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Dezu'Mr. Guenther;

Ite: Community Charges

Furthel t() oul ' letter dated Apri l  02, i1001. we write to advisc that we have coutpletec! our'
work as outlined in respect rrf community charges during the period January I to Decenrber
31,2000 as d isc losed by Car ibbean Developments Ant igua L imi ted (CDAL) to  Jo l ly
Harbour Homeowners Association. This lettcr sets or.rt the scope of our engagelnent, ollr
findings and conclusions.

'-ferms 
of Reference

Outlined below zue the terms of reference tbr this engagement.

I . Advise of eury' legal basis in Antigua for charging comntunity costs.

2. lteview the accounting system used for captufing and recording coJnrllLrnity
cL'\sts

Review the nature of conununity costs clrru-ges and advise on their
applicability.

Ascertain to what extent community costs are based on actual cliarges
incurred.

Review the basis of appor-tionment of costs and comrnent tliereou.

Ascerlain whether the correct total nurnber of villas and lots are used for
pulposes of al location of costs.

{

4 .

5 .

6 .

Jamss M.  Payne
Frank V. Myers
R€uben John
Br ian  Glasgow
Brenda Pope (Principal)I I t l'#r:Tffiffii#iil"r"lii*:"'
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Security -Patrols lnc.

Security costs used in the calculation of community charges include al l
security charges frour Patrols lnc aud Guardian Security except those costs
lbr the boatyard. Security costs included in conununity chalgcs arises as a
result of gualds stationed at tlie lbllowing:

. Sl'ropprng Area

. Golf Course

. Sewage Pliurt

Our review of a sample of invoices indicated t l iat two (2) invoices in the
amount of $ 2,052 relating to the boatyard wele inadvertently incluclecl in
comrnunity charges and billed to the homeowuers.

The security costs incurred includecl charges frorn both Patrols Inc. ancl
Guzu'dian Security even through the accouniis desclibed as Security-Patrols
Inc.

Security Salaries

This i tem of expenditure relates to the services of a Sccuritv Manaser who
was needed to oversee the guiuds l}om the two (2) seculity .onrprn[r.

The costs inciuded in. this ac'count represents both actual costs paicl fbr a
period of six (6) month and six (6) rnonths of estimatecl charces. EIf'ective
July 2000, the services of the security Manager was ternrinated and the
function was then provided by Jolly Beach Res6rts.

However, in Apri l  2001, Jol ly Beach bi l lect a roral cosr of $ 9,460 lbr
services between the period July to December 2000. However, because
CaribbeanDevelopments (Antigua) Limited continued to reflect a nronthly
charge of $6,353 for the period July to Deceniber 2000, the cost for these
services was overchalged by approxirnately $ 2g,655.

Landscaping

Landscaping^cqlls relate to all rnaterials anil garclening sr,rpplies such as
flower pots, fertilizers, grafting tape, hedge trirnlners anciwater cans.
upgn.re.ceip.t of invoices, al l  costs not pertaining to lanclscaping are
excluded and the remained recorded as corirnrunity charges. Howevir, in
our review, we lbund costs amounting to $2,620 which vier.e not relatecl to
landscaping but included in these costi.
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S e w a g e

The costs in respect of these charges arises principally frorn a contract witlt
Linde Limited 1'or operative and preventative maintenauce of al l  plant
I'unctions as well as ensuring the cluality o[ the e l'lluent discharge ll'onr thc
plant.

The sewage treatment plant at Jol ly Flarbour col lects sewage waste and
drainage water ll'orn bol"h Jolly Beach Resort and Jolly Halbour. The waste
and water collected frorn the drainage pipes located in these areas (including
the kitchen, laundry, roolns and bathrooms) ale channeled via uttdergt'ound
pipelines, to the sewage treatnrent plant for treatnrent ancl reusc by Jolly
Flarbour. Tlie treated water (or "gray watel" as it is cornnronly referred to)
is used by Jolly Harbour mainly for rnaintaining the lawn at the golf coulse
on a daily basis. The sewage by product is treated and allowed to settle and
dry and is then used as fertilizer for the plants rnaintained at the nursery.

Garbage Removal

Garbage removal costs relate to charges associated with the cleaning and
collection of garbage from the Jolly I larbour area. The transactions
included rnainly related to amounts invoiced by Environrnental Garbage and
Leroy Trucking for the collection and removal of garbage.

Environmental Garbage is nornral ly responsible for the collection of
dornestic waste while Leroy Trucking collects non domestic wasl,e plodLrcts
which are produced outside of the villa conununity.

Equipment l{ental

Equipment rental is related to costs associated with the rental of heavy duty
equipment such as backhoes and excavators. It also includes trucking costs
which relates to the transportation of rnaterials sucli as stone, cernent, sand,
lumber and steel to Jol ly Harbour. CDAL also rented its rnain off ice
computers for a period of thirteen (13) montlis which were also inclLrded in
these costs.
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Uni forms

Unilbrrn costs relate to the purchase of unilbrrns lbr the CDAL's ground
staff and admrnistlative metnbers of staff. Charees to this accoLlnt were
supported by invoices.

Vehicle F'uel

The charges for vehicle fuel relate to fuel taken at the Marina/boatyard at
Jolly Harbour for all of the conlpany's vehicles.

Eaclt driver of the company's vehicles signs an invoice lbr the l'r,rel which is
received for each vehicle. Costs are incurred irt  respect of the vi l la
community as vehicles are used for transportation of ntaintenance ancl
ground staf f ,  t ranspof t ing maintenance suppl ies,  p lants  and genera l
supplies.

U t i l i t i es

This item of costs repl'esents an esl.irnate of costs inculred for contntunitl,
lighting and water costs lbr gardening at the villa contmunity.

The charge was made after the company reviewed its recovenes 1'or utilities
lor the 1999 financial year. Recoveries ll'orri villa owners amounted to
$ 889,320 or just above fitty (50Vo) percent of the total electricity charges at
Jolly Harbour

Management is of the view that the recoveries were too low given the
rnagnitude of business conducted outside the adrninistrative and CDAL
operat"ed areas of Jolly l-larbour, srgnifying that there was a need to increase
the allocated aruount for seneral utilities.

General Maintenance

ceneral maintenance is cornprised o1 six (6) categories ol expenditure as
fbllows:



Maintenance - lnfi'astructure
Inventory - Cost of Sales
Maintenance - Bu'ge
Furniture Villas
Cleaning supplies
Merchandise - Cost of Sales

Jo l l y  Harbour  Homeow,ners  r l ssoc ia l io t t
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$ 695,4'15
8 5 5 , 8 5 9
6 5 ,  I  5 3

1 5 5 , 9 1 6
4,309
16"129

$ ]J9?Jtr

lVlaintenance - Infrastructure

with the cxception of inlrastructure maintcnance at the beuch ancl
comrnercial centre, al l  other infrastructure activit ies undertaken at
Jolly Fllu'bour are included in these costs.

The ntain items clf expenditr-rle included:

^/ I)urchasc of constnrction piles
^/ Repair of liigh volrage cable lar-rlts

./ Salauies ancl wages fbr maintenance
subcontractors.

In our review ol invoices, i t  was diff icult to ascertain infrasu'ucrturc
costs as i t  relates specif ical ly to the vi l la conrnrunity as thcr.c is no
dist inction made on the invoices. Based on our cl iscussions with
ntanagement, lt was revealed tliat infi'astrLlcture charges inclLrded as
it related to the vi l la cornrnunity conrprise of nrain*ienance of t l ie
seawall,  maintaining the exterior port ion of the vi l las and work
caruied out on cormrercial eueas.

Inventory - Cost of Sales

Inventory - cost of sales represents costs iu respect of uraterials ancl
supplies including furniture, fuel, paint, electr ical and plumbing
supplies,

At the end of every year, a physical stock count is done ancl an
adjustrnent made to the company's accour.lts to reflect thc actural
stock value. As at october 31, 2000, the conrpany reducecl the
value of its inventory-by approxinrately $ 203,000 after-having niade
provisions of $50,000 per month to r.eilect monthlv usase.



I large lVlaintenance

The barge, which is a snial l  vessel wit lr
execution oI a variety of activit ies such as
power washing of  pat ios.
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ruuditors to
o l 'obsolete

o{- sales in
are used in

a crane,  is  used in  thc
boat  l i f t ing,  p i l ing aud

In addit ion, the company was advised by i ts external
makc a provrsion of $200,000 to reflect the write down
stock.

The rationale representecl by CDAL, 1or including cost
general nraintenance is that i tems frorn the warehouse
genelal maintenance in tlte Jolly Halbour Deveiopntettt.

i+ .

The costs incurred is urainly conipriscd o1'expenditure for spare
parts for tlie barge.

l 'urn i ture-Vi l las

These costs relate to an audit adjustrnent which was advisecl by thc
company's auditors to write off furniture which has bcen considerecl
obsolete as they were damaged during a humicane.

Cleaning Supplies & Merchandise Cost of Sales

All of these costs are related to goll  expenditure and should not bc:
reflected as colnnlLlnity charges. Managemcnt has acknowledged
that these costs should be excluded.

Basis of Community Charges:

Conttuunity cl iarges are based on actual charges incurred during the conrpany's
financial year. However. at the end of the financial year, accruals are made for
those itenis of expencliture which have been incurred but invoices nray not have
been received at the tinie of closure of the colnpany's accounts.
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Based on our review of the individual accounts in thosc instances where accruals
have been made ,they have been found to be reasonable in the context of the alnoLlnt
of expcnditure incurred in that account.

Dur ing the twelve (12)  mont t r  per iod ended Decernber  31,2000,  t l te  cotnpany
changed its flnancial year end from December 31 to October 3 I . As a consequence.
actual expenditure incurred by the company was for a ten (10) month pcriod only.
In order to charge l iomeowners conlnl l lnity charges ou the basis of costs iucurre d
for a period of one (l) year the actual costs lor the ten (10) montlt  period rvere
projected lor a twelve ( l2) nionth period.

Based or1 our review, the average rnonthly costs for the ten ( l0) nronth period was
determined and extrapolated for twelve (12) rnonths. These calculations were tested
and found to be correct.

5. Ilasis of Apportionment of Costs

Gardeners '  Salar ies

The allocation of seventy stx(l6Vo) percent ltas beeu used by CDAL ancl is
based on the number of gardeners who work at the villas ancl conrnron areas
in relation to the totarl nurnber of gardeners.

Based on a review of the al location of ground staff,  we conrputed an
allocation percentage of seventy seven (77Vo) pcrcent. However, we are not
in agreement with the 501 division f-actorwhich has been used to determine
the per unit costs of conmunity charges as it relates to ground staf{ as it lras
been acknowledged that a groundsmen resources h;rs been used on
substanlial work done orr ilnd art-rund lots.

Secur i ty  -Patro ls  Inc.

The al location of security charges was tested on a sample basis by the
calculation of the proporlion of security hours associated with the Villas and
common aleas in relation to the total nuurber of security hours billcd.

In our review of the percentage allocation, security costs lbr the l'ollowing
aleas were excluded fion the computation.

. Jolly Beach Main Gate

. Colf Course
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Based on our assesstnent, t tr-e , i*ty (606o)percent al location basis usecl by
Caribbean Developrnents (Antrgua) Limited in i ts calcLrlat ion of corrnrunity
charges appeer reasonable.

Secur i ty  Salar ies

l'he allocation of one hundred (10070) percent of these costs do not appear'
to be justified because the service o[ overseeing the security guards relatecl
to al l  locations including the boatyard, shopping centre, golf course and
parking lot.
A tnore equitable basis would be to al locate these costs in t l ie sar.nc
proport ion to t l ie security charges in respect of Patrol luc. and Guardian
Security i .e. sixty (6080) percent.

Landscaping

The al location of ninety (90Vo) percent of landscaping costs to comnrunitv
charges is based on the level of estimated landscaping activity carried out at
the villas in relation to the totail landscaping activity.

S e w a g e

CDAL has r.rsed a ninety (907o) percent al location basis tor sewage
maintenance charges to the villa conrmuniry. Tlus allocation rs based on the
proport ionate arnount of sewage usage at the vi l las in relation to total
sewage usage at Jolly Harbour.

The basis of al location is questionable because thc charges bi l led by thc
service provider are related to the treatment of water, the end of prodLrct ol'
which is used to provide water on a daily basis to maintain thc lawn ancl
golf course. However, no port ion of the savings result ing f lorn the use o1'
treated water is used to reduce the charges to villa owtlers.

In addit ion, Jol ly Beach Hotel is charged nionthly by CDAL lbr having its
sewage and waste channeled througli  the treatment plant. A charge ol
seventy five (75) ccnts per head count is billed to the hotel lbr this service.
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In view of the above, the cl iarges to the vi l la owncrs should bc ledLrced by
the savings result ing f l 'orn the use of t reatecl  water and by an al locatecl
port ion of atnount charged to Joi ly Beach. Alternately,  a lower percentagc
basis for the allocation of tlie charges should be adopted.

( iarbage Removal

CDAL's al location of galbage lenroval costs ol 'eighty thrce (839'o) percent
is based on the estimated amount of garbage collected at the villa community
in relation to hotel garbage collected at Jolly Harbour.

An analysis of gzu'bage collection was done in lelation to donrestic and non
domestic waste products on the basis that Leroy's Trucking collectecl the
non domest ic  garbage which is  usual ly  p loduced outs ide the v i l la
community, whilst Environmental Garbage mainly col lectecl domestic
waste from the villa conrmunity and surrounding al'eas.

Based on the assulxption as outl ined above, the eighty thlee (83%) percent
allocation basis lbr garbage removal is considered reasonable.

I lquipment l lental

CDAL's al location basis for ecluiprnent rental ol '  60.3V0 is based ou the
estirnated anount of equipmcnt rental costs which relates to the l i i re o1
equipment in lelation to total usage at Jolly Harbour.

The basis of al location of equipnrcnt rental charges was rn respect of rental
costs related solely to the rental of backhoes and otl ier heiivy dLrty
equipment, despite the fact that the total rentai costs includecl computer
ret t ta l  charges and other  recurr ing costs  le la t ing to  the t ruck ing o l '
construction materials and supplies to the golf course and other areas ol '
Jolly l{arbour.

It was not possible to test the basis of allocation lbr this item <-rf expenditure
because invoices did not provide a breakdown of the expenditure incurred.

I O
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Uni forms

The al location of l i l ' ty (5070) percent of the costs incurred is base'd on t l te
amount of uniforms used by staff working ol1 the vi l las, cornpared to the
total numbers o1 uniform used.

Vehicle F'uel

The al location of f i fry (50olo) percent is bascd on the number ol 'velt icles
usecl by employees in-perfbrming their daily tasks at the villa comtrtunity itl
relation to the iotal company vehicles used by eniployees at Jolly Harbour.

General iVlaintenance

. Maintenance Infrastructure

An ellocation o[ twenry (20To) percent has been used by CDAL iutd
is based on tlie estimated anount of general maintenance at the villa
cornrnunity in relation to total general maintetrance at Jolly l-larbor-rr.
Managernent lias represented that because of the current systetn usecl
to record these cliu'ges, whereby all infrastructure costs are capturecl
in this account, a rninirnal allocation basis of twentv (ZOVo) pel'cellt
has been established.

Basecl on the Dresenl method of capturing costs, i t  is not possible to
comment on whether this basis is appropliaLc.

Inventory - Cost of Sales

An al location of twenty (20Vo) percerlt  is used ott the basis of thc
estilnated amount of general main'lenancc for the villa courntunity in
relation to the general tnaintenance at Jolly H;u'bour'.

I t  is not possible to ascertain whcther this basis ol al location is
iustified.

Maintenance-Barge

Same basis of allocation for rill other itenis of general nraiutetlance.

l l
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Number of Vi l las and Lots

The d iv is ion lactor  (501)  used by CDAL in  the ca lcu lat ion of  cotntnt t t t i ty  charges
includes al l  vi l las at the Jolly I larbour Development, including stalf vi l las ancl the
villas located in the adntinistrative buildine as follows:

Only the vi l las have been included in Lhe calculaLion of conrtnut.t i ty charges. Yet
discr-rssions with CDAL's rnanagement revealed that cornrnunity charges are not
solely collected ltorn villa owners, but are also collected h'orn lot owners who liave:
had any sort of construction activit ies carried out on their lot. As a result,  although
a 501 division factor representing total nurnber of vi l las is used iu dctetntiuing thc
per unit community charge, community charges arc col lccted lrom vi l la owners,
and lot owners, who were not included in the division factor.

The eft-ect of this approacli is that the cornparly recovcrs fi'otn owtrers an alnoLult
greater than the rotal comrnunity chalges incurred.

The division factor used by CDAL should represent the total unrts which 'uvi l l  be
billed for comrnunity charges. This in eflect would produce a lowet' colunlul.uty
charge per unit.

Unsold/Rental Villas
Sold Vil las

Proposed Community Charges

Caribbean Dcvelopn.rent Antigua [,irnited has
ref-erence to amendments to the calculation aurd

320
l 8 l

5 0 1

issued a proposal in May 2001 wit l t
allocation of cornnrunity chalges.

The new proposal explarns the rationale underlying the allocation of costs pcl'taining
to the comnunity charges. lt also provides a more equitable distlibution basis as in
addition to villas, lots would also be included in tlic division factor for cortununity
chalges. Since the services provided to lots and vi l las are basical ly iclcntical with
the exception of painting, CDAL in its ncw proposal has made an adjusttnent lor thc
charges between the vi l las and the plot ownels to accouttt for vi l la painting
expenses, which is a cost applicable solely to villa owners.

The conunercial centre tenallts have been levied a fil'teen (LSVo) Ilefcent surchiugc in
relation to community charges. KPMG in i ts review of the cornurunity charges
however noted that these amounts recovered were not deducted ll'onr the total costs
allocated to the conununitv.

T2
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However, in the May 2001 ploposal, provision has been tnade wltereby anroutlts
recovered f}orn contruercial centl 'e tenants would be crecl i ted against cotttt trunity
charges.

It nrust bc noted that inclr"rded in the new proposerl are addit ional cltarges to be
included in the calculation of corununity charges. These include thc fbllorving:

. Sixty (60Vo) percent al location of the General Manager atrd the General
Manager secretal'y's saliu'ies ;

.  Twenty f ive (25Vo) percent al location of the fr inancial Contlol ler ancl
Accounting staff salalies ,

.  Thirty (30V0) percent of the other adrninrstrative exl lel lses inclrrding
telephone, faxes, olf ice expenses, cor-nputer maintenance and consult ing
charges;

'  One hundred (100V") percent of audit I 'ees relating to extel 'nal auditors
reporting separately otl colltmultity cltu'ges;

. Thirty one (3lo/o) percen t of workrlren's cornpensatiolt  iusulancc- wil l
also be included in the calculation of commltnity charges.

KPMG in its analysis on the sewage account noted that ninety (90Vo) percellt of thc,
sewage maintenance charges are al located to the vi l la conurunity, aud t l te account
did not reflcct the port ion of the costs rccovered frotn bi l l ings to Jol ly Harbour.
KPMG was of the opinron that the al located percentage to the vrl la owners shott ld
be decreased or thc alllounts recovered fronr Jolly Halbour be charged against thc
account. It was however noted in the amended proposal that thc villa comntr-urily
will be charged at an allocated rate of filiy (50Vo) pelcent instead of the currcntly
established rate of ninety (90Vo) percent.

The groundstaff salaries and landscaping expenses allocatiou basis wrll be increasecl
from seventy six (167o) pcrcent and ninety (90Vo) percent respectively, to a onc
hundred (l00Vo) percent al location basis for both charges; while there wil l  be a
decrease in the garbage rernoval allocation basis lrom eighty three (83olo) percent ttt
fifty (50To) pelcent.

General maintenance includes maintenance of electrical lines and transl'onlters,
seawall,  water and dri i inage pipes, painting of comuron area walls, roads and vi l la
extcriors and the maintenance of the pronerty infrastructrlre and atlutinistration
block. General maintenance in the new proposal increased lrotn tweltty l20Tc)
percent to thirty three (337o) percent. Vehicle fuel rernained constant at I'ifty (507o)
percent, while there was a decrease in unifonn allclcation fiorn filty (50Vo) percent
to thirty one (317o) nercent.
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Jol ly  Harbour Homeowners Associat iorr
Cott t t t t t t t t i t t  (  l t t t rgr :

A t r t t t s t  2 -1 ,  200  I

Overall, with thc uew proposal in efl'ect, conmuttity charges woulcl be, srgnil'icantly
higher, cspecial ly given the fact that the General Mauager and his secretary's
salaries, the Financial Control ler and the Accounting staff salaries wor,r ld bc
incorpolatecl in the calculation of community charges at an al located late of sixty
(60Vo) percent. A sumruiuy of the cun'ent and prclposcd allocatiolt percentages is as
lolkrws:

CDAL
Current

Percentage

76%
60Vo
907o
90%
83Vo
20Vo

60.3Vo
50Vo
50Vo

l00Vo

CDAL
KPIVIG Proposed

F ' ind ings  Percentage

Gardeners' Salaries
Security
Landscaping
Sewage
Garbage removal
General mainteniurce
Equipment rental
Vehicle fuel
Unilorn-rs
Utilities
General Manager's salary
General Manager's Secretary's salary
Financial Controller's salary
Accounting staff salaries
Other adrninistrative expenses
Audit fees
Workrnen's cornpensation insurance

7J o/o
60%
TlVo

830k

l00o/o
l0o/o

I00o/o
50o/r:
50o/o
33Vo
40%t
50o/o
3lo/o
207o
60o/o
607o
25Vo
257o
30c/o

t00%,
3lo/o

In general, the deterrnination of the basis of allocation in several instances appeafs
to be arb i t rary  rather  than based on an indepth analys is  of  the par t icu lar
circumstances relating to the area of activity. The followiug ueas uray be wol'thy ol
more indepl"lr analysis:

. General maintenance

. Carden's salalies and landscaptttg expcuses

. Equiprnent rental

. Uniforms

. General Manager's, Financial Controller's and Accotrnting
Staff salaries

. Otlrer Adnunistrative expcnses

I.+
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Jo l l y  Harbour  Homeowt rers  Assoc ia t io t r
C otrt  tr t  tut i  t . \ '  C' I  t tr  r  g e.t

A t rp r rs t  2 -1 .  2 ( )01

Ut i l i ty  Charges:

Water and electr icity are provided to Jol ly Hzu'bour via the Antigua Public Uti l i t ic-s
Authority (APUA). APUA levies a charge of apploxinrately $0.69 per unit on
elect r ic i ty  consumed,  whi le  a c t rarge of  $0.50 is  lev ied per  ga l lon on water
consurned by the Developurent.

The homeowners are invoiced on a rnonthly basis by CDAL for their consunrl.rt ion
ol 'water and electr ical units based on readings obtained f lorn the instal led nleters.
The present reading (or the reading at the end of the month) is deducted l'rom tltcr
previous reading (reading at the end of thc previous rrionth) to ascertain the units of
water and electricity consurned dLrring the period.

The consumed units are rnult ipl ied by a standard rate of $0.77 and $0.-5-5 leviecl lbr
electricity :rnd water respecl,ively by the CDAL. These rates used by CDAL are terr
percent ( l}Va) higher t l ian the average rates levied by APUA ol '$0.67 and $0.05
respectively. KPMG irtquired of the Managcrnent of CDAL (representative - David
Watt) about the difference in the rates chargcd by APUA and that levied by CDAL.
It was represented by Mr. Watt that the infrastructllre in place at Jolly Harboul to
facilitate the provision ol'electricity and water was provided and paid loL by CDAL
(not APUA). As such, CDAL levies an addit ional ten ( i07o) percent charge on the
standard APUA rates to subsidise a port ion of t l ie infrastructure costs incurrred by
CDAL. The cost of the infrastructure was treated as a canital asset in CDAL's
accounts and was noi previously included in t l ie cor-r-rrnuir i ty chalges expensc
account.

In November ol the 2000 l lnancial year, APUA increased its electr icity pcr unit
cltarges from approxirnately $0.67 per unit [o an i lverage o1 $0.22 per unit.  As
such, eff-ective Jatrua'y 2001, CDAL has iucrcased its charges li'onr $0.77 per kWh
unit to $0.85 per uuit,  representing the increase $0.77 cl iarge plus the [07o ruarkup
lcvied by CDAL.

KPMG inquired of personnel at the APUA Flead Office of the basic standard rates
levied by it on its customers during the 2000 calendar year. It was represented that
lor water, the charge was $50 per 1000 galJons of watcr consutrred or $0.50 per
gallon, while for electricity there is a split c:harge of $0.40 per unit for l'Lrel variation
costs and a $0.27 electr icity charge per unit,  giving a total of approxirnately $0.67
per unit consumed. As such, KPMC is satisfied tliat the basic rates used by CDAL
to arrive at the electricity and water chiu'ges iu'e reasonable.

In fact, the average cost forelectr icity dLrring t l ie period August 2000 to July 2001,
based on t l ie rnethodology used by CDAL was $0.84 whilst the avererge cost
charged to honreowners was $0.81.
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Jol ly  Hurbour I lomeownet"s Associa l io t r
C' otrt t rt tt t t i  t I C lttr r e e s

Augtrst  2-1,  2001

Conc lus ion :

Based on our review and l indings in respect of the year c:ndcd Dccember 3 l ,  2000, we l ist
below reconunendations which should be considered lbr adontion:

1 .  Account ing Systern:

Sepalate cost centres should be established s<t as to faci l i tate the capture of
cotnmuttity related charges which as fhr as practical should uot be nuxed with non-
comnunity cha'ges.

This process wil l  recluce the possibi l i ty of errors resrrl t ing l ' rom the processing of
charges and places the emphasis on the need for the identi l ' ication of courrnunity
charges which should be cha'ged ro homeowners.

2 .  I n v o i c i n g :

As far as possible, suppliers of goods and services shoLrld be requested to iuvoice
separately fot '  contmunity and non related community charges. This approach
would have the effect of reducing the possibi l i ty of errors in the analysis and
allocation of invoiced iunounts liorn third parties.

This recomtnettdation ariscs ltorn the fact that during our rcview. wc noted that in a
sample test, there were al location errors in the f,roce.ssing of invoices which
resulted in overcharges to horrie owners in the lbllowing areas:

. Seeurity

. Landscaping

. Maintenance

3. Work Orders:

A system of work orders sltould be lbl lowed at al l  t irnes which would serve as the
basis for work to be carricd in respect of homeowners. Work orders woulcl then be
rnatched to respective invoices before invoices are appl 'oved 1or processing ancl
charged to respcctive comntunity charge accounts.
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Jot ly  Harbour  I lon teov 'ners  r {s 's r - r t ' i a / i t r t t
C '  onur tu t  r i  t l '  C  I  ru  r  g  e  s

A t t g u s t  2 3 , 2 1 ) 0  I

Allocation Factor:

11 the year  under  rev iew,  an a l locat ion lactor  o f  f ive hurrdred and ot le  (501)
representing all villas was used as the basrs of the allocation ol'cotttttlr-rnrty cltal'ges'
However, c-ornmunity chiu'ges were in lact recovered frotn both villa owners aud lot
owners who had auy sort ol cottstruction activity cauried oli their lots.

T[e aliocation lactor uscd shoLrld accuratcly rcl]ect tlte uttttibet'ol-owncrs brlled tbr
conrnrunity charges including botlr lot and vi l la ownet's thelcby l l tcveutit tg arl over
charge to one (l) group r.rl r:wners.

Credit lor l tecoveries:

In instances where there are recovelies in respect ol aruounts chiuged as conttnuuity
chalges, such recoveries should be credited against cotrunuttity cliarges theleby
reducing the final chalge to villa and lot owlters.

ln particulu, recoveries liorn cornmercial tenaltts in respect of general upkeep arld
maintcnance and sewage recoveries l l 'onr third part ies should be credited to
conulunity chzuges wherc the respective expense has been incurred.

Percentage Al locat ion:

Based on a review of t l ie exist ing and ploposed percentage al locations, there
appeiu's to be no substantial underlying rationale or basis which could be reviewed
to ascertain the reasonableness of the allocations.

For each class of expenditure, the basis of detemrination of al locatiotr percentages
should be clearly identified and docuureuted in order that tircir reasouableness c<tuld
be assessed otherwise it gives the irnpression that percentage allocations have been
arbitlarily determined.

5 .
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Chutered Accountants
Antigua and Ilubuda

August 23,2001
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