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UTILITY AUDITING AND ASSOCIATION MANAGEMENT

Newport Community
Homeowners Association

BY ERIN KELLY

he Newport Community

Homeowners Association con-

sists of 281 condominiums lo-

cated in Newport Beach, Califor-

nia. Our analysis of their utility
bills and our on-site field inspection of
their property uncovered the following
utility billing errors and overcharges, as
well as opportunities for future utility ex-
pense reductions.

The association received 31 electric util-
ity bills every month from Southern Cali-
fornia Edison Company. During our on-
site inspection of the property, we dis-
covered that the association was paying
for two electric meters that were not on
their property! These two electric meters
were actually for a sewage-pumping sta-
tion owned and operated by the City of
Newport Beach and located in a city
park across the street from the associa-
tion. This city park was built over twenty
years ago—at the same time as the asso-
ciation and by the very same developer!

It appeared that when the utility bills
were originally transferred to the asso-
ciation, the two electric utility bills for
the city park were also included errone-
ously, since the service addresses were
association addresses. Accordingly, we
transferred the accounts for these two
electric utility meters to the City of New-
port Beach, so that the association no
longer receives those bills. This action
alone resulted in an annual electric util-
ity saving of approximately $2,171 to the
Newport Condominium Association. We
also obtained a reimbursement check for

$6,259 from the City of Newport Beach.
This reimbursement amount repre-
sented the association’s total payments
on these two electric accounts for the
three years preceding our transfer of the
accounts to the City of Newport Beach.

During our on-site inspection
of the property, we discov-
ered that the association
was paying for two electric
meters that were not on

their property!

Although we always request for our cli-
ents a full reimbursement back to the
date of the utility billing error, the Cali-
fornia Statute of Limitations restricts the
retroactive period to three years from
the date of the discovery. In this case,
the City’s legal counsel was aware of the
statute. Consequently, only a three-year
retroactive reimbursement was available
to the association. If a utility audit had
been done years ago, this error would
have been discovered and corrected ear-
lier, rather than 20 years later. The good
news is that this association received a
partially-retroactive reimbursement, and
they will no longer have to pay for these
two electric meters effective immedi-
ately—not 20 years from now.

continued on page 35
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As part of our utility audit for the asso-
ciation, we also reduced their actual,
out-of-pocket annual electric utility ex-
penses by approximately $3,600 by
placing three of their Southern Califor-
nia Edison electric utility bills on less
expensive electric rates. These alterna-
tive electric rates were available through
Southern California Edison Company
and did not require changing to an alter-
native energy provider. In fact, the asso-
ciation is paying less for their electricity
now on these alternative electric rates
through Southern California Edison
Company than it would have paid for
electricity if it had changed to another
electricity provider! There was also no
cost of any kind incurred by the associa-
tion for the transfer of these three elec-
tric accounts to their new rates.

To summarize, this utility audit re-
sulted in a total of $6,259 refunded to

the association by the City of Newport
Beach. Furthermore, the association’s
annual utility budget has been reduced
by 85,771 in electric utility costs—a
grand total of 85,771 in annual utility cost
savings that will continue indefinitely
into the future! These actual—not esti-
mated—utility cost reductions are the re-
sult of the correction of just two utility
billing errors and rate adjustments.

You can bet that the 56,259 reimburse-
ment check, which has already been
received by the association, plus the
extra 85,771 kept in the association’s
reserve accounts each year, will be put
to good use, instead of put into the util-
ity companies’ bank accounts!

Thanks to the foresight, effort and inge-
nuity of the property managers from
Villageway Management and the board
of directors for the Newport Community
Association, a utility audit put money
into their reserves at no cost whatso-
ever. In addition, they will continue to re-
alize these utility cost reductions indefi-
nitely, and they can use the utility audit-
ing company on a no-fee, retainer type of
service, whereby the association’s utility
bills are continually audited and any util-
ity questions answered for free.

M Erin Kelly is Director of Operations at
Pacific Utility Audit Inc. in Markleeville,
California.
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“CAI was very pleased to be named an
Allied Association this past May, and
we sincerely agree that our respective
organizations have similar missions
and visions — of providing education
and certification to our members, and
moving our industries forward by pro-
viding the most timely and pertinent
resources available,” said CAI Presi-
dent Barbara Byrd Keenan, CAE.

CAI launches electronic newsletter

CAI has launched a free email newslet-
ter, “Community Associations Institute
Online News.” This monthly newslet-
ter provides news and information of
interest to homeowners who live in a
community, condo or co-op run by an
association and those who themselves
participate in running their community
associations.

According to Carol Marty, CAI's senior
director of marketing, “CAI Online
News provides information and tools
that can help communities be more ef-
fective. For example, our inaugural is-
sue highlights tips on how to trans-
form long, confrontational and ineffec-
tive meetings into short, painless and
productive ones.”

Each issue of CAI Online News will fo-
cus on topics of interest to those who
participate in or run community asso-
ciations. Each issue will direct users to
the best online articles on community
associations. A regular feature will be
the popular “Ask the Expert” Question
and Answer, presenting critical ques-
tions that come up in community life
or management, and expert answers.

To see a copy of the newsletter, and
for signup information, visit the CAI
Online News information page, at
http://www.caionline.org/news/
newsletter.cfm or subscribe directly by
sending a blank email to the following
email address CommunityAssociation-
subscribe@yahoogroups.com.

RICK SANBORN
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nancially oriented, we're here to help.
Heck, last month we even sent out a
plumber to one of our smaller associa-
tion clients caught in an emergency pipe
break. We're not out to be property man-
agers, but we want to be the next best
thing to it. We want to be a major re-
source for the management community.
And we will be. I can say that because of
the seat I occupy here. This is a small,
committed bank—committed to the ho-
meowner association industry. Just
watch us grow.”

The next morning finds Sanborn attend-
ing the day-long annual legal seminar
put on in San Diego by the California As-
sociation of Community Managers.
Chances are good that he is the only
bank president in attendance. He's
there to learn more about the needs of
the industry niche he has chosen to
fill. It might be interesting to see just
how accessible he really is. After all,
when was the last time you had lunch
with the president of a bank?
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