Board Approval Request: Reconstructed Financial Balances and Reconciliation to April 2026 Financial Reports
Purpose
The purpose of this report is to request Board approval of the reconstructed expense and reserve balances as of December 31, 2025, and to document the successful reconciliation of those balances to Sunstate HOA Management Company's April 2026 financial reports.
The reconstruction and reconciliation efforts were undertaken to establish an accurate financial baseline for the Association during the transition from Keys Caldwell to Sunstate HOA Management Company. The results have been reviewed and validated by the Patios Treasurer and Sunstate's Accounting Department and will be discussed with both the Board of Directors and the community during our next board meeting. 

Executive Summary
The Association undertook a comprehensive reconstruction of its December 31, 2025 operating and reserve financial balances. The effort became necessary after significant discrepancies were discovered within the December 2025 financial reports generated during Keys Caldwell's accounting-system conversion.
Using historical records, archived reports, supporting documentation, and extensive review by Sunstate's Accounting Department, reconstructed year-end balances were developed for both operating and reserve accounts. These balances were subsequently used as the official baseline for reconciling the Association's financial position into Sunstate's accounting system.
The reconciliation effort successfully demonstrated agreement between the reconstructed balances and Sunstate's April 2026 beginning balances. Only two minor operating-account variances remain for administrative follow-up and are not considered material to the overall reconciliation.
Additionally, approximately $14,000 of reserve interest from 2024, 2025, and 2026 was identified as not having been properly reflected in reserve account reporting and has now been incorporated into the reserve-interest account balance. 

Section 1
Reconstruction of December 31, 2025 Financial Balances
Background
In December 2025, Keys Caldwell notified the Association that it would migrate to a new HOA management system effective January 1, 2026.
Although the conversion occurred on schedule, the December 2025 financial statements contained numerous discrepancies, including:
· Invoices that should have been recorded and paid during 2025 but remained outstanding.
· Invoices reflected as payable in 2026 despite having already been paid during 2025.
· Reserve balances that did not appear to be reconciled to supporting records.
· Other operating and reserve account inconsistencies identified during review.
After numerous errors were documented and communicated to Keys Caldwell, the Board determined that confidence in the year-end financial reporting had been compromised. Subsequently, the Board approved transitioning management services to Sunstate HOA Management Company with a targeted implementation date of April 1, 2026.



Reconstruction Methodology
To establish an accurate financial baseline, the Patios Treasurer worked directly with Sunstate's Accounting Department to reconstruct the Association's expense and reserve financial positions as of December 31, 2025.
The reconstruction process included:
· Reviewing archived financial records dating back to December 2023.
· Analyzing operating and reserve account activity.
· Identifying and correcting misclassified and missing transactions.
· Evaluating unpaid invoices and duplicate postings.
· Verifying reserve contributions and reserve-interest transactions.
· Developing reconciled operating and reserve balances independent of the December 2025 Keys Caldwell reports.
The reconstruction methodology and findings were presented to both the community and the Board during meetings conducted in the first quarter of 2026. Feedback received during those presentations was incorporated into the final reconstructed financial position. 
Key Findings
The reconstruction effort revealed that approximately $14,000 in reserve interest had not been properly reflected in reserve-account reporting spanning 2024 through 2026.
As a result of the reconstruction process:
· Accurate operating-account balances were established.
· Accurate reserve-account balances were established.
· Missing reserve interest was identified and properly recorded.
· The reconstructed financial position became the official baseline for all subsequent reconciliation efforts associated with the transition to Sunstate.
The Treasurer, Board of Directors, community members, and Sunstate Accounting Department extensively reviewed the reconstructed balances before completion of the reconciliation effort. 


Section 2
Reconciliation to Sunstate April 2026 Financial Reports
Background
The transition to Sunstate HOA Management Company was successfully completed with an April 1, 2026 implementation date.
Once the conversion was completed, the Association's primary objective became verification that Sunstate's beginning balances accurately reflected the reconstructed December 31, 2025 financial position. 

Reconciliation Approach
The reconciliation process utilized:
1. The reconstructed December 31, 2025 operating balances.
2. The reconstructed December 31, 2025 reserve balances.
3. January through March 2026 expense activity.
4. General Ledger Trial Balance reports covering January through March 2026.
5. Sunstate's April 2026 financial statements and supporting balance-sheet information.
During this effort, Sunstate Accounting personnel independently reviewed and verified balance-sheet information and performed additional reconstruction work where necessary to ensure financial accuracy.
Errors identified during the December 2025 reconstruction process were incorporated as corrections within Sunstate's accounting records and financial reporting. 




Expense Reconciliation Results
The operating-account reconciliation compared:
· Reconstructed December 31, 2025 balances,
· January through March 2026 approved expenditures, and
· Sunstate's April 2026 beginning balances.
The reconciliation was successfully completed and demonstrated agreement across all significant operating-account categories.
Two minor variances remain:
	Account
	Variance

	General Maintenance
	$0.10

	Clubhouse Cleaning
	$34.12


These variances are immaterial to the overall reconciliation and will be reviewed with Sunstate for final resolution. 

Reserve Reconciliation Results
The reserve-account reconciliation compared the reconstructed reserve balances to Sunstate's April 2026 reserve balances.
The reconciliation demonstrated that Sunstate's beginning reserve balances matched the reconstructed reserve balances developed during the reconstruction initiative.
This result provides reasonable assurance that reserve balances were successfully transferred into Sunstate's accounting system and that reserve reporting is based upon the corrected year-end financial position. 



Conclusion
The reconstruction of the December 31, 2025 operating and reserve financial balances and the subsequent reconciliation to Sunstate's April 2026 financial reports have been completed successfully.
The reconstruction effort corrected numerous reporting discrepancies, established an accurate financial baseline for the Association, identified approximately $14,000 in previously unrecorded reserve interest, and provided a verified foundation for financial reporting under Sunstate HOA Management Company.
The reconciliation results demonstrate that Sunstate's beginning balances accurately reflect the reconstructed financial position of the Association, with only two minor operating-account variances remaining for administrative follow-up.
Continued oversight and periodic review will be performed by both the Board of Directors and Sunstate's Accounting Department to ensure ongoing financial accuracy and transparency. 
Board Approval Request
The reconstructed expense and reserve balances as of December 31, 2025, together with the reconciliation to Sunstate's April 2026 financial reports, have been reviewed by the Patios Treasurer and Sunstate HOA Management Company's Accounting Department.
Based upon the completed reconstruction, validation, and reconciliation efforts described in this report, the Treasurer recommends that the Board of Directors:
1. Approve the reconstructed December 31, 2025 operating-fund balances.
2. Approve the reconstructed December 31, 2025 reserve-fund balances.
3. Adopt these balances as the Association's official financial baseline for the Sunstate conversion.
4. Acknowledge the satisfactory reconciliation of these balances to Sunstate's April 2026 financial reports.
5. Authorize continued monitoring and resolution of the two minor outstanding operating-account variances. 


APPENDIX A
Reconstructed December 31, 2025 Operating Balances
Exhibit A-1
Patios Reconstructed Expense Balance Report
[image: The image shows a detailed accounting spreadsheet with various financial entries, including income sources like service fees, interest, and surplus carry forward, and expenses such as administrative, legal, and insurance costs, leading to total operating income and expenses.

AI-generated content may be incorrect.]Narrative Description
Exhibit A-1 presents the reconstructed operating-fund balances as of December 31, 2025. The schedule reflects the identification and correction of accounting discrepancies, adjustment of invoice postings, and verification of operating expenses required to establish an accurate year-end operating position.
These balances served as the foundation for all subsequent operating-account reconciliation activities.



APPENDIX B
Reconstructed December 31, 2025 Reserve Balances
Exhibit B-1
Patios Reconstructed Reserve Balance Report
[image: The image displays a financial report detailing various expenses and contributions for irrigation equipment and services, including pumps, valves, and clocks, for the months of January through December 2024.

AI-generated content may be incorrect.]Narrative Description
Exhibit B-1 presents the reconstructed reserve-account balances as of December 31, 2025. The reconstruction was developed using archived financial records and reserve-account activity dating back to December 2023.
The schedule reflects corrected reserve balances and incorporates reserve-interest adjustments identified during the reconstruction initiative.




APPENDIX C
Operating Account Reconciliation
Exhibit C-1
April 2026 Expense Reconciliation
[image: The image is a detailed income statement or budget forecast for the month of April, listing various income sources, operating expenses, taxes, and other costs, with total operating income and expenses clearly broken down.

AI-generated content may be incorrect.]Narrative Description
Exhibit C-1 demonstrates the reconciliation between reconstructed December 31, 2025 operating balances and Sunstate's April 2026 beginning balances. The reconciliation incorporates approved expenditures occurring during January through March 2026 and validates the operating-fund conversion into the Sunstate accounting system.
The exhibit identifies the only remaining variances of $0.10 and $34.12 for final review.



Exhibit C-2
January-March 2026 General Ledger Trial Balance
[image: The Patio Homes of Chestnut Creek Owners Association, Inc. financial summary for Q1 2026 shows various expenses including insurance, management fees, grounds contracts, maintenance, and reserve contributions.

AI-generated content may be incorrect.]Narrative Description
Exhibit C-2 provides supporting General Ledger activity for the January through March 2026 period and documents the transactions utilized during the operating-account reconciliation.



APPENDIX D
Reserve Account Reconciliation
Exhibit D-1
Reconstructed Reserve Report
[image: The image displays a financial summary with entries for various irrigation-related expenses, including costs for pumps, valves, clocks, and other equipment, along with their respective balances and contributions.

AI-generated content may be incorrect.]Narrative Description
Exhibit D-1 contains the reconstructed reserve-account balances used as the baseline for reserve reconciliation activities.



Exhibit D-2
Sunstate April 2026 Reserve Financial Report
[image: The document lists various accounting categories, such as Professional Services, Irrigation Equipment, Tennis Court, and Pool Heater, with their respective allocated funds and balances.

AI-generated content may be incorrect.]Narrative Description
Exhibit D-2 presents Sunstate's reserve balances as reported in the April 2026 financial statements. Comparison of these balances to Exhibit D-1 demonstrates successful transfer and reconciliation of reserve-account balances into the Sunstate accounting system.
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YTD YTD YTD YTD Current
Balance 1/1/26 Contribution Allocation Expense Interest Balance
3510 Professional Services $ 6,999.99 - - - - 6,999.99
3512 Irrigation/Pump House Equip 4,455.74 24.04 - - - 4,479.78
3514 Irrigation Valves 64,229.81 182.67 - - - 64,412.48
3516 Irrigation Pumps 23,424.24 62.53 - - - 23,486.77
3518 Irrigation Clocks 142.37 12.12 - - - 154.49
3520 Irrigation J Pumps 3,495.09 13.92 - - - 3,509.01
3522 Irrigation Pipes/Wiring 38,550.64 146.66 - - - 38,697.30
3524 Tennis Court 3,569.16 2,428.89 - - - 5,998.05
3526 Shuffleboard Courts 2,200.00 260.00 - - 2,460.00
3528 Catastrophic Event 35,000.01 - - 35,000.01
3530 Street/Parking Lot 14,954.01 167.44 - - - 15,121.45
3532 Kitchen/Office/Interior Paint 6,814.89 69.01 - - - 6,883.90
3534 Clubhouse Roof 16,352.41 502.34 - - - 16,854.75
3536 Clubhouse Furniture/Carpet 3,273.29 716.30 - - - 3,989.59
3538 Clubhouse HVAC 11,710.20 394.75 - - - 12,104.95
3540 Clubhouse Exterior Paint 6,440.68 - - - - 6,440.68
3542 Pool Resurface 11,999.95 - - - - 11,999.95
3544 Pool Deck 4,071.88 242.85 - - - 4,314.73
3546 Pool Furniture/Equipment 8,169.90 140.56 - - 8,310.46
3548 Pool Heater/Mixing TanklEquil. 1,132.68 1,877.73 - - - 3,010.41
3549 Awnings - 236.28 - - - 236.28
3550 Oak Trimming 17,000.00 - - - - 17,000.00
3551 Landscape Replacement 27,505.79 - - - - 27,505.79
3552 Special Projects 2,294.77 - - - - 2,294.77
3554 Insurance Deductible 18,934.56 1,177.57 - - - 20,112.13
3599 Reserve Interest 22,239.70 - 13,984.79 - 1,025.63 37,250.12
Total Reserves $§  354,961.76 8,655.67 13,984.79 - 1,02563 ___ 378,621.85

Expense Details Allocation Details
3510 Professional Services 4/1/26 To record adjustment for Reserve balances $ 362.94
per BOD 2025 ending balances
Total § = 4/01/26 To record interest from Charles Schwab $ 11,466.93
account not previously recorded in 2024-2025
3512 Irrigation/Pump House Equipment 4/01/26 To record interest earned but not recorded in $ 2,154.93

2026 for Charles Schwab

Total $ -
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3115-00 PROFESSIONAL SERVICES
3120-00 IRRIGATION: PUMP HOUSE, EQUIP.
3121-00 IRRIGATION: VALVES

3122-00 IRRIGATION: PUMPS

3123-00 IRRIGATION: CLOCKS

3124-00 IRRIGATION: J PUMPS

3125-00 IRRIGATION PIPES & WIRING
3150-00 TENNIS COURTS

3155-00 SHUFFLEBOARD COURTS

3180-00 ASSOC. CATASTROPHIC EVENT
3310-00 STREET/PARKING LOT IMPROVEMENT
3340-00 KITCHEN, OFFICE, INT. PAINT
3520-00 CLUBHOUSE ROOF

3530-00 CLUBHOUSE FURN/CARPET
3540-00 CLUBHOUSE A/C & HEATER
3550-00 CLUBHOUSE PAINT-EXTERIOR
3605-00 POOL RESURFACE

3610-00 POOL DECK

3615-00 POOL FURNITURE / EQUIP.
3630-00 POOL HEATER/MIXING TANK/EQUI
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1/31/2025
Balance
6,999.99
4,312.96
63,684.65
22,424.78
3,047.43
3,453.54
38,005.48
4,755.82
2,200.00
35,000.01
14,473.37
6,581.25
14,820.77
1,066.69
13,289.54
6,427.70
11,999.95
3,357.98
10,518.94
4,591.38
17,000.00
17,705.89
17,394.77
18,077.88
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6,999.99
4,325.94
63,734.21
22,515.64
3,050.97
3,457.08
38,055.04
3,179.76
2,200.00
35,000.01
14,517.03
6,602.49
14,960.01
1,267.29
13,309.60
6,428.88
11,999.95
3,422.88
10,521.30
4,695.22
17,000.00
18,596.79
17,394.77
18,155.76

November
Balance
$ 6,999.99
$ 4,442.76
$ 64,180.25
$ 23,333.38
$  138.83
$ 3,491.26
$ 38,501.08
$ 3,530.22
$ 2,200.00
$ 35,000.01
$ 14,910.35
$ 6,793.65
$ 16,213.17
$ 3,072.69
$ 11,690.14
$ 6,439.50
$ 11,999.95
$ 4,006.98
$ 8,167.54
$ 1,028.84
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27,505.79
2,294.77
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The Patio Homes of Chestnut Creek Owners Association, Inc.
GL Trial Balance For 1/1/2026 - 3/31/2026 B2 G !

7115 - Insurance 0.00 4,377.06 - 4,377.06
7125 - Management Fee 0.00 2,890.50 - 2,890.50
7190 - Administrative Expense 0.00 2,037.58 - 2,037.58

¥4 7210 - Grounds Contract 0.00 30,431.00 - 30,431.00
7211 - Grounds Maintenance & Supplies 0.00 1,522.71 - 1,522.71
7212 - Irrigation Contract 0.00 5,700.00 - 5,700.00
7214 - Irrigation Maintenance 0.00 2,885.43 - 2,885.43
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7310 - Pool Contract 0.00 2,715.00 - 2,715.00
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7510 - Water/Sewer 0.00 1,007.67 - 1,007.67
7515 - Electric 0.00 3,882.87 - 3,882.87
7525 - Telephone 0.00 \ 38837 - 38837
9010 - Transfer to Reserves 0.00 \ 6,491.64 - 6,491.64
9012 - Reserve Interest 0.00 198.43 - 198.43
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$ 6,999.99
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