
Sunday, May 20th marks the return 
of the South Coast Symphony to 
Lake Mission Viejo, presenting their 
program “Stars On Broadway.”  
The music starts at 3:00 pm, 
with BARRY SILVERMAN 
conducting.  Also returning 
is soloist SUSAN EGAN.  
Her performance resumé is 
impressive by any standards 

and hers is a voice not to be missed! 

Susan headlined on Broadway in Thoroughly Modern Millie, 
won critical acclaim as “Sally Bowles” in Cabaret, starred in Triumph of Love 

and State Fair, and received Tony Award and Drama Desk nominations for “Best Actress” 
as the original “Belle” in Disney’s Beauty and the Beast. 

Tony’s Sea Landing will be open and providing snack bar fare as well as beer, wine, and treats.  
Come down, spread your blanket, and enjoy the show!

SUNDAY WITH THE SYMPHONY –
STARS ON BROADWAY • MAY 20 • 3:00 PM

Orange County International 
Triathlon and Duathlon
June 3, 2018 • Road Closures/
Suggested Detour Route
What a great way to kick off the summer!  The Orange International 
Triathlon returns to Mission Viejo on Sunday, 
June 3, 2018.  The event will begin at 7:00 am with an award ceremony 
to follow the event conclusion at 10:30 am. 
The race will consist of a 1.5k swim in Lake Mission Viejo, a 40k bike 
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, 40k bike and 
a 10k run.  Race applications are available online at www.
OCtriseries.com.
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.  
For more details, please visit the race website at www.OCtriseries.com or call the information 
hotline at (760) 713-7290.

SCHEDULE OF CLOSURES
•	 Marguerite Parkway: Vista del Lago to La Barca 

(5:30-11:00 am)
•	 Olympiad Road: Melinda Road to Marguerite 

Parkway (5:30 am-12 noon)
•	 Marguerite Parkway: La Barca to El Toro Road 

(6:30-8:30 am)
•	 Los Alisos Blvd: Novena to Entidad (8:30-10:30 am)
NOTES
•	 Melinda Road to the entrance to Lake MV will 	
	 remain open to athletes and Lake members.
•	 Vista del Lago will remain open with access to and 

from the south only.

To the Members of Lake 
Mission Viejo Association
Within these pages, you will find the 
certified independent audit report from 
the Invisible Accounting Solutions.  
This report reflects the financial status of 
the Lake Mission Viejo Association for the 
calendar year ending December 31, 2017.

The 2017 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 
to 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

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.  

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, 2017, 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, Continued on page 3

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.  



Lake Mission Viejo Association 
Statement of Revenues, Expenses and Changes in Fund Balance
For the Year Ended December 31, 2017
	  		  Operating			   Replacement		  Capital		  Contingency 		  Total
			   Fund			   Fund		 Expansion Fund		  Fund
								      
REVENUES 											         
	  Assessments	 $	 5,478,309	 $	 647,995	 $	 –	 $	 –	 $	 6,126,304  
	  Boat rental 
		  and storage 	  	 474,580 		  – 		  –		  – 		   474,580  

	  Interest 	  	 75,140 		  – 		  – 		  – 		   75,140  
	  Recreation and sales  	 387,106 		  – 		  – 		  – 		   387,106  
	  Other 	  	 660,331 		   15,187 		   50,041 		  – 		   725,559  

			    	7,075,466 		   663,182 		   50,041 		  – 		   7,788,689    

EXPENSES		
Concerts and  	 special events		  666,240 		   –		  – 		  – 		   666,240 

Consulting and 
	 outside services 		   354,964 		   –		  – 		  – 		   354,964  

Fish stocking 		   150,299 		  – 		  – 		  – 		   150,299  
General and 
	 administrative 		   289,380 		  – 		  –		  – 		   289,380  

Insurance 		   195,031 		  – 		  – 		  –		   195,031  
Lake refill and 
	 quality management 	  399,855 		  – 		   – 		   – 		   399,855  

Maintenance 
	 and repairs 		   428,611 		   401,417 		   942,472 		   55,756 		   1,828,256  
Professional services 		   160,111 		  – 		  – 		  – 		   160,111  
Salaries and related 		   3,683,249 		  – 		  – 		  – 		   3,683,249  
Uncollectible 
	 membership 		   24,000 		  – 		  – 		  – 		   24,000 
	 dues and fees 		   

Utilities 		   189,625 		  – 		  – 		  – 		   189,625  

			    	6,541,365 		   401,417 		   942,472 		   55,756 		   7,941,010  

EXCESS (DEFICIENCY) 	
	 OF REVENUES 	  	 534,101 		   261,765 		   (892,431)		   (55,756)		   (152,321)
	 OVER EXPENSES 
BEGINNING FUND 	   	
	 BALANCE	  	

 220,868 		   5,493,779 		   1,051,216 		   206,570 		   6,972,433 

 INTERFUND 
	 TRANSFERS 	 	     (534,101)		   284,101 		   175,000 		   75,000 		  –   

ENDING FUND 
	 BALANCE	 $	 220,868	 $	6,039,645	 $	 333,785	 $	 225,814	 $	6,820,112

Lake Mission Viejo Association Balance Sheet  	 December 31, 2017

	  		  Operating	 Replacement	 Capital	 Contingency 	 Total
			   Fund		  Fund	 Expansion Fund		  Fund

ASSETS
CURRENT ASSETS 											         
	  Cash and 		
		  cash equivalents 	  $	 2,183,711	 $	 112,262 	 $	 333,785	 $	 225,814	 $	 2,855,572 

	 Investments, net 	  	 – 		   2,955,383 		    – 		   – 		   2,955,383  
	 Assessments 
		  receivable, net of 
		  allowance for 
		  uncollectible 	  	 124,728 		    – 		    – 		    – 		   124,728 
		  assessments 
		  of $378,000 		   
	 Prepaid expenses 
		  and other 	  	 264,608 		    – 		    – 		    – 		   264,608 
		  current assets 	  

			    	2,573,047 		   3,067,645 		   333,785 		   225,814 		   6,200,291

LONG TERM INVESTMENTS 										        
	  Investments, net 	  – 		   	 2,972,000 		   – 		   – 		   2,972,000  

	 		  $	2,573,047	 $	6,039,645	 $	 333,785	 $	 225,814	 $	9,172,291

LIABILITIES AND FUND BALANCE 	 						    
CURRENT LIABILITIES 										        
	 Accounts payable 
		  and accrued	 $	 523,021	 $	 –	 $	 –	 $	 – 		   $523,021  
		  expenses	  
	 Accrued payroll and 
		  related expenses 	  	 229,481 		    – 		    – 		    – 		   229,481  

	  Deferred revenues	  	 1,595,072 		    – 		    – 		    – 		   1,595,072  
	  Other payables 	  	 4,605 		    – 		    – 		    – 		   4,605  

			    	 2,352,179 		    – 		    – 		    – 		   2,352,179  

COMMITMENTS AND CONTINGENCIES

FUND BALANCE 	  	 220,868		  6,039,645		  333,785		  225,814		  6,820,112 

 			   $	2,573,047	 $	6,039,645	 $	 333,785	 $	 225,814	 $	9,172,291   

May
	 8	 Board Meeting 	 7:00 pm
	13	 HAPPY MOTHER’S DAY
19	 LMVYC Spring 	 1:00 pm
		  Regatta II
	20	 SUNDAY WITH THE SYMPHONY 	 3:00 pm
	28	 MEMORIAL DAY
		  Guests allowed all day; normal
 		  guest fees and policies apply

June
	 3	 Orange County Int’l Triathlon	 7:00 am
10	 LMVYC Summer Regatta	 1:00 pm
	12	 Board Meeting 	 7:00 pm
	17	 HAPPY FATHER’S DAY
	23	 SUMMER SEASON BEGINS AT LMV	
		  East Beach Open Daily
		  Concert I “Rock Under the Radar”	 7:00 pm
		  BARNS COURTNEY 

The very popular European RS Tera has quickly 
grown in popularity in Southern California 
sailing, and LMVA has recently introduced two 
of these exciting new sailboats to our fleet.  At 
just 9 feet long and only 88 pounds of sturdy, flexible 
polyethylene plastic, this boat is built for younger and 
lighter sailors.  Come down to the Lake and give this 
great “little boat” a try!
It’s quick and simple to rig by youngsters.  It’s 
tough and above all, the emphasis is on fun afloat while 
building incredible sailing experiences.  The RS Tera is 
an ideal boat for single sailors, or two light children  – 
with a total weight of 60-150 pounds, and can be rented 
to sailors as young as 12 years old for $7.00 per hour.
Also available for 16 year-olds and up, are ten 
14’ Capri sailboats.  These are perfect for up to 
five sailors and rent for only $7.00 per hour.  

Boat 	 Min.	 Capacity	 Hourly 	 Deposit
Rental	 Age		    	

15’ Row	 8 yrs	 6	 $5.00	 $5.00

15’ Electric	 16 yrs	 6	 $7.00	 $7.00

14’ Sailboat	 16 yrs	 5	 $7.00	 $7.00

Tera Sailboat	 12 yrs	 1 - 2	 $7.00	 $7.00

Are your kids interested in sailing but haven’t yet honed 
their skills?  Summer Camps and Private/Semi-
Private Sailing lessons at LMV are available 
from www.WestwindSailing.com.  The LMV 
Yacht Club also offers a Junior Sailing program 
open to members of LMVA who are 8 to 18 
years of age.  Lessons are free, but there is a nominal 
annual fee for use of club boats.  Program goals are 
to introduce team members to the fun of competitive 
sailing and advance their sailing skills in a safe 
environment.  Visit www.LMVYC.org. 

Lake Mission Viejo Association 2017 AUDIT REPORT

Quick, Steady, and Very Easy to Sail!



Lake Mission Viejo Association
Summary of Significant 
Accounting Policies
For the Year Ended December 31, 2017

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, 2017, the 
development consisted of 24,496 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 10, 2018, 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 Risk.  Cash balances are 
maintained at several banks.  Accounts at each 
institution are insured by the Federal Deposit Insurance 
Corporation (“FDIC”) up to $250,000.  Periodically, 
due to the Association’s assessment billing cycle, 
operating cash may temporarily be deposited in various 
accounts, and could exceed the FDIC limits at each 
financial institution.  At December 31, 2017, balances 
at Mutual of Omaha exceeded the FDIC limit by 
approximately $600,000.

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, 2017 totaled approximately 
$2,000,000 and are kept in money market funds at 
Comerica, Mutual of Omaha, and Seacoast Commerce.  
Comerica money markets 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 0.4% to 1.9%.  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.
Assessments 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 

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.

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, 2017, 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.

Disclaimer of Opinion on Required 
Supplementary Information

Accounting principles generally accepted 
in the United States of America require 
that the information on future major 
repairs and replacements be presented 
to supplement the basic financial 
statements.  Such information, although 
not part of the basic financial statements, 
is required by the Financial Accounting 

INDEPENDENT AUDITOR’S REPORT 
Board of Directors, Lake Mission Viejo Association

Lake Mission Viejo Association Statement of Cash Flows
For the Year Ended December 31, 2017

	  		  Operating	 Replacement	 Capital	 Contingency 	 Total
			   Fund		  Fund	 Expansion		  Fund
						      Fund

CASH FLOWS FROM OPERATING ACTIVITIES 								      
Excess (deficiency) 
	 of revenues over	 $	 534,101	 $	 261,765	 $	 (892,431)	 $	 (55,756)	 $	 (152,321)
			   expenses 				     						    
Adjustments to reconcile excess (deficiency) of revenues over expenses to net cash provided 
	 by operating activities: 									       

	 Interfund transfers		   (534,101)		   284,101 		   175,000 		   75,000 		   – 

	 (Increase) decrease in: 										        
		  Assessment 
			   receivable 		   (8,063)		  – 		  – 		   –		   (8,063)
		   Prepaid expenses 
			   and other assets	  (206,916)		   – 		   – 		   – 		   (206,916)

								      

	 Increase (decrease) in: 										        
		  Accounts payable and
			   accrued expenses 	  487,988 		  – 		   – 		   – 		   487,988 

		   Accrued payroll and 
			   related expenses 	  7,668 		   – 		   – 		   – 		   7,668  

		   Deferred revenues 	  81,892 		  – 		   – 		   – 		   81,892  
		   Other payables 		   2,105 		  – 		  – 		  – 		   2,105 

				     	  364,674 		   545,866 		   (717,431)		   19,244 		   212,353 

		   
CASH FLOWS FROM INVESTING ACTIVITIES 								      
Redemptions 
	 of investments 		   – 		   11,129,540 		   999,000 		   200,000 		   12,328,540 
 Purchase of investments 	  – 		  (12,034,000)		   – 		   – 		  (12,034,000)

				     	  – 		   (904,460)		   999,000 		   200,000 		   294,540 

NET INCREASE
	 (DECREASE) IN 
	 CASH AND CASH		     364,674 		   (358,594)		   281,569 		   219,244 		   506,893 

	 EQUIVALENTS

BEGINNING CASH  
	 AND CASH 	  	   1,819,037 		   470,856 		   52,216 		   6,570 		   2,348,679 
	 EQUIVALENTS		

ENDING CASH  
	 AND CASH	 $	2,183,711	 $	 112,262	 $	 333,785	 $	 225,814	 $	2,855,572 
   	EQUIVALENTS	

Continued from page 1

Continued on page 4

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.

Invisible Accounting Solutions • April 10, 2018

Lake Mission Viejo Association 2017 AUDIT REPORT
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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.

Replacement Fund.  The 
Association’s governing documents 
require that funds be accumulated 
for future major repairs and 
replacements.  Accumulated funds 
are kept in separate accounts and are 
generally not available for normal 
operations.  Disbursements are to be 
made only if specifically approved 
by the Board of Directors.  An 
independent study (the “Study”) of 
the Association’s replacement fund 
was conducted in August 2017, for the 
purpose of estimating the remaining 
useful lives and the replacement 
costs of the components of common 
property.  The table included in 
the accompanying unaudited 
supplemental information on Future 
Major Repairs and Replacements is 
based upon the Study.

Lake Mission Viejo Association
Supplementary Information 
on Future Major Repairs and Replacements		
December 31, 2017

Component	 Estimated		  Estimated		  Replacement
	 Remaining		  Current		  Fund
	 Useful Lives		  Replacement		  Balance
	 (Years)

Automobiles 	 0 to 7	 $	 282,250	 $	 236,647 
Carpeting/Flooring 	 0 to 3		   54,213 		   47,476  

Small Equipment 	 0 to 3		   228,024 		   181,478  

Snack Bar Equipment 	 1 to 16		   87,030 		   58,532 

Asphalt 	 1 to 13		   1,070,748 		   419,624  

Boats 	 0 to 7		   525,490 		   363,342 

Boat Motors 	 0 to 3		   84,350 		   49,720  

Tractors 	 1 to 6		   99,150 		   61,658  

Sand 	 0		   165,000 		   165,000  

Mini Trucks / Carts 	 0 to 4		   121,650 		   62,512  

Maintenance 
Equipment 	

0 to 14		   384,850 		   234,801  

Fencing, Railing 
and Gates 	

0 to 20		   871,353 		   618,960  

Recreation Structures 	 0 to 23		   2,538,210 		   1,606,923 

Landscape 
and Irrigation 

	 1		   63,850 		   388,885  

Lighting 	 0 to 23		   587,780 		   141,083 

Lake Equipment 	 1 to 12		   141,300 		   147,623  

Air Conditioning 
Equipment 	

1 to 8		   76,780 		   61,555  

Painting 	 0 to 7		   153,600 		   111,603

Components 
Renovations		

 	 – 		   519,587
 

Other 			    22,390 		   562,636  

		  $	7,558,018	 $	6,039,645    

LMV Hours
North Beach

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

East Beach
10:00 am-7:00 pm
	 Weekends beginning 	 Sat, May 26
10:00 am-10:00 pm
	 Daily beginning 	 Sat, June 23

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

North Beach Snack Bar 
Open weekends only 
	 beginning 	 Sat, May 12
Daily beginning 	 Sat, June 9

East Beach Snack Bar 
Vending Machines Available on Site

Membership/Billing Office
8:00 am-5:00 pm 	 Daily
6:00 am-4:00 pm	 Concert Saturdays

Clubhouse Rental Office			 
	 11:00-3:00 pm	 Mon-Fri
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.
Beginning June 2
Last boat rented at 7:00 pm, 
due in at 8:00 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, 2017 (Unaudited)

In August 2017, 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 following information is based on the 
study and presents significant information 
about the components of common property 
at December 31, 2017.  The reserve study 
should be referred to for a more complete 
description of the Association’s assets and 
estimates used.

Lake Mission Viejo Association Notes to Financial Statements
For the Year Ended December 31, 2017

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 $670,000 has been included 
in the 2018 budget.  
For the year ended December 31, 2017 the contributions to the replacement fund totaled approximately $648,000.  
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 replacement, capital expansion and contingency funds.  For 
the year ended December 31, 2017 the contributions, to the replacement, capital expansion and contingency funds totaled 
approximately $284,000, $175,000 and $75,000, 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.

Summary of Significant 
Accounting Policies
Continued from page 3


