
The Lakes Myrtle Beach
Q1 2023 Financial Review
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Section 1
• Types of accounting methods

• Impact & Compliance fees

• Locating the Balance Sheet & Income Statement

•Understanding the Balance Sheet

•Understanding the Income Statement

•Understanding the Reserve Account
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Types of accounting 
methods for POA’s
• Cash Accounting- Income and expenses are only 

recorded as cash flow occurs. 

• Accrual Accounting- expenses are recorded when 
incurred and revenue is recorded when dues are 
billed.

• Modified Accrual Accounting- This method takes 
from both cash & accrual methods, the A/R would 
be recorded when due and the A/P would be 
recorded when the money is actually paid.

• THE POA USES THE ACCRUAL METHOD
• *The accrual method is the only method that meets GAAP
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ACC  Impact & Compliance Fees

When a new home is built, the builder/ developer pays 2 fees:

1. The Compliance Fee- is a $2,000.00 refundable fee. If the builder is 
found to not comply, a fine will be issued and deducted from the 
refund.

2. The Impact Fee- is a non-refundable fee that is raised by 5% per 
year. All fees collected are applied to the Road Reserve. 

• 2023 rate is $1,407.11
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Frontsteps is the ONLY official website for financial 
information

https://thelakes.frontsteps.com/

You may also use https://thelakes.us/. to access 
Frontsteps

All other social media & web sites are not supported, 
endorsed, monitored, managed or approved by the 
POA
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How to Access Balance Sheet & Income Stmt.
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Choose Financial Reports for Owners
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Reports are posted on the 15th of the month
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Understanding the 
Balance Sheet

• Assets are cash or 
anything that can be 
converted to cash 

• Liabilities is the A/P

• Reserves is the allocation 
of reserve funds

• Equity is the net worth
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Understanding Reserves

Our road reserves were established by 
amendment in 1993.
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How do we manage Reserves?

The reserve account is for reserve items only. 
Ordinary expenses should not be paid from this 
account.

When funds are deposited into the reserve account 
those funds are identified as reserve funds and 
must remain in the account until maintenance or 
repair occurs.

If funds are needed to cover expenses. The board 
can legally approve the “borrowing” with a plan in 
place to replace/replenish the borrowed funds.
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Reserves Before & After 

February Balance Sheet March Balance Sheet
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Section 2
• Financial events of the past three years

•How the membership was advised of ongoing 
financial stress

•2021 chart 

•2022 chart 

•2021 & 2022 review results
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Financial 
events & 
how they 
affect us

• For the past 3 years the world has been chaotic; 
these events that have impacted our financial 
picture:

• 2020: the pandemic,14.7% unemployment, the 
financial crash & recovery, the supply chain 
disruption, remote work, Time Warner contract 
terminated.

• 2021: Inflation, global energy crisis, cypto
currencies (bitcoin), used car prices 

• 2022: the fed rate hikes, record high inflation, 
the great resignation, Russia invades Ukraine.

• All these factors made it more difficult to get 
needed materials, work done & it became more 
expensive to run the POA
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How the 
Financial 
Condition 
was relayed 
to 
membership:

The following are a few excerpts from The Communicator

April 2022 Finance report: “As we are all painfully aware, costs for everyday 
items are rising at a dramatic pace.”

July 2022 Finance Report: “There has been a balance sheet change in that we 
have cashed in two annuity investments that had matured. These two 
investments: American General Insurance Company ($123,001) & 
Forethought Life($88,676) will now show in our money market account

September 2022 Finance Report: The last few months have been very 
difficult for the POA and its finances. Costs have gone through the roof with 
many services tripling from what they were last year. Costs have risen so fast 
and so high that the budget has been overwhelmed and we need to use 
some of our savings to pay ongoing bills”
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2021- Overbudget by 42%
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2022- Overbudget by 65%
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Lakes Annual Dues Analysis
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Lakes Annual Dues Analysis- 2
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2021 & 2022 review results:

• The POA should have 3 months of expenses reserved within 
the operating account at year end, we do not

• The POA obligations are not in sync with the budget

• Historically dues have not increased to keep up with higher 
costs

• All investments were exhausted and used to fund the 
shortfalls

• $422.00 will not sufficiently sustain 2023 obligations

• Our reserves are underfunded
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Section 3 - Q1 Results

•2023 Budget

•2023 Projected Spending

•DR Horton Compliance & Impact Fees

•Operating & MM account details (Jan~ Mar)

•How to get back on track

•Goals
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2023 Budget

• The 2023 budget is based on the following:

• 708 Homes x 422 dues= $298,776

• 298,776 is the amount we have for operating expenses & reserve 
funding

• 298,776/12= $24,898- available to spend per month

• Any monies spent over 24,898 per month is over budget

* Dependent on 100% collection of yearly dues, 35K past due as of 3/31/23
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2023 Projected Spend
• Gooseman Jack’s services have been terminated

• Overall costs have been reduced a/o March 2023 to keep our monthly 
spend around 25K per month (this is still overbudget)
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DR Horton Construction:
Compliance: Received $128,000.00 (64 lots)  3 lots remaining
• Total refunded to DR Horton $40,800.00
• Total in violations (to POA Operating account) $5,000.00

Impact Fees: Received $83,019.49 to Reserves
• 59 lots paid x 1,407.11 = $83,019.49
• 8 lots remaining

• Impact fees are first deposited to the operating account, then moved to the Reserve 
Account

• ACC account is audited every quarter & is in balance
25



Operating Account Jan ~ March 2023

Impact Fees pass through the operating account before being credited to the MM account 26



Money Market  (Reserves) Jan ~ March 2023

We transfer $1,750.00 each month from the operating account to Reserves
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How to get back on track financially

Propose a special 
assessment to be 
charged in the 
amount of 
$250.00

1

Review all 
contracts & solicit 
bids if/when 
necessary

2

Recommend the 
addition of a 
Capital 
Contribution Fee

3

Consider raising 
the annual dues 
by $100.00 for the 
next 2 years

4

Explore the sale 
of “common 
property”
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Items 1, 3, 4 & 5 will require membership vote 28



Goals for 2023

• Monitor Spending

• Consider the impact of each item before approving 
purchase

• Ensure all funds in accounts are FDIC protected

• Invest funds over the FDIC threshold <250K

• Create a finance handbook for subsequent boards 
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Was this presentation helpful to you?

Please send an email to Karen Tucker at LITUS (ktucker@litustolet.com) with your 
thoughts & suggestions, or any other POA questions.

Need help signing on to Frontsteps? Have a question you would like to discuss in 
person? Stop by the office, during the posted office hours, we’ll be happy to 
help!
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