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Overview of our financial management:

Since Barred Islands Ltd. formed, I have been your faithful treasurer (with the exception of approximately one interesting experimental year when we turned financial duties over to David).  What I do: 
· Prepare a proposed budget each winter-spring (often with Marina’s help), 
· Keep track of our expenses through the year, 
· Communicate financial matters to the family,
· Serve as liaison with our bookkeeper and tax preparer, Samantha Tomlin at MTA Accounting, and Dewey Martin at Martin CPA Group, in Bangor (respectively). 
· Oversee our investments and meet yearly with our broker, currently Tom Griffith at Edward Jones in Lincolnville Beach.

Our finances are fairly simple. Each shareholder pays $1,000 per year in dues, due by Dec. 31. Our operating budget each year is based on that amount of income, so works out to be close to $10,000 annually. Our cash flow relies on people staying fairly current with their dues. We have approximately $50,000 set aside in investments that are available for major projects and expenses, unanticipated costs, legal expenses, and/or buyouts. MTA writes about 25-30 checks per year on our behalf. 

Each year’s budget includes the budget that was proposed for the previous year, the actual expenses for that year, and a proposed budget for the coming year, so we are looking at our financial situation in two-year bites.  If anyone wants to look back at our budget history, it’s pretty interesting to see how costs have changed since 1989 -- I’ll bring a copy to the meeting.

Financial outlook

In preparation for our family meeting in August, I would like to include here a longer-view (ie. longer than 2 years) reflection on Barred Island finances: where we are and where we might be headed.
 
As Assistant Treasurer, my primary duty is to protect the value of our assets. Since I have been Treasurer (or Ass't Treas.), I’ve kept our investments in very conservative holdings with the intent of preserving capital over increased risk for a potentially higher return. For the past 8 years our investments have hovered around $50,000; today they are at around $54,000. (In 2008 they dipped to around $47,000).
-->  Important point: Even with our small annual contributions of $700, our funds have grown far below the rate of inflation (3.5%). 
 
Our challenge: in terms of real value our funds are losing value unless they keep apace with inflation. To keep up with inflation*, they have to increase in value by ~3.5% each year, which can be done either by investing with higher risk, or by keeping conservative and contributing more each year to our funds, or a combination of those two strategies.  This year, 3.5% would be $1,890 -- more than twice what we presently budget for and contribute each year.
 
(*Note: inflation in real terms for us is probably a whole lot higher than 3.5%, given the rapidly rising cost of materials, labor, and transportation).

This ties in with our succession discussion because on our current financial trajectory, our working pool of funds is diminishing, which reduces our options for planned succession and maintaining what we have. Expenses we can expect to incur will likely include legal costs of transferring shares (whether when someone dies, or before they die), potential 10K payments due to any family member who decides to opt out, and (or) loss of dues income in the event of a family member’s death or bailout, and/or legal settlement in the case of W(w)ills that are inconsistent with the shareholder agreement. 
 
I just want to put this information on the table so our conversation in August can be grounded in fiscal reality. We’ve managed the Island very well and affordably for a long time, but not with a long-term financial strategy that matches with potential future needs that are now coming into focus. With foresight, ingenuity, and all generations on deck I think we can figure out how to move prudently towards the next phase of fiscal management so it can support whatever our vision is.
 
(If anyone wants more detail about our current investment portfolio and strategy, let me know -- I welcome input).

Molly


