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Disclaimer 

 

This final report represents the information and conditions 

encountered at the point in time of the audit and does not purport 

to represent conditions prior to or subsequent to the performed 

audit.  The information presented does not represent an 

endorsement or denunciation of the audited fiduciary or business. 

 

After this report is distributed to the audited fiduciary, presiding 

judge of the county and, if a public fiduciary, the county 

supervisors, it becomes public record. 
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Conservators of Arizona, Inc. 

Michael Klecka, C.P.A. 

 

Compliance Audit Report 
 

 

The Arizona Supreme Court, Fiduciary Licensure Program conducted a compliance audit 

of Conservators of Arizona, Inc., license number 20227, and Michael Klecka, Principal 

and C.P.A., license number 20226, pursuant to Arizona Revised Statutes § 14-5651 and 

Arizona Supreme Court Administrative Order 2003-31.  During the period of September 

19, 2012 through September 21, 2012 the Compliance Unit audited the fiduciary 

activities of Conservators of Arizona, Inc. and Michael Klecka, C.P.A. and any 

unlicensed employees.
1
  The following is a summary of the audit findings. 

 

Finding # 1 Inventory 

 

Some client real property and land was not included on the Inventory and Appraisement.   

 

Klecka agrees with the finding. 

 

 

Finding # 2 Late Filings 

 

Some filings of Inventory and Appraisements and Annual Accountings were not timely. 

 

Klecka agrees with the finding. 

 

 

Finding # 3 Compliance  

 

Letters of Appointment were not filed in the county where the client had real property.   

 

Klecka agrees with the finding. 

 

 

Finding # 4 Documentation 

 

Some client files had missing documentation.  

 

Klecka agrees with the finding. 

 

 

                                                 
1
 Pursuant to ACJA § 7-201 and § 7-202, licensed fiduciaries are required to provide active and direct 

   supervision of other licensed fiduciaries, trainees and support staff who are employed by the fiduciary. 
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Finding # 5 Diligence 

 

Receipts were not obtained from devisees when estate assets were distributed.   

 

Klecka disagrees with the finding. 

 

The finding is not dismissed.  

 

 

Finding # 6 Bond 

 

A bond was not executed and filed in an amount not less than the estimated value of the 

estate. 

 

Klecka disagrees with the finding. 

 

The finding is dismissed as additional documentation was provided. 

 

 

Finding # 7 License Number 

 

Both the individual and business fiduciary license number was not included on some 

documents submitted to the court.   

 

Klecka agrees with the finding. 
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Objective 

 

 

 

 

 

 

 

 

 

 

 

Methodology 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The compliance audit of Conservators of Arizona, Inc. (#20227) 
and Michael Klecka (#20226) was conducted pursuant to the 

Fiduciary Program's responsibilities as set forth in A.R.S. § 14-

5651, Arizona Supreme Court Administrative Order No. 2003-

31 the Arizona Code of Judicial Administration (“ACJA”) § 7-

201: General Requirements and § 7-202: Fiduciaries, and the 

Arizona Rules of Probate Procedure (“ARPP”).
1
  

 

The objective of the compliance audit was to determine 

compliance with applicable statutes, Arizona Supreme Court 

orders and rules and ACJA § 7-201 and § 7-202. 

 

In preparation for the compliance audit, preliminary survey 

questions were provided to Michael Klecka (“Klecka”), principal 

fiduciary for Conservators of Arizona, Inc.  The responses were 

reviewed and compiled to assist in the development of case file 

samples.  In addition, information was requested from the 

Superior Courts in Maricopa and Cochise Counties to verify 

court appointment information.   

 

In order to test for compliance, the program uses a set of 

fiduciary compliance attributes consisting of Arizona statutes, 

Arizona Supreme Court Rules of Probate Procedure and ACJA § 

7-201 and § 7-202.  Compliance with these requirements was 

tested by interviewing and observing staff, and by reviewing 

samples of client case files. 

 

A stratified sampling approach was used to select client case 

files for review.  The files were selected by type of appointment, 

length of appointment, type of required client protection and 

initiation or termination of appointment during the review time 

frame.  The selected sample of court appointed client case files 

was designed to provide conclusions about the accuracy, validity 

and timeliness of transactions, compliance with the fiduciary 

attributes, and the adequacy of internal controls. 

 

 

 

                                                 
1
 Arizona Codes of Judicial Administration, General Requirements effective January 1, 2008 &          

Fiduciaries effective September 30, 2009.                                                                                                                                                                                                                                                          



Conservators of Arizona, Inc. 

Michael Klecka, Principal                      

 Final Compliance Audit Report 

 

Arizona Supreme Court 2 
Compliance Unit  December 2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Scope 

 

 

 

 

 

 

Summary 

 

 

 

 

 

 

 

 

 

 

 

 

 

Prior to beginning the onsite fieldwork, the auditors reviewed 

client court files from the Superior Courts in Maricopa and 

Cochise Counties and on September 19, 2012 conducted an 

internal controls interview with Klecka.   

 

During the period of September 19, 2012 through September 21, 

2012 audit staff conducted the onsite compliance portion of the 

audit of Conservators of Arizona, Inc. and Klecka.  The onsite 

compliance audit consists primarily of fiduciary client case file 

review.  The audit also included a review of fiduciary activities 

of the principal fiduciary and any un-licensed staff.
2
 An exit 

interview was conducted on October 12, 2012. 

 

Klecka was the court appointed fiduciary on 3 conservatorship 

and 5 personal representative cases as of September 7, 2012. 

Also as of September 7, 2012 Klecka had approximately $4.4 

million in court-appointed client assets under management.  

 

 

 

The compliance audit team reviewed a selected stratified sample 

of six (6) client case files of court appointments and 

terminations, focusing on the internal controls, processes, 

timeliness, accuracy, and statutory and ACJA requirements of 

client case administration.  

 

 

Klecka and his staff extended professional courtesies and 

cooperation to the audit team during the course of the audit.   

 

The compliance audit found non-compliance in seven (7) areas.  

The non-compliance was found in the areas of inventory, late 

filings, compliance, documentation, diligence, bond, and license 

number.  These findings are discussed as follows: 

 

 

                                                 
2
 Pursuant to the Arizona Code of Judicial Administration §7-201 and §7 -202, licensed fiduciaries are 

required to provide active and direct supervision of other licensed fiduciaries, trainees and support staff  

who are employed by the fiduciary. 
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Finding # 1 

Inventory 
 

ARS § 14-3706 

 

 

 

Requirement 

 

Client inventory was not prepared in reasonable detail.  

 

 Real property and land in the decedent’s name were not 

included on the inventory submitted to the court – Client 

#5.  

 

By Arizona statute a fiduciary must prepare an inventory with 

reasonable detail and indicate the fair market value of each asset 

of the estate as of the date of death or as of the date of 

appointment. 

 

 

Auditee's Response 

 

 “The real property (FMV of $69,000) had a reverse 

mortgage ($210,000) that was in excess of the fair 

market value of the property.  Therefore it was returned 

to the lender. This was an inadvertent omission that 

should have been included for adequate disclosure.”   

 

 

Corrective Action 

 

“Included as gain on initial accounting.”   
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Finding # 2 

Late Filings 
 

ARS § 14-3706;§ 14-

5418(A), and § 14-5419(A); 

 

 Arizona Code of Judicial 

Administration  

§ 7-202 (J)(2)(e) 

 

 

 

Requirement 
 

 

Required court filings were late.  

 

 Inventory and Appraisement was filed 7 months after 

appointment and a request for a delay was not submitted 

to the court – Client # 1 

 14
th

 and 15
th

 Annual Accountings were filed late – Client 

#2 

 Inventory and Appraisement was late and required the 

court to issue an “order to show cause” – Client # 6 

 

The fiduciary must ensure that any document filed with the court 

is timely.  

 

 

Auditee's Response  

 

 

 

 

 

 

 

 

 

 

 

 “Fiduciary was appointed as a substitute Personal 

Representative to Client #1.  It was assumed that the 

original appointee had filed the inventory.  

 

 Confusion with legal representative resulting in late 

filing of 14th and 15th Annual Accountings of Client #2.  

 

 Fiduciary was appointed as a substitute Personal 

Representative to Client #6.  It was assumed that the 

original appointee had filed the inventory.”  

 

 

Corrective Action 

 

“Inventory was later filed. (5/25/11) 

 

Annual Accountings were later filed and calendar marked to 

avoid future late filing.” 

 

Auditor’s Note:  14
th

 Annual Accounting was filed 8/23/12.  

The 15
th

 Annual Accounting has yet to be filed. 

 

“Inventory was later filed.” (7/17/12) 
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Finding # 3 

Compliance  
 

Arizona Code of Judicial 

Administration § 7-202 

(J)(8) 

 

 

Requirement 

 

 

Duties and discharge of all obligations were not carried out in 

accordance with current laws, rules and administrative code. 

 

 Letters of appointment were not filed in the county in    

which the client had real property – Client #5   

 

 

The fiduciary must perform all duties and discharge all 

obligations in accordance with current Arizona law and the 

administrative rules, court orders, and administrative orders and 

code.   

 

 

Auditee's Response  

 

 

 

 

 

 

 

 

 

 

 

 “Real property is titled in the name of a Trust created by 

the deceased.  Appointee relied on legal counsel to make 

required filings.  Appointee has instructed counsel to file 

in county where real property is located.”  

 

 

Corrective Action 

 

“Appointee has instructed counsel to file in county where real 

property is located.”  
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Finding # 4 

Documentation 

 
ARS § 14-5418(B) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Requirement 
 

 

Suitable records of the fiduciary’s administration were not kept 

and exhibited upon request.   

 

 Pictures of client’s jewelry or appraisals were not in the 

client file – Clients #1 & 6 

 Documentation of the client’s vehicle and mobile home 

were not in the client file – Client # 1 

 Proof of asset restriction was not in the client file – 

Client # 1 

Auditor’s Note:  Example dismissed. 

 Invoices for the estate’s expenses were not in the client 

file – Client # 1 

 Receipts for the distribution of estate assets were not in 

the client file – Client # 1  

 Conformed copy of the 12
th

 and 13
th

 Annual Accountings 

not in client file – Client #2 

 Invoice for car repairs not in client file – Client #2 

 Estate invoices for expenses were not provided – Client # 

3 

 No documentation in file on the location of personal 

property – Client # 3 

 No documentation in file indicating estate management 

decision making – Clients # 3 & 6 

 Conformed copy of court submitted Inventory and 

Appraisement were not in the file – Clients # 3 & 6 

 Bank statements and investment account statements were 

not in the client file – Client #5 

 Title to real property was not in the client file – Client #5  

 2011 tax returns or documentation that the client was not 

required to file taxes not in client file – Client #5 

 Disposal of decedent’s assets not documented in client 

file – Client #5 

 

By Arizona statute a fiduciary must keep suitable records of 

their administration and exhibit them upon request. 

 

 

Auditee's Response 

 

 “Fiduciary did not have jewelry of Client #1 appraised 

because of nominal value ($500) have placed pictures in 

file (Attached 4A) Client #6 had no jewelry.  

 

 Placed PDF copies (Attached 4B 1-3) of vehicles and 
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mobile home titles in paperless files.  

 

 Proof of restricted account (Attached 4C 1-2) on Client 

#1 was filed.  

 

 All receipts are maintained in separate file available for 

inspection or if specific expense requested a receipt can 

be provided.  

 

 The only assets distributed as of this date are the autos 

and RV that is receipted by the promissory note signed 

(Attached 4D)  

 

 Conformed copies of the 12
th

 (Attached 4E) and 13
th

 

(Attached 4F) were placed in PDF file.  

 

 All invoices for Client #1 expenses are kept in a separate 

folder because of bulkiness.  If specific expense 

verification needed please inform us and they will be 

provided.  

 

 All disbursements for Client #1 are done by court order.  

Fiduciary feels receipt would be redundant, however, we 

will request in the future.  

 

 All expenses are paid by receipt of invoice only.  Can you 

be more specific on which invoices for client #3 and they 

will be provided?  

 

 Client #3 personal property is located in locked storage.  

Location has been noted in the file for reference.  

 

 Not clear on required documentation indicating estate 

management decision making ---- Clients #3 & 6.  Please 

state what the auditor is requesting.  

 

 Conformed copy of Inventory for Client #6 (Attached 4G) 

is attached, appraisement not deemed necessary due to 

listing of real property and ultimate sale.  Inventory of 

Client #3 does not appear to have been filed.  We’re 

checking with legal Counsel.  

 

 All bank statements and investment account statements 

for Client #5 were made available from separate file 
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because of bulkiness.  

 

 Title to real property never obtained, foreclosed on by 

mortgage lender because of FMV being substantially less 

than face amount.  

 

 Client died 2/01/2011 therefore 2011 tax returns were 

not required for Client #5.  Reference made in file.  

 

 Receipt (Attached 4H1-2) on disbursement of decedent’s 

assets documented in client file Client #5.”  

 

 

Corrective Action 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“System being developed to index Estate activity and required 

documentation.” 

 

Additional auditee response: “Estate activity index is 

currently being phased in.” 
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Finding # 5 

Diligence 

 
Arizona Code of Judicial 

Administration §§ 7-

202(J)(1), (J)(4) and  

(J)(5)(d) 
 

 

 

 

 

Requirement 

 

 

The fiduciary did not exercise prudence and diligence in 

providing competent management of the property and income of 

the estate. 

 

 Fiduciary did not ensure the real and other property was 

legally transferred to the devisee subjecting the estate to 

liability for ongoing financial obligation – Clients # 1 

and 5 

Auditor’s Note:  Example for Client # 1 is dismissed. 

 

The fiduciary must exercise extreme care and diligence when 

making decisions on behalf of a ward or protected person.  

 

 

Auditee's Response 

 

 “All assets are released on court order only.  Client #1 

signed a note (Attached 4D) at time of release of autos 

and RV.  No other assets released unless Court ordered.”  

 

 “Client #5 signed releases (Attached 4H) no other assets 

released.  

 

Auditor’s Note:  Agreement to distribute to devisees does not 

constitute a receipt for assets received by devisees. 

 

 

Corrective Action 
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Finding # 6  

Bond 

 
ARS § 14-3604(A) 

 

 

 

Requirement 

 

 

A bond was not filed with the court in an amount not less than 

the value of the estate of the decedent (less restriction). 

 

 Bond amount was not adjusted after additional assets 

were discovered – Client 6 

 

By Arizona statute a fiduciary must execute and file a bond in an 

amount not less than the estimated value of the estate.  

 

 

Auditee's Response 

 

 “Beginning inventory shown reflected two accounts with 

due on death clauses removing them from the Estate 

immediately.  This reduced the Estate to the bonding 

amount, therefore no adjustment necessary.”  

 

Auditor’s Note:  Finding #6 is dismissed. 

 
 

Corrective Action 
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Finding # 7 

License Number 
 

Arizona Code of Judicial 

Administration § 7-202 
(F)(3) 

 

 

 

Requirement 
 

 

Documents filed with the Superior Court must include both the 

fiduciary and the business’ license number on the documents 

submitted. 

 

 Documents filed with the Court did not have the fiduciary 

and/or business license number – Clients # 1, 2, 3, 5, 6 

 

The fiduciary shall include the fiduciary’s personal license 

number on the document and when appropriate, the business 

entity’s number.   

 

 

Auditee's Response 

 

 “Fiduciary has emphasized and will continue the request 

legal representatives to include license numbers with all 

filings.” 
 

Corrective Action 

 

 

 
 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

APPENDIX  

 
Auditee’s Response to Draft Audit 

                    Request for Additional Information 

Auditee’s Response to Request for Additional 

Information 

 

 

 

 

 

 

 



























































 

November 16, 2012 

 

Conservators of Arizona, Inc. 

Michael Klecka, Principal 

635 E Maryland Ave.  

Phoenix, AZ 85012 

 

RE: Fiduciary Compliance Audit   

 

Dear Mr. Klecka: 

We have received and reviewed your timely response to the Draft Audit.  Thank you for your 

efforts to review and correct the audit findings.  We are requesting a few clarifications; 

1.  For Finding #2, Late Filings, please provide the dates the corrective actions were 

taken and photocopies of the first page of the conformed late filings. 

2. For Finding #4, Documentation, the third bulleted item (Proof of Restricted Account) 

is dismissed. 

3. For Finding #4, Documentation, please provide the date the Estate activity index 

system will be activated. 

4. For Finding #5, Diligence, the first bullet regarding Client #1 is dismissed.  The 

second bullet regarding Client #5 and attached copy of releases is not dismissed.  The 

signed releases are promissory and not actual receipts for distributions. 

5. For Finding #6, Bond, the finding is dismissed. 

Please provide the information requested above by December 5, 2012 so that it may be included 

in the final audit.   

We hope you benefitted from the compliance audit and attendant suggestions. I know the audit 

process benefits the court by ensuring those assigned fiduciary tasks are protecting the wards and 

estates as ordered. 

 

Sincerely, 

 

Anne Hunter, Compliance Manager 
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