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DEVONWOOD COMMUNITY ASSOCIATION, INC. 
NOTES TO FINANCIAL STATEMENTS 

 
 
NOTE A - NATURE OF ORGANIZATION 
 

Devonwood Community Association, Inc. (the Association), is 
incorporated under the laws of the State of Florida as a not-for-profit 
corporation for the purpose of the operation and maintenance of the 
common property of the development located in Orlando, Florida.  
Membership in the Association consists of 157 residential units.  The 
Association is managed by the Board of Directors (the Board).  

 
The Board has contracted with Property First, Inc. (the Property 
Manager) to manage the property. 

 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Fund Accounting
 

To ensure observance of limitations and restrictions placed on the use 
of resources available to the Association, the Association maintains 
its accounts in accordance with the principles of fund accounting.  
This is the procedure by which resources for various purposes are 
classified for accounting and reporting purposes into funds established 
according to their nature and purposes.  The financial activities of 
the Association are reported in funds as follows: 

 
Operating Fund - used to account for financial 
resources available for the general operations of the 
Association. Disbursements from the Operating Fund 
are generally at the discretion of the Board of 
Directors and the Association manager. 

 
Replacement Fund - used to account for assessments 
made for major repairs and replacement of common 
property, and related expenses. Disbursements from 
the Replacement Fund may only be utilized in 
accordance with the purposes established by the Board 
of Directors and the Association membership. 

 
Property and Equipment

 
Real property owned by individual unit owners in common and 
improvements to such property are not capitalized in the financial 
statements. 

 
Estimates

 
The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates 
and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 
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DEVONWOOD COMMUNITY ASSOCIATION, INC. 
NOTES TO FINANCIAL STATEMENTS 

 
 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  

 
Date of Management’s Review 
 
In preparing the financial statements, the Association’s management has 
evaluated events and transactions for potential recognition or 
disclosure through March 4, 2011, which is the date the financial 
statements were available. 
 
Member Assessments 

 
Association members are subject to quarterly assessments to provide 
funds for the Association's operating expenses, future capital 
acquisitions, and major repairs and replacements.  Assessments 
receivable at the balance sheet date represent fees due from unit 
owners.  The Association's policy is to retain legal counsel and place 
liens on the properties of homeowners whose assessments are delinquent. 

 
Any excess assessments at year-end are retained by the Association for 
use in future years.  The Association provides for doubtful accounts 
based on experience and analysis of individual accounts. When the 
collectability of a receivable becomes questionable, an allowance for 
doubtful accounts is established. When specific accounts are determined 
to be uncollectible, they are written off by charging the allowance and 
crediting the receivable. At December 31, 2010, the Association had 
assessments receivable of $20,609, net of allowance of doubtful 
accounts of $2,062. 

 
Quarterly assessments to members were $120 during the year ended 
December 31, 2010.  $12.74 per unit during the year was designated for 
the replacement fund. 

 
Investment 

 
The Association invests in a certificate of deposit that is valued at 
cost plus accrued interest, which approximates market. The investment 
matures in 2011. 

 
Statement of Cash Flows 

 
The Association considers all investments with an original maturity of 
three months or less to be cash equivalents. 

 
NOTE C - INCOME TAXES 
 

Homeowners’ associations may elect to be taxed as regular corporations 
or as homeowner's associations. The Association elected to be taxed as 
a homeowner’s association for the year ended December 31, 2010 and 
filed Form 1120-H. Under that election, the Association is taxed on its 
nonexempt function income, such as interest earnings, at a flat rate of 
30%. Exempt function income, which consists primarily of member 
assessments, is not taxable. There were no income taxes due for the 
year ended December 31, 2010. 
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DEVONWOOD COMMUNITY ASSOCIATION, INC. 
NOTES TO FINANCIAL STATEMENTS 

 
 
NOTE C - INCOME TAXES - Continued 

 
Under federal and state income tax laws, the Association’s income tax 
returns are subject to examination by the applicable taxing 
authorities. The time period during which a return may be selected by a 
taxing authority for examination is generally three years from the due 
date of the tax return including extensions. At December 31, 2010 the 
Association’s tax years that remain subject to examination are 2007-
2010. In evaluating the Association’s tax provisions and accruals, the 
Association believes that its estimates are appropriate based on 
current facts and circumstances. The Association continually evaluates 
expiring statutes of limitations, audits, proposed settlements, changes 
in tax law, and new authoritative rulings. 

 
NOTE D - FUTURE MAJOR REPAIRS AND REPLACEMENTS 
 

Florida Statutes allow homeowners’ associations to budget reserve 
accounts for capital expenditures and deferred maintenance for which 
the association is responsible.  An association shall be deemed to have 
provided for reserve accounts when reserve accounts have been initially 
established by the developer or when the membership of the association 
affirmatively elects to provide for reserves.  Once an association 
provides for reserve accounts in the budget, the association shall 
thereafter determine, maintain, and waive reserves in compliance with 
the Florida Statutes.  Accumulated funds, which aggregate $20,690 at 
December 31, 2010, are held in separate bank accounts and are not 
generally available for operating purposes.  The Board has not 
conducted a study to estimate the remaining useful lives and the 
replacement costs of the components of common property and current 
estimates of costs of major repairs and replacements that may be 
required in the future.  When replacement funds are needed to meet 
future needs for major repairs and replacements, the Association has 
the right to increase regular assessments, pass special assessments, or 
delay major repairs and replacements until funds are available. The 
effect on future assessments has not been determined at this time. 
 
The following table presents significant information about the 
components of common property: 

             
    Balance    Additions  Charges    Balance 
COMMON AREA January 1,   to    to     December 31, 
COMPONENT 2010   Fund    Fund   Transfers  2010 
            
Tennis courts   $ 37,104   $       -   $       -  $ (37,104)   $         - 
Signs & walls    (19,763)           -           -     19,763             - 
Pool resurface 
& deck     50,630       1,000           -    (37,108)        14,522 
Cabana      6,065       1,000           -     (6,733)           332 
Fence    (22,144)           -           -     22,144             - 
General     16,608           -           -    (10,760)         5,848 
Interest      1,607         330         175     (1,761)             1 

     $  70,107   $   2,330   $     175  $ (51,559)   $    20,703 
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DEVONWOOD COMMUNITY ASSOCIATION, INC. 
NOTES TO FINANCIAL STATEMENTS 

 
 
NOTE D - FUTURE MAJOR REPAIRS AND REPLACEMENTS - Continued 

 
LIMITED RESERVES INCLUDED IN BUDGET 
 
THE BUDGET FOR THE ASSOCIATION PROVIDES FOR LIMITED VOLUNTARY DEFERRED 
EXPENDITURES ACCOUNTS, INCLUDING CAPITAL EXPENDITURES AND DEFERRED 
MAINTENANCE...BECAUSE THE OWNERS HAVE NOT ELECTED TO PROVIDE FOR 
RESERVE ACCOUNTS PURSUANT TO SECTION 720.303(6) FLORIDA STATUTES, THESE 
FUNDS ARE NOT SUBJECT TO THE RESTRICTIONS ON USE OF SUCH FUNDS SET 
FORTH IN THAT STATUTE NOR ARE RESERVES CALCULATED IN ACCORDANCE WITH 
THAT STATUTE. 
 

NOTE E – SUPPLEMENTAL CASH FLOW INFORMATION 
 

Income taxes paid $0 
 
Interest paid $0 
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