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William Lyon Phelps Foundation

February 6, 2000
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RE: Procedure in Project Planning and Implementation - Capital investment in the Inn

Dear Lynda,

On Friday January 14, 2000, we held a meeting at the office of Charles A. Parcells & Co. which included you and me, Jeff Parcells, Mike Arms and Charles Parcells III, Trustees of the William Lyon Phelps Foundation and Kathryn H. Parcells as Treasurer.  This meeting was to discuss accounting methods as recommended by  the Foundation auditor  Godfrey, Hammel & Danneels.

We  addressed the year 2000 budget (copy attached) showing a deficit of $44,000.00.  I asked that you, Norbert Madison and Kathryn be a committee of three to recommend ways to reduce that deficit.  I take this opportunity to urge you once again to meet as a committee on this urgent matter as soon as possible.

On January 15 and 16, 2000, you traveled to Huron City to meet with Mr. Scheffner, along with Gretchen Madison, President of Huron City Co.

On January 19, 2000, Paul Kanaski submitted a timesheet to our office, which stated “Start Inn Project.”
In a letter from you to the trustees of the Foundation dated January 26, 2000, you proposed a project to make capital improvements to the Inn and asked for ideas and suggestions for new displays to replace the displays in the double parlor and dining room of that building.  You stated that you would be “keeping an eye on the financial drain” as the project progressed.

On January 31, 2000, I received an email from you addressed to myself and the other Trustees which summarized estimated  cost of materials only and duration of the proposed project at the Inn,  the dismantling of the exhibits, the replacement of the flooring of the entire first floor of the building (2000 square feet) with  modern pine flooring material, stripping of wallpaper, repair to walls and ceilings, and the painting of the walls, ceilings and floors.  The project is to cost an estimated $14,900 and  necessitating the closure of the Inn to the public for at least one season.

On February 2, 2000, I traveled to Huron City and met with Mr. Scheffner to inspect the Inn.  Elizabeth Parcells and by A. J. Selaty of Grindstone City, a master carpenter and building contractor accompanied me.  We found that the exhibits in the dining room and parlors had been packed up and removed to the upper floor of the Inn as well as to other storage locations in the village, that the flooring in the hallway and parts of the dining room had been demolished and removed.  We found that none of the exhibit items had been cataloged or inventoried, except via videotape, and that their new locations were not clear, even to Mr. Scheffner.  Elizabeth took photographs of the Inn floors and the upstairs rooms contents.  A. J. Selaty inspected the project and offered his professional opinion, which I will discuss in a subsequent report.

At this point I must point out to you, Lynda, as president and operating officer of the William Lyon Phelps Foundation, that your procedure in the implementation of this project is incorrect.  In the face of a major deficit in our operating budget, which you have not yet addressed, you approved and implemented an off-budget capital expense project that will diminish the endowment fund, further increasing our operating deficit.  

Therefore, as Chairman of the finance committee responsible for the endowment funds of the Huron City Museums, I am halting this project, based on the fact that there are no funds allocated to pay for it.  

All trustees must have an opportunity to study and give due consideration to the capital expenditure it entails, as well as the policy of removal of exhibits from the Museums.  We must have had an orderly meeting to discuss and vote on these issues.

The work on this project was begun before any cost estimate was considered or approved by the trustees, and lacking any plan to finance this off-budget, capital expense.  Such capital expenses must be planned, financed and approved before work is begun.  All of our past policy and practice requires this.

For example:

· In 1987, when restroom facilities were urgently needed, I solicited and received a gift of $40,000 from a generous and anonymous donor to pay for the project to construct the facilities.  Work did not begin until the financing was in place.

· In 1993 it was determined that the Seven Gables chimneys required reconstruction and the addition of stainless steel liners to prevent further water damage to the interiors, especially to the dining room, small parlor and upstairs bedrooms.  My personal gift of $5,000 was made before work on this construction began.

· The fund raising event Red Letter Day was mounted in the years 1993 until 1998 specifically to raise money for interior restoration of Seven Gables.  Each stage of restoration was financed through special gifts in advance of any work performed.  These gifts came from many wonderful friends of Huron City.  It was my late wife Fran’s dedication, work and imagination that established this event and carried out the restoration.   After Fran’s death in 1995, it was Elizabeth who convinced me to continue presenting Red Letter Day and who was willing to donate her own talent, service and hard work to mount the events of 1996, 1997 and 1998, with Kathryn as co-chair.  Red Letter Day raised over $60,000 that were added to the Seven Gables Fund that Mimi and Russ established to care for the big house.  

· Five years ago, a new roof was needed for the Life Saving Station.  Again, no work was begun until a wonderful grant was made of $5,000.00 by Ann and Bob Boomer of Pointe aux Barques.  This was the result of our talks with them before Red Letter Day started in 1993.  They supported a vision for Huron City Museums and helped raise many thousands of dollars from other Pointe aux Barques residents for the six Red Letter Days events, above and beyond their own personal donations.

· In 1996, a study of Seven Gables by a heating and cooling expert, Norbert’s brother, determined that the house required dehumidification during the fall and spring to prevent deterioration of the interiors as well as the floor joists, which were suffering from the humidity in the basement.  Trustee Charles Parcells, III was pleased to make the $5,000 gift for the purchase and installation of a commercial grade dehumidifier system in the basement of the house.

· Last year, when it was determined that new entrance stairways were needed on the Huron City Church to improve safety and to restore the appearance to its original design, I provided a gift of $7,000 before work commenced.

These are but a few examples of how grants and donations have been and must be raised before work commences on special off-budget, capital improvement projects.  Note also that none of the above mentioned special projects ever “drained” the endowment fund of the museums.  In fact, these projects relieved pressure on the operating budget by supplementing those funds.

You, Lynda, and all the trustees must acquaint yourselves with the proper and prudent procedure in financing the operation of, as well as the improvements to, the Huron City Museums.  There are more than enough precedents for proper procedure to which you can refer.  The deficit of $44,000 in this year’s budget and the lack of any fundraising plans make it unwise and improper to begin any such projects as that in the Inn building.

It is especially important to adhere to proper procedure in the administration and management of a foundation, which is funded by donor gifts.  The trustees must honor donor intent in every way possible.  Mimi and Russ Lucas collected and installed the Inn exhibits and their gifts endowed the museums.  It is incumbent upon the trustees to honor their intentions.

Foundation books and records are open to the scrutiny of the public and of tax officials.  Trustees of a foundation must act with professional standards and with fiduciary responsibility.

We, as trustees, cannot justify a major off-budget capital expense in a year with a serious budget over-run.  The floor materials would cost between $4,000 and $5,000.  The labor is estimated at 250 hours of Paul and Henry’s time at $20 per hour, costing  $5,000.  Additional labor and materials for the walls and ceilings, as well as time spent removing and packing the exhibit items brings the total to nearly $15,000 of expenses over and above the budget.  Lacking grants or donations to cover this expense, the money would have to come from the endowment fund, reducing its value.

The dismantling of the double parlor and dining room displays in the Inn raises the next serious question.  In your letter of January 26, 2000, you indicate that new displays (yet to be determined) are to replace those in those rooms.  Again, there is no plan in place for these new exhibits, their nature or how they will be financed.  There is no orderly procedure evident in the packing and removal of those exhibits, nor has any meeting been convened to vote on this important point of policy concerning mission and donor intent.

The Inn, like all the original buildings in the village, is displayed in keeping with its original use.  Our museum web page and brochures describe this building as a display depicting life in the 1880’s with its original Victorian furnishings and artifacts.  This is the way that Mimi and Russ, who were solely responsible for the funds which established and endowed the museums, wished to have it displayed, namely as the village boarding house.  We, the trustees of their museum, are legally bound to honor that donor intent.

My son Charles and I have each established endowment funds to benefit the museums.  You and the other trustees have not yet become donors to the museum endowment.  I sincerely hope that you all will consider your dedication and commitment to the mission and perpetuation of the Huron City Museums that are entrusted to you and learn to honor the intent of those who were and are the founders and donors.

Sincerely,

Charles A. Parcells, Jr.

Chairman of the Board of Trustees of the

William Lyon Phelps Foundation 




William Lyon Phelps Foundation


WWW.WLPF.ORG





17 Kercheval Avenue, Grosse Pointe Farms, MI 48236-3601


Telephone (313) 640-0123  FAX (313) 640-0011





Charles A. Parcells, Jr.


Chairman


Lynda D. Bogel


President








Huron City Museums


www.tour-michigan.com/~hcmus





7930 Huron City Road, Port Austin, MI 48467


Telephone (517) 428-4123  FAX (517) 428-4473





Charles A. Scheffner


Director of Museums





&








From: Charles A. Parcells, Jr. – Chairman of the Board of the William Lyon Phelps Foundation





To: Lynda Bogel – President 





CC: Trustees Myron Arms, Norbert T. Madison, Jeff Parcells, Steve Parcells, Charles Parcells III, Diane Stewart
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