Welcome to the 8th Edition of Frequently Asked Questions (FAQs) re: HIC Finances
May 2014 - July 2014
The purpose of this edition of FAQs is to discuss the Hat Island Community (HIC) financial status through June
2014, including the marina loan status and clarification of collateral. Please send questions to

HICFAQs@gmail.com.
IMPORTANT: Please remember that the FC makes recommendations to the Board, but we DO NOT SET POLICY!
Our goal is to hash through possibilities, weigh the pros and cons of each, and present what we think are the best
alternatives for Board consideration. The ideas communicated from the FC are not approved as statements of fact
until the Board makes its final decisions and/or revenue and expenses are realized. For example, HIC and the
Board make decisions on funding sources and how they will be applied to Marina loan principal and interest.

FAQ #1: What is the current status of monitoring the overall 2014 budget?
The FC presented the financial status as of June 30, 2014 (six months into the year, based on unaudited financial
records) at the July 19, 2014 Board meeting. Here is a copy of the PowerPoint presentation:
Slide 1: We were below budget on cash received, primarily
because assessments are overdue on 120+ lots.
Also, vehicle fees have not been paid on 40+ cars.

Slide 2: We were very close to budget on our expenses,
but fuel delivery was made shortly after June 30.

Slide 3: Operating cash was slightly higher this time last
year.

Slide 4: Cash reserves, which reflect 3 months of operating
expenses, have not been touched in 3 years.
It appears we may need to use them this year.
Note the significant reduction in capital reserves.

Slide 5: $211K reflected the operating cash we
conservatively believe will still be received this
year (for those items already billed).

Slide 6: $489K reflected the combination of potential
collections (Slide 5) plus other budgeted
income for the last part of the year.

Slide 7: ($10K) indicated we will not have enough funds
to meet our obligations this year without using
our operating cash reserves.

Slide 8: Recent events (that occurred after the
presentation on July 19) make our cash position
even more uncertain.

FAQ #2: What is the current status of monitoring the marina loan?
The FC presented the current status of the marina loan as of June 30, 2014 (six months into the year, based on unaudited
financial records) at the July 19, 2014 Board meeting. Here is a copy of the PowerPoint presentation:
Slide 1: $288k reflected the planned principal payment as
budgeted.

Slide 2: Please note that marina funds are processed
through a separate account.

Slide 3: $1,751K was the loan balance at June 30, 2014.

Slide 4: $1,623K was the balance projected for the end
of 2014.

Slide 5: The extra operating cash budgeted for payment
against the loan ($65K in Slide 1) has not been
applied to principal and, based on the info in
FAQ#1, will most likely not be available in 2014.

Slide 6: Since we are already behind budget in 2014, we
won’t be able to fund the $75K needed to reach
the goal of $500K.by December 2018.

We ended our presentation with the following question: “HOW CAN THE ISLAND GENERATE $94K PER YEAR??” This is the
annual amount we currently believe will be needed for 2015-2018 (instead of $75K per year) due to the shortfall in 2014.
Our underlying assumption is that marina assessments currently due will continue to be paid. Stay tuned as we deal with
this issue as part of the 2015 budget.

FAQ #3: What HIC property is currently serving as the collateral for the Marina Loan?

This question, along with numerous answers (both right and wrong), is currently floating around the HIC grapevine, so we
thought we would answer it for you here. Our loan is secured by deed of trust on real estate owned by HIC (i.e., the marina,
golf course and picnic area), as well as by liens via UCC filings against most personal property (both tangible and intangible)
owned by HIC (i.e., all equipment, all inventory, and all accounts receivable, but NOT the ferry). It would be typical and
expected for any bank to require such security for a loan of this size to an organization such as HIC.
With regard to the ferry, here is the gist of a phone conversation on August 12 between Cynthia Petrie and the VP at
Foundation Bank who handles our marina loan: According to our lender, “the UCC filings made to secure Hat Island’s
personal property against the marina loan do not include the ferry because a boat that’s over 50 feet long can only be
secured using a preferred marine mortgage. There is no such mortgage on the Hat Island ferry.”
For your information, a ballot requesting approval to use certain HIC assets to secure the marina loan was mailed to all
owners in the Fall of 2012. The request was approved by 88% of the voters (231 yes vs 31 no votes), as counted at an HIC
Special Meeting on November 17, 2012.

FAQ #4: What is the current status of the financial software conversion?
The conversion has started and is happening. Barbara Harris is working with Melody. Thank you to them both!

FAQ #5: What is the current status of the 2015 Budget?
The FC is on track to present the proposed 2015 budget to the Board at the October meeting.

FAQ #6: How do I get my questions to you so they can be addressed in future editions of the FAQs?
Please send your inquiries to HICFAQs@gmail.com, and be sure to tell us how to contact you if we don’t understand your
question. Please do NOT send any FAQ requests to any of our personal or business e-mail addresses.

