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HAC FINANCE COMMITTEE MEETING 
HAC OFFICE 

WASHINGTON, DC 
FRIDAY, MAY 18, 2018 

 
 
Members present: L. Buxbaum, S. Ferniza, I. Jacobs (by phone), T. Manning Beavin, N. Scipio  
 
Alternates present: D. Thorne, P. Wright 
 
Guests: A. Bias, P. Carey, B. Picotte, A. Saavedra, I. Sikelianos, A. Winter 
 
Staff present:  A. Berhane, S. Charleston, L. George, K. Klusmann, L. Lawrence, D. Lipsetz, L. 

Strauss 
 
CALL TO ORDER 
 
A quorum being present, Committee Chair T. Manning-Beavin called the meeting to order at 1:54 p.m. 
on Friday, May 18, 2018. 
 
ADOPTION OF AGENDA 
 
It was moved and seconded that the agenda be adopted as presented. The motion carried unanimously. 
 
FINANCIAL REPORT 
 
HAC financial statements: K. Klusmann reported that at March 31, 2018, HAC’s assets totaled $39.6 
million. Key assets included cash and cash equivalents of $4.3 million, of which $2.7 million were 
unrestricted, and $21.9 million in investments. More than $10.2 million of the investments were in cash 
and money market accounts because Merrill Lynch had been instructed not to turn over investments 
when they matured.   
 
Approximately 84 percent of the total investments were related to HAC’s loan fund. 
 
Contracts and grants receivable included $794,000 due to cost-reimbursable expenses for services 
already performed under federal grants from HUD and USDA. About $105,000 of that amount, related 
to HAC’s RCBI program, was recently received. There had been some delays in sending HAC’s billings 
out, but staff were catching up on them. 
 
Gross loan receivables totaled $22.3 million. The financial statement reported $11.1 million in loans 
receivable, net of the $2.4 million allowance for loan loss and $8.8 million expected forgivable portion.  
 
Prepaid and other assets included insurance premiums and the security deposit for the DC office space. 
The security deposit was $100,100 originally but it would be reduced each year during the lease term, so 
at the end of December 2017 it was reduced to $66.733. 
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Land held for resale, net totaled $646,922 representing properties acquired through foreclosure from 
borrowers that failed to perform. As of March 31, HAC sold all its properties in Utah and received a total 
of $96,407.  
 
HAC’s liabilities at March 31 totaled $9 million, 91 percent of which was related to loan fund debt. The 
interest on notes payable ranged from 0 percent to 2.5 percent. HAC paid off the line of credit with TD 
Bank that was used as a match for the HUD Rural Capacity Building 2015 grant. A $1 million line of credit 
from Capital One remained to support lending activity.  
 
HAC’s revenues totaled $2.8 million. The largest amount was from grants and contracts from federal 
agencies, along with some nonfederal sources including Capital One Services, LLC and JPMorgan Chase. 
Unrealized losses were $40,359 and there was a realized gain of $9. 
 
Expenses totaled $3.2 million. The largest portion (47 percent) was personnel costs. Salary costs were 
down compared to the budget because of personnel changes. The highest employee benefits costs were 
for health care. HAC paid $264,196 in premiums and staff contributed $21,420. The second largest 
expense was the grant conversion expense of $761,235 for the potential forgivable portion of SHOP/HLP 
loans. The next largest expense item was professional and consultant fees, about 11 percent of total 
expenses. This included Broadpoint Technologies, Raffa’s audit costs, and congressional assistance from 
Keith Heard.  
 
Occupancy costs were about 7 percent of total expenses. The budget anticipated leasing part of the DC 
office space starting in January 2018, but that had not yet happened. The lease for the Atlanta office 
would expire in August, and for the Midwest office in January 2019. 
 
The “miscellaneous” category included an “Advisory Program Fee” charged by Merrill Lynch for the Joe 
Debro investment account, averaging $3,300 per month. Board members speculated that was a flat 
management fee.  
 
For the six-month period from October 1, 2017 to March 31, 2018, total expenses exceeded total 
revenue by $369,952. Unrestricted net assets decreased by $449,404. 
 
Questions and discussion: L. Buxbaum asked how actual expenses compared to the budget. K. Klusmann 
and D. Lipsetz said it was difficult to make comparisons because there was no documentation indicating 
how some of the budget’s line items were constructed. T. Manning-Beavin noted that the budget 
adopted by the board assumed a loss of $1.3 million in unrestricted funds and $200,000 in restricted 
funds. Therefore it was a good sign that HAC had used less than $500,000 in the first six months of the 
fiscal year.  
 
S. Ferniza said that if the vacant positions were filled, that total would be larger. D. Lipsetz explained 
that most of the vacancies were built into the budget. The finance director vacancy was not.  
 
T. Manning-Beavin recalled that the committee talked about HAC’s investments in February. He thought 
staff could look at HAC’s policies and redeploy the investments in a logical way, and the committee did 
not need to be involved unless staff needed something from the committee. 
 
P. Carey suggested that for the Debro fund, which has a different investment policy than HAC’s other 
funds, staff could use broad-based mutual funds and avoid paying broker fees. Others agreed. 



3 
 

 
D. Lipsetz said HAC had hired financial consultants on a temporary basis. To date, they had conducted a 
preliminary analysis and identified some weaknesses, and were now moving forward with a more 
thorough review of operations.  
 
RHS financial statements: K. Klusmann reported that at March 31 RHS’s assets were 457,000. It has 
liabilities of $256. Stockholders’ equity totaled $456,825. Revenue, related to investment income, was a 
net $226. Expenses were $9,503 related to two of the partnership accounts. There was a net loss for the 
period of $9,277. This figure was reflected on HAC’s financials as a loss in subsidiary. 
 
Auditor’s management letter: D. Lipsetz reminded the committee that HAC had a clean audit with no 
findings. The management letter did list things HAC needed to fix in order to avoid having findings, as it 
did the previous year. 
 
K. Klusmann distributed a document stating the auditor’s comments and the status of HAC’s responses.  
 

• Account reconciliation: HAC does reconcile its accounts monthly, but $30 had not been cleared. 
That was now completed. Petty cash reconciliation procedures were revised to ensure that 
those transactions are properly recorded.  

• Documentation of management review: HAC submits SHOP quarterly reports to HUD 
electronically. There was no evidence that management reviewed the reports before 
submission. HAC modified the reports to include the reviewer’s signature. Quarterly loan status 
reports from borrowers are reviewed as well.  

• Bank statement review: The auditor commented that management did not review bank 
statements, but in fact they do.  

• Temporarily restricted grants: Two grants were incorrectly classified as unrestricted rather than 
temporarily restricted. Current agreements and awards had now been reviewed to ensure they 
were classified correctly. Staff were developing a checklist that would ensure correct 
classifications in the future. 

• Loan program: HAC disbursed some SHOP funds near the end of the fiscal year but did not 
request a draw from HUD until October 1. Procedures had been implemented to ensure this 
would not cause a problem again in the future.  

• Debarment and suspension: The auditor did not find clear documentation that HAC reviewed its 
contractors to ensure they were not debarred, suspended, or ineligible. Staff developed a 
checklist and a process to document these reviews.  

 
STAFFING 
 
T. Manning-Beavin expressed concern about the workload for Finance and Administration staff. D. 
Lipsetz said the staff level matched the budget. HAC’s staff decreased 33 percent in the last five years; 
there were now 20 full-time and five part-time staff.  
 
The organization’s physical footprint was also greatly reduced. He and S. Charleston had talked 
extensively about the Atlanta office. He knew the board had talked about changing the regional offices 
to virtual offices, but he made a decision that for the minimal rent HAC pays in Atlanta it would retain 
the physical office.  
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D. Lipsetz was considering what positions would be needed so that HAC could either reduce spending or 
add revenue. A full-time dedicated development staffer was desperately needed. His initial step to that 
end was to ask K. Cooney to work full time. A conference coordinator in the DC office was also needed. 
The financial consulting firm would help identify what financial staff HAC needed to add. He expected 
that before the committee’s next meeting staff would have defined and advertised some positions that 
were not in the budget.  
 
T. Manning-Beavin said the committee would do whatever it could to be helpful. He asked the 
committee whether it needed more detailed information from staff, and whether it needed information 
more often than quarterly.  
 
S. Ferniza did not feel a need for monthly reports, but she thought more detail in the quarterly reports 
would be useful. N. Scipio agreed.  
 
P. Carey said he wanted to know how HAC was doing and what the numbers meant. He also wanted to 
know that staff knew how HAC was doing. He did not think the board should be involved in staffing 
decisions at all. He felt fine that D. Lipsetz made a decision about the Atlanta office and that a thought 
process went into the decision. L. Buxbaum and I. Jacobs agreed.  
 
T. Manning-Beavin agreed that more information would be useful. He wanted to receive extensive detail 
about the budget, not because he wanted to judge it, but because he wanted to know that staff had the 
detailed information. For example, he would want to know that every line in the budget that staff 
presented could be tied back to the general ledger, although he thought the committee did not 
necessarily need to see the documentation.  
 
K. Klusmann said it was difficult to compare the current budget to actual events. S. Ferniza said the 
analysis was more important than the detail. 
 
In sum, T. Manning-Beavin said, he was hearing that the committee would like to receive quarterly 
reports with more detail, as well as rigorous analysis. 
 
FY19 BUDGET PROCESS 
 
T. Manning-Beavin asked what the timeline would be for developing HAC’s fiscal year 2019 budget and 
how the committee wanted to handle approvals. The usual process would be for staff to present it to 
the Finance Committee and Executive Committee in August, then to the board in November.  
 
Last year the committee recommended the budget be in place for only 60 days (to the end of 
November) and asked staff to bring changes to the Finance Committee in September.  
 
L. Buxbaum noted that her organization had just changed its board meeting schedule to allow the full 
board to approve budgets before September 30. She suggested the Futures Committee might want to 
think about doing that. 
 
T. Manning-Beavin said that, particularly because HAC is a lender and because so much of its activity is 
on its balance sheet, eventually he would like to see a budget that showed not just income and expense, 
but also showed the implications of the activity to the balance sheet. He said that he did not necessarily 
expect that this would be done for FY2019, but hoped it would be in place for FY2020.  
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FUNDRAISING  
 
D. Lipsetz reported that he and staff had met with every funder who gave HAC money in the last three 
years, most of them in person. Freddie Mac was the only one that had not made a new award at or 
above its past level.  
 
He highlighted two recent awards. First, a little more than one-tenth of HAC’s budget for the year came 
from the Home Depot Foundation, $535,000 last year. The foundation recently committed to provide 
roughly the same amount for the coming year. That very important award was due to S. Charleston’s 
work. Second, HAC had been notified it would receive $1,000,000 from HUD’s RCB program. He credited 
L. George for that success.   
 
The Ford Foundation had invited HAC to apply for a $200,000 grant and staff were working on the 
application. This was one of the only moves Ford was making in rural activities currently. As he had 
discussed when he interviewed for his job, he had been working with others to launch a Center for Rural 
Prosperity in DC. His goal was to create a robust community of practice that would put rural in the 
conversation with the Urban Institute, the Brookings Institution, the Aspen Institute, and similar entities. 
Ford was providing a planning grant and had agreed to recruit other participants. The Aspen Institute 
decided to be a partner and the Urban Institute agreed to contribute scholarship to the endeavor. They 
had determined that HAC would host the entity.  
 
NEW BUSINESS  
 
T. Manning-Beavin noted that historically the Finance Committee had not reviewed and approved 
minutes of its meetings, but he believed it should. Minutes of the March 2018 meeting were currently 
available. He would ensure that minutes from the February and May meetings were available to review 
in August.  
 
FIN 2018-01 
 
S. Ferniza moved approval of the content of the minutes from the Finance Committee’s March 2018 
meeting, subject to editing as needed. L. Buxbaum seconded the motion. The motion carried 
unanimously. 
 
ADJOURNMENT 
 
T. Manning-Beavin adjourned the meeting at 3:22 pm. 


