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l. Homeowner Communication Update

In 2017, we are piloting virtual, live annual homeowner meeting in attempt to simplify the experience
for homeowners and boost attendance.

In 2017, the Board has continued to modernize homeowner communication through our Echo Shores
Facebook page, and our new, refreshed www.echoshores.org website.

If you would like a copy of the Echo Shores Homeowners Directory, please fill out a request at
http://www.echoshores.org/directory-request.html.

Also, please feel free contact the Echo Shores Homeowners Association Board at
Board@EchoShores.org.

These changes improve communications, while reducing printing and postage expenses.

II. ~ Monument, Cul De Sac and Common Area Update

Everything is running smoothly. All of the vendors have done a fantastic job this year. We see no
reason to change anything. That said, the last time mulch was applied was in 2014, and new mulch is
needed. We also think we will need to do some plant replacements. Besides the dead junipers some of
the plants are looking a little tired.

On a side note, we may consider replacing some of the annual beds with nice perennials. Although the
initial cost may be more, not having to plant every year may be better in the long run. At the same time,
annuals provide abundance of color, for a longer period of time. Just something for us to think about.
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lll.  Governance Update & 2018 Board Member Elections

Since March 1, 2017, four of the five members of ESHA Board of Directors resigned. Beth Gerstner is the
sole ESHA Board of Director member providing continuity. Dan Sougstad volunteered to rejoin the ESHA
Board as Treasurer. We are also extremely grateful to Carrie Hammer for volunteering to join the ESHA

Board in 2017.

As a mature homeowners association, the bylaws require a modest level of ongoing effort. That said,
optional activities, which the ESHA Board has managed in the past (e.g. National Night Out) require
more engaged contributors. We encourage ESHA homeowners to volunteer to support both optional

activities and mandated responsibilities.

The bylaws require a minimum three Board members, but we would like several more volunteers.

IV.  Financial Update & 2018 Assessment
ALLOCATION OF 2017 $225 ANNUAL DUES - PROJECTED

Build Reserves,
$12.24

Professional Fees,
$35.02

Common Area
Upkeep, $87.12

Other, $11.62__— |

Communications,
$5.81

Insurance, $26.72

In 2017, 85 of 85 homeowners paid their 2017 assessment. This 100% payment is remarkable among
homeowners associations, and help ESHA sustain assessment at $225 in 2018 (despite extraordinary

expenses the past three years).
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In 2010, the ESHA Board indicated a desired maximum year-end reserve balance of $30,700 to cover
potential expenses and stabilize annual assessment to account for expenses that occur once every
several years. Additionally, ESHA has never had annual dues greater than $225.

As of 12/31/2016, ESHA held $22,126 in cash reserves, up from $19,598 in 2015. ESHA anticipates a
further build in reserves by 12/31/2017, even though there was an extraordinary 2017 expense for
accounting remediation. Partial year 2017 financial reports are available at
http://www.echoshores.org/financials.html.

Looking to 2018 and beyond, ESHA expects to incur mulching and re-planting expenses in 2018.
However, no other extraordinary expenses are expected.
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Echo Shores Annual Expenses
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> 2008 2009 2010 2011 2012 2013 2014 2015 2016
W Professional Fees S- S- $202 $723 $364 $402 $155 S- S-
W Other $235 $359 5284 $424 $242 S476 $282 $469 $374
® Member payments $2,400  $2,400 = $2,400 S- S- S- S- $- S-
Irrigation $2,937 $1,205 $2,338 $2,149 $3,491 $3,009 S5,844 $4,166 $5,141
Insurance $1,943  $1,943  $1,900 $1,919 @ $1,927 $1,975 $2,128 $2,324  $2,130
m Communications $204 $204 $634 $283 $56 $699 $659 $562 $107

B Common Area Upkeep  $11,199 = $7,496 = $7,848 $7,294 = $7,160 $7,474 | $13,180 $14,533 $9,011
ESHA continues to experience increasing irrigation expense, as the City of Mahtomedi continues
increasing watering charges.

In future, we are also considering migrating to online version of QuickBooks to increase transparency
and simplify future transitions.

Financial statements are available at http://www.echoshores.org/financials.html.

V.  Accounting Remediation Project

In summer of 2017, the Board successfully undertook a project to remediate the accounting records of
the association. Upon assuming ESHA treasurer responsibilities in March of 2017, the new treasurer
became aware of the following issues:

e ESHA’s QuickBooks Accounting System was not maintained after May 2015: Bylaws® require
ESHA Board to maintain an accounting system, which was in place from 2005 to May 2015.

e Banking transactions from 1/1/2016 thru May 2017 were not accounted for: Bylaws? indicate
Treasurer is responsible for providing accounting of transactions during their tenure.

1 Bylaws, Article VI, Section 3. Accounting System. “The Board of Directors of this corporation shall cause to be
established and maintained, in accordance with generally accepted accounting principles applied on a consistent
basis, an appropriate accounting system for this corporation.”

2 Bylaws, Article IV, Section 9 Treasurer. “The Treasurer shall keep accurate accounts of all moneys of this
corporation received or disbursed...shall render...an account of all of his or her transactions as Treasurer...”
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0 From May 2015 through 12/31/2016, no record of which homeowners paid and amount
of their payment was available. As a result, no individual homeowner accounts
receivables records were available.

0 Without individual homeowner accounts receivable balances, Echo Shores Homeowners
Association was unable to comply with Minnesota statute® requiring ESHA to provide
accurate Resale Disclosure Certificate.

e 2016 Profit & Loss (P&L) had not been prepared

e 2016 Tax Returns had not been filed

e 2015 P&L Contained Discrepancies: 2015 P&L (excel spreadsheet) had discrepancies of double-
counting transactions previously reported in 2014 P&L; and, therefore, not reconciling with the
12/31/2014 Balance Sheet.

The objectives of the Accounting Remediation Project were:

e Comply with bylaws requiring Board to maintain an accounting system.

e Comply with MN statute requiring ESHA to provide accurate Resale Disclosure Certificates.
e Preserve ESHA’s non-profit status and support potential federal or state audit.

e Accurately manage ESHA homeowner balances, moving forward from 12/31/2016.

o Produce 2015 P&L, without duplicating transactions from 2014 P&L.

e Produce prior year 2016 federal and state tax returns.

To accomplish the objectives, the Board defined the approach* and deliverables. The Board hired Ken
Franzmeier, Certified Public Accountants, to perform the one-time remediation services for $3,015 (24
hours). In addition, due to the lack of contemporaneous accounting, individual homeowner accounts
receivable balances could not be reconstructed, resulting in a write-off of $699.

VI. Architectural Control Committee

The Echo Shores Homeowners Association Board of Directors does not have the powers of the
Architectural Control Committee®.

3 Minnesota Statute 515B.4-107 Resale of Units. “In the event of a sale the unit owner shall furnish to the
purchaser...a resale disclosure certificate from the association...containing information...unpaid assessments, fines
or other charges...”

4Migrate Quickbooks 2013 file to Quickbooks 2017. Enter 2015 transactions (less than 100 transactions) from Excel
spreadsheet. Reconcile 2015 online USBank Statements to Quickbooks. In Quickbooks, enter (in batch) invoices for
annual 2016 dues of $225 for each of 85 homeowners. Enter 2016 transactions (100 transactions) from USBank
website into Quickbooks. Reconcile 2016 online USBank statements to Quickbooks. Prepare 2016 Echo Shores
Homeowners Association Tax Returns. If needed, update Quickbooks Homeowner list to match Paper-Based
listing. Write-off unreconcilable accounts receivables as of 12/31/2016. In Quickbooks, enter (in batch) invoices
for annual 2017 dues of $225 for each of 85 homeowners. In Quickbooks record all USBank transactions through
April 15, 2017. Reconcile Bank Statements through 3/31/2017. Turnover Quickbooks version 2017 file to ESHA.

5 Declarations, Article V, Section 12 Architectural Control Committee. “The Architectural Control Committee {is}...
Leonard Pratt...Lowell Pratt...Bruce Nedegaard...anytime after 100% of the lots...have been sold...then such Owners
of a majority of all lots shall have the power to change the membership..., eliminate..., or modify its powers and
duties. Such an action shall be effective only when evidenced by an instrument which has been...recorded in the
Office of the County Recorder and/or Registrar of Titles.”
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