The Village at Izatys Association

Board of Director Meeting Minutes

October 25, 2006

Zappa Management Group Offices

Maple Grove 55311

Call to Order 

A regular meeting of the Board of Directors, of the Village at Izatys Association was held on Wednesday October 25, 2006 at the Corporate Offices of Zappa Management Group, LLC. in Maple Grove.  The meeting was called to order at 6:00 p.m. by President Dr. John Eggers, and the following Board Members were present:  DeAnn Grimmius, Tom Kraus, Erv Lentz, Ron Zappa, and Bill Everett. Absent was Betsy Neff.  Representing Zappa management Group were Tom Baltz, Vice President, and Joan Lewis, Controller.  Joan Lewis was appointed Recording Secretary. 

Approve Minutes of July 22, 2006 Board of Directors Meeting

The minutes of the July 22, 2006 meeting were presented for approval.  John Eggers requested that the paragraph on page 2 stating that the board feels there is no conflict of interest, be amended to read: the Board feels that his institutional wisdom and background offset any possible conflict of interest. Tom Kraus made a motion to approve the minutes as amended.  The motion was seconded by Erv Lentz and passed unanimously. 

Committee Reports 

President’s Report

John Eggers stated that with his change of position, there has been little time to spend in contact with things regarding the Village and therefore he had nothing to report at this time.  

There was a discussion regarding how best to handle the current issues the owners are having with Solara Resorts.  The staff at the resort office is handling a number of calls from owners who are frustrated by not being able to contact anyone from Solara.  Some of these calls are becoming abusive.  We are considering sending a letter explaining as much as known regarding Solara’s status and that the Village staff is unable to resolve any of the owner’s problems as Solara was a totally separate and distinct entity. 

Finance Committee

2007 Budget Review and Approval

Tom Kraus presented the 2007 budget.  He reviewed the projected maintenance fee income schedule and explained that due to the unsettled status of the developer, we have elected to forego planning for revenue for sales with usage for 2006 or 2007.  If any such sales occur, the income would be a positive impact on the expected revenue.  This year’s projected income schedule also reflects a 10% addition allocated directly for replacement costs.  Any excess would be then combined with the current reserve balances. 

Discussion occurred regarding the forecasting method.  The current forecast is a combination of the actual results for the first 9 months of 2006 combined with the 2006 budgeted amount for the remainder of the year.  Those accounts which then needed adjusting based on spending levels to date and a review of the 2006 budget, were then adjusted to reflect what was known regarding spending levels for the balance of the year. 

Options were discussed regarding the naming of the “reserve fund”.  The discussion centered on whether it would be better to call it “replacement fund” as it appears that planned replacement expenditures would utilize the majority of the current year revenue.  After an explanation of how the fund is expected to be utilized going forward, it was decided to leave the budget breakdown sheets as presented. 

Tom Kraus explained that in the 2007 budget, there is also a change in the fee billing structure for the Management Contract.  In the past the fee was based on 6% of the collected Maintenance Fee.  This was basically because the developer was also the management company.  Because Zappa Management Group is not the developer; they felt that it was easier to charge a flat fee per unit, per month.  An analysis showed that this method results in a 5.8% of maintenance fees on a comparative basis. 

Tom Kraus made a motion that the 2007 budget be approved as presented. John Eggers seconded.  The motion passed unanimously. 

September 2006 Financials Review 

Tom Kraus went through the third quarter financial results. The Maintenance Fee income was under budget due to the fact that B-4 had been budgeted for usage in 2006 and it not being completed has had a negative effect of $37,000 on the current year revenue.   Golf Cart rental income has been affected by the cold and rainy weather during the past few weeks. Tom also went through the Budget Variance notes for the period.  

Tom Kraus gave a report on the delinquencies.  We currently have $200,314 of delinquent accounts with $52,705 of accounts in excess of $1,000.  A question was asked regarding whether something was sent out regarding payment due dates.  A copy of the payment plan options that are sent out with the annual billing notices was passed around for review.  

The Management Contract with Zappa Management Group is up for renewal.  A new contract with the change in the fee billing structure and for a three-year period was presented.  

Tom Kraus made a motion that the management agreement be approved.  Erv Lentz seconded.  The motion passed unanimously with DeAnn Grimmius and Ron Zappa abstaining. 

There has been no action on the purchase of the reserve software at this time.  Ron Zappa explained that additional options are being reviewed.  He passed around a copy of a study done by another company for a similar sized association for the Board members to review. There will be continued research on this issue. 

The representation letter from the Auditors was presented for signatures.  This is the final step in receiving the audit documents. 

Ron Zappa presented a resolution for Board approval, regarding the maintenance fees to be charged to the developer beginning in 2007.  This resolution charges the developer ¼ maintenance fee so long as the unit remains unoccupied.  If the unit is occupied, the developer will then be required to pay a full maintenance fee for that week.  All banked units will also be charged a full maintenance fee.  In addition, the reserve allowance will be charge in full for each developer unit. 

Tom Kraus made a motion that the resolution be approved.  DeAnn Grimmius seconded.  The motion passed unanimously. 

Action Item – Add this new resolution to the policy manual 

The Board had authorized Tom Kraus to establish a line of credit.  Venture Bank has come back with an offer of a four-month revolving line for $200,000.  There will be a $100 loan origination fee, a $100 loan documentation fee, a $100 UCC filing fee in the current year.  In following years the fees will be $200 for loan origination and filing.  The current rate would be Prime + ½% and in addition, the payments would be interest only so long as the principal was paid back in the 4 month time frame.  Ron was directed to have Venture Bank send the documents to John Eggers for signature. 

House and Grounds Committee

Tom Baltz gave a report on the grounds.  Currently they have been completing the stump grinding on the trees that had been removed.  Trees and bushes have been planted starting with A-2 to help separate it from the golf tee box in that area.  B-3’s septic system pump was replaced. 

Insurance Coverage Review

DeAnn explained that after a review of the options, she felt it was better to stay with CAU.  One question was regarding the deductible of $5000. To determine if it is per occurrence or per building on the wind and hail coverage.  She also felt that the employee dishonesty coverage could be deleted. 

Action Item – Get the answers regarding the deductible and then get the coverage renewed.  Ron is also to provide a list of drivers and license numbers. 

Policy Committee

Erv Lentz contacted both Mille Lacs County and Tom Carlson regarding the placement of Liens on delinquent accounts.  Tom Carlson developed a letter and a review of the declarations.  There would have to be decisions made whether the action should be Liens or Foreclosures.  The effort would have to be meshed with the on-going collection efforts.  Erv recommended that this effort be pursued.  Each account has to be reviewed on an individual basis.  It was recommended that everyone review the Carlson proposal in depth.  There is a need to determine what should be done with the top 40 or 50 accounts.  Board members should forward all comments or questions to Erv Lentz and Ron Zappa.  John Eggers asked for a pro forma policy that could be reviewed and perhaps voted on by the annual meeting with a goal toward having a plan able to be implemented by the first of the year. 

2006 Nominations 

There are currently four positions up for re-election.  Bill Everett, who is currently filling the current year balance of Kristie Lacey Hause’s position, DeAnn Grimmius, Ron Zappa and John Eggers.  All indicated intent to run again with the exception of DeAnn Grimmius.  There currently are no Ad Hoc members to draw from for a possible replacement.  There were some possible candidates mentioned, but with the deadline for notification regarding the annual meeting within the next couple of weeks, it makes it very difficult to fill an open position in a timely manner.  The following options were offered: 

1 Try to find someone and propose a replacement on the ballot 

2  Leave the position open and ask for nominations from the floor. 

The matter was tabled at this time.  DeAnn was asked later if she would be willing to run and then resign after a replacement could be interviewed and selected.   She indicated that this would be possible. 

Communications Committee 

There was no communications committee report due to the absence of Betsy Neff. 

Property Management Report 

Personnel Update
Tom Baltz indicated there has been no change in the staffing.  Staff levels have been maintained. There will be a layoff of seasonal employees after November 1, 2006. 

 The projects completed this year include, grinding stumps, the ditches for drainage are working very well.  There was the construction of the new maintenance shop. All hot tubs have been re-plumbed, low temp warning lights have been installed where needed and the roof of C-1 and C-2 has been replaced and shingles have been replaced on the F units.  There are plans to reside the 2 F closets with steel as golf balls have broken the vinyl siding, There are plans to purchase more trees and to place park benches overlooking the pond and marina. 

In House Customer Satisfaction Ratings 

Tom received the satisfaction ratings from II for the period Oct 2005 through Sept 2006.  Where we have control, the average rating is 86.  We are doing very well.  In areas that we have no control, we are being penalized.  Our in-house ratings show a 93% satisfaction.  Activities continue to make progress. 

There was no Sales Update 

Resort Update

Tom Baltz passed on the information that all of the state owned laundry facilities would be closed the first of the year.  He has looked into three different locations and is getting bids on a couple of new vendors.  He has been told that because the business is very competitive, the prices should be very comparable to what we have been paying the state and should be about the same as budgeted.  All options are being addressed. 

Old Business 

There was no old business 

New Business 

There was no new business 

The next meeting will be Sunday December 3, 2006 at 10:00 A.M. at the Resort. 

The annual meeting will be Sunday December 3, 2006 at 1:00 P.M. at the Resort. 

Adjournment

A motion to adjourn was entered.  The motion was seconded and passed unanimously.  The meeting was adjourned at 9:10 p.m.

