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April 6, 2006

Donald F. Morris, President of the Radburn Association Board of Trustees

1 Addison Place

Fair Lawn, NJ 07410

Dear Mr. Morris:

This letter is in acknowledgement of your letter of March 7, 2006, concerning the audit of the Radburn Association’s 2005 financial statements.

Louise Orlando’s character is not the issue.  Louise Orlando is the Radburn Association Manager.  As Radburn Association Manager, Ms. Orlando is responsible for the books and records of the Radburn Association.  Consequently, Ms. Orlando’s job performance (as it relates to the books and records of the Radburn Association) will be audited during the course of the audit of the Radburn Association’s 2005 financial statements.

It is inappropriate for any person being audited to have involvement in the researching of, screening of, interviewing of, or recommendation of his or her auditors.  By delegating these responsibilities, the Radburn Association Board of Trustees put Ms. Orlando in a position where her involvement in the selection process of the Radburn Association auditor could be questioned.  This taints the audit.  If the selection process is open to question, the final audit opinion may well be questioned.  When I wrote you my letter of February 26, I had hoped to prevent this very situation.  

I wrote: 

“…management is responsible for the accounting records and that the financial statements are the responsibility of management.  Therefore, having the Radburn Association Manager involved in soliciting proposals from auditors, screening auditors, interviewing auditors, or having any involvement in the selection of the auditor would give the community the appearance of a conflict of interest.  Such a conflict of interest would negate the usefulness of the audit in terms of healing the divisions in our community.”

I also wrote:

“Our community is divided.  People in our community have legitimate concerns about the finances of the Radburn Association.  You have a choice.  You can address the concerns of members of our community by having an audit of the Radburn Association’s financial statements conducted in accordance with the generally accepted auditing standards of the United States of America, and making those audited financial statements available to members of our community; or you can perpetuate the air of mistrust and division that is plaguing our community by not having an audit done promptly or by having an audit done with an auditor selected by the Radburn Association Manager and thereby create the appearance of a conflict of interest.”  

I am very troubled that you have chosen the course of action that now leads members of our community to make the allegation of a conflict of interest.  By choosing to delegate your responsibilities, by choosing to involve Ms. Orland in the researching, screening, interviewing, and recommending of the auditor you have nullified the very healing of our community that this audit could have provided.  Instead of rebuilding the residents’ faith in the Trustees’ oversight of the Radburn Association, instead of renewing the residents’ faith in the abilities of the Radburn Association Manager; you have caused additional questions to be asked about the competency and abilities of both the Trustees and the Manager.

As for the observation in your letter that; ”…it is hard to believe that any of the highly respected firms in contention would tolerate any form of undue influence,” I wish to point out that Arthur Anderson was once considered to be the finest auditing firm in the United States.  Arthur Anderson had a reputation that was above reproach.  This is the same Arthur Anderson that was the auditor involved in the Enron scandal.  

I am also taking this opportunity to follow up on recommendations made in my open letter of January 3, 2006, in which I wrote:  

“The 2005 fiscal year of the Radburn Association just ended.  I therefore recommend in the strongest possible terms that you immediately engage the services of a CPA firm to audit the Radburn Association’s 2005 financial statements.  Furthermore, I call upon you to provide the Radburn Association’s 2005 audited financial statements to all the homeowners and residents of Radburn in a timely matter.  

Additionally, I call upon you to immediately have a CPA firm do a comprehensive study of the Radburn Association’s internal controls and to make that report public.  

If you have any questions concerning anything discussed in this letter, I would be happy to meet with you (pro-bono) and to discuss this situation with you.  

I look forward to your prompt response to this letter.”

It is now April.  I must ask you what steps you have taken to address the material weakness in internal controls cited in my letter of January 3?  Additionally, as part of the hiring process for the recently appointed auditor, did you request the study of internal controls that I recommended?  

Very truly yours,

Gary Konecky, CPA
