AGENDA TOPIC 6(c)

June 22, 2022
To:

Members of the Columbia Association Board of Directors

From:

Susan Krabbe, Senior Vice President/Chief Financial Officer

Cc:

Lakey Boyd, President/CEO
Dennis Mattey, Vice President, Community Operations
Jackie Tuma, Director of Audit and Advisory Services

Subject:

Response to June 16, 2022 Letter from Town Center Community Association on Villages’
FY22 Excess Cash Reserves

In his June 16, 2022 letter (attached) to Eric Greenberg, Chair of the CA Board of Directors, Lyn Locke,
Village Manager and Executive Director of Town Center Community Association (TCCA), requested two
amendments to CA staff’s recommendations related to the FY22 excess cash reserves calculation. CA staff
presented their recommendations to the CA Board and community at the June 9, 2022 work session. That
information is also attached to this memo.
1. “Include FY2019 expenses when calculating the expenses average as requested by all villages. FY2019
is the most recent ‘pre-COVID’ year that had normalized expenses and we would like those added to
FY2020 and FY2022. The three-year average will give a fair depiction of village expenses as FY2019
was close to normal and FY2020 and FY2022 had periods where business expenses were returning to a
‘modified normal pattern.’ We agree that FY2021 should be excluded as several State and County
Emergency Orders were in place and occupancy restrictions were placed on facility rentals which
resulted in an anomaly year for both revenues and expenses.”
To be clear, FY 2020 was the fiscal year in which the State-mandated shutdown was in effect for CA and
the villages from mid-March 2020 for the last six weeks of that fiscal year and well beyond, not a period of
“returning to ‘a modified normal pattern.’”
As stated previously, CA staff believes that FY 2019, completely pre-COVID, is an unrealistic, irrelevant
and misleading predictor for cash needs, because it reflects operating conditions that no longer exist for
the villages or for CA. We do not recommend that FY 2019 be part of this calculation for this reason. If
the CA Board chooses to include FY 2019, then staff recommends FY 2021 also be included for a more
balanced picture of current operating conditions.
2. “Exclude FY21 excess charge share for all Villages of $291,000 paid to all villages in a
proportionate amount in April 2021. Receiving the cash late in FY2021 did not allow for enough time
for planning to use the cash due to supply chain disruptions during FY2022, significant labor market
disruptions and the ability to hire staff, and dealing with significant cancellation and event changes due to
the pandemic.”
It is now over a year since the additional FY 2021 annual charge share grant funds were distributed to
the villages. First it should be noted that these funds are annual charge share funds for village

Page 1 of 2

June 22, 2022
To: Members of the Columbia Association Board of Directors
From: Susan Krabbe, Senior Vice President/Chief Financial Officer
Subject: Response to June 16, 2022 TCCA Letter on Villages’ FY22 Excess Cash Reserves

operations. If they are not needed for operations and are beyond the already expanded excess cash
reserves amounts, then they should be returned to CA. Perhaps more importantly, given the more than
12 months that have elapsed since the funds were distributed, these funds may have already been spent
and therefore already included in the operating expense component of the calculation. To exclude from
the excess cash reserves calculation amounts that might no longer exist is not appropriate. CA staff
recommends that the FY 2022 annual charge share grant increase be excluded, but not the FY 2021
increase.
The June 16 letter from TCCA includes a quote attributed to multiple non-profit advocacy group sources
recommending that nonprofits should reserve at least 3-6 months of operating expenses; ideally up to 2
years’ worth of operating expenses. In our opinion, it is not accurate to view this statement in isolation;
non-profit guidance and best practices are clear that the appropriate amount of reserves depends upon
various factors, such as the nature of funding sources and risk of unanticipated expenses. The statement
does not quantify the actual risks that would be mitigated by such a significant reserve, and does not
reflect current best practices based on our research in developing CA’s Emergency Cash Reserves
Policy approved by the CA Board in FY 2021. Using solely a factor of a number of months of expenses
may not reflect the actual risks that village operations face, which is one of the reasons that CA staff did
not propose using that basis for CA’s Emergency Cash Reserves Policy. If that is the context, then CA’s
current Emergency Cash Reserves funding of $5,133,000 would provide a reserve that is not even one
month of CA’s budgeted FY 2023 operating expenses, and CA’s risk profile is clearly much higher than
that of the villages.
The management contract between CA and the villages already provides for a “rainy day fund.” The
excess cash reserves threshold is currently 20% of operating expenses, plus previously CA Boardapproved exceptions to the calculation, such as the contingency fund distributions. This is then compared
to cash on hand excluding funds needed to meet existing liabilities.
The villages’ cash balances, their risk profiles and the submitted FY 2022 financial reports do not reflect a
need for cash above the levels enabled by the CA staff-proposed calculations. CA staff does not support
the amendments requested by TCCA.
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