projected, we would draw down the major 

infrastructure reserve at the end of 2011 to a grand total of $94. Now that is just a number; again, 

the trend is what is most important. Yes, even with this extensive drawdown, we assume 

maintenance of $150,000 in the unrestricted reserve which could be drawn upon to fund the 

community’s needs if necessary. However, the point of maintaining this reserve at $150,000 is to 

have it available for bona fide emergencies, not to fund cost overruns or to use because a Board 

has not planned well enough ahead of time for anticipated expenditures.  

It is true that after the coming cycle of major infrastructure repair and replacement has been 

completed, we arguably will have surpluses to draw upon in the extended out-years. However, 

over the next 5 years, we anticipate potential shortfalls, again, only assuming what we now 

know. Following are our options:  

Option 1: Hold income steady  

The projects set out conform to a considerable extent to what both the Treasurer and Property 

Manager have advised, and the cost estimates conform to their representations. These projections 

and timelines have been derived from the FEA reserve analysis presented in March 2006. That 

analysis focused solely on the status of the major infrastructure reserve but did assume that most 

work would be accommodated within that reserve. FEA concluded we had sufficient funds in 

accruing $44,400 per year to carry us through the heavy infrastructure repair/replacement years. 

However, that analysis did not look at the unrestricted reserve, thus is did not account for 

operational expenses from that reserve – Buckets 1, 2 and 3.  



Our margins in this reserve have been trending downward for several years, and we are likely to 

exhaust the unrestricted reserve this year, even while we have deferred maintenance in several 

areas, including Stevenson Avenue, the entranceways, and the berm. Landscape costs are lower 

than anticipated last year when the plan was finalized, because the new landscape contract had 

not yet been finalized. However, prior estimates for trash collection, even while assuming higher 

cost increases than historically, have still been too low, with trash collection costs skyrocketing 

since 2005 by almost 25%.  

By holding income steady and making no changes in planned infrastructure improvements or 

other improvements funded out of the unrestricted reserve, we will experience further reduced 

margins of safety and declining flexibility to respond to unanticipated events without disruption.  

Option 2: Hold income steady; defer infrastructure improvements and other planned community 

enhancements  

With this option, we would push out several years what FEA advised us we needed to be 

prepared to do, and it would mean eliminating a number of planned community refinements, 

perhaps indefinitely, including berm beautification, Stevenson Avenue maintenance and other 

items, and we would be unable to take on unplanned but necessary improvements when the 

opportunity arises. This would potentially jeopardize infrastructure, force us to spend more later 

when we did schedule these improvements, and lead to a gradual decline in the Mews’ ambience.  

Option 3: Increase income (dues) to align anticipated (and planned) improvements with current 

cost projections (Recommended)  

This option recognizes and accommodates our funding obligations, and it better ensures the 

ability to continue enhancing community ambience. Dues were increased from $60 per month to 

$100 per month effective January 2000. They were increased again to $125 per month effective 

January 2004, with the entire $25 increase dedicated to repair and/or replacement of major 

infrastructure. For everything else – Buckets 1, 2 and 3 – we have been operating at $100 per 

month for the past 7 and one-half years. We no longer have the flexibility to take on significant 

enhancements through Bucket 3 because over 90% of the unrestricted reserve is consumed by 

contract expenses and other mandatory costs in Buckets 1 and 2, respectively.  

We have about exhausted all funds available in Bucket 3, not because of profligate spending, but 

in merely trying to meet current needs. What remains to be spent in Bucket 3 is what we are 

accruing in interest the balance of this year. We are unable to spend much of anything more on 

community enhancements the rest of the year and can hope there is no rude surprise for which 

we would have to find funds in either the restricted reserve or by invading the minimum reserve 

balance of $150,000. Avoiding the rude surprise is why we also recommend a new contingency 

reserve of $20,000.  

Nor do we believe that a new trash contract alone will make a material difference in the overall 

projections. A preliminary estimate indicates a savings of perhaps $9,000 a year. If accurate, that 

is not insignificant, and the Board is obligated to seriously consider this alternative. However, a 



$9,000 annual improvement, assuming it is annual, still does not give us the necessary flexibility 

in the out-years.  

We can project only so far, with the best assumptions available to us. If we defer a dues increase 

now, as we did last year, we will continue pinching our operational reserve and we will be 

gambling that our major infrastructure replacement costs come in as projected. If we are right, 

our operational flexibility is near zero over the next 5 years. If we are wrong, a future board 

would be faced with increasing dues considerably more to meet the immediate funding 

challenge, even perhaps a special assessment.  

To avoid this scenario and to give us the margins of safety we need now, permitting us to 

enhance the ambience of the community while meeting our FEA-recommended infrastructure 

replacement, we recommend a dues increase of $25 per month, effective January 2008. That will 

inject $44,400 per year into our income stream. It will immediately relieve the pressure in the 

unrestricted reserve, where our mandatory obligations now consume over 90% of the budget. 

And, it will give us the flexibility of dedicating additional amounts to the restricted reserve, if 

necessary. Amounts unspent in any year and not transferred to the restricted reserve can accrue 

in the unrestricted reserve and be available at any time, if necessary.  

We urge your support of this recommendation.  

# # #  
 


