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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Habitat 1, Sectiom A

We have audited the accompanying'balance sheet of Habitat 1,
Section A as of December 31, 2007 and the related statements of
revenues, expenses and changes in fund balances and cash flows for the
year then ended. These financial statements are the regponsibility
of the company's management, Our responsgibility is to express an
" opinion on these financial 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
asgurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test bagis, evidence
supporting the amounts and digcloguresg in the financial statements,
An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Habitat 1, Section A at December 31, 2007 and the resultsg of its
operations and cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of
America,.

The Table of Future Repairs and Replacements on page 11 is not
a required part of the basic financial statements but is supplementary
information required by the American Institute of Certified Public
Accountants. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods
of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on
it.

Shcas poestes b5

December 24, 2008




HABITAT 1, SECTION A

BALANCE SHEET -

December 31, 2007

ASSETS
Operating Replacement
fund fund Total
CURRENT ASSETS

Casgh £ 3,347 $579,444 £582,791
Aggessments receivable 11,832 - : 11,832
Accounts receivable 202 - 202
Accrued interest receivable - 1,78¢ 1,790
Prepaid expenses 1,980 - 1,980
Due from operating fund - 4,973 4,973
Total current assets $ 17,361 5586,207 $603,568

LIABILITIES AND FUND BALANCES

CURRENT LIABILITIES :
Accounts payable $ 12,493 3 - $ 12,483
Prepaid assessments 9,807 - 9,807
Income taxes payable 5,525 - 5,525
Due to replacement fund 4,873 - 4,873
Total current liabilities 32,798 - 32,798
FUND BALANCES (DEFICIT) (15,437) 586,207 570,770
$ 17,381 $586,207 5603,568

See independent auditor's report and notes to financial statements.
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HABITAT 1, SECTION A

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES

Year ended December 31, 2007

REVENUES

Assessments
Interest income
Late fes income
Other income

EXPENSES

Bad debt expense
Capital improvements
Electricity
Exterminating
Grounds

Income taxes
Insurance
Management fees
Dffice expense
professional fees
Repairs and maintenance
gnow and ice removal
Water and sewer

FXCESS (DEFICIENCY) OF
REVENUES OVER EXPENSES

FUND BALANCES

- beginning of year

FUND BALANCES {DEFICIT)

- end of year

See independent auditor's report and notes t

'Qperating:_Repiacement

- Total

fund __fund
236,863 $ 59,632 $296,495
12 24,918 24,930
3,305 - 3,305
1,593 - 1,593
241,713 84,550 326,323
26 - 26
79,906 - 79,906
8,003 - 8,003
4,100 - 4,100
22,455 - 22,455
4,865 - 4,865
21,218 - 21,218
33,108 - 33,108
3,957 60 4,017
8,967 - 8,967
66,056 - 66,056
9500 - 900
35,469 - 15,469
289,030 60 289,090
(47,257) 84,490 37,233
31,820 501,717 533,537
& (15,437) $586,207 $570,770

-5-
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HABITAT 1, SECTION & . -

STATEMENT OF CASH FLOWS

Year_éﬁded December 31, 2007

'Operating Replacement

fund fund Total
CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenues
over expenses $(47,257) & B4,450 § 37,233
Adjustments to reconcile excess
{deficiency) of revenues over
expenses to net cash provided
by operating activities:
{Increase) decrease in:
Assessments receivable {4,429) - (4,429)
Accounts receivable {202) - (202)
Accrued interest receivable - (1,790} S {1,780)
Prepaid expenses 1,472 - 1,472
Due from replacement fund 22,300 -, 22,300
Due from operating fund - (4,973) (4,973)
Increase (decrease) in:
Accounts payable 6,081 - 6,081
Prepaid assessments (5,326) - (5,326)
Tncome taxes payable 3,365 - 3,365
Allowance for doubtful
accounts (1,725) - {1,725)
Due to operating fund - (22,300) (22,300)
Due to replacement fund 4,973 - 4,873

NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES (20,748)

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS {20,748)

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 24,085

55,427 34,679
55,427 34,679
524,017 548,312

CASH AND CASH EQUIVALENTS AT
END OF YEAR $ 3,347

$§579, 444 $882,791

SUPPLEMENTAL DISCLOSURE
Income taxes paid g 1,500

- $ 1,500

See independent auditor's report and notes to financial statements.
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HABITAT 1, SECTION A . °
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE A - ORGANIZATION, PURPOSE, AND MANAGEMENT

Habitat 1, Section A, an unincorporated association, exists for the
private benefit of its members having as its purpose the general upkeep
and maintenance of the common elementsg of the development and any other
common expenses of the unit owners. The Association, located in Crofton,
Maryland, is comprised of 108 residential condominium units.

The Association has engaged Brodie Management, Inc. as its ageant to
collect maintenance fees for the unit owners, to administer the policies
of the Board of Directors and to assist in the management of the
Asgociation's affairs.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant policies consistently applied in the
preparation of the accompanying statements follows:

1. Funds

The Asgsgociation uses fund accounting, which regquires that
funds, such as operating and replacement funds, be classified
separately for accounting and reporting purposes. The
operating fund is used to account for financial resources
available for the general operations of the Association. The
replacement fund is used to accumulate financial resources
designated for future major repairs and replacements.

2. Income taxes

Condominium associations may be taxed either as homeowners'

associations or as regular corporations. For the year ended
December 31, 2007, the Association was taxed as a regular
corporation. As a regular corporation, membership income is

exempt from taxation if certain elections are made, and the
Association is taxed only on its ncomembership income, such as
interest earned, at regular federal and state corporate rates.




HABITAT 1, SECTION A
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2007

NOTE B - SUMMARY OF SIGNIFICANT ACCQUNTING POLICiES - CONTINUED
3. Property and eguipment

The Association capitalizes all property and eqﬁipment to which
. it has title or other evidence of ownership with the exception
of real property directly associated with the units.,

4., 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.

NOTE ¢ -~ REPLACEMENT FUND

The Association's governing documents require that funds be
accumulated for future major repairs and replacements. Accumulated funds
are held in separate savings accounts and generally are not available for
expenditures for normal operations.

The Board of Directorgs conducted a sgtudy in 2005 to estimate the
remaining useful lives and the replacement costs of the components of
common property. The table included in the unaudited supplementary
information on Future Major Repairs and Replacements is based on the
study.

The board 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. The funding for future expenditures
will be from accumulated funds and special assessments.




HABITAT 1, SECTION A
NOTES TO FINANCIAL STATEMENTS - CONTINUED

Decembar 31, 2007:

NOTE € - REPLACEMENT FUND - CONTINUED

Funds ' are being accumulated in the replacement fund based on
estimated future costs for repairs and replacements of common property
components. Actual expenditures and investment income may vary from the
estimated amounts, and the variations may be material. Therefore,
amounts accumulated in the replacement fund may not be adequate to meet
all future needs for major repairs and replacements. If additional funds
are needed within the year, the Association has the right, gubject to
membership approval, to increase regular assessments, pass special
assessments, or delay major repalrs and replacements until funds are
available.

NOTE D - UNINSURED CASH BALANCES

The Association maintains its cash and bank deposit accounts which
at times may exceed federally insured limits. The Association does not
believe that it is exposed to any significant credit risk on cash and
cash equivalents,
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HABITAT 1, SECTION A

SUPPLEMENTARY INFORMATION ON FUTURE MAJOR REPAIRS AND
' REPLACEMENTS ' ' '

December 31, 2007
(Unaudited)
The board of directors conducted a study'in 2005 to estimate the
remaining useful lives and the replacement cogts of the components of

Common property.

The following table is based on the study and presents gignificant
information about the components of commnon property.

ESTIMATED ESTIMATED

7 REMAINING CURRENT
i ‘ USEFUL LIFE REPLACEMENT

COMPONENTS {IN _YEARS) CO8T
Concrete 8 | ék 63,492
Siding o 12 651,000
Roofs E 7.5 202,500
Asphalt paving unknown unknown
Gutters and downspouts 4 17,485
Windows 0 , 415,800
Doors with side windows 0-3 189,800
Garage doors _ 0-3 92,500
Electrical 0-3 107,250
Water and sewer 2 32,175
TOTALS £1,782,002
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