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Frequently Asked Questions (and Answers) Part 3 

Q: A decision of such magnitude and with such far-reaching consequences on 

the future of our shul deserves more than a 23-day notice and one information 

session. There needs to be serious scrutiny, discussion, and analysis — what is 

referred to as due diligence — before such a step is taken. And this simply takes 

time. 

A: Point taken.  

Although the board had been studying this issue for months (as previous boards 

have for many years), we understand that the potential sale may have seemed 

sudden to many members of our community who might have been hearing 

about it for the first time, and  

That’s why we’ve slowed down the process as follows: 

1. The vote about the motion has been postponed. The original time of the 

vote, Sunday, April 3 at 4:00 p.m., will now be used as an additional 

information session. 

2. We are sending the following detailed questions and answers. We hope 

these will, in combination with the first two sets of questions and answers, 

cover the concerns we have heard. If the need arises, further questions 

and answers will be forthcoming. 

3. The new time for the congregational meeting and vote is Sunday, April 24 

at 10:30 a.m. We are hoping that this additional time will give people the 

information they need to vote on the sale.  

If, after reading this, you have further questions, please contact treasurer Sol 

Ortasse, treasurer@mishkon.org.  

FUTURE OF THE SHUL 

Q: From the presentation, it sounds like Mishkon is in dire need of funds. If 

Mishkon does not sell the building now, can the shul survive?  

 

A: Mishkon has a short-term cash flow issue. It also has a longer-term issue of 

sustainability. Though some generous members have stepped up and said they 

may be willing to lend Mishkon money in the short term, the current situation 

requires increased income, not only cash. The income must come from a 

reliable source.  

 

Additionally, funds generated by a sale will help us maintain, repair, and update 

the main building. And based on previous experience, having funds to repair 

and update the building can inspire potential donors who might otherwise not 

want to throw good money after bad. 

 

mailto:treasurer@mishkon.org
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Q: It is my understanding that a substantial portion of the funds derived from the 

sale of the Powerhouse will go to cover a very significant deficit in the current 

operating budget, and another portion will be earmarked for capital 

improvements and repairs to our structure. I have no doubt that both these 

needs are real and urgent. However, selling valuable assets to cover such 

expenses is a sure sign of a more fundamental problem in the financial structure 

and direction of any institution. Until that problem is identified and addressed, I 

fear we will find ourselves in the same situation next year and in the same need 

of urgent funds. 

A: Until the pandemic, Mishkon’s finances were overall quite sound (at least 

within the context of nonprofits). Costs were generally well-managed relative to 

revenue.  

The current issues stem from the fact that Mishkon, like synagogues and other 

membership organizations nationwide, suffered a 20% drop in membership this 

year alone, and this affected dues, which account for 37% of Mishkon’s budget 

(23% including the preschool and religious school). It has also affected 

donations. Thankfully, like many businesses suffering from the pandemic, we 

applied for – and received - two Payroll Protection Plan (PPP) loans, one in 2020 

and one in 2021, that were forgiven and helped us cover shortfalls.  

In addition, Mishkon’s situation is exacerbated in the current fiscal year because 

a significant percentage of members have paid less than the dues and fees 

specified in the dues schedule and/or the building fund and security 

assessment.  

Although we budget every year for a certain number of members to ask for and 

receive financial consideration because of hard times (loss of work, health 

issues, etc.) or fixed incomes, this fiscal year has seen a higher number of 

members who simply did not pay their full amount. Like all community-based 

organizations, we depend on a culture of giving. If all members paid dues this 

year according to the schedule, Mishkon would have had $107,000 more for the 

year.  

For the next fiscal year, the board is working with the Finance and Membership 

committees to consider ways to increase membership and to ensure an 

equitable dues structure for all. 

 

PLAN BASICS 

Q: Can you please share graphics about the basics? 

A: This graph shows the annual rental income from the Powerhouse over a 

seven-year period. Average rent for this period was about $74,000 per year. This 

income equates to about 12% of Mishkon’s yearly total budgeted income. As 
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noted in previous FAQs, the spike in 2017 was the result of special circumstances, 

and in 2022, rent fell significantly, when the tenant abandoned the property. 

 

 

TIMELINE 

Q: Why sell the property now? Why don't we wait a few months? 

 

A: From treasurer Sol Ortasse: There are a number of reasons: 

1. Interest rates The Federal Reserve has clearly indicated that it will increase 

interest rates in the coming months. “Increased interest rates will cause a 

similar movement in capitalization (“cap”) rates which, all else being 

equal, will cause asset values to decline.” (Source: Principal Real Estate 

Investors) In other words, the longer we wait, the higher the probability 

that the selling price of the property will decrease 

2. There is a current shortage of similar properties.  All the brokers with whom 

we’ve spoken say that this is a unique property for the right restaurant 

given its features. However, it does come with limitations to a prospective 

restaurant tenant or buyer. A conditional use permit (CUP) allows the sale 

of alcohol, with a separate license, until 11 p.m. That limits the hours that a 

restaurant can generate income to justify a higher rent. 

3. Opportunity cost. The property is vacant and therefore not generating 

income. As long as there is no rental income, our ROI (return on 
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investment) is $0 – actually negative, after factoring in the expense of 

building insurance and security, about $ 1,400/mo, plus the additional 

cost of maintenance. 

4. Stable income. The sooner we sell the property, the sooner we can 

convert this under-performing asset into an asset (investment fund) that 

would generate more stable income to contribute to the day-to-day 

operations of Mishkon. 

Q: Trading a rapidly appreciating, fully owned, prime Santa Monica property 

with great rental income potential for an “investment fund” (stock? bond? gold?) 

at a time of looming inflation (good for real estate, bad for securities) and 

subject to financial markets going through a period of great turbulence and 

insecurity simply makes no financial sense. It is trading security for risk. 

A: The Powerhouse property does not have great rental income potential.  It 

hasn’t since we began renting it out, at least for the past 15 years.  The various 

boards of directors during all those years were capable and involved yet did not 

make the property pay consistently.  

 

Q. How are the real estate professionals for this sale being chosen? 

A: A team of Mishkon community members active in real estate is working 

together to decide which broker will handle the sale. This has begun in order to 

be ready to move ahead should the congregation vote to move forward with 

the sale.  If you would like to be part of this team, please contact Sol, 

treasurer@mishkon.org.   

Q: Say we vote to go through with the sale, but offers come up short of our goals. 

What happens in that case?   

A: Even if we get congregational approval and list the property, that doesn't 

mean we have to sell it unless we get the price we want. Meanwhile, some 

members have begun taking action to help locate a reliable tenant ready to 

move in. Options remain open, but the decisions made must put the fiscal 

health and sustainability of Mishkon first.  

 

Q: I understand that committees like Building and Grounds are working on the 

plan for how to use funds once they come in. Wouldn’t it be better to wait for 

them to go through that process before beginning the sale process?  

A:  

A: Following standard principles of facilities management, the Building and 

Grounds Committee has already prioritized the major needs, acquired rough 

cost data, and made calculations in order to estimate funding requirements. 

The committee would refine those numbers by the time a sale would be 
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concluded and the proceeds allocated, likely at least 90 days from the time we 

sign a listing agreement.  

 

 

INVESTMENT PLAN 

Q: I have decades of experience investing in real estate and securities. I believe 

the rosy forecasts attributed to unidentified real estate and financial 

“professionals” are overly optimistic at best and ultimately misleading. 

Moreover, the writer of the FAQs seems to have confused and conflated several 

key financial terms and figures.  

A: From treasurer Sol Ortasse:  

I hope the following will help clarify the plan for the investment fund. Let’s tackle 

the second part of the question first and define some terms:  

 

An endowment is a fund operated by a nonprofit. There are two main 

components to the endowment: the corpus (original, core amount) and the 

proceeds (revenue generated through investment). Typically, the organization 

leaves the corpus in an investment account and removes the proceeds 

periodically for anything from operating expenses to special projects. 

 

In the case of the Powerhouse sale, it is projected that the corpus will be at least 

$2 million. The final sale price will determine the funds allocated to other 

purposes, principally a contingency (a.k.a. rainy day) fund, maintenance, and 

covering the current deficit.  

 

The question is correct that earning 5% on interest alone would be impossible 

under current market conditions. Rather, the proceeds will come from a 

combination of interest, dividends, and the rising value of stocks, bonds, or other 

financial instruments. On average for a fund of this size, 5% annually is 

considered conservative. For example, Vanguard’s Moderate Growth fund had 

annual returns of 10.83% (1 year), 12.14% (2 yrs), 15.85% (15 yrs). 

 

In addition, to take advantage of compounding effects, the fund will reinvest 

some of the income generated from interest, dividends, or sales of stocks, 

bonds, etc., which we can expect will happen throughout the year. In short, 

whatever we don’t take out will always be reinvested.  

 

Starting the with fiscal year 2023-2024, the amount withdrawn will be a 

percentage of the investment income, not a fixed dollar amount. This is 

designed both to preserve the corpus and to allow the corpus to grow and 

keep up with inflation.  

 

Here is additional clarification: 
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• The plan is to protect the $2 million in a restricted-use fund managed by 

an independent investment advisor or advisory firm. The investment 

advisor will answer to the synagogue Finance Committee, which will be 

independent of the board.  

• Starting in fiscal year 2023-2024, the synagogue will withdraw investment 

proceeds worth up to 5% of the value of the corpus, to be used for 

operating expenses. 

• This means that, if the fund generates a 7% return for the year, the first 5% 

will be used for operations, and the remaining 2% will remain in the fund to 

further grow the corpus. In this way, as the corpus grows, that 5% 

withdrawal will be worth more every year.  

• Safeguards will also be put into place so that the amount of the corpus 

will never drop below $2,000,000. In other words, if withdrawing funds will 

reduce the fund’s value below $2,000,000, no money would be distributed 

that year.  

• All of that said, I suggest that the use of the funds not be so restricted as to 

bind future congregations from the authority to alter use of the funds. For 

context, certain funds donated to Mishkon in the past came with so many 

restrictions that now they remain effectively off-limits even though 

circumstances have changed. An additional safeguard to protect these 

funds is that any change in their use would be subject to a 

congregational vote, not dictated by the board or Finance Committee. 

• Here is an illustration of the plan, as tabulated below. 
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Q: Where do these numbers come from?  

A: Please see the spreadsheets below.  

Spreadsheet 1: Projected Net Income from sale, based on three scenarios for 

selling price: $3 million, $2.7 million, and $2.5 million. The actual allocation of the 

endowment, cash-flow, rainy-day, and repair funds will be decided by the 

Finance Committee.  
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Spreadsheet 2: Ten-year projected investment revenue from a $2,000,000 

endowment, less the annual deduction for fees and operating expenses. One 

scenario projects a 5% fund growth rate, and another a 7% growth rate. Both 

assume 4% withdrawn for operating expenses. 

 

Assumptions for spreadsheet 2:  

 

• Administration fees for charitable funds of $2,000,000. Vanguard 

charges .4% and Schwab .2%. I split the difference and used .3%.  

• Taking the fees into account, the annual percentage withdrawal I used 

was 4% for this scenario. I think we can set a percentage range that could 

potentially allow us to draw out a higher percentage, depending on 

performance, needs, etc., to be determined by the Finance Committee. 

• These estimates are quite conservative. For comparison, as mentioned 

above, Vanguard’s Moderate Growth fund had annual returns of 10.83% 

(1 year), 12.14% (2 yrs), 15.85% (15 yrs).  

Q: How will the rainy-day reserve fund (a.k.a. contingency fund) work?  

A: At the conclusion of the sale: 

• A portion of the sale proceeds will go to pay off Mishkon’s current cash-

flow shortfall. As of March 31, 2022, this amount is approximately $67,000. 
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• About $100,000 will be put into an interest-bearing reserve/rainy-

day/cash-flow fund. This fund functions like a line of credit. As explained in 

earlier FAQs, this is designed to ease periodic cash flow issues resulting 

from the cyclical nature of our income (as explained before, Mishkon 

shares this problem with other nonprofits with cyclical revenue streams).  

• To date, Mishkon has relied on lines of credit from generous donors. This 

change would enable the synagogue to have its own, endowed line of 

credit.  

Q: How can I have confidence that the rainy-day fund will be protected and not 

used for other purposes?   

A: Similar to above, safeguards will be written into the terms and conditions. If 

you would like to serve on the Finance Committee to draft those guidelines, 

please notify Sol at treasurer@mishkon.org.  

Q: What are next steps?  

A: From treasurer Sol Ortasse: My vision that a new Finance Committee needs to 

do the following: 

• Determine language for $2 million (or more) endowment-fund restrictions. 

• Determine amount of funds available for fiscal years 2021-22 and 2022-23 

for operating expenses and to pay back any line of credit. 

• Determine amount of funds for reserve/rainy-day fund and appropriate 

restrictions. 

• Determine percentage of funds to draw down from endowment. 

• Determine whether balance for maintenance, repairs, and upgrades 

should be allocated to other specific projects/needs before Building and 

Grounds. 

Additionally, the plan is for an expanded Building and Grounds Committee to 

review the past work done by Johanna Schmidt and her team and David Stein 

and the current committee and, if appropriate, have an updated evaluation 

done if necessary to prioritize expenditure of building funds for short-, medium-, 

and long-term needs. For reference, the most recent report from David is 

attached at the end of these FAQs.  

 

FINANCIAL IMPACT 

Q: All of this talk of deficits at Mishkon makes me uncomfortable and worried for 

the future of the shul. Am I right to be concerned?  

A: From treasurer Sol Ortasse: The bottom line is that a budget deficit, although it 

sounds scary, is not that big an issue for a nonprofit. I would like to briefly define 

the following terms: 

mailto:treasurer@mishkon.org
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A budget is our best guess on what spending and income will be, including 

tracking what they actually are. 

A deficit occurs when we have budgeted to spend more than we bring in in 

income. 

Debt is money we owe to other people. 

Cash flow refers to the net balance of cash moving into and out of a business at 

a specific point in time. Cash flow can be positive or negative. Cash flow is 

when we have enough cash in our account to pay our bills. We could have a 

terrible year meeting our budget but enough cash, or we could have a great 

year but not enough cash. Thus, it is possible to have a budget surplus while still 

having cash-flow issues.  

Mishkon has no debt other than a minimal amount of revolving credit card 

debt. 

  

Here are some articles to help explain: 

 

https://www.growthforce.com/blog/a-quick-guide-to-nonprofit-surpluses-and-

deficits 

https://nonprofithub.org/bounce-back-from-a-nonprofit-budget-deficit/ 

https://financingsolutionsnow.com/great-solutions-for-a-nonprofit-budget-

deficit/ 

https://blueavocado.org/finance/nonprofit-budgets-have-to-balance-false/ 

https://nonprofitquarterly.org/should-your-budget-balance-no/ 

 

MANAGEMENT OF POWERHOUSE PROPERTY 

Q: Since restaurants generally have a high probability of failure, what about 

instead renting to tech companies or other businesses for office space?  

 

A: One main reason that a restaurant would be the best tenant for the building 

currently is that (a) the zoning and permitted use is a restaurant and (b) if 

someone were to change that permitted use, it would take months and a 

substantial renovation to convert use. Santa Monica, where the property is 

located, is notoriously difficult for construction permits; this could be a significant 

obstacle, narrowing the tenant pool further.  

 

Additionally, rent on commercial leases comprises a fixed rental amount and a 

percentage of sales – the building’s owner receives more rent as the business 

becomes more successful. While the building is under construction, we would 

https://www.growthforce.com/blog/a-quick-guide-to-nonprofit-surpluses-and-deficits
https://www.growthforce.com/blog/a-quick-guide-to-nonprofit-surpluses-and-deficits
https://nonprofithub.org/bounce-back-from-a-nonprofit-budget-deficit/
https://financingsolutionsnow.com/great-solutions-for-a-nonprofit-budget-deficit/
https://financingsolutionsnow.com/great-solutions-for-a-nonprofit-budget-deficit/
https://blueavocado.org/finance/nonprofit-budgets-have-to-balance-false/
https://nonprofitquarterly.org/should-your-budget-balance-no/
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receive rent but not the usual percentage of sales because there wouldn’t be 

any.  

 

On a macro level, post-pandemic, the future of office space is unclear because 

many companies have transitioned to full- or part-time work-from-home models.  

 

Q: Has Mishkon considered hiring professional property managers to rent out 

and manage the property? Might that bring better results?  

 

A: Property manager responsibilities include setting and collecting rent, handling 

maintenance requests, filling vacant units, and potentially setting the budget for 

the property. Property managers often take care of property for real estate 

investors who do not live near or do not wish to personally manage their 

property. 

 

In other words, once we have a tenant, we don’t need property managers, and 

when we don’t have a tenant, we easily attract new tenants through 

professional brokers. 

 


