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MESSAGE FROM THE BOARD PRESIDENT
To Our Property Owners,

The accompanying financial statements 
fairly ref lect the Association’s financial 
position, results from operations, changes 
in members’ equity, and cash f lows for 
the year ended December 31, 2017. Our 
independent auditors, Porter & Lasiewicz, 
CPAs, have issued an unqualified opinion 
for the 2017 financial statements. The 
Association has consistently received this 
“clean bill of health” opinion from our 
auditors for several years.

The following information summarizes 
the Association’s financial results for 2017. 
Net sales based revenue for the year decreased 
by 7.7% compared to 2016, while service 
revenue increased slightly by 1.6%. During 
2017 the Association purchased $602K 
of new and replacement assets and spent 
$222K on other infrastructure related items. 
The net Operating financial results for the 

year were favorable compared to budget by 
$255K primarily due to savings in Personnel 
Costs. We continued our efforts to mitigate 
the danger of fire within the Association 
by spending and additional $342K on Fire 
Abatement programs.

During 2017 we increased the assessment 
contribution to the Reserve fund to $1.9M. 
The continued allocation is critical to 
maintaining this important aspect of our 
financial operations. Improved levels in 
this fund are critical to our long term 
needs for the repair and replacement of the 
Association’s amenities and infrastructure. 
This ref lects your Board’s on-going 
commitment to ensure adequate funding 
of these Reserves. Several signif icant 
projects will be undertaken in 2018/2019 
and thus our continued commitment and 
contribution to the Reserve fund is critical 
to our future financial health.

A wide variety of reserve items were 

completed during 2017 including the 
replacement of our aging back-hoe as 
well as several critical assets dedicated 
to maintaining our golf course. The 
scheduled replacement of one of our water 
taxis and patrol boat was also accomplished 
during the year. By completing these 
projects that enhance our community, we 
continue to work on our commitment to 
provide our property owners with up-to-
date and outstanding amenities. 

Our Balance Sheet continues to reflect 
the positive direction of the economy with 
overall cash increasing by over $1.1M over 
the 2016 balance. Another encouraging 
trend in 2017 was the decrease in our 
past due assessments receivable by over 
$90K. Overall the Association’s financial 
condition continues to be strong and 
moving in a positive direction. The Board 
and Management team continue to monitor 
this performance to ensure we remain on 

solid ground.
Please take the time to review the 

attached annual report on the Association’s 
overall financial health. It can be quite 
informative and is an important aspect of 
the Board’s communication with all of the 
property owners of PMLA. 

Your Board, the management team and 
staff continue to strive to provide the highest 
level of member service that you have all 
come to expect and deserve while at the 
same time ensuring fiscal responsibility and 
stability for both the short and long term 
future of the Association. Let’s all continue 
to work together to make 2018 another 
great year.

Sincerely,

Steve Griefer
Steve Griefer
Board President

Board of Directors and Members
Pine Mountain Lake Association
Groveland, CA

REPORT ON THE FINANCIAL 
STATEMENTS

We have audited the accompanying 
financial statements of Pine Mountain Lake 
Association, a non-profit corporation, which 
comprise the balance sheet as of December 31, 
2017, and the related statements of revenues 
and expenses and changes in fund balances, 
and cash flows for the year then ended, and the 
related notes to financial statements.

MANAGEMENT’S 
RESPONSIBILITY FOR THE 
FINANCIAL STATEMENTS

Management is responsible for the 
preparation and fair presentation of these 
f inancial 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 
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 of material 
misstatement.

An audit involves performing procedures 

INDEPENDENT AUDITOR’S REPORT
f inancial statements in our report dated 
February 16, 2017. The December 31, 2017 
financial statements include certain prior 
year summarized comparative information 
in total but not by fund. Such information 
does not include sufficient detail to constitute 
a presentation in conformity with generally 
accepted accounting principles. Accordingly, 
such information should be read in conjunction 
with the Association’s financial statements for 
the year ended December 31, 2016, from which 
the summarized information was derived.

REPORT ON SUPPLEMENTARY 
INFORMATION

Our audit was conducted for the purpose of 
forming an opinion on the financial statements 
as a whole. The Supplementary Schedule of 
Operating Revenues and Expenses on page 
12 is presented for purposes of additional 
analysis and is not a required part of the 
financial statements. Such information is the 
responsibility of the Association’s management 
and was derived from and relates directly to 
the underlying accounting and other records 
used to prepare the financial statements. The 
information has been subjected to the auditing 
procedures applied in the audit of the financial 
statements and certain additional procedures, 
including comparing and reconciling such 
information directly to the underlying 
accounting and other records used to 
prepare the financial statements or to the 
financial statements themselves, and other 
additional procedures in accordance with 
auditing standards generally accepted 
in the United States of America. In our 
opinion, the information is fairly stated 
in all material respects in relation to the 
financial statements as a whole.

to obtain audit evidence about the amounts 
and disclosures in the financial statements. 
The procedures selected depend on the 
auditor’s 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 Pine Mountain 
Lake Association as of December 31, 2017, and 
the results of its operations and its cash flows 
for the year then ended in conformity with 
accounting principles generally accepted in the 
United States of America.

REPORT ON SUMMARIZED 
COMPARATIVE INFORMATION

We have previously audited Pine Mountain 
Lake Association’s December 31, 2016 
financial statements, and we expressed an 
unmodified audit opinion on those audited 

DISCLAIMER OF OPINION ON 
REQUIRED SUPPLEMENTARY 
INFORMATION
Accounting principles generally accepted 
in the United States of America require 
that the supplementary information 
regarding replacement fund balances 
on page 13 be presented to supplement 
the basic f inancial statements. Such 
information, although not a part of the 
basic financial statements, is required 
by the Financial Accounting Standards 
Board, who considers it to be an essential 
part of financial reporting for placing 
the basic f inancial statements in an 
appropriate operational, economic, or 
historical context. We have applied 
certa in l imited procedures to the 
required supplementary information 
in accordance with auditing standards 
generally accepted in the United States 
of America, which consisted of inquiries 
of management about the methods of 
preparing the information and comparing 
the information for consistency with 
management’s responses to our inquiries, 
the basic financial statements, and other 
knowledge we obtained during our audit 
of the basic financial statements. We do 
not express an opinion or provide any 
assurance on the information because 
the limited procedures do not provide 
us with sufficient evidence to express an 
opinion or provide any assurance.

Porter & Lasiewicz, CPAs
February 23, 2018
Simi Valley, California



WWW.PINEMOUNTAINLAKE.COM • 209-962-8600 • PINE MOUNTAIN LAKE ASSOCIATION ANNUAL REPORT 2017 PAGE 3

TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .2

BALANCE SHEET   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .3

STATEMENT OF REVENUES AND EXPENSES   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .4

STATEMENT OF CASH FLOWS  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .5

NOTES TO FINANCIAL STATEMENTS   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4-8

SUMMARY STATEMENT OF OPERATING FUND REVENUES AND EXPENSES  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .7

SUPPLEMENTARY INFORMATION ON REPLACEMENT COSTS   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .8

See Auditor’s Report
The Notes to Financial Statements Are An Integral Part of This Statement



PAGE 4 WWW.PINEMOUNTAINLAKE.COM • 209-962-8600 • PINE MOUNTAIN LAKE ASSOCIATION ANNUAL REPORT 2017

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2016

NOTE 1 – SIGNIFICANT ACCOUNTING 
POLICIES:
Organizational Data

Pine Mountain Lake Association (the “Association”) is 
a nonprofit, mutual benefit corporation organized under 
the laws of California. The Association’s members consist 

of those persons or entities owning the lots within the 
Pine Mountain Lake subdivision in Groveland, Tuolumne 
County, California. As of December 31, 2017, there are 3,405 
assessable lots within the subdivision. The Association is a 
homeowner’s association organized to provide management 
services and maintenance of certain common use areas 
within the subdivision.

The Association operates and maintains facilities which 
include a golf course, country club with a restaurant and 

bar, marina, campgrounds, equestrian facilities, pool, parks, 
tennis courts and other recreational facilities. Assessments 
are levied annually against each lot in the development.

The Association’s Board of Directors is comprised of five 
members elected by Association members. Each director 
is elected to serve a three-year term. In accordance with 
the Association’s By-Laws, the Board of Directors has the 
authority to fill any vacancy due to death or resignation 
by a majority vote of the remaining directors. The process 

See Auditor’s Report
The Notes to Financial Statements Are An Integral Part of This Statement
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See Auditor’s Report
The Notes to Financial Statements Are An Integral Part of This Statement

for replacing a director who has been removed from office 
is contingent on the facts and circumstances leading to 
that removal. The Board of Directors, among other things, 
establishes assessments on members of the Association and 
establishes user fees for Association amenities.
Fund Accounting

The Association’s governing documents provide certain 
guidelines for managing its financial activities. To ensure 
observance of limitations and restrictions on the use of 

financial resources, the Association maintains its accounts 
using fund accounting. Financial resources are classified for 
accounting and reporting purposes in the following funds, 
established according to their nature and purpose:

Operating Fund - Used to account for financial resources 
available for the general operations of the Association, 
as well as holding the Association’s land, property and 
equipment.

Replacement Fund - Used to account for financial resources 
designated for future major repairs and replacements of 
the amenities.

New Capital Additions Fund - Used to account for 
financial resources designated for purchases of new 
capital additions and new equipment.

Notes to Financial Statements Continued on Page 6
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Cash and Cash Equivalents
For purposes of the statement of cash f lows, cash and 

cash equivalents include cash on hand and funds on 
deposit with financial institutions.

The Association maintains bank accounts at various 
financial institutions. Balances in these accounts may 
occasionally exceed the FDIC federally insured amount 
of $250,000.

Assessments Receivable
Association members are subject to annual assessments 

to provide funds for the Association’s operating expenses, 
major repairs and replacements and new capital additions. 
The Association derives a significant portion of its 
revenue from dues assessments that are levied against 
each lot within the development. Accounts receivable are 
primarily due from members whose residence is within 
the state of California and whose property is subject to 
lien and foreclosure.

The Association’s collection policy includes, among 
other things, assessing a late charge and interest, 
and filing a lien and assessing a lien fee on payments 
not received within the allowable time periods. The 
Association has the right to suspend certain membership 
rights and pursue collection through foreclosure action.

An allowance for doubtful accounts is created when an 
account’s collectability is uncertain. Accounts are written 
off when the Association is notified that it is a bad debt, 
such as after bankruptcy or foreclosure proceedings.

An allowance of $151,955 has been made for 
uncollectible assessments receivable. This allowance is an 
estimate based on an analysis of delinquent assessments 
receivable, historical collection activities, and existing 
economic conditions.

Lots for Sale
The Association owns certain lots within the 

subdivision, which it obtained through foreclosure 
proceedings. These properties are recorded as assets of the 
Operating Fund. The Board of Directors markets these 
lots for resale. Gains from any lot sales are recorded as part 
of miscellaneous income, and losses are recorded as part 
of administrative service expense in the accompanying 
financial statements.

Inventory
Inventories are stated at the lower of cost (first-in, f irst-

out method) or market value.

Amounts due between funds
Amounts due between the funds consist of: a) payments 

due to the Operating Fund for labor charges incurred 
to complete projects for the other funds; b) payments 
due to the other funds for assessments collected by the 
Operating Fund; and c) payments due to the Operating 
Fund from the other funds for outstanding liabilities 
from prior years.

Property, Equipment and Depreciation
Property of the Association includes certain facilities 

turned over to the Association by the developer in 
prior years. These assets are ref lected in the financial 
statements at the developer’s cost basis.

In prior years, certain improvements and replacements 
to real property were also capitalized. However, 
improvements and replacements to real property are no 

longer capitalized.
It is the Association’s current fixed asset policy to 

capitalize only personal property. Personal property is 
capitalized at cost and depreciated over the estimated 
useful lives, ranging from 3 to 45 years, of the items 
purchased, using the straight line method of depreciation, 
and is recorded in the Operating Fund.

A summary of Association property and equipment at 
December 31, 2017 and 2016 is as follows:

Deposits
It is the policy of the Association to require owners and 

builders to advance security deposits for any construction. 
The deposits are used to ensure adherence to the objectives 
of the Environmental Control Committee and to pay for 
any clean-up costs or repairs to common property as a 
result of the construction. The funds are refundable upon 
completion of construction.

Other Assets
Other assets consist of Workers compensation deposits 

as well as the deposit in conjunction with the security 
agreement with the Community Resources Agency for the 
maintenance and removal of the wireless communications 
facility located in Association common area.

Deferred Revenue
Deferred revenue represents assessment revenues, golf 

and other fees received during 2017 that are applicable to 
the following year.

Interest Income
It is the Association’s policy to record interest income 

and related income taxes directly in the respective fund 
holding the investments.

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.

Estimates included in the preparation of these financial 
statements include estimated bad debts, and estimates 
of replacement fund components relating to useful life, 
replacement cost, inf lation rates, and tax rates. Actual 
results could differ from those estimates.

Excess of Revenues over Expenses Carry-Forward
It is the Association’s policy to use any operational 

result variance versus budget as a carry-forward when 

calculating the required assessment in future years.

NOTE 2 - REPLACEMENT FUND and 
RESTRICTED CASH:

The Association’s governing documents require funds 
to be accumulated for the replacement of its common 
areas and for general operations.

Funds accumulated are intended to provide for the cost 
of future replacement, repairs and maintenance when it 
is estimated that such items are needed.

The Association determines the estimated amount 
of funding required for replacement of common areas 
using a pooled funding method. This method requires 
the preparation of a cash f low forecast. The Association 
then estimates the lowest reasonable assessment necessary 
and applies an inf lation factor of 3.00% to ensure that 
positive cash balances are maintained over the future 
time period.

However, actual expenditures may vary from the 
estimated amounts and the variations may be material. In 
addition, amounts accumulated in the replacement fund 
may not be adequate to meet future needs. If additional 
funds are needed, the Association has the right to increase 
regular assessments, to levy special assessments, or to 
delay major repairs and replacements until the funds are 
available.

The Association annually reviews its reserve funding 
program as part of the budget process, and funds its 
reserves on a monthly basis. Cash and investment 
balances accumulated for the designated capital reserves 
represent cash restricted for this purpose only.

NOTE 3 – CONCENTRATION of CREDIT 
RISK:

The Association maintains demand accounts at various 
banks. At December 31, 2017 and 2016, the aggregate 
balance of these accounts exceeds the federally insured 
limits by $4,725,484 and $3,610,139 respectively.

Financial instruments that potentially subject the Association 
to credit risk consist principally of accounts receivable.

NOTE 4 – INCOME TAXES:
The Association qualifies as a tax exempt organization 

under Internal Revenue Code Section 501(c)(4), 
organizations that provide a benefit to a community. 
Pine Mountain Lake Association has been determined by 
the Internal Revenue Service to qualify as a “community” 
and social welfare organization under the code section 
and its maintenance and recreational activities that serve 
the residents of Pine Mountain Lake Association. The 
majority of activities performed by the Association are 
considered exempt activities. Interest income earned on 
invested reserve funds is considered an exempt activity.

However, the Association is taxed on any unrelated 
business activities, meaning any activities not directly 
related to the core exempt activities. Unrelated business 
activities in the years ending December 31, 2017 and 
2016 consisted of advertising income in the Association’s 
newsletter, less any related deductions. Net taxable 
income is subject to the same tax rates applicable to fully 
taxable corporations, ranging from 15% to 39%.

The Association is exempt from California taxes under 
California Revenue and Taxation Code Section 23701t 
as a homeowners association. Under this code section, 
the Association is taxed on unrelated business activities, 
including interest income, which has a different 
definition under California law. Non-member activities 
are considered unrelated business income under this code 

Notes to Financial Statements Continued
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section of California law. California taxable income is 
taxed at a rate of 8.84%.

The provision for income taxes for the years ended 
December 31, 2017 and 2016 are as follows:

The Association’s policy is to record interest expense 
or penalties on income tax in operating expenses. For the 
years ended December 31, 2017 and 2016, no tax interest 
or penalties were paid or accrued.

Pine Mountain Lake Association’s federal and state tax returns 

are open for examination for the years 2015, 2016, and 2017.

NOTE 5 – EMPLOYEE BENEFIT PLANS:
Pine Mountain Lake Association has adopted the Pine 

Mountain Lake 401(k) Plan (the “Plan”). The Plan is a 
defined contribution plan, which is intended to qualify 
under Section 401(a) of the Internal Revenue Code. In order 
to participate in the Plan employees must be at least 21 years 
of age, must have worked for the Association for at least 
three consecutive months, and must have worked at least 
250 hours during that time period. Employees completing 
one year of service, working at least 1,000 hours during the 
12-month period during any Plan year, may also be eligible 
to participate in the Plan. The Association matches employee 

salary deferrals of up to 6% of Plan Compensation for non-
union employees.

During the years ended December 31, 2017 and 2016 the 
Association contributed $50,066 and $54,884 as matching 
contributions to the Plan.

The Association is required by a collective bargaining 
agreement to make monthly contributions to the Laborers 
Trust Fund Pension Plan. The total contribution was 
$233,313 and $185,987 for the years ending December 31, 
2017 and 2016, respectively. Union employees are eligible to 
participate in the Pine Mountain Lake Association 401(k) 
Plan; however, they are not eligible for the company match.

See Auditor’s Report
The Notes to Financial Statements Are An Integral Part of This Statement

Notes to Financial Statements Continued on Page 8
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The names and addresses of the 
current PMLA members are located at 
the Pine Mountain Lake Association 
Administration Office, 19228 Pine 
Mountain Dr., Groveland, CA 95321.

Notice of Annual Report / Corp. 
Code 8321 All members have a right to 

receive a financial report pursuant to the 
above subdivision. A copy of the Annual 
Report is available at the Association 
Administration Office. Copies will be sent 
to the member upon receipt of a written 
request from the member. 

Board of Directors
Steve Griefer (President)

Mike Gustafson (Vice President)
Wayne Augsburger (Secretary)
Nick Stauffacher (Treasurer)

Pauline Turski (Director)

Management
General Manager
Joseph M. Powell

CCAM-LS, CMCA, AMS

Controller, Ken Spencer, CAFM

Pine Mountain Lake Association
Supplemental Information On Replacement Fund Balances

For the Year Ended December 31, 2017 (Unaudited)

See Auditor’s Report

The Board of Directors commissioned a study in 2016 to estimate the remaining useful lives and the 
replacement costs of the components of common property. The Association has assessed the present condition 
of all common area components; estimated replacement costs relying upon published data, contractor’s or 
engineer’s estimates, and previously paid amounts; and estimated remaining lives, relying upon consultants 
or published data. Funding requirements consider an annual inflation rate of 3.00% percent and interest of 
0.50% percent on amounts funded for future major repairs and replacements. The following table is based on 
the study and presents significant information about the components of common property.

NOTE 6 – EQUITY TRANSFERS of PROPERTY 
and EQUIPMENT to the OPERATING FUND:

The Association transfers long-term assets and capital 
projects purchased through the Replacement and New 
Capital Additions Funds to the Operating Fund on a 
monthly basis.

A summary of Association equity transfers of 
property and equipment to the Operating Fund from 
the Replacement and New Capital Additions Funds at 
December 31, 2017 and 2016 is summarized as follows:

NOTE 7 – CONTINGENCIES:
The Association is occasionally subject to claims or 

regulatory proceedings in connection with the conduct 
of normal Association operations.

In June 2017, a claim was f iled against the Association 
and other parties. The Association’s insurance carrier is 
assuming the defense of the Association, with a hearing 
set for March 2018. The case is still in the discovery stage 
and the outcome cannot be determined at this time.

NOTE 8 – SUBSEQUENT EVENTS:
The financial statements were issued on and subsequent 

events were evaluated through February 23, 2018.

Notes to Financial Statements Continued


