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

Certified Public Accountants

INDEPENDENT AUDITORS® REPORT

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

Opinion

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, 2023, and the related statements of revenues,
expenses, and change in fund balance — tax basis, cash flows — tax 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, 2023, and the resuits of its operations and its cash flows for
the year then ended in accordance with the tax basis of accounting, which is a basis of accounting other than accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of Ametica. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of Assateague Pointe Homeowners Association, Inc. and to
meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audis. 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 Financial Siatements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the tax basis of
accounting, which is a basis of accounting other than accounting principles generally accepted in the United States of America
and 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.

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 Pointc Fomeowners 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 misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting 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
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substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements,

In performing an audit in accordance with generally accepted auditing standards, we:
e Fixercise 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,
evidence regarding the amounts and disclosures in the financial statements.

s Obtain an understanding of internal control relevant to 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 Assateague Pointe
Homeowners Association, Inc.’s internal control, Accordingly, no such opinion is expressed.

o Evaluate 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.

s Conclude whether, in our judgment, there are conditions or events, considered in the agpregate, that raise substantial
doubt about Assateague Pointe Homeowners Association, Inc.’s ability to continue 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 Information

The tax basis of accounting, which is a basis of accounting other than accounting principles generally accepted in the United
States of America requires that the budget and mandatory fees and assessments — 2024 and the information on future major
repairs and replacements on pages I3 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, economic, or historical context. We have applied ceriain limited procedures 1o the
required supplementary information in accordance with auditing standards generally accepted in the United States of America,
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 inguiries, 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.

W%W,L%,Mw+%w.,?-c.

Salisbury, MD
February 29, 2024



ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC,
STATEMENT OF ASSETS, LTABILITIES AND FUND BALANCE
TAX BASIS
DECEMBER 31, 2023

ASSETS

CURRENT ASSETS
Cash - undesignated
Cash - designated for future repairs and replacements
Accounts receivable
H.O.A. dues
Due from sanitary commission
Inventory
Prepaid insurance

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT
Furniture and equipment
Autos and trucks

Accunmmulated depreciation
TOTAL PROPERTY AND EQUIPMENT

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

CURRENT LIABILITIES
Accounts payable - trade
Accrued salaries
Accrued income taxes
H. 0. A. dues received in advance
Line of credit - Bank of Ocean City

TOTAL CURRENT LIABILITIES
FUND BALANCES
Undesignated
Designated for future repairs and replacements

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCE

The accompanying notes are ain integral part of the basic financial statements,
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20,374
268,684

71,628
2,471
4,977

12,875

381,009

132,955
57,517

190,472
(156,243)

34228

$

415,238

29,292
3,708
1,035
2,979

75,000

112,014

34,540
268,684

303,224
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.

STATEMENT OF REVENUES, EXPENSES AND CHANGE IN FUND BALANCE

REVENUES
Assessments - HO.A. dues

EXPENSES
Operating expenses

OTHER INCOME (EXPENSES)
Boat storage income
Electric charges
Gate card income
Interest income
Laundry and games income
Miscellaneous income
Interest expense

INCOME TAXES
Federal income tax
State income tax

FUND BALANCE - BEGINNING OF YEAR

Transfers to reserve for replacements

TAX BASIS
DECEMBER 31, 2023

TOTAL REVENUES

TOTAL EXPENSES

TOTAL OTHER INCOME (EXPENSES)

NET INCOME (LOSS) BEFORE INCOME TAXES

TOTAL INCOME TAXES

NET INCOME (LOSS)

FUND BALANCE - END OF YEAR

The accompanying notes are an integral part of the basic financial statements.
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$

880,847

880,847

1,301,854

1,301,894

50,100
362,883
271
3,761
6,860
27,231
(6,232}

444,874

23,827

(725)
(310)

(1,035)

22,192
160,432

120,000

$

303,224




ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.

STATEMENT OF CASH FLOWS
TAX BASIS
DECEMBER 31, 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation
(Increase) decrease in current assets:
Accounts receivable
H.O.A. dues
Due from sanitary
Inventory
Prepaid insurance
Increase {decrease) in current labiljties:
Accrued income taxes
Accrued salaries
Accounts payable
H. O. A. dues received in advance

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTEVITIES
Purchase of property and equipment
Transfers to reserve for replacements

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
New botrowings - net of current year repayments - line of credit

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASH
CASH - BEGINNING OF YEAR

CASH - END OF YEAR

The accompanying notes are an integral part of the basic financial statements,
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$

22,792

7,696

(5,225)
117
1,734
1,001

775
605
(2,264)
(1,146)
26,085
(17,752)
120,000

102,248

{40,000}

{40,000)

88,333

200,725

289,058




ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
STATEMENT OF OPERATING EXPENSES

TAX BASIS
DECEMBER 31, 2023
OPERATING EXPENSES
Administrative expense $ 93,369
Custodial 3,478
Depreciation expense 7,696
Donations 1,000
Entertainment expense 29,554
Insurance 34,007
Life guard 90,070
Meeting expense 335
Miscellaneous expense 28,428
Office expense 7,892
Payroll expense 2,530
Professional fees 20,712
Repairs and maintenance
Boat storage 1,056
Building 23,935
Electric system 15,709
Equipment 15,481
Erosion control 15,108
Gafe 5,141
Grounds 179,128
Dog park mainfenance 1,166
Pier/camera 4,749
Pool renovations 18,260
Road 8,800
Vehicle 14,633
Vending 1,254
Reserve for replacements 120,000
Salary - gatehouse 93,845
Supplies - pool 14,131
Taxes - payroll 28,807
Taxes and licenses 1,045
Trash removal 88,628
Utilities and telephone 317,679
WiFi 14,268

TOTAL OPERATING EXPENSES $ 1,301,894

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

Assateague 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 gencrally 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
Hmitations and resirictions 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 major 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 to be cash equivalents.

Accounts Receivable

Association members are subject to quarterly assessments to provide funds for the Association’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, 2023 and accordingly, no allowance for uncollectible
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 are refained by the Association for use in the succeeding year.

Inventory

Inventories 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 insignificant to the financial
statements as a whole.

Property and Eguipment

Property and equipment are carried 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, 2023 was $7.696.
Expenditures for maintenance and repairs are charged to expense as incurred,
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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 expensed unless one of the two following criteria applies:
1) the Homeowners Association can seil the improvements and retain the proceeds, or 2) can use the propetty 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 components. 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 current replacement costs. Actual expenditures, however, may
vary from the estimated amounts and variations may be material. Therefore, amounts designated for future repairs 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 untit 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, 2023. 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, 2023 by any major taxing authority, the Association was
subject to exatnination for tax years ending December 31, 2023, 2022, 2021 and 2020, Al required federal and state tax returns
were filed by the due dates as of December 31, 2023.

NOTE 2 - SHORT-TERM DEBT

The Association has a line of credit with the Bank of Ocean City that is used for short-term cash flow purposes, particularly
during the off season winter months. As of December 31, 2023, the unpaid principal balance of the foan was $75,000.

NOTE 3 —RELATED PARTY TRANSACTIONS
Administrative expenses were paid to related parties for the year ended December 31, 2023 as follows:
- Accounting and payroll expenses paid to Purnell Properties, lnc. was $21,369.
- Office expense paid to Purnell Properties, Inc, was §1,447.
- Telephone expense paid to Purnell Properties, Inc, was $2,860.
- Utility expense paid to Resort Real Estate was $5,551.
- Management expense paid to Resort Real Estate was $72,000.
- Contingency expenses paid to Resort Real Estate was $15,421.
- Contingency expenses paid to Resort Rentais was $5,198.
NOTE 4 - CASH FLOWS DISCLOSURES
Cash paid for interest during 2023 was $6,232.

Cash paid for income taxes for 2023 was $1,035,
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ASSATEAGUE POINTE HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - CREDIT RISK

Total bank balance is above the Federal Deposit Insurance Corporation limit of $250,000. Total bank balance in all accounts at
the Bank of Ocean City as of December 31, 2023 is $299,594, of which $49,594 is uninsured. In 2022, total bank balance was
below the federal limit.

NOTE 6 - SUBSEQUENT EVENTS

The Association has examined all subsequent events through February 29, 2024 the date the financial statements were available to
be issued.
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REQUIRED SUPPLEMENTARY INFORMATION
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