


Supplementary Information

The Schedule of Revenues, Expenses and Changes in Replacement Fund Balance on page 11 is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from, and relates
directly to, the underlying accounting and other records used to prepare the financial statements.
The supplementary information has been subjected to the review procedures applied in our review
of the basic financial statements. We are not aware of any material modifications that should be
made to the supplementary information. We have not audited the supplementary information and do
not express an opinion on such information.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
information about future major repairs and replacements of common property on page 12 be
presented to supplement the basic financial statements. Such information, although not a required
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 and for placing the basic financial
statements in an appropriate operational, economic, or historical context. The information is the
responsibility of management. We have not audited, reviewed, or compiled the required
supplementary information and do not express an opinion, a conclusion, nor provide any assurance
on it.

Allen & Cook, Inc. 

San Jose, California
February 13, 2026
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Oak Hills Homeowners Association
Balance  Sheet

December 31, 2025

Operating Replacement Total
Fund Fund Funds

ASSETS:
Cash and cash equivalents $ 75,341 208,259 283,600
Accounts receivable - members, net of
  allowance for credit losses of $5,675 14,074 14,074
Investment in certificates of deposit 167,615 167,615
Property and equipment, net of accumulated
  depreciation of $514,694 254,794 254,794
Interest receivable 1,806 1,806
Prepaid insurance 915 915
Prepaid income tax 46 46

Total Assets 345,170 377,680 722,850

LIABILITIES AND FUND BALANCES:
Accounts payable 11,672 11,672
Assessments received in advance 15,627 15,627
Income tax payable 28 28
Contract liabilities (Note A-9) - (Assessments
  received in advance-replacement fund) 377,680 377,680
Other liabilities 3,905 3,905

Total Liabilities 31,232 377,680 408,912

Fund Balances 313,938 313,938

Total Liabilities and Fund Balances $ 345,170 377,680 722,850

SEE NOTES TO FINANCIAL STATEMENTS
SEE INDEPENDENT ACCOUNTANT'S REVIEW REPORT
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Oak Hills Homeowners Association
Statement of Revenues, Expenses, and Changes in Fund Balances

Year Ended December 31, 2025

Operating Replacement Total
Fund Fund Funds

REVENUE:
Regular assessments (Note A-6) $ 205,785 2,490 208,275
Interest on savings (Note A-3) 9,468 9,468
Other income 6,872 6,872

Total Revenue 212,657 11,958 224,615

EXPENSES:
Management 20,066 20,066
Insurance 11,177 11,177
Legal and accounting 11,861 11,861
Other administrative expenses 10,215 10,215
Credit losses 1,229 1,229
Gas and electricity 30,950 30,950
Other utilities 2,995 2,995
Landscape maintenance 62,371 62,371
Pool and spa maintenance 10,161 10,161
Payroll expenses 41,893 41,893
Depreciation expense 31,985 31,985
Other common area maintenance 11,958 11,958
Income taxes (Note C) 2,982 2,982

Total Expenses 237,885 11,958 249,843

Excess (deficiency) of revenue over expense (25,228) (25,228)

Beginning fund balance 339,166 339,166

Ending fund balance $ 313,938 313,938

SEE NOTES TO FINANCIAL STATEMENTS
SEE INDEPENDENT ACCOUNTANT'S REVIEW REPORT
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Oak Hills Homeowners Association
Statement of Cash Flows

Year Ended December 31, 2025

Operating Replacement Total
Fund Fund Funds

Cash Flows From Operating Activities:
Excess (deficiency) of revenue over expenses $ (25,228) (25,228)
Depreciation expense 31,985 31,985
Adjustments to reconcile net income to net

cash provided (used) by operating activities:
Changes in assets and liabilities:

Accounts receivable (7,970) (7,970)
Due from replacement fund 617 617
Prepaid insurance (915) (915)
Prepaid income tax (46) (46)
Accounts payable 8,489 8,489
Assessments received in advance 7,207 7,207
Income tax payable (2,099) (2,099)
Contract liabilities (Assessments received
  in advance-replacement fund) 21,235 21,235
Due to operating fund (617) (617)
Other liabilities 3,905 3,905

Net cash flows from operating activities 15,945 20,618 36,563

Cash Flows From Investing Activities:
Purchase of certificates of deposit (275,740) (275,740)
Proceeds from matured certificates of deposit 317,320 317,320

Net cash flows from investing activities 41,580 41,580

Net increase (decrease) in cash 15,945 62,198 78,143

Cash at beginning of year 59,396 146,061 205,457

Cash at end of year $ 75,341 208,259 283,600

SEE NOTES TO FINANCIAL STATEMENTS
SEE INDEPENDENT ACCOUNTANT'S REVIEW REPORT
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Oak Hills Homeowners Association
Notes To Financial Statements

December 31, 2025

(A) - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

(1) Organization

The Association was incorporated on May 31, 1974 to provide for the orderly maintenance,
preservation, and architectural control of the common areas within the development, which
consists of 269 residences located in the City of Salinas, California.

The Association derives its authority and responsibilities from its Declaration of Covenants,
Conditions and Restrictions. An elected Board of Directors makes most policy decisions and
oversees daily operations, but major decisions are referred to the general association
membership if required by the governing documents.

Membership in the Association is mandatory for homeowners. Voting members consist of all
owners. Each owner is obligated to pay annual assessments to the Association to support its
operations and purposes.

(2) Funds

The Association's governing documents provide certain guidelines for governing its financial
activities. To ensure observance of limitations and restrictions on the use of financial resources,
the Association maintains its accounts using fund accounting. Under this method of accounting,
funds are classified into two categories, operating fund and replacement fund. 

Operating Fund—This fund is used to account for financial resources available for the general
operations of the Association. 

Replacement Fund—This fund is used to accumulate financial resources designated for future
major repairs and replacements.

(3) Interest Income

It is the policy of the Board of Directors that interest income earned on checking, savings and
investments be retained in the fund where such income was earned. The Association's policy is
to account for fund expenditures using fund interest income before fund assessment income.

(4) Statement of Cash Flow Information

For purposes of the Statement of Cash Flows, the Association considers all short-term
investments with maturity at date of purchase of three months or less to be cash equivalents.

(CONTINUED)
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Oak Hills Homeowners Association
Notes To Financial Statements

December 31, 2025

(A) - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

(5) Property and Equipment

Property and equipment are recorded at cost. Depreciation is computed on the straight-line
method over the estimated useful lives of the assets, which are as follows:

       Useful Life                                  
Benches 7 years 4,220
Chain link fence 12 years 884
Office equipment 5-10 years 5,393
Playground fence & fixtures 10-40 years 93,277
Pool & tennis courts 5-20 years 391,804
Pool & spa equipment 10 years 12,035
Storage shed 20 years 2,834
Building improvements 5-20 years 60,962
Land 12,300
Land improvements 10-40 years 185,779

769,488
Less accumulated depreciation (514,694)

$ 254,794

Depreciation expense for the year ended December 31, 2025 was $31,985.

(6) Member Assessments and Allowance for Credit Losses

Association members are subject to monthly assessments to provide funds for the Association's
operating expenses and major repairs and replacements. Assessment revenue is recognized as
the related performance obligations are satisfied at transaction amounts expected to be
collected. The Association's performance obligations related to its operating assessments are
satisfied over time on a daily pro-rata basis using the input method. The performance
obligations related to the replacement fund assessments are satisfied when these funds are
expended for their designated purpose. During the fiscal year ended December 31, 2025,
regular annual assessments were payable to the Association in bi-monthly installments of $135
per unit. 25 residences also paid private driveway assessments of $70 or $90 bi-monthly.

Assessments receivable at the balance sheet date are stated at the amounts expected to be
collected from outstanding assessments from unit owners. The Association's policy is to retain
legal counsel and place liens on the properties of owners whose assessments are delinquent
depending on the Association’s CC&Rs. The net balances of assessments receivable as of the
beginning and end of the year are $6,104 and $14,074, respectively.

(CONTINUED)
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Oak Hills Homeowners Association
Notes To Financial Statements

December 31, 2025

(A) - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

(6) Member Assessments and Allowance for Credit Losses - Continued

The Association treats uncollectible assessments as credit losses. Methods, inputs, and
assumptions used to evaluate when assessments are considered uncollectible include closely
monitoring of outstanding assessment balances by management, member payment history of
outstanding assessment balances, and susceptibility to factors outside the Association's control.

(7) 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.  Actual results could differ from those estimates.

(8) Fair Value of Financial Instruments

The carrying amounts of financial instruments, including cash, certificates of deposit, accounts
receivable and accounts payable approximate their fair market value due to the short term
maturities of these instruments.

(9) Contract Liabilities (Assessments Received In Advance - Replacement Fund)

The Association recognizes revenue from members as the related performance obligations are
satisfied. A contract liability (assessments received in advance-replacement fund) is recorded
when the Association has the right to receive payment in advance of the satisfaction of
performance obligations related to replacement reserve assessments. The balances of contract
liabilities (assessments received in advance-replacement fund) as of the beginning and end of
the year are $356,445 and $377,680, respectively.

(10) Concentration of Credit Risk

Financial instruments, which potentially subject the Association to concentration of credit risk,
consist primarily of cash, cash equivalents and investments. The Association's financial
instruments are primarily maintained with high credit quality financial institutions. As of
December 31, 2025, cash, cash equivalents and investments in excess of federal deposit
insurance coverage limits totaled approximately $35,000. 

(CONTINUED)
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Oak Hills Homeowners Association
Notes To Financial Statements

December 31, 2025

(A) - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

(11) Adoption of New Accounting Standard

Effective January 1, 2023, the Association adopted ASU 2016-13 Financial Instruments –
Credit Losses (ASC 326) issued by the FASB. The most significant change in this standard is a
shift from the incurred loss model to the current expected loss model. Assessments receivable,
certificates of deposit and other held-to-maturity securities are subject to ASC 326. The impact
of the adoption was not considered material to the financial statements and primarily resulted in
new disclosures only.

(B) - RESTRICTED FUNDS AND REPLACEMENT FUNDING PROGRAM

Restricted funds represent amounts designated for specific uses by the membership or Board of
Directors; generally these funds are set-aside in interest bearing accounts to be retained for the
designated purpose. Restricted replacement funds are amounts to be spent on future repair and
replacement of selected Association common areas.

A long-term, formal funding program is one that is based on a study that identifies specific
common area components such as roofs, streets, paint, decks, etc., the expected replacement
costs and expected remaining service lives of each, and provides a plan for accumulating over
time the funds that will be needed to replace each major item at the time that replacement
becomes necessary.

An independent formal study to determine the adequacy of the current funding program for the
replacement of selected Association common area components was conducted by Applied
Reserve Analysis in 2025. The 2026 budget, which was approved by the Board of Directors in
October 2025, incorporates the current funding requirements determined by the study.

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

(C) - INCOME TAXES

Homeowners' associations may be taxed either as homeowners' associations or as regular
corporations. For the year ended December 31, 2025, the Association was taxed as a
homeowners' association. As a homeowners' association, the Association is taxed only on its
non-membership income, such as interest earnings, at specified federal and state corporate
rates.

(CONTINUED)
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Oak Hills Homeowners Association
Notes To Financial Statements

December 31, 2025

(C) - INCOME TAXES - Continued

Income tax expense at December 31, 2025 was $2,982. During the year ending December 31,
2025, the Association paid $5,127 in cash for income taxes.

(D) - INCOME STATEMENT RECONCILIATION

The following table represents reconciliation from prior year’s reserve fund to current year
reserve fund balance before adoption of revenue recognition requirements.

Operating Replacement Total
Fund Fund Funds

REVENUE:
Regular assessments (Note A-6) $ 205,785 23,725 229,510
Interest on savings (Note A-3) 9,468 9,468
Other income 6,872 6,872

Total Revenue 212,657 33,193 245,850

EXPENSES:
Total Expenses 237,885 11,958 249,843

Excess (deficiency) of revenue over expense (25,228) 21,235 (3,993)

Beginning fund balance 339,166 356,445 695,611

Ending fund balance $ 313,938 377,680 691,618

  
As you will note, the replacement fund balance before adoption of revenue recognition
requirement equals the contract liabilities $377,680 (assessments received in advance -
replacement fund) presented on the Balance Sheet.

(E) - SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 13, 2026, the date on which the
financial statements were available to be issued. We noted no events that will have an impact
on the presented financial statements and notes thereto. 
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Oak Hills Homeowners Association
Supplementary Information

Schedule of Revenues, Expenses and Changes in Replacement Fund Balance
December 31, 2025

Arrowleaf Clover Sandbur Shadow Oak General
Reserve Reserve Reserve Reserve Reserve Total

Fund Fund Fund Funds Fund

REVENUE:

Reserve assessments (Note A-6) 1,960 1,260 2,520 5,880 12,105 23,725
Interest on saving (Note A-3) 12 35 8 869 8,544 9,468

Total Revenue 1,972 1,295 2,528 6,749 20,649 33,193

EXPENSES:

Other common area maintenance 11,958 11,958

Total Expenses 11,958 11,958

Excess (deficiency) of revenue over
expense

1,972 1,295 2,528 6,749 8,691 21,235

Beginning fund balance 3,860 13,425 1,827 60,096 277,237 356,445

Ending fund balance 5,832 14,720 4,355 66,845 285,928 377,680

SEE INDEPENDENT ACCOUNTANT'S REVIEW REPORT
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Oak Hills Homeowners Association
Supplementary Information On Future Major Repairs And Replacements (Unaudited)

December 31, 2025

Applied Reserve Analysis conducted a study in 2025 to estimate the remaining useful lives and the
replacement costs of the components of common property. The estimates were based on future
replacement costs at the date of the study. Estimated current replacement costs have been adjusted to
reflect a 4% inflation factor between the date of the study and the date that the components will require
repair and replacement. A 1.5% after-tax interest rate has been applied to the cash flow.

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

Components

Estimated
Remaining

Useful Lives
Estimated Current

Replacement Costs
General Reserve:
Common Area 1-23 yrs $ 125,590
Pool Area 0-17 yrs 230,700
Recreational Area 1-20 yrs 256,063
Arrowleaf:
Asphalt & Concrete 1-23 yrs 24,888
Clover Trail Private Drive:
Asphalt & Concrete 3-23 yrs 21,738
Sandbur Private Drive:
Asphalt & Concrete 3-23 yrs 34,125
Shadow Oak Private Drive:
Asphalt & Concrete 2-13 yrs 122,575
Total $ 815,679

The Association uses the cash flow method of funding the replacement fund. Under the cash flow
method, the funding for each individual component is not separately calculated. The contract liabilities
balance at December 31, 2025 is $377,680 with expected contributions of $45,786 for the year ending
December 31, 2026.

SEE INDEPENDENT ACCOUNTANT'S REVIEW REPORT
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