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Tasks

bivigiz--

4/2/2009

Laurie Frederiksen
I am my club’s treasurer.....

One of your friends at
bivio
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Non Monthly Treasurer Tasks

*Withdrawals
eFull Withdrawals
*“Buy Outs”
ePartial Withdrawals
*Expenses

*Allocation
eDeductible vs Non Deductible

*Reimbursements
*Advance Payments
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Why is being an Investment
Club Treasurer different than
being the treasurer of other
organizations you may have
belonged to?
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Example:
PTA Treasurer, Church Treasurer

Single Ownership
Vs
Multiple Ownership

One Account »One Set of transactions=»One Owner

Investment Club

One Account 2»One Set of transactions=»Multiple Owners
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In addition to entering
transactions,

you are tracking how much of each

transaction applies to each club
member
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Transactions are allocated to members
as they occur, based on their
ownership percentages at that time
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So,

at the beginning,

your club will probably think,

we’ll all put in the same amount of
money on the same date and share

all our expenses equally!

That’s easy to understand!

Except...
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Life Happens

People miss payments for legitimate
reasons

People will have times where they can’t
contribute as much as they used to
People will need some of the money
they’ve invested in your club

People may want to join your club

Under these circumstances, it becomes
more complicated for your treasurer to
enter transactions and keep everyone
“equal”
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Trying to do so is going to
lead your treasurer into
trouble
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But,
That is no reason you can’t

have a healthy, well
functioning investment club

Because,
Your treasurer can easily

account for everyone
having different ownership
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Partnership Accounting

Unit Based Accounting
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Pool of Assets

Total Club Asset Value Changes
Daily
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But,
We also need to track

club member ownership
of the Pool of Assets
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Units

are a Little Bit Like Buying Foreign
Currency
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We use Unit Based Accounting to allow for
the inevitable variation in club ownership

In an Investment Club, perfectly acceptable
reasons will result in member contributions

differing in amounts and timing

This is OK
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To account for ownership correctly, certain
club transactions need to be entered in
specific ways

Cash contributions from club members
need to be entered as Payments using the
Payment form

Asset removal by members needs to be
entered as a withdrawal using the
withdrawal form

You need to follow the path to keep your
job simple
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Non Monthly Treasurer Tasks

Withdrawals
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Non Monthly Treasurer Tasks-Withdrawals

Somebody Wants to Withdraw
Now What?
DO NOT JUST WRITE THEM A CHECK!!!!

Why Not???

Non Monthly Treasurer Tasks-Withdrawals

To account for your withdrawal correctly specific
things need to happen

* Ownership needs to be valued correctly
¢ (Number of units) x (value of units)
on your official club withdrawal valuation date

¢ Withdrawing members units need to be deleted from your
club records so their ownership is no longer affecting
other members ownership

* Correct tax reporting needs to be done. There are tax
consequences for them based on the difference between
what they paid for their units and what they will receive
from the withdrawal
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Non Monthly Treasurer Tasks-Withdrawals
You Cannot Process A Withdrawal Until

Step 1-You know what your club partnership
agreement says
Step 2-You know your club accounts are reconciled
Step 3-You have created a “ Pending Withdrawals”
account
Step 4-You know how you will pay off the
withdrawing member
— Stock
— Cash
— Both
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Non Monthly Treasurer Tasks-Withdrawals
First Stop-Partnership Agreement
BetterInvesting Sample Partnership Agreement
http://legacy.betterinvesting.org/articles /web/3462
Paragraphs with Pertinent Details
7-Partnership Valuation Date
18-Voluntary Withdrawal
(Full or Partial) of a Partner
Is Allowed

Time Frame for Processing Withdrawal

20-Payment Terms
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Non Monthly Treasurer Tasks-Withdrawals
Partnership Agreement-Paragraph 7

7. Value of the Partnership. The current value of the assets of the
partnership, less the current value of the liabilities of the partnership,
(hereinafter referred to as the "value of the partnership") shall be
determined as of a regularly scheduled date and time ("valuation
date") preceding the date of each periodic meeting determined by the
Club.

Suggestion:

Valuation Date for Withdrawals be 2 business Days Before Club
Meeting Date

Withdrawal valuation date can be different than member
Payment Valuation Date
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Non Monthly Treasurer Tasks-Withdrawals
Partnership Agreement-Paragraph 18

18. Voluntary Withdrawal (Partial or Full) of a Partner. Any partner may
withdraw a part or all of the value of his capital account in the partnership and the
partnership shall continue as a taxable entity.

The partner withdrawing a part or all of the value of his capital account shall give
notice of such intention in writing to the Secretary.

Written notice shall be deemed to be received as of the first meeting of the
partnership at which it is presented. If written notice is received between meetings
it will be treated as received at the first following meeting.

In making payment, the value of the partnership as set forth in the valuation
statement prepared for the first meeting following the meeting at which notice is
received from a partner requesting a partial or full withdrawal, will be used to
determine the value of the partner's account.

The partnership shall pay the partner who is withdrawing a portion or all of the

value of his capital account in the partnership in accordance with paragraph 20 of
this Agreement.
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Non Monthly Treasurer Tasks-Withdrawals
Partnership Agreement-Paragraph 18

Written Notice of Intent to
Withdraw

Club Meeting 1
Withdrawal Officially
Received

A

Withdrawal Valuation

2 Date
Days )
Club Meeting 1

2
Days
Payment

25

Non Monthly Treasurer Tasks

Partnership Agreement-Paragraph 20
Terms of Payment

Payment Method-Cash or Stock
Who Makes Choice
How to Determine the Amount Owed
Whether to Charge a Withdrawal “Fee”
Time Frame for Paying Withdrawing
Member
Full and Partial Withdrawals
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Non Monthly Treasurer Tasks

Partnership Agreement-Paragraph 20
Terms of Payment-Suggested Changes

Current Wording: Where cash is transferred, the partnership shall
transfer to the partner (or other appropriate entity) withdrawing a
portion or all of his interest in the partnership, an amount equal to
the lesser of (i) ninety-seven percent (97%) of the value of the capital
account being withdrawn, or (ii) the value of the capital account
being withdrawn, less the actual cost to the partnership of selling
securities to obtain cash to meet the withdrawal. The amount being
withdrawn shall be paid within 10 days after the valuation date used
in determining the withdrawal amount.

Suggested Wording: Where cash is transferred, the partnership

shall transfer to the partner (or other appropriate entity)

withdrawing a portion or all of his interest in the partnership, an

amount equal to the value of the capital account being withdrawn,

less the actual cost to the partnership of selling securities to obtain

cash to meet the withdrawal. The amount being withdrawn shall be

paid within 20 days after the valuation date used in determining the
bivi o\agsgpl_r:_awal amount. 27

Non Monthly Treasurer Tasks

Partnership Agreement-Paragraph 20
Terms of Payment-Suggested Changes

Current Wording: Where securities are transferred, the partnership
shall select securities to transfer equal to the value of the capital
account or a portion of the capital account being withdrawn (i.e.,
without a reduction for broker commissions). Securities shall be
transferred as of the date of the club's valuation statement prepared to
determine the value of that partner's capital account in the
partnership. The Club's broker shall be advised that ownership of the
securities has been transferred to the partner as of the valuation date
used for the withdrawal.

Suggested Wording: Where securities are transferred, the
partnership shall select securities to transfer equal to the value of the
capital account or a portion of the capital account being withdrawn
(i.e., without a reduction for broker commissions). Securities shall be
transferred within 20 days of the club’s withdrawal valuation date

28
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Non Monthly Treasurer Tasks-Withdrawals
Step 2-Reconcile Club Accounts

* Cash

* Number of Shares of Stock

* Member Payments

* Expenses

* Income Received

* Investment Transactions Entered Correctly

29
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Non Monthly Treasurer Tasks-Withdrawals

Reconciliation Process-Monthly
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30

biviow=- -




4/2/2009

Non Monthly Treasurer Tasks-Withdrawals
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Non Monthly Treasurer Tasks-Withdrawals Verify
. s Number
bivio . of
Shares
of Stock
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Non Monthly Treasurer Tasks-Withdrawals

Verify
Member Payments

bivio
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Non Monthly Treasurer Tasks-Withdrawals

Verify
Monthly
Transactions
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Non Monthly Treasurer Tasks-Withdrawals

Step 3-Create a “Pending Withdrawals”
Account

haf!."_‘.".'_ 315
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Non Monthly Treasurer Tasks-Withdrawals
Step 4-Payoff Options, Full Withdrawal

Choice 1-Appreciated Stock
= Tax Benefits-
— Withdrawing member’s basis is basis in club
— Capital gains can be deferred until stock is sold
— Remaining club members defer capital gain
— Club can repurchase immediately
* No wash sale
* Updated basis
Choice 2-Cash
= Use Available Cash
= Sell Securities Showing a Loss
= Members Make Additional Payments to Increase Cash Assets

www.bivio.com /trez_talk/mail-msg?t=2984700003&s=1
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Example
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Non Monthly Treasurer Tasks-Withdrawals
Hi Ho Club
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Non Monthly Treasurer Tasks-Withdrawals

* Sneezy decides to withdraw and notifies his club in writing

+ Club Meeting 1-withdrawal officially received

+ Club estimates amount owed, evaluates current assets, decides payoff method, identifies
stocks that can be sold and/or transferred

« If it looks like stock will be transferred, Sneezy is asked to setup a brokerage account
with the club broker

—/

« Official valuation date for meeting 2 and for determining Sneezy’s payout amount.
Treasurer processes withdrawal paperwork and initiates any stock transfers
required.

« Club Meeting 2
« Club reviews final dispersal details. Confirms any stock with a loss that needs to
be sold to raise cash.

+ Sells any losing stock needed to raise cash, writes check, delivers check and
withdrawal report to Sneezy

— )
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Non Monthly Treasurer Tasks-Withdrawals

Meeting 1, withdrawal request received, payoff method discussed
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Non Monthly Treasurer Tasks-Withdrawals
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Non Monthly Treasurer Tasks-Withdrawals

Member Status Report-Valuation 2 Days before
Meeting 2

.
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Non Monthly Treasurer Tasks-Withdrawals
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Non Monthly Treasurer Tasks-Withdrawals
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Non Monthly Treasurer Tasks-Withdrawals

When Sneezy cashes his check, record it as a transfer
from Broker to Pending Withdrawals

bivio =—————
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Non Monthly Treasurer Tasks-Withdrawals

administration  commenications

Hama Last Updated Cash Balance Actiens

bivigm=-- *

Non Monthly Treasurer Tasks-Withdrawals
“Buy Outs”

* 2 Steps
* Members contribute cash recorded as payments
« Withdrawing member is withdrawn as usual

¢ 1 Valuation Date
¢ Units removed = Units Received

¢ Use Pending Withdrawals account to avoid

change in club cash
« Actual cash can be given directly from the members
to the withdrawing member
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Non Monthly Treasurer Tasks-Withdrawals
Partial Withdrawal

¢ Payment Options

* Use available cash
« Sell Stock at a loss and pay with cash
« Transfer Appreciated Stock

¢ Member making partial withdrawal
decides. All options OK for remaining
members

www.bivio.com/trez_talk/mail-msg?t=2981700003
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Non Monthly Treasurer Tasks-Expenses

Expenses
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Non Monthly Treasurer Tasks-Expenses

* Only enter expenses in your club books that
apply to all members
— Why?
« That is what the software is designed for

« Expenses can be allocated to each member in one of two
ways
— Each person pays an equal percentage of their share of the club
— Each person pays an equal dollar amount

Software is not designed to enter expenses that only apply
to a single member

— Having to enter that type of transaction is very complicated for

your treasurer

Member expenses are passed through in a partnership.
There is no benefit to accounting for individual ones in
the club books. A member can pay them directly and still
enter them in the same place on their personal income tax
Just because you have a club treasurer and a financial
account doesn’t mean all expenses should go through it
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Non Monthly Treasurer Tasks-Expenses

bivio
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Non Monthly Treasurer Tasks-Expenses

A
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Non Monthly Treasurer Tasks-Expenses

*Non Deductible Club Expenses
« Convention and Seminar
Registration Costs
¢ Meals and Food
« Party Supplies
« Flowers or other gifts

*Deductible Club Expenses
*bivio subscription
*Fidelity bond or other club insurance
s*Educational materials and subscriptions
«Office supplies
*Meeting space rental

Questions? IRS Publication 550

57
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Non Monthly Treasurer Tasks-Expenses

¢ Reimburse members who pay club expenses
with units, not cash
* Why?
* No net change in club cash
— Expense transaction removes money from all
members

— Member reimbursement in units uses the money
above to “pay” member in units

— 0 net affect on club cash

— Simplifies quicker payment of expenses. No need to
wait for a check to clear. Club can’t have a credit
card. Member can put charge on personal credit
card.

58
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Non Monthly Treasurer Tasks-Expenses
*Reimbursement-Step 1
*Record Expense Paid out of Reimbursement
Account
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Non Monthly Treasurer Tasks-Expenses
*Reimbursement-Step 1
*Record Expense Paid out of Reimbursement
Account

bivio

admisistration  commusicatisns

Comgery | Mastng Space Restsl -

ate Equally Amang Members  [shals 1

by Ganamngy |
Foomak
ot [cance]

60

biviom=- -

10



4/2/2009

Non Monthly Treasurer Tasks-Expenses

bivio
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Non Monthly Treasurer Tasks-Expenses

*Reimbursement-Step 2
«Payment Recorded for Grumpy into
Reimbursement Account
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Non Monthly Treasurer Tasks-Expenses

bivio =e————

wnt | Reembursamant

Raeriourse Geumpy for Floom Fosetal chasge he padd

bivig=-- 63
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Non Monthly Treasurer Tasks-Advance Payments

*Recommended
¢ Give members immediate credit
for the deposit
e Why?
* Money available immediately
for investment
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Non Monthly Treasurer Tasks-Advance Payments

Otherwise,

* Create “Advanced Payments”
account

* Record deposit as a transfer
from advanced payments to
broker

» Keeps brokerage cash correct

* “Advanced Payments” account
has negative balance

¢ Each month, record member
monthly payment as being
deposited into “Advanced
Payments” account

66
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«Quebivio Covgle "
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. Tax Aliecation Methods @
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Non Monthly Treasurer Tasks

* support@bivio.com

* Club_cafe@bivio.com
« http://lists.betterinvesting.net/read/?forum=club-treasurers
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Inistration  commenications
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Menmbars  Raparts
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Non Monthly Treasurer Tasks
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Non Monthly Treasurer Tasks Non Monthly Treasurer Tasks

Questions?

Thank You!
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