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North Shoal Creek Neighborhood Association
2009 President Report
By Jeff Russell
At several meetings throughout the year, members have inquired about the history of the
traffic calming fund. While the original agreement was not found, the following facts
were gathered.

Analysis of Purpose and Value of NSCNA “CD”
Note: A thorough analysis of all past minutes was not conducted.

Executive Summary
North Shoal Creek Neighborhood Association accepted $25,000 from Town North
Autoplex to reduced test drive traffic through the neighborhood. This money was
accepted for traffic calming or other projects to benefit the neighborhood. This money
was received and placed in a reserve fund, “the traffic CD”. In 2009, the fund was moved
from a CD to a money market account. As a non-profit corporation, NSCNA is obliged
to spend the money on the dedicated purpose, i.e. traffic calming. The written agreement
also provides for a project that benefits the neighborhood. Based on inflation, the
original $25,000 is worth $32,850 as of November 2009.

Origin of “Traffic Calming CD”
At the January 1998 general meeting, a written proposal was presented from Town North
Autoplex in which the developers pledged $25,000 to the NSCNA to reduce test drive
traffic through the neighborhood. A motion was adopted to accept the offer with minor
changes. At this meeting, a committee was formed to incorporate NSCNA.

History of CD
(This analysis was primarily conducted in mid-2007, before all the past newsletters were
available online.)
As described in the Fall, 1997 newsletter for NSCNA, Town North Imports general
manager Randy Ross offered “to fun an unspecified number of speed humps and
Children At Play signs”.
As described in the Spring, 1998 newsletter, Town North Imports gave NSCNA
$25,000. An agreement was signed that the contribution be used for “neighborhood
traffic calming efforts or any other neighborhood project.” The intention was to use this
money and offered legal help “in obtaining speed humps”. Pam Pennic wrote the article
“NSCNA Signs Deal with Town North Imports”.

As reported in the Summer, 1998 newsletter, the minutes of the March 31, 1998 reported
the receipt of the $25,000 from Town North Imports and that “the money will be invested
until it can be used for traffic calming devices.”
As reported in the Fall 1999 newsletter, the minutes of the May 4, 1999 NSCNA meeting
stated there was “$25,000 plus interest, which is earmarked for traffic calming” in a
savings account. Also in the Fall 1999 newsletter, the article “How the NSCNA Works
for You” reported the accomplishment of: “Struck a deal with developers that netted the
association $25,000 for traffic calming devices”.
In the Winter 2002 newsletter, the “Notes from the Treasurer” stated the NSCNA has
“almost $27,500 cached in a CD for neighborhood traffic and safety projects.”
At the Jan 8, 2002 board meeting, a resolution was passed that the interest from the CD is
not part of the traffic calming monies. The interest can be used for anything that the
Board of Directors deems important. [Note that this policy decision seems contrary to the
laws that govern acceptance of dedicated funds, as described below. Also note that the
interest earned on the CD tracks the change in value due to inflation.]
In the Summer 2002 newsletter, the “NSCNA 1099 Tax Form” article stated “We have
also gotten local business to contribute $25,000 to help defray the cost to the city of
austin [sic] to improve traffic and safety in our neighborhood” under the section
“Community Representation”. In the section “Statement of Revenue and Expenses”,
point (4) states “In 1999 we received a gift of $25,000 to both incorporate and for traffic
abatement. This gift will pay the fees for this form and the rest will go to traffic
abatement in the neighborhood when the City of Austin restarts their traffic abatement
programs. This money sits in a CD until then.”

Present Value of CD
Based on the Spring 1998 newsletter, the money was received after January, 1998 and
before the Spring newsletter was published. The NSCNA was incorporated in February
1998, so it is estimated that the money was received in March, 1998.
Based on the inflation calculator at http://inflationdata.com, the inflation increase from
March 1998 to November 2009 is 31.4%. In July, 2007 the current inflation rate was
2.36%.
Thus, the approximate present value of the CD as of November 2009 is $25,000 x 1.314
= $32,850 (it was $32,105 as of July 2007).

Uses for the money
Occasionally, the issue will arise as to why NSCNA does not spend the traffic calming
CD. On more than one occasion, it has been suggested to use the money for operating
expenses. However, this use would not be proper. As a non-profit, NSCNA accepted the

money for a specific use (traffic calming or other neighborhood projects), and we are not
allowed to spend it on operating expenses. See the following excerpt from an article on
this matter.
Excerpt from What Can A Nonprofit Entity Do With Designated Charitable Donations?
by Thomas M. Sullivan, attorney with Berry-Moorman, July, 2009
(http://www.berrymoorman.com/publications/2009/nonprofits-and-designated-charitabledonations.php)
Gifts Designated for Specific Purposes
When a donor comes to your charitable organization and offers to give a donation for the
specific purpose of covering the costs of developmentally disabled individuals in
residential care, can the charity, whose purpose is to provide residential care for
developmentally disabled individuals, use a portion of those funds to cover overhead and
administrative expenses? The answer to that question depends upon what representations
were made by the charity or what was directed by the donor at the time of the gift. If, at
the time of the contribution, it was clearly understood that the donation was not to be
used for overhead or administrative expenses, then none of the donated funds may be
used for that purpose. Thus, it is important in making a solicitation for donations to make
clear that the charity reserves the right to use the funds for whatever purposes it sees fit,
consistent with its overall purpose.
If your charity has accepted funds for a specific purpose, you may be able to go back to
the donor and ask the donor to authorize the donation to be used for overhead and
administrative expenses. If the donor agrees, then the funds can be used for those
purposes as well.
If your charity has received restricted donations, it is wise to establish a restricted fund
account for those funds rather than to deposit them into the charity's general account. If
your charity has received restricted funds for more than one purpose, then it is wise to
subdivide the restricted fund account for each such purpose. Once the restricted fund
accounts have been established, the use of the funds from those accounts must be limited
to the specific purpose for which they were originally donated.

Conclusion
The money was accepted for traffic calming, and it was placed in a reserve fund (“the
CD”, which was converted to a money market account in 2009). The present value
closely tracks the inflated value. Should NSCNA decide to abandon the fund traffic
calming purposes, an appropriate use in the spirit of the original agreement must be
sought. To “properly” redirect, or even spend, this fund would be to hold a policy vote at
a general meeting, followed by a board vote to disburse the funds.

