
  

 

 
 
 

MANAGEMENT LETTER 
 
 
To the Board of Directors  
Oak Hills Home Owners Association 
Beaverton, Oregon 
 
In planning and performing our review of the financial statements of Oak Hills Home Owners Association 
for the year ended September 30, 2019, we found the following financial matters to bring to your 
attention. 
 
Unreconciled Bank Statements 
We found that as of September 30, 2019, a net balance of $5,927 of unexplained activity was posted to the 
Association’s accounts, which indicates banking activity was not reconciled on a regular basis. This is 
reported as other expenses in the operating fund. 
 

We recommend that the board of directors provide the accountant with the necessary information for 
posting activity to appropriate accounts on a timely basis and that band accounts be reconciled in a timely 
manner.  
 
Application of Special Assessment Prepayment Proceeds 
We found that the Association’s loan agreement requires prepayments of special assessments be applied 
toward repayment of the loan and that as of September 30, 2019 the loan balance was greater than the 
total payoff balance of unlevied special assessments. The difference decreased over the year ended 
September 30, 2019, which indicated the Association paid down the loan during the year. However, the 
difference is still about 2% of the loan balance. We understand that the board of directors has discussed 
the need to increase the operating budget and have notified owners in its newsletter about the need to 
increase assessments to meet operating and maintenance expenses.  
 
We recommend that the Association apply prepayments to the loan principal in a timely manner and 
continue to make payments to bring the amount of future special assessments into agreement with the 
balance due on the loan. 
 
Uncapitalized Personal Property 
We found that the Association had equipment that was not capitalized on its books. We understand the 
Association has a capitalization policy to capitalize personal property and equipment costing more than 
$500 and to capitalize real property that generates significant revenues.  
 
We recommend that the Association follow its capitalization policy and consider adding any personal 
property that meets the criteria in its capitalization policy.  
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Reserve Study Recommendations 
According to the Association’s 2019/2020 budget, the Association is not following the recommendations 
of the reserve study performed by Reserve Studies by RF in July 2019 for the year ended September 30, 
2020. There is a significant difference in the amount of reserve assessments between the amount 
recommended by the consultant and the amount on the budget. The current rate at which reserve 
contributions are being made may leave the Association short of funds for projected expenditures. 
  
We recommend that the reserve assessments on the Association’s budget be adjusted to the amount 
recommended by the formal reserve study.  
  
We understand the Board considers the reserve study to be an estimate of future costs and expenditures 
that may or may not be accurate. The Board does consider the findings of the reserve study but also 
considers other factors such as the willingness and the ability of members to pay for future common area 
replacements as well as their own beliefs on the timing and costs of future expenditures. As a result, the 
Board may budget an amount that is less than the amount recommended by the reserve study. 
  
We understand the Board of Directors submitted a budget to the membership to adequately fund reserves 
according to the suggested reserve study contribution required by the governing documents. This budget 
was not approved by the membership.  We acknowledge the effort the Board is taking to meet their 
fiduciary responsibility regarding realistic and required budgets and recommend the Board continue their 
efforts in educating the membership on sound financial practices. 
 
We will review the status of these comments during our next engagement. We will be pleased to discuss 
them in further detail at your convenience, to perform any additional study of the matters, or to assist you 
in implementing our recommendations. 
 
 
Portland, Oregon 
August 14, 2020 

celgin
Schwindt & Co.


