PPCMA Update 10-01-09
Dear PPCMA Members:

Five Directors Call “Special Meeting” of PPOA Board 

A “special meeting” of the PPOA Board of Directors has been called, in accordance with Article 7, Section 4 of the PPOA Bylaws, for Monday October 5th, 2 pm at the Clubhouse. This meeting was called by five of the nine current Directors, those being Marv Jensen, John McComas, Mike “Robo” Robinius, Tom Roman and Cissy Wilson. It is noteworthy that these five Directors constitute a majority of the Board. The agenda simply states a new business item as follows: “Consider changing the Officers of the Pecan Plantation Owners Association and the Pecan Plantation Country Club.” 

We have no further information on this special meeting, but can say we believe this is an unprecedented event. Never to our knowledge has a meeting such as this one ever been called at Pecan Plantation. Obviously, this promises to be a most interesting meeting.
2010 Budget Review – Finance Committee
On September 22nd, the Finance Committee spent nine hours reviewing a 2010 Budget proposed by management. The PPOA Board had previously reviewed the budget prior to Finance seeing it. For the first time ever, a “line item” Operating Expense Budget was shown, by department, with a bottom line net income of $8,865. 

Also, a detailed review of PPOA’s Organization Charts was included, along with a $1,132,900 Capital Budget for 2010. Of total capital, $475,000 is to allow a one year versus three year seal coat program for roads now in need of sealing and $150,000 is for drainage repairs. The remaining $507,900 is spread across a number of other areas, including $116,500 for F&B and more Clubhouse renovation. 

To review the 130 page Budget Presentation complete with all pertinent assumptions, as shown to Finance on September 22nd, please use the link below.

http://www.ppcma.org/Misc_/2010_Budget_Presentation.pdf
After a very lengthy review and discussion, a decision was made to reconvene after members had more time to study the details. Finance then met on September 30th to attempt to reach a consensus recommendation to the Board regarding the Budget.

Through the discussions, it was evident that a general concern existed regarding cuts to both Road & Ground maintenance and Security. As such, on the 30th management proposed adding back two R&G personnel and one additional Security position, at a fully benefit burdened cost of about $70,000. In order to fund the additional positions, the GM proposed the following cost cutting measures, with the approximate corresponding benefit as shown below.
Reduce 401K Match by 50%



+$18,000

Increase Stable Rent to $250/month

  
+$7,200

Eliminate GM Bonus Accrual



+$22,500 

Refined Healthcare Plan Costs


  
+$5,000

Eliminate Extra Dumpster Roll-off

  
+$4,800

Refined Liability/D&O Insurance Cost
  
+$4,500

Total Expense Reductions to Original Budget
+$63,800

These reductions will cover adding back the Security and Roads & Grounds personnel, leaving PPOA with a bottom line net income of $2,179, or roughly break even operations in 2010.

Between the two meetings, one PPOA member with a professional background in printing contacted a commercial printer and received detailed quotes for Columns printing.  In this analysis, it was discovered that PPOA has actually been using a “broker” to manage Columns printing.  While there may be other savings opportunities to be had in this area, PPOA can likely save $27,000 simply by going directly to the printer and changing only the cover paper from 100# to 60#, which is the same as the current interior 48 pages.  The colors all stay the same.  This change will have little impact on the quality seen by the members.  The GM will be contacting the printer immediately to review the bid in detail and move forward on achieving these savings.   

Also, it had been noted that PPOA appears to have an excellent opportunity to lock in lower electric rates, effective July, 2010. The budget savings could be as much as $15,000. Management is pursuing this opportunity.

Finance felt that these two items should be incorporated into the 2010 Operating Budget, once verified. Printing and electricity reductions have the potential to bring net income up to $42,000. Assuming the Columns printing and electric rate changes work out, it was agreed by Finance that these items need to be included in the Budget.

There were several other cost reduction areas that the Finance Committee identified and discussed at great length. There was much discussion as to whether or not a “balanced” (break even) or a positive net income budget should be forwarded to the Board. Some favored a more positive income approach, to generate funds that could be used for operational contingencies or a further economic downturn, but no consensus was reached. As a compromise, Finance agreed to forward the list of potential cost savings items to the Board for further consideration. 

Potential Savings Ideas for Board Action or Further Study
REDUCE MERIT POOL FOR NON-MANAGEMEMNT FROM 2.9% TO 2% (0.9% OF POOL IS $21,362 SAVINGS)
ELIMINATE REMAINING 401K MATCH ($18,000 SAVINGS)
ELIMINATE 75% OF $24,000 TRAVEL & EDUCATION BUDGET ($18,525 SAVINGS)

ELIMINATE 75% OF $9,400 DUES & SUBSCRIPTIONS BUDGET ($7,000 SAVINGS)

REDUCE “MEMBER SERVICES” CHARGES BY 25% ($15,000 SAVINGS) 
PRO SHOP MERCHANDISER ELIMINATED ($8,000 SAVINGS)
TENNIS SHOP ATTENDANT “COST CARRY” ELIMINATED ($12,500 SAVINGS)
HEALTH INSURANCE MORE IN LINE WITH DCBE ($72,000 SAVINGS)
MORE SEASONAL LABOR USEAGE IN F&B (?)
Potential Savings

Merit Pool

$21,362

Travel


$18,525

Dues/Subs.
  
$7,000

Member Svcs
$15,000

ProShop

$8,000

Tennis

$12,500

Health Ins.

$72,000

Total
         
$154,387
When considering the starting point of the Finance Committee review process, cost savings of up to $63,800 + $27,000 + $15,000 = $105,800 may well make it to the bottom line. This created the opportunity to add back in sorely needed funds of $70,000 for Security and Roads & Grounds maintenance.

In addition to this $105,800 in savings, potential ideas for further savings, which total $154,387, were identified as shown above. This brings the probable plus potential savings that has resulted from Finance’s review of the Budget to $260,187! As one can see, PPOA’s budget is certainly not “bare bones.”
It is very unclear what, if any, of the areas for potential savings will receive a favorable reception from the Board. One Finance member felt strongly that, in light of the current economy, merit raises should be reduced from 2.9% to 2%, and use the funds saved to help pay for someone to better manage PPOA’s purchasing and procurement activities. That idea will be footnoted in the transmittal to the Board.
Thanks for reading and helping to "spread the word!"

Thank you,


PPCMA Advisory Council

Jim Allen

Kate Dodd

John Gehring

Steve Haines

Ray Stallings

Dan White


To Join PPCMA, simply e-mail us at

PPCMA@charter.net
www.PPCMA.org
