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Disclaimer
+

= This session is being recorded for
future use.

(B |

Components of
Financial Statements

B camowswiseen

_|_
m Continuing Education

— WE HAVE NOT RECEIVED FINAL APPROVAL FOR
THIS SESSION YET.

— After the session you will receive a link to a
survey, you must request a certificate upon
completion of the survey

— You must remain in attendance for the entire
session

— You must remain attentive, with the viewer
window at the forefront of your computer screen

Our Agenda
+
m Components of Financial Statements
= Working With the Numbers
m Key Metrics
Components of Financial
CB Statements
_|_

= Independent Auditors’ Report
= Balance Sheet

m Statement of Operations and Deficit
(Income Statement)

m Statement of Cash Flows
m Notes to Financial Statements
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Independent Auditors’
CB+ Report

Independent Auditors’
CB+ Report

m Specifies what service was provided (audit,
compilation, review)

m Explains what was done
— Audit does not mean every transaction was

looked at

m Indicates any exceptions to GAAP (Generally
Accepted Accounting Principles)

m May indicate supplementary information on
repairs and replacements has not been
included

Independent Auditors’
(:|3+ Report

= Look for:
—“...present fairly, in all material respects”
— No exceptions to GAAP
— No “going concern” issue
— Other basis of presentation

= Cash Basis
= Tax Basis (can also be Cash Basis)

Income Statement

5 Income Statement
_|_
m Reports how a company performed
during the period(s) presented.
= Shows whether the company’s

operations have resulted in a profit or
loss.

B
_|_
5 Income Statement
_|_
Eé?;;:é?;;ﬁ:?:eoﬁhvg Items 202,129 63,436
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Income Statement

= Cash Basis
—How much income was received
— What expenses were paid

= Accrual Basis

—How much income was earned (How
much were we entitled to)

—What costs were incurred

B

Balance Sheet

A Conpaeaties o Corporation
Salmen Shuets
Dicamtne 11
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Balance Sheet
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Balance Sheet

= Snapshot of the company’s financial
position at a specific point in time.

= Shows what the company owns and
what it owes as of that date.

m Helps study the company’s solvency
(ability to meet debts)

B

Balance Sheet

» Remember if presented on Cash Basis
you won't see:
— Accounts Payable
= No indication of unpaid bills
— Construction in Progress
= May be under commitments in Notes
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5 Statement of Cash Flows
i
= Reports on the company’s cash
movements during the period(s).
= Three Sections:
— From Operations
— From Investments (fixed assets)
— From Financing (debt and treasury units)

Notes to the Financial

which was ¢
. . The baskbng consists of 217 resicentsal unds. The prmary purpose
of the Corporation s & mmntsen and mandge te propaty

{B) Estimates.

The progaration of inancial statements in o g wih accounting

..... b crrrerally aconptend i e Linsed States of Armnica sequres th

s tha atlet cersamn raported
amcunts and diacionunes, Accordngly, actual smuits could Sfle from thase
estmates.
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Notes to the Financial
CB+ Statements

m Provides more detailed information
about the financial statements.

Notes to the Financial
CB+ Statements

m Significant Accounting Policies
— Nature of Organization
— Use of Estimates
— Cash Equivalents
m Concentrations
m Related Party Transactions
= Mortgage Payable
— Shows next five years of principal

Notes to the Financial
CB+ Statements

= Commitments & Contingencies
m Special Assessment

= Rental Income

— Shows next five years of minimum lease
payments

= Future Major Repairs and
Replacements

= Subsequent Events

5 Other Items
_|_

m There may be supplemental schedules
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Working With the
Numbers
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Working With The
CB+ Numbers

m Current Assets vs. Current Liabilities
— Compare current assets to current
liabilities
m Looks at ability to pay bills in the next year

= Net Income vs. Net Income before
other items/depreciation
— Did operations run at a profit
— Highlights the ordinary operations

Working With The
CB+ Numbers

= Cash flow from operations

— Are operations throwing off enough cash
or is a maintenance increase called for

= Supplemental Cash Flow

— Look at improvements payable

= Highlights unpaid bills on major repairs and
replacements

Payroll as Percentage of Net
CB+ Maintenance

Statements of Operations and Deficit

Revenue 2009
Met maintenance charges to tenant-owners
Statements of Operations and Deficit
Operating
Payrall and related costs @

Step 1: $465,191 + $ 1,751,272 = .2656
(approximately 27%b)

Payroll as Percentage of Net
CB+ Maintenance

= Informational

— Indicates what portion of maintenance is
locked up by payroll costs

Real Estate Tax as Percentage
¢cB of Net Maintenance
_|_

Statements of Operations and Deficit

Revenue 2009

Met maintenance charges to tenant-owners
Statements of Operations and Deficit
Expenses
Operating
Real estate taxes

Step 1: $505,648 ~ $ 1,751,272 = .2887
(approximately 29%b6)




Understanding Cooperative Financial Statements
Czarnowski & Beer, LLP

Real Estate Tax as Percentage
cB of Net Maintenance
_|_

= Informational

— Indicates what portion of maintenance is
locked up by real estate taxes

One Other Item

+
= Watch the Funding

— Every item funded - reserves, special
assessment, real estate tax, water and
sewer — should be segregated

— Do not spend excess elsewhere unless
absolutely sure why excess exists

(B |

Key Metrics

LB S nsees

Key Metrics — Cash Per Unit

Balance Sheets
Current Assets 2009
Cash <TREWEYD,
Cash - reserve funds C 709,561

Note 1 - Significant Accounting Policies
(A) Nature of organization

The building consists@L 217 ERdential units.

Step 1: $114,732 + 709,561 = $824,293
Step 2: $824,293 =~ 217 = $3,798.59 cash per unit

£

Key Metrics — Cash Per Unit
+

= Benchmark
—$2,000 minimum suggested level
—$5,000 healthy
—$10,000 extraordinary

Key Metrics — Debt Per Unit

CB (Generally applicable to Co-ops only)
Long Term Debt Balance Sheets
Mortgage payable <m5}]=
Energy loan payable C120.0813
Co-Generation loan payable C 429,550

Note 1 - Significant Accounting Policies
(A) Nature of organization

The building consistdenlial units,

Step 1: $6,136,877 + 120,061 + 429,550 = $6,686,488
Step 2: $6,686,488 +~ 217 = $30,813.31 debt per unit
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Key Metrics — Debt Per Unit

CB (Generally applicable to Co-ops only)

_|_

= Benchmark
— $35,000 - $40,000 (Manhattan)
—$25,000 - $35,000 (Other Boroughs)

Key Metrics — Deductible
CB Portion of Maintenance
+— Statements of Operations and Deficit [ |

Revenue 2009
Met maintenance charges to tenant-owners

Statements of Operations and Deficit |

Ooperating . P
Morage ard Joan eres
Step 1: $339,103 + 505,648 = $844,751
Step 2: $844,751 +~ $ 1,751,272 = .4824
(approximately 48%b6)

Key Metrics — Deductible
CB+ Portion of Maintenance

=» Benchmark
—40% to 60%

Key Metrics
_|_

= What to do with this information:
— Use guidelines provided
— Benchmark to the averages

m CNYC Study — shown on per room basis

m Czarnowski & Beer, LLP. Study — approximate
benchmark numbers for a variety of metrics

5 One Last Thing
_|_
= Financial statements “present fairly, in
all material respects”

= Audit does not check every penny !

5 Reminder
+

= In the next 48 hours you will receive a
follow up email with a survey link

m Please complete the short survey

m IF this course is approved by National Board
of Certification for Community Association
Managers (NBC-CAM) to fulfill continuing
education requirements for the CMCA®
certification we will send you a certificate of
completion
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= Quastivis!

m Send an email to: info@czarbeer.com

m Put “Understanding Cooperative Financial
Statements” in the subject




