FAQs about DPPOA Financial issues

How does DPPOA handle its income and expenses?
DPPOA has two major income sources: dues and covenant fees from the property owners and quarterly collections from the current Special Tax District (STD). Funds are deposited to, and dispersed from, separate bank accounts. These funds are also budgeted and tracked separately. 

A community financial panel is assembled each year to develop the next DPPOA budget. DPPOA funding, budgets and changes thereto are approved by the membership.

The current STD is a 5-year agreement between the association and Calvert County to both impose and collect a special tax on properties in our subdivision and to return those taxes to be used for the operation and improvement of this community.

Why are the 2006-7 financial reports so different?
DPPOA has upgraded its accounting software to QuickBooks. The old outdated database tracking owner dues and covenant fees was replaced with an accounts receivable package. QuickBooks generates asset, liability and equity balance sheets in addition to the previously used income/expense reports. The new report formats are more comprehensive; more information is given, not less. The previously and separately maintained DPPOA and STD financial reports are more comparable than before. Budget categories and line items will parallel each other, will be shown together and will be more discernable than before. The Calvert County Office of Finance is very agreeable to proposed changes in STD budgeting and accounting procedures and exhibits.

How are DPPOA finances audited?
The BOD regularly reviews all income and expenditures and makes reports to the property owners. A CPA provides an annual audit and analysis of DPPOA finances. 

How are STD finances audited?
The county reviews detailed STD income and expenditures quarterly. During the past 10 years of the STD, county reviews have been in complete agreement with our reports.

STD funds are spent under an annually agreed budget plan. Bids and contract awards are handled under strict county and state regulations. In most projects, DPPOA uses the same contractors as the county. Auditing is performed quarterly. The county approves unanticipated expenses beforehand. FEMA and grant monies are planned well before receipt of funds or work accomplished. 

"Do the new articles allow for the board of directors to assess fees to maintain common ownership areas?  That is, do the new articles allow for the board of directors to charge more than the Covenants stated 10 dollars to maintain our common ownership roads? 
DPPOA's general counsel has stated that the new charter and bylaws DO NOT provide any new powers to the association. The DPPOA has NO TAXING AUTHORITY other than that granted under previous Maryland law. This is very clearly stated in the Articles of Incorporation, THIRD (d) (e) (g) (h) (i).
"There is an overpayment of funds occurring in the general operating budget for the 05-06 fiscal year. 
The use of the term "overpayment" is totally in error and is a perception and not the fact. DPPOA and the County have a legal agreement stipulating how and when collections of the STD is to be distributed to the association. DPPOA receives an amount only up to the taxes actually collected by the county for any taxable period; there is no such thing as an overpayment per our STD agreement. Receipts from the County covering the operating expenses are dispersed every quarter. This constant schedule of payments has not changed for STD I nor for STD II nor for STD III, which is for a five-year period. Receipts of the capital improvements are done by specific invoice and reimbursement usually after the work has been accomplished.

" there are no restrictions on how that money can be spent. The board of directors can use it to pay for items that the current STD does not allow, such as the office mortgage, taxes, etc. I request that the overpayment be allocated only for capital improvements."
All monies are being spent according to the STD agreement. Quarterly payments cover a 90-day period; it is not expended all at one moment. All STD monies paid to DPPOA and not currently expended at year-end are held in a bank account as a reserve against future contingencies. This is shown in the bi-weekly Treasurer's reports to the BOD and at the quarterly general membership meetings. The STD does not otherwise provide for a general operating budget reserve category. 

Money in the bank allows DPPOA to make immediate payments to contractors who can react to community emergency needs. All monies including reserves, are spent within the prescribed categories agreed to by the County and DPPOA. The agreement specifically prevents DPPOA from spending STD monies on such things as the office mortgage! General operating funds cannot be spent on capital improvements without the specific approval of the County per the agreement. The County monitors all such expenditures for conformance to the STD budgets. 

Where has this unaccounted for surplus STD money gone?

There are no unaccounted or surplus funds. STD funds received are deposited in an STD interest bearing account and remain there until spent by DPPOA. Monies budgeted and spent are shown in the monthly and quarterly Treasurer’s reports. Budget numbers are not money! They are guidelines. The STD/DPPOA budget exhibits show the categories and anticipated projects under the STD III 5-year spending agreement (already 2 years old) and the current year DPPOA approved budget. Many budgeted projects are in planning stages or are awaiting county engineering or approval. The Bay Drive causeway construction was just completed and the final invoices were not received prior to the preparation of reports for the last member meeting. There is no “overpayment” or “unaccounted for” budgets or money.

"I request that the STD budget accompany the proposed DPPOA budget in the newsletter addressing the voting for the DPPOA budget."
Only the DPPOA portion of the annual budget is presented for the membership vote. The purpose of doing so is to focus the membership's attention specifically on how their covenant fees and associations dues were budgeted. The DPPOA budget is controlled by the membership, by participation in a finance/budget committee process and by majority approval of all changes according to the bylaws. The STD portion is a County contract and is a matter of public record and has been constant during its five-year term. The membership has no control over the STD budget. However, the STD expenses and budget is clearly shown on all Treasurer reports to the BOD and the membership.


Why tax so much if there is a surplus of funds?

The present STD was a 5-year plan (created over 2 years ago) and most of that money (received to date) has been allocated or spent. The Hurricane repairs and upcoming road turnover and storm water management projects have been very difficult to initiate, (find) bids and award qualified engineering and construction companies to accomplish the work. Anticipated operating and capitol expenditures could easily absorb the entire STD budget within months. Any current year “surplus” money canl be rebudgeted to other significant projects according to the STD agreement and expended by approval of the county.

Why include in the DPPOA budget the same items (Staff, Office Expenses, General Admin.) that are assessed by the STD when you are not even using all the money provided by the county? 

The criteria have been to split some expenses based upon whether they were inherently DPPOA association responsibilities or were associated with STD functions. DPPOA events, hospitality, elections, balloting, office equipment, maintenance of DPPOA owned assets, staff training, etc., were not essential STD functions. 

Many of the costs have grown beyond what DPPOA could pay; staff, newsletters and printing are examples that are now split. STD budget categories and amounts were established many years ago. Previous budget categories do not reflect the way DPPOA does business today. Monies not currently spent are carried over to future years. 

Two sets of books for the same category makes it difficult to see exactly what the members pay for each line item. 

There is only one “set of books” at DPPOA. The DPPOA and STD monies must be accounted for separately per the STD agreement. In cooperation with the county financial office, the Treasurer is evolving the current repetitive “chart of accounts” to be in parallel such that costs for identical expenditures can be identified on the same titled accounting lines. Those changes are only partially visible in the current budget exhibits pending further county approval. The Treasurer provides combined income and expenses (and balance sheets) at all BOD and general meetings for all members to see.
Two sets of books also makes it necessary to provide both budgets when voting on the DPPOA budget, as was requested by several members at the June meeting.

In accordance with DPPOA bylaws, the DPPOA budget is proposed to the membership using only DPPOA income and expenditures. That budget was approved at the June meeting. The STD budget is fixed over a 5-year program and has been unvarying to date. By law, the membership has no direct input nor any vote or oversight upon the STD budget. Thus, the STD portion was not included in the budget ballot. The Treasurer’s report at the meeting provided the exhibits by which both budgets can be compared.

How can I review copies of the financial reports?

Financial reports are generated every two weeks for the BOD meetings and quarterly for the general membership meetings. The Treasurer’s report is given at all meetings. Copies of all reports, budgets, audits and other reviews are available at the office. 

Why should DPPOA be able to solicit contributions from other organizations... there is no free lunch.

Certainly it is in the best interest of this community for this BOD to seek any and all available assistance and aid from all levels of private, business and government resources. There may be strings attached, but the BOD will certainly weigh the value to the cost of any such arrangements. The most recent FEMA assistance providing for hurricane Isabel repairs saved the property owners 75% of the cost of repairs to the Bay Drive causeway.

What about an IRS 501(c)3 for charitable contributions to DPPOA?. It will need to be independent of DPPOA and it is illegal to transfer property between them without a legal buffer.

Bylaws, Section II.10 "Provide a mechanism for the acceptance of tax deductible donations to the Association." The BOD understands the concern that whatever form(s) such mechanism takes will be both legal and acceptable to the membership. The Charter also contains a reference to IRS Section 170, which allows the IRS to grant charitable status to any type of qualifying organizations on a case by case application.
