
In early April, Gov. Jerry Brown stood 
in a bone-dry Sierra meadow that 
normally would be snow-covered at 
that time of year and announced new 
drought emergency regulations. As 
California enters its fifth year of severe 
drought, these new restrictions on 

water use are much needed – and Lake Mission Viejo 
Association is doing its part.

Water conservation is nothing new to the Association. 
In the early 1980s we became one of the first customers 
for recycled water from Santa Margarita Water 
District (SMWD). Since then, using recycled water 
has freed up hundreds of millions of gallons of potable 
(drinkable) water for domestic use that otherwise 
would have watered plants.

We are currently working with SMWD to plan the 
expansion of recycled water delivery to virtually every 
bit of landscape maintained by the Association.

In the North Beach parking lot areas we are removing 
31,000 square feet of turf, replacing it with drought-
tolerant plants and drip irrigation, which will save over 
1,000,000 gallons of potable water annually. 

We also are working with SMWD to find an alternative 
to the approximately 250 acre-feet of potable water 
we use annually to help maintain Lake Mission Viejo’s 
water levels. (250 acre-feet is enough water to meet the 
annual needs of 500 families.)

Once a detailed analysis of the alternatives is 
completed, they will be presented to the Board of 
Directors for consideration. Currently, the most likely 
alternatives appear to be using Advanced Purified 
Water (recycled water that has undergone additional 
stages of treatment), or earning a “potable water 
credit” in return for paying to extend recycled water 
infrastructure to a large irrigation user who then could 
be removed from the potable water system.

It’s time again for another spring afternoon at the Lake with the South Coast 
Symphony, led by BARRY SILVERMAN. This year’s program, Broadway 
Masterworks, highlights the best of musical theater through the decades. 

This year’s soloist, SoCal native and Broadway Star 
EDEN ESPINOSA, is no stranger to the stage. She is most recognized for her portrayal 
of Elphaba in the Broadway production of Wicked, among many other musicals. 
She has also graced the stages of shows including The Jay Leno Leno Show, The Today Show 
and Law and Order. Joining Eden Espinosa are the talented students from the Musical 
Theatre Conservatory at OCSA.

Tony’s Sea Landing will be open from 12:00-5:00 pm, providing hamburgers, hot dogs, and 
other refreshments for those not wanting to pack their own picnics. Beer and wine will also be 
available for purchase. Seating is festival-style, so bring your low-back chairs and blankets, and 
be sure to leave your glass containers at home. SUNDAY WITH THE SYMPHONY is free to 
all LMVA members and $2 per guest, with a maximum of 15 guests. 

Sunday with the Symphony 
May 17 • 3:00 PM

To the Members of 
Lake Mission Viejo 
Association
Within these pages, you will find the certified 
independent audit report from the Keyhan 
Hewitt Accountancy Corporation.  This 
report reflects the financial status of the Lake 
Mission Viejo Association for the calendar 
year ending December 31, 2014.

The 2014 Audit Report provides each 
member with an in-depth study of the Lake 
Association’s financial situation. It is provided 
to meet the State statutory requirements.  The 
importance of this financial report cannot be 
overemphasized.

If you have any questions, please submit them 
in writing to Lake Mission Viejo Association 
at 22555 Olympiad Road, Mission Viejo, CA 
92692 or email to info@lakemissionviejo.org.

Sincerely,

Lake Mission Viejo Association 
Board of Directors

Independent Auditor’s 
Report
Board of Directors • Lake Mission Viejo Association

We have audited the accompanying financial statements 
of Lake Mission Viejo Association, a California non-profit 
corporation, which comprise the balance sheet as of 
December 31, 2014, and the related statements of revenues, 
expenses and changes in fund balance, and cash flows for 
the year then ended, and the related notes to the financial 
statements.  

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair 
presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States 

of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these statements 
based on our audit.  We conducted our audit in accordance 
with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.  

An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risk of material 

misstatement of the financial statements, whether due 
to fraud or error.  In making those risk assessments, the 
auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant estimates made by 
management, as well as evaluating the overall presentation of 
the financial statements.  We believe that our audit evidence 
we have obtained is sufficient and appropriate to provide basis 
for our audit opinion.

DON’T DOUBT THE DROUGHT
How LMVA is Answering the Call to Conserve

Continued on page 4



Lake Mission Viejo Association 
Statement of Revenues, Expenses and Changes in Fund Balance
For the Year Ended December 31, 2014
	  		O  perating	 Replacement	 Capital	 Contingency 	T otal
			   Fund		  Fund	E xpansion Fund		  Fund
REVENUES 											         
	 Assessments	 $	 4,888,673	 $	 511,752	 $	 –	 $	 –	 $	 5,400,425  
 	 Boat rental 
		  and storage 		   559,511 		  –		  – 		   – 		   559,511 
 	 Interest		   51,661 		  –		  – 		   – 		   51,661  
	 Recreation and sales 	   344,062 		  –		  – 		   – 		   344,062 
 	 Other 	  	 453,063 		  –		  – 		   –		   453,063 

				      6,296,970 		   511,752 		  – 		   –		   6,808,722 

EXPENSES		
	 Concerts and 
		  special events 		   560,698 		  –		  – 		   – 		   560,698  

	 Consulting and 
		  outside services 		   434,055 		  –		  – 		   – 		   434,055 

	 Fish stocking 		   83,438 		  –		  – 		   – 		   83,438  
	 General and 
		  administrative 		   295,681 		  –		  – 		   – 		   295,681  

	 Insurance 		   162,731 		  –		  – 		   – 		   162,731  
	 Lake refill and 
		  quality management 	  397,261 		  –		  – 		   –  		   397,261 

	 Maintenance 
		  and repairs 		    380,453 		   174,775 		   29,500 		   91,853 		   676,581 

	 Professional services 	  174,937 		  –		  – 		   – 		   174,937  
	 Salaries and related 		   3,391,662 		  –		  – 		   – 		   3,391,662 
	 Uncollectible 
		  membership dues 		  33,456 		   –		  – 		   – 		   33,456 
		  and fees 			 
	 Utilities 		   201,198 		    –		  – 		   –		   201,198  

				      6,115,570 		   174,775 		   29,500 		   91,853 		   6,411,698 

EXCESS (DEFICIENCY) 	
	O F REVENUES 		    181,400 		   336,977 		   (29,500)		   (91,853)		   397,024 
	O VER EXPENSES 
BEGINNING FUND 	   	
	 BALANCE		  115,000 		   5,089,241 		   1,113,647 		   300,000 		   6,617,888

 
INTERFUND 
	T RANSFERS 	 	  (181,400)		  – 		   – 		   181,400 		   –

ENDING FUND 
	 BALANCE 	 $	 115,000	 $	 5,426,218	 $	 1,084,147	 $	 389,547	 $	 7,014,912  

Lake Mission Viejo Association 2014 Audit Report

Lake Mission Viejo Association Balance Sheet  	 December 31, 2014
	  		O  perating	 Replacement	 Capital	 Contingency 	T otal
			   Fund		  Fund	E xpansion Fund		  Fund

ASSETS
CURRENT ASSETS 											         
 	 Cash and cash 
		  equivalents	  $	 630,801 	 $	 493,218 	 $	 88,147 	 $	 140,547 	 $	 1,352,713  

 	 Investments, net 		   893,809 		   3,787,000 		   996,000 		   249,000 		   5,925,809  
 	 Assessments receivable, 
		  net of allowance 
		  for uncollectible 		   116,623 		   – 		   – 		   – 		   116,623 
		  assessments of
		  $332,000 		   
 	 Prepaid expenses 
		  and other current 		  225,339 		   –		   – 		   – 		   225,339  
		  assets

			    	   1,866,572 		   4,280,218 		   1,084,147 		   389,547 		   7,620,484  

LONG TERM INVESTMENTS 										        
	 Investments, net		   – 		   1,146,000 		   –		  – 		   1,146,000 

			   $	 1,866,572	 $	 5,426,218	 $	 1,084,147	 $	 389,547	 $	 8,766,484 

													           
LIABILITIES AND FUND BALANCE 	 						    

CURRENT LIABILITIES 										        
	 Accounts payable	  
		  and accrued	 $	 88,322	 $	 –	 $	 –	 $	 –	 $	 88,322  
	  	 expenses	
 	 Accrued payroll 
	 and related expenses 	  196,011 		   –		   –		  –		   196,011  

	 Deferred revenues 		   1,465,239 		  – 		  – 		  – 		   1,465,239  
	 Other payables 	  	 2,000 		   –		   –		  – 		   2,000  

				     1,751,572 		   –		   –		  – 		   1,751,572 
COMMITMENTS 
AND CONTINGENCIES

FUND BALANCE 	   	 115,000 		   5,426,218 		   1,084,147 		   389,547 		   7,014,912 

 			   $	 1,866,572	 $	 5,426,218	 $	 1,084,147	 $	 389,547	 $	 8,766,484

Lake Mission Viejo Association
Notes to Financial Statements
For the Year Ended December 31, 2014
NOTE 1: COMMITMENTS AND 
CONTINGENCIES
Replacement Fund.  The Association is funding for 
major repairs and replacements over the remaining 
useful lives of the components based on the Study’s 
estimates of current replacement costs and considering 
amounts previously accumulated in the replacement 
fund.  Accordingly, the funding requirement of 
approximately $500,000 has been included in the 2015 
budget. 

For the year ended December 31, 2014 the 
contributions to the replacement fund totaled 
approximately $512,000.  

Funds are being accumulated in the repair and 
replacement fund based on estimates of future needs 
for repairs and replacements of common area property 
components.  Actual expenditures and investment 
income may vary from the estimated amounts, and 
the variations may be material.  Therefore, amounts 
accumulated in the repair and replacement fund 
may not be sufficient to meet all future repairs and 
replacements.  If additional funds are necessary, 
the Association has the right to increase regular 
assessments, approve special assessments, or delay 
major repairs and replacements until funds are 
available.

Capital Expansion and Contingency Funds. The 
Association has established a policy to accumulate 
funds for capital expansion and other unforeseen 
expenses.  Annually the Association includes 
nominal amounts in the budget for capital expansion 
and contingency funds.  In accordance with the 
Association’s policy, upon completion of accounting 
at each year-end, any excess operating income is 
transferred to the capital expansion and contingency 
funds.  For the year ended December 31, 2014 
the contributions, to the capital expansion and 
contingency funds totaled approximately $0 and 
$181,000, respectively.

Litigation.  At times, the Association is involved in 
litigation arising out of the normal course of business.   
Management, after consultation with outside counsel, 
believes there is no likelihood that the Association will 
incur any material loss as a result of these lawsuits.  
Therefore no provision for loss resulting from these 
lawsuits has been made in the accompanying financial 
statements.



Lake Mission Viejo Association 2014 Audit Report Lake Mission Viejo Association
Statement of Cash Flows
For the Year Ended December 31, 2014

	  		O  perating	 Replacement	 Capital	 Contingency 	T otal
			   Fund		  Fund	E xpansion Fund		  Fund

CASH FLOWS FROM OPERATING ACTIVITIES 								      
	 Excess (deficiency) 
		  of revenues	 $	 181,400	 $	 336,977	 $	 (29,500)	 $	 (91,853)	 $	 397,024 
		  over expenses											         
	 Adjustments to 
		  reconcile excess 
		  (deficiency) of 
		  revenues over expenses 
		  to net cash 											         
		  provided by 
		  operating activities: 										        
			   Interfund transfers	 (181,400)		   –		  –		  181,400 		  –
	 (Increase) decrease in: 										        
		  	 Assessment 		   
				    receivable		   18,610 		   – 		  – 		  – 		   18,610 

			   Prepaid expenses 
				    and other assets 	   (13,903)		   – 		  – 		  – 		  (13,903)

	 Increase (decrease) in: 										        
			   Accounts payable 
				    and accrued		   41,199 		    – 		  – 		  –		   41,199 
				    expenses 	  

			   Accrued payroll 
				    and related 		    (2,727)		   – 		  – 		  – 		   (2,727)
				    expenses 	  

			   Deferred revenues 	   250,280 		   – 		  – 		  – 		   250,280 
			   Other payables 	 	  1,031 		  – 		  – 		  – 		   1,031 

						       294,490 		   336,977 		   (29,500)		   89,547 		   691,514  

CASH FLOWS FROM INVESTING ACTIVITIES 								      
	 Redemptions 
		  of investments 		    199,000 		   3,141,000 		   1,094,000 		   249,000 		   4,683,000

	 Purchase 
		  of investments 		    (893,809)		   (3,141,000)		   (996,000)		   (249,000)		   (5,279,809)

					       (694,809)		  – 		   98,000 		  – 		   (596,809)

NET INCREASE
	 (DECREASE) IN 
	 CASH AND 		    (400,319)		   336,977 		   68,500 		   89,547 		   94,705 

	 CASH EQUIVALENTS

BEGINNING CASH  
	AND  CASH 	  	  1,031,120 		   156,241 		   19,647 		   51,000 		   1,258,008 
	E QUIVALENTS		

ENDING CASH  
	AND  CASH	 $	 630,801	 $	 493,218	 $	 88,147	 $	 140,547	 $	 1,352,713 
	E QUIVALENTS	

Lake Mission Viejo Association
Supplementary Information on Future Major Repairs and Replacements		
December 31, 2014

Component 				E    stimated	E stimated	 Replacement
						      Remaining		  Current		  Fund Balance
						U      seful Lives	 Replacement 
						      (Years)	 Cost

Automobiles 					     0 to 7	 $	 264,285	 $	 230,891 

Carpeting/Flooring 					     4 to 20		   56,215 		   45,441  

Small equipment 					     0 to 4		   219,839 		   189,870  

Snack bar equipment 					     0 to 18		   130,855 		   94,100  

Asphalt 					     1 to 17		   1,004,455 		   273,023 

Boats 					     0 to 9		   481,685 		   277,570  

Boat motors 					     0 to 4		   82,430 		   49,072  

Tractors 					     0 to 7		   91,950 		   40,208 

Sand 					     1		   152,100 		   152,100 

Mini trucks/Carts 					     0 to 5		   102,460 		   80,107 

Maintenance equipment 				    0 to 18		   353,485 		   167,417  

Fencing, railing and gates 				    0 to 24		   805,440 		   499,578 

Recreation structures 					     0 to 27		   2,346,579 		   1,530,318  

Landscape and irrigation 				    5		   59,000 		   589,196 

Lighting 					     0 to 23		   445,725 		   390,954 

Lake equipment 					     0 to 16		   132,415 		   122,885  

Air conditioning equipment 				    0 to 7		   66,370 		   54,434 

Painting 					     0 to 10		   152,280 		   105,398 

Other 					      		   21,140 		   533,656  

							       $	 6,968,708	 $	 5,426,218 

Lake Mission Viejo Association
Summary of Significant 
Accounting Policies
For the Year Ended December 31, 2014
Organization. Lake Mission Viejo Association (the 
“Association”) was incorporated in California in 
November 1976.  The Association is responsible for the 
operation and maintenance of the common property 
within the development.  The development consists 
of residential units and apartment units located in 
Mission Viejo, California. At December 31, 2014, the 
development consisted of 24,111 units.
Date of Management’s Review. In preparing the 
financial statements, the Association has evaluated 
events and transactions for potential recognition or 
disclosure through April 14, 2015, the date the financial 
statements were available to be issued.
Fund Accounting. The Association uses fund 
accounting, which requires that funds, such as 
operating funds and funds designated for future major 
repairs and replacements, be classified separately for 
accounting and reporting purposes.  Disbursements 
from the operating fund are generally at the 
discretion of the Board of Directors and management.  
Disbursements from the replacement, capital 
expansion, and contingency funds, generally may be 
made only for designated purposes.
Use of Estimates. The preparation of financial 
statements in conformity with generally accepted 
accounting principles requires management to make 
estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the 
financial statements and the reported amounts of 
revenues and expenses during the reporting period.  
Actual results could differ from those estimates.
Concentration of Credit Risk. Cash balances are 
maintained at several banks.  Non-interest bearing 
accounts at each institution are fully insured by the 
Federal Deposit Insurance Corporation (“FDIC”).  
Periodically, due to the Association’s assessment billing 
cycle, operating cash may temporarily be deposited in 
savings or other interest bearing accounts, and could 
exceed the FDIC limits of $250,000 at each financial 
institution. At December 31, 2014, the amount at risk at 
Citibank was approximately $520,000.
Cash Equivalents. Cash equivalents consist of highly 
liquid investments with maturities of three months 
or less when purchased.  The Association’s cash 
equivalent balances as of December 31, 2014 totaled 
approximately $550,000 and are kept in money market 
fund at Comerica Bank, which invest in government 
obligations and are not FDIC insured.
Investments and Interest Earnings. Investments 
consist of time certificates of deposit with annual 
interest rates ranging from 0.2% to 6.0%.  Investments 
are recorded at amortized cost, which approximates 
fair market value.  The Association intends to hold all 
investments until maturity.  All interest earnings are 
allocated to and recorded in the operating fund.
Assessments and Deferred Revenue. Association 
members are subject to assessments to provide 
funds for the Association’s operating expenses 
and replacement fund requirements.  Assessments 
receivable at the balance sheet date represent fees 
due from members.  The Association’s governing 
documents and legislated laws provide for various 
collection remedies for delinquent assessments 
including late charges, filing of liens, foreclosing on 
the member’s property within the Association, and 
obtaining judgment on other assets of the member.
Assessments collected in advance are deferred and 
recognized as revenue in the year in which the related 
services are rendered.
Allowance for Uncollectible Assessments. Allowance 
for uncollectible assessments is based upon historical 
experience and management’s evaluation of 
outstanding assessments receivable at year-end.
Property and Equipment. The developer of the 
Association donated the majority of the property and 
equipment. Valuation of these items was made as of the 
date of transfer to the Association.  Personal property 
purchased by the Association and replacements and 
improvements to the real property are not capitalized 
and are expensed as incurred.  The expense is charged 
to either the replacement or the capital expansion 
funds, in accordance with the guidelines within those 
funds.
Income Taxes. The Association has obtained 
exemption from taxation under Internal Revenue Code 
§501(c)(4) and related California Revenue and Taxation 
Code sections. Accordingly, no provision for Federal 
or state taxes has been made in the accompanying 
financial statements. 
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Orange County International 
Triathlon and Duathlon
June 7, 2015
Road Closures/Suggested Detour Route

The Orange County International Triathlon 
returns to Mission Viejo on Sunday,  June 
7, 2015. The event will start at 7:00 am and 
conclude by 10:30 am. The race will consist of a 1.5k swim in Lake 
Mission Viejo, a 40k bike ride beginning on Marguerite Parkway, north to 
El Toro Road and out through Santiago Canyon, and a 10k run, beginning on the Aliso 
Creek Bike Trail, following various trail systems leading back to the Lake. There will also be a 
Duathlon consisting of a 2k run, a 40k bike ride, and a 10k run.  
Race applications are available at www.octriseries.com. There is a discount for LMVA 
members, which can be found at www.lakemissionviejo.org.  
Temporary road closures will occur, resulting in increased travel times for some residents; 
however, no residents will be “locked in” during any portion of the race. Please visit the 
race web site at www.octriseries.com for more details, or call the information hotline at 
(949) 701-5590.
Schedule of Closures
Olympiad Road	 Melinda Road to Marguerite Parkway	 5:30 am-12:00 pm 
Marguerite Parkway	 Vista del Lago to La Barca	 5:30-11:00 am
Marguerite Parkway	 La Barca to El Toro Road	 6:30-8:30 am
Los Alisos Boulevard	 Novena to Entidad	   8:30-10:30 am
Notes
•	 Melinda Road to the entrance of LMV will remain opened to athletes and Lake members.
•	 Vista Del Lago will remain open with access to and from the south only.
•	 All intersection crossings (indicated by black dots on the map) will be closed during the 	
	 road closures. Additional intersections may incur delays.

May
10	 Happy Mother’s Day

12	 Board Meeting	 7:00 pm

17	 Sunday with	 3:00 pm
	the  Symphony	

24	 LMVYC Spring 	 1:00 pm
	 Regatta II 

25	 Memorial Day
	 Guests allowed all day

June
7	 Orange County	7:00 am
	 International 		
	 Triathlon	

9	 Board Meeting	 7:00 pm

21	 Happy Father’s Day

27	 Summer Season 
	 Begins at LMV

	 Concert I	 7:00 pm
	 WAR

28	 LMVYC Summer 	 1:00 pm
	 Regatta	

Lmv Hours
North Beach

8:00 am-10:00 pm 	 Mon-Fri
6:00 am-10:00 pm 	 Sat-Sun

East Beach
Weekends beginning 	 Sat, May 23
Daily beginning 	 Sat, June 27

Market on the Lake 
8:00 am-10:00 pm  	 Daily
With Market Dock Access Card

North Beach Snack Bar 
Weekends beginning 	 Sat, May 23
Daily beginning 	 Sat, June 20

East Beach Snack Bar
Closed

Membership/Billing Office
8:00 am-5:00 pm 	 Daily

Clubhouse Rental Office
11:00-3:00 pm	 Mon-Sat

Beach Bag Store/Lake Services
8:00 am-5:00 pm 	 Daily

Tackle Box/Boat Rentals
8:00 am-7:00 pm 	 Mon-Fri
6:00 am-7:00 pm 	 Sat-Sun
Last boat rented at 6:00 pm, 
due in at 7:00 pm.

Published by 
Lake Mission Viejo Association
22555 Olympiad Road
Mission Viejo, CA 92692
(949) 770-1313
www.lakemissionviejo.org

Lake Mission Viejo Association
Supplementary Information 
on Future Major Repairs and
Replacements
December 31, 2014 (Unaudited)

In August 2014, an independent study was conducted 
to estimate the remaining useful lives and future 
replacement costs of the components of the common 
area property.  An independent company that 
specializes in the development of these funding 
programs performed the study.  The funding program 
considers an annual inflation rate of 2% on the 
replacement cost, and does not consider interest 
earnings on amounts funded for future repairs and 
replacements.  Replacement costs were based on 
the estimated costs to repair or replace the common 
property components at the date of the study.  
The Association has not adjusted for changes in the 
estimated replacement costs, if any, since the date 
of the study.  

The information noted on page 3 is based on the 
study and presents significant information about the 
components of common property at December 31, 
2014.  The reserve study should be referred to for a 
more complete description of the Association’s assets 
and estimates used.

Independent Auditor’s 
Report (continued from page 1) 

Opinion
In our opinion, the financial statements referred to above 
present fairly, in all material respects, the financial position 
of Lake Mission Viejo Association as of December 31, 2014, 
and the results of its operations and its cash flows for the year 
then ended in conformity with generally accepted accounting 
principles of the United States of America.

Accounting principles generally accepted in the United 
States of America require that the information on future 
major repairs and replacements on page 9 be presented to 
supplement the basic financial statements.  Such information, 
although not part of the basic financial statements, is required 
by the Financial Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, 
economic, or historical context.  We have applied certain 
limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of 
management about the methods of preparing the information 
and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our 
audit of the basic financial statements.  We do not express an 
opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance.

Keyhan Hewitt Accountancy 
Corporation
Irvine, California • April 14, 2015


