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Independent Accountant’s Kepoit
On Applying Agreed-Upon Procedures

Mr. Marc Markel _
Arorney for Pecan Plantostion Owners’ Association, Inc,

We have performed the procedures enumerated below, which were agreed 1o by vou, solely to
assist you in evalaating the internal comdrols which failed 1o prohibit an improper payment of
sales 1ax and the mely request for refund. You are responsibie for the reguested procedures.
This apreed-upon procedures engagement was condocted in accordance with attestation
starnclards established by the American Institute of Centified Public Accountants. The sufficiency
of these procedures 1s solely the responsibilily of the parties specified in this report.
Consequently, we make no representation regurding the sufficiency of {the procodures deseribed
below eitther for the purpose for which this report has been reGuested or {or any other purpose.

The following proceduras we performuoed have been agreed 10 by the audit committee of PMOAC

1,

[

Review the supporting contract to determine that funds remitied were in accordance with
the vendor requirements.
RCO revicwed the contract and bid document 1o defennine the party responsible for

paying the sales tax Hability, The bid document states in item 1,58 that PPOA s a

govermnental entily which means it 1s not subject to sales tax. Page 19 of the bid

contract was (o be used. A separated contract was oot usaed, the bid did not separacce
materials from labor,

At the feast the bid document was confusing regarding sales tax, In one part of the bid
document PPOA says it is npot subject to sales tax and in another part #t indicates {1 15,
The evaluation of JRI Paving’s bhid by Wilson & Company noted that the sales tax form
was not submitted. This would seem o indicate that JRT Paving was a lump sum
coittraet, Linder that form the contractor pays sales tax on the materials ag he purchases
therm. The contract price inchades the sales Lax,

Daocument and repart on the levels ol suthornzaton and addittional written documentiation
reparding subsequent collections from the State of Texas.

Seo Exhibil A for sequence of events related o the pavment and subscquent attemnt to
codlect refundd.
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3, Provide information or recommaeandations for improving accounting controls related
this rayment.

* The “;dlﬁ"i tax rrﬂmﬂd 1o th.i::.s contract was aa.-::nu:{:l :ﬂnd ﬁub"acqu':ml} p&td i error,

paid b}, eluur::amc 1mnafﬁr Curmmi} ali dwburﬂmnﬂmﬂ evern ma:.,urrm&,
{i!ﬂhﬂI‘SLmEﬂlﬂ {mﬂnuai Or. ﬁflﬂﬂtl*{‘}ﬁlL) over a gertain threshold are reviewed and
approved.
e  The PPQA could not locate the ﬁ.til},f %15;:1@;} contract when the Comptroller

requested it. Significant construction contracts should be mainmined for at least
three years after the expiration of the contract, We ruu::m:rmnd a record retention
policy be adapted.

» The correspondence from the comptroller specifically details deadlines and
procedures for the refund process {s¢e Tachibit BY. In a letter dated March 26,
2007 the Lf}mpuaiief denied the refund request and notified PPOA of the appeals
process, which is 10 reguest a refund hearing within 30 days. PPOA took no
action to request the hearing. Any coriespondence from tax authorities should be

maonitored by the board and..hﬁﬁ_{iiﬂd by professionals who have expertise with
complex tax and regulatory issdics,

o  Seeitems identified and recommendations included in Fxhibit A,

appﬂmi

We ware 110d engaged o and did not conduct an examination, the obiective of which would be
the expression of an ﬂpiﬂicfﬂ on the mformation in the first paragraph. Accordingly, we do not
E"{pi eSS HLHJ‘] At ﬂpmmn Had we pﬂrit}:mﬁ& addumnal pmcmim s, mhu matters might have

This report is intended solely for the Mgtmﬂan ﬁﬁd use of the audit commities and
manugement of Pecan Plantition Owpers™ Association and 1s notimtended 1o be and should not
he used by anvone other than these speciiied parties.

Lol o, Clasy FOpnt, LLw

March 11 2010
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ENHEBRIT A

PECAN PLANTATION OWNERS® ASSOCIATION
SALES TAX REFUND CHRONOLOGY OF EVENTS
IDENTIFIED CONTROL FAILURES

May, 2008 Pecan Plantation Ovwners’ Association {PP(TJA) entered into a t:mu:mﬂi with JRY Paving Co.
(JRI) for street paving work to be done within Pecan Plantation.  The total contract price was
93, 919049080, Work commenced almost immediately,

INTERNAL CONTROL FATLURE — PPOA either misplaced the signed contraet or never obtained
one, Recommendation — Cotitracts should be properly execufed by all parties ard retained for 4 years
following completion of project.

INTERNAL CONTROL FAILURE — The sales tax issues were lli‘ll;}ﬁsif in the bid document and not
addressed tn the contraet. Wilson & Company’s evaluatnon noted the sales tax form was not compicted.
This should bave triggered a guestion about the sales tax issue.

INTERNAL CONTROL. FAILURE — Tax status of organization was not known and could not be
refuted with vendor. Recommendation — Understanding tax and giber related regulatory complance
requirements are eritical for financial and admimstrative oversight of PPOA. (:upiﬂs of slate exemption
should be retamned permanernily.

July, 2006  As the contract performance was drawing to a close, PPOA accoumting personnel discovered
that the original contract in our files was signed by PPOA officials only,  .and not by JRI. In addition, the
Sales wmx form in the Contract was not completed because JRI inttially believed PPOA was a
municipulity, Informed that the PFOA is oot 2 ounicipatity, JRJ took the position that PTOA was
therefore respongible for any and all salesfuse tax which might eppiy to the paving of its streets. PRPOA
accounting personnel contacted the Texas Comptrolier and was told that such liability would be limited 1©
the raw materials used o the project, i the materials were segregated in the contract or the billings,

Based on this information, the aceounting personnel calculated an ggtimpate of the ¢ost of raw materials
($2.378.,476) and acerued the possible salesfuse tax Hability to PPOA’s books. This recorded liability was
not suppased to be paid until it could be determined that it was indeed owed. PPOA was merely frying to
be conservabive in ity Onancial reporting. -

September, 2006 Unfortunarely, the accrued tax amount ($159,542.91) was accidently paid when the
regular sales fax was subimitted for the month,

INTERNAL CONTROL FATLURE — The estimated sales tax was paid with no supervisory review for
accuracy. Currently, all disbursements mciuﬁmg electronic transactions exceeding 51,000 are reviewed
and approved by a2 board member.

November 8, 2006 PPROA Gled an amended retem with a letter of explanation for o full refund of the
156G 54291,




MNovember 7, 2006 In response (9 a phone call from the Tax Office reguesting a detailed explanation,
aneobhar letier was faxed tao “Marcelia®™ that sames day explaining whal bad taken place.

RDecember 4, 20046 PPROA owas advised oy phone that amy refund roguest over 525 04040 must be reviewod
b an audditor, PPOA was given the phone namobesr of the :audﬂ dﬁpﬁj‘tmmn arel told they were the ones

who would petualiy handle the refand cheoclk,

SJapnuary T, 2087 PPROA fionally received an commdl from Barvey Whilliams, the auditor who had been

awgignoct fo the PIYOA claom. Ble requested additional docomentation, noted that tus was attaching a 30-
FPECYA

day letter to the cmail and explained the consequencss for not meeting the 30-day deadline,

apparently reaponded timely with all docwmnentation requested, except we were uneble to obiain JRJI
sipnaiures on the contract. Our cony Bad been signed by FP{}A f;-n}:f angd at this stage, JRS refusad 1o

answer any reguests for the needed docuamonts.

INTERNAL CONTROL FATLURE — Board was apparently not appraised of this regulatory request (o
documents and no mwomitoring wos i place o meet the reguived 30qtay deadiine. Failure in
gdmuimnistrative oversight, Recongpendation - Genoeral manaper should roatinely communicate
regulatory requests and stetus of outstanding mems dertag the mosnthly board raeelings.

Murch 12, 2007 PPFOA filed an amended request for refund hﬂsﬂd on actual materiad costs (51,796,067
Frally obiadned from JIF. Fhe gmended pefundg arsoont was T39193 18,

March 26, 2007 FPOA received notiee that their ariginal elairn had been olenied due to fsilure W
prrovide recpuaested additionast records per 30-day levter dated 172907 The rassing information was that

d I{ P dsacl ﬁul 51 gnﬁ-ﬂ the ::umtm r.:l; aﬁ-ﬂ*y FF{JA I}ﬂ?‘ﬁmﬂﬂﬂ‘l had sigrned it Howewer, the contract contained the

INTERNAIL CONTROL FAILITRE — The notice recdived Trom the Comprroller stated thar an apposd
could e Aled refated i the seflndd demial. WNo action was takon by PPOA Cse¢ copy of ratice at Exhibit
. Recommendation — See aboave., " -

Y whouald have bHeen

TWNTERNAL COMNTROL. FAILIIRE - Legal counsel with expertise in Ysales tax
engrareecd omonths proor o this tirme aned used for actiong with the State of Texas,

Jualy 16, 2007 PPOA reocived a 30-day toticor from My W:Ilzuma regarding the ameoended request for
refund, asking for all the same dodurmmentution as before. All docwmenis were sEnt 1 hun TIEEIT O
81 mfﬂﬁ{}?‘ cdeadiine, bt again the contract sull lacked JRT signaiures,

INTERMNAL CONTROL FAILLLURE - Board was not updated on ﬂ;ﬁp&qi prrivooss g the failurs o
obtain signatuares, Roeconunendation - Sec abowe, :

MNovembrer 260, Z0407 Moo Wallioans responded 1o PPOA s sy as 1o fhier statug of the audit. .. stating
thiat he had beon off work doae to surgery and that the claon had been assigned 1o another avdicor,

MMovomber 28 2IHMF7  NWoew auditor, ["ﬁ'nn}' Ciumnfory, raguestced various ﬂdﬂiiﬂm:.a“[ docurments, ail of wihich
T iﬁfﬁ'hbnihﬂ rively . The convract provided, however, st had only PPOIA signatares.




Jancary 23, 2008 Penny ﬂumfm'}r ot werthy FF'LEM"P{“‘C* coentraller Robert Crstarling and assistant
controlier Jamce Hchrfﬁky i their offices at Pecan Plantation. - She informed thern that a parial cefund in
the arnount ol %41 4538 9% would be forthecoming Based on her aadis,. She also grated that they should
recedve an additional $1 12,103 52 rofund Corad of both refonds eguals $159.542.91) beeause PRPOASPPRCO
st i mewver have boen assasseed u'n;;.e‘ tax on any portion of the project,. B was her ds Lhﬂﬂlﬂﬂt‘lﬂﬂ the

B A showld e considered the smme ags g rounicipalicy. Ehh stnted she would contact the state office and
ricguest The Full refuned.

IMTF ™™ AI_.. COOMNTROL FAKLUKE — Faiure (o communicatie tonely o Board regarding
corprmoycatioons with State of Texas, Adnunistranve/Board oversight and monitoring.
Lecommendations - Sev alvwoee

March 17, 2008 Taxpoyver received ietter denying ¢inim for refund in sccordences with tax Rolc

3. 32R e which staws that a retund cannot be considered f 3t has baen previousty deniexd ghae to Failure
toy proavide docomentation reguesied . . sogned oy Pravid T Broswen.

April 3, 2008 Taxpayer received a letier frorm audsior Penny CGumiory stating that the relund she thopght
'uuuuhj ’hi:- {urli':lf. :‘ﬂ‘ning dﬂﬁi"r he"b ﬂ'udi"t WA 'ht:iﬁg EiLl'EI‘if:d for the BAITIE. TaASOnN (sce Marﬂ:h 17 She further

Aprl) 29, 2008 My Robort Osterbing filed o reguest for o hearing.

INTERNAL CONTROL FATLLRE . Adminigtrative delay in reguesting hiearing and obtaining hegal
roparessmaraiatiors ko handle Gloaes with Siaee Of Texas, .

June 12, 208 Adorney Popiey Deanda iy assigned 1o the hearing oo reproasent the Koorpsrolier.
(Detoher T3, 2008 Trevor Moore replaces Pegoy DredAandn.

~Novembor G, 2008 PPOA received a Posilion L-ﬁ’ritﬂr asking PPOA (O agree or disagree WH:]'! T.hm denial
of the retunct ciasirm.

Doecernber 1%, 2008  PROA Hled a disagresment with tax divigion’s Pogition Lotter,

INTERNAL CONTROL. FASLURE — Administrative delay — 6 weeks in corrective action.
Reconunmendation - Lopal counse? should e filing actions.

Suamary 14, 2009 PROAPICC conmoted Sate Senator Kip Averitt’'s offioe for asyisianoe,

Felreaary 27, 20000 | snda Tomlinson, PPOA Treasurer, emailed the Comptroller withvddrmwing the
rezgpest for refund hearing based on advice from Iopal couoansel,

SNEaarch 31, 2009 PP recosived oorifeation oF Tax EDDivision™s dismmussal of claim doe to PPOMA s
withadragwal of cluimn. Comphroalier™s decision no refundg due.,

e A T LALLM IEIEE lma e s s ErEESpmErEreprmsmsmems



EXEHERIT B

COMPTROLLER QF PUBLIC ACCOUNTS

P.O. BOX 18528
AUSTIN, TX 78711-3528

March 26, 2007

Janice Schefeky

Assistunt Controlier

Pocan Plantation Country Club, Inc
8050 Westoyer O,

Granbury, TX 750494233

Re: Sales and Use Tax Kefund Request ,

Taxpayer Nugaber 17516407883 N
Refund Pericd; August 1, 2006 through Aupust 31, 2006 .

Plear Ms. Schelsky:

Your refund claim covering August 1, 2006 through Aupust 31, 2006 his been mvigwed,
and our examination indicates that the requested refund mast be fully denied. The refund
i3 being denied for the following reason{s): failure to comply with the 30.day request for

additional records dated January 29, 2007.

If you disagree with the denjal or believe that your refund request er documents were not
properly consiierad, you are gatitied to appeal the denial by requesting arefund hearing,
The writtt:n reguest {Smmmmt of Gfﬁﬁlﬂdﬁj must be submitted vﬁ.th:n 31} days of the date

disagreo wxm the dﬁemﬂi Sew: 34 TAC 86 1.5and 1.7. A ¢opy of the Rules of PIMI’.IE—E and
Procvedures can be foung on our webgite at waw, ?ﬂmdgmmm Additional
supporting dosumoentation should socompany the requost, and the written request shnuld

be timsly mailed to;

Compiroaller of Public Accounty
Audit Procesaing Secticn
PO Box 13528
Augtin, TX 78711-3528



Pocun PlatmiaGor Couvntry Oluls, Ing.
M archy 20, 2007
Uape 2

If you hiave any Guestions asboot hearing procodured, pitase osall our Audit Processing
Section ot -BU0-531.-544]1, extension 3-447%, Thaie Auatin number ig S12/463-4470, 1
vou have any questions regarding the denial! of your elaim, please give me o oanll ot 1281 7.
AFTV-BHESS, prmy hegper gt 81 7-824-6 103 and »you can comail me at

harvey. o willimmmsdlops. state.ooug.

Harvesy Willimmng
Acrtliesy



NOTE: The following four pages were prepared
after the audit was completed, by PPOA Board
Member and PPOA Audit Committee Member
Bob Kent, as further research on the sales tax
matter. This work was never shared with the
audit firm and was included as an attachment to
the RCO audit that was sent to some PPOA
Members.

Mr. Kent’s draft research 1s included on the
following pages for informational purposes.



2R MARCEH 2010
DRAFT & PRELIMINARY
RESEARCH RELATED TO TANES OMN 20052006 ROAD PROJECT

1 conducted this rescarch in response 10 an issue broached by a maembger of the association
and in anticipation that this matter will be referted to the Awdis Comminee. In Marcch
20100 o member of Pecan TMantation acivised thie Board of Dhirectors that in his opinion the
P05 2006 road construction conkract (54,000,000 plus) wos o non-residential remodeling
conteract aud taxes should have beoeon colleated and paicd by the contractor an the entire
At obF (he oanteraet, This s reladced o 1?;*1:*-*&111*-; {ll'-‘il..,u“u*-aiﬂﬂ-, Cpaestions s
investigations concerning $1 59,000 in mxes that were acarued and pacd by Pecan™ s
Comprrodler and Pecan’s auhwquent attempls 1o recover thg money. None of the
previous discussions guestioned i in fact the taxes owed o the sate was $1 80,000
fasswmed 1o boe the approximately amount of taxes on outerialisy or i the taxes showuld
huave Deen i excess of $300,000 on both: ihaterinds and labor, The past discussions bave
beon on winy we paid the taxes and if we could get i back.

Frt 2005, Pecan planiation. rerained Wilson and Clompany {Wilson) e prepare plans and
spectBication for o magor road preject. Wilon was selected as our consulting engineoy
aller recviving propos:als Froum four engineering comparnies and interviews by thoe
infrastrueture cammies.! The BRFP reguired the engineers 1w develop Bid Specifications
and enely v estrmaed ConsSruciion oonsd ui';.kprzn;n-xi:tn..rhz-iy LH.000 000, These estimates
were probably used to calculate their engincering fees %111*;:.., their foes are l"-.-"’pii...ﬂn}’ Traawecd
on thie cost of the project. Wilson E‘limr agreed o inciude in the Bid documents “sales mx.

- n ] . 1
iy ation and s=ales tax disclosure™,

L

Atver compietion of the design, Wilson doveloped o list of local contractors and each was
s o copy ol the advertisement for bids, Six companies warg sent invitations and four
attaonded the proe-hid site walk, They wore! Réeyoolds Asphalt, APAC. JIRJ TPaving ang
Jay N, Reymolds, APAC and day BMidis noiificd the enginocer “Ei"mt chie o workiond
they would ot bBick v the prajoct, l&:mw:ﬂéﬁ N as the sole bidder,”?

Prior to the Bid advortisement, Wilson doeveloped an thdependent cost estimate which
wies ol shared with any of the bidders or the public wini! the bid opening on May 20,

A0S, R s writien bid was 33,919,049 09 (LLUIMP.SUIMY which was less than the

enginear’ s estbmare o $4,.161 038,00, T'he engineer noted thint “tho comntractar dicd o

spbit the sates iax information form™. Wilson ruc{;:,ﬁrnf,ﬂdmi ter the Foard, as Jdid the
infrastructure committes, thar the sole huj fult uugwpmﬁ+

A review of the bid documients and contraget veflacy LhEH (s was @ g sum conteact with
il prices tor adds or deducts, The concerted member who raised the carrent issae
nated sevaeral pages were apparently missing from the bid sheet howewvaer it is not clear

[ e L LR L e e L R LR LN

' Presonudion Fromm the nfoasmoctore Committae to vhe Board of Direcrors, January 26, 2005 Waorkshap
AN Hson aaed Cronrpaaney Laetier e Wes Reddon, operaiions Mannger, j-emui.i.r‘&* | &, 2008, etter ol A prevearenl
A i sewy ot O ornpany ledber e Miichaol ESaribe slorene . Moy 225, J200E L Fovaaluation of Bids,




thrat (his is correct but could be a page mumbering problen:. The concernad maomber
belivoves that the miissing sheets contain information on the stafus of Lthe sales tax.

The bich documents prepared by Wilson and sent (o the contraclors. as part of the bid
peaposal inciuded s section entitlod: “Part I General provistons, [wem .58 relates o State
angd Leoveald Safes and Ulse Taxes, and states that thhe Croener Qqualifies for excomption from
ther siate and bocal sales and use taxes, pursuant 10 the provisions of section 157,309 of
the Texas Limited Sales, Exeise and use Tax Act.? However, 151309 exemptions relor
to government entities and Pecan is not a governnient entity as defined. in the tow.”

A contract was entered into on June 18, 2005 with FTRY Paving., The document was signed
by Mty Murphy on behalfof JRY an June 14, 2005, The dogcumend wasg also signed by
Flovwd tores £V P)Y angd 5,03 Smuth (V1P and attested 1o by Michael Bartholomew on aa
unkorwn dade. {1 is nol known i the contrastor stgngd the doournent fidse or o Pecan
Plantation signed it fuest), The conteact states that thé Sontract documents including all
bid provisions. plaps, spocilications. elc are part of the contract.”

Work on the project wins overseen by Wilson who tracked progeess, anits comypletod,
change orders, and cost 1ncreases based on unst costs, Mary Netson [rom the
infrastuciurg committee also tracked cost and muany 17 net all involdees from tho
caontractor werd appreved by the infrastruciure commitieoe hefore thoy, were sent 1o the

PP Compiroller.

Rescarch o the road contract raises a number of issues and suggests that there swas
penerad confusion on the part of the Board ol Directors: the General Manaser and ol
others tnvabved in the ranmenge Oof Pocan Plantotion as to the tax status of Pecont Plantation.
arwd it appears that many thought that woe were @ ax oxempt organization. I was indoreosed
by Jobn MoClomas that we are not a tax exempt organization althouph it apparentiy is
tree that many Fhought woe wore, | a

Ley Jerly 20060 the PPOA uﬁ.}.nz,nlmﬁiﬁppl;a_ﬂﬁﬁi approximuxiely 3189 000 in an account thal
PIOLA uses 1o coleot sales taxes o items that we gell (food, drink s, imerchardisng, eto)
and Iater this money wias sent o the Slate of Texas along with other sales taxes wa had
collecied, Currently we o pot Kiow shat prompiaed him o acorue this money.  The
attormnpts o recover these taxes have been the subject O debate and o review by bath ouar
auditoes and altorney. Our attorney ™ s opinion is that we should ot pursue recovery af
the tax. Howoever, neicthor our attormisy nor our suditors have commoented o of e
sunsonnt Of7 taxe s we should have paid or the contractor showuld have paid was $1 59 00 ar
if it shounld have beon $300,0G00 plus gs sugpested by our concerned raenbaer,

T AMES LRSNSUEMS BKELATLEEY T INON RESTPDENTIAL REAL PROPURTY RIEEPALR
2 REMNMOMDE NG ar PANEATNTEN AN,

RETT [ S ¢ i AL PP (Ryuy (A Y PR P 10y G ) R T T

TR Spees prepared by Wilson foblained from infrastruciare conunitiee Files)
% L, - e g o . — g e "

SR exan Lax Code, Fitle 2 Subiiile B, Chapter 151, :
Y Comena betvween Pecan Piantation g JRE, fwwo pages., dated June Z0GO5




The current gquestion by a member is i the road project falls under the tax codes related
to Nonresidentiul Real Property Repair or Remaodeling. The member is a comnfractor and
s c:iuvﬂ:.i{:.n is valid. Nonrestdential real property repair or remodeling is a taxable
service. The service provider must u::il{:cl sales tax on the totabcharge to the customer
for materials. labor and other expenses.” No tax is due on labor to build new non-
restdential structures. However if the work performed was mamtenance, not remodeling
or rehababitation, then only the materials are taxable, It could be guestioned if roads are
real property. The definition of real property 18 “land, umi:miu‘;gﬁ, structures and other
improvements that are embedded into or pernnanently affixed to the land™, * 1t appears
that cur roads 17t into this duacﬁpuﬂm The next question is was the work on the roads
considered Nonresidential repair and remodeling or was it maintenance. Repair andd
remadeling includes rebuilding or upgrading any part-of an existing structure.
Maimtenance is any scheduléd or pertodic work o real property that is noit broken.
Mamtenance m necessary o keep property in good working order to prevent s
deterioration.” The project included s ipnificant upgrades to the road and the
uaﬁwpﬁndwﬂ.ﬂ* rugamm% ihh t.m"ttm{.ri umit:l the tf..,rm rﬁfhﬂbﬂnulmn ihf’:rﬂ: is SOM
On 1-.,’a=tal charges). Whu Lmtwtiy am:h A% %&E cmﬂmg or crmk f’ilhm_.p 15 ]“Iﬂ")l‘}"lbi"'ﬁz'
classified as maintenance, our pavement’ project was probably a repair or remodeling. A
final answer would reguire an interpretation by atax attorhey ora ruling by the State
Camptroller's office. Unfortunately, noie of the correspondence, bid }‘f}.l‘ﬂ_[}ﬂ:‘ii’:ﬂ.& or
specifications specifically includes the words ¢ ‘repair or rémaodeling™ or “maintenance™,
Instead. words such as “p.;wunﬂm rehubilitation™ or “payv ement 1mpmu,nunth or
“resuriacing” were used in our documents,

SUMMARY

The work: pertormed by JR] on the Road Improvement Project in 2003 and 2006 wag
performed under a lump st contract, The bid documents were prepared by Wilson and
Company and contained a statement that thie Owner was 3 Tax exempt orgamization, The
bid by IR does not mention sale tax and nowhere in the doguments leading up to the bid
is a discussion of the wax issues associated with construction.. The only mention of
responsibility for taxes was in a Form cover letter from JRT attached to an invoice that
stated that all taxes have been paid. '™ 1 appears that Pecan *s Board of Directors,
Management and the infrastructure commitiee was confused or not knowledgeable
concerning the tax status ol Pecan or believed it m be tax exempt or ciid nol read all of i.ht:
bid docnments. -

RENAINIENG ISSURS

It is my understanding that the resolation of this tax issue, and the questions raised by a
converned member, will be reterred: to the Audit Committes @t our Monday Muarch 29,

PR TR LT TP [ ey W B —

T htpraaww, opistate in psAaxdnfoaaxpubs/xe4-1 12, ot
8

’“'_ BLipSasw wo o poostaie N usAax intoaxpibsAx9d- § T 0.
IR request For partial release, Feb 2006




SO0 3oeard Waorkshop, ] sugaest that developing answers to the foflowing guestions he
included in our tasks. | |

. 121d Pecan Management think woe wore g fax exempt organization and if 2o why'?
oo L2 the BEnganeer (Wilson) think we were tax exempt and shy'?
3. D the contractor think we were tax exgmpt and swhy'?

4, Edd the contractor pay any taxes on nuﬂwﬂ_:ﬁ:iﬂ e Fabaor to. t:ﬂ,h:..yr the supplicrs or 1o the
Mate Complirollcrs offiee?

5. Assuming that the tax on the labor and materials swere paid by the contractor and were
included in s bamp sum bid, can we got backs any of our pxines from the Swie
{APPRAarently not Dased on ourrent advice) -

. Assgming the contractor did noc include tcnu-. in-his bid and shoonld have, who is
responsibie for payving them. -

oo What are PecanTs oblipgations, exposure and or Hability in this issue?
2 ICT O MENTIA TICNS FORR AL CONMNIT L I

The audit committee should interview all invobved with this issue incloding our past and
current comptrallers, peneral manager, Board represontatives and oflicers who signed the

contract and Wilson and Company. Our auditors and attorney shoubd also be consulted il

we have questions. FHopoefully woe can accompligsh the folloswing

1. Resaolve the issue celared to the amoant of tax which shouid have beon paid aond who
should have paid it

2. Esiablish once and {or all the status of Pecan Plartadion’s tax statas Chisworicaliy and

g 4

crrrently )y and notity all mrmanagement and staft and comnrittees of our STius,

3 hstinde a process to insure bl work toe new constouchion, remodeling or maamntenancs
ks properky classified and noted in bid documents or tasert B clause 1y our bid documents
that it 15 the contractor s rasponstbility WO properly chissity the work and o caleulate and
nrclucle any 1R o his bid.

Note: AL of e abaove is my preliomnacy research and some of my conclusions or

statemenis Nvelve gueestions propoerly rosolvad by auditors Or attorneys. Aceordingly. |
sualxnait this foyrr information anly and this sy own, aengualified opinson,




