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I ndependent Auditor’s Report

To the Board of Directors
The Ridge O ub Community Association, Inc.
Sandwi ch, Massachusetts

| have audited the acconpanyi ng bal ance sheet of The Ridge O ub Community Associ ati on,
Inc. as of Decenber 31, 2007, and the related statenents of revenues, expenses and fund
bal ance, and cash flows for the year then ended. These financial statenents are the
responsibility of the Association’s managenent. M/ responsibility is to express an
opi nion on these financial statements based on ny audit.

I conducted ny audit in accordance with auditing standards generally accepted in the
United States of Anerica. Those standards require that |I plan and performthe audit to
obtai n reasonabl e assurance about whether the financial statenents are free of nmaterial
m sst at enment . An audit includes examning, on a test basis, evidence supporting the
anmounts and disclosures in the financial statements. An audit also includes assessing
t he accounting principles used and significant estimtes made by managenent, as well as
evaluating the overall financial statenment presentation. | believe that ny audit
provi des a reasonabl e basis for our opinion.

In ny opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of The R dge C ub Conmunity Association, Inc.
as of Decenber 31, 2007, and the results of its operations and its cash flows for the
year then ended, in conformty wth accounting principles generally accepted in the
United States of Anmerica.

The Ridge Cub Community Association, Inc. has not estimated the remaining lives and
repl acenent costs of the conmon property and, therefore, has not presented the
Suppl ementary Information on Future Major Repairs and Replacenents that the Anerican
Institute of Certified Public Accountants has determined is required to supplenent,
al t hough not required to be part of, the basic financial statenents.

2t —

Patricia G Cobb
Certified Public Accountant
June 25, 2008

1069 Main Street, Hanover, Ma 02339
Phone: 781-878-3933 Fax: 781-878-0064 Email: pcobb@pcobbcpa.com




The Ridge O ub Community Association, |nc.
Bal ance Sheet
Decenmber 31, 2007

Conmuni ty Refl ecti on Conmmuni ty Refl ecti on Refl ecti on
Associ ati on Vil l age Associ ati on Village Village Septic
Qper ati ng Qper ati ng Reserve Reserve Reserve Tot al
Fund Fund Fund Fund Fund 2007
Assets
Cash $ 136,614 $ 24,872 $ 219, 453 $ - $ 75,484 $ 456, 423
Assessnent s receivabl e 7,251 4,693 - - - 11, 944
O her current assets 4,943 - - - - 4,943
I nterfund bal ances 6, 006 (15, 012) (4, 909) 46, 639 (32, 724) -
$ 154,814 $ 14 553 $ 214, 544 $ 46,639 $ 42,760 $ 473, 310
Liabilities & Fund Bal ance
Liabilities:
Accounts payable &
accrued expenses $ 24,811 $ 6,746 $ 656 $ - $ - $ 32,213
Prepai d assessnents 105, 021 2,860 - - - 107, 881
Escr ow account 19, 500 - - - - 19, 500
I ncome taxes payabl e 2,452 - - - - 2,452
Total Liabilities 151, 784 9, 606 656 - - 162, 046
Fund bal ance 3,030 4,947 213, 888 46, 639 42,760 311, 264
$ 154,814 $ 14, 553 $ 214, 544 $ 46,639 $ 42,760 $ 473, 310

See notes to financial statenents.



The Ridge O ub Community Association, Inc.
Statement of Revenues, Expenses and Fund Bal ance
Year Ended Decenber 31, 2007

Conmuni ty Refl ecti on Conmuni ty Refl ecti on Refl ecti on
Associ ati on Vil l age Associ ati on Village Village Septic
Qper ati ng Qper ati ng Reserve Reserve Reserve Tot al
Fund Fund Fund Fund Fund 2007
OPERATI NG REVENUES:
Assessment s $ 231, 000 $ 110, 184 $ 133, 000 $ 22,296 $ 4,800 $ 501, 280
Country club assessnents - - 6, 000 - - 6, 000
I nvest ment & ot her incone 10, 785 2,822 - - - 13, 607
241, 785 113, 006 139, 000 22,296 4, 800 520, 887
OPERATI NG EXPENSES:
Security 75, 084 - - - - 75, 084
Pr of essi onal fees 5, 565 - - - - 5, 565
Managenent fee 19, 860 7,440 - - - 27, 300
O her admi nistrative expenses 4, 697 444 - - - 5,141
I nsur ance 4,576 549 - - - 5,125
Road expense 747 - 25, 250 - - 25, 997
Repai rs & mai nt enance 5, 496 10, 134 18, 124 - - 33,754
Pai nti ng - 16, 200 - - - 16, 200
Irrigation - - 9,424 - - 9,424
Landscapi ng 81, 829 69, 349 - - - 151,178
Snow r enoval 3,851 5,271 - - - 9,122
Uilities 7,478 4,061 - - - 11, 539
Rubbi sh renoval 27,338 - - - - 27,338
I ncone taxes 2,739 - - - - 2,739
239, 260 113, 448 52,798 - - 405, 506
EXCESS (DEFICI T) OF REVENUES
OVER EXPENSES 2,525 (442) 86, 202 22,296 4, 800 115, 381
FUND BALANCE, begi nning of year 505 5, 389 127, 686 24,343 37,960 195, 883
FUND BALANCE, end of year $ 3,030 $ 4,947 $ 213, 888 $ 46,639 $ 42,760 $ 311, 264

See notes to financial statenents.



The Ridge O ub Community Association, Inc.
St at enent of Cash Fl ows
Year Ended Decenber 31, 2007

Conmuni ty Refl ecti on Conmuni ty Refl ecti on Refl ecti on
Associ ati on Vil l age Associ ati on Village Village Septic
Qper ati ng Qper ati ng Reserve Reserve Reserve Tot al
Fund Fund Fund Fund Fund 2007

OPERATI NG ACTI VI Tl ES:
EXCESS (DEFI CI T) OF REVENUES
OVER EXPENSES $ 2,525 $ (442) $ 86,202 $ 22,296 $ 4,800 $ 115,381
Adj ustments to reconcile
excess (deficit) of revenues
over expenses to net cash
provi ded by
operating activities:
Changes in:

Assessnents receivabl e 718 (1, 614) - - - (896)
O her current assets (4,098) - - - - (4,098)
Accounts payable &

accrued expenses 12, 853 4,415 (544) - - 16, 724
Prepai d assessnents 101, 221 2,860 - - - 104, 081
I ncome taxes payabl e 1, 239 - - - - 1, 239

Net cash provi ded by

operating activities 114, 458 5, 219 85, 658 22,296 4, 800 232,431
FI NANCI NG ACTI VI Tl ES:

Interfund activity (45, 356) 13, 568 44, 809 (22, 296) 9, 275 -
Net cash provided by (used in)

financing activities (45, 356) 13, 568 44,809 (22, 296) 9, 275 -
NET | NCREASE | N CASH 69, 102 18, 787 130, 467 - 14, 075 232,431
CASH, begi nning of year 67,512 6, 085 88, 986 - 61, 409 223,992
CASH, end of year $ 136,614 $ 24 872 $ 219,453 $ - $ 75,484 $ 456,423

SUPPLEMENTAL CASH FLOW | NFORMATI ON:
Cash paid for incone taxes $ 1,500 $ - $ - $ - $ - $ 1,500

See notes to financial statenents.



The Ridge O ub Community Association, |nc.
Not es to Financial Statenents
Year Ended Decenber 31, 2007

Hi story and Purpose of Trust:

The R dge Cub Condom nium Association, Inc. is a residential community
situated on approximately 295 acres of land in Sandw ch, Mssachusetts that
was organized as a not-for-profit corporation in the Comonwealth of
Massachusetts on Decenber 29, 1999 to administer and manage the conmon
areas for the benefit of the honeowners. The Association is conposed of
various residential lot hones and twenty-four homes that were constructed
by the Developer in a village cluster known as Reflection Village. The
Devel oper sold the remmining lots to individuals for the construction of
additional single-famly dwellings. As of Decenber 31, 2007 182 lots

contributed to the commbn expenses.

Sunmary of Significant Accounting Policies:

Fund accounting -

To ensure the observance of l|imtations and restrictions on the use of
financial resources, the Association maintains its accounts using fund
accounti ng. Financial resources are classified for accounting and

reporting purposes in the followi ng funds established according to their
nature and pur pose.

Community Association Operating Fund - This fund is wused to
account for financial resources available for general operations.

Refl ection Village Operating Fund - This fund is used to account
for financial resources available for general use specifically for
Refl ection Vill age.

Community Association Reserve Fund - This fund is wused to
accunul ate financial resources designated for future repairs and
repl acenents of paved areas and | andscapi ng.

Refl ection Village Reserve Fund - This fund is used to accunul ate
financial resources designated for future repairs and repl acenents
for Reflection Village excluding the septic system

Reflection Village Septic Reserve Fund - This fund is used to
account for financial resources designated for future repair and
repl acenents to Reflection Village' s septic system

Assessnents Recei vable —

The Board of Directors and nmanagi ng agent have reviewed the assessnents
receivabl e as of Decenber 31, 2007 and consider assessnments receivable to
be fully collectible. Since any past due fees or assessnments may be
secured by a lien on the honeowners’ unit with the power of foreclosure, no
al  owance for uncollectible assessnments is considered necessary.

I nt erest Earned -

The Board of Directors’ policy is to allocate interest earned on all cash
accounts to the operating fund.
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The Ridge O ub Community Association, |nc.
Not es to Financial Statenents
Year Ended Decenber 31, 2007

Sunmmary of Significant Accounting Policies (continued):

Property -

Real property and comon areas acquired by the Developer and related
i nprovenents to such property are not recorded in the Association's
financial statenents because those properties are owned by the individual
honeowners in common and not by the Association

Menber assessnents -

Associ ati on menbers are subject to annual assessnents for each residential
lot to provide funds for the Association’s operating expenses and najor
repairs and replacenents. In addition, each homeowner in Reflection
Village is subject to a quarterly assessnment to provide funds for
| andscapi ng and other expenditures related only to village operations and
septic system reserve funds. Any excess assessments at year-end are
retai ned by the Association for use in future years.

Fund balances are taken into account by the Board of Directors in
determ ning the anount of annual assessments to each homeowner to cover the
estimated conmon expenses.

Il ncone taxes -

Communi ty associations may be taxed as either honeowner’s associations or
as regular corporations. For the year ended Decenber 31, 2007, the
Associ ation was taxed as a regular corporation. As a regular corporation

menbership incone is exenpt from taxation if certain elections are nade

and the Association is taxed only on its nonmenbership incone, such as
i nt erest earnings.

Esti mates -

The preparation of financial statenents in conformty wth generally
accepted accounting principles requires managenent to nake estimates and
assunptions that affect certain reported ampunts and disclosures.
Accordingly, actual results could differ fromthose estimates.

Architectural Approval Committee

The  Association’s Archi tectural Appr oval Conmittee nmust approve
construction of all single-famly homes in the Association. A non-
refundable plan approval fee of $500 is charged for each lot to be
devel oped. In addition $1,500 for each lot is held in an escrow until

such tine as the hone is conpleted in accordance with the approved plan.
At Decenber 31, 2007 $19,500 was included in an escrow account held for
thi s purpose.

Concentration of Credit R sk

The Trust rmaintains conmercial checking accounts at a bank with a conbi ned
bal ance in excess of the $100, 000 federally insured |evel.



The Ridge O ub Community Association, |nc.
Not es to Financial Statenents
Year Ended Decenber 31, 2007

Future Maj or Repairs and Repl acenents:

In 2001, the Association began to set aside funds for the future repair
and replacenment of the network of roads and | andscape inprovenents in the
community exclusive of country club roads. The Association contributed
$50,000 for this purpose in 2007. The mai ntenance of the Country C ub
Road is a shared responsibility between the private golf club and the

Associ ati on. Both the Association and the golf club each contributed
$6,000 toward the future naintenance of this road in 2007. In addition,
the Association contributed $77,000 for general capital inprovenent

projects as determned by the Board of Directors. As of Decenber 31, 2007
the Association had set aside $213,888 in the Community Association
Reserve Fund.

The honeowners at Reflection Village are funding for the replacenent cost
associated with their shared septic system based on annual contributions
of $4,800. As of Decenber 31, 2006, the Association has set aside $42, 760
for this purpose.

The honmeowners at Reflection Village are also providing funding for a
general capital inprovenent fund. The contribution to this fund for 2007
was $22,296. During the year the Board did not spend any nonies for
capital inprovenents. As of Decenber 31, 2007, $46,639 has been set aside
for this purpose.

The Association has not conducted a recent formal study to determne the
remai ni ng useful lives of the conponents of common property and estinates
of the costs of major repairs and replacenents that may be required in the
future. Wen funds are required to neet future needs for major repairs and
repl acenents, the Association may need to borrow, increase naintenance
assessnents, or delay repairs and maintenance until funds are avail able.
The effect on future assessnments has not been determ ned.



