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DALY, HAMAD & ASSOCIATES, P.L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
MEMBERS, AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
SOUTH RIDING PROPRIETARY, INC.

Opinion

We have audited the accompanying financial statements of South Riding Proprietary, Inc., which comprise the
balance sheet as of December 31, 2025, and the related statements of revenues and expenses, changes in
members’ equity, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of South Riding Proprietary, Inc. as of December 31, 2025, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of South Riding
Proprietary, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,

considered in the aggregate, that raise substantial doubt about South Riding Proprietary, Inc.’s ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 South Riding Proprietary, Inc.’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about South Riding Proprietary, Inc.’s ability to continue as a going concern for a
reasonable period of time.

Report on Supplementary Information

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The schedules reflected on pages 16 through 22 are presented for the purpose of additional analysis and are not
a required part of the basic financial statements. Such information, except for that portion marked “unaudited”,
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. The information marked “unaudited” has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do not express an opinion or
provide any assurance on it.



Disclaimer of Opinion on Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the information on future
maijor repairs and replacements on page 23 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, although not a part of the basic financial statements, is
required by the Financial Accounting Standards Board, which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited 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
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DALY, HAMAD & ASSOCIATES, P.L.L.C.
Herndon, Virginia
June 10, 2026



ASSETS

Cash and Cash Equivalents
Interest - Bearing Deposits
Assessments Receivable - Net
Accrued Interest Receivable
Prepaid Insurance

Prepaid Expenses

Dewveloper Receivable

Property and Equipment - Net

Interfund Advances/(Borrowings)

TOTAL ASSETS

SOUTH RIDING PROPRIETARY, INC.

BALANCE SHEET

DECEMBER 31, 2025

LIABILITIES AND MEMBERS' EQUITY

LIABILITIES

Accounts Payable

Deferred Revenue

Accrued Salaries and Wages
Prepaid Assessments

Total Liabilities

MEMBERS' EQUITY
General Operating Resere
Capital Improvement Fund
Replacement Reserve Fund
Undesignated Equity

TOTAL MEMBERS' EQUITY

TOTAL LIABILITIES AND
MEMBERS' EQUITY

ASSETS
General Capital Replacement
Operating Operating Improvement Resene
Fund Resene Fund Fund Total

$ 1,945,493 $ 23,794 $ 284,453 $ 304,312 $ 2,558,052
690,000 1,680,000 8,870,000 11,240,000
21,045 21,045
6,099 31,473 67,423 104,995
98,865 98,865
11,317 - 11,317
500,000 500,000
148,663 148,663

(293,077) 2,856 (1,353) 291,574 -
$ 1,938,405 $ 716,650 $ 2,494,573 $ 9,533,309 $ 14,682,937
$ 99,449 $ - $ - $ - $ 99,449
20,000 20,000
46,218 46,218
457,476 457,476
623,143 - - - 623,143
716,650 716,650
2,494,573 2,494,573
9,533,309 9,533,309
1,315,262 1,315,262
1,315,262 716,650 2,494,573 9,533,309 14,059,794
$ 1,938,405 $ 716,650 $ 2,494,573 $ 9,533,309 $ 14,682,937
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SOUTH RIDING PROPRIETARY, INC.

STATEMENT OF REVENUES AND EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2025

General Capital Replacement
Operating Operating  Improvement Reserve
Fund Resene Fund Fund Total
REVENUES
Assessments $6,368,115  $ - $ - $ 1,479,700 $7,847,815
Celebrate South Riding 162,538 162,538
Interest Income 403,247 - 75,079 - 478,326
Disclosure Packets 80,689 80,689
South Riding Rental Income 57,250 57,250
Other Income 220,886 - 220,886
TOTAL REVENUES 7,292,725 - 75,079 1,479,700 8,847,504
Less: Interest Income to Reserves (75,079) (75,079)
NET REVENUES 7,292,725 - - 1,479,700 8,772,425
EXPENSES
Trash Removal 1,887,403 1,887,403
Common Area 1,428,690 1,428,690
Recreation Facility 1,270,821 1,270,821
Payroll and Related Expenses 1,149,044 1,149,044
Celebrate South Riding 297,410 297,410
Roadside 246,394 246,394
Administrative 197,909 197,909
Recreation and Events 186,504 186,504
Management Fees 177,637 177,637
Insurance 144,443 144,443
Magazine 124,148 124,148
Legal and Audit 109,353 109,353
Repairs and Maintenance 71,257 71,257
Depreciation 49,080 49,080
Committee and Board 46,138 46,138
Snow Removal 20,902 20,902
Credit Loss - Assessments Receivable 1,199 1,199
Reserve Expenditures 1,647,309 1,647,309
TOTAL EXPENSES 7,408,332 - - 1,647,309 9,055,641
(DEFICIT) OF REVENUES OVER EXPENSES $ (115,607) $ - $ - $ (167,609) $ (283,216)
5
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Members' Equity - December 31, 2024 $ 1,462,320 $ 673,147 $2,319,682

(Deficit) of Revenues Over Expenses

Interest Income to Reserves
Capital Expenditures

Capital Contribution - Developer
Inter-Equity Transfer

Transfer to Reverse Effect of
Capitalizing Assets

SOUTH RIDING PROPRIETARY, INC.

STATEMENT OF CHANGES IN MEMBERS’ EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2025

General Capital Replacement
Undesignated Operating Improvement Reserve
Equity Resene Fund Fund Total

$ 9,712,970 $ 14,168,119

(115,607) (167,609) (283,216)
75,079 75,079
(400,188) (400,188)
500,000 500,000
(43,503) 43,503 ]
12,052 (12,052) -

Members' Equity - December 31, 2025 § 1,315,262 $ 716,650 $2,494,573 $ 9,533,309 §$ 14,059,794

6
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SOUTH RIDING PROPRIETARY, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2025

CASH FLOWS FROM OPERATING ACTIVITIES
(Deficit) of Revenues Over Expenses $ (283,216)
Adjustments to Reconcile (Deficit) Revenues Over Expenses
to Net Cash (Used in) Operating Activities

Depreciation 49,080
Reserve Expenditures (400,188)
Capital Contribution - Developer 500,000
Interest Income to Capital Improvement Fund 75,079
Change in:
Assessments Receivable - Net 21,661
Accrued Interest Receivable (17,331)
Insurance Claim Receivable 8,235
Prepaid Insurance (15,558)
Prepaid Expenses 36,989
Deweloper Receivable (500,000)
Accounts Payable 38,277
Deferred Revenue (30,041)
Accrued Salaries and Wages (2,896)
Prepaid Assessments 25,420
NET CASH (USED IN) OPERATING ACTIVITIES (494,489)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Interest-Bearing Deposits (30,000)
Purchase of Equipment (12,052)
NET CASH (USED IN) INVESTING ACTIVITIES (42,052)
NET DECREASE IN CASH (536,541)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 3,094,593
CASH AND CASH EQUIVALENTS - END OF YEAR $ 2,558,052

SUPPLEMENTAL DISCLOSURES
Interest Paid $ -
Income Taxes Paid $

7
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NOTE 1 -

NOTE 2 -

SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

NATURE OF ORGANIZATION

South Riding Proprietary, Inc. (the Association), a non-profit membership Association, was organized
under the laws of the Commonwealth of Virginia for the purposes of maintaining and preserving the
commonly owned properties of the Association. The Association is located in South Riding, Virginia and
consists of 6,549 units (including apartments and commercial). The Association administers the
operations of the community.

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

Method of Accounting

The financial statements are presented on the accrual basis of accounting in which revenues are
recognized when earned and expenses are recognized when incurred, not necessarily when received or
paid.

Fund Accounting

The Association’s governing documents provide certain guidelines pertaining to its financial activities.
To ensure observance of limitations and restrictions on the use of financial resources, the Association
reports its accounts using fund accounting maintained under the accrual basis. Financial resources are
classified for accounting and reporting purposes in the following funds established according to their
nature and purpose:

Operating Fund — These funds are used to account for financial resources available for the general
operations of the Association.

General Operating Reserve — These funds are used to provide financial resources available to cover
unexpected shortfalls in the operating fund or shortfalls in working capital of the Association.

Capital Improvement Fund — These funds are used to account for financial resources designated for
new facilities, property and equipment, and new amenities that benefit the community.

Replacement Reserves — These funds are used to account for financial resources designated for future
repairs and replacements.

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.

Common Property

Real property and common areas acquired from the declarant and related improvements to such
property are not recorded in the Association’s financial statements since the property cannot be
disposed of at the discretion of the Board of Directors. Common property includes, but is not limited to,
land, recreational facilities, and other site improvements.



NOTE 2 -

NOTE 3 -

SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Association considers all unrestricted, highly-liquid
debt instruments purchased with an original maturity date of three months or less to be cash equivalents
on the accompanying balance sheet.

Interest-Bearing Deposits

The Association holds interest-bearing deposits with original maturity dates greater than ninety days,
which are carried at cost. Interest earned on these interest-bearing deposits is included in interest
income in the accompanying statements of revenues and expenses. In addition, the Association
generally holds these interest-bearing deposits to maturity; accordingly, they are excluded from cash
and cash equivalents in the statements of financial position and cash flows.

Member Assessments

Association members are subject to annual assessments, billed on a monthly basis, to provide funds for
the Association’s operating expenses, future capital acquisitions, and major repairs and replacements.
The Association has determined that no customer relationship exists between it and its members,
therefore, Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
Topic 606, Revenue from Contracts with Customers, does not apply to assessments revenue because
there is no contract. Assessments receivable at the balance sheet date represents fees due from
homeowners. The Association’s policy is to retain legal counsel and place liens on the properties of
owners whose assessments are delinquent. Any excess assessments at year end are retained by the
Association for use in future years. The Association utilizes the allowance method to account for credit
losses. Prepaid assessments are amounts received from members in advance of the following
accounting period.

Other Revenue Recognition

FASB ASC Topic 606 applies to other revenue received by the Association including revenue from
disclosure packets, facility rentals, event and user activity fees, sponsorships, advertising, and other
services. Revenue from these contracts with customers is recognized at a point in time when the
services are provided.

Depreciation

Fixed assets are carried at cost and depreciated over the estimated useful lives using the straight-line
method.

DATE OF MANAGEMENT’S REVIEW
In preparing the financial statements, the Association has evaluated events and transactions for

potential recognition or disclosure through June 10, 2026, the date that the financial statements were
available to be issued.



SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

NOTE 4 — INCOME TAXES
The Association is a non-stock, nonprofit organization, which holds tax-exempt status under Section
501(c)(4) of the Internal Revenue Code. The Association obtained this status in 2009. No provision for
income taxes is required since the Association has no unrelated business taxable income.

NOTE 5—- CASH, CASH EQUIVALENTS AND INTEREST-BEARING DEPOSITS

As of December 31, 2025, the Association maintained its funds in the following manner:

Institutions Account Cash Interest-Bearing Total
Operating Fund Type Deposits
Petty Cash Imprest $ 250 $ - $ 250
First Citizens Bank Checking/ICS(6) 1,718,702 1,718,702
Truist Bank Checking 15,470 15,470
Truist Bank MMKT 211,071 211,071
$ 1,945,493 $ - $ 1,945,493
General Operating Reserve
Morgan Stanley Savings $ 30 $ - $ 30
Morgan Stanley Savings 23,764 23,764
Morgan Stanley (Various Institutions) CD(3) 690,000 690,000

$ 23,794 $ 690,000 $§ 713,794

Capital Improvement Fund

Morgan Stanley Savings $ 39,290 $ - $ 39,290
Morgan Stanley Savings 103 103
Forbright Bank MMKT 245,060 245,060
Morgan Stanley (Various Institutions) CD(7) 1,680,000 1,680,000

$ 284,453 $ 1,680,000 $ 1,964,453

Replacement Reserve Fund

Morgan Stanley Savings $ 174,723 $ - $ 174,723
Morgan Stanley Savings 129,589 129,589
Morgan Stanley (Various Institutions) CD(38) 8,870,000 8,870,000

$ 304,312 $ 8,870,000 $ 9,174,312

Total $ 2,558,052 $ 11,240,000  $13,798,052

NOTE 6 - CONCENTRATIONS OF CREDIT RISK

The Association maintains its cash balances at a financial institution and at a major investment
brokerage firm. The Association has amounts on deposit with banks which at times may exceed the
Federal Deposit Insurance Corporation (FDIC) insured limit of $250,000. The Association has not
experienced any losses in such accounts and believes it is not exposed to significant credit risk. The
Association’s cash balances did not exceed federally insured limits at December 31, 2025.

10



NOTE 7 -

NOTE 8 -

NOTE 9 -

NOTE 10 —

SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

ASSESSMENTS RECEIVABLE - NET

The Association provides an allowance for credit losses on assessments receivable based on a review
of the current status of existing receivables and management’s evaluation of periodic aging of accounts.
Under the allowance method, collection efforts may continue, and the recovery of amounts previously
written off is recognized as income in the year of collection.

December 31,

2025
Assessments Receivable $ 70,669
Less: Allowance for Credit Losses (49,624)
$ 21,045

PROPERTY AND EQUIPMENT - NET

Fixed assets are being depreciated over an estimated useful life of five or ten years using the straight-
line method. Depreciation expense for 2025 was $49,080.

December 31,

2025
Vehicles and Equipment $ 692,373
Less: Accumulated Depreciation (543,710)
Net $ 148,663

GENERAL OPERATING RESERVE

The Association established a general operating reserve for unexpected contingencies. During 2025,
the Board of Directors approved an inter-equity transfer of $43,503 to increase this fund balance to
$716,650 at December 31, 2025. The general operating reserve was funded by cash and interest-
bearing deposits.

CAPITAL IMPROVEMENT FUND

During 2007, the Association established a capital improvement fund for new facilities, property and
equipment, and amenities that benefit the community. During 2025, the Association elected not to
contribute disclosure packet income but did allocate $75,079 of interest income to this fund. In addition,
a developer agreed to contribute $500,000 to the Association, which was recorded in this fund as of
December 31, 2025. See note 16 for more details on this contribution.

1"



NOTE 10 —

NOTE 11 —

NOTE 12 —

SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

CAPITAL IMPROVEMENT FUND (CONTINUED)
During 2025, the Association incurred the following capital improvement expenditures:

December 31,

2025

Play Field $ 147,742
Major Landscaping 84,702
Engineering 82,416
Electrical/Lighting 49,704
Environmental Compliance - Nutrient Credits 26,740
Fence 6,375
Other 2,509

$ 400,188

INTERFUND ADVANCES/(BORROWINGS)

Interfund advances and borrowings between the funds during 2025 are as follows:

12/31/24 12/31/25
Receivable Receivable
(Payable) 2025 (Payable)
Balance Activity Balance
Operating Fund $ (490,506) $ 197,429 $ (293,077)
General Operating Reserve (1,048) 3,904 2,856
Capital Improvement Fund 521,891 (523,244) (1,353)
Replacement Reserve Fund (30,337) 321,911 291,574
$ - $ - $ -

FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association’s governing documents require funds to be accumulated for future major repairs and
replacements. Accumulated funds are held in separate savings accounts and are generally not available
for operating purposes.

The Association had a replacement reserve study conducted by Reserve Advisors during 2024 to
estimate the remaining useful lives and the replacement costs of the common property components.
The table included in the supplementary information on Future Major Repairs and Replacements is
based on this study. The Association is funding for such major repairs and replacements over the
estimated useful lives of the components based on the study’s estimates of replacement costs,
considering amounts previously designated for future repairs and replacements. Actual expenditures,
however, may vary from the estimated amounts and the variations may be material. Therefore,
amounts designated for future repairs and replacements may not be adequate to meet future needs. If
additional funds are needed, the Association has the right, subject to the Board’s approval, to increase
regular assessments or levy special assessments, or it may delay major repairs and replacements until
funds are available.
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SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

NOTE 12 - FUTURE MAJOR REPAIRS AND REPLACEMENTS (CONTINUED)

For 2025, the Association budgeted assessments to replacement reserves of $1,479,700, which was
based on the study’s recommended contribution to reserves. The Association elected not to contribute
interest income to replacement reserves for 2025.

As of December 31, 2025, the Association had designated $9,533,309 for replacement reserves. A
summary of the reserve fund accounts is detailed below:

Common Recreation Townhomes  Single Family Total
Balance at 12/31/24 $ 2,620,643 $ 820,238 $ 4,884,484 $ 1,387,605 $ 9,712,970
Contribution 538,200 269,800 502,500 169,200 1,479,700
Expenditures (574,919) (717,715) (317,437) (37,238) (1,647,309)
Capitalized Asset Transfer (12,052) (12,052)
Balance at 12/31/25 $ 2,571,872 $ 372,323 $ 5,069,547 $ 1,519,567 $ 9,533,309

During 2025, the Association incurred the following reserve expenditures:

December 31,

2025
Concrete/Asphalt $ 695,735
Playgrounds 494,827
Major Landscaping 157,584
Pool Covers 90,853
Pool 66,842
HVAC 36,816
Signs 34,455
Engineering 20,348
Pond Maintenance 15,361
Floors 15,355
Other 8,788
Fountain 5,445
Mailboxes 4,900
_$ 1,647,309

NOTE 13 — EMPLOYEE PENSION PLAN

The Association established a 401K plan for its employees. The agreement establishes a plan for the
making of contributions by the Association to individual retirement trust accounts established by eligible
employees. Annual contributions are based on a percentage of the employee’s annual salary for the
calendar year. Contributions from the Association are subject to a three-year vesting period. For the
year ended December 31, 2025, the Association contributed $70,096 to the plan.

13



NOTE 14 —

NOTE 15 —

NOTE 16 —

SOUTH RIDING PROPRIETARY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2025

INTER-EQUITY TRANSFER

In 2025, the Board of Directors approved an inter-equity transfer of $43,503 from undesignated equity to
the general operating reserve to adjust the operating reserve balance to $716,650 as of December 31,
2025.

CONTINGENCIES AND UNCERTAINTIES

The Association is, from time to time, involved in litigation incidental to its business. The Association
believes that the results of ongoing and other pending legal proceedings will not have a material
adverse effect on the financial condition, results of operations, or liquidity of the Association.

LAND CONVEYANCE

On October 7, 2024, South Riding Proprietary, Inc. (the “Association”) entered into a Land Conveyance
Agreement with CH Realty X-JJB MF Virginia Defender, L.L.C. (“JLB”), under which the Association
received 10.41 acres of land (Parcel A-1) and $525,000 in cash during 2024. The agreement also
provided for the annexation of both Parcel A-1 and an adjacent multifamily parcel, Parcel B-2, (retained
by JLB) into the South Riding community.

The Association agreed to construct a 54,000 square-foot Play Field on Parcel A-1 in accordance with
zoning proffers and Loudoun County approvals. The final site plan was approved on September 25,
2024, starting a twelve-month completion period. If completed timely, the Association may receive up to
an additional $500,000; $250,000 upon field completion and $250,000 upon first certificate of
occupancy for the multifamily project. The two requirements were completed by December 31, 2025,
and a $500,000 developer receivable was recorded at December 31, 2025. The Association received
the $500,000 during April 2026.

Annexation terms were formalized in a Supplementary Declaration. While the Land Conveyance
Agreement stipulates that general assessments for Parcel B-2 are limited to the equivalent of one unit
per four constructed residential units, the Supplementary Declaration states that further assessments for
limited common or recreational facilities apply only if elected by the parcel owner. The $500,000 and
$525,000 received in 2025 and 2024, respectively, were recorded as capital contributions to the capital
improvement fund.

14



SUPPLEMENTARY INFORMATION
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON SCHEDULES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2025

The schedules of other income and expenses supporting the Statements of Revenue and Expenses on page 5 are
as follows:

2025
Other Income:
Magazine Advertising $ 61,378
Community Programs 47,111
Late Fee Income 34,500
Miscellaneous Income 27,234
Legal Fee Reimbursement 24,418
Sponsor Income 22,200
Owner Interest Income 4,045
_$ 220,886
Common Area:
Landscape Contract $ 952,432
Street Tree Canopy 161,477
Landscape Enhancement/Trees 144,049
Irrigation Repair 75,087
Pet Waste Stations 29,120
Irrigation Contract 24,444
Pond Management 21,420
Maintenance and Repairs - Common 8,815
Supplies and Materials - Common 8,447
Wildlife Management 3,399
$ 1,428,690
Recreation Facility:
Pool Management Contract $ 603,770
Personnel Salaries and Wages 314,622
Personnel Taxes and Benefits 64,663
Facilities - Electricity 49,122
Pool Maint/Rep/Irrigation 46,598
Facilities - Water 42,179
Insurance 38,451
Facilities Janitorial and Pest Control 26,068
Pool Equipment and Supplies 24,664
Community Bldg Repairs and Maintenance 24,189
Community Bldg Supplies 15,736
Community Bldg Security/Fire 9,990
Facilities - Gas 4,375
Tennis Court Supplies and Maintenance 3,328
Detail Cleaning Bathrooms 2,186
Pool Permits and Fees 880
$ 1,270,821

16
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON SCHEDULES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2025

The schedules of other income and expenses supporting the Statements of Revenue and Expenses on page 5 are
as follows:

2025
Payroll and Related Expenses:
Salaries And Wages $ 532,420
Personnel Allocation - SF 223,638
Personnel Expense - TH 223,638
Payroll Taxes and Benefits 151,104
Payroll Processing Fees 11,325
Workers Comp Insurance 6,919
$ 1,149,044
Roadside:
Electricity - Streets/Other $ 189,448
Electricity - Fountains and Irrigation 29,844
Holiday Lighting 19,348
Fountain Winterize and Repair 5,239
Maintenance and Repairs - Roads 2,515
$ 246,394
Administrative:
IT Support Contract $ 71,413
Telephone Senice 23,589
Software Support-New Vendor 18,251
Printing and Copying 16,157
Office Supplies and Equipment 13,539
Bank Charges and Fees 11,682
Dues and Education 10,324
Web and IT Upgrades 8,432
Postage 9,358
Misc. Administrative 6,225
Marketing 5,784
Professional Consultation 2,415
Licenses, Permits and Fees 740
$ 197,909

17
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON

SCHEDULE OF ACTUAL OPERATING EXPENSES COMPARED TO OPERATING BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2025

The schedule of the year ended December 31, 2025 actual revenues and expenses compared to the year ended December
31, 2025 operating budget is shown below:

2025
2025 BUDGET
ACTUAL (UNAUDITED) VARIANCE
REVENUES
Assessments $ 7847815 $ 7,851,143 $ (3,328)
Celebrate South Riding 162,538 225,000 (62,462)
Interest Income 478,326 361,261 117,065
Disclosure Packets 80,689 65,000 15,689
South Riding Rental Income 57,250 40,000 17,250
Other Income 220,886 176,700 44,186
Prior Year Surplus - 299,800 (299,800)
TOTAL REVENUES 8,847,504 9,018,904 (171,400)
Less: Assessments to Reserves (1,479,700) (1,479,700) -
Less: Interest Income to Reserves (#5,079) - (75,079)
REVENUES AVAILABLE FOR OPERATIONS 7,292,725 7,539,204 (246,479)
EXPENSES
Trash Removal 1,887,403 1,847,758 (39,645)
Common Area 1,428,690 1,468,500 39,810
Recreation Facility 1,270,821 1,295,112 24,291
Payroll and Related Expenses 1,149,044 1,207,612 58,568
Celebrate South Riding 297,410 305,000 7,590
Roadside 246,394 240,500 (5,894)
Administrative 197,909 240,099 42,190
Recreation and Events 186,504 181,500 (5,004)
Management Fees 177,637 166,643 (10,994)
Insurance 144,443 138,655 (5,788)
Magazine 124,148 150,000 25,852
Legal and Audit 109,353 109,000 (353)
Repairs and Maintenance 71,257 101,825 30,568
Depreciation 49,080 - (49,080)
Committee and Board 46,138 55,000 8,862
Snow Removal 20,902 25,000 4,098
Credit Loss - Assessments Receivable 1,199 7,000 5,801
TOTAL EXPENSES 7,408,332 7,539,204 130,872
(DEFICIT) OF REVENUES OVER EXPENSES $§ (115,607) $ - $ (115,607)
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON

SCHEDULE OF ACTUAL OPERATING EXPENSES COMPARED TO OPERATING BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2025

The schedule of year ended December 31, 2025 actual expenses compared to the year ended
December 31, 2025 operating budget is shown below by the following categories:

2025
2025 BUDGET
ACTUAL (UNAUDITED) VARIANCE
General Administrative Expense:
Financial Management $ 177,637 $ 166,643 $ (10,994)
Postage 9,358 15,000 5,642
Printing and Copying 16,157 13,000 (3,157)
Misc. Administrative 6,124 3,499 (2,625)
Audit and Tax Return Preparation 19,000 19,000 -
Professional Consultation 2,415 17,000 14,585
Legal General 10,855 30,000 19,145
Legal Collections 79,498 60,000 (19,498)
Insurance Cowerage 144,443 138,655 (5,788)
Insurance Loss/Deductible - 10,000 10,000
Salaries And Wages 532,420 496,896 (35,524)
Payroll Taxes and Benefits 151,104 191,767 40,663
Workers Comp Insurance 6;919 7,759 840
Payroll Processing Fees 11,325 11,500 175
Mileage Reimbursement 101 100 (1)
Dues and Education 10,324 20,000 9,676
Office Supplies and Equipment 13,539 15,000 1,461
Bank Charges and Fees 11,682 11,000 (682)
Magazine Production 124,148 150,000 25,852
Marketing 5,784 5,000 (784)
Telephone Seniice 23,589 28,000 4,411
Web and IT Upgrades 8,432 6,500 (1,932)
Software Support-New Vendor 18,251 30,000 11,749
IT Support Contract 71,413 74,000 2,587
Licenses, Permits and Fees 740 2,000 1,260
Bad Debt Expense 1,199 7,000 5,801
1,456,457 1,529,319 72,862
Committee and Board Expense:
Community Standards Committee $ 5,016 $ 5,000 $ (16)
Neighborhood Watch Committee 4,070 5,000 930
Elections Committee/Election 13,197 15,000 1,803
General Committee Support 1,577 3,000 1,423
BOD and Volunteer Support 22,278 27,000 4,722
46,138 55,000 8,862
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON

SCHEDULE OF ACTUAL OPERATING EXPENSES COMPARED TO OPERATING BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2025

Continued:

Recreation and Events:

Tennis League

Enrich and Recreation Program
Misc. Event Supplies
Selfies With Santa
Celebrate South Riding

Fall Festival

Summer Concerts

Spring Fling

Mosaic

End Of School Year Parties
Halloween

Star Spangled South Riding
Community Shred

Common Area:

Landscape Contract

Street Tree Canopy

Landscape Enhancement/Trees
Irrigation Repair

Pet Waste Stations

Irrigation Contract

Pond Management

Maintenance and Repairs - Common
Supplies and Materials - Common
Wildlife Management

Roadside:

Electricity - Streets/Other
Electricity - Fountains and Irrigation
Holiday Lighting

Fountain Winterize and Repair
Supplies and Materials - Roads
Maintenance and Repairs - Roads

2025
2025 BUDGET
ACTUAL (UNAUDITED) VARIANCE

$ - $ 2,000 $ 2,000
33,082 20,000 (13,082)

12,094 15,000 2,906
7,122 7,000 (122)
297,410 305,000 7,590
18,301 13,000 (5,301)

15,241 20,000 4,759

413 1,500 1,087

12,277 15,000 2,723

2,873 4,000 1,127

3,868 7,000 3,132
79,843 75,000 (4,843)

1,390 2,000 610
483,914 486,500 2,586

$ 952432 $ 975000 $ 22,568
161477 200,000 38,523
144,049 140,000 (4,049)
75,087 38,000 (37,087)
29,120 29,500 380
24,444 25,000 556
21,420 25,000 3,580

8,815 15,000 6,185

8,447 15,000 6,553

3,399 6,000 2,601
1,428,690 1,468,500 39,810
$ 189,448 $ 185000 $ (4,448)
29,844 40,000 10,156
19,348 5,000 (14,348)

5,239 6,000 761
3,020 3,000 (20)
(505) 1,500 2,005
246,394 240,500 (5,894)
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON

SCHEDULE OF ACTUAL OPERATING EXPENSES COMPARED TO OPERATING BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2025

2025
2025 BUDGET
Continued: ACTUAL (UNAUDITED) VARIANCE
General Expense:
Supplies and Materials - General $ 1,139 $ 5,000 $ 3,861
Hand Tools and Equipment 3,201 4,000 799
Safety & Uniforms 3,305 3,000 (305)
Trash Disposal - General - 500 500
Maintenance Facility - Supplies and Maintenance 4,921 3,000 (1,921)
Maintenance Facility - Repairs and Maintenance 3,478 5,000 1,522
Vehicle and Equipment Insurance 15,619 21,125 5,506
Vehicle Maintenance 18,669 20,000 1,331
Equipment Maintenance 12,579 10,000 (2,579)
Tot Lot/Park Repairs 1,269 5,000 3,731
Consulting Senvices 3,950 10,000 6,050
68,130 86,625 18,495
Recreation Facility Expense:
Pool Management Contract $ 603,770 $ 598,000 $ (5,770)
Personnel Salaries and Wages 3145622 341,200 26,578
Personnel Taxes and Benefits 64,663 78,772 14,109
Facilities - Electricity 49,122 41,000 (8,122)
Pool Maint/Rep/Irrigation 46,598 55,000 8,402
Facilities - Water 42,179 30,000 (12,179)
Insurance 38,451 46,640 8,189
Facilities Janitorial and Pest Control 26,068 25,500 (568)
Pool Equipment and Supplies 24,664 20,000 (4,664)
Community Bldg Repairs and Maintenance 24,189 13,000 (11,189)
Community Bldg Supplies 15,736 20,000 4,264
Community Bldg Security/Fire 9,990 8,000 (1,990)
Facilities - Gas 4,375 6,000 1,625
Tennis Court Supplies and Maintenance 3,128 4,000 872
Tennis Court Repairs and Maintenance 200 5,000 4,800
Detail Cleaning Bathrooms 2,186 2,100 (86)
Pool Permits and Fees 880 900 20
1,270,821 1,295,112 24,291
Single Family Expense:
Personnel Allocation - SF $ 223,638 $ 249,845 $ 26,207
Supplies and Materials - SF - 500 500
Trash Removal - SF 1,001,312 981,803 (19,509)
1,224,950 1,232,148 7,198
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON

SCHEDULE OF ACTUAL OPERATING EXPENSES COMPARED TO OPERATING BUDGET

FOR THE YEAR ENDED DECEMBER 31, 2025

Continued:

Townhome Expense:
Personnel Expense - TH
Supplies and Materials - TH
Maintenance and Repairs - TH
Trash Removal - TH
Snow Removal - TH

Common Drive Expense:
Supplies & Materials - CD
Snow Removal - CD

Sub-Association Trash:
Amberlea Trash Removal
Town Center Trash Removal

Depreciation

TOTAL EXPENSES

2025

2025 BUDGET
ACTUAL (UNAUDITED) VARIANCE
$ 223,638 $ 249,845 $ 26,207
1,905 2,000 95
897 2,500 1,603
701,405 684,954 (16,451)
11,180 10,000 (1,180)
939,025 949,299 10,274
$ 325 $ 700 $ 375
9,722 15,000 5,278
10,047 15,700 5,653
$ 177,134 $ 172,980 (4,154)
7,552 7,521 31
184,686 180,501 (4,185)
$ 49,080 $ - $ (49,080)
$ 7,408,332 $ 7,539,204 $ 130,872
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SOUTH RIDING PROPRIETARY, INC.

SUPPLEMENTARY INFORMATION ON FUTURE MAJOR REPAIRS AND REPLACEMENTS (UNAUDITED)

DECEMBER 31, 2025

The Board of Directors has reviewed, approved and adopted the common property replacement analysis into thei
annual budget. Replacement costs are determined by methods used by an architect firm specializing in such
activities. A study was performed during 2024 by Reserve Advisors. Replacement costs were based on the
estimated costs to repair and replace the common property components at the date of the study. Estimated
current replacement costs have not been revised since that date and take into account the effects of inflation
between the date of the study and the date that the components will require repair or replacement.

The following information is based on the 2024 study and presents significant information about the components
of common property.

2024 2024
Estimated Estimated
Remaining Current
Useful Replacement
Components Lives (Yrs.) Costs
Common:
Asphalt Pavement 1-19 $ 674,284
Concrete Sidewalks 0-30 21,620,000
Fences 0-13 95,980
Fishing Pier 10-15 76,500
Irrigation System 1-14 337,400
Landscape, Street Trees and Enhancements - 93,000
Playground Equipment and Other Park Elements 1-17 1,997,200
Ponds 1-30 3,114,800
Signage 12-28 553,000
Sport Courts 0-40 754,600
Other Property Site Elements 0-14 183,855
Maintenance Building Elements 7-22 154,040
Maintenance Equipment 1-17 640,500
30,295,159
Recreation:
Hyland Hills Recreation Area (Pool House and Pool Elements) 1-34 3,038,082
Meadows Recreation Area (Pool House and Pool Elements) 1-37 2,168,647
South Riding Center Recreation Area
Community Building Exterior, Interior and Senices Elements 1-24 728,375
Pool Elements 1-40 1,188,970
Town Hall Recreation Area
Community Building Exterior, Interior and Senices Elements 0-24 573,785
Pool Elements 0-32 1,122,337
8,820,196
Townhomes (Asphalt, Sidewalks and Other) 0-39 17,329,510
Single Family Homes (Asphalt and Other) 0-38 6,175,760
$ 62,620,625
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