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The CA Covenants
 Columbia is all land in Howard County subject to the CA annual charge, 

which is a payment under the contract generally called the “CA Covenants”. 

 The CA Covenants run with the land and are part of the chain of title for 
ownership of that land.

 When someone purchases land that is part of CA, they agree to the CA 
Covenants.  That contract requires the property owner to pay the annual 
charge.  

 Columbia  is a voluntary association of all land subject to the CA Covenants.  
No one is forced to buy that land, but if they choose to do so, paying the CA 
annual charge is mandatory.  
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Glossary of Key Terms
 “Accrual Accounting” is the accounting method that 

reports income when earned and expenses when 
incurred, as opposed to cash basis accounting, which 
reports income when received and expenses when paid.  

 Matches revenue and expenses to the period in which they 
were earned and incurred, respectively.

 Required by generally accepted accounting principles 
(GAAP).
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Glossary (cont’d)
“Increase in net assets” is the annual excess of 

revenues over expenses.

“Decrease in net assets” is the annual shortfall of 
revenues versus expenses.

“Deficit” is often used to describe the annual and year-
to-year accumulation of decreases in net assets.

“Surplus” is often used to describe the annual and year-
to-year accumulation of increases in net assets
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Glossary (cont’d)
“Net Assets” is the year-to-year accumulation of annual 

increases or decreases in net assets.  Accumulated 
decreases in net assets are shown in brackets, because 
they are negative.

“Debt” is money borrowed from a lending institution or 
bondholders that must be repaid and on which interest is 
chargeable.

“Debt” and “Deficit” are not interchangeable.

“Debt service” is the annual interest and principal 
payments paid to the lender.
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Glossary (cont’d)
“Operating Expenses” are costs incurred in providing 

CA’s services or programs that are recorded in the period 
in which they are incurred.

“Capital Projects” are the costs of fixed assets or 
improvements that will last more than one year or will 
provide future benefits.

“Depreciation” is the method of allocating the total 
cost of a capital project/fixed asset over its estimated 
useful life.
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The Annual Charge
CA is governed by its covenants and Maryland 

legislation in assessing property:

 First lien on property - superior to all mortgage debt.

 Assessment base of 50% of assessed valuation.

 State legislation imposed a three-year phase-in and 10% 
annual cap on increases to the valuation placed on land 
and permanent improvements in each year by Howard 
County or the State of Maryland for real estate tax 
purposes, retroactive to 2003.
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The Annual Charge (cont’d)
 Whenever the State or County reduces a property’s 

value due to protest, appeal or credit, CA is also 
required to comply with the assessed valuation 
adjustment.

 Maximum rate is $0.75 (in place from 1967 to 1992.)

 CA voluntarily reduced the rate in 1992 to $0.73/$100 
and again in 2004 to $0.68/$100.
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The Annual Charge (cont’d)
 CA also chose to reduce the annual cap from the 

legislative requirement of 10% to 5% in 2006, 4% 
in 2007, 3% in 2008, and 2.5% in 2009, where it 
currently remains.

 CA is voluntarily foregoing about $7 million of 
annual charge revenue each year (based on the 
FY13 assessable base), due to the combination of 
the 2.5% cap and $0.07 rate reduction.

10



Five Years of Assessed Valuation –
FY’s 2010-2014

Annual Charge Assessed Values

FY 2014 FY 2013 FY 2012 FY 2011 FY 2010
July-13 July-12 July-11 July-10 July-09

Commercial 3,312,403,000    3,266,094,000    3,175,101,000    3,196,727,000     3,150,989,255    

Residential 6,764,763,000    6,639,033,000    6,591,103,000    6,370,273,000     6,279,130,280    

Total 10,077,166,000  9,905,127,000    9,766,204,000    9,567,000,000     9,430,119,535    

Percentage 
Increase 1.7% 1.4% 2.1% 1.5% 8.4%

Cap 2.50% 2.50% 2.50% 2.50% 2.50%
Rate $0.68 $0.68 $0.68 $0.68 $0.68

Note:   These values include the effects of the three-year phase-in and the caps as noted.
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CA’s Debt – At Year-end…
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($ in 000's) 2011 2012 2013 2014 2015 2016
unaudited projected projected

Current Bonds 21,415     16,005    11,373    2,702          

Term Loan and Leases 3,259       1,661       484          348             210            70             

Line of Credit 14,755     16,838    21,434    33,000       11,075      13,800     

New Long-Term Borrowing 28,502 26,944

Total Debt 39,429     34,504    33,291    36,050       39,787      40,814     



Credit Line – Usage Trend
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Impact of Debt on CA’s Bottom Line
Using the projected terms for the new financing:

 For each $1,000,000 of long-term debt issued, CA will 
pay about $47,000 in interest expense.

 The budgeted interest expense on the new FY 15 debt 
issuance of $30,000,000 is $1,278,000.

 $30,000,000 term loan closed on June 26 (funded on 
June 27) at a rate of 3.63% for 15 years. 
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Debt, Capital Budgets and the CPI
From 2000 through 2013, total debt decreased by an average of 

6.4 percent per year, while:

 The capital budget increased by an average of 3.7 percent 
per year

 The Consumer Price Index (CPI) averaged 2.4 percent per 
year.

 CA was able to maintain its overall capital spending, 
actually increasing it slightly over inflation, while 
reducing its total debt burden.
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Debt, Capital Budgets and the CPI (cont’d)
 With a shift…
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Trends in Revenues and Expenses
Over the past 14 years:
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Average Change
Annual Charge Revenue 4.2%
All Other Revenue 2.1%
Total Revenue 3.1%

Operating Expenses 5.1%
Interest Expense -11.5%
Total Expenses 3.4%

Increase in Net Assets 2.7%



Trends in Revenues and Expenses –
a Visual
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Trends in Revenue and Expenses (cont’d)
 Very similar outlook for the future.

 ESSENTIAL to control costs - expense reductions 
that don’t compromise service go right to the bottom 
line.

 Continue emphasis on new revenue sources.

 Preservation of assessable base.
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Downtown Re-Development and CA
The planned redevelopment of downtown Columbia:  

 5,500 new residential units; 

 4.3 million square feet of office space; 

 1.25 million square feet of new retail space;

 cultural buildings, plaza walkways; and,

 other amenities.
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Downtown Re-Development and CA (cont’d)

The impact on CA?
 Increases in assessed valuation for existing properties are 

subject to the phase-in and 2.5% cap.

 Commercial properties are valued by the State Department 
of Assessments based on rent rolls.

 Every $1,000,000 of increased valuation is $3,400 in 
additional annual charge revenue.

 When and how much?
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Downtown Re-Development (cont’d)
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2015 2016 2017
Whole Foods $5,700 $11,400 $11,400
Mall expansion $5,700 $11,400 $11,400
Metropolitan $25,500 $51,000 $51,000
Little Patuxent Square $31,000
    Total $36,900 $73,800 $104,800

Estimated Annual Charge Revenue



Capital Assets
 $165,000,000 of buildings, equipment, land improvements, etc.  require 

ongoing maintenance; sometimes complete reconstruction.

 CA’s capital budget averaged $9,000,000 over the past 14 years  – about 5.5 
percent of that value.

 Forecasts indicate the need for greater levels of capital reinvestment in the 
next 6 years – approximately $70,000,000.

 Some of CA’s facilities and infrastructure are nearly 50 years old.
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Capital Project Considerations
 Challenge to balance new construction and projects with 

necessary maintenance and regulatory requirements.

 Consider impact on the organization’s operations, cash flow 
before committing to a project and its timing – an ROI or 
equivalent.

 Community pressure and priorities impacts decision-making 
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Capital Project Considerations 
(cont’d)

“Everyone gets to speak, but 
not everyone gets to decide.”  

Don Edwards
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Challenges – Capital Projects
So, what does all of this mean?
 It’s a trade-off – competing demands for limited 

funds.

 Consider the impact of capital projects on 
operating results – ROI or similar benchmark.

 Have to make and stick to hard decisions.

 Beware the perceived promises!
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Easy Access to CA’s Financial 
Statements and Budget

CA’s financial statements , quarterly Board reports, and 
budgets are posted on CA’s website at:

http://www.columbiaassociation.org/transparency/ca-budget
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Annual Financial Statements
Annual Audited Financial Statements:

 CA has been audited every year since its inception by 
outside independent audit firms.

 CohnReznick is the current independent audit firm.

 Audit report includes annual financial statements, self-
insurance trust statements and some supplemental 
information.

 401(k) annual financial statements also audited by 
CohnReznick.
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Budgets – Capital and Operating
The capital budget projects long-term assets 

physically used by CA to provide community 
services, such as buildings, recreational facilities, 
land improvements, furniture and equipment.  

The operating budget projects the revenues and 
expenses for each budget center, summing to 
divisional , service bureau and CA-wide totals.
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Economic Model –
Ten-Year Strategic Financial Plan
 Long-range financial planning tool.
 Used effectively since 1967; very successful in keeping CA on track 

through its various financial eras.
 Ten-year financial model projecting revenues, expenses, cash flows, 

assets and liabilities.
 Includes 10-year capital improvement plan including new construction 

of and reinvestment in existing facilities.
 Begins with most current budget, and projects revenue and operating 

expenses using economic indices and historical trends.
 Focuses Board and senior management on critical financial matters.
 Denotes strong financial discipline not common in non-profits.
 Borrowings are projected based on anticipated cash flow needs.
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CA’s Risk Management Program
The mission of CA’s risk management program is to keep the community, 

residents, members, guests and CA staff safe to enhance the quality of 
life in Columbia.

CA’s program includes these essential elements:
 Identifying potential risks through periodic inspections.
 Hiring industry experts to administer claims, limit losses and 

provide risk analysis.
 Training - not only for employees, but also for members using 

fitness equipment, etc.
 Effective signage, access controls (fences, locks, etc.), and proper 

supervision.
 Purchased coverage and/or self-insurance.
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CA’s Exposures
A partial list of CA’s exposures and how they are funded:

 Directors and officers liability
 Employee dishonesty exposure
 Property and casualty exposure
 Fiduciary responsibility (for CA’s 401(k) plan)
 General liability (self-insured)
 Auto liability
 Workers’ compensation exposure (self-insured)
 Excess liability
 Boiler and machinery exposure
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CA’s Process for Addressing Risk 
Exposure
CA analyzes and evaluates each exposure and 

chooses one or more of these alternatives:
 Risk Avoidance
 Risk Transfer
 Risk Retention
 Loss Prevention
 Loss Reduction
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CA’s Risk Management Program (cont’d)
An integral part of CA’s program are the committees that 

oversee various aspects of risk management:

 Risk Management Committee – Board of Directors committee with 
three Board members, two staff members and one resident to 
oversee the self-insurance program and determine insurance 
coverage needs.

 Ad Hoc Staff Safety Committee – CA team members work together 
as needed with consultation from risk management experts to 
review, evaluate and recommend safety and risk reduction policies 
and procedures.
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CA’s Exposure Decision Matrix

Self-insure Avoid risk

Retain risk Transfer risk
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Directors & Officers Liability 
Coverage
 Coverage of $6 million aggregate with various 

deductibles.
 $25,000 deductible for judgments, settlements and 

defense costs (for other than employment practices 
and non-employment discrimination claims).

 Also covers claims related to employment practices.
 Covers directors, officers, employees and volunteers.
 Insurer must be notified for the claim to be covered.
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Issues and Opportunities for CA
Opportunities and issues with financial impact for CA now and into the 

future:
 Competing demands for limited funds and the ability to make, and 

stick, to hard decisions

 National and regional economic conditions

 Downtown redevelopment 

 Changing demographics and competition for resources and customers

 Rapid changes in technology

 Sustainability – practices and investment in facilities
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Duties of Directors

• DUTY OF CARE

• DUTY OF LOYALTY



DUTY OF CARE – Be informed and make 
independent decisions based on that information.

• Regular attendance at board meetings

• Be informed

• Read reports and information

• Review financial statements and other data

• Exercise independent judgment in corporate 
decisions



In exercising the Duty of Care, 
a director may:

• Rely on reports and information 
prepared and provided by sources 
who are reliable and competent

• Delegate the day-
to-day operation 
of the business



The Business        
Judgment Rule

This rule essentially says that a director will 
have no liability if the director, in authorizing or 
permitting a corporate action, acted in good 
faith, in a manner reasonably believed to be in 
the best interests of the corporation and with the 
care that an ordinarily prudent person in the 
same position would exercise.



DUTY OF LOYALTY

Act in the interest of the 
organization, not in director’s 
personal interest or that of a 
constituency

• Conflict of Interest

• Confidentiality

• Corporate Opportunity



CONFLICT OF INTEREST

Material personal interest in a 
proposed contract or transaction 

to which corporation may be a 
party



Personal interest may arise 
from:

• Personal involvement with 
transaction

• Employment or investment 
relationship with the other organization 

• Family relationship



Conflict may involve:

• Monetary benefit

• Other tangible benefit

• Access to Information



Duty of Loyalty and 
Conflict of Interest

• Awareness

• Disclosure

• Absence from board 
discussion / Abstention from 
vote



CONFIDENTIALITY

• Individual director not spokesperson 
for the corporation

• Director should not disclose 
confidential information



CORPORATE 
OPPORTUNITY

Before a director participates in a 
transaction which falls within the 

corporation’s activities and may be of 
interest to the corporation, a director 

should first present that opportunity to 
the board.



CA’S ETHICS POLICIES

• Code of Business Conduct and Ethics

• Code of Ethics and Conflicts of Interest 
Policy for Directors, Officers and Senior 
Team Leaders

• Policy for Reporting Violations of the 
Code of Business Conduct and Ethics

• Financial Disclosure Form










































