RIVERS RUN HOMEOWNERS ASSOCIATION, INC.
AMENDMENT NO. 12

This is the twelfth Amendment to the Offering Plan for the Rivers Run Homeowners
Association, Inc. The primary purpose of the amendment is to extend the term of the offering.

1. Fifteen (15) lots remain unsold. They are Lots 101-104, 801-804, 901-904 and
1701, 1703 and 1704. Lot 803 is under contract, but will not be closed until this amendment is
accepted. This contract was inadvertently made while the plan had lapsed. The realtor was
unaware that he could not advertise or hold open houses, both of which he did. A contract
process was started, with the deposit tendered. Once advised by the Sponsor's attorney that this
was not permitted, the check for the deposit was not cashed or deposited. One closing on lot
1702 occurred on January 29, 2019, There were no other sales that closed or contracts that were
written. Purchasers. under contract will have a right of rescission for 15 days after this
amendment is served upon them after acceptance.

2. The number of lots has changed. Lots 104, 804, 1704 and 904 will be eliminated.
The final number of lots will be 58. The new configuration is shown on Exhibit C attached.

3. The original Sponsor transferred control of the Board to the homeowners in
September of 2011,

4, (a) Rivers Run Holdings LLC is the Substituted Sponsor of the plan and will build
out the remaining homes. The principals of Rivers Run Holdings LL.C are David Christa and
Robert Morgan, experienced home builders in the upstate New York area. David Christa is also
one of the principals of the original Sponsor. Rivers Run Holdings LLC has assumed all
obligations of the original Sponsor.

(b) Robert Morgan, one of the principals of Sponsor, has been indicted by a grand jury in
the Western District of New York, case number 18-CR-108-EAW for participating in a
conspiracy to commit wire fraud, bank fraud and money laundering. He has not been
convicted of these charges. The other principal of Sponsor, David Christa, is not involved
in this matter. The Rivers Run HOA is not 'involved in this matter. However, a
foreclosure has been started against an adjacent apartment building owned by an entity in
which Mr, Morgan is a member. This plan will be amended when a material change to
the indictment occurs or there is any resolution of same.

5. The Substituted Sponsor is paying the budget deficits that the independent Board
has billed for ..
6. The Substituted Sponsor is current on all real estate taxes for the property. The

County taxes for 2019 were $3,028 and the School taxes for 2018-2019 were $4,996.

7. There are no homes occupied by tenants.
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8. Sponsor’s obligations to the homeowner’s association which will become due in
the next twelve (12) months are payment of bills for budget deficits sent by the independent
Board and completing the remaining homes.

9. The source for Sponsor's payments in paragraph numbers 5 and 7, above, are sales
and other assets of Substituted Sponsor.

10.  Unsold units subject to the Offering Plan are not subject to any mortgages.

The Substituted Sponsor is current on all financial obligations relating to the
Homeowners Association.

11.  David Christa, principal of the Substituted Sponsor, was also a principal in the
Sagamore on East Condominium, CD 03-0170, 130 East Avenue, Rochester, New York and the
Plains at Parish Homestead HOA (H07-0014), Oneonta, New York. Both of these projects are
now sold out. Robert Morgan is a principal in the Centerpointe HOA. He owns all but one of the
homes in Centerpointe HOA (File Number H90-0017), which he rents to third parties. There is
no intention to sell the remaining homes in this HOA. Robert Morgan is current on all financial
obligations to this HOA. The offering plans for these projects are available for inspection at the
office of the Sponsor and at the office the New York State Department of Law, 28 Liberty Street,
21st Floor, New York, New York 10005.

12. A 2019 budget is attached as Exhibit A. Financial statements for 2014- 2017 are
attached as Exhibit B. The 2018 financial statement is not available yet. . It will be distributed to
prospective purchasers once it becomes available and will be annexed to the next amendment.

13. A new special risk has been added to the offering plan as follows:

“On January 1, 2018, the Tax Cuts and Jobs Act of 2017 went into effect. This
federal law significantly changed the previously existing Internal Revenue Code,
including the taxes and deductions related to home ownership. Accordingly, the
tax information and projections disclosed in this offering plan may be inaccurate
because such are based on federal tax law as it existed prior to 2018, Purchasers
are advised to consult with a tax expert regarding whether the new law will affect
the Purchaser’s taxes. Purchasers should not rely on any representations in this
offering plan addressing taxes without first consulting a tax expert.”

14.  The Association Board has made the following major repairs and replacements to
the property: Asphalt work, tree replacements, wood rot repair, painting of
shutters and sidewalk repair.

15. A new Unit Reservation Agreement is attached as Exhibit D. This Agreement is
to hold a Unit for a short period of time, while the Sponsor and prospective
purchaser discuss a possible contract. It is terminable at any time by the
prospective purchaser. (a)
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16.  There have been no other material changes of facts and circumstances affecting
the property which is the subject of this offering or the offering itself.

RIVERS RUN HOLDINGS, LLC, Sponsor
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BUDGET

RIVERS RUN HOMEOWNERS ASSOGIATION

January 1, 2019- December 31, 2019

T "gunits Approved Estimated Y/E
Budget * Actual Budget exp Budget
2019 3‘-3,,4 a-;gtg- 20 1,‘“@ Ly h-;‘;g?y' 2018
49 Units ki g Gg,gm Bl 46 Units
" (290/mo) [t 0) ($285/MO)
INCOME i . o
HOA fees _ S 170,620 E$: 41 2_0- 157,320
Late fees / Insurace i N
Cable/internet fees $ 35,068 [IST 16a5! $ 33,565
Interest o Bt '
Total Income . 205,688 070! 190,885
ST
1EXPENSES i
Audit . $ 1,500 [ASTEEIEE 1400 $ 1,400
Building/Repairs/Supplies $ 12,000 SR RIRDIGI000 $_ 11,000}
Cable / Internet 1% 35,068 |[STSINATS0TBEBE $ 30,865 |
- Landscape Reserve (homeowner) | § - Ji50 EEE2:70| _2700]
Electric $ 4,500 [N 41000 $ 5,000 |
Fertilization $ 4,000 [iguliidmETird 2004 $ 3,800 |
Hospitality Committee $ 800 [IRRS T 1800 $ 800
Corporation Tax $ 150 |ESinmiiinaddanl § 150
nsurance $ 18,985 iSEL GG BI607A] 19,607
Legal $ 7,000 [I8E 610000 5,000
Management $ 11,000 [E8 AUIOTA00N $ 10,400 |
Office Expense $ 1,760 |55 ) 5 $ 1,750 -
. Tree maintenance&landscapim $ 17,000 Fo1H| $ 5,000
Real Estata Tax 1% 4,000 fi 4,000
Refuse 5 6,730 11 oI 5,300 }-
Snow $ 30,000 |& 7901000 30,000 }:
L Summer__ $ 42,000 IE: 34,100
Total Operating Expenses RE 196,483 |; '{,- SE1493 B $ 170,872
{Transfer lo Reserve $ 27,144 6* "$ 25,137
TOTAL BUDGET 5 223,627 gg@( 239 n $ 196,009
[CVERAGE/SHORTFALL | $ (18,039) (2 ,7 6 $ (5,124
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the accompanying financial statements of Rivers Run Homeowners
Association, Inc., which comprise the balance sheets as of December 31, 2017 and 2016, and the
related statements of revenues, expenses and changes in fund balances and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statements 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 the entity's internal control.
Accordingly, we express no such opinion, An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

EXHIBIT B



Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Rivers Run Homeowners Association, Inc. as of December 31, 2017 and

2016, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

%,%M& w@' S

Rochester, New York
February 27, 2018
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" RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

BALANCE SHEETS
DECEMBER 31,2017 AND 2016

ASSETS
201 016
Assets
Cash and cash equivalents $ 169,083 $ 144,936
Accounts receivable from homeowners 50 0
 Other accounts receivables 1,631 1,500
Prepaid expenses » 3,914 4,004
Total assets $ 174,678 $ 150,440
LIABILITIES AND FUND BALANCES
201 2016
Liabilities
Accounts payable $ 4,142 $ 7,078
Advance payments from homeowners 2,028 . 6,087
Insurance claim payable 8,350 8,350
Accrued income tax 144 131
Total liabilities 14,664 21,646
Fund balances
Operating 25,075 19,942
Major maintenance 134,939 108,852
Total fund balances . 160,014 128,794
$ 174,678 $ 150,440

See accompanying notes and independent auditors’ report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2017 2016
Major Major
Operating Maintenance Operating Maintenance
Fund Fund Total Fund Fund Total

Revenues

Common charges $ 125,088 § 29472 3 154,560 % 128,700 % 23,100 § 151,800

Cable assessments 32,742 1] 32,7492 32,444 [ 32444

Sponsor contributions 10,800 0 10,800 10,800 0 10,800

Interest income 0 442 442 0 277 277

Other income 50 0 50 738 [} 738
Total revenues 168,680 29914 198,594 172,682 23377 196,059
Expenses .

Administrative expense 2,350 0 2,350 2,028 0 2,028

Landscaping 39,368 2,883 42,251 37,399 a 37399

Repairs and maintenance 10,033 944 10,977 11,353 500 11,853

Cable 28,304 0 28,304 27,673 0 27,673

Utilities 3,856 0 3,856 3677 0 3,677

Insurance 18,916 0 18,916 18,983 [ 18,983

Legal and professional fees 17,036 ] 17,036 2,215 0 2215

Management fee 9,594 0 9,594 9312 0 9312

Refuse removal 5279 0 5279 6292 0 6,292

Snow removal 25,056 0 25,056 25272 0 25272

Property taxes 3,611 0 3,611 3,744 0 3,744

Income taxes 144 0 144 131 0 131
Total expenses 163,547 3,827 167374 148,079 500 148,579
Excess of revenues over expenses 5,133 26,087 31,220 24,603 22,877 47,480
Transfess 0 0 0 0 0 0
Fund balances - beginning of year 19,942 108,852 128,794 (4,661 85,975 81,314
Fund balances - end of year 3 25075 3 134939 § 160,014 3 19942 § 108,852 § 128,794

See accompanying notes and independent auditors’ report.



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

201

1ad
<
—
N

Cash flows from operating activities:
Excess of revenues over expenses $ 31,220 $ 47,480
Adjustments to reconcile excess of revenues over
expenses to net cash and cash equivalents provided
by operating activities:
(Increase) decrease in:

Accounts receivable from homeowners (50) 468
Other accounts receivables (131) (1,500)
Prepaid expenses 90 . 3D
Increase (decrease) in:
Accounts payable (2,936) 3,907
Advance payments from homeowners (4,059) (1,721)
Insurance claim payable 0 8,350
Accrued income taxes 13 24

Net cash and cash equivalents provided

by operating activities 24,147 56,977
Cash and cash equivalents - beginning of year 144,936 87,959
Cash and cash equivalents - end of year $ 169,083 §$ 144,936

Supplemental disclosure of cash flow information:

Cash paid for income taxes $ 131§ 107

See accompanying notes and independent auditors' report.

EXHIBIT B



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016

NOTE 1: SUMMARY OF OPERATIONS

The Association was incorporated under Section 402 of the New York State Not-For-Profit
Corporation Law on November 16, 2005, for the purpose of maintaining the common areas
(consisting of exteriors, asphalt, lawns and grounds) of sixty-two units, of which forty-six are
sold, located in Henrietta, New York. The homeowners elect a board of directors who hire an
independent property management firm to manage the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - The Association considers all highly liquid investments with
maturities of three months or less to be cash equivalents.

Fund Accounting - The Association uses fund accounting, which requires that funds, such as
operating funds and funds designated for future major repairs and replacements, be classified
separately for accounting and reporting purposes. Disbursements from the operating fund are
generally at the discretion of the board of directors and property manager. Disbursements from
the major maintenance fund generally may be made only for designated purposes.

Income Taxes - Pursuant to the Tax Reform Act of 1976, homeowner associations are permitted
to make an annual election to be treated as a regular corporation or a tax-exempt organization.
Each year the Association will file its tax returns under the election which is most beneficial to
the organization. Under Section 528 of the Internal Revenue Code, taxes are paid on non-
exempt function income (principally interest, net of expenses).

The Association’s tax returns for the years ending 2014, 2015 and 2016 are subject to
examination by the IRS, generally for three years after they were filed.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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,

Subsequent Events - In preparing these financial statements, the Association has evaluated
events and transactions for potential recognition and disclosure through February 27, 2018, the
date the financial statements were available to be issued.

See independent auditors’ report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2017 AND 2016

NOTE 3: OWNERS’ ASSESSMENTS

Monthly assessments to owners for the years ended December 31, 2017 and 2016 were $280 and
$275, respectively, of which a portion is allocated to the major maintenance fund. The annual
budget and assessments of owners are determined by the board of directors. The Association
retains any year end operating surplus to be used in future years. As of January 1, 2018, monthly
assessments increased to $285. There is also an additional $60 charge to homeowners who want
cable television and internet.

The Association’s policy is to retain legal counsel and place liens on the properties of
homeowners whose assessments are significantly in arrears. It is the opinion of management that
the Association will ultimately prevail against the homeowners whose assessments are
delinquent and, accordingly, an allowance for doubtful accounts has not been established.

NOTE 4: COMMITMENTS

The Association has entered into an agreement with Crofton Perdue Associates, Inc. for
management of its operations. The agreement provides for a monthly fee of $824 for the years
ending December 31, 2018 and 2019.

NOTE 5: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association has elected to accumulate funds for future major repairs and replacements.
Accumulated funds are accounted for separately and generally are not available for expenditures
for normal operations.

The board of directors and management company determine amounts to be allocated to the major
maintenance fund. Actual expenditures may vary from the estimated future expenditures, and
the variations may be material. Therefore, amounts accumulated in the major maintenance fund
may not be adequate to meet all future needs for major repairs and replacements. If additional
funds are needed, the Association has the right to increase regular assessments, pass special
assessments, or delay major repairs and replacements until funds are available.

NOTE 6: CONCENTRATIONS OF CREDIT RISK

The Association’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents. The Association places its cash investments with high
credit quality institutions. At times, such investments may be in excess of the FDIC insurance
limit. The Association routinely assesses the financial strength of these organizations and, as a
consequence, believes that its credit risk exposure is limited.

See independent auditors’ report.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTAL INFORMATION

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the financial statements of Rivers Run Homeowners Association, Inc. as of and
for the years ended December 31, 2017 and 2016, and our report thereon dated February 27,
2018, which expressed an unmodified opinion on those financial statements, appears on page 1.
Our audits were performed for the purpose of forming an opinion on the financial statements as a
whole. The information on future major repairs and replacements, which is the responsibility of
the Association’s management, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do not express an
opinion or provide any assurance on it. '

Zxo,-%mwk\ »«c@ cer

Rochester, New York
February 27,2018
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

SUPPLEMENTARY INFORMATION ON FUTURE

MAJOR REPAIRS AND REPLACEMENTS
DECEMBER 31, 2017

Crofton Perdue Associates, Inc. updated a study dated January 4, 2017, to estimate the remaining
useful lives and the replacement costs of components of common property. The costs are based
upon estimated current replacement costs.

The following unaudited table is based on the study and presents significant information about
the components of common property.

Estimated Estimated
Remaining Useful Current
Components Lives (Years) Replacement Costs
Asphalt sealing 2 $ 7,500
Asphalt/catch basins - repairs 3 5,000
Asphalt resurface 14 175,000
Roofs 14 t0 17 180,000
Sidewalks - repairs 1 1,000
Sidewalks - replacements 12to 15 74,000
Gutters/downspouts 14t0 17 30,000
Trim painting Annually 4,100 - 5,700
Miscellaneous Annually 1,000

See independent auditors’ report on supplemental information.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the accompanying financial statements of Rivers Run Homeowners
Association, Inc., which comprise the balance sheets as of December 31, 2016 and 2015, and the
related statements of revenues, expenses and changes in fund balances and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes 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,

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statements 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 the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Rivers Run Homeowners Association, Inc. as of December 31, 2016 and

2015, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Z?«p,%uwb& %@4 <R

Rochester, New York
May 2,2017
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

BALANCE SHEETS
DECEMBER 31,2016 AND 2015

ASSETS
016 2015

Assets

Cash and cash equivalents $ 144,936 $ 87,959

Accounts receivable from homeowners 0 468

Other accounts receivables 1,500 0

Prepaid expenses v , 4,004 3,973
Total assets $ 150,440 $ 92,400

LIABILITIES AND FUND BALANCES
2016 2015

Liabilities

Accounts payable $ 7,078 $ 3,171

Advance payments from homeowners 6,087 7,808

Insurance claim payable 8,350 0

Accrued income tax 131 107
Total liabilities 21,646 11,086
Fund balances

Operating 19,942 (4,661)

Major maintenance 108,852 85,975
Total fund balances 128,794 81,314

$ 150,440 $ 92,400

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
Major Major
Operating Maintenance Operating Maintenance
Fund Fund Total Fund Fund Total

Revenues

Conumon charges $ 128,700 § 23,100 § 151,800 5§ 124,030 § 25010 % 149,040

Cable assessments 32444 [ 32,444 32,921 b 32,921

Sponsor contributions 10,800 0 10,800 6,000 0 6,000

Interest income 0 277 277 Q 215 215

Other income 738 9 738 114 [ 114
Total revenues 172,682 23377 196,059 163,065 25,225 188,290
Expenses

Administrative expense 2,028 0 2,028 1,635 [ 1,635

Landscaping 37,399 0 37,399 40,119 0 40,119

Repairs and maintenance 11,353 500 11,853 6,574 14,447 21,021

Cable 27,673 0 27,673 21,957 0 27,957

Utilities 3,677 0 3,677 4.404 0 4,404

Insurance 18,983 0 18,983 17,493 0 17,493

Legal and professional fees 2,215 ] 2215 3,060 o 3,060

Management fee 9312 0 9,312 8,953 [ 8,953

Refuse removal 6,292 0 6,292 6,867 0 6,867

Snow removal 25,272 0 25,272 32,840 0 32,840

Property taxes 3,744 0 3,744 3.705 0 3,705

Income taxes 131 0 131 107 0 107
Total expenses 148,079 500 148,579 153,714 14,447 168,161
Excess of revenues over expenses 24,603 22,877 47,480 9,351 10,778 20,129
Transfers 0 0 0 0 0 0
Fund balances - beginning of year (4,661) 85,975 81,314 (14,012) 75,197 61,185
Fund balances - end of year $ 19942 § 108,852 § 128,794 § (4,661) $ 85975 $ 81,314

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

Cash flows from operating activities:
Excess of revenues over expenses
Adjustments to reconcile excess of revenues over
expenses to net cash and cash equivalents provided
by operating activities:
(Increase) decrease in:
Accounts receivable from homeowners
Other accounts receivables
Prepaid expenses
Increase (decrease) in:
Accounts payable
Advance payments from homeowners
Insurance claim payable
Accrued income taxes

Net cash and cash equivalents provided
by operating activities

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

Supplemental disclosure of cash flow information:

Cash paid for income taxes

016 2015
47480 § 20,129
468 582
(1,500) 0
31 1,572
3,907 (10,002)
1,721) 1,630
8,350 0
24 24
56,977 13,035
87,959 74,024
144,936 $ $7.959
107 $ 83

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

NOTE 1: SUMMARY OF OPERATIONS

The Association was incorporated under Section 402 of the New York State Not-For-Profit
Corporation Law on November 16, 2005, for the purpose of maintaining the common areas
(consisting of exteriors, asphalt, lawns and grounds) of sixty-two units, of which forty-six are
sold, located in Henrietta, New York. The homeowners elect a board of directors who hire an
independent property management firm to manage the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - The Association considers all highly liquid investments with
maturities of three months or less to be cash equivalents,

Fund Accounting - The Association uses fund accounting, which requires that funds, such as
operating funds and funds designated for future major repairs and replacements, be classified
separately for accounting and reporting purposes. Disbursements from the operating fund are
generally at the discretion of the board of directors and property manager. Disbursements from
the major maintenance fund generally may be made only for designated purposes.

Income Taxes - Pursuant to the Tax Reform Act of 1976, homeowner associations are permitted
to make an annual election to be treated as a regular corporation or a tax-exempt organization.
Each year the Association will file its tax returns under the election which is most beneficial to
the organization. Under Section 528 of the Internal Revenue Code, taxes are paid on non-
exempt function income (principally interest, net of expenses).

The Association’s tax returns for the years ending 2013, 2014 and 2015 are subject to
examination by the IRS, generally for three years after they were filed.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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.

Subsequent Events - In preparing these financial statements, the Association has evaluated

events and transactions for potential recognition and disclosure through May 2, 2017, the date
the financial statements were available to be issued.

See independent auditors’ report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

NOTE 3: OWNERS’ ASSESSMENTS

Monthly assessments to owners for the years ended December 31, 2016 and 2015 were $275 and
$270, respectively, of which a portion is allocated to the major maintenance fund. The annual
budget and assessments of owners are determined by the board of directors. The Association
retains any year end operating surplus to be used in future years. As of January 1, 2017, monthly
assessments increased to $280. There is also an additional $60 charge to homeowners who want
cable television and internet.

The Association’s policy is to retain legal counsel and place liens on the properties of
homeowners whose assessments are significantly in arrears.

NOTE 4: COMMITMENTS

The Association has entered into an agreement with Crofton Perdue Associates, Inc. for
management of its operations. The agreement provides for a monthly fee of $799 for the year
ending December 31, 2017. For the years ending December 31, 2018 and 2019, the monthly fees
increase to $824.

NOTE 5: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association has elected to accumulate funds for future major repairs and replacements.
Accumulated funds are accounted for separately and generally are not available for expenditures
for normal operations.

The board of directors and management company determine amounts to be allocated to the major
maintenance fund. Actual expenditures may vary from the estimated future expenditures, and
the variations may be material. Therefore, amounts accumulated in the major maintenance fund
may not be adequate to meet all future needs for major repairs and replacements. If additional
funds are needed, the Association has the right to increase regular assessments, pass special
assessments, or delay major repairs and replacements until funds are available.

NOTE 6: CONCENTRATIONS OF CREDIT RISK

The Association’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents. The Association places its cash investments with high
credit quality institutions. At times, such investments may be in excess of the FDIC insurance
limit. The Association routinely assesses the financial strength of these organizations and, as a
consequence, believes that its credit risk exposure is limited.

See independent auditors’ report.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTAL INFORMATION

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the financial statements of Rivers Run Homeowners Association, Inc. as of and
for the years ended December 31, 2016 and 2015, and our report thereon dated May 2, 2017,
which expressed an unmodified opinion on those financial statements, appears on page 1. Our
audits were performed for the purpose of forming an opinion on the financial statements as a
whole. The information on future major repairs and replacements, which is the responsibility of
the Association’s management, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

= N T, -

Rochester, New York
May 2, 2017
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

SUPPLEMENTARY INFORMATION ON FUTURE

MAJOR REPAIRS AND REPLACEMENTS
DECEMBER 31, 2016

Crofton Perdue Associates, Inc. updated a study dated January 4, 2017, to estimate the remaining
useful lives and the replacement costs of components of common property. The costs are based
upon estimated current replacement costs.

The following unaudited table is based on the study and presents significant information about
the components of common property.

Estimated Estimated
Remaining Useful Current
Components Lives (Years) Replacement Costs
Asphalt sealing 3 $ 7,560
Asphalt/catch basins - repairs I ' 5,000
Asphalt resurface 15 175,000
Roofs 15t0 18 180,000
Sidewalks - repairs 2 1,000
Sidewalks - replacements 13to 16 74,000
Gutters/downspouts 15t0 18 30,000
Trim painting Annually 4,000 - 5,700
Miscellaneous Annually 1,000

See independent auditors’ report on supplemental information.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the accompanying financial statements of Rivers Run Homeowners
Association, Inc., which comprise the balance sheets as of December 31, 2015 and 2014, and the
related statements of revenues, expenses and changes in fund balances and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statements 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 the entity's internal control.
Accordingly, we express 1o such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

EXHIBIT B



Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Rivers Run Homeowners Association, Inc. as of December 31, 2015 and

2014, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

_&u@ﬁm%@ <P

Rochester, New York
February 29, 2016
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

BALANCE SHEETS
DECEMBER 31, 2015 AND 2014

ASSETS
2015 2014
Assets
Cash and cash equivalents $ 87,959 $ 74,024
Accounts receivable from homeowners 468 1,050
Prepaid expenses 3,973 5,545
Total assets § 92,400 $ 80,619
LIABILITIES AND FUND BALANCES
2015 2014
Liabilities
Accounts payable $ 3,171 § 13,173
Advance payments from homeowners 7,808 6,178
Accrued income tax 107 83
Total liabilities 11,086 19,434
Fund balances
Operating (4,661) (14,012)
Major maintenance 85,975 75,197
Total fund balances 81,314 61,185

$ 92,400 § 80,619

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

2015 2014
Major Major
Operating Maintenance Operating Maintenance
Fund Fund Total Fund Fund Total

Revenues

Common charges $ 124030 3 25010 $ 149.040 $ 114380 § 22360 $ 136,740

Cable assessments 32,921 0 32,921 29641 0 29,641

Special assessment 0 0 0 6,565 0 6,565

Sponsor contributions 6,000 0 6,000 0 0 0

{nterest income 0 215 215 0 233 233

Other income 114 ] 114 0 0 (4]
Total revenues 163,065 25225 188,290 150,586 22,593 173,179
Expenses

Administrative expense 1,635 0 1,635 2,310 0 2,310

Landscaping 40,119 0 40,119 31,730 3,656 35,386

Repairs and maintenance 6,574 14,447 21,021 6,257 11,388 17,645

Cable 27,957 0 27957 26,431 [} 26,431

Utilities 4,404 0 4,404 4,398 0 4398

Insurance 17,493 0 17.493 15921 0 15,921

Legal and professional fees 3,060 0 3,060 2,265 2,642 4,907

Management fee 8,953 Q 8,953 8,050 [ 8,050

Refuse removal 6,867 0 6,867 7,055 0 7,055

Snow removal 32,840 - 0 32,840 35,821 0 35,821

Property taxes 3,705 0 3,705 3,450 0 3,450

Income taxes 107 0 107 83 0 83
Total expenses 153,714 14,447 168,161 143,771 17,686 161,457
Excess of revenues over expenses 9,351 10,778 20,129 6,815 4,907 11,722
Transfers 4] 0 Y 0 0 0
Fund balances - beginning of year (14.012) 75,197 61,185 (20,827) 70,290 49,463
Fund balances - end of year $ (4,661) 3 85975 § 81,314 § (14012) $ 75197 $ 61,185

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

Cash flows from operating activities:
Excess of revenues over expenses
Adjustments to reconcile excess of revenues over
expenses to net cash and cash equivalents provided
by operating activities:
(Increase) decrease in:
Accounts receivable from homeowners
Prepaid expenses
Increase (decrease) in:
Accounts payable
Advance payments from homeowners
Accrued income taxes

Net cash and cash equivalents provided
by operating activities

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

Supplemental disclosure of cash flow information:

Cash paid for income taxes

015 2014
20,129 §$ 11,722
582 (1,050)
1,572 (1,150)
(10,002) 3,585
1,630 2,285
24 15
13,935 15,407
74,024 58,617
87,959 $ 74,024
83 $ 68

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2015 AND 2014

NOTE 1: SUMMARY OF OPERATIONS

The Association was incorporated under .Section 402 of the New York State Not-for-Profit
Corporation Law on November 16, 2005, for the purpose of maintaining the common areas
(consisting of exteriors, asphait, lawns and grounds) of sixty-two units, of which forty-six are
sold, located in Henrietta, New York. The homeowners elect a board of directors who hire an
independent property management firm to manage the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - The Association considers all highly liquid investments with
maturities of three months or less to be cash equivalents.

Fund Accounting - The Association uses fund accounting, which requires that funds, such as
operating funds and funds designated for future major repairs and replacements, be classified
separately for accounting and reporting purposes. Disbursements from the operating fund are
generally at the discretion of the board of directors and property manager. Disbursements from
the major maintenance fund generally may be made only for designated purposes.

Income Taxes - Pursuant to the Tax Reform Act of 1976, homeowner associations are permitted
to make an annual election to be treated as a regular corporation or a tax exempt organization.
Each year the Association will file its tax returns under the election which is most beneficial to
the organization. Under Section 528 of the Internal Revenue Code, taxes are paid on non-
exempt function income (principally interest, net of expenses).

The Association’s tax returns for the years ending 2012, 2013 and 2014 are subject to
- examination by the IRS, generally for three years after they were filed.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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.

Subsequent Events - In preparing these financial statements, the Association has evaluated
events and transactions for potential recognition and disclosure through February 29, 2016, the
date the financial statements were available to be issued.

See independent auditors’ report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 3: OWNERS’ ASSESSMENTS

Monthly assessments to owners for the years ended December 31, 2015 and 2014 were $270 and
$265, respectively, of which a portion is allocated to the major maintenance fund. The annual
budget and assessments of owners are determined by the board of directors. The Association
retains any year end operating surplus to be used in future years. As of January 1, 2016, monthly
assessments increased to $275. There is also an additional $60 charge to homeowners who want
cable television and internet. A special assessment of $196 is also due for the year ending
December 31, 2016. :

The Association’s policy is to retain legal counsel and place liens on the properties of
homeowners whose assessments are significantly in arrears. It is the opinion of management that
the Association will ultimately prevail against the homeowners whose assessments are in arrears
and, accordingly, an allowance for doubtful accounts has not been established.

NOTE 4: COMMITMENTS

The Association has entered into an agreement with Crofton Associates, Inc. for management of
its operations. The agreement provides for a monthly fee of $17 per completed unit until
December 31, 2016,

NOTE §: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association has elected to accumulate funds for future major repairs and replacements.
Accumulated funds are accounted for separately and generally are not available for expenditures
for normal operations.

The board of directors and management company determine amounts to be allocated to the major
maintenance fund. Actual expenditures may vary from the estimated future expenditures, and
the variations may be material. Therefore, amounts accumulated in the major maintenance fund
may not be adequate to meet all future needs for major repairs and replacements. If additional
funds are needed, the Association has the right to increase regular assessments, pass special
assessments, or delay major repairs and replacements until funds are available.

NOTE 6: CONCENTRATIONS OF CREDIT RISK

The Association’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents. The Association places its cash investments with high
credit quality institutions. At times such investments may be in excess of the FDIC insurance
limit. The Association routinely assesses the financial strength of these organizations and, as a
consequence, believes that its credit risk exposure is limited.

See independent auditors’ report.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTAL INFORMATION

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.

We have audited the financial statements of Rivers Run Homeowners Association, Inc. as of and
for the years ended December 31, 2015 and 2014, and our report thereon dated February 29,
2016, which expressed an unmodified opinion on those financial statements, appears on page 1.
Our audits were performed for the purpose of forming an opinion on the financial statements as a
whole. The information on future major repairs and replacements, which is the responsibility of
the Association’s management, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

%)%MLA ¢\'§y cer

Rochester, New York
February 29, 2016
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

SUPPLEMENTARY INFORMATION ON FUTURE

MAJOR REPAIRS AND REPLACEMENTS
DECEMBER 31, 2015

Crofton Associates, Inc. updated a study during 2015 to estimate the remaining useful lives and
the replacement costs of components of common property. The costs are based upon estimated
current replacement costs.

The following unaudited table is based on the study and presents significant information about
the components of common property.

Estimated Estimated
Remaining Useful Current
Components Lives (Years) Replacement Costs
Asphalt sealing 1 $ 10,068
Asphalt/catch basins - repairs 3 5,000
Asphalt resurface I5to 16 200,000
Roofs 16to 19 180,000
Sidewalks 14 to 17 74,000
Gutters/downspouts 16to 19 20,000
Trim painting Annually 4,000 - 4,500
Miscellaneous Annually 1,000

See independent auditors’ report on supplemental information.
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RESERVATION RECEIPT

This receipt acknowledges our agreement to hold unit for you, If another party requests
the same unit, you will have five (5) business days to enter into a purchase contract or relinquish
your reservation. There is no penalty for not entering into a purchase contract.

Date Buyer

Date Buyer

Date Rivers Run Representative
EXHIBIT D
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June 13, 2019

To the Board of Directors
Rivers Run Homeowners Association, Inc.
Henrietta, New York

In planning and performing our audit of the financial statements of Rivers Run Homeowners
Association, Inc. as of and for the year ended December 31, 2018, in accordance with auditing
standards generally accepted in the United States of America, we considered Rivers Run
Homeowners Association, Inc.’s internal control over financial reporting (internal control) as a
basis for designing our auditing procedures 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 deficiencies in internal control that might be
significant deficiencies or material weaknesses and therefore there can be no assurance that all
such deficiencies have been identified. However, as discussed below, we noted deficiencies in
internal control that we consider to be material weaknesses. We did not note any deficiencies
that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the following deficiencies in Rivers
Run Homeowners Association, Inc.’s internal control to be a material weakness:

Auditing standards consider auditor involvement in making material adjusting journal
entries, in aggregate, indicative of a material weakness. We have recorded adjustments
this year that are material in the aggregate.

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 noted no deficiencies in Rivers Run Homeowners Association, Inc.’s
internal control considered to be significant deficiencies.



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

‘ ‘Zﬂ\p;@ﬁm \4@, &=

Rochester, New York



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

TABLE OF CONTENTS
Page No.

Independent auditors’ report ‘ 1 |
Financial statements

Balance sheets 2

Statements of revenues, expenses and changes in fund balances 3

Statements of cash flows | ' 4

Notes to financial statements 5-6
Independent auditors’ report on supplemental information 7

Supplementary information on future major repairs and replacements 8



‘ o rely & Kennoth Bonn Jr. Michael §. Boyehuk
i

Bﬂnn' D mguafd; Joseph B Dioguardi Jr. William §. Bailey

Cortifiod Public Arcomntants = Business & Finaieial Advisors Michael §., fay Hany 1. Sualion

10 Linden Oaks Gffice Park, Hochester, Y 14825
wewbiiiipeom + 585-381-9860 » Fax: B85-248-0603

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.
Henrietta, New York

We have audited the accompanying financial statements of Rivers Run Homeowners
Association, Inc., which comprise the balance sheets as of December 31, 2018 and 2017, and the
related statements of revenues, expenses and changes in fund balances and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statements 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 the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Rivers Run Homeowners Association, Inc. as of December 31, 2018 and
2017, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

ZQN%M ‘4@ P

Rochester, New York
June 13, 2019



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

BALANCE SHEETS
DECEMBER 31, 2018 AND 2017

ASSETS
2018 017

Assets

Cash and cash equivalents $ 155,586 $ 169,083

Accounts receivable from homeowners 50 50

Other accounts receivables 0 1,631

Prepaid expenses 3,815 3,914
Total assets : $ 159,451 $ 174,678

LIABILITIES AND FUND BALANCES
2018 2017

Liabilities

Accounts payable $ 5,471 $ 4,142

Advance payments from homeowners 3,829 2,028

Insurance claim payable 0 8,350

Accrued income tax 116 144
Total liabilities 9,416 14,664
Fund balances

Operating (11,694) 25,075

Major maintenance 161,729 134,939
Total fund balances v , 150,035 160,014

$ 159,451 $ 174,678

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

2018 ' 2017
Major Major
Operating Maintenance Operating Maintenance
Fund Fund Total Fund Fund Total

Revenues

Common charges $ 133,038 § 25137 $ 158,175 § 125,088 $ 29472 $ 154,560

Cable assessments 32,742 0 32,742 32,742 0 32,742

Sponsor contributions 12,690 0 12,690 10,800 0 10,800

Interest income 0 876 876 0 442 442

Other income 75 8,350 8,425 50 0 50
Total revenues 178,545 34,363 212,908 168,680 29,914 198,594
Expenses

Administrative expense 1,852 0 1,852 2,350 0 2,350

Landscaping 74,993 7,573 82,566 39,368 2,883 42251

Repairs and maintenance 37,605 0 37,605 10,033 944 10,977

Cable 30,144 0 30,144 28,304 0 28,304

Utilities ] ] 4,042 0 4,042 3,856 0 3,856

Insurance 18,424 0 18,424 18,916 0 18,916

Legal and professional fees 4,710 0 4,710 17,036 0 17,036

Management fee 9,886 0 9,886 9,594 0 9,594

Refuse removal 5,306 0 5,306 5,279 0 5279

Snow removal 24,840 0 24,840 25,056 0 25,056

Property taxes 3,396 0 3,396 3,611 0 3,611

Income taxes 116 0 116 144 0 144
Total expenses 215314 7,573 222,887 163,547 3,827 167,374
Excess of revenues over (under) expenses (36,769) 26,790 (9,979) 5,133 26,087 31,220
Transfers 0 0 : 0 0 0 0
Fund balances - beginning of year 25,075 134,939 160,014 19,942 108,852 128,794
Fund balances - end of year $ (11,694) $ 161,729 $ 150,035 $ 25075 $ 134,939 § 160,014

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

2018

[\®]
(=]
—_—
~J

Cash flows from operating activities: .
Excess of revenues over (under) expenses $ 9,979) $ 31,220
Adjustments to reconcile excess of revenues over (under)
expenses to net cash and cash equivalents provided
(used) by operating activities:
(Increase) decrease in:

Accounts receivable from homeowners 0 (50)
Other accounts receivables . 1,631 - (13D
Prepaid expenses 99 90
Increase (decrease) in:
Accounts payable 1,329 (2,936)
Advance payments from homeowners 1,801 (4,059)
Insurance claim payable (8,350) 0
Accrued income taxes (28) 13

Net cash and cash equivalents provided

(used) by operating activities (13,497) 24,147
Cash and cash equivalents - beginning of year 169,083 144,936
Cash and cash equivalents - end of year $ 155,586 $ 169,083

Supplemental disclosure of cash flow information:

Cash paid for income taxes $ 144 $ 131

See accompanying notes and independent auditors' report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017

NOTE 1: SUMMARY OF OPERATIONS

The Association was incorporated under Section 402 of the New York State Not-For-Profit
Corporation Law on November 16, 2005, for the purpose of maintaining the common areas
(consisting of exteriors, asphalt, lawns and grounds) of sixty-two units, of which forty-six are
sold, located in Henrietta, New York. The homeowners elect a board of directors who hire an
independent property management firm to manage the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - The Association considers all highly liquid investments with
maturities of three months or less to be cash equivalents.

Fund Accounting - The Association uses fund accounting, which requires that funds, such as
operating funds and funds designated for future major repairs and replacements, be classified
separately for accounting and reporting purposes. Disbursements from the operating fund are
generally at the discretion of the board of directors and property manager. Disbursements from
the major maintenance fund generally may be made only for designated purposes.

Income Taxes - Pursuant to the Tax Reform Act of 1976, homeowner associations are permitted
to make an annual election to be treated as a regular corporation or a tax-exempt organization.
Each year the Association will file its tax returns under the election which is most beneficial to
the organization. Under Section 528 of the Internal Revenue Code, taxes are paid on non-
exempt function income (principally interest, net of expenses).

The Association’s tax returns for the years ending 2015, 2016 and 2017 are subject to
examination by the IRS, generally for three years after they were filed.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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. '

Subsequent Events - In preparing these financial statements, the Association has evaluated

events and transactions for potential recognition and disclosure through June 13, 2019, the date
the financial statements were available to be issued.

See independent auditors’ report.
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RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017

NOTE 3: OWNERS’ ASSESSMENTS

Monthly assessments to owners for the years ended December 31, 2018 and 2017 were $285 and
$280, respectively, of which a portion is allocated to the major maintenance fund. The annual
budget and assessments of owners are determined by the board of directors. The.Association
retains any year end operating surplus to be used in future years. As of January 1, 2019, monthly
assessments increased to $290. There is also an additional $60 charge to homeowners who want
cable television and internet.

The Association’s policy is to retain legal counsel and place liens on the propertiés of
homeowners whose assessments are significantly in arrears. It is the opinion of management that
the Association will ultimately prevail against the homeowners whose assessments are
delinquent and, accordingly, an allowance for doubtful accounts has not been established.

NOTE 4: COMMITMENTS

The Association has entered into an agreement with Crofton Perdue Associates, Inc. for
management of its operations. The agreement provides for a monthly fee of $824 for the year
ending December 31, 2019.

NOTE 5: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association has elected to accumulate funds for future major repairs and replacements.
Accumulated funds are accounted for separately and generally are not available for expenditures
for normal operations.

The board of directors and management company determine amounts to be allocated to the major
maintenance fund. Actual expenditures may vary from the estimated future expenditures, and
the variations may be material. Therefore, amounts accumulated in the major maintenance fund
may not be adequate to meet all future needs for major repairs and replacements. If additional
funds are needed, the Association has the right to increase regular assessments, pass special
assessments, or delay major repairs and replacements until funds are available.

NOTE 6: CONCENTRATIONS OF CREDIT RISK

The Association’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents. The Association places its cash investments with high
credit quality institutions. At times, such investments may be in excess of the FDIC insurance
limit. The Association routinely assesses the financial strength of these organizations and, as a
consequence, believes that its credit risk exposure is limited.

See independent auditors’ report.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTAL INFORMATION

To the Board of Directors and the Homeowners
Rivers Run Homeowners Association, Inc.
Henrietta, New York

We have audited the financial statements of Rivers Run Homeowners Association, Inc. as of and
for the years ended December 31, 2018 and 2017, and our report thereon dated June 13, 2019,
which expressed an unmodified opinion on those financial statements, appears on page 1. Our
audits were performed for the purpose of forming an opinion on the financial statements as a
whole. The information on future major repairs and replacements, which is the responsibility of
the Association’s management, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do not express an-
opinion or provide any assurance on it.

Lo g 5, 0

Rochester, New York
June 13, 2019



RIVERS RUN HOMEOWNERS ASSOCIATION, INC.

SUPPLEMENTARY INFORMATION ON FUTURE

MAJOR REPAIRS AND REPLACEMENTS
DECEMBER 31, 2018

Crofton Perdue Associates, Inc. updated a study dated January 4, 2017, to estimate the remaining
useful lives and the replacement costs of components of common property. The costs are based
upon estimated current replacement costs.

The following unaudited table is based on the study and presents significant information about
the components of common property.

Estimated Estimated
Remaining Useful Current
Components Lives (Years) Replacement Costs
Asphalt sealing 2 $ 7,500
Asphalt/catch basins - repairs 3 5,000
Asphalt resurface 14 : ' 175,000
Roofs ' 14 to 17 180,000
Sidewalks - repairs I§ 1,000
Sidewalks - replacements 12to 15 74,000
Gutters/downspouts 14to 17 30,000
Trim painting Annually 4,100 - 5,700
Miscellaneous Annually 1,000

See independent auditors’ report on supplemental information.
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