
Page 1 of 10

LCA Board Meeting 20080618 MINUTES.rtf 7/10/08 11:29 AM

LCA Monthly Board Meeting 2008-06-18

Meeting Minutes

PRESENT: 
Russel, Theresa (sp?), Fred (Shofam); Teresa, Jaysun (4722 Assoc. AND 
1014 S 47th St); Julie (Vortex); Jennifer (Tree House); Robert (Ailanthus); 
Rick (Percolator).

PREPARED AND SUBMITTED BY: 
Robert Monk, LCA Secretary
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SUMMARY / TABLE OF CONTENTS

I Regular Business

 A. Next Meeting >> Monday, July 14th @ Ailanthus

 B. Community Check-ins
 C. Financial Report (see "Appendix A" attached)
 D. Maintenance Committee Report >>TH roof...

II Old Business

 A. Loan and Maintenance Finances
  1. REPORT: Jim Jones visit >> Jim impressed by LCA resources.
  2. DISCUSSION: Jim Jones recommendations (see "Appendix B" attached)

>> We highlighted recommendation to centralize $4K more.
  3. DISCUSSION: Deciding Loan Amount and Paying for Resulting New Debt 
Service (see "Appendix C" attached) >> RM's draft proposed budget informally 
approved for further development
  4. DISCUSSION: Set up contracts for major projects funded by loan money.

>> Shofam roof, 1014 S 47th Grant proposals...

 B. DISCUSSION: Shofam
  1. Meeting Participation >> Russel has had many emergencies; every 
community must band together to send SOMEONE.
  2. Quarterly Reports/receipts >> Russel will submit by June 23, '08.

III New Business

 A. GRANT PROPOSALS: 1014 S 47th
>> APPROVED: $2800 and $4500 for kitch. tile and 2nd/3rd ßoors 

re-Þnishing.

 B. Shofam Roof Repair Delays >> We have $ for dep.
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 C. PROPOSAL: Create paid Maintenance Director position.

>> General approval at June '08 meeting; tabled for more detail; 
$10K annual budget ßoated.

 D. PROPOSAL: Increase Bookkeeper fee to compensate 
Steve for additional work on tax returns

>> Steve would want outside help, rather than more responsibility

 E. PROPOSAL: Change corporate address or make 
immediate plan to facilitate receipt of mail at 4722 Baltimore 
Ave. >> Teresa & Robert to develop proposal

 F. SCHEDULING: Next General Membership Meeting
>> Sunday, September 14th @ A-Space

IV Tabled Business

 A. PROPOSAL: Change funding system for minor 
maintenance  (see "Appendix D" attached)

 B. Membership/Education/Outreach Cmty. Rpt.
Stevie had emailed with interest in reviving the mostly defunct 

committee, but could not attend the meeting.

 C. Fundraising for NASCO Membership Cost

 D. PROPOSAL: Create paid Maintenance Director position.
>> General approval at June '08 meeting; tabled for more 

detail; $10K annual budget ßoated.
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MINUTES

I Regular Business

 A. Next Meeting >> Monday, July 14th @ Ailanthus

 B. Community Check-ins
Secretary was eating and had general approval not to 

take detailed notes. However:

   1. 4722 Assoc.
Currently interviewing from 12 candidates for apartments.

   2. 1014 S 47th St
Doing repairs (including Grants Proposals, handled below) 
prior to move-in, most folks probably around August 1.

   3. Tree House
Lots of turnover. Scheduling with _____?, a spiritual 
consultant, to lead in re-dedicating the new group together as 
a community.

   4. Shofam
Russel's father in prison with heart condition that's not being 
properly addressed there -- please call to request proper care. 
This and other has been taxing. Theresa (sp?) moved in, but 
maybe leaving again (?). Russel's nephew moved in and 
working out.

   5. Vortex
Rare interpersonal strain over use of Barbara's old room.
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   6. Ailanthus
Still looking for a mason. Want to coordinate exterior house 
re-painting with Jaysun/1014 S 47th (or is it for 4722?).

   7. Percolator
Francesca now NOT moving out. Guede taking over Þnances. 
Didn't get Þned (managed to comply with L&I warning). Due to 
turnover, will have to be late (but not more than 1 month) with 
cost-share for a couple (?) months.

 C. Financial Report (see "Appendix A" attached)
Treasurer, Misia, could not attend and there was no copy 

of the latest Þnancial report at the meeting.
We roughly reconstructed account status of the 

communities, noting Percolator thought they were behind, but 
not by more than one month; Shofam current on cost-share 
(with quarterly reports/receipts to be submitted by June 23); 
Ailanthus current; Tree House current, except for 2006-2007 
maintenance balance to be paid this month, but Ephraim debt 
still outstanding; Vortex (?); 4722 to pay June cost-share (they 
pay 2 months at a time and Teresa thought June had been 
pre-paid); Nyumbani balance due was not addressed.

 D. Maintenance Committee Report (see Appendix C -- 
"Maintenance Financial Analysis")

Robert reported most of the 'committee's' work would be 
addressed in the Jim Jones/Loans reports under Old 
Business.

We considered the status of the Kurtz Construction 
rooÞng project at Tree House, concluding that steady 
oversight is required for all large maintenance contracts. 
Jennifer received various perspectives on the situation with 
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Kurtz (they failed to tarp torn-down roof in preparation for 
predicted rain, resulting in water damage; they did not 
respond properly to repeated requests for a Þnal contract for 
LCA signature; they did not provide the requested written 
promise to repair water damage in a timely manner...). 

In summary, Jennifer was advised to try to salvage the 
Kurtz job, get a fair contract based on prior understandings, 
and get separate compensation for repairs, trouble dealing 
with water entering house, and any mold abatement 
reasonably attributable (with help of mold experts) to the 
water that entered house due to Kurtz negligence.

We agreed to see that someone is at the house regularly 
during work hours to ensure performance by Kurtz.

II Old Business

 A. Loan and Maintenance Finances
  1. REPORT: Jim Jones visit (see Appendix B -- "Jim Jones 
Recommendations")

We mused on Jim's visit, noting differences between LCA and typical 
NASCO member organizations (they're student housing with high turnover, near-
market rents; we're long-term housing with lower turnover and below-market rent 
a central aspect of our mission).
  2. DISCUSSION: Jim Jones recommendations (see "Appendix B" attached).

We highlighted Jim's recommendation to hold money for minor 
maintenance more tightly (see tabled Proposal to Change Minor Maintenance 
Funding System).
  3. DISCUSSION: Deciding Loan Amount and Paying for Resulting New Debt 
Service (see "Appendix C" attached)

Robert presented his latest draft of a proposed maintenance budget 
featuring new annual increases to cost-share to pay for loans and to close gap 
between deÞcient major maintenance budget and actual needs for major 
maintenance. The annual increases of about $100 total (in place of current $50 
inßation-only increases) could freeze by around 2015, holding steady for several 
years while inßation catches back up, at which point they would again increase 
modestly with inßation. Robert noted that this proposal is similar in terms of 
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cost-share increases to the recommendation from Jim Jones in his Pro Forma.
We discussed the impact on actual current residents (about $20/mo. 

increase, once per year), and on our long-term relationship to the neighborhood, 
and to our mission of affordable (below-market) rents. Robert noted that the peak 
relative to market rents would be around 75% to 80% of market in 2015, and 
would drop off slightly after 2015, for a few years before rising in parallel with 
inßation, probably around 75%.

There was general consensus that the increases are do-able, as well as 
necessary, rather than simply bequeathing more deferred maintenance to the 
next generation of often- beleaguered LCA board members.

Jennifer suggested that we need to work to prepare general membership 
for the additional cost-share increases leading up to the September General 
Membership Meeting (GMM), and suggested that if there is serious dissent 
among the general membership, we point out alternatives such as grant writing, 
major and sustained fundraising, or the difÞcult development of sliding-scale 
cost-share programs within individual communities and/or among communities. 
The board is unlikely to have time/energy for any of these, so if cost-share 
increases subsequent to Oct. 2008 are to be minimized, other membership will 
need to step up.
  4. DISCUSSION: Set up contracts for major projects to be funded by loan 
money.

Although this agenda item was not addressed as such, we did agree to 
move forward on contracting for the Shofam roof, and the 1014 S 47th Grant 
proposals. Ailanthus is seeking bids for major concrete/masonry and for a 
furnace replacement and exterior repainting.

 B. DISCUSSION: Shofam
  1. Meeting Participation >> Russel has had many emergencies; every 
community must band together to send SOMEONE.
  2. Quarterly Reports/receipts >> Russel will submit by June 23, '08.

III New Business

 A. GRANT PROPOSALS: 1014 S 47th
Jaysun presented for 1014 S 47th Community (yet to be 

renamed). 

TWO GRANTS APPROVED 
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(Treasurer to issue checks as requested):

  1. New tile ßoor on new subßoor for kitchen
    a. To be installed by Jaysun w/ helpers
    b. Cost: $2800

  2. Sand and re-Þnish 2nd and 3rd Floors
    a. Jason to do re-Þnishing and sanding unless a sub can do sanding cheaper.
    b. Materials to include expensive zero-VOC Þnish.
    c. Cost: $4500

 B. Shofam Roof Repair Delays
As part of wide-ranging discussions about various 

maintenance management challenges, we noted several 
things about Shofam's roof repair grant:
   1. The delays for this major maintenance have resulted in strained 
personal relations among residents at Shofam (and this is one more 
reason deferred maintenance is costly).
   2. The delays appeared necessary to the LCA board, due to Þnancial 
constraints and to prioritizing repair of the roof at Tree House.
   3. Between savings through a long period of delays, and the loan 
money anticipated by the end of July, 2008 from our initial $100,000 loan, 
there is enough cash on account that Shofam may enact its approved 
grant for roof repairs up to the amount approved for the Kurtz proposal 
from several months previous (although we currently have only enough 
for a deposit). 

In view of questions concerning Kurtz' performance on the current 
project at Tree House, Shofam may seek and accept other proposals.

 C. PROPOSAL: Create paid Maintenance Director position.
We had more wide-ranging discussions about maintenance 

management, especially in light of the experience of poor performance 
by Kurtz on the Tree House job, largely attributable to the absence of 
regular and one-voiced oversight by an LCA representative.

Julie asked how much it would cost. Jennifer stressed that 
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savings of reducing the number of botched maintenance contracts and 
negotiating better in the Þrst place. Robert suggested we might need to 
monitor 5 major jobs per year, each of 1-week duration. Julie calculated 
cost for oversight of such a schedule at about $10,000. Jaysun 
stressed the time/cost of developing relationships with contractors and 
obtaining contracts in the Þrst place. Russel stressed the need to be in a 
position to send contractors off the job and replace them, when the Þrst 
one makes a big mistake (have not only 3 estimates for every major 
maintenance job, but 3 VIABLE estimates we'd be willing to accept, if 
necessary).

We concluded that there is need of the position proposed, that 
savings and/or newly-budgeted maintenance funding can pay for it, and 
that more details need to be worked out, such as to whether the person 
(or persons) will work on a per-job basis or receive a ßat fee annually.

!D. PROPOSAL: Increase Bookkeeper fee to compensate 
Steve for additional work on tax returns

Julie reported for Steve that he's not interested in the additional 
responsibility. We would want to budget between $200 and $500 
annually for an accountant to take his books and do our taxes, if income 
goes over $100,000.

Julie asked about the effect of the loan money, and Robert 
reported that Jim Jones had advised it gets treated as a liability off-
setting the income to zero (or less-than?).!

Robert to follow-up with Jim for more detailed tax advice 
concerning the new Þnancing and possible shift to new income for minor 
maintenance.

 E. PROPOSAL: Change corporate address or make 
immediate plan to facilitate receipt of mail at 4722 Baltimore 
Ave.

This was a horrible encore of the previous meeting's discussion of 
how to be sure we receive notices about L&I violations at our properties.

We settled in the direction of getting (and CHECKING 
REGULARLY) a post-ofÞce box for LCA business. 
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Teresa and Robert to work out a solution for approval.

 F. SCHEDULING: Next General Membership Meeting
>> Sunday, September 14th, 3pm-6pm @ A-Space

>> Possible food and/or party afterward
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June 2008 Financial Report:

Who owes what:
Ailanthus! --!! All Paid up
Nyumbani! --! Owe $845.64 (1906.30 unspent maintenance money - 1060.66 Security 
Deposit)
Percolator! --!! Owe June Cost Share Q1&2 financial report
Quilumbo Shofam! --! Owe $90 May Cost Share, Final Financial Report and receipts 
from Q1,2,3, Q1&2 financial report
Tree House! --! Owe! $469.99 (Oct 05), $184 unspent maintenance money, Q2 
financial report
Vortex! --!! All Paid up
4722! --!! June Cost Share

Pentridge Children's Garden -- $459 ($246 this year, $213 last year's property tax)

Harmony House! --! Owe (Jun& Jul '06), (Sept, Oct, Dec-Feb, April-Dec '07), (Jan - 
June '08). loan installments (received a payment in 8/06, 11/06 & 3/07)

Harmony House -- $10976 Debt from FY03-04 & 04-05 & 05-06 (Original Debt was 
$7600 in!Owed Cost Share + in $5076 Owed Maintenance, so far they have paid 
$1600)

Current Balance:
! ! $25,415 in our general fund (This can be used for maintenance grants)
!!! $10,000 in our emergency fund (the goal is to have $10,000 for emergency 
maintenance)
!!! $4800 set aside for our property taxes which are due in February (I am setting aside 
$1200 a month)
!!! $1000 set aside for insurance down payment which is due in September (I am 
setting aside $1000 a month)
! 

Agenda Items:
!!! .

Notes:

! 
!! 
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APPENDIX B

"NASCO Development 
Recommendations"



MEMORANDUM
To: LCA board  and  members
From:  Jim Jones
Re: Thoughts  on organi zati onal  matters

Date:  June 4, 2008

Thank  you again  for  your  hospi tal i ty  during  my  recent  visi t  to Philadelphia!   I 
particularly  appreciate  the nice weather  that  you had  for  me.   But  seriously,  i t  
was my  very  fi rst  visi t  to your  ci ty, and  I was pretty  impressed.   I just  hope that  I 
can visi t  again  when  I have more time to see something  outsi de  your  
neighborhood!

IÕm continuing  to work  wi th  Robert  and  Teresa on strategy  and  numbers  for  
borrowing  from  Commerce Bank, but  you have a very  friendly  relationshi p  with  
your  lender,  and  I donÕt  anticipate  any  big problems.   Unfortunately,  the numbers  
arenÕt  qui te as rosey  as I thought  they  were when  I was there,  and  your  charges  
may  have to increase  a bi t  more than  I thought  at  the time.   

Though  of  course  thereÕs a trade  off  between  how  much  you borrow  and  how  
much  you have to pay, and  weÕll  know  more when  RobertÕs replacement  study  is 
done.   In the meanti me,  i tÕs pretty  clear  that  you should  borrow  $100,000  
immediately  and  secure  a line of  credi t,  as we discussed  at  the coffee shop.   The 
only  real  question  is how  much  you ul timately  want  to borrow.

But  the purpose  of  this memo  is to of fer  some addi ti onal  suggestions  that  are 
more organi zational  than  financial .   

I of ten  look  for  organizati onal  solutions  to underlying  problems,  rather  than  just  
focusing  on the surface issues.   In this case,  LCA has deferred  and  under - funded  
maintenance  for  a long time,  and  rather  than  just  raising  rates  and  borrowing  
money,  I think  itÕs also  important  to look  at  why  that  might  have happened.

As I talked  wi th  various  members  of  LCA, I sensed  a general  lack  of  identi ty  that  I 
believe is holding  back  the organi zation  from  real i zing  its ful l  potential .   The 
problem  isnÕt  too  surpri si ng,  given your  history.   MNS was the parent  of  LCA, and  
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when  it  died,  LCA suddenly  had  to find  its way in the world  alone (IÕve sometimes  
fel t  that  thinking  about  our  co- ops as people can be helpful  Ð ignore me if  this 
seems  weird).   

LCA has since been  trying  to redef ine itsel f ,  perhaps  as a land  trust,  al though  
that  doesnÕt  fi t  too  well, perhaps  as a non- prof i t  provider  of  af fordable  housing,  
al though  not  al l  members  are poor,  or  perhaps  as a kind  of  cooperative (that  we 
call  Ògroup  equi tyÓ cooperative).  

There has also  been  a tension  between  the relationshi p  of  individual  to the 
Òcommuni tiesÓ in each  house  and  thei r  relationshi p  to the central  organi zation.  
The role of  individual  members  is in a period  of  transi tion,  with  new  ties between  
each  person  and  LCA now  supplementi ng  thei r  connections  wi th  housemates.   

While some people may  have a sense of  where al l  this is heading,  i tÕs not  clear  
that  thereÕs a consensus  on organi zational  identi ty  or  di rection.   Part  of  this 
problem  stems  from  the variety  of  needs  that  LCA is trying  to meet.   While some 
in the organi zation  (notably  at  Vortex)  have long standi ng  commi tments  to thei r  
house and  neighborhood,  most  others  are young  and  mobi le,  general ly  staying  in 
LCA for  just  a short  time before moving  on.  ItÕs possible to focus on the needs  of  
one or  the other  of  these groups,  but  finding  a way to serve both  well  is di f f icul t.  

Being something  of  a structure  freak,  I couldnÕt  help  but  wonder  about  how  IÕd 
approach  this si tuation.   These are my  thoughts,  for  whatever  theyÕre worth:

1. Hybrid  structure  to serve di f ferent  needs.    While I donÕt  know  of  anywhere  
else that  does this,  you may  want  to consider  LCA to be a cooperative for  
most  of  the members  and  a land  trust  for  others.   For  Vortex  speci f ical ly, 
but  potenti al ly  for  other  long- term  groups,  you could  consider  sel l ing  
them  the house  whi le retaining  ownershi p  of  the land.   In this way, you can 
also  have some control  over  the resale of  the house if  that  group  leaves.

Because LCA is tax  exempt  and  the individual  communi ti es  are not,  you 
would  have to sel l  the property  at  market  value.   However,  if  you retain  
ownership  of  the land,  this amount  is reduced.   It might  be di f f icul t  for  a 
communi ty  to get  f inancing  from  a bank  wi thout  ownershi p  of  the land  as 
well  as the bui lding,  but  LCA has the unique abi l i ty  to finance the sale,  
since there is currently  no bank  loan  secured  by the bui lding.   

You might  also  think  about  using  this income stream  for  the purchase  of  
another  property.   Let me know  if  youÕd like more thoughts  on that.
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2. Reinvent  the rest  of  LCA as a more integrated  cooperative.    Instead  of  
thinki ng  of  yourselves  as an association  of  houses,  you might  want  to 
conceive of  the LCA as a single enti ty  with  branches.   This is actual ly  the 
legal  real i ty  anyway,  but  there are other  advantages  to this.   

a. The number  of  members  in LCA is real ly  very  low, and  each  
individual  communi ty  is posi tively  tiny.   Sometimes  these smal l  
groups  have members  wi th  tremendous  ski l ls,  and  other  times they  
donÕt  have anyone who knows which  end  of  a hammer  to hold.  
Finding  ways to use ski l ls at  the LCA level  is cri tical .   

b. At a more fundamental  level, having  a shared  identi ty  and  sense of  
purpose  is even more cri tical .   Strengtheni ng  the concept  of  
membershi p  in LCA as a whole could  help  with  this.

As I understand  it, new  residents  now  become members  of  LCA as well  as 
of  the individual  communi ti es.   This is an extremely  important  f irst  step,  
and  other  steps  should  fol low.  For  example,  an orientati on  program  for  al l  
new  members  would  be very  helpful .

3. Establ ish  a commi ttee  structure   to deal  with  LCA- wide problems.   The 
board  can delegate  some of  i ts authori ty  to such  groups,  and  hopeful ly  
doing  so will  bring  more members  into  the process.   

IÕm reminded  of  the only  co- op thatÕs like ours  outside  of  North  America,  
called  STUCCO cooperative,  in Sydney,  Austral ia.   STUCCO is di f ferent  in 
that  i tÕs a student  group,  but  i tÕs simi lar  in that  i t  has 38 members  in 8 
apartments.   ItÕs very  di f f icul t  to bring  together  members  from  dif ferent  
apartment,  just  as it  is from  di f ferent  houses.   TheyÕve solved  the problem  
by requi ri ng  that  one person  from  each  apartment  serve on a commi ttee:  

Building  & Maintenance  are responsible for  repai rs,  addi ti ons  and  
maintenance  to the bui lding,  and  is a fun  commi ttee  if  you enjoy  tool ing  
around.  The purchase  of  major  i tems,  contracti ng  tradesmen  for  larger  
works and  the general  cleanl iness  of  common  areas are also  taken  care of  by 
B & M.

Member ship  is the publ ici ty  machine  of  STUCCO, adverti sing  for  new  
prospective members,  maintai ni ng  a list  of  these people and  arranging  
interviews for  them  when  a room  becomes  available.  They  also  take care of  
new  members  and  thei r  lease,  bond,  etc.

Finance looks af ter  the income  and  expendi ture  of  STUCCO, such  as petty  
cash  and  rent  payments,  deal ing  with  the finer  points  of  the workings  of  
STUCCO.
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Panda stands  for  Problems  and  administrati on,  and  oversees  issues  such  as 
rent  payments  and  meeting  attendance.  They  also  take minutes  at  meetings  
and  deal  wi th  the rare conf l icts  that  arise within  uni ts  or  wi thin  STUCCO as a 
whole.

This exact  formulati on  may  not  make sense for  LCA, but  you can see how  
involving  nearly  al l  of  the members  in these commi ttees  would  improve 
communications  and  bring  the group  together.   

(For more  information  on  STUCCO, see  

http:/ /www.stucco.soc.usyd.edu.au /about.html)

4. Central  administrati on  of  maintenance  money.    I believe that  this is al ready  
in the works.   Of  course,  thereÕs a tension  between  accountabi l i ty  for  funds  
and  giving people enough  autonomy  that  work  will  be done.   I applaud  the 
efforts  that  youÕre making  in this di rection,  however,  which  should  make 
your  maintenance  system  work  much  better.  

5. Hire a Project  Coordinator  for  major  rehab  work.      You have some very  
ski l led  members,  and  given the amount  of  money  that  youÕre about  to 
borrow  and  the shear  volume of  work  youÕre about  to undertake,  i t  makes  
sense to hi re one of  them  to represent  LCA wi th  the ci ty  and  the 
contractors.   

In the normal  course  of  events  you may  or  may  not  need  somethi ng  
simi lar.   I heard  several  people complain  about  being  treated  wi thout  
respect  by contractors,  and  having  an off icial  coordinator  could  help  wi th  
this problem.

I hope that  some of  these ideas may  be helpful .   Neily is your  regular  contact  
person  at  NASCO, so IÕll copy  her  wi th  these thoughts.  Let me know  if  thereÕs any  
other  way that  we can be of  help!

JJ
6/4/08
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Financial  Recommendations  

For the  Life  Center  Association
June,  2008

These  recommendations  are  intended  to  explain  and  elaborate  on  the  numbers  in  the  
accompanying  pro  forma  documents.   I plan  to  send  a separate  set  of  organizational  
suggestions,  but  this  page  is  important  for  your  consideration  of  loans  and  capital  
improvements.

These  numbers  are  somewhat  different  from  what  was  discussed  in  our  recent  meeting  
at  the  coffee  house.   They  incorporate  changes  that  we discussed  plus  some  
corrections  and  other  adjustments.   I’m sorry  that  I can’t  be  in  Philadelphia  to  go  over  
these  in  person,  but  I would  encourage  you  to  email  or  call  me  with  any  questions!

Notes  on  the  Pro Forma  Development  Budget:

1. Total  amount  to  be  borrowed.   The  total  amount  to  be  borrowed  depends  on  a 
number  of  factors,  including  interest  rates,  how  much  the  charges  will increase,  
necessary  maintenance  work,  etc.   Because  of  a problem  noted  in  note  one  on  
the  Operating  Pro  Forma,  it  no  longer  appears  possible  to  borrow  the  full  
$200,000  which  was  originally  planned.   In this  pro  forma  budget,  we are  
suggesting  two  loans,  one  for  $100,000  and  a second  for  roughly  $68,000.

2. Renovations.   The  total  amount  which  can  be  used  for  renovations  is  estimated  
at  $140,700.   While  a number  of  projects  are  listed  here,  it’s  not  clear  what  the  
costs  should  be  (I’ve found  different  estimates  in  different  documents)  .  I’ve 
taken  out  the  amount  for  the  Vortex  stairs  because  it  appears  that  the  work  is  
being  done  at  minimal  cost  through  volunteer  effort,  and  I’ve reduced  the  
amount  for  windows.   If all  window  work  can’t  be  done  initially,  I would  suggest  
that  the  worst  problems  be  addressed  with  the  loan  money  and  a few  additional  
windows  be  replaced  each  year  thereafter.   

3. Loan  related  costs.   These  costs  are  fairly  conservative.   The  amount  for  NASCO 
is  a lot  less  than  our  regular   fees  because  of  the  preliminary  work  done  by  
Robert  Monk  with  Commerce  Bank.   

It’s possible  that  the  amount  to  be  borrowed  will turn  out  to  be  less  than  75% of  
the  value  of  one  house,  if that  value  is   225,000  or  more.   If it’s  possible  to  use  
just  one  house  for  collateral,  some  of  the  costs  should  go  down.  
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Notes  on  the  five  year  Operating  Pro Forma:

1. First  year  room  charges  are  increased  by $100  per  community  per  month.   This  
results  in  a lower  revenue  than  was  shown  on  the  first  draft  pro  forma  which  we 
looked  at  in  the  coffee  shop,  and  this  reduction  has  resulted  in  some  other  
changes,  as  noted  below.

2. Minor  maintenance  charges  included  in  central  budget.   This  amount  (initially  
$4,000  per  location  per  year)  is  now  incorporated  into  the  LCA budget  and  
charges.   After  year  1, the  amount  is  shown  as  combined  for  the  sake  of  
simplicity.

3. Allowance  for  vacancies .  This  is  a standard  allowance  acceptable  to  the  lender.  

4. Annual  increases  in  charges  and  expenses .  
a. General  inflation  is  estimated  at  3%, although  clearly  this  will change  over  

time.   Many  of  the  operating  expenses  numbers  are  increased  annually  by 
this  amount,  although  reality  is  that  some  numbers  will increase  faster  
than  others.   For  example,  taxes  are  more  sensitive  to  the  economy  and  
popular  pressure  may  keep  them  from  increasing  at  the  same  rate  as  
inflation.

b. I have  increased  major  maintenance  and  reserves  at  1% more  than  general  
inflation  in  order  to  increase  reserves  and  keep  future  borrowing  as  low as  
possible.

c. Charges  are  going  up  more  in  year  two  than  initially  anticipated  in  order  
to  compensate  for  the  lower  amount  in  year  one  (see  note  1 above).

5. Major maintenance  and  repairs.   This  represents  money  for  major  projects  
(over  $1,000?),  which  should  be  prioritized  for  the  organization  as  a whole.  
Unspent  money  from  this  line  item  should  remain  in  a Maintenance  Reserve.   

I have  reduced  this  line  item  from  $30,000  in  the  current  budget  to  $27,000  in  
order  to  make  the  numbers  work,  but  this  seems  like  a logical  change  in  the  
sense  that  a $3,000  reduction  here  allows  for  about  $70,000  in  maintenance  
borrowing.

6. Loan  payments.   The  “new  first  lien  mortgage  loan”  refers  to  an  initial  loan  of  
$100,000  from  Commerce  Bank.   The  “line  of  credit  interest”  is  only  for  6 
months,  which  assumes  that  LCA will determine  which  projects  to  fund  before  
that  time.   7% was  used  as  an  estimated  interest  rate.   In year  two,  it  is  assumed  
that  the  all  money  has  been  borrowed  on  the  line  of  credit  and  then  converted  to  
a regular  loan  with  terms  similar  to  the  first  loan.   Of course,  depending  on  the  
economy,  the  actual  interest  rate  may  be  different  by this  time.   

Notes  on  the  reserves:
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1. Operating  surplus  and  the  reserves.   There  is  an  expected  operating  surplus  at  
the  end  of  each  year  of  several  thousand  dollars.  This  budget  recommends  that  
any  remaining  surplus  be  placed  in  an  Operating  Reserve  until  that  reserve  is  
equal  to  25% of  revenues.   This  amount  replaces  the  current  surplus  floating  
around  in  the  LCA accounts,  and  that  amount  is  shown  as  the  opening  balance  
(this  amount  should  be  more  carefully  calculated!).

2. Capital  Improvements  and  Maintenance  reserve.    This  section  shows  the  
inflows  from  loans,  amounts  from  the  operating  budget,  excess  amounts  from  
operating  surpluses,  and  amounts  spent  for  major  maintenance /capital  
improvements.   The  numbers  in  this  section  can  be  compared  to  the  
replacement  study,  once  finished,  and  it  will become  more  clear  if and  when  
additional  borrowing  will be  necessary.

Jim  Jones
NASCO Development  Services
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Life Center Association

Sources of funds:  Rate 
New first lien mortgage loan  100,000 6.25% 20 $8,896.23 
New first lien mortgage loan  25,142 6.5% 20 $2,281.80 

Total sources of funds  125,142 

Uses of funds:
Pay off loan balances*

Commerce Bank  14,000 
Total loan balances  14,000 

Renovations:
Tree House roof replacement  4,967  $41,200 minus $13K already paid minus $20,000 saved as of May minus one month's additional savings. 
Establish Operating Reserve near target level  10,000  Spending all current savings for roofing means 'Operating Reserve' at only $10K by end of fiscal year. Add this to provide for safe cushion in case of major emergency spending 

 27,800 
4722 Assoc. Drainage Grading  6,000 

 12,000 
 800 

 8,000 
Springfield Ave. yard/sidewalk masonry  3,000  Reduced because Percolator already got great price on their sidewalk and took care of it. 
Percolator roof repairs  7,500 
Vortex House stairs replacement  -   
Windows replacement project  9,000  Reduce 2008-2009 goal to replacement windows for one house only 
Other projects/contingencies  10,000 

Total renovation costs  99,067 

Loan related costs:

NDS Success Fee  2,375 
Title insurance  4,000 
Appraisals  800 
Surveys  300 
Legal fees  500 
Inspections  -   
Commitment fees  3,000 
Other costs  1,100 

Total loan related costs  12,075 

Total uses of funds  125,142 

Tax records value of property  Loan  amt  % LTV 
Property 1  200,000  100,000 50%
Property 2  200,000  25,142 13%

Total value  400,000 

*Balances as of 12/31/07

Pro Forma Development Budget

Amort. Yearly pmts

Shofam Roof repairs

Ailanthus House furnace replacement
Ailanthus House water heater
Ailanthus House external paint

1.5% on $100,000, 2.5% on the rest (rm updated 2nd mortgage amount)

!Note: spcifics within this total may 
change 



Life Center Association

Assumed general inflation 3% 3% 3% 3% 3%
% increase in major maintenance budget 4% 6% 6% 5%
Increase in charges per community per month 100 50 50 50 50

previous

budget Year 1 Year 2 Year 3 Year 4 Year 5
Revenue Year 2007-2008 2008-2009  2009 – 2010  2010 – 2011  2011 – 2012 2012 – 2013

 Room charges already approved  84,000  92,400  124,600  128,800  133,000  137,200 
 28,000  28,000  -    -    -   

 Less: 5% allowance for vacancies  (6,020)  (6,230)  (6,440)  (6,650)  (6,860)
 Net revenue, room charges  114,380  118,370  122,360  126,350  130,340 

 Interest income  130  140  200  225  250 
 Total revenue  114,510  118,510  122,560  126,575  130,590 

 Expenses 

 Annuity  4,920  4,920  4,920  4,920  4,920 
 Licenses  300  300  300  300  300 
 Taxes  15,000  15,000  15,000  15,000  15,000 
 Insurance  21,000  21,000  21,000  21,000  21,000 
 Bookkeeping  600  618  637  656  675 
 Operating  100  100  100  100  100 
 Miscellaneous and other  3,790  3,790  3,790  3,790  3,790 

 28,000  28,000  28,000  28,000  28,000 
 Major Maintenance and reserves  30,000  31,200  33,072  35,056  36,809 

 Total operating expenses and reserves  103,710  104,928  106,819  108,822  110,594 

 Net from operations  10,800  13,582  15,741  17,753  19,996 

Loan payments

Current loan payments
New first lien mortgage loan  8,896  8,896  8,896  8,896  8,896 
Line of credit interest (6 mo., 7%)  880 
Second lien  2,282  2,282  2,282  2,282 

Total loan payments  9,776  11,178  11,178  11,178  11,178 

Total expenditures and reserves  113,486  116,106  117,997  120,000  121,772 

Net amount for Operating Reserve  1,024  2,404  4,563  6,575  8,818 
Debt service coverage ratio 1.10 1.22 1.41 1.59 1.79

Operating Reserve This fund takes income from budget surplus until it reaches 25% of anticipated revenue (including 5% allowance for vacancy). Any spillover goes to maintenance reserve fund = savings for major maintenance.

 Opening balance  20,000  21,024  23,428  30,640  31,644 
 additions from surplus  1,024  2,404  4,563  6,575  8,818 
 transfer to maintenance reserve  2,649  (5,571)  (7,814)

 End balance (goal of 25% of revenue)  21,024  23,428  30,640  31,644  32,648 
As percent of revenue? >> 18% 20% 25% 25% 25%

 Opening balance  10,000  19,000  22,200  23,223  32,981 
 Loan proceeds  99,067 
 additions from operating budget  30,000  31,200  33,072  35,056  36,809 
 transfer to maintenance reserve  (2,649)  5,571  7,814 
 Less expected uses  (120,067)  (28,000)  (29,400)  (30,870)  (32,414)

 End balance   19,000  22,200  23,223  32,981  45,190 

Operating Pro Forma

Minor maint. charges at 4000 per house

!Minor maint and repairs

Capital Improvements and Maint. Fund This fund takes income when surpluses spillover from Operating Reserve. This is the LCA's 'unspent maintenance' and is saved toward long-term major maintenance and – if we're lucky – capital improvements.
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APPENDIX D

Proposal to Change Funding System for Minor Maintenance

 WHEREAS: The current system of decentralized, internal collection 
with quarterly accountability for minor maintenance expenditures has 
performed poorly, both in terms of good maintenance decision-making 
and in terms of accountability in ensuring full participation (collection and 
spending of funds, and proper administration of funds when actually 
collected) by communities, and,

WHEREAS: A system of LCA-reimbursed funds that are reimbursed 
only when expenditures are properly accounted for, and that provides 
for more active monitoring of maintenance spending throughout all LCA 
properties, will likely serve all the communities better, and,

WHEREAS: A system of regular reimbursements to maintenance 
expense funds, in place of equal, inflexible, fixed budgets for unequal 
properties, enables the LCA to focus maintenance spending where it is 
needed most,

THEREFORE, be it resolved, that beginning with the sooner of receiving 
cash from the new loan now in process, or cost-share payments due for 
October, 2008, the LCA replaces its system for communities' collection 
of minor maintenance funding with a new policy such that the current 
$4,000 annually budgeted for minor maintenance be raised slightly and 
paid in equal monthly installments in the form of a single cost-share 
increase of +$335 for each community, and that communities shall be 
provided, from the LCA's expanded maintenance budget, a monthly-
reimbursable fund of $1000, for minor maintenance jobs in accordance 
with the Maintenance Spending Policy, not to exceed $1000 without 
Board approval, or approval of a Maintenance Director delegated by the 
Board.
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NOTES

1.  PLAIN ENGLISH VERSION

* Communities currently collect $333.34/mo each for "Internal 
Maintenance", mostly for minor repair jobs.

* This proposal cancels the current policy, and shifts the 
associated savings into a new, minimally higher, expense, in the 
form of a single cost-share payment that is $335/mo. more than 
before.

* The new payment system goes into effect when the LCA has 
cash on-hand to establish the $1,000 funds for each community 
($7,000 total) -- presumably after receiving a loan, or else after a 
few months, in October, when we will have had time to manage 
our central expenditures to make the funds available.

* After the change-over, each community will typically have $1000 
available for a modest budget of minor regular/preventive 
maintenance, as well as anything surprising that comes up, like a 
plumbing leak or a broken lock. Jobs bigger than $1000 would 
have to be proposed to the Board or to its delegate (say, Jaysun?), 
both for approval of the work, and to coordinate availability and 
transfer of the extra funds necessary, either through a 'pre-
reimbursement' to the community's $1000 minor maintenance 
fund, or through issuing a grant under the existing grants system 
for major maintenance.

* The aim will be for communities to spend roughly the same 
$4,000 per year for maintenance, but there will probably be a 
slight shift toward a little more funding for the houses that have 
more repair needs right now. We can hope that with some more 
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inter-communication between communities and the expertise of an 
proactive LCA maintenance delegate (Jaysun and/or a more 
active Maintenance Committee), some communities will be able to 
get by spending less than $4,000; even if not, the money all 
comes out of one maintenance budget, and we would adjust our 
grants-issuing as necessary to compensate for any 'overage' on 
the communities' minor maintenance expenditures.

2. IMPLICATIONS
     a) Tiny cost-share increase of less than $2/mo per community; 
     b) Some communities may spend more than $4000 per year, 
while others less; since maintenance is more closely monitored 
and centrally administered, communities may experience 
diminished autonomy in maintenance spending, but also more 
ability to respond to sudden needs, since they will typically have 
$1000 available, even at the very beginning of a fiscal year.
     c) The Treasurer or some other person will need to verify 
accounting of maintenance expenses and cut reimbursement 
checks either monthly or quarterly. The LCA will ABSOLUTELY 
NEED receipts, since they constitute documentation for income 
tax returns to the Federal government.
     d) The LCA will need to cut checks for $1000 to our seven 
member-community tenants, meaning that we either need the loan 
money or to spend less from our maintenance grants budget for 
about 3 months.
     e) LCA, Inc.'s 501(3)(c) income will rise to greater than 
$100,000 per year, requiring more yearly tax-preparation work for 
our bookkeeper.


