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| INDEPENDENT AUDITOR'S REPORT

Board of Directors

' Habitat 1, Sectionm A

. We have audited the accompanying balance sheet of the Habitat 1, Section A
as of -December 31, 2010 and the related gtatements of revenues, expenses and changes -
in fund balances and cash flows for the year then ended. These financial statements
are the responsibllity of the company's management.' Our responaibility l1ls to
express an opinion on-these financial s'tat'e_ments based on our audit.

We conducted our audlt in accordance with auda.tlng standards generally
accepted in the United States of America: Those standards require that we plan and

,'_perform the audit to obtain- reasonable assurance about’ whethe_r the financial
. statements are free of material migstatement. An audit includes examining, on a

test b_aéis, evidence supporting the amounts and disclosures in the financial
gtatements. An audit alsec includes- assessn.ng the account:.ng pr:.nc:.ples used and

'slgnlf:l.cant est::.mates made by management,'as well as evaluat:.ng the overall

financial st_ateme_nt presentation. We believe that our audit provides a reasonable
basis for our opiniomn. - o '

In our opinion, the financial statements referred to above present fairly-_.'
in all material respects, the financial posi'tion of the Habitat 1, Section A at
December 31, 2010 and the results of its operations and cash flows for the year then
ended in conform:.ty w:.th account:.ng pr:l.nc:l.ples generally accepted in the Un;-.ted
States of Amer:l.ca. : :

Accounting principles generally accepted in the United States of America
require that the information on future major repalrs and replacements on page 10

" be presented to supplement the basic financial statements, Such information,

although not a part of the basic flnanc:r.al statements, is required by the Financial
Accounting Standards Board, who considers it to be an essential part of financial
report:.ng for placing the basic flnanc:l.al statements in an appropriate operat:.onal

econoniie, or historical cdontext. We have applied c_erta:.nl:.m:.ted procedures to the

-required sup'plementary informaticn in accordance with auditing standards generally
'accepted in the Un:.ted States of Amer:.ca, which consisted of inquiries of management

about the methods of prepar:l.ng 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 _financ:i.al
statements.’ We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient ev:.dence to express
an op:.n:.on or prov:.de any assurance.

S\Jﬂw-’ M'q% .?l'ﬂ

“May 31, 2011



'HABITAT 1,

'BALANCE SHEET

Decémber 31,

ASSETS

'CURRENT ASSETS

Cash

'Assessments recelvable
“Prepaid expenses
- Income taxes recoverable _
" Due. from replacement fund

Total current assets

SECTION A

'LIABILITIES AND FUND BALANCES

. CURRENT LIABILITIES

Accounts payable
Prepaid assessments
Due to operating fund

Total current liabilities

' FUND BALANCES

2010
Operating Replacement
fund - fund Total
& 19, 923'_ $620,854 $640,777
. 85,534 . 85,534
2,120 - 2,120
2,419 - 2,419
11,244 - 11,244
$121,240 $620,854 $742,094
'$ 6,051 s - $ 6,051 -
9,820 : - 9,820
15,871 11,244 27,115
105,369 609,610 714,979
. $121,240 $620,854  £742,094

' 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, 2010

Qperating Replacement .

: _ fund fund Total

REVENUES L ‘ ; _ ' -

. Assessments $246,790 & 64,132 '$310,922
Interest income ~19 ' 7,073 7,092
Late fee income 5,082 - 5,082
Other income - 3,048 - - 3,048 .

254,939 71,205 - 326,144

EXPENSES ‘ v

: Bad debt expense 52 - ‘ B2
Capital improvements - 101,035 101,035
- Electricity | 8,775 - 8,775
Exterminating 4,100 - 4,100

' Grounds. 18,240 - 18,240
Income taxes - 1,101 - 1,101
Insurance 15,010 - 15,010
Management fees 36,529 - 36,529

- Office expenses 4,626 :50 4,676
_Professional fees .~ 3,783 - 3,783
Repairs and maintenance 72,728 - 72,728
Snow removal 12,375 - . 12,375
Water and sewer 36,819 - 36,819

214,138 - 101,085 315,223
EXCESS (DEFICIENCY) OF | . - ' :
'REVENUES OVER -EXPENSES 40,801 (29,880) 10,921

¥UND BALANCES. . .

- beginning of year .- 64,568 639,490 704,058

FUND BALANCES o ' Co :

' . end of year $105,369 $609,610 $714,979

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

STATEMENT OF CASH FLOWS

Year ended December 31, 2010.

Replacement

See iDdependeﬁt auditor's report and notes to

. -6 -

(o)

Operating
fund fund Total
CASH FLOWS FRCM OPERATING
ACTIVITIES '
Excess (deficiency) of _ o . . :
revenues over expenses - $ 40,801 $(29,880) $ 10,921 .. -
Adjustments to reconcile : . - ‘ '
excess (def1c1ency) of]j
- revenues over expenses .
to net cash provided by
operating activities:
(Increase) decrease in: : : o
Assessments receivable . (36,842) - . (36,842)
Prepaid expenses : " {216) - (216)
Income taxes recoverable {L,033) - {1,033)
" bue from replacement'fund . 2,256 - 2,256
Increase {decrease) in: -~ . - ' T '
Accounts payable o (9) -
Prepaid assessments o (653) : - . {653)
- Due to operating fund - (2,256) (2,256)
NET CASH PROVIDED (USED) 5 o =
"BY OPERATING ACTIVITIES ' 4,304 (32,136) . {27,832)
NET INCREASE (DECREASE) IN - S
 CASH AND CASH EQUIVALENTS . 4,304 (32,1386) (27,832)
CASH AND CASH EQUIVALENTS AT ' ' :
BEGINNING OF YEAR _ o , 15,619 652,990 668,609
CASH AND CASH EQUIVALENTS AT . ‘ : -
END OF YEAR _ $ 19,923 $620,854 5640,777
SUPPLEMENTAL - INFORMATION - .
- Income taxes paid . L : -8 2,134 [ - g 2,134

financial statements.



 HABITAT 1, SECTION: A
 NOTES TO FINANCIAL STATEMENTS

December 31, 2010

 NOTE A - ORGANIZATION, PURPOSE, AND MANAGEMENT

.Habitat l, Section 2, an:unincorporated'aSSOCiation, exists for thee
private benefit of its members having as its purpose the general upkeep

rand maintenance of the common elements of the development and any other -

common expenses of the unit owners. The Association, located in Crofton,
Maryland, is comprised of 108 re51dent1al condomlnlum units.

The Association has engaged Brodie Management' Inc. ag its agent to
collect malntenance feas for the unit owners, to administer the pollcles
of the Board of . D:Lrectors "and to assist in the management of the

'Assoclat;on s affalrs.

NOTE B - SUMMARY OF SIGNIFICANT AccoUNTING POLICIES

A summary of the s1gn1flcant pollcles conS1stent1y applled in the_

_preparatlon of the accompanylng statements follows-

1.' Funds -

The Association uses fund accounting, which requires 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 cdrpOrations. For the year ended
December 31, 2010, the Association was taxed as a regular
corporation. As a regular corporation, membership income isg
exempt from taxation if certain elections are made, and the
Association is taxed only on its nonmembership income, such as
'interest'earned, at regular federal and state corporate rates.
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 HABITAT 1, SECTION A .
 NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2010

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
3.  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
. asgets and liabilities at the date of the f1nanc1a1 statements
and the reported amounts of revenues and expenses during the
reporting perlod. “Actual results could differ from those
estimates. - o ' E -

' NOTE C - REPLACEMENT FUND

“The Association's governlng documents requlre that_ funds be
accumulated for future major repairs and replacements. Accumulated funds

 are held in separate savings accounts and generally are nct avallable for

expenditures for normal operatlons.

The Board of Directors conducted a study in 2005 to estimate the

_‘rema:l.n:Lng useful lives'and the replacement costs of the components of common
. property. The table included in the unaudited supplementary information -

of Future Major Repairs and Replacements is baSed on the study.

The board is funding for major repairs and replacements over the
rema1n1ng useful lives of the components based on the study's estlmates
of current replacement costs and considering amounts prev1ously,
accumulated in the replacement fund. Actual expenditures and 1nvestment-

“income may vary from the estimated amounts, and the variations may be
.material. Thexefore, 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 the Association has the right, subject. tc‘

membershlp approval to increase regular assessments, pass spec1al
assessments, or delay major repairs and replacements until funds are

available."
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HABiTAT 1, SECTION A
'SUPPLEMENTARY INFORMATION ON. FUTURE MAJOR REPATIRS AND.
REPLACEMENTS

December 31, 2010

. {(Unaudited)

The. Board of Directors.conducted a study in 2005 to estimate the
remaining ugseful lives and the replacement costs of the components- of common -
property. Replacement costs were based on the estlmated costs to repair
or replace the common property components. at the date of the study'

'Estimated current replacement costs have not been revised since that date.

~and do not take into account the effects of inflation between the date of

"the study and the date that the components will require repalr' or
o replacement '

The following table is based on. the study and presents 51gn1f1cant
1nformat10n about the components of ¢ommon property.

- ESTIMATED ESTIMATED

REMAINING . CURRENT
. . . _ 'U?EFULILIFE _ REPLACEMENT
. COMPONENTS - _ ..-(INVYEARS) | ' B -‘cosm
lConcrete ' B | o - 8 o | $ 63;492 .
ISiding_ S l"ld : .  _' L | 12. :-- _ 651;066h
Roofs : ' ” l 7.5 ) | 202;500'
;Asphalt-baving‘ o o unknown.‘ _ - ' unknown
_Gutters ._and downsp.outs ._ - REE 4 o | _ | 17,485
Windows '_"'._. | o - -:., 0 | o 415;600
Doors‘with‘side windows A " : ,.__ -3 '199,800
.Garage doors . . : ) 0-3' 7_'h7' 92,500.
.'Electrical' N . ~ 0-3 : 107,250
Water and sewer - ..l o o - _.' 2 | : . .32,l75'
TOTAL - o o §1,782,002
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