Contingency Plan Outline
Kahler Glen Community Association

Preliminary Draft for Review

Need for Contingency Plan
The need for a contingency plan was created in October 2010, when, as reflected in the KG Community Association Board meeting minutes, the Resort representative reported to the board that one of the options that the Resort Managers were considering was bankruptcy.  Currently this option is still a strong consideration.

Purpose
The contingency plan will outline the procedures and costs (or range of costs) for providing services to the community, as required by the by-laws and covenants, in the event that the Resort is no longer able to provide these services.  Costs are not the only criteria.  Changes to and impacts on the community and the CA board also need to be considered.
Service Default Scenario
· Resort reverts to Glenn:  Description and possible timing.

· Glenn’s position (from meetings with reps from the two boards)

· Assets

· Timing

Contingency Plan Goals
The contingency plan should be built around common goals for the community.  A reasonable assumption is,that the financial viability of the community in general (inability to sell property) and the quality of life to some degree have suffered this past year.  Perhaps consider the following goals:
· Improve the financial viability and quality of life of the KG community. 
· Provide the same level of service quality, reliability, and security that the community now receives.
Required services per by-laws and covenants
3.12.3  Maintenance of Roadways.  The Board shall repair, maintain and improve all roads on the Property in a workmanlike manner.  The Board has no duty to repair or maintain any private roads or drives…

3.12.4  Maintenance of Water and Septic Systems.  The Board shall repair, maintain and improve all domestic water and septic systems on the Property in a workmanlike manner.

3.13.5  Maintenance of Tennis and sports Courts.  The Board shall maintain the tennis court and sports court and surrounding property in a first-rate condition.

3.13.6  Maintenance and grooming of the Cross Country ski trails.  The Board shall see that cross-country ski trails are maintained at Kahler Glen during the periods of adequate snow in a workmanlike manner.
3.12.7  Contracts.  The Board shall have the exclusive right to contract for all goods, services and insurance, payment for which is to be made from the common expense fund.
3.12.8  Garbage and Waste.  The Board shall have the right to contract for garbage services for all members.

3.3.8  Snow Plowing and Ski trail grooming.  The Board shall have the power to contract for, and pay for required snow plowing on the roadways and public areas, and for grooming of the Resort’s cross country skiing trails, including grooming to connect with the trails groomed by the State Park.
Services and Amenities  
See attached ‘Services and Amenities’  list.  This list is an attempt to combine the Resort services list presented at the May CA annual meeting with the CA current budget categories.  This may be a reasonable starting point.  However, contracting for services corresponding to the budget categories may not be possible because one vendor may not have capability in all of the category areas.  The services may need to be defined by other categories in order to obtain relevant vendor quotes.  
 The CA board should use existing data, comparisons to other local communities, and data from the LLC, as well as quotes and estimates from vendors in the general area.  At this point, estimates may have to be made for some of the services.  Current budget estimates can be used to represent the present costs to the community.
The development of service costs needs to reflect the goals of the contingency plan.  

Contracting for Services

The Community Association may not be able to use the same contracting method for all  services. Some of the services may be difficult to completely quantify and the CA will want to minimize the costs of change orders, changed conditions, and indefinite quantities. Listed below are several methods of contracting that could be considered to deliver the services.

· Lump sum contract:  Some services may be able to be contracted out on a lump sum basis which is simply the not to exceed cost of doing a well defined piece of work.  This could apply to any of the services that can be well defined in terms of both time and materials.   
· Lump sum with unit cost breakdown:  This type of contracting can be used where there is some uncertainty in the time and quantities such as the situation where conditions change at some point during the work.  In this case, an agreed upon unit cost can be used for the changes from the original work.  The snow plowing work might be such a situation.
· Force Account Work:  Force account contracting is often used for emergency services or on work where the time and quantities cannot be determined.  In this case a vendor or contractor is identified early on and equipment hourly rates and labor rates are agreed to for various types of equipment and labor.  With the rates established, the unknowns are limited to number of hours and any material quantities used.  It does require that the CA and the contractor agree on the hours and quantities.  WSDOT maintains a list of force account rates used by most contractors.
· Hourly Rates:  Some of the services can be contracted using simple hourly rates.  Landscaping work may be an example of this.
The Community Association would have to develop their own contracting forms to be used for contractors and vendors.  Clear identification of requirements, criteria, and standards that meet the goals of the contingency plan will be of great importance A manager employed by the CA would need experience in managing outside contracts.

Infrastructure
The community association will need to gain an understanding of the infrastructure components and systems because there is no certainty that current staff will remain employed if the Resort is unable to provide services.  The responsibilities that the CA may have to assume need to be well understood.  Development of infrastructure as-builts would be advised.
Infrastructure areas for consideration include:

· Roadways

· Septic systems

· Domestic water

· Irrigation water

· Drainage and ponds

Cross Country Skiing
There is no certainty that cross country skiing would continue as an amenity if the Resort does not exist in its current form.  However, if xc skiing were permitted then the CA would have to take responsibility for grooming.  Options could include:

· Purchase equipment and hire employees

· Notify the state of our inability to continue the present arrangement and discuss an adjustment

· Inform members that will be no skiing until independent arrangements can be made
Insurance
General liability insurance cost to the Community Association may increase because of the possible addition of employees and insurance requirements as a result of vendors working on Kahler Glen property. 

Legal Issues

There may be legal areas that need to be considered if the CA were to be responsible for providing all the services. Review of the following areas may be needed:

· Possible changes to covenants and by-laws

· Revision of the $5,000 limit on expenditures w/o a community vote

· Need for a complete annual audit rather than a ‘review’

· Tax issues:  B&O, payroll, etc.

Accounting Issues
Accounting requirements may change in the following areas:

· Tax preparation and filings

· Employee tax considerations

· Bookkeeping and accounting costs

CA Employees
The CA may need to have employees if the CA is responsible for providing and managing services to the community.  If vendors are providing services then the CA will be responsible for providing management, oversight, and direction.  Employees with knowledge of facilities and infrastructure may be needed.  Board terms are for two years and there may need to be full time management of some type to provide continuity and stable management.
Property Rentals
 If the Resort no longer exists, managing the rental program becomes the responsibility of the CA.  Since continued golf and XC skiing are not guaranteed under a Resort failure scenario, the need for rentals may go away or owners may take individual responsibility.  If a rental program is to continue, the management could be contracted out (Mt. Springs, Blue Grouse, Lake Wenatchee Cabins, etc.).  This may require a change to covenants.
Use of Resort Property
It is not clear what type of current Resort property usage, if any, would be permitted if the Resort should no longer exist.  This should be examined. This could affect winter activities and snow storage from plowing operations.
CA Board Responsibilities
As the Community Association Board transitions to the provider of services for the community, there may be accompanying changes to the CA Board.  Responsibilities could include providing the services and managing how these services are provided and maintaining financial responsibility.  It seems that Board committees would need to be formed to do some of the detail work needed to oversee the services.  Additionally, providing the services will quite likely require more time and attention from Board members than is now required.  This may make it more difficult to find people willing to serve on the CA Board.

Local Area Resources
The following resources in the local area could be consulted:

· Snow plowing:  Stellerwood community

· Grooming:  State parks, Leavenworth Ski Club

· Mosquito control:  Fish Lake community

· Rental program:  Mt. Springs, Blue Grouse, Lake Wenatchee Cabins

Additional Resources
Washington State Chapter of Community Associations Institute http://www.wscai.org 
HOAleader.com http://www.hoaleader.com  
Services and Amenities (attachment)
Combining the LLC presentation list of services with CA budget categories.

7200:  Irrigation Water:  $20,720; current CA budget

Provide and maintain irrigation system:  Electricity, capital and maintenance labor and repairs, drainage and reservoir expansions.  Storm water system monitor/maintenance.

7300:  Septic/sewage disposal:  $24,000; current CA budget

Pump system tanks, fund repairs, quarterly inspections on 16 systems on Resort land.

7400:  Domestic water:  $9245; current CA budget

Provide/maintain domestic water, water testing, system repairs.

7500:  Trash disposal:  $14,400; current CA budget

Waste disposal fees.

8200:  Property manager:  $10,810; current CA budget

Respond to community service requests, on call-emergency support, knowledge and support of infrastructure, year long on-site staff, monitor community signage, landscape and construction oversight, maintain liability insurance, pay real estate taxes on community areas, property management and support, manage rental program, manage dangerous tree monitoring, safety, security, and fire system monitoring, manage condo support services.

8400:  Landscaping and grounds:  $22,898; current CA budget

Community sport’s area maintenance, mow common areas, fertilize, burn dump materials,  waste vegetation management, noxious weed control, landscape and technical services, and mosquito control.

8600:  Road maintenance:  $57,500:  current CA budget

Road maintenance and repair, monitor ditches, clean drains, clean ditches, remove trees, noxious weeds along road and ditches.

8700:  Snow management:  $106,638; current CA budget

Six months of snow and ice management and removal, drainage, sanding and sweeping, plow marker install and remove.

8900:  Cross country grooming:  $42,375; current CA budget

Grooming, sledding, State Park connector trails, permit parking lot, maintenance and capital repairs. 

Cost for Resort provided services less the $22,000 Resort dues to CA; $190,984. 

