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HAC FINANCE COMMITTEE MEETING 
HAC OFFICE 

WASHINGTON, DC 
FRIDAY, FEBRUARY 9, 2018 

 
 
Members present: T. Manning Beavin, L. Buxbaum (by phone), I. Jacobs, N. Scipio  
 
Absent: S. Ferniza 
 
Guests: A. Bias, P. Carey, M.L. Mercado, A. Saavedra, I. Sikelianos, L. West-Hoff, P. Wright  
 
Staff present:  A. Berhane, S. Charleston, L. George, K. Klusmann, L. Lawrence, D. Lipsetz, D. 

Stern, L. Strauss  
 
CALL TO ORDER 
 
A quorum being present, Committee Chair T. Manning-Beavin called the meeting to order at 1:01 p.m. 
on Friday, February 9, 2018. 
 
The committee recognized K. Klusmann, A. Berhane, and L. Lawrence for their hard work since mid-
November.  
 
RHS FINANCIAL REPORTS 
 
K. Klusmann presented her report on RHS’s financial statements.  
 
I. Jacobs moved and N. Scipio seconded acceptance of the report. The motion carried unanimously. 
 
HAC FINANCIAL REPORTS 
 
K. Klusmann presented her report on HAC’s financial statements. 
  
L. West-Hoff asked whether the financials reflected the amount donated to HAC after M. Loza’s 
retirement event. Contributions were collected and not all the funds were needed for the event, so the 
remainder was donated to HAC. K. Klusmann said it was included in the figures presented.  
 
P. Carey asked what level of spending on employee benefits was anticipated for the remainder of the 
fiscal year. K. Klusmann hoped that benefits spending would level out, since HAC had paid benefits for 
M. Loza only temporarily and had filled one vacancy, with one vacancy remaining to fill. D. Lipsetz said 
the 32 percent of employee benefits spent in the first quarter was above budget but not wildly so. 
 
D. Lipsetz noted that staff was trying their best to manage to the approved budget by quarter. 
Documentation was not available to show how many of the line items were formulated. He hoped in the 
future to include in the reports a column showing how much HAC was expected to spend each quarter.  
 
K. Klusmann explained that the statement of activities and changes in net assets reflected the budget as 
approved. The budget included approval to use unrestricted funds, and when revenue was received to 
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offset those unrestricted funds it did not show as a reduction in the amount of unrestricted funds 
budgeted. P. Carey said that having a clear picture of HAC’s use of unrestricted funds was critical to long-
term decisionmaking. 
 
L. West-Hoff asked how the reporting would change as grants that had been included in the budget 
were received. D. Lipsetz said HAC’s current fundraising was generating the cash on which the FY19 
budget would be built. L. West-Hoff asked why it did not reduce the unrestricted cash to be used in 
FY18. D. Lipsetz said the FY18 budget assumed receipt of federal grants, so those amounts were built 
into the budget. The budget would be impacted only if HAC did not receive grants it had anticipated. 
 
I. Jacobs moved and N. Scipio seconded acceptance of the HAC financial report. The motion carried 
unanimously. 
 
FY 2018 BUDGET 
 
T. Manning-Beavin stated that the budget was flawed. In some places it was difficult to unpack the 
approved numbers and tie them to specific expense lines, and some expenses were not budgeted. It 
would be difficult to have rigid expectations around budget performance.  
 
L. Buxbaum asked whether timing was considered in building the budget, whether there was some 
timeline indicating when grants and revenues were supposed to come in or when there might be a 
bump in expenses. K. Klusmann believed the budget did include expectations related to timing. For 
example, RCB was expected to start in October, but that money did not come to HAC until a workplan 
was approved in February. 
 
L. West-Hoff observed that in the past HAC had cash flow that ran beyond a single year, so funds were 
allocated over multiple years, but now HAC was looking at just one year. 
 
T. Manning-Beavin asked whether grant income was ever posted to a contingent liability. For instance, if 
HAC was awarded $1 million and received the entire amount today for activity that would occur over 
two years, would the whole amount be recognized today or over time? K. Klusmann said that would 
depend on the terms of the grant. It might be treated as deferred revenue. 
 
T. Manning-Beavin said he believed the Finance Committee’s purview was to inform the rest of the 
board and only indirectly to inform or give guidance to staff. In that light, he would like to tell the 
Executive Committee and the board that the Finance Committee believed performance – budget vs. 
actual – was only one metric. He thought performing to a specific, flawed budget was secondary to 
figuring out what program HAC could run successfully. 
 
P. Carey said if he had a priority it would be that at the February, May, and August meetings there would 
be an ability to project how HAC is doing this year and to estimate how the year will go. That would help 
to make decisions along the way about shifts and changes.  
 
I. Jacob agreed. The board needs to know the financial health of the organization, and D. Lipsetz and 
staff need to be able to manage to that. L. Buxbaum agreed also. 
 
D. Lipsetz pointed out that after the first quarter HAC had spent 35 percent of the amount allotted for 
the “Printing, Dues and Publications” line item. He understood that the budget assumed HAC would not 
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pay dues to other organizations, but he believed HAC should pay those dues, even though doing so 
would bring spending above the line item amount by the end of the year. P. Carey said the board did not 
make a determination about not paying dues. L. Buxbaum and I. Jacobs agreed that relationships with 
other organizations, including the payment of dues, were important.  
 
D. Lipsetz said there might be similar situations relating to other line items during the year, and he 
would try to bring them to the board’s attention. 
 
M.L. Mercado said such decisions were the purview of the CEO and staff. She suggested consulting fees 
would be the easiest line to cut. HAC could hire someone with the skills to do the IT that was being done 
by consultants, or a project could be delayed. T. Manning Beavin said the committee should not provide 
specific directions. That was a management decision.  
 
T. Manning-Beavin explained he was getting the sense from the committee and staff that there was a 
commitment to a more inclusive process in budgeting for FY19, involving senior staff at a different level 
earlier in the process, perhaps involving the committee earlier, and perhaps providing the committee 
with more detail. He asked for reactions. Others agreed with him. 
 
K. Klusmann said staff needed to start the budget process before July, in order to have time to do due 
diligence and understand what goes into each line item.  
 
L. West-Hoff asked whether the auditors were making any adjustments that would relate to the budget 
process. K. Klusmann said she did not believe so, but changes would be made if they were needed. 
 
D. Lipsetz said his goal, beyond clarity in the budget, was to give the division directors a budget they 
could manage to.  
 
2017 FISCAL YEAR END AND AUDIT PROCESS 
 
T. Manning-Beavin reported that a great deal of work had been needed to prepare for the 2017 audit.  
 
D. Lipsetz said the preliminary field work process was recently completed. At the end of that process, 
the auditor holds an exit interview with the client and tells them what they expect to write. Raffa told 
HAC it will provide a management letter raising a number of concerns but no material weaknesses or 
findings. There would be a lot for HAC to do, but facing outward it would be a clean audit.  
 
Raffa proposed March 12 for a Finance Committee and board meeting. P. Carey noted that in the past 
the Finance Committee has been empowered to accept the audit. He suggested the same arrangement 
would make sense this year, with the Finance Committee and auditors meeting face-to-face in May. 
 
L. Buxbaum asked whether the timeline for this audit was standard. K. Klusmann said it met the federal 
requirement to be complete within nine months after the end of the fiscal year, but D. Lipsetz and K. 
Klusmann wanted to have the audit completed earlier in the future. P. Carey agreed it would be 
desirable to have the audit accepted at the February Executive Committee meeting.  
 
T. Manning-Beavin agreed it would be ideal to shorten the time period to four months rather than six 
months. 
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T. Manning-Beavin said he would ask the Executive Committee to empower the Finance Committee to 
accept the audit, with the understanding that the audit would be provided to the entire board for 
discussion and a face-to-face meeting in May. 
 
FY 2018 AUDIT  
 
The committee discussed whether to contract with Raffa for a fourth year, fiscal 2018. K. Klusmann 
suggested that under the circumstances she would prefer to keep working with Raffa. HAC’s finance 
division was in flux, potentially including new staff leadership, and onboarding a new auditor could be a 
difficult, time-consuming process.  
 
The committee agreed that, unless problems arose in completing the FY17 audit, after it was complete 
HAC would seek to engage Raffa for another year.  T. Manning-Beavin agreed to ask the Executive 
Committee for the authority to engage Raffa for the FY 2018 audit. 
 
FUNDRAISING 
 
D. Lipsetz reported that as federal support for a national intermediary serving poor rural places has 
decreased, HAC needs to sell its services or increase its philanthropic support. Staff had been working on 
ways to improve HAC’s fundraising. One way to do that was to call on relationships board members 
have. He would be asking for the board’s assistance.  
 
INVESTMENTS  
 
T. Manning-Beavin reported that staff had not yet been able to address HAC’s investments. T. Russell 
had some dissatisfaction with Merrill Lynch, and told them not to reinvest the proceeds from HAC’s 
investments. As CDs came due, they were cashed, so around 40 percent of HAC’s investments were now 
in cash. 
 
K. Klusmann said the auditors raised this subject. HAC’s investment policy was to hold 60 percent in 
equity, 35 percent in fixed income, and 5 percent in cash and cash equivalents. But HAC had 39 percent 
in cash, 52 percent in fixed income, and 10 percent in equity.  
 
P. Carey believed that investment policy applied to the Joe Debro Fund, not to all HAC investments.  
 
K. Klusmann agreed to circulate the policy to the entire board.  
 
ADJOURNMENT 
 
I. Jacobs moved and N. Scipio seconded adjournment. T. Manning-Beavin adjourned the meeting at 2:58 
pm.  
 


