Notes from Hillside, August 28, 2025

The CA Budget Season will kick off in a few weeks. With this in mind, today’s post will be on
the CA budget. The CA budget is not too complicated; however, there are one or two
idiosyncrasies that everyone should keep in mind.

Calendar

The CA Fiscal year begins on May 15t and ends on April 30". The fiscal year is set be Section
5.03 of the CA Bylaws:

Section 5.03. Fiscal Year. The fiscal year of the Corporation shall
be the twelve calendar months ending April 30th of each year,
unless otherwise provided by the Board of Directors.

In September of each year, the CA Board of Directors sets the strategic priorities for
preparing the budget. In pastyears, CA also conducted surveys of residents to get input on
budget direction. This year, CAis holding a town hall meeting to hear from residents about
the next budget. This town hall meeting will be held on September 11, 2025.
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From September to December, CA staff takes input from the CA Board and the community
and begins to craft an initial draft budget. In December, the draft budget is presented to the
CA Board and the draft operating and capital budgets are voted on by the CA Board. During
January and February the public can review the budget materials and provide comment to
the CA Board. This year, the FY27 budget will be voted on February 26,2025. That budget
will go into effect on May 1, 2026 and will guide CA through April 30, 2027.

Income

Although the Columbia Association derives income from a variety of sources, the majority
of income from the Annual Charge and CA memberships. Using FY24 data, CA total
income for the budget year was $81,666. Of that total income, $47,788 came from the
annual charge and $18,256 came from memberships. Taken together, this is 81% of the
total income for FY24.

A few words on the Annual Charge

Each year, the CA Board of Directors determines the Annual Charge rate and cap. The
current annual charge rate is $0.68/$100 of assessed property value. This rate can be as
high as $0.75/$100, and for the first 25 years of Columbia, that was the rate. The rate was
lowered to $0.68/$100 23 years ago and has remained at this level.

The Annual Charge cap is 3.5% and represents the maximum amount the annual charge
can increase from year-to-year. If you recall, the properties in Wilde Lake were assessed in
the Summer of 2024. Most of us saw a property assessment increase of about 12%.
Because the CA Annual Charge has a cap, the Annual Charge on each property did not
increase by 12%. Itincreased 3.5%. The Annual Charge cap can be as high has 10%, but
was fixed at 3.5% by the CA Board in 2017. It has remained at 3.5% since.

Another important aspect of CA income is how it is received during the budget year. With
the exception of the annual charge income, most income sources are distributed
throughout the year. Based on my analysis, the average income (excluding the annual
charge) is averages out to about $8M per quarter in FY2024. Conversely, all of the annual
charge income is realized in the first quarter (specifically, July) of each fiscal year.



CA Quarterly Income FY2020-FY2025 (excluding annual charge)
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Expenses

The majority of expenses at CA fall into four major categories: personnel expenses,
depreciation, fees, and repairs and maintenance. Using FY24 numbers, the total expenses
incurred by CA was $74,669. Of this total, $34,869 went to personnel expenses, $12,315
was attributed to depreciation, $5,697 for fees, and $5,483 was used for repairs and
maintenance. Collectively, these categories represent 78% of CA’s expenses.
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To provide greater clarification, below are the expense definitions taken directly from the

FY26 final budget.

Personnel Expenses:

This category includes all compensation paid to CA employees, the
associated payroll taxes and CA’s portion of employee benefits. In addition to
salaries and wages, this category also includes compensation paid to team
members, if any, for annual performance incentives based on the team
member significantly exceeding performance goals; CA’s portions of Social
Security, Medicare and federal and state unemployment taxes for CA team
members; and, CA’s portions of benefits paid on behalf of team members,
such as workers’ compensation, 401(k) plan contributions, and medical, life,
and disability insurance. This category also includes the costs paid for
independent contractors and temporary labor agencies to supplement CA’s
workforce when necessary.



Depreciation:

When CA builds a facility or purchases equipment (capital expenditure), it has
acquired an asset that will be used to provide services for many years. The
value of the asset is its acquisition cost. The number of years an asset is
expected to be in service is known as the "economic useful life." Depreciation
expense is the accounting method that allocates the cost of the capital
expenditure to the Statement of Activities over its estimated economic useful
life. The acquisition cost of an asset divided by its economic useful life
determines the annual depreciation expense. CA’s accounting policy is to use
a half-year convention (six months’ worth of depreciation in the first year the
asset is placed in service and in the final year of the asset’s economic useful
life).

CA’s fees are comprised primarily of tree service, land maintenance, legal,
covenant enforcement, audit, and consulting fees.

Repairs and Maintenance:

This line item includes parts, supplies, materials and labor to repair or
maintain CA’s fixed assets including buildings, vehicles, open space
improvements and recreational equipment.

Net Assets:

The Columbia Association works very hard to ensure our expenses do not exceed our
income. This is just good business. Since CA is a non-profit, if there is any unspentincome
at the end of the fiscal year, it is not categorized as netincome. Instead, the term net
assets is used. The key difference is that netincome can be distributed and net assets
cannot.

If you look at CA income and expenses, it is clear that the expenses exceed the income in
most quarters. The only exception is the first quarter of each fiscal year. CA mails out the
Annual Charge invoices on July 1% of each year, and most of the Annual Charge income is
realized during that month. The Annual Charge, coupled with the other sources of income,
offset the expenses for the fiscal year. In fact, itis typical at the end of each fiscal year for



CA to have several million dollars in net assets. In fact, the FY25 fourth quarter report
showed CA had approximately $10-million dollars in net assets at the end of the fiscal year
(April 30, 2025) In the last few years, we have had a number of residents and a few CA
Board members that do not understand what that means.

As we have discussed here, in most months, CA expenses exceed CA income. Expenses
always exceed income in May and June, because at that time we are opening the outdoor
pools (CA needs about 11-million gallons to fill the pools, that is not cheap) and summer
camps. In addition, with the better weather, golf and tennis see greater usage and
landscaping activities increase. Many of our outdoor events (Lakefest, the Columbia
Birthday Celebration, Juneteenth, Pride Day) all occurinJune. This time of year is a heavy
lift. Lastly, due to a quirk in the calendar and the CA payroll disbursement every two weeks,
there is typically a third payday in June, causing an addition

All of this activity has expenses of about $6M-$7M per month. During this same time
period, income is just under $3M per month. So if we start on May1, 2025 with $10M and
we incur expenses of $6M in the next 31 days, we would have $3M left. Add in the $3Min
income for that month, and the totalis $6M on June 1, 2025. Once again, CA expenses
come in at $6M and income of about $3M. Once again we do the math, and CA has $3M on
July1, 2025. So on July 1, 2025 the Annual Charge invoices go out in the mail, and CA has
about two weeks of funds available to keep operations going.

The point here is the $10M on May 1, 2025 is not a windfall. It is money that is needed to
fund basic operations until the Annual Charge checks start to arrive at CA. So when you
hear people talking about how to spend an extra $10-million dollars (free pool
memberships, cutting the annual charge, building new capital projects) please politely
remind our friends and neighbors that the money is already spoken for and direct them to
this analysis.

I hope everyone had a great summer and | look forward to working with you for the rest of
the year.



