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Dear Homeowner(s):

Pursuant to Civil Code §5305 enclosed you will find a copy of the Stream House Audit for
the year ended December 31, 2015.

Please review this information and retain a copy with your other Association documents
for future reference.

Sincerely,

Board of Directors
Stream House Community Association
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STREAM HOUSE COMMUNITY ASSOCIATION
Independent Aunditor's Report
December 31, 2015

To the Board of Directors and Members;

We have audited the accompanying balance sheet of Stream House Community Association as
of December 31, 2015, and the related statement of revenue and expenses and changes in fund
balances, and of cash flows for the year then ended. These financial statements are the
responsibility of the Association’s Board of Directors. 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 includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statemenis. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of Stream House Communily Association as of
December 31, 2015, and the results of its operations and its cash flows for the year then ended in
conformity with generally accepled accounting principles in the United States of America.

The accompanying information on pages 11-13 relates to future major repairs and replacements
and is not a required part of the basic financial statements of Stream House Community
Association, but is supplementary information required by the American Institute of Certified
Public Accountants. We have applied certain limited procedures, which consisted principally of
inquiries and analysis regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion
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February 15, 2016 Daniel J. Leonard 111, CEA
San Diego, California
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STREAM HOUSE COMMUNITY ASSOCIATION
Balance Sheet
December 31, 2015

Operating Replacement

Fund Fund Total
ASBETS
Cash in Checking and Savings 5 45,136 411,273 § 456,409
Assessments Receivable 5,185 5,185
Prepaid Taxes 480 480
Due toffrom Accounts (17,121) 17,121 0
Total Assets 3 33,680 428,394 5 482,074
LIABILITIES
Accounts Payable $ 11,178 s 11,178
Accrued Expenses 23,7156 23,715
Prepaid Assessments 10,173 10,173
Taxes Payable 10 10
Total Liabilities 45,076 | 45 078
FUND BALANCES (11,396) 428,394 416,698
Total Liabilities and Fund Balances 3 33,680 428,394 S 482,074
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The Accompanying Notes and Independent Auditor's Report are an Integral Part of these Financial Stalements
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STREAM HOUSE COMMUNITY ASSOCIATION

Statement of Revenue and Expenses and Changes in Fund Balances

For the Year Ended December 31, 2015

REVENUES
Member Assessments
Special Assessments
Interest Income
Other Income

Total Income

EXPENSES
Management
Audit & Tax Preparation
Insurance
Printing & Pastage
Taxes
Legal & Collection
Reserve Sludy
Bad Debt Expanse
Administration Other
Landscape
Landscape Extras
Irrigation Repairs
Tree Trimming & Removal
Pool & Spa Maintenance
Pool Repairs & Extras
Electrical Repairs
Water Features & Extras
Roof Repairs
Plumbing Repairs
Comman Arga Maintenance
Securlty Service
PestTermite Contral
Electricity
Water
Gas
Refuse

Total Expenses
Excess Revenue/{Expenses)
Beginning Fund Balance

Ending Fund Balance

Operating Replacement Total
Fund Fund Funds

] 413,628 164,052 § 577 680

0 28 884 28 884

0 127 127

5,580 o 5,580

$ 419,208 193,083 § 612,271

L} 28,800 § 28,800

1.175 1,175

34,512 34,512

5,841 5,841

10 10

2,454 2 454

1,600 1,600

463 463

491 431

52,955 52,0965

8,653 8,653

4,335 4,335

28,615 28815

5,149 5,149

1,660 1,194 2,854

6,044 6,044

27,606 10,479 38,085

15,474 44619 60,093

2,578 2,578

19,282 12,121 31,403

3.243 3,243

13,057 13,057

65,824 65,924

54,908 54,808

2,356 2,356

12,438 12,438

399,631 68,413 468,044

19,577 124,650 144 227

s (30,873) 303,744 % 2727711

5 (11,356) 428384 5 416,998
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The Accompanying Notes and Independent Auditor's Report are an Integral Part of these Financial Statements
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STREAM HOUSE COMMUNITY ASSOCIATION

Statement of Cash Flows
For the Year Ended December 31, 2015

Cash Flows from Operating Activities:

Reconciliation of Excess(Deficit) of Support

and Revenue over Expenses to Net Cash
from Operating Aclivities:

Change In Assessments Receivable
Change in Accounts Payable

Change in Prepaid Assessments

Change in Equity

Change In Prepaid Insurance

Change in Taxes Payable

Change in Accrued Expenses

Change in Due to Other Funds

Total Net Adjustments

Met Cash Flows fram Operating Activities

Cash Flows from Financing Activities:
Nel Increasel/(Decrease) in Cash
Cash Balance at Beginning of Year

Cash Balance at End of Year

Operating Replacement

Fund Fund Tolal
g 19,577 124650 S 144 227
b 1,208 3 1,908
(35,852) (35,852)
8,323 6.353
(16,334) (16,334)
103 103
10 ]
23,715 23,715
15,579 (15.579) 0
(4,477) (15,579) (20,058)
5 15,100 108071 § 124,171
—EEEEEC == =ssSSoS===STS=So et it
-] 15,100 109,071 § 12411
30,038 302,202 332,238
s 45,136 411273 S 456,409

The Accompanying Noles and Independent Auditor's Report are an Integral Part of these Financial Statements
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STREAM HOUSE
COMMUNITY ASSOCIATION
Notes to Financial Statements
December 31, 2015

Note 1. Organization:

Stream House Community Association was incorporated as a non-profit entity under the laws of
the state of California. Its primary purpose is to act as a “management body” for the
preservation, maintenance and architectural control of common area. The association consists of
166 residential units and is located in Orange, California. The association was incorporated in the
state of Califomia on February 2, 1982,

Note 2._Accounting Method:

The Association’s accounting records are maintained on the cash basis, the accompanying
financial statements are presented on the accrual basis in accordance with generally accepted
accounting principles.

Community associations essentially operate on a fund accounting basis whereby current
expenses are paid from operating funds and major repairs and replacements are paid from
accumulated reserve funds. Real property which was acquired from the developer and
replacements and improvements to common property are not capitalized or depreciated because
the commeon areas are owned, in effect, by the individual unit owners as tenants in common,

Per the provisions of FASB Statement No. 95, regarding “Statement of Cash Flows"”, cash
equivalents consist primarily of certificates of deposits and other securities with original
maturities of 90 days or less. Certificates of deposit and other securities with original maturities
over 90 days are to be classified as short-term investments. The Association considers all
investment accounts to be cash equivalents.

Note 3. Income Tax Status:

The Association qualifies under provisions of Internal Revenue Code Section 528 and California
Revenue and Taxation Code Section 23701t to exclude exempt function income (assessment
income in excess of the cost of providing services to members) from taxation. Therefore, the
Association is only subject to income tax on any income received, which is not related to
providing a service to the members, such as interest. Taxes for the year ended December 31,
2015, amounted to § 0 federal and § 0 state.

Note 4. Member Asscssments:

The annual budget and owners assessments are determined by the Board of Directors and under
certain conditions, are approved by the member, The Association retains excess funds, if any,
for expenses in future years. Assessments for the year ended December 31, 2015 were $ 290 per
unit per menth.

T



Note 5. Assessments Receivable:

The Association’s policy is to retain legal counsel, if necessary and place liens on the properties
of owners whose assessments are in arrears. There were § 5,185 of assessments receivable and
$ 10,173 of prepaid assessments at December 31, 2015, No allowance for uncollected accounts is
recorded as the Association has the right to lien the realty of the delinquent homeowners.
Delinguent accounts are written off as a bad debt expense at the time they are deemed
uncollectible by the Board of Directors.

Note 6. Reserves For Replacements:

The Association’s governing documents require that funds be accumulated for future major
repairs and replacements. Accumulated funds should be held in interest bearing accounts and are
not intended to be used for current operations. The Association’s policy is to fund major repairs
and replacements from reserve funds if available. If funds are not adequate, the Association has
the right to increase the monthly assessments, pass special assessments or delay replacement
until funds are available. A reserve funding program is required by California law to be prepared
every three years and distributed annually 1o the owners annually as part of the annual budget.

A study to determine the adequacy of the current funding program for the replacement of
Association common areas has been conducted within the last three years. Included in the study
are major repair and replacement components that the Association is obligated to maintain that
have useful lives of more than one year and remaining useful lives of less than thirty years.
Excluded from the study are certain personal property assets and major structural components
such as buildings, concrete, water and underground sewer systems and any other component not
specifically listed in the reserve study. It is assumed that the excluded major structural items
have indefinite lives and the appropriate funding method for their replacement will be decided by
the members if and when those items need to be replaced.

As of December 31, 2015, the Association has § 411,273 on deposit in interest bearing savings
accounts. The association is currently funding monthly allocations to reserves. Because the
amount and timing of these future expenditures are unpredictable, no assurance is given that
funds in the Association’s account(s) are adequate.

Note 7. Reserve Allocations-Nei:

The Association’s reserve equity accounts have been adjusted to reflect amounts on deposit in
savings accounts. Accounting entries have been made to adjust operating and reserve equity
accounts Lo their beginning balances per the prior audit and to their ending balances to reflect
amounts on deposit at the corporate year ended December 31, 20135.

Note 8. Property and Equipment:

The title to the Association’s property and equipment was transferred to the association by the
property developer. Since such property and equipment was donated by the developer there has
not been any cost or depreciation recorded by the Association for their assets.
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MNote 9, Cash in Bank:

The Association has balances at December 31, 2015 in the [ollowing accounts:

Union Bank $ 44,636
Union Bank MMA 200,077
Wells Fargo Bank 500
Wells Fargo Bank 211,196

5 456,409

Note 10, Use of 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 assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Note 11. Subseguent Events:

Events subsequent to December 31, 2015 through the date of this report have been evaluated to
determine if disclosure is necessary o keep the financial statements for the year ended December
31, 2015 from being misleading. All subsequent events considered necessary for disclosure are
ineluded in the related appropriate footnotes above.
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STREAM HOUSE COMMUNITY ASSOCIATION
Internal Control
December 31, 2015

To the Board of Directors and Members:

We have completed the examination of records of Stream House Community Association for the
twelve months ended December 31, 2015, In planning and performing the audit we considered
its internal control structure in order to determine auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal
control structure. We examined the internal control structure and its operation that may be
considered to be reportable conditions under standards established by the American Institute of
Certified Public Accountants. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control structure that,
in our judgment, could adversely affect the organization’s ability to record, process, summarize
and report financial data consistent with the assertions of management in the financial
statements. We noted no reportable conditions.
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STREAM HOUSE COMMUNITY ASSOCIATION

The Association's replacement fund study was conducted in 2015 and is intended to present
significant information about the components of the Association's common property. The
Association is required to update the reserve funding study every three years. A complete report
of the reserve funding study is available upon request from the Association's management

company.

Our report on our audit of the basic financial statements of Stream House Community
Association for the year ended December 31, 2015, appears on page 3. The audit was conducted
for the purpose of forming an opinion on the basic financial statements taken as a whole. The
non-accounting information shown on pages 12-13 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. The non-accounting
information has not been subject to auditing procedures applied in the audit of the basic financial
statements, and accordingly, we express no opinion on it.
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Executive Summary

e B -

Association: Streamhouse HOA #:4702-4
Location: Orange, CA # of Units: 166
Report Period: January 1, 2016 through December 31, 2016

F.‘ndfngsfﬁﬂcummepdafmns as-af 1!1!201’ E

.-5401,645
$2 091,016
810,477
..§31.000
.......... - .....sz? 300
2 s

Mnst Re;:ant Budgeted Resewe Contrihutmn Rate: . $1 3,5?1

Resarves % Funded: 19% 30%

Special Assessment Risk: High Medium

Economic Assumptions:

Net Annual “After Tax” Interest Earnlngs Accruing to Reserves...... 1.00%
Annual Inflation Rate.. .. 3.00%

+ This is an “Update With-Site-Visit" Reserve Study, based on a prior
Report prepared by Association Reserves for your 2014 Fiscal Year,
We performed our on-site inspection on October 9, 2015. This Report
was prepared by a credentialed Reserve Specialist (RS).

+ Because your Reserve Fund is below the 30% funded level at 19%
Funded, this means the association’s special assessment & deferred
maintenance risk is currently high. The objective of your multi-year
Funding Plan is to Fully Fund your Reserves, where associations
enjoy a low risk of such Reserve cash flow problems.

e Based on this starting point, your anticipated future expenses, and
your historical Reserve contribution rate, our recommendation is to
increase your Reserve contributions to $31,000.

*officially called “Baseline Funding”

Association Reserves Orange County 10/1672015
Unaudited
13-



Table 1; ExecutiVe Summary

Useful Rem. Current

Life Useful Cost

# Component (yrs) Life (yrs) Estimate
104 = Deck - Seal/Repair P i 4 0 $53,200
7105 Deck - Resurface 16 5 $239,500
57106 Concrete - Repair/Replace . - 1 ] $10,600
201 Asphalt Remnval&Ruplacement 24 9 $128,000

- 46
11E~ annual,WGnd Surfal:as Repalnt : 1 $2
1117 Pool Area Trellis - Rapalr.fRaplace 25 $
ST rWuud’De::k Beams - Repalr/Replace $1

4 SHD

325 Wall nghts II-FIapIa::n 25 23 $42,100

e rdﬂﬂ’"i-MailboxBa Raprace T 1 o 1,800
; : 2 E.?Efuff 3T e5,A00E
$17,000

ﬁ‘ﬁr "f?‘sﬁ_'"*“ Fﬁ&ﬁf’ﬂiﬁa

i $2 700

5,000
4,000
3,300
0,500

'T ?ﬂﬂ
1,660
3,100
3,450
8,700

..... 52
L 1 R P L i Lot £
1207 ~Pool Filter Raplane i $
1207 Spa Filter - Replace 10 $
1208 Spa Heater - Replace 10 5
4210 Pool/Spa Pumps - Replace 10 §
Eolar Pam:ls Ra

s
.-J".t_n.;v:;s:g,@

Enrnp Shingl Roof - Replaca $3EI

B sun &

Bridge - Repair/Seal $11,500

' Valve - Replace I3 5,800

02 Stream Pumps - Rebulld $6,900
2. Streams - Clean/Repair - $9,600
Stream Bed - Replacement $592,000

45 Total Funded Components

Note 1: a Useful Life of “N/A" means a one-time expense, not expected to repeat.

Association Reserves Orange County
Unaudited
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