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IMWC Informational Meeting Minutes 

January 25, 2014 

AM Bank, Heber City, UT 
 

1. Meeting was called to order: @ 10:04 am by Larry. All current board members in 

attendance:  Larry Headley, Mac MacCasland, Kevin Hawkins, Sandra Soper, and Sarah 

Kutschkau.  

 
2. Introduction: Larry 

Larry explained that the purpose of the meeting was to discuss the financial management 
of IMWC. Additionally, he explained the protocol of the meeting, asking that those 
making a comment or posing a question please stand, announce their name and hold their 
comments to three minutes. 

 
He then summarized the Board-authored handouts, specifically the budgets and 
expenditures for 2011, 2012 & 2013, the Treasurer-prepared balance sheets for those 
years as of July in each year, the monies held in reserve 2010 – 2013, the Reserve Study 
done in 2013, and the tabulation of the four 2014 IMWC Reserve Funds. The 
budget/expenditure sheets showed the variance between the budgets for each year as 
compared to the actual expenditures. Larry clarified that the budgets for any given year 
are prepared at the end of the previous year.  

Beth Ann Schneider questioned if members of the community were permitted to provide 
their own budget numbers and handouts at the meeting. Larry confirmed that they were 
not.  

3. Income, Budgets and Expenditures: 2011, 2012 & 2013 

At 10:14 a.m. Larry introduced Kevin as the moderator of the next portion of the 
meeting, which addressed the details of the budgets and expenditures for 2011, 2012 and 
2013. As an introduction, Kevin offered his personal account of his joining the Board at 
the end of 2011 and made several introductory observations: 

 The nature of IMWC’s boards is that its Directors are volunteers, not 
professionals. 
 

 By virtue of being volunteers and human, we are fallible. We make mistakes and 
are not perfect. 
 

 But at every Board meeting, with every vote, we have always had the 
community’s very best interest in mind, taking what’s called our fiduciary duty 
very seriously, and applying in-depth discussions to every issue before us. Kevin 
emphasized that all Board decisions affect the Directors as well as the rest of the 
community. 
 

 In joining the Board, he noted that there was no orientation, no historical context, 
no handbook of policies and procedures. Also, every Board inherits the budget 
that was adopted by the prior Board and then manages the business of the Board 
going forward. Germane to this meeting, there was no guidance as to the nature 
and purpose of our reserve funds, specifically what purposes the funds in each of 
our CDs were to serve. There was no booklet that said this is CD 1 and this is 
what the funds held in it are to be used for. You had to rely on other members of 
the Board and the history they could recall. This just isn’t a good way to run 
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things professionally, Kevin said. Even though we are volunteers there is a better 
way to provide clarity of direction 

 
There followed a digression into a discussion of the ongoing dispute over the road 
corridor easement and the ensuing roadway corridor survey conducted during 2012 
and 2013. 
. 
 Road Corridor Survey. Kevin recounted that when he joined the Board, he and 

the rest of the new directors inherited an ongoing issue over a “road situation” that 
involved a shareholder’s getting a parking citation. It got built up into this “huge 
deal,” again, an inherited situation. We talked about whether we can really 
enforce the fine, and at the end of the day we said let’s just forgive it and move on 
and be good neighbors. And that is what we did. 

 
But part of the dispute over the parking issue was who owns the road. And 
legally, the way real estate in Interlaken works, in Kevin’s opinion, is that 
everyone’s lot line was to go to the center of the road, per the original platting of 
the subdivision. But when you design roads in an office, then build them on the 
side of a hill, there is usually a discrepancy. In his opinion there is clear evidence 
both on the plats and in our deed restrictions that there has always been a 33-foot-
wide corridor that ran through the whole community for our access and for our 
water system. And this whole issue over parking and who owns the road is partly 
a matter of semantics too. Yes, you may own some of the ground under the road, 
but if roads have been in place since day one and have been continuously used by 
the community during this time, there is the basis for what is termed a 
“prescriptive easement.” Now, as a community and a Board, we are saying that 
while the parking issue wasn’t a really big issue, we need to make sure we have 
the rights to these corridors.  
 
We evaluated the situation, we got some legal advice, and advice from the County 
Recorder, and the most cost-effective step to take in resolving the issue and 
perfecting the easement was decided to be a survey of the roadway corridor. We 
got years of aerial photographs that demonstrated that the roadways have never 
varied in their location from the day they were built. Together with the as-built 
survey, we initiated an extraordinary campaign to communicate with everyone 
and solicit and resolve any issues over the draft survey before finalizing it. Of all 
the shareholders, there were just two who had issues. For one, the issue was 
resolved. For the other it was not. We went ahead and finished our survey and 
recorded it just as the County asked us to do. We feel that’s our job, to protect 
[noise disrupts communication].  Subsequently litigation was brought against the 
community by the shareholder with whom we could not reach agreement over the 
rights to that road, and we are defending against that. 

 
That’s the whole point; we did not initiate the litigation and that’s the history. I’m 
going into that because that is some of the reason we have had expenses 
exceeding our budget. The Boards in place before this issue came up didn’t 
budget for litigation. 
 
Another reason expenses have exceeded the budget is that there has been a long 
time where we have not increased our annual assessment. For every organization 
on the planet, expenses usually increase each year, two or three percent. But our 
dues have been held flat. 
 
Greg Harrigan wished to hear about the status of the litigation. Mark Hunter 
wanted to know to whom the $30,000 in litigation expenses were paid. Kevin 
explained that fees were paid to our attorney and Summit Engineering was 
compensated for time spent with “declarations,” (similar to deposition expenses). 
He expressed the hope the litigation might be resolved through direct 
conversations with the plaintiff without attorneys. It is an important issue and we 
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cannot just walk away and say we don’t have the rights to the road. We have the 
rights and the roads have always been where they are today. Improvements and 
widening have always been done within the 33-ft-wide corridor. We have to fight 
for this. It is critical. We have a water system that runs through this corridor, we 
have to access it, we have to remove snow there, and maintain the road within that 
corridor. It is a critical issue. 

 
The meeting digressed to the subject of widening the roads, which is related to the 
resolution of the litigation. Willy: was Kevin able to get a permit, given the fire 
marshal’s statement that none would be issued. Kevin responded that he had not 
yet tried to pull a permit. Larry clarified that St. Moritz Rd. (serving Kevin’s lot) 
was widened from its initial 9-foot width to 14 feet, meeting the requirements of 
the fire department. The fire department wants us to do our best efforts at 
widening the road and understands that there are locations where we cannot do so. 
The fire marshal cited three communities where he has shut down by not allowing 
any building permits.  

 
 2011, 2012, and 2013 budget/expenditure data. Kevin led the discussion as to 

the differences between our annual budgets and the actual expenses incurred for 
2011, 2012 and 2013. 
 
2011: We budgeted based on $208,000 and brought in $200,000. Total budgeted 
expenses were $180,000, and spent $176,000.  
 
2012: The budget was made in 2011 as a best-guess estimate. Our budgeted 
income was $201,000 and we brought in $198,000. Budgeted expenses were 
$184,000 and our actual expenses were $276,000. The difference was $92,000 
more spent than budgeted. 
 
The main causes of the excess expenses in 2012 were: 
 

o The Survey. We did not know we were going to do a survey when we 
made the budget. The road corridor issues had to be addressed; we got 
advice from the County and our attorney; we identified the survey as the 
best approach. So we embarked on the survey, spent $26,000, and we had 
nothing budgeted for it that year. 
 

o Road Improvements. We budgeted $53,000 and spent $85,000. The 
difference was due to completing road improvements started in 2011. 
Expenses exceeded the budget due to the need for walls to support over-
steepened uphill slopes and a substantial amount of new asphalt installed 
where the roads were widened. The work stared in 2011 included the 
excavation of sloughing soil from the uphill side and move it to the 
downhill side. In places gabions (baskets of rocks) were installed to 
support these slopes. 

 
Rock walls were installed in 2012 to replace the gabions and cost $17,400. 
Gabions initially put in to shore up the sloughing uphill slopes were 
judged unsuitable for that purpose. Larry, a professional Landscape 
Architect, helped us address the issue. The problem with the gabions, apart 
from aesthetics, is that a three-foot wide gabion almost entirely defeated 
the widening of the road, where used. We decided that a better solution 
was to install rock walls, so we put two in along St. Moritz at a cost of 
$17,400. 
 
Question raised: Were the walls installed in other places than the gabions 
were installed, or did they replace the gabions. Larry addressed this 
question: the walls were placed at two locations along St. Moritz. One was 
a 65-foot-long stretch of over-steepened, almost vertical slope 
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unsupported by anything but one gabion in one corner. That gabion was 
removed. The entire 65 feet of slope had to be stabilized. Otherwise it 
would just continue to slough off down into the road. The other site was 
where a number of gabions were installed, each being wider than three 
feet Larry thought. This was also along St. Moritz. It was judged not to 
make sense to widen a road four or five feet and use up three to four feet 
of it with gabions. In comparison, the rock walls were only about 1.5 feet 
wide. The gabions were removed to allow for the better choice of rock 
walls. We asphalted up to the rock walls and, at the end of St. Moritz, 
were able to widen road by five feet, increasing its width from nine feet to 
fourteen feet. Maintenance of Big Matterhorn Way was sacrificed that 
year in order to pay for the walls and laying down new asphalt. 
 
Larry further noted that, regarding Big Matterhorn Way, Summit 
Engineering recommended installing a rock wall along about 650 feet of 
it, along with shoulder repair and erosion repair. We are going to have to 
forego, for now, the wall, and focus instead this year on erosion and 
drainage control, as well as seal coating and crack sealing the road’s 
surface. When you look around in our community, you see rock walls. If 
you have to deal with a steep slope near your home, you are going to have 
to install a wall of some kind. The style in this community has been rock 
walls. 
 
If we employ workers at a decent wage, such as those working for a 
contractor, Larry suggested that a gabion would cost more on a square foot 
basis than a rock wall. The protocol, going forward, he noted, is solely to 
use licensed contractors carrying appropriate insurance who will be 
required to name IMWC as an other named insured. The cost of cheap, 
undocumented labor in the past has been to put IMWC at risk of 
substantial liability. 
 
The other aspect of gabions that render them unsuitable is that they cannot 
be flexibly designed to different heights, and one size does not “fit all.” 
When you have a slope that tapers down in height, you cannot also taper 
the gabion to fit that diminished slope height.  
 
All things considered—functionally inappropriate due to how much right 
of way is displaced; a third-world appearance; and no cost advantage—
rock walls were judged to be the better choice. 
 
Some discussion ensued regarding the need to address drainage and 
erosion control and repair of the last summer’s damage due to heavy rains. 
 
Although the walls cost $17,400, most of the road maintenance costs 
exceeding the 2012 budget were due to installing asphalt for the widened 
portions of the roads. Ridge Rock, the contractor doing the road work, bid 
$44,000 for the asphalt work. 

  
o Replaced water pump: $14,930. There were no monies budgeted for a 

broken water pump. 
 

In conclusion, Kevin noted that the cumulative costs of the survey, road 
improvements, and replacement of the water pump accounted for nearly all of the 
$92,000 in expenses exceeding what was budgeted for ($87,700). We went over 
budget, we voted on the expenditures as a Board, and that is what it is. 
 
Al Pershon asked if we still have insurance covering the wells. Larry: our water 
system infrastructure is covered by our insurance. However, Judy O’Laughlin 
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noted that the pump had to be replaced due to wear and tear. Kevin noted that 
wear and tear is not covered by insurance. 

 
 
2013: Our budgeted income was about what we budgeted for.  Budgeted expenses 
were $189,000 and our actual expenses were $223,000. The difference was 
$34,000 more spent than budgeted. 
 
The main causes of the excess expenses in 2013 are explained primarily by three 
expenditures: 
 

o Legal expenses. We budgeted $10,000 for legal expenses and spent 
$30,000 (a $20,000 difference). Legal expenses are money down the rat 
hole, but we have to assert our rights. Larry: of the $30,000, $8,000 was 
for declarations from Summit Engineering in support of the litigation, and 
the rest was for the services of our attorney, Dwayne Vance and 
miscellaneous expenses associated with the hearings. 

 
Larry continued with noting that because we could not anticipate the legal 
expenses to be incurred in 2012, we did not undertake the repairs budgeted 
for Big Matterhorn Way, setting aside that budget for legal expenses. Of 
the budget for this road repair, $20,000 was used for legal expenses. 

 
o Survey expenses. We budgeted $29,000 and spent $44,000 ($15,000 

difference). We are done with that now and the survey has been filed and 
recorded. 
 
Michael Soper asked why this expense was not predictable. Larry: we had 
a fixed-fee not-to-exceed contract for $65,000. The plan was to complete 
half of the work in 2012 and the other half in 2013. Due to Summit 
Engineering’s billing cycle, much of the 2012 work bills landed in 2013. 
The 2013 budget was developed at the end in 2012 before knowing that 
much of the 2012 billings would not be sent to IMWC until the next year.  
 

o Broken water main. The repair of the leaking water main cost $11,500 
($1,000 of which was for asphalt patching the road) and could not have 
been anticipated. 

 
Kevin summarized by saying: so, that’s those years, 2011, 2012 and 2013. For 
2012 and 2013 we spent more than we budgeted. We apologize. We think it was 
money well spent. There was no malfeasance. There was no personal enrichment. 
And that is what we do as a volunteer Board. When you guys are on the board, 
you will make your best judgment on decisions on behalf of us; not everyone will 
agree on the decisions you make. 
 

 The 2012 Balance of $453k in July. Larry led the discussion of the Treasurer’s 
report for the 2012 Annual Meeting which showed $452,712 in cash on hand as of 
July 31, 2012. There had been a question as to this amount of money and an 
incorrect reference in the minutes indicating that this sum was the total of our 
reserves. It was not. It was the sum of all of our cash on hand, which included our 
reserves, but also cash in our checking account, cash held to pay our water system 
loan payment in December, and construction deposits. This mid-year report of 
cash on hand included sums that would not show up in the year’s end CPA report, 
particularly the $75,000 held in an account for our annual water system loan 
payment made in December prior to the CPA’s report. By the end of 2012 (CPA’s 
year-end report), 240,335 was held in checking/savings. The difference is more 
than explained by the $276,760 of total operating expenses for the year (2012 
IMWC Budget vs Actual). So, all expenditures have been accounted for. 
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Kevin added that a balance sheet shows a score card for the whole year. It is a 
picture of IMWC’s finances on a particular day, the assets, the liabilities, and the 
community’s net worth. The balance sheet for July of a year is accurate as of that 
date. At the 50-yard line for the year, you still have a lot of money because you 
have six months more of expenses yet to be paid. The concerns voiced were over 
the difference between how much money we had on hand in July compared to 
how much less we had at the end of the year. Well, it was the income, it was the 
expenses. 

One more thing: We knew we were going over on our expenses. But there was an 
overwhelming duty, we thought, not to raise the dues or have a special 
assessment. So, we were always trying not to raise the dues. We lived with what 
we had. And then there was all this money in CDs; again there was no handbook 
as to what the CDs were for and restrictions on their use. So, in 2012 we did use 
some money in one of the CDs for the overruns in expenditures in lieu of a special 
assessment and raising the dues. We were relying on Kate (former Treasurer), 
because she has the experience, the historical context, and this is what she does 
for a living (managing HOAs and all things financial). She was the general, knew 
all the rules. Relying on word of mouth was not the best way to manage. 

Larry: it has been an interesting and difficult conversation which we have had for 
the last three months. It has been hugely instructive. And we have effected some 
changes which we want to highlight in this meeting, in the way of tracking the 
various funds outside of our regular operating checking account. He said he did 
not know the difference, just looking at them, between a CD 1 and a CD 2, and 
between a CD 2 and a CD 3. Who else would you ask when you have a Treasurer 
who served for a number of years on the Board before you did? She helps to 
manage more than 50 HOAs. We had a lot of confidence in her. So if he asked her 
a question, he believed he had asked the appropriate person. It wasn’t someone 
who was new to the Board; she had experience. You do the best you can to learn 
and understand what’s going on. Sometimes you don’t get all the information that 
you want or information that others think is right. 

Sherry Bolca: I think the idea of a binder is excellent and hope we don’t spend a 
lot of money on it. She spent several years doing methods and procedures. What I 
disagree with for the years addressed is starting your budget with the idea that we 
will not increase fees. The budget has to cover the expenses. What you charge us 
has to cover the anticipated expenses plus contingency and funding the various 
reserves. We need to have a budget that adds these expenses together and divides 
by 184. As a person on a fixed income, I can absorb a small increase each year. 
Larger increases are harder to absorb. I don’t think the special assessment is huge, 
but I’d rather have seen us cover those expenses budgeting more appropriately. 

 

Larry: It is hard to understand a CPA’s reporting, as they speak a different 
language. We think we can do better by reporting a budget and expenses quarterly 
to the community with a format like what we show for our budget for 2014. This 
format is a bit more complete than past documents of its kind, as it will show all 
the income, then the contributions to the several reserve funds, before showing 
what’s left over for the operating budget for the year. 

 

4. Reserve Accounts 

Larry led a discussion of the 2013 IMWC Reserve Study referring to the three-page 
excerpt of the 2013 IMWC Reserve Study. You have years where there’s going to be a 
lot of money spent on roads. In about 20 years or so, we are going to have to re-asphalt 
the roads and it is going to cost a bundle. If you just look at that one year, you might say 
that we are going to have to raise the dues that year, because this is more than the money 
we earned. The Reserve Study is crafted around the concept that you figure out what you 
are going to contribute each year for 30 years to cover those years where you have large 
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expenses, recognizing that there are going to be years where you don’t have much in the 
way of expenses. And in those years the reserves recover. What’s held in the state-
mandated reserve account is meant to be used, but planned for and replenished in a way 
that will cover cyclical expenses that in some years may be huge, in some years small. 
So, it is not entirely right to say: “We have large expenses this year. We need to do 
something about it” [in the context of Sherry Bolca’s statement that large anticipated 
expenses are addressed with an increase in the annual assessment]. The Reserve Study is 
to be revised at least every three years. So, it means that as priorities change and you 
learn new things, you change the line items, and you adjust the need for income 
accordingly. Then you increase the annual assessment, if you must. 

 

In 2010 and 2011 we had a CD that had considerable funds in it, and they seemingly 
“went away” in July of 2012. Kate [previous Treasurer] reported that this money was 
used appropriately for Board-approved projects. She said there were only two Reserve 
funds: one was the water system loan reserve fund where the funds were kept to make the 
annual payment on our loan; the other was the DDW Reserves Account. The other 
monies were put into CDs to earn some interest because it wasn’t money that was going 
to be immediately spent. You have operating checking account money, and you have this 
other money that you put into CDs that is earning more than savings accounts. Larry 
looked for a consistent explanation of what the money was for and most often only saw 
them referred to as CD 1 or a CD 2. And that is this Board responding to what we were 
seeing. When we needed some additional money in 2013, he asked Kate about what to 
do, and she said you can use the funds in CDs 2 and 3. So we borrowed $33,000 from one 
of them initially and about $2,000 more, later, to pay for necessary, not discretionary, 
expenditures. 

. 

 Reserve Study. We had a Reserve Study done in 2012 to comply with a new 
State code requiring one be completed that year. We were not entirely sure that 
the code applied to a non-profit corporation that was not clearly a community 
association. Kate suggested that it would be prudent, nonetheless to have one 
done anyway. We did that. Given the uncertainty, we didn’t really apply it. Our 
fault. 
 
Then, last Fall, Sandra asked the Board if we had a Reserve Study. The Board 
then reviewed the one we had and found it had some mistakes. Particularly, one 
was that all monies outside the IMWC checking account were nominally counted 
as the reserve fund. Reserve Funds hold monies for very specific line item 
purposes. These are not funds to be used for improvements, or litigation. They are 
not funds that can necessarily be used to address accidents of nature, depending 
on what has been damaged. The Reserve Fund is for repair and maintenance of 
our infrastructure, which includes the features of our roads and our water system. 
If a proposed expenditure doesn’t address a line item in the Study for such 
features, you don’t get to make that expenditure using Reserve Fund money. 
 
If you assign all of our funds outside of the checking account in that way, then  
there is no money to do anything else. At our last Annual Meeting, those in 
attendance expressed approval of exploring alternatives to the way IMWC is 
currently organized. This will require legal advice. We need a specialist. The 
volunteer Board cannot do this kind of work. With the Reserve funds defined as 
they were, we could not pursue this initiative, which is imperative for the future of 
this community. The Board then debated what nominal amount to designate as the 
starting point for the Reserve Study. We decided to set aside $75,000 as that 
starting point in terms of the Study. 
 
 
The Board also identified a need for another type of reserve account outside that 
addressed by the Reserve Study. We call it a Contingency Account—for the 
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unexpected, acts of nature, legal advice—things that aren’t Reserve Fund 
expenditures.  
 
The first Reserve Study did not recognized that we would have our water system 
loan paid off in December of 2024, releasing $75,000 a year to be contributed to 
our reserve fund. Also, $7,500 a year that has been contributed yearly to the 
DDW reserve account can now be contributed to our reserves, as that account was 
fully funded as of December 2013. The new Reserve Study, in accounting for 
these additional contributions, recommends that $30,000 a year be contributed to 
the Reserve Fund (not $50,000 as suggested by the original Study). 
 
The Board agreed to contribute $30,000 a year to the Reserve Fund and an 
additional $15,000 to the Contingency Fund. The money in the Contingency 
Fund, to be used for the unexpected, can also be used for Reserve Fund line 
items—maintenance and repair of our roads and water system—if needed. So, 
that is $45,000 a year to be contributed to reserve funds. 
 
Our attention has been drawn to one more reserve contribution needed: the 
Capital Replacement Reserve Fund, to be 5% of the water system operating 
expenses each year. This additional contribution is to be added to the DDW 
reserve account. While we don’t have a separate account for this, it is earmarked 
as a separate contribution. The way this fund works is that if we have to replace 
any water system equipment, we have to notify DDW first. This year we have 
budgeted $10,000 for maintenance of our water system, so we will contribute 
$500 to the account. 
 
Larry then discussed the cashing out of a CD, termed “CD 1.” He recounted how 
he spoke with our CPA and was told this CD held the $75,000 sequestered for our 
annual water loan payment and the CD had matured in July of 2012 and the funds 
were placed in the checking account to be used appropriately for that loan 
payment and road maintenance and improvement projects that year. This proved 
not to be true, as it turns out, but he relied on that information until informed 
otherwise and was wrong about this one CD. Regarding the other CDs, his 
understanding as to the reserve monies held by them was correct. In his mind, all 
money held outside IMWC’s checking account can be regarded as reserves of 
some kind. What has not been clear is the purpose for the reserves. 
 
So our Treasurer had one view of our CDs . The CPA gave Larry a different view, 
a certain view of CD 1. It was a mistake. But he thought he had consulted with the 
“authorities” on the matter. It wasn’t until he had gone through an archive of bank 
statements that he more recently acquired that he finally learned the facts about 
CD 1. 
 
Michael Soper: is the money that was withdrawn from one of the CDs going to be 
repaid? Larry: yes, it will be repaid. The additional monies coming in from the 
increase in the Annual Assessment and the Special Assessment will all be going 
into the reserve accounts. The total starting amount in 2014 for the Reserve and 
Contingency Funds will be $233,000, about equal to what was held in reserve in 
2011. 
 
There followed questions about the details of the scheduling of expenses per the 
Reserve Study and the funding of the reserve funds. Reference was made to the 
2014 IMWC Reserve Funds handout showing the starting amounts for the several 
funds and the contributions to be made in 2014. 
 

 Reserve Fund. We start with $80,000; add a regular 2014 contribution of 
$30,000; then add a supplemental contribution of $27,600, which comes from the 
increment of increase in the Annual Assessment. The beginning total for this fund 
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will be $137,600. After scheduled road maintenance, the net reserve amount will 
be $120,129. 
 

 Contingency Fund. Improvements are to be paid from this fund, as the Reserve 
Account cannot be used for improvements. We start with $35,000; add the regular 
2014 contribution of $15,000, than add the total of the supplemental contribution 
of $46,000. The beginning total for this fund will then be $96.000. After a set-
aside for legal expenses anticipated, the net Contingency Fund will be $76,000. 
 

 Water System Loan Payment Reserve. We contribute $75,000 to this fund and 
it is spent in December to pay the loan amount due, with a net balance of zero. 
 

 DDW Reserve Fund.  This fund will not be further funded, as funding is 
complete. The Capital Replacement Reserve will be funded in 2014 with $500 
contributed to the DDW Reserve Fund, as discussed. 
 

Recap and questions. Kevin: recapped the discussion with a summary of the several 
funds, repeating the description of their purpose and sources of funding. Instead of 
naming the funds as CD 1, CD 2, etc., we have renamed the accounts, which have 
specific purposes as described. The funds are to be used and replenished over time. We 
have rules and policies as to how the monies are to be spent. Additional to the four 
reserve accounts is the operating account, which is a checking account from which we 
pay recurring annual operating expenses. 

 
Gail: are there policies governing how the funds are to be spent? Kevin: yes. 
 
Larry explained the new format for financial reporting to the community. Income is 
shown, then loan-related expenses are shown, followed by contributions made to the 
reserve funds, and finally the operation budget is what’s left over. Going forward, a 5% 
expense contingency has been added to the operating budget to address the uncertainty of 
budgeting. 
 
Larry then addressed a question as to budgeting for legal expenditures. He pointed out the 
2014 set-aside in the Contingency Fund of $20,000 for legal expenses. This is for 
defending IMWC in the current litigation as well as funding the consideration of 
alternatives to IMWC’s current organizational structure. Kevin: it is a rainy day fund. In 
the life of the community there have been several lawsuits. It happens in life. We 
continually contribute to the contingency fund partly for this purpose. 
 
Marc Hunter questioned the operating budget’s not addressing litigation. Larry responded 
that litigation is not an operating expense, not a recurring day-to-day and predictable 
expense. Litigation has been budgeted for from the Contingency Fund, as noted. The 
budget is addressed relative not just to the Operating expenses, but also separately for to 
the Reserve Fund and Contingency Fund expenses. Again, litigation will be paid from the 
Contingency Fund; it is not an operating expense. 

 
5. Personal enrichment.  
 

Kevin: In some of the back-and-forth there are some things that some people might think 
of as personal enrichment. We want to disclose those to you and tell you what they were, 
and see if you have an issue with them. He doesn’t know if it was a standing policy, but 
some members who had served multiple years on the Board were given a gift card for 
$200 as they exited the Board. That happened four times. None of the current Board got 
them. One of the Board members who got one gave it to a homeless person. Kevin 
thought it was a tradition. The cards totaled $800. Larry: Let’s put it this way. For Kate’s 
four years of service, $200 amounts to 27 cents per shareholder per year. Shareholder: 
you can double mine. 
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If there is a huge outcry about that, we should have a policy that we should not do that. 
Marc Hunter asked that it be a policy that Interlaken funds not be spent on gift cards for 
Board members. Larry: and then what we have always known was a thankless job will 
now become officially thankless. [Laughter.] 
 
Michael Soper: the custom was for the Board to donate their own money to buy them 
something. Kevin: In our own minds it was an immaterial amount and we thought it was 
common courtesy to say thank you.  If other Boards didn’t feel the need to do that, that’s 
what those Boards decided. We decided it was a thank you, not a huge misappropriation 
of funds.  
 
One other item: Larry Headley, Jim Fisher and Michael Soper met to discuss community 
business and the lunch was $39.65, and as a Board, we reimbursed that lunch. That is the 
only time that has ever been done. Kevin remembers discussing this. If its community 
business and a Board member wants to be charitable and spend $39 on behalf of the 
community, that’s fine but he doesn’t know if we should have this as an expectation. 
Michael Soper noted that he offered to pay for his meal. 

 
6. Stormflow damage.  

 
Kevin: Runoff for storm flow last summer caused damage where road improvements 
channelized the flow, causing washouts in a couple of areas that we were aware of. We 
felt we should pay for the repairs since there was damage to private property caused by 
concentrated flow along IMWC roads. One area of damage was on Larry’s lot and the 
other was on Victor Ludlow’s lot. In response to a question about the cost, Larry thought 
it was about $640 for the damage to his property. He explained that it is a matter of law 
that one not design improvements on your property that will channel concentrated storm 
flow onto a neighbor’s property.  Ridge Rock added paving to the circle at the end of Big 
Matterhorn Circle in a way that created a shallow V-shaped declivity that channeled all 
the rain water coming down the street to the steepest part of the slope near the westerly 
end of his lot. It created a “Grand Canyon” and threatened to take out much of the slope 
and part of the road. This happened during days of intense thundershowers. He got the 
work done quickly to avoid further damage, did so efficiently and at a relatively small 
cost. He had installed a catchment basin and pipe, and restored the slope and damaged 
improvements. He paid for this out of his pocket and was reimbursed, as approved by the 
Board.  

 
John Barton asked if we asked if others in the community had erosion damage. Larry: no. 
What came out of this is a commitment to restructure the shoulders of the roads in the 
community to limit future such damage. Larry went on to describe the specific measures 
that would divert flow and aid in percolation, thereby diminishing the flow. We have a 
plan to start this work next summer. This has been budgeted for using the Reserve Fund 
monies. 

 
7. Miscellaneous questions and comments.  

 
Is the increase in the Annual Assessment and the Special Assessment included with the 
IMWC income? Larry: yes, for a total of $400 each for the year. Larry explained that the 
last five years is the longest period in the last 12 years without an increase in the annual 
assessment. On an annualized basis for those five years the increase was less than 3%. 
For the prior part of this period, the annualized increase was over 8%. In that comparison 
it seems modest he said. 

 
Questions were raised about the Valais excavation next to Interlaken Dr. and access to 
the road by Burgi Hill Ranches. Larry discussed the Freedom Agreement and the required 
cooperation between IMWC and BHR in getting the City to own the road, as well as 
IMWC liability in maintaining a road it doesn’t own. He mentioned the City’s wish to 
have the community put the dumpsters on IMWC land. 
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Susan Silberman asked for a list of the payees for all expenditures made over the last two 
years and the amounts paid. 
 
Beth Ann Schneider: She resents that money is being spent for litigation. She urged 
IMWC to look into liability insurance to protect us when one of our neighbors sues the 
community. She went on record that she does not want to get unsolicited emails from 
those to whom she has not provided her email address. She also wants “non-critical 
improvements” to be put on hold until the dust settles on IMWC financial matters. 
 
A question was raised about lathe survey stakes. Larry: Summit Engineering, at no 
additional cost, put markers up along the State Park boundary at our request. 
 
Marc Hunter asked if there was a conflict of interest that a member of the Board is paid 
by IMWC. Larry clarified that Marc was speaking of Mac McCasland. He did not see a 
conflict of interest in Mac’s serving as Water Master and being on the Board. In any 
matter that pertains to his paid position, he would, and has, abstained. 
 
Marc also asked if any of the Board-approved minutes distributed to some members of 
the community have been edited or altered since they were approved. Larry responded: 
no, not at all. 
 
Al Pershon commented that it is the law that the minutes of the previous meeting have to 
be approved at the subsequent meeting. Expenditures have to be approved by the Board 
and the approval entered into the minutes. 
 
Marc Hunter asked Larry to respond to allegations that he told people that they were not 
qualified to be on the Board or could not run for the Board. Larry denied this allegation 
and asked to speak with those who made it. 
 
He started to repeat a discussion of overspending the budget by $130,552. Kevin stated 
that is what the first one and a half hours of the meeting was for. Larry asked Marc what 
years he served on the Board, and Marc said he was on the Board for five years starting 
in 2007. Larry commented that the Board took steps during that period that initiated 
unbudgeted litigation. This cost the community $70,000 in legal fees and $100,000 to 
settle. And the Board asked the community to pay $700 more in 2009 as a combination of 
an increase in the Annual Assessment plus the Special Assessment. It was necessary. He 
understands that. Litigation happens. Marc: the lawsuit happened before he ever came on 
the Board. Larry referred to information provided by IMWC’s CPA and stressed this was 
not a criticism and didn’t mean it as one. He brought this up as an example litigation 
being a “contingency” sort of expense that came up for a reason and cost the community 
money. 
 
Susan Silberman stated that the Board told the community in November that we would 
have more money at the end of 2013 in reserves than we did in 2011. This is important 
because the Board didn’t know [the current financial status]. They knew they were 
spending all of our reserves, and then they didn’t know [that]. That’s why I said it is a 
problem with fiscal management. 
 
Greg Harrigan: while he doesn’t like special assessments, what the Board did here today 
was a big service to the community. They explained how we got here and what the plan is 
going forward. He objected to wasting money on the lawsuit and asked why we can’t sit 
down and figure this out. He encouraged those who have concerns over the direction of 
the community to run for the Board. These guys (the Board) are not “in it” to enrich 
themselves. He’s been in their position and it is not fun. If you have an issue over how 
the money is being spent, talk to them. Don’t go firing off these emails. Let’s come 
together and talk to each other. The people sitting on the Board are doing so for the 
betterment of the community, not the betterment of themselves. [Applause.] 
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Shareholder: she thanked the Board for their time spent and for enriching her and helping 
her to understand. She thanked Susan and Michael for bringing up something that wasn’t 
clear. There is no growth without pain. And we are a great little community that needs to 
grow into the future. You are doing a great job of anticipating. She said she is 72 years 
and her experience is that you cannot anticipate everything in life. She then Thanked the 
Board. [Applause.] 
 
Kevin concluded the meeting with the following. From his perspective, going back to 
where we started this meeting, we are not perfect. We are fallible. We’re trying to do a 
good job. Information is put in front of us. We make what we think are good decisions. 
Not everyone is going to agree. I believe in full disclosure and transparency. We’ve got 
nothing to hide. We spent that money and if someone thinks that money should not have 
been spent, let him know what it is and we’ll take further action. He thanked the 
attendees, and expressed the hope we can begin healing now, because he wants to build a 
house and have nice neighbors. [Laughter.] 
 
Meeting Adjourned at 12:30 p.m. 


