From the Treasurer

After much consideration, the board has decided that we need to sever our relationship with Kachina
Management. Kachina is the third management company in five years and each has had its own
challenges.

First, | want to assure the homeowners that Leslie Hines, the previous Treasurer, and | have monitored
and tracked our finances separately and spent numerous hours assuring that corrections were done. |
am sure if you loak at the disclosure and examples, that will be your first concern.

We have struggled with Kachina’s accounting practices since they took over in January 2017. Initial set
up was Incorrect and then compounded by an employee that not only made several errors but
comingled expenses with other management companies. They also struggled with the set up and
management of our multiple reserve accounts.

At the request of the President, we have tried to resolve all the accounting issues and work with building
a relationship with Kachina, but struggle with keeping it on track. As a result, we felt our only option was
to again end a relationship with our management company. For that reason, and to be transparent with
homeowners, | am providing a disclosure of issues we have had that have impacted our financials for the
|ast two years. This list is not a complete disclosure of every issue, but a summary of the major issues,

As of May, 2018 Reserve Bank Accounts and Balance Sheet were, in the most part, back on track. But,
every month new issues arose. Looking to the future, | feel that self-managed accounting will not only
result in better record keeping and accessibility of info to the homeowners, but also result in a time and
cost savings.

This decision will require the support of the homeowners and | hope you all remember that Board
members are volunteers, giving up their retirement time to serve the community.

Debbie Robertscn




SUMARY OF 2018 KACHINA ACCOUNTING 1SSUES

Septermber 2018

Kachina changed their banking relationship. Homeowner assessments were deposited into the new checking
account that Kachina opened. The bills were paid out of the old checking account resulting in the overdraft of our
account. We were assessed bank overdraft charges. In order to cover the overdrawn checks Kachina transferred
funds from our reserve account. All of this was done without our knowledge or informing us until we received the
financials for that month.

A vendor invoice for $550 was paid twice.
August 2018

After several inquiries back to March, Kachina provided the 2017 tax return and compilation audit. The
compilation and return were based on erroneous year end numbers therefore both are incorrect . Will work with
accountant for resolution to situation. The compilation was due by June 30" and the tax return was due in May.
On top of the accountant fee of $750 for Tax Return and Compilation, Kachina charged us an extra $380just to
send the incorrect financials to the accountant,

lune 2018

Even though the Income Expense Report reflected that the monthly RR Reserve Account assessment of $1,300 was
transferred to the RR Reserve savings account, the bank statement showed that double that amount of $2,600 was
actually deposited into the savings account. This overfunded the reserve and depleted the operating account by
an extra $1,300. Kachina debated that they did this until October when it was finally corrected.

APS was paid late again. In 2017, as a result of non-payment, APS required us to pay a $1,980 deposit which would
be refunded after a year of timely payments; therefore, it will not be refunded.

March 2018

Finally corrected in March after | brought to their attention for several months. Balance Sheet from Jan 2017 to
this month not correct. Example A attached January 2018:

Assets: RR Fund RR Reserve Fund balance $§137,787.  Equity: RR Reserve balances total $ 125,656.
Assets: Ops Reserve Fund balance is $13,263. Equity: Ops Reserve is 20,414,
january 2018

They made entries on the financial statements to show the transfer of funds from the General Checking to the R&R
Reserve Savings but did not actually make bank transfers. (Obviously not reconciling bank accounts and there
were no outstanding transactions) Example B attached. Deposited a RR Reserve contribution into the Ops Reserve
account. Balance Sheet shows bank account RR Reserve at $137,787. Bank statement shows RR Reserve account
balance as $120,499. Same with Ops Reserve: Balance Sheet is $13,262.79 and bank statement is $19,606.79. Asa
result, the Operating Account also reflected incorrect balance. | had to bring the error to their attention and track.
.Finally corrected to reconciled balance in March.

Financial Statements: Income/Expense Report. Last Column- Yearly Budget is( $21,025) in the negative. Example €
attached. Even though they know our assessments are $329/ month or $98,700 a year the budget shows our
Resident Assessment tncome as $78,300. There are budget line items missing. Again, not reconciled. | brought to
their attention.



Misc.:

Example D: Copy of Reserve bank statements and Balance Sheet from August 2018 showing reserve accounts back
on track.

Kachina charges an Admin Fee which they keep to do a past due letter. Homeowners with credit balances less
that the full month assessment for current month get this admin fee and late fee assessed even if they pay the
difference or another full month prior to the late date.

I have requested invoice details from Kachina for all the extra charges that we have reimbursed them for and to
date have not received any detail.

Copy of 2015 budget draft from Mark at Kachina is incorrect, messy and $5,200 over budget. This budget served
no purpose to the budget committee.
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Las Torres Homeowners Assoc

Baiance Sheet
As of 01/31/18

1010 Biltmore Checking Account
1011 Biltmore Reserve Account
1018 R&R Fnd Svgs Acct-Nat Bank
1019 Liility Depaosits
TOTAL ASSETS
CURRENT LIABILITIES:
3310 Prepaid Owner Assessments
Subtotal Cusrent Liab.
RESERVES:
531 Repair/Replace Reserve Fund
5302 Operating Reserve Fund
5303 Repair & Replace Res Interest
5304 Operating Reserve Interest
5305 RepairfReplace Reserve Expense
5306 Operating Reserve Expense
Subtotal Reserves
EQUITY:
5510 Retained Eamnings

Current Year Net income/(L.oss)

Subtotal Equity

TOTAL LIABILITIES & EQUITY

$

ASSETS

1.268.38
13,262.79
137,786.54
1,880.00

$ 15420771

LIABILITIES & EQUITY

$

3

7,044 .00

2,867.40
(1,682.53)

$ 7.044.00

_%%; $  163.853.96———>

5 146,068.84

$  1.184.87

15429771

Page: 1
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1018
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CURRENT LIABILITIES:

3310

RESERVES:

530
5302
5303
5304
5305
5306

EQUITY:

5510

Ex i~ ook 2

Las Torres Homeowners Assoc Page: 1
Balance Sheet
As of 01/31/18
ASSETS
Bittmore Checking Account $ 1,268.38 |
Biltmore Reserve Account 13,262.79 — DD&%{/ 3} 3-1' mGL*—OPI]
R&R Fnd Svps Accl-Nat Bank 13:.;22.‘5]; . b a i o {3‘1'@ i._w{im
Utility Deposits , .
(_k) o OLetsbcon c{, LS
TOTAL ASSETS $  154,207.71 —trcen SCLC:-"‘[D}D\
= ’ I _
',i)t"f, 'gr:b[ LE3 LI 8
¥
e |, Shaderhen b
LIABILITIES & EQUITY ST G Ssragtinen ts
Prepaid Owner Assessments $ 7,044 .00
Subtotal Current Liab. $ 704400
Repair/Replace Reserve Fund $ 163,853.96
Operating Reserve Fund 25,127.02
Repair & Replace Res interest 34.86
Operating Reserve Interest 103.30
Repair/Replace Reserve Expense (38,233.02)
Operating Reserve Expense {(4,817.28)
Subtotal Reserves $ 146,0608.84
Retained Eamings -] 2,867.40
Current Year Net Income/({Loss) (1,682.53)
Subtotal Equity 5 1,184.87

TOTAL LIABILITIES & EQUITY

$ 154,297.7M1
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B05S North 32nd Street / Phoenix, AZ B50I8
Las Torres Homeowners Assoc Date 1/31/18 Page 1
OPERATING RESERVE Primary Account 230001098
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HOLD FOR KACHINA MGMT

LA SRR RSN R R R AR RERRRRRERaEEREssS )]

BUSINESS MONEY MARKET Number of Enclosures 0
Account. Number 230001098 Statement Dates 1/01/18 thru 1/31/18
Previous Balance 18,303.67 Days in the statement period 31
1 Depogits/Credits 1,300.00 Average Ledger 18,345.60
Checks/Debits .00 Average Collected 18,345.60
Service Charge .00 Interest Earned 3.12
Interest Paid 3.2 Annual Percentage Yield Earned 0.20%
Ending Balance 19,606.79 2018 Interest Paid .12
o !
Doesn't  Mateh Dadbance ‘3)1(‘6’“1':
Total For Total
This Pericd Year-toc-Date
Total Overdraft Fees $.00 5.00
Total Returned Item Fees 5,00 $.00;
i

Date Description ) o o i
1/31 Transfer from XX0098 to 1,300.00 " — %‘fi C?ﬂ P\R PE’E}GN&
XX1098: Transfer per EOD
1/31 Interest Deposit 3.12

Balance Date a
1/01 18,303.67 1/31 19,606.79

Tate Rate
12731 0.200000%

IF ¥YOU ARE PLANNING A TRIP OUT OF STATE OR OUT OF THE COUNTRY, CONTACT YOUR ACCOUNT
OFFICER SO WE CAN PLACE A TRAVEL NOTICE ON YOUR DEBIT CARD. THIS WILL NOTIFY OUR
FRAUD SPECIALISTS AND PREVENT YOUR CARD FROM BEING BLCCKED FOR SUSPICIOUS ACTIVITY.
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Statement of Accounts
© NATIONAL BANK OF ARIZONA Page 1of 2
PO Box 30709 Salt Lake City, UT 84130-0709 bt ket

Last Statement: January 31, 2018

Primary Account 0398000835

DIRECT INQUIRIES TGQ:
1 (800} 497-8168

0039846 1860-06-0000-MBA-PG00.30-00000 WWW NBARIZONA.COM
Carefres

LAS TORRES HOMEOWNERS ASSOCIATION {BO0) 497-8168

/0 PAMELA DIXON 7202 E Carsfras Dr, P.s. Bay £208

PO BOX 5853

Carefree, AZ 85377-0000
CAREFREE AZ B5377-5653

Tired of all the paper? Start receiving your statements electronically and view your account nofices online.
Sign up for Online Banking or login today at WWW.NBARIZONA.COM

iR T T i
Checking/Savin tanding
Account Type Account Number Ending Balance Balances Owed
Business Savings 0388000835 $124,728.62

ikt i
Previous Balance giﬁ"\ (l [/9 O \Z Deposits/Credits Withdrawale/Charges Ending Balance
120,498.99 422963 ‘ : 0.00 12472862
e DOEEN ok Aedance . SnEgke
2 DEPOSITS/CREDITS
Date Amount Description
0227 4225.00 DEPOSIT 7878007421
02/28 4.63 INTEREST PAYMENT 0012084988

0 WITHDRAWALS/CHARGES
There were no transactions this period.

AGGREGATE OVERDRAFT AND RETURNED ITEM FEES

Total for This Period Total Yearfo-Date
Total Overdraft Fees $0.00 $0.00
Total Returned ltem Fees $0.00 $0.00
DAILY BALANCES
Date........................Balance Date......................Bsalance
az/27 124,723.99 02/28 124,728.62
INTEREST
Interest Earned This Interest Period $4.63 Number Of Days This interest Period 28
Interest Paid Year-To-Date 2018 $10.08 Annual Percentage Yield Earned 0.05%

Current interest rate is 0.050% with no rate change this interest period

A division of ZB, N.A. Member FDIC % 0039846-000000 1-009%449



06310 Resident Assessments
06350 Interest Income
06351 Intarest Income - Resetves

Subtotal income

EXPENSES:
Maintenance & Repair

07001 MAINTENANCE & REPAIR

07002 Sewer Repairs
07200 Contract Service

07205 Pool - Contract Svo

07210 Pest Control

07275 Flat Roof Maintenance
07300 Grounds/Fixtures Repairs
(7400 Landscape Service
07425 Landscape Improvements
07500 Tree Maintenance

07800 Landscape/Other

Maintenance & Repair

Parts & Supplies

08001 Pool Chemicals!Supplies

08010 Pool Repairs

08301 Trees, Plants and Supplies

Parts & Supplies

L ilities
08600 Electric

08650 Water - Hum Ivigation
08655 Water - Pool Meter
08660 Water - Sun Irigation
08680 Trash Disposal Service

08685 Gas/Propane

Utilities

Administrative Expenses

05000 ADMINISTRATIVE EXPENSES

09100 Income Tax
09105 Audit/Tax Prep

Las Torres Homeowners Assoc

Income/Expense Statement

Period: G1/01/

/31418

Lyanpe C

6,611.00 6,525.00 86.00 8,611.00 6,525.00 86.00 "~ 78,3000 ;S
312 200 1.12 3.12 200 112 T -

00 3.00 (3.60) 00 300 (3.00) 3%6.00 %

J

6.514.12 £,530.00 84.12 661442 6,530.00 84.12 78,360.00 dq

SO

5

&

a0 458.33 458.33 i) 458.33 458.33 5,500.00 @

00 100,00 100.00 00 100.00 100.00 1,200.00 ~

550.00 i) " (550.00) 550,00 00 (550.00) 00 —_

392.50 312,50 {80.00) 392,50 31250 (80.00) 3,750.00 9)
00 60.00 60.00 0 80.00 60.00 720.00
00 4167 4 57 00 4167 4167 500.00
00 50.00 50,00 00 50.00 50,00 600.00
3,998.99 2,000.00 {1,998.99) 3,998.99 2,000.00 (1.998.99) 24,000.00
0 467 4167 .00 4167 4167 500.00
00 £2.50 £2.50 00 62.50 62.50 750.00
00 4167 4167 Jili] 4167 4167 500.00
494149 3,168.34 {4,773.15) 454149 3,168.34 {1.773.15) 38.020.00
00 83.33 83.33 .00 83.33 8333 1,000.00
00 25,00 25.00 00 25.00 2500 300.00
o 4167 4167 .00 41867 467 500,00
00 150.00 150.00 00 150.00 150.00 1,800.00
441,32 41657 - (24.65) 44132 416.67 (24.65) 5,000.00
00 179.47 179.17 00 179.17 179.17 2,150.00
0 248.33 248.33 00 24833 248.33 2,980.00
00 297.50 28750 00 297.50 297.50 3.570.00
235.00 250.00 15.00 235.00 250.00 15.00 3,000.00
8361 325.00 24139 83.61 325.00 24139 3,900.00
750.93 1,716.67 956.74 759.93 1,716.67 956.74 20,600.00

30.00 .00 {30.00) 30.00 00 (30.00) 00 (f

00 417 417 00 417 417 50.00
0 62.50 62.50 00 £2.50 £2.50 750.00
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Las Torres Homeowners Assoc Page; 2

Income/Expense Statement
Period: 01/01/1 10 01/31/18

spmmrenay

s

09110 Permits & Licenses 49500 4958 (445.42) 495.00 49.58 (445 42) 505.00
09235 Annual Report 00 83 83 00 83 83 10.00
09275  insurance 00 583.33 583.33 00 583.33 583.33 7,000.00
09300 Legal Services 00 83.33 83.33 00 83.33 83.33 1,000.00
09500 Management Service 760.00 700.00 (60.00) 760.00 700.00 (80.00) 8,400.00
09800 Postage / Copies 741 16.67 956 7.1 1667 9.5 200,00
09900  Misoellaneous 00 467 467 00 4167 4167 500,00
Administrative Expenses 1,202.11 1,542.08 249.97 1,202.11 1,542.08 249.97 18,505.00
Reserves
0&as51 Repair/Replace Reserve Cont 1.300.00 1,300.00 00 1.300.00 1,300.00 00 15,600.00
0952 Operating Reserve Contrib 00 400.00 400.00 00 400.00 400,00 4,600.00
09953  Operating Reserve Intsrest 312 300 (12) 3.2 300 (12 36.00
09954 Repair/Replace Resarve Int 00 2.00 2.00 00 200 200 24.00
Resarves 130342 1,705.00 401.88 1,303.12 1,705.00 401.08 20,460.00
TOTAL EXPENSES 8,.206.65 8,.282.09 (14.56) 8,296.65 8,282.09 (14.56) 99,385.00
Current Yr Net incomel(iass) (1.682.53) (1.752.00) £9.56 1,682.53) (1,752.08) §9.56 (\/ (21,025.00) >

;
|

@ 29 ‘Pr"\ﬂ%



Las Torres Homeowners Association

1010 Biltmore Checking Account
1011 Ops Biltmore Reserve Account
1018 R&R Frd Svgs Acct-Nat Bank
1019 Utility Deposits
1020 Parkway Checking Account
TOTAL ASSETS
CURRENT LIABILITIES:
3310 Prepaid Owner Assessments
Subtotal Current Liab.
RESERVES:
5301 Repair/Replace Reserve Fund
5302 QOperating Reserve Fund
Subtotal Reserves
EQUITY:
5510 Retained Earnings

Current Year Net Incomef{Loss)

Subtotal Eguity

TOTAL LIABILITIES & EQUITY

Eslackset I

Page: 1
Balance Sheet

As of 08/31/18
ASSETS
- / .
acls, & trac
§  2,823.21 PD < A C‘K
15,180.28 Ece k!

| = Exba. \2oo Repost

L e W Sure bo e
| a,&_su%;\’ﬁ.:k win Tt

\ §  166.384.88

LI;ABILITIES & EQUITY

'§  4682.00
$ 468200
[¢ 14835139
15,180.28
5 161,531.67
§  (217.37)
388.58
$ 17121

$ 166,384.88




@) NATIONAL BANK OF ARIZONA"
PO Box 30709 Salt Lake City, UT 84130-0709

0045225 2072-06-0000- HBA-PGO030-00000

LAS TORRES HOMEOWNERS ASSOCIATION
C/O PAMELA DIXON

PO BOX 5653

CAREFREE AZ 85377-5653

&Cundf_ﬂb

Statement of Accounts
Page 1of 2

This Staternent: September 28, 2018
Last Statement: August 31, 2018

Pritmary Account 0396000835

DIRECT INQUIRIES TO:

1 (80Q) 4978168

WWW NBARIZONA.COM
Carefree

{800) 497-5168

7302 E Carafraa Dr, P.o. Boy 5288
Carefres, AZ 85377-0000

Tired of all the paper? Start receiving your statements electronically and view your account notices online.
Sign up for Online Banking or login today at WWW.NBARIZONA.COM

prpahigten

Account Type
Business Savings

0398000833

Account Number

Ending Balance
$146,353.64

Balances Owed

Previous Balance % \ I

Deposits/Credits Withdrawals/Charges Ending Balance
146,351.29 2.25 0.00 146,353.64
1 DEPOSIT/CREDIT
Date Amount Descnption
09/28 228 INTEREST PAYMENT 0014635139
(-J- WITHDRAWA L SICHARGES .........................................................................................................
There wera no transactions this period.
AGGREGATE OVERDRAFT AND RETURNED ITEM FEES

Total for This Perod Total Year-to-Date

Total Qverdraft Fees $0.00 $0.00
Total Retumed Item Fees $0.00 $0.00
DAILY BALANCES
Date.....ccoveveeivnn Bajance
09/28 146,353.64
INTEREST
Interest Earned This Interest Period $2.25 Number Of Days This Interest Period 28
Interest Paid Year-To-Date 2018 $44.10 Annual Percentage Yield Earned 0.02%

A division of ZB, N.A, Member FDIC %

0043223-0000001-0104528
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5055 North 32nd Street / Phoenix, AZ B508

Las Torres Homeowners Assod Date 8/31/18 Page 1
CPERATING RESERVE Primary Account 230001028

Ak khk kI xdrrhrhdrd bk hhhhhhkbddthrdrhhthhi

HOLD FOR KACHINA MGMT

(22222 SRS SRS LRSS AR SRR R R EE TR LSS R

BUSINESS MONEY MARKET Number of BEnclosures 0
Account Number 230001098 Statement Dates 8/01/18 thru 5/03/18
Previous Balance 14,717.77 Days in the statement period 24
1 Deposits/Credits 400.00 Average Ledger 14,824 ,82
Checks/Debits .00 Average Collected 14,824 .82
Service Charge .00 Interest Earned 2.76
Interest Paid 2.51 Annual Percentage ¥Yield Earned 0.20%
Ending Balance 15,180.28 2018 Interest Paid 20.61
Total For Total

This Period

Year-to-Date

Total Overdraft Fees

$.00

$.00

Total Returmed Ttem Fees

s$.o00

$.00

Date Description S Amocunt

8/31 Transfer from XX0098 to 400.00
X¥X1098: Funds Transfer via Cnl

8/31 Interest Deposit 2.51

Balance
15,180.28

g/01 14,777.77 8/31

Date Rate
7/31 0.200000%

IF YOU ARE PLANNING A TRIP OUT OF STATE CR QUT OF THE COUNTRY, CONTACT YOUR ACCOUNT
OFFICER SC WE CAN PLACE A TRAVEL NQTICE ON YOUR DEBIT CARD. THIS WILL NOTIFY CUR
FRAUD SPECIALISTS AND PREVENT YOUR CARD FROM BEING BLOCKED FOR SUSPICIOUS ACTIVITY,



RESERVE ACCOUNT TRACKING: Balances should be

Ops Reserve

RR Reserve

Evanple B>

$11,959.67 $137,786.54 beginning balance
(53,177.00) 12/2017 correction done wrong

$400.00 $1,300.00 18-lan
$400.00 $1,300.00 18-Feb
$400.00 $1,300.00 18-Mar
$400.00 $1,300.00 1-Apr
$400.00 $1,300.00 1-May
$400.00 $1,300.00 Jun-18
$400.00 $1,300.00 Jul-18
$400.00 $1,300.00 Aug-18
$400.00 $1,300.00 Sep-18

Oct-18

Nov-18

Dec-18

_ $15,559.67 $146,309.54 Interest not factored in these balances |

ACTUAL DEPOSITS TO RESERVES

OPS Reserve RR Reserve Deposits u m\,CsoJ/mw & & QO 5
$11,597.76 $120,493.54 12/31/ bank balance. ) : Wv
$1,300.00 Jan-18 ™~ RRdeposited to OPS; no OPS
$800.00 $4,225.00 2/1/2018 on 2/27
S0.00 $12,491.00 Mar-18
$3,400.00 $1,300.00 3/1/2018 on 3/29
$0.00 Apr-18
5400.00 52,600.00 5/1/2018 on5/3
($2,600.00) $2,600.00 6/1/2018 on 6/27 double deposit
$800.00 $1,300.00 7/1/2018 on 7/25
5400.00 $1,300.00 8/1/2018 on 8/29
(54,000.00) $1,300.00 9/1/2018 on 10/2 Kachina drew funds to cover overdraft
[ $12,097.76 $147,609.54 Total |
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Las Torres Homeowners Association -3 ; Cj
S

2019 Praposed Operating Budget L
KACHINA'S DRAFT &)

25 lots @  $330.00 Per Month

Income Month Year
Resident Assessments 8,225.00 98,700
Interest Income -
Other Income - -
Total Income 8,225.00 98,700

Operating Expenses
Maintenance & Repair

460 5,520
65 780
153 45 540
Irrigation 50 600
Pest control 60 720
Pool 300 3,600
1a 45 540
45 540
Lanasca 1,300 21,600
Sewer Maintenance 100 1,200
Flat Roof 45 540
5 65 780
Sub-Total 3,080 36,960
Parts & Supplies
Irrigation Supplies 50 600
Pool repairs 25 300
i 85 1,020
45 540
45 540
Sub-Total 250 3,000
AN
((J: Utilities
Gas/propane 370 4,440
Electric 425 5,100
% Trash Service 260 3,120
Water (pool) 250 3,000
Water (Sundance) Irrigation 325 3,900
' Water (hum) Irrigation 180 2,160 %
l‘_. Sub-Total 1,810 21,720 :;1,!_—3\ S 7
‘ o - - o RS sJ_D
Administrative Expenses @ ok o~
Audits/Taxes 65
‘_5 income Tax Prep 5 "3
{% Permits/License 50
g Bank Charges 5 ¥ 60 D? 1,3’\3—&5"
Insurance 642 7,704 DT
T Legal Services 85 1,020 Nk CL\&& cart e
Reserve Study o & 780~ rraat Sood, AT 5 o> A
. J Management Service 775 b‘—/ti
U 80D admin expense 45
Postage / Copies / Printing 60
Annual report 1
Miscellaneous 25
Sub-Total 1,823
TOTAL OPERATING EXPENSE 6,963
RESERVES T 1,150
TOTAL OPERATING & RESERVE 1 8,113
NET CASH FLOW 112

LOreonc
s ! 55.13:(
P

e



SUMMARY OF 2017 ACCOUNTING I1SSUES

Exarnple €2 Year-end numbers not corrected. See attached treasurer report with adjustments.
Accounting set up in February showed random amount in Reserves {generatl entry) that does not relate
to any transaction in the amount of 57,354,

Both reserve accounts had only random incorrect deposits for the year to the financials and bank.
Corrected in March-May 2018. See Exhibit D

Interest to reserve accounts only randomly posted. Bank reconciliations not done.
Kachina's incarrect financials were used for the Compilation. Will work with accountant for resolution.

APS gas bill was not paid and required us to pay a 51980 deposit. It took untii the end of the year and
about 6 journal entries to get posted to financials correctly. First it was paid as an expense without
telling us about the deposit requirement. Then it was posted to an Equity account and finally done
correctly. It shows on the Balance Sheet as an Asset: Deposit.

A Kachina employee comingled HOA bills resulting in us having to reimburse another HOA for a hill of
ours they paid. Employee also made several other accounting errors. Kachina did an internal audit and
provided revised financials for Jan thru May 2017.

9 months of pest control bills were not paid in 2017 and had to be paid in 2018.

A refund of homeowner prepaid assessments is reflected on the year end financials as a Misc. Expense
instead of a refund of Income: Assessments,

Expenses to be paid out of the Ops Reserve not accounted for correctly on the Income/Expense
Statement.
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LAS TORRES 12/31/2017 Income Expense Report F o ENd [ B A USHT N 1S i Inhete &2
-
Treasurer
__aAcct 1 Descrintion Kachina Adiustments _Adi Total Notes
JNC OME:
(6310|Resident Assessments. 87.01541 [2.392.00)
08350 Interast Income
06351 | nterest Ine Baserves 2433
083801 Qthar 89441 {330 85
Transfer from Ons Reserve 10.443.00 |
Subtotal Intome A8.000.73 1.720.15
%_mlmn A Renair
07001 [MAINTENANGE & RFPAIR 5750.82 575082
(072001Contract Service  { Maint 2 1.960.00 1 L i .
072051Poal - Contract Sve 3.451.08 3.451.05
07210|Pest Cantrol 180.00 180.00
072801Poal 2 175.00 175.00
L. 074004Landscane Sedice 2239046 22.398.46
075001 Trae Mainlenance 308340 308340 |
Catital Exo od by RR Reserve {3 :;B_ (3177003}
Maintenance & Repair 3699873 {3.177.000 33.821.73
Parts & Suonlies
08001 |Podl Chemicals/Sunlies 332,08 33208
080101 Pont Renairs 107018 1.070.18
08200 Hrrigation Supplies 0.00
(8300 andscane Matesial 0.60
(18301 |Trees. Plants and Suopnlies _0.00
Parts & Suaplies 1.402.26 0.00 1.402.26
464,62 (464 621 0.00 [ -Cogrrecton a2 X i
(08600 Elactric 4.790.70 4.790.70
(AR50 | Water - Hum Irrigation 2.852.84
QRR55|Water - Pool Meter 153036 A53R36
(R6601\Water - Sun lrrgafion 2520121 40754 292266
(B8R0 Trash Disnosal Service 2.820 2.820.00
(RRAR [Ras/Pronane 2.832 57.08 2.889.54
Utilities 19.819.10 0.00 19.819.10
e L
09100)Income Tax 50,00 50.00
09105 | Audit/Tax Preo 750,00 750.00
09110{Parmits & Licenses 595,00
092351 Annrial Report 10.00 10.00
(9250iRank Charge 20.00 2000
092601Connons 141.25 141.25
09275 |Insurance 6,719 6.719.00
0930011 eaal Services 42,00} (42.00)
09500|Manaaement Service 9922 88 9.922.88
(88001 Pnstane ! Conias, 224.37 224 37
(19850 |Permits & Licensas 0.00
09900 |Miscallanaous . 265016¢  (2.392.00) 25816
Administrative Expenses |  21.04066] (2.392.00) 18.648.66




\Resarves
(9950 Reserves 735437 (7.354.3)
| 09951[RepainRenlace Reserys Cont 5.709.00 14.181.00
L 09952/0oerating Reserve Contiib 1.3768.00 3.024.00
| 9953.00 [Ooerating Reserve Infarest 217
| 995400 |RenairRenlace Reserve lof 0.50
Reserves 6.860.63 2130327
TOTAL EXPENSES 129183 6499507

|
Footnote #1: Homeowner {JEBBBME prepaid a year and then wanted refund. Was posted as a misc epxense instead of deducting from assessments received.

#2: This amount was transferred from closed Bliltmore RR Reserve to National Bank and is not an income item.

#3: 1added this line item. To offset approved Ops Reserve expenses under Expense items: Money was previously transferred to Ops Reserve and axpensed on Acct 9953.

| Now we trasferred monay pack to General Account to use for Expenses and should be reflected in IE to give a more accurate picture.

#4: This Captial Expense item was paid by R&R Reserve Funds and should have been posted to account #5305 RR Reserve Expense

#5: As far as | can figure this was an opening balance item and not an actual 2017 transaction

#6: All the the assement income In #6310 is not for general operations. When the Reserve contributions are deducted and moved to reserve bank accounts

[that amount should be expensed under the Reserve section on the 18&E |Homeowner Reserve account assessments havenot been accounted for properly




Journal Entries for Ops Reserve 2017

Operating Reserve Entries by 12/31/17

LAS TORRES <L X @.Sb\u\m &

NOTES

[Entry#1 For: $400 each month from assessments to Ops Reserve
Deduct from General Operating Account  $3,024 Missing Deposit from Assessment to Ops Reserve
Add to Ops Reserve Account $3,024 Missing Dec 2016 : $400
Missing Jan-Sept: 51824
Missing Noc-Dec {Oct done): $800
Entry #2
Deduct from Ops Reserve Account  $6,443 to reimburse expenses to General Account
Add to General Operating Account 56,443 For:
53083 for tree trimmming
52480 for sewer
52900 for KYM
$1980 for deposit
$(4000) already done
Entry #3
Money transfer; actual bank transfer was incorrect: Transfer from QOps Reserve to RR Reserve:
4/3/17 entry Deduct fromOps Reserve Acct $2,925 Committed 2017 addl RR Resere
Deposit to RR Reserve Account 52,925 {actual 2017 trensfer was from one RR Reserve to the other

RR Reserve on 4/3/17)
Actual transfer to do from Ops Reserve to RR Reserve




Journal Entries for R&R Reserve 2017

Operating Reserve Entries by 12/31/17

LAS TORRES

NOTES

Entry#1
Deduct from General Operating Account  $11,191
Add to R%R Reserve Account §11,191

For: $1300 each month from assessments to R&R Reserve
Missing Deposit from Assessment to R&R Reserve
Missing Dec 2016 : $1300

Missing Jan-Sept: $5991

Missing Oct-Dec: 53900

Over reimbursed for Coral Pool and fence painting {$429)

Entry #2
Deduct from R&R Reserve Account
Add to General Operating Account 5439

to reimburse expenses to General Account
For:

$1238 for Coral Pools

$1500 Fence painting

5(3177) already reimbursed to General Ops accounts
{Paving paid directly from R&R account)

33_ to 5:&2 to GE *,Q‘ >mmmmm3m2

Actual Transfer from Ops Reserve to General




Kachma Management Ccmtract Issues.. o




