2024 Audit Comments

The basic takeaway is that we are in good financial condition for items under our control. The
beginning disclaimers outline the scope of the review the auditors performed and disclosed no
material concerns.

The Balance sheet:

Our assets exceeded our liabilities by $75,887 at year end with $64,000 in unrestricted cash.
Our maintenance reserve totaled $302,723 and put us in a positive position for any potential
purchaser reviewing our financials. We show a $67,325 positive fund balance (“net worth”) at
year end. In my opinion there is nothing significant in the other classifications of assets and
liabilities. All entries are small and in line with historical presentations and what would be
expected of a similar organization.

The Statement of Revenues and Expenses

Our revenues of $315,689 exceeded our expenses of $286,925 producing an excess of revenue
over expenses of $28,764 which was added to our previous fund balance (net worth) for an
ending positive fund balance of $67,325. The majority of this excess was created by several
transfers from the maintenance reserve totaling $52,001 for unplanned maintenance items
during the year. Itis important to note that this financial statement is created using an accrual
method of accounting while the monthly manager’s report is on a cash basis which always adds
a bit of challenge to evaluating or year end position as we progress throughout the year. Once
again, this statement reflects a very positive position.

The only comment | have is if we are showing an excess of revenue over expenses on our
monthly management report we should be cautious before we transfer funds from the
maintenance reserve to cover unplanned expenses. The excess revenues are taxed, so the
closer we are to breakeven the more money that stays with our organization. This is not a
straightforward task and requires some guesswork because of the differences between the
cash basis and accrual basis accounting systems. However it is a worthwhile exercise that can
save us a couple of thousand if we manage it more closely.

The statement of cash flows

This is a statement of how revenues come into the organization and where they were
expended. Accountants love this document but it provides little meaningful information for
layman like us.



Note to financial statements

Most of these are boiler plate. They describe the organization, its accounting and management
policies, and any significant disclosures that should be brought to the attention of a reader of
this document. It is in this section that any management or financial shortfalls would be
brought to the attention of a reader of the document. It is important to note the accountants
had nothing negative to disclose about the organization or its management.

Notes | found informative / significant:

Note 4: This indicates how we limit our tax liability by electing the most favorable tax choices
we are afforded by our not-for-profit status. We are not a 501 c3 so we pay taxes on excess
revenue but we are allowed elections under the IRS code that mitigates our tax liability.

All in all we are financially sound for items we can control. Items found in the maintenance
reserve provide a number of challenges that are out of our control. We need to continue to
evaluate replacement cost trends on roofs and resurfacing driveways and cul-de-sacs to make
sure we are within reason both with our timing and costs for replacement estimates. Siding
replacement, even though it should last far longer that driveways and roofs, should be added to
the reserve calculation so the HOA is not faced with declaring a substantial special assessment
when replacement is finally necessary. With the town taking over the roads we can divert the
future assessments on road categories to siding replacement. Discussions will be forthcoming
once the Reserve is updated. The Finance committee is expecting this to be available in the next
couple of months.

If any board member has a question on the financial statements, please feel free to give me a
call. If Jim M or | can’t answer them we will contact the accountants for clarification.



