Critique: February 2024 Financial Statements

Financial Statements

The financial statements have not been prepared in accordance with Generally Accepted
Accounting Principles. At the very minimum, ACC financial statements should include a classified
balance sheet, an operating statement of income and retained earnings, and a CIF statement of
income and CIF equity. The balance sheet has been omitted. The two income statements indicate
that they are for the month ended February 2024 when in fact they are for the two months ended
February 29, 2024. There is no reconciliation of changes in retained earnings or CIF equity.
Although not required, a statement of cash flows would provide useful information as to the impact
of deferrals and accruals, asset acquisitions, and debt service on cash flow.

Insurance Reimbursement

The $3,976 classified as insurance reimbursement most likely is the receipt of the insurance claim
for the excess electricity costs associated with the solar panel fire. This is not an insurance
reimbursement and since it is an infrequent transaction, it should be reclassified to Other Income.

Bank Fees

Bank fees reported were $400 of which $95 was for the month of January. This leaves $305 in bank
fees for February which are substantially more than one would expect for a single month. The
monthly average for 2023 was approximately $129.

HOA Umbrella Insurance

It appears that the HOA Umbrella insurance policy of $7,528 was expensed in the current
accounting period. The appropriate accounting treatment is for the premium to be recorded as
prepaid insurance and amortized over the term of the policy.

Depreciation Expense

The net book value of fixed assets subject to depreciation as of December 31, 2023, was $597,043.
Depreciation expense reported in the January 2024 financial statements was $2,901. This has been
eliminated and no depreciation expense is being reported as of February 29, 2024. Irrespective of
homeowner opinions, Generally Accepted Accounting Principles require that fixed assets must be
depreciated over the useful life of the respective assets. The depreciation for the two months ended
February 29, 2024, should be $5,802; therefore expenses are understated by this amount.

Secondary Reserve Fund — Solar Panel Project Loan

It appears that the February payment for the internally financed Solar Panel Project loan was not
recorded, understating expenses by $2,000. Since we don’t have a balance sheet, we are unable to
determine whether the money was transferred to the restricted account. Because this was an
internally financed loan there are two transactions involved: 1) to record the expense and the related
reduction in the contra-equity account Solar Loan Project Loan, and 2) to record the physical
transfer of funds from the operating bank account to the restricted bank account.

CIF Interest Earned

The interest earned as reported in the CIF Income Statement was $1,810, of which $1,405 was
earned in January, leaving $405 for February. This is substantially less than the average monthly
interest earned in 2023 of approximately $1,300.
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