Pinnacle Canyon Condominium Association - Annual Fiscal Report for 2009

Dave Marcy, Treasurer, January 20, 2010


Upon my appointment as Treasurer to PCHOA in April 2009, though it was viewed by some as “rogue” behavior, I initiated a systematic review of the Association’s fiscal policies and financial records.  What was uncovered was a lack of accountability and need for reform.  Specifically:

The FINDINGS: 

· No reserve contributions.  Reserve allocations were a non-budgeted item that depended on net income.   In 2008, our there were NO reserve contributions. 
· Contrary to what was stated by the management company representative at HOA meetings, little or no collection effort on past due assessments was made; several accounts had not been paid since 2007.  A resident receivable debt that hovered over $50,000 consistently.

· No adopted policy for violations of condo documents and rules existed, in particular, the 30 day lease requirement was not enforced.

· Use of preferred vendors, such as Oasis , without competitive bids or RFP’s.

· No verification that contractual work was performed prior to payment.

· No attempt to enforce warranty policies for repairs, specifically on the pool and spa.

· Double billings and payments (RoofUSA &Oasis)

· Work not performed as per contracts (NW Exterminating) 
· A management company that ignored our requests for information; failed to comply with Arizona Statutes requiring either annual reviews, compilations or audits by independent accountant; failed to advise or file Federal income taxes for 2007 & 2008 for the HOA despite the filing of records indicating they had so to the AZ Corporation Commission and the HOA; and payment for contractual services without a written contract (JR Metering.)
BUT WE PERSEVERED and BEGAN:
The REFORM PROCESS:

The first step.  Addressing the lack of fiscal policy.  The following resolutions were drafted by the Governance Committee and adopted by the Board:

Fiscal Policy Guidelines Resolution.  #2-2009.  Requires that no expenses over $500.00 may be incurred or paid without written approval of the President and Treasurer of the HOA, unless recurrent budgeted expenses such as utilities.
Enforcement Procedure for Violation of Condominium Documents.  # 5-2009 and 7-2009. This established a notification, appeal and fine procedure for our community’s bylaws, CC&R’s and rules.
Collection Policy #6-2009.   Mandates that past due accounts be turned over to counsel for collection and outlines process for steps leading up to that action.

The second step.  An Independent audit of the Association’s books.   I called for an Independent Audit, the motion was approved by the Board and we are currently in the process of gathering the financial records from our former management company toward that end. We have budgeted funds for federal tax preparation and filing for the years 2007-2009.
The third step.  A Reserve Study.  One of extreme importance to the long term health of the Community, a Reserve Study, was recommended to examine our common assets, determine their life expectancy and replacement cost.   The Board approved this recommendation and the study was performed in July, 2009 by Reserve Data Analysis, Inc.  Final inclusions and estimates are nearing completion.

The fourth step:  Review of vendor contracts, including Paul Ash Management’s contract with Pinnacle Canyon HOA. with these results:

1. NW Exterminating were services were not been performed as per contract.  We were credited $870 & negotiated 3 months of free service and a requirement that the worker submits a weekly log to insure pest control substances are applied as per the contract.

2. NW landscaping renegotiated at a $1,350 per month savings!
 
3. Eliminated the need for Merrimaids and Oasis pool contracts as services currently performed by Lewis (LMR) on-site maintenance personnel. Please note that past problems with Oasis billings for pool and spa motors still exist.
4. Water Sub-meters did not function properly and personal water consumption had been underbilled by PAMCO.  In December, at my invitation, Ron Densley of JR Metering Industries came down from Phoenix and met with the Board and a plan for inspection, repair and ongoing monitoring of the sub-meters was initiated.  Ron reported that at this time only 9 meters are non-compliant and has upgraded the transmitters on the roofs of many of the buildings.    He also agreed to bill Unit owners directly on a quarterly basis, at no extra charge, and will include this clause in his renewal contract.  He will work with LMR’s on-site maintenance to replace batteries as needed and left a supply of them. A follow up meeting was held and the BOD will be working on a new 3 year agreement to maintain JR and continue to pay only for the water we personally consume.   

5. We reviewed Paul Ash Management Co. (PAMCO) contract, and found several areas of non-compliance.  Bruce Ash sent myself and Roger Harris a 30 day notice of termination by email on 7/28/2009, stating no specific reason.   It should be noted that, their Manager and Bruce Ash repeatedly stated that the termination was not what they wished, however they believed it was necessary to make the point that one Board member was asking too many questions.  As time progressed, it became obvious that we needed a change and after requesting and receiving legal opinions and options we moved forward. I traveled to Arizona from New York (at my own expense) twice over the summer to interview 3 management companies with Jim MacKenzie and Andreas Pettersson.  We agreed that it was in the community’s best interest to replace PAMCO with Lewis Management.  I personally negotiated the contract with LMR's Ken Bade, President/CEO for our HOA, to include special provisions requested and needed for our community and I'm confident the Board has made the correct choice. I welcome Julie Hoover, manager of the LMR team to our HOA, and look forward to a long and good working relationship together. Since November 1, 2009, we have faced an uphill battle to obtain our money and financial records and were recently forced to pay PAMCO about $2,000 to copy our own records.    We are reviewing courses of action with our counsel.  LMR has been ever diligent in their efforts to obtain our funds and records and I thank them.

 

The 2010 Budget was adopted in December 2009.   

I'm happy to report that the Budget we presented and passed called for zero increases in our assessments and includes:

· $9,000 monthly contribution to Reserve Account,
· $15,000 for special projects (Security System/Pool/Clubhouse),
· $10,000 for Independent Audit,
· Adequate increases for Water (5%) and Sewer (8%) rates based on my calls to the utility companies, and
· $20,000 (approx) decrease in expenses from 2009's budget, even with the above allocations.

 

Our preliminary 2009 year-end financial statements show (accrual basis):

· Total Income:  $488,312

· Total Expense:  $354,936

· Net income to the positive:  $133,376.24

 

Additionally, regarding delinquent assessments, letters have gone out to all delinquent owners from Lewis, a hearing was held in December, and about 12 people have either paid up, made or were making arrangements for payment.   Those who don't will be referred to Brown Law firm for collection.

 

Thank you to the Concerned Citizens of our HOA and both the Finance & Governance Committees for all your help.   We are on the right track.

 

Dave Marcy, Treasurer PCHOA 
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