
  

MAINLANDS SECTION 1 AND 2 CIVIC ASSOCIATION, INC. 

 

July 23, 2015  

Lanter, Leonardo and Levy, LLC 

1800 NW Corporate Blvd., Ste. 303 

Boca Raton, FL 33431 

This representation letter is provided in connection with your audit of the financial statements of Mainlands Section 1 and 2 

Civic Association, Inc., 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, for the purpose of expressing an opinion as to whether the financial statements are presented fairly, in all material 

respects, in conformity with accounting principles generally accepted in the United States of America (U.S. GAAP). 

Certain representations in this letter are described as being limited to matters that are material. Items are considered material, 

regardless of size, if they involve an omission or misstatement of accounting information that, in light of surrounding 

circumstances, makes it probable that the judgment of a reasonable person relying on the information would be changed or 

influenced by the omission or misstatement. An omission or misstatement that is monetarily small in amount could be 

considered material as a result of qualitative factors. 

We confirm, to the best of our knowledge and belief, as of July 23, 2015, the following representations made to you during 

your audit. 

Financial Statements 

1) We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated October 23, 2014, 

including our responsibility for the preparation and fair presentation of the financial statements. 

2) The financial statements referred to above are fairly presented in conformity with U.S. GAAP. 

3) We acknowledge our responsibility for 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. 

4) We acknowledge our responsibility for the design, implementation, and maintenance of internal control to prevent and 

detect fraud. 

5) Significant assumptions we used in making accounting estimates, including those measured at fair value, are reasonable. 

6) Related party relationships and transactions have been appropriately accounted for and disclosed in accordance with U.S. 

GAAP. 

7) All events subsequent to the date of the financial statements and for which U.S. GAAP requires adjustment or disclosure 

have been adjusted or disclosed. 

8) The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the financial 

statements as a whole. A list of the uncorrected misstatements is attached to the representation letter. 

9) The effects of all known actual or possible litigation, claims, and assessments have been accounted for and disclosed in 

accordance with U.S. GAAP. 

10) Material concentrations have been properly disclosed in accordance with U.S. GAAP. 

11) Guarantees, whether written or oral, under which the Association is contingently liable, have been properly recorded or 

disclosed in accordance with U.S. GAAP. 

12) Transfers or designations of fund balance or interfund borrowings have been properly authorized and approved and have 

been properly recorded or disclosed in accordance with GAAP. 

13) Uncollectible interfund loans have been properly accounted for and disclosed in accordance with GAAP. 

Information Provided 

14) We have provided you with: 

a) Access to all information, of which we are aware, that is relevant to the preparation and fair presentation of the 

financial statements, such as records, documentation, and other matters. 



  

b) Additional information that you have requested from us for the purpose of the audit. 

c) Unrestricted access to persons within the Association from whom you determined it necessary to obtain audit 

evidence. 

15) All material transactions have been recorded in the accounting records and are reflected in the financial statements. 

16) We have disclosed to you the results of our assessment of the risk that the financial statements may be materially 

misstated as a result of fraud. 

17) We have no knowledge of any fraud or suspected fraud that affects the Association and involves: 

a) Management, 

b) Employees who have significant roles in internal control, or 

c) Others where the fraud could have a material effect on the financial statements. 

18) We have no knowledge of any allegations of fraud or suspected fraud affecting the Association’s financial statements 

communicated by employees, former employees, regulators, or others. 

19) We have no knowledge of any instances of noncompliance or suspected noncompliance with laws and regulations whose 

effects should be considered when preparing financial statements. 

20) We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects should be 

considered when preparing the financial statements. 

21) We have disclosed to you the identity of the Association’s related parties and all the related party relationships and 

transactions of which we are aware. 

22) The Association has satisfactory title to all owned assets, and there are no liens or encumbrances on such assets nor has 

any asset been pledged as collateral. 

23) We acknowledge our responsibilities for presenting the required supplementary information (RSI) in accordance with 

U.S. GAAP. The RSI is measured and presented within prescribed guidelines, and the methods of measurement and 

presentation have not changed from those used in the prior period. We have disclosed to you any significant assumptions 

and interpretations underlying the measurement and presentation of the RSI. 

24) We acknowledge our responsibility for presenting the Schedule of Future Major Repairs and Replacements in 

accordance with U.S. GAAP, and we believe the Schedule of Future Major Repairs and Replacements, including its form 

and content, is fairly presented in accordance with U.S. GAAP. The methods of measurement and presentation of the 

Schedule of Future Major Repairs and Replacements have not changed from those used in the prior period, and we have 

disclosed to you any significant assumptions or interpretations underlying the measurement and presentation of the 

supplementary information. 

25) The board of directors has conducted a study to determine the estimated funding needed for future major repairs and 

replacements. As of the date of the report, the study has not been used to estimate and fund reserves.  

26) The Association’s allocation of expenses against exempt and nonexempt function income conforms with IRS rules, 

which require that the allocation be made “on a reasonable basis. We have adequately documented such allocation. 

27) We understand that management is responsible for the Association’s choice of filing 1120-H and the consequences 

thereof. 

 

Signature:    

 

Title:    
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Communication of Internal Control Related Matters (SAS No.115) 

 
July 23, 2015 
 
To the Board of Directors 
Mainlands 1 and 2 Civic Associations, Inc. 
Florida 
 
In planning and performing our audit of the financial statements of Mainlands 1 and 2 Civic Associations, Inc. as 
of and for the year ended December 31, 2014, in accordance with auditing standards generally accepted in the 
United States of America, we considered Mainlands 1 and 2 Civic Associations, Inc. internal control over financial 
reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the Organization’s internal control.,  Accordingly, we do not express an opinion on 
the effectiveness of the Organization’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were not identified.  
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  
 
A material weakness is a deficiency, or a combination of deficiencies in internal control, such that there is a 
reasonable possibility that a material misstatement of the organization’s financial statements will not be prevented, 
or detected and corrected, on a timely basis. Our job as your financial statement auditor is to make you aware of 
and assist you in understanding these material weaknesses and significant deficiencies, assist you in 
understanding them, and thereby enable you to make informed business decisions about how best to respond to 
the potential risks. 
 
Material Weakness 
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or 
detected and corrected on a timely basis.  We did not identify any deficiencies in internal control that we consider 
to be a material weaknesses. 
 
Significant Deficiency 
  
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than 
a material weakness, yet important enough to merit attention by those charged with governance.  We did not 
identify any deficiencies in internal control that we consider to be a significant deficiency. 
 
 
 
 
 
 
 



 

 

This communication is intended solely for the information and use of management, the Board of Directors, and 
others within the organization, and is not intended to be, and should not be, used by anyone other than these 
specified parties. 
 
Very truly yours, 

Lanter, Leonardo & Levy, LLC 
Certified Public Accountants 
Boca Raton, Florida 
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Communication with Those Charged with Governance (SAS No. 114) 

July 23, 2015 

To the Board of Directors 
Mainlands Section 1 and 2 Civic Association, Inc. 
Florida 

We have audited the financial statements of Mainlands Section 1 and 2 Civic Association, Inc. for the year ended 
December 31, 2014, and have issued our report thereon dated July 23, 2015.  Professional standards require that 
we provide you with information about our responsibilities under generally accepted auditing standards (and, if 
applicable, Government Auditing Standards and OMB Circular A-133), as well as certain information related to the 
planned scope and timing of our audit.  We have communicated such information in our letter to you dated July 23, 
2015.  Professional standards also require that we communicate to you the following information related to our 
audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices,  

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Mainlands 1 & 2 Civic Association, Inc. are described in Note 1 to the financial 
statements. No new accounting policies were adopted and the application of existing policies was not changed 
during the year. We noted no transactions entered into by the Organization during the year for which there is 
a lack of authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all misstatements identified during the audit, other than those 
that are clearly trivial, and communicate them to the appropriate level of management. Management has 
corrected all such misstatements. In addition, none of the misstatements detected as a result of audit procedures 
and corrected by management were material, either individually or in the aggregate, to the financial statements 
taken as a whole. 

Disagreements with Management,  

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the 
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit. 



Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated July 23, 2015. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting 
principle to the Organization’s financial statements or a determination of the type of auditor’s opinion that may be 
expressed on those statements, our professional standards require the consulting accountant to check with us to 
determine that the consultant has all the relevant facts.  To our knowledge, there were no such consultations with 
other accountants. 
 
Audit Adjustments 
 
There were several audit adjustments made to the original trial balance presented to us to begin our audit. Certain 
reclassification entries were made for presentation purposes.  We have provided management with these entries 
along with the adjusted trial balance. 
 
Other Audit Findings or Issues, , ,  
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the Organization’s auditors.  However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a condition 
to our retention. 
 
 
We would like to communicate to the board the following information about the financial statements at December 
31, 2014: 
 

• The Association is self-managed and we recommend increase financial reporting to the board on a 
monthly basis.  Each monthly, a financial package with a balance sheet, profit & loss statement (actual vs. 
budget), all corresponding bank reconciliations and bank statements, accounts receivable aging and 
accounts payable report, if applicable. Additionally, a final version that is signed by a board member. 
 

• The Association had a reserve study completed.  The board appears to need a follow up meeting with the 
creator of the report and feel comfortable with the fully funding calculation. The board should determine 
that the fully funding calculation doesn't include repairs that are budgeted on the operating fund already.' 
 

• The board should have the accounting processes documented, to limit interruption in the future with 
employee turnover.  

 
 
Other Matters,  
 
With respect to the supplementary information accompanying the financial statements, we made certain inquiries 
of management and evaluated the form, content, and methods of preparing the information to determine that the 
information complies with U.S. generally accepted accounting principles, the method of preparing it has not 
changed from the prior period, and the information is appropriate and complete in relation to our audit of the 
financial statements. We compared and reconciled the supplementary information to the underlying accounting 
records used to prepare the financial statements or to the financial statements themselves. 
 
 
 
 
 
 
 



 

 
This information is intended solely for the use of Board of Directors of Mainlands Section 1 and 2 Civic 
Association, Inc. and is not intended to be, and should not be, used by anyone other than these specified parties. 
 
Very truly yours, 

Lanter, Leonardo & Levy, LLC 
Certified Public Accountants 
Boca Raton, Florida 
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INDEPENDENT AUDITORS REPORT 

 
 
Board of Directors 
Mainlands Sections 1 And 2 Civic Association, Inc. 
 
We have audited the accompanying financial statements of Mainlands Sections 1 And 2 Civic  
association, Inc. which comprise the balance sheet as of December 31, 2014, and the related statements of 
revenues, expenses, and changes in fund balances 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 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 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 risks 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 accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 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 Mainlands Sections 1 And 2 Civic Association, Inc. as of December 31, 2014, and 
the results of its operations and its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
 
 
 



 
 

 

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
Schedule of Operating Expenses - Actual and Budget is presented for purposes of additional analysis and 
is not a required part of the financial statements. Such information is the responsibility of the 
Association’s management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In 
our opinion, the information is fairly stated in all material respects in relation to the financial statements 
as a whole. 

Omission of Required Supplementary Information about Future Major Repairs and Replacements 

Management has omitted Schedule of Future Major Repairs and Replacements that accounting principles 
generally accepted in the United States of America require to be presented to supplement the basic 
financial statements. Such missing information, although not a 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. Our opinion on the basic financial statements is not affected by the missing 
information. 

 
 

Lanter, Leonardo & Levy, LLC 
Certified Public Accountants 
Boca Raton, Florida 
July 23, 2015 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
 

MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Balance Sheet 

December 31, 2014 
 

Operating Replacement
Fund Fund Total

Assets

Cash 226,018$       119,766$   345,784$     
Assessments receivable, net 
allowance for bad debt $45,500 8,392            -           8,392          
Prepaid insurance 22,145          -           22,145        
Due to / (from) funds 51,905          (51,905)     -             

Total Assets 308,460$       67,861$     376,321$     

Liabilities

Accounts payable and
accrued expenses 5,041$          -$          5,041$        

Prepaid maintenance fees 9,924            -           9,924          

14,965          -           14,965        

Fund Balances 293,495         67,861       361,356       

Liabilities and Fund Balances 308,460$       67,861$     376,321$     

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See independent auditors' report and accompanying notes to the financial statements 
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Statement of Revenues and Expenses and Changes in Fund Balances 

For the Year Ended December 31, 2014 
 

Operating Replacement
Fund Fund Total

Revenues:
Member assessments:

A Buildings 31,242$         702$                   31,944           
B Buildings 108,562         2,438                  111,000         
C Buildings 185,377         4,163                  189,540         
D Buildings 75,571           1,697                  77,268           

Interest 3,139             -                     3,139             
Late fees 9,841             -                     9,841             
Transfer fees 7,198             -                     7,198             
Miscellaneous 3,929             -                     3,929             
Estoppels 7,200             -                     7,200             
Legal billed to owners 32,330           -                     32,330           
Social Activities 23,535           -                     23,535           

487,924         9,000                  496,924         

Expenses:
Administrative and general 118,199         -                     118,199         
Professional fees 64,381           -                     64,381           
Social activities 11,673           -                     11,673           
Maintenance and repairs 74,935           -                     74,935           
Contracts 210,149         -                     210,149         

479,337         -                     479,337         

Other Income/Expenses:
Recreation assessment 79,350           -                     79,350           
Recreation lease (79,218)          -                     (79,218)          

132                -                     132                

Excess (Deficit) of Revenues
over Expenses 8,719             9,000                  17,719           

Beginning - Fund  Balances 284,776         58,861                343,637         

Ending - Fund Balances 293,495$       67,861$              361,356$       

 
 
 
 
 
 
 
 
 

See independent auditors' report and accompanying notes to the financial statements 
4 



 

 

MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Statement of Cash Flows  

For the Year Ended December 31, 2014 
 
 
 

Operating Replacement
Fund Fund Total

Cash Flows from Operating Activities:
Excess (Deficit) of Revenues over Expenses 8,719$              9,000$            17,719$             

Adjustments to Reconcile Excess of
Revenues over Expenses to Net Cash

 Provided by Operating Activities:
(Increase) decrease in:

Assessments receivable, net 31,685              -                  31,685               
Prepaid insurance (4,246)               -                  (4,246)                
Due from operating fund 62,695              (62,695)           -                     
Fixed asset write off 651                   -                  651                    

Increase (decrease) in:
Accounts payable and accrued expens 1,486                -                  1,486                 
Prepaid Assessments receivable 2,790                -                  2,790                 

Net Cash Provided by Operating 
Activities 103,780            (53,695)           50,085               

Net Increase in Cash 103,780            (53,695)           50,085               

Cash - Beginning of period 122,238            173,461          295,699             

Cash - End of Period 226,018$          119,766$        345,784$           

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See independent auditors' report and accompanying notes to the financial statements 
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Notes to Financial Statements 

For the Year Ended December 31, 2014 
 
 
Note 1 - Organization 

 
Mainlands Sections 1 And 2 Civic Association, Inc. (the "Association") is a not-for-profit; non Stock 
Corporation organized pursuant to Chapter 720 of the Florida Statutes.  The Association was formed to 
maintain and protect the common areas, and consists of 529 units. 
 
 
Note 2 - Summary of Significant Accounting Policies and General Matters  
 
Fund Accounting 
The Association’s governing documents provide certain guidelines for governing its financial activities.  
To ensure observance of limitations and restrictions on the use of financial resources, the Association 
maintains its accounts using fund accounting.  Financial resources are classified for accounting and 
reporting purposes in the following funds established according to their nature and purpose: 
 

Operating Fund - This fund is used to account for financial resources available for the general 
operations of the Association. 

 
Replacement Fund - This fund is used to accumulate financial resources designated for future 
major repairs and replacements. 

 
The Association prepares its financial statements on the accrual basis of accounting in accordance with 
the “Real Estate – Common Interest Realty Association’s topic of Financial Accounting Standards Board 
(“FASB”) Accounting Standard Codification (“ASC”). 
 
Use of Estimates 
The Association uses estimates and assumptions in preparing financial statements in accordance with 
generally accepted accounting principles.  Those estimates and assumptions may affect the reported 
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported 
revenues and expenses.  Actual results could vary from the estimates that were used. 
 
Capitalization and Depreciation Policy 
Real property not directly associated with units is recognized as assets by the Association when the 
Association has title to the property and either the asset can be disposed of by the Board of Directors or 
generates significant cash flows from members on the basis of usage or from nonmembers.  Common 
personal property purchased with Association funds, with a useful life of more than one year, is 
capitalized on the Association's financial statements.  Capitalized assets are depreciated over their 
estimated useful lives using the straight-line method of depreciation. 
 
 
Cash and Cash Equivalents 
For purposes of the balance sheet and statement of cash flows, the Association considers demand deposits 
with banks, certificates of deposit, money market funds and all highly liquid investments with an initial 
maturity of three months or less to be cash equivalents. 
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 

Notes to Financial Statements 
For the Year Ended December 31, 2014 

 
 
Note 3 – Maintenance Assessments 
 
The Association Declaration provides that each owner is chargeable for their proportionate share of 
common expenses based upon the budget adopted. The Association has lien rights in the event of 
delinquent assessments, which can be exercised through foreclosure proceedings. When the Association 
takes possession of a property, subordinate to the mortgage, it attempts to rent the property to recover 
delinquent Association dues until that time that the mortgager forecloses on the property.  
 
The Association provides an allowance for losses on receivables based on a review of the current status of 
existing receivables, where applicable. As of December 31, 2014, maintenance assessments receivable 
balances aggregated approximately $53,982, which balance is stated net of allowances for doubtful 
accounts of approximately $45,500 in the accompanying financial statements. 
 

Note 4 – Replacement Funds 
 
The Association's governing documents do not require that funds be accumulated for future major repairs 
and replacements and the Association has not established statutory reserves from the developer or through 
a vote of the membership. However, the Board of Directors adopted a budget to fund several replacement 
fund components in the annual budget as deemed necessary. The Board of Directors approved $9,000 in 
funding for the Replacement Fund in the 2014 budget. 
 
The Board of Directors has provided estimates based on historical information for the remaining useful 
lives and the replacement costs of the components of common property. The table included in the 
supplementary information on future major repairs and replacements is based upon these estimates.   
 
Actual expenditures may vary from estimated future expenditures and the variations may be material. 
When funds are needed for those purposes, the Association has the right to increase the regular 
assessments, pass special assessments, or delay major repairs and replacements until funds are available. 
 
The following table presents the activity of the significant components of common property: 
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Notes to Financial Statements 

For the Year Ended December 31, 2014 
 
Note 4 – Replacement Funds - Continued 
 
The balance at December 31, 2014, consists of the following: 

Balance Interest/ Balance
Components 12/31/2013 Assessments Expenditures 12/31/2014

General Reserves 58,861$     9,000$         -$               67,861$          

58,861$     9,000$         -$               67,861$          

 

The Association does not allocate interest earned on the replacements fund to specific replacement 
components as earned, but does so periodically depending on projected requirements. 

Note 5 – Income Taxes 
 
The Association is subject to federal and state taxation and has essentially two methods to determine the 
amount of tax, if any, it must pay. Under one method, the excess of revenues from members over related 
expenditures is subject to taxation unless such excess is returned to the unit owners or applied to the 
following year's assessments.  
 
The other method enables the Association to elect to exclude from taxation exempt function income, 
which generally consists of revenue from unit owner assessments. Under either method, the Association 
may be subject to tax on investment income and other non- exempt income, but at different tax rates. The 
Association filed its 2014 income tax return on Form 1120-H, under Section 528 of the Internal Revenue 
Code.  The Association could be subject to federal and state income tax examinations for its open tax 
years (2012, 2013 and 2014). 
 
Note 6 - Concentration of Credit Risk from Cash Deposits in Excess of Insured Limits 
 
Financial instruments which potentially subject the Association to concentrations of credit risk are 
primarily cash and cash equivalents and unit owner receivables. The Association invests its excess cash in 
deposits with major financial institutions and the carrying value approximates fair value. Deposit accounts 
are insured by the Federal Deposit Insurance Corporation (FDIC).  FDIC insurance coverage is limited to  
$250,000 per bank institution.  At December 31, 2014, the Association had no balances in excess of 
federally insured amounts (FDIC).  
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Notes to Financial Statements 

For the Year Ended December 31, 2014 
 
Note 7 – Recreation Lease 
 
The Association leases certain property for $79,218 annually for the recreational use of its members. The 
Association assesses its members $150 per year to pay for the recreation lease, which aggregates to 
$79,350 annually. The lease expires on July 1, 2017, at which time the ownership of the property reverts 
to the Association.   
 
The minimum lease payments are: 
 
 

Year Amounts

2015 79,218$  
2016 79,218   
2017 79,218   

 
 
 
Note 8 - Subsequent Events 
 
In preparing these financial statements, the Association has evaluated events and transactions for potential 
recognition or disclosure through July 23, 2015, the date the financial statements were available to be 
issued. 
 
Note 9 - Commitments  
 
The Association has contracts to maintain the common property that include but are not limited to 
management services, landscaping, sprinklers, pool, janitorial and air conditioning.  These contracts have 
different expiration dates and renewal terms.  
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SUPPLEMENTARY INFORMATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 

Schedule of Operating Expenses – Actual vs. Budget 
For the Year Ended December 31, 2014 

 

Actual Budget
Over / (Under) 

Variance
Administrative and General

Clubhouse Electric 8,229$             7,600$           629$                   
Office Supplies 1,279               1,000             279                     
Insurance 20,643             19,700           943                     
Postage & Delivery 662                  750                (88)                      
Computer Supplies 136                  750                (614)                    
Bank Service Charges 929                  1,000             (71)                      
Tax Preparation/Fees 208                  1,003             (796)                    
Licenses and Permits 1,312               1,200             112                     
Civic Meeting Exp. 1,449               1,956             (507)                    
Telephone 2,522               2,550             (28)                      
Office Equipment & Repair 1,652               1,000             652                     
Printing & Photocopying 1,003               2,500             (1,497)                 
Administrative Assistant 12,060             -                 12,060                
Bad Debts/Write off 20,298             23,098           (2,800)                 
Copy Machine (Lease) 5,725               6,000             (275)                    
Payroll Expenses 3,061               45,000           (41,939)               
Wages - Gross Pay 36,467             -                 36,467                
Payroll Company 563                  675                (112)                    

118,199           115,782         2,417                  

Professional Fees

Accounting Fees 5,000               -                 5,000                  
IT Fees 1,675               1,200             475                     
Legal Fees 54,706             40,000           14,706                

Other Professional Services 3,000               2,000             1,000                  

64,381             43,200           21,181                

Social Activities

Dinner Dances 1,929               -                 1,929                  
Entertainment 1,350               -                 1,350                  
Remembrance Committee 53                    -                 53                       
Supplies-Various Activities 7,227               -                 7,227                  
Worker's Party 693                  -                 693                     
Ice Cream Social 145                  -                 145                     
Movie Night 275                  -                 275                     

11,673             -                 11,673                 
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MAINLANDS SECTIONS 1 AND 2 CIVIC ASSOCIATION, INC. 
Schedule of Operating Expenses – Actual vs. Budget  (continued) 

For the Year Ended December 31, 2014 
 

Actual Budget

Over / 
(Under) 

Variance
Maintenance and Repairs

Sprinkler Electric Usage 9,595                 8,500                 1,095              
Sprinkler Supplies & Repairs 6,967                 7,000                 (33)                 
Pool Electric Usage 7,433                 8,000                 (567)               
Pool Supplies & Repairs 5,841                 4,000                 1,841              
Pool Heating (pump) 2,905                 5,000                 (2,095)            
Water & Sewers 7,835                 5,000                 2,835              
Floors Strip & Seal -                     1,000                 (1,000)            
General Repairs & Improvements 9,110                 10,000               (890)               
Landscaping & Beautification 3,317                 7,000                 (3,683)            
Pest Control 2,320                 1,000                 1,320              
Equipment Replacement & Repairs 19,412               6,000                 13,412            
Fuel Re-Imbursement 200                    800                    (600)               

74,935               63,300               11,635            

Grass Cutting Contract 151,979             152,000             (21)                 
Sprinkler Maint. Contract 29,870               29,870               0                     
Pool Maint. Contract 9,600                 12,900               (3,300)            
Janitor Contract 17,700               17,700               -                 
Air Conditioner Contract 1,000                 1,000                 -                 

210,149             213,470             (3,321)            

Total Expenses 479,337$           435,752$           43,585$          
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