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UNDER SAS NO. 114




WVRC

Wigglesworth, Layton, Moyers & Chance, P.C.

Certified Public Accountants

May 4, 2022

To the Board of Directors
Assateague Pointe Homeowners Association, Ine.
Ocean City, Maryland

We have audited the financial statements of Assateague Pointe Homeowners Association, Inc, (the Association) for the year
ended December 31, 2021, and have issued our report thereon dated May 4, 2022, Professional standards require that we provide
you with information about our responsibilities under generally accepted auditing standards, 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 January 24,
2022. 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 the Association 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 2021, We noted no transactions entered into by the Association 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 most sensitive estimate affecting the financial statement was the
calculation of depreciation of capitalized assets.

The financial staterent disclosures are neuiral, 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 Uncorrecied 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 misstatemenis detected as a resul{ of audit procedures and corrected by management were material, either
individually or in the aggregate, to the financial statements taken as a whole,

Disagreemenis with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing maiter, whether or

not resolved to our satisfaction, that could be significant to the financial statements or the anditot’s report. We are pleased to
repott that no such disagreements arose during the course of our audit.

306 Kay Avenue | Safisbury, MD 21801 Frederick M. Wigglesworth, CPA (1944-2009)
P 4107421121 |F: 410742 1174 John T, Layton, CPA (Emeritus)
wimc@wlme-cpas.com James E, Moyers II, CPA

Matthew P Chance, CPA



Management Representations

We have requested certain representations from management that are included in the management representation letter dated May
4,2022,

Management Consultations with Other Independent Accountants

In some cases, mmanagement 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
Association’s financial statements or a determination of the type of auditor’s opinion that may be oxpressed on those statements,
our professional standards require the consulting aceountant 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.

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 Association’s auditors. However, these discussions occurred in the normal course
of our professional relationship and our responses were not a condition to our retention,

Required Supplementary Information

With respect fo the supplementary information required by the Financial Accounting Standards Board, we applied certain limited
procedures to the information, including inquiring of imanagement about their methods of preparing the information; comparing
the information for consistency with management’s responses to the foregoing inquiries, the basic financial statements, and other
knowledge obtained during the audit of the basic financial statements; and obfaining certain representations from management,
including about whether the required supplementary information is measured and presented in accordance with prescribed
guidelines,

This information is intended solely for the use of the Board of Directors and management of Assateague Pointe Homeowners
Association, Inc, and is not intended to be and should not be used by anyone other than those specified parties.

Very truly yours,

WW,L%, /Ww*%w-ﬁ-&

Salisbury, Maryland
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WVRC

Wigglesworth, Layton, Moyers & Chance, F.C.

Certified Public Accountants

May 4, 2022

To the Board of Directors
Assateague Pointe Homeowners Association, Inc.
Ocean City, Maryland

In planning and performing our audit of the financial statements of Assateague Pointe Homeowners Association, Inc. (the
Association) as of and for the year ended December 31, 2021, in accordance with auditing standards generally accepted in the
United States of America, we considered the Association’s internal control over financial reporting 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 Association’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Association’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 deficiencics in internal contro! that might be material weaknesses or significant deficiencies and, therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be material weaknesses and other deficiencies that we consider to be significant
deficiencies.

A deficiency in internal control exists when the design or operation of a contrel does not aflow management or employees, in the
notmal coutse of performing their assigned functions, to prevent, or detect and coirect, misstatements on a timely basis. A
material weakness is a deficiency or a combination of deficiencies in internal confrol, such that there is 4 reasonable possibility
that a material misstatement of the Association’s financial statements will not be prevented, or detected and corrected, on a timely
basis. We consider the weakness 2021-1 in the attached Schedule of Findings and Recommendations to be a material weakness,

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 significant
deficiencies during the course of the audit procedures.

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

Very truly yours,

WW’LW!W*%M!P’Q

Salisbury, Maryland

306 Kay Avenue | Saltsbury, MD 21801 Frederlck M. Wigglesworth, CPA (1944-2009)
P; 410 742 1121 | F: 410 742 1174 John T, Layton, CPA (Emeritus)

wlme@wlme-cpas.comk

James E. Moyers II, CPA
Matthew B Chance, CPA



SCHEDULE OF FINDINGS AND RECOMMENDATIONS



Material Weaknesses

2021-1 Seprepation of duties within the accounting function

There is a lack of segregation of duties within all of the accounting and bookkeeping functions of the Association, All process
functions are primarily performed by the same person, who, for example, receives cash, prepares deposits and slips for the bank,
makes the deposit into the bank accounts, posts all transactions to the general ledger and reconiles the bank statements,

A lack of segregation of duties significantly increases the risk of fraud, and intentional or unintentional errors can go undetected.
This is 4 common situation in small organizations due to matters such as budget constraints, or the organization’s determination
that the benefit of hiring enough personnel for sufficient segregation of duties may not justify the cost.

In order to address the lack of segregation of duties, each board member is provided a detailed gencral ledger, itemized list of
receipts and disbursements, detailed list of accounts receivable, a comparative budget to actual revenue and expense statement
and a balance sheet for review on a monthly basis,

General Comments

2021-2 Check Signing and Board Approval on Disbursements

The Association should consider requiring two signatures on all check disbursements in order to improve internal control and help
to prevent, deter or detect fraud. In addition we recommend that the Board review all disbursements from the Association
consecutively at each Board meeting in order to improve internal control and help to prevent, deter or detect fraud. These
measures can be particularly effective and important when there s a lack of segregation of duties.
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ngglesworth, Layton, Moyers & Chance, PC,

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Board of Divectors of
Assateague Pointe Homeowners Association, Inc.
QOcean City, MD

We have audited the accompanying financial statements of Assateague Pointe Homeowners Association, Inc., which comprise the
statement of assets, liabilities and fund balance — tax basis as of December 31, 2021, and the related statements of revenues,
expenses, and change in fund balance — tax basis, cash flows — {ax basis and statement of operating expenses — tax basis for the
year then ended, and the related notes to the financial statements,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Assateague Pointe Homeowners Association, Inc. as of December 31, 2021, and the results of its operations and its cash flows for
the year then ended in accordance with the tax basis of accounting.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Our responsibilitiecs under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our teport. We are required fo be independent of Assateague Pointe Homeowners Association,
fnc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits, We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Future Major Repairs and Replacements

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. We have not
applied procedures to determine whether the funds designated for future major repairs and replacements as discussed in Note 1
are adequate to meet such future costs because that determination is outside the scope of our audit. Our opinion is not modified
with respect to that matter.

Responsibilities of Management for the Financlal Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the basis of
accounting that Assateague Pointe Homeowners Association, Inc. uses for income tax purposes, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that
ave free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the
aggregate, that raise substantial doubt about Assateague Pointe Homeowners Association, Inc.’s ability to continue as a going
concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards will always detect a material misstaterent when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulfing from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

306 Kay Avenue | Salisbury, MD 21801 Frederick M, Wigglesworth, CPA (1944-2009)
P: 410 742 1121 | F: 410 742 1174 John 1. Lagton, CPA (Emeritus)
wime@wime-cpits.com James E. Moyers I, CPA

Matthew P Chance, CPA



In performing an audit in accordance with generally accepted auditing standards, we:
»  Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and
design and perform audit procedures responsive to those risks, Such procedures include examining, on a test basis,
gvidence rogarding the amounts and disclosures in the financial statements,

o Obtain an understanding of internal control refevant fo the audit 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 Assateagus Pointe
Homeownets Assoctation, Ine.’s internal control. Accordingly, no such opinion is expressed.

o Evalnate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the financial statements,

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about Assateague Pointe Homeowners Association, Inc.’s ability to conlinue as a going concern for a reasonable
period of time,

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit, significant audit findings, and certain internal control related matters that we identified during the audit.

Disclaimer of Opinion on Required Supplementary EInformation

The tax basis of accounting requires that the budget and mandatory fees and assessiments —~ 2022 and the information on future
major repairs and replacementis on pages 13 through 15 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, although not a part of the basic financial statements, is required by the
Financial Accounting Standards Board, which considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economie, 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 Ametica,
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.

Wigsborosh ) bogtin , Marpioar & Chamas, P.C.

Salisbury, MD
May 4, 2022



ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC,
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

TAX BASIS
DECEMBER 31, 2021
ASSETS
CURRENT ASSETS
Cash - undesignated $ 47,283
Cash - designated for future repairs and replacements 170,988
Accounis receivable
E H.O.A. dues 49,263
: Due from sanitary commission £,900
é Inventory 7,274
E Prepaid insurance 13,184
TOTAL CURRENT ASSETS 289,892
‘ PROPERTY AND EQUIPMENT
| Furniture and equipment 180,647
Autos and trucks 71,042
251,689
Accumulated depreciation (213,903)
TOTAL PROPERTY AND EQUIPMENT 37,786
TOTAL ASSETS b 327,678
LIABILITEES AND FUND BALANCE
CURRENT LIABILITIES
Accounts payable - trade $ 27,597
Accrued salaries 1,903
Accrued income taxes 153
Current portion of long term debt 6,112
H. O. A. dues received in advance 6,751
Line of credit - Bank of Ocean City 50,100
TOTAL CURRENT LIABILITIES 92,616
NON-CURRENT LIABILITIES
Loan payable -~ Ford Motor Credit 478
TOTAL NON-CURRENT LIABILITIES 478
FUND BALANCES
Undesignated 63,596
Designated for future repairs and replacements 170,988

TOTAL FUND BALANCES 234,584

TOTAL LIABILITIES AND FUND BALANCE ~_§ 327,678

The accompanying notes are an integral part of the basic financial statements.
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.,
STATEMENT OF REVENUES, EXPENSES AND CHANGE IN FUND BALANCE

TAX BASIS
DECEMBER 31, 2021
REVENUES
Assessments - HO.A. dues 5 786,725
TOTAL REVENUES 786,725
EXPENSES
Operating expenses 1,119,949
TOTAL EXPENSES 1,115,949
]
| OTHER INCOME (EXPENSES)
E Boat storage income 17,425
| Electric charges 282,884
| Gate card income 1,332
y Interest income 611
| Laundry and games income 7,297
i Miscellaneous income 17,815
Interest expense (2,917
TOTAL OTHER INCOME (EXPENSES) 324,447
NET INCOME (LOSS) BEFORE INCOME TAXES &,777
INCOME TAXES
Federal income tax (107
State income tax (46)
TOTAL INCOME TAXES {153)
NET INCOME (LOSS) (8,930)
FUND BALANCE - BEGINNING OF YEAR 173,514
Transfers to reserve for replacements 70,000

FUND BALANCE - ENDOF YEAR  § 234,584

'The accompanying notes are an integral part of the basic financial statements,
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
STATEMENT OF CASH FLOWS
TAX BASIS
DECEMBER 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) h (8,930)
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation 10,840
{Increase) decrease in current assets:
Accounts recelvable

H.O.A. dues 10,578
Due from sanitary _ 1,651
| Inventory 2,893
| Prepaid insurance 691
Inorease (decrease) in current liabilities:
Arcrued payroll taxes (336)
Accrued income taxes 10
Aocrued salaries 863
Accounts payable 4,295
H. O. A. dues received in advance 2,701
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 25,256
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (27,179)
Transfers to reserve for replacements 70,000
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 42,821
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on loan payable (5,165)
New borrowings - net of current year repayments - line of credit 100
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES {5,065)
NET INCREASE (DECREASE) IN CASH 63,012
CASH - BEGINNING OF YEAR 155,259

CASH-END OF YEAR § 218,271

The accompanying notes are an integral part of the basic financial statements.
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
STATEMENT OF OPERATING EXPENSES

TAX BASIS
DECEMBER 31, 2021

OPERATING EXPENSES
Administrative expense $ 93,200
Custodial 2,090
Depreciation expense 10,840
Entertainment expense 22,900
Insurance 31,731
Life guard 65,696
Meeting expense 2,150
| Miscellaneous expense 5,223
| Office expense 6,226
5 Payroll expense 2,272
é Professional fees 15,139

| Repairs and maintenance
| Building 13,380
s Electric system 31,633
| Equipment 2,530
Erosion control 73,368
Gate 2,200
Grounds 146,439
Pier/fcamera 2,581
Pool renovations 1,949
Road 780
Vehicle ’ 9,511
| Vending - 2,358
§ Reserve for replacements 70,000
Salary - gatehouse 88,492
Special projects 11,300
Supplies - pool 13,162
Taxes - payroll 26,233
Taxes and licenses 55
Trash removal 75,256
Utilities and telephone 278,411
WiFi 9,844

TOTAL OPERATING EXPENSES  § 1,119,949

The accompanying notes are an integral part of the basic financial statements.
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

Assateagne Pointe Homeowners Association, Inc. (the Association) was formed on August 1, 1990 as a Maryland non-stock, non-
profit corporation to provide services for the benefit of the lot owners of Assateague Pointe.

The Association is responsible for operation and maintenance of the common property within the development. The development
consists of 522 lots located on approximately 90 acres in Worcester County, Maryland. -

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The Association prepares its financial statements on the tax basis of accounting, which is a comprehensive basis of accounting
other than generally accepted accounting principles. The Association recognizes income when earned and expenses when
accrued.

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 — Used to account for financial resources available for the general operations of the Association.

Replacement Fund — Used to accumulate financial resources designated for future majot repairs and replacements.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and
expenses.

Cash and Cash Equivalents

The Association considers all short-term investments with an original maturity of three months of less fo be cash equivalents.

Accounts Receivable

Association members are subject to quarterly assessments o provide funds for the Associalion’s operating expenses, future
capital acquisitions, and major repairs and replacements. Accounts receivable on the balance sheet date represent fees due from
unit owners. No amounts are considered uncollectible at December 31, 2021 and accordingly, no allowance for uncollectibie
accounts is deemed necessary. The Association’s policy is to retain legal counsel and place liens on the units of members whose
assessments are delinquent. Any excess assessments at year end ae retained by the Association for use in the succeeding year.

Inventory

Tnventories consisting of shirts, hats, towels and other small accessories are stated at the lower of cost or market with cost
determined using the first-in, first-out method. The overall value and amount of inventory is ingignificant to the financial
statermnents as a whole,

Property and Equipment

Property and equipment are catried at cost. Depreciation for property and equipment is calculated using the straight-line and
accelerated methods over a life of 5 to 7 years.

Depreciation for the year ending December 31, 2021 was $10,840.
Expenditures for mainienance and repairs are charged to expenso as incurred.

)



ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and Equipment (continued)

Expenditures for major renewals and betterments to the real estate are gxpensed unless one of the two following criteria applies:
1) the Homeownets Association can sell the improvements and retain the proceeds, or 2) can use the property to generate
significant cash flows from members on the basis of usage or from non-members,

Future Major Repairs and Replacements

The Association’s Board of Directors conducted a study in 2020 to estimate the remaining useful lives and the replacement costs
of the common property componenis, The Association is funding for such major repairs and replacements over the estimated
useful lives of the components based on the study’s estimates of cusrent replacement costs. Actual sxpenditures, however, may
vary from the estimated amounts and variations may be material. Therefore, amounis designated for future vepairs and
replacements may not be adequate to meet future needs, If additional funds are needed, however, the Association has the right,
subject to member approval, to increase regular assessments or levy special assessments, or it may delay major repairs and
replacements until funds are available.

The details of the Board of Director's plan for major repairs and replacements can be found in the supplementary information of
this financial statement.

Income Taxes

The Association has elected to be taxed under the provisions of Section 277 of the Internal Revenue Code for the year ended
December 31, 2021, This section provides that the Association is exempt from taxation on amounts received as exempt function
income, such as membership dues, fees and assessments, but non-member interest is taxable at corporate income tax rates.

Although the Association was not under examination at December 31, 2021 by any major taxing authority, the Association was
subject to examination for tax years ending December 31, 2021, 2020, 2019 and 2018, All required federal and state tax refurns
were filed by the due dates as of December 31, 2021,

NOTE 2 - SHORT-TERM DEBT

The Association has a line of credit with the Bank of Qcean City that is used for short-term cash flow purposes, particularly
during the off season winter months.

NOTE 3 - LONG-TERM DEBT
The second loan otiginated in 2018 in the amount of $26,415 for the purchase of a truck. The loan is for a sixty month period,

with a beginning interest rate of 7.11%. As of December 31, 2021, the unpaid prineipal balance of the loan was 6,590, Principal
maturities of the note payable during the next five years ave as follows:

Yeatr ending December 31,

2022 $ 6,112
2023 478
3 6,590
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE: 4 -- RELATED PARTY TRANSACTIONS
Administrative expenses were paid to related partics for the year ended December 31, 2021 as follows:

- Accounting and payroll expenses paid to Purnell Properties, Inc. was $21,200.
- Office expense paid to Purnell Properties, Inc. was $1,781.

- Telephone expense paid to Purnell Properties, Inc. was $2,133.

- Utility expense paid to Resort Real Estate was $4,878.

- Management expense paid to Resort Real Estate was $72,000.

NOTE 5 ~ CASH FLOWS DISCLOSURES

Cash paid for interest during 2021 was $2,917,

Cash paid for income taxes for 2021 was $153.

NOTE 6 — SUBSEQUENT EVENTS

The Association has examined all subsequent events through May 4, 2022 the date the financial statements were available to be
issued. Tn March of 2020, the United States went into an economic shutdown with a goal of slowing the spread of the contagious

coronavirus, or COVID-19. While the economic impact from shutdown on the Assoclation was minimal in 2021, there is still
uncertainty of the long term effects going into 2021.

E
E
: 1
|
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REQUIRED SUPPLEMENTARY INFORMATION
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