Unappropriated Total
Replacement Members' Members'

Reserves ____ Equity Equity = .
$ 2,275,457 $ 1,060,073 $ 5,148,742

350,000 - 350,000
763,655 - 763,655
- - 808,267 -
68,297 - 68,297
355,149 - 355,149
-. ~ (62,255)
(194,444) - (194,444)
(141,687) . - (141,667)
(67,946) ' - (67,946)
(950,075) - (950,075)
(147,747) - (147,747)
(10,425) - (10,425)
(583) - (583)
- - (2,437,964)
- (516,001) (516,001)
$ 2,299,671  § 544,072 $ 2,965,003
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATED STATEMENT OF MEMBERS' EQUITY
For the years ended December 31, 2006 and 2005 (Restated)

Moratorium
Lot
Fund

Contributions .
in Aid of
Construction

Balance as of December 31, 2005 (Restated) B - 121,260

Additions:
Capitalization fees : (59,860)
Additional credits identified K 75,259
Gain on sale of lots ) -
Connection fees -
Special assessments-roads -
Assumed by Aqua Lake Holiday Utilities, Inc. (136,659)
Inter-equity transfers -

Deductions:
Dam : -
Roads -
Bus stop and mail station replacement -
Camera system -
Club house bathrooms -
Offset against impairment loss -
Net loss -

526,856

-

Balance as of December 31, 2006 $ -

See Independent Auditor's Report.
The accompanying Notes are an integral part of the Financial Statements.
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Unappropriated Total
Replacement Members' Members'
Reserves Equity Equity
$ 2,299,671 $ 544,072 $ 2,965,003
193,000 - 59,860 193,000
- (75,259) -
54,092 - - 54,092
- (526,856) -
463,601 - 463,601
- 136,659 -
(1,569,209) 1,569,209 -
(24,289). - (24,289)
(698,915) - (698,915)
(3,335) - (3,385)
(424) - (424)
(1,274) - (1,274)
- 526,856 -
- (365,505) (365,505)
$ 712,868 $ 1,869,036 $ 2,581,904
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS 2005
for the years ended December 31, 2006 (Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
NET LOSS $ (365,505) $ (516,001)

ADJUSTMENTS TO RECONCILE NET LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES

Depreciation 38,604 150,915
Impairment loss write-down (35,188) 399,851
(Increase) Decrease in Assessments receivable (174,554) (132,250)
(Increase) Decrease in Accounts receivable - net - (12,836)
(Increase) Decrease in Accounts receivable - other (41,752) 1,115
(Increase) Decrease in prepaid expenses 5,551 1,671
(Increase) Decrease in Deferred tax asset - (289,367)
Increase (Decrease) in Accounts payable 18,359 (317,759)
Increase (Decrease) in Income taxes - 289,367
Increase (Decrease) in Penalties and interest 20,687 47,940
Increase (Decrease) in Prepaid assessments (21,354) 90,946
Increase (Decrease) in Conformance and

damage bonds payable (39,550) 61,550

NET CASH FLOWS USED BY OPERATING ACTIVITIES $ (594,702) $ (224,858)

CASH FLOWS PROVIDED (USED) BY

INVESTING ACTIVITIES
Received from Assessments (Reserves) $ 656,601 $ 773,446
Received from Connection fees 526,856 808,267
Proceeds from Sale of lots 57,260 861,906
Disbursed for Reserve expenditures (728,287) (1,512,891)
Disbursed for Purchase of fixed assets ‘ (927,044) (1,976,248)
NET CASH FLOWS USED BY INVESTING ACTIVITIES $ (414,614) $ (1,045,520)

-Continued-

See Independent Auditor's Report.

The accompanying Notes are an integral part of the Financial Statements.
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS 2005
for the years ended December 31, 2006 (Restated)

CASH PROVIDED BY FINANCING ACTIVITIES

Proceeds from line of credit $ 350,179 $ -
NET DECREASE IN CASH AND CASH EQUIVALENTS $ (659,137) $ (1,270,378)
CASH AND CASH EQUIVALENTS, beginning of year 869,048 2,139,426
CASH AND CASH EQUIVALENTS, end of year $ 209,911 $ 869,048
SCHEDULE OF NONCASH INVESTING TRANSACTIONS
Sale of operating assets $ 2008301 3 -
Less unpaid at year end (2,008,301) -
Net ‘ $ . $ -
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION
Interest paid $ 5436 $ -
Income taxes paid $ - $ -

See Independent Auditor's Report.

The accompanying Notes are an integral part of the Financial Statements.
KOSITZKA, WICKS AND COMPANY

A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
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LAKE HOLIDAY COUNTRY CLUB, INC.
Supplementary Information on Future Major Repairs and Replacements

December 31, 2006
(UNAUDITED)

The summary on page 21 does not include the following proposed projects:

e Renovations to the existing Clubhouse stated in December 2006 at an estimated cost of
$1,600,000.

e LHCC is responsible for a dam that creates the 240 acre lake at the center of the community.
Subsequent to the construction of the dam, the Commonwealth of Virginia has adopted more
stringent safety requirements. It is estimated that modifications to bring the dam up to
current Virginia safety requirements could cost $4,000,000 to $6,000,000. The Board of
Directors feels that funding requirements of this magnitude will have to come from sources
other than the reserve account.

e Proposed construction of a new office building and recommended relocation of the
maintenance site at an estimated cost of $500,000.

See Independent Auditor’s Report on Additional Information.
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING BALANCE SHEETS

December 31, 2006
Lake Holiday
Country Club, Inc.
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 194,315
Assessments receivable 429,827
Accounts receivable, net -
Accounts receivable, other 53,771
Due from Aqua Lake Holiday Utilities, Inc. -
Current maturities of notes receivable 1,163,589
Prepaid expenses , 13,661
TOTAL CURRENT ASSETS ‘ $ 1,855,163
PROPERTY AND EQUIPMENT
Equipment, net $ 136,594
OTHER ASSETS '
Lots held for resale . $ 624,344
Investment in Lake Holiday Estates Utility Company 150,082
Due from Aqua Lake Holiday Utilities, Inc. -
Notes receivable (less current maturities) 705,223
TOTAL OTHER ASSETS _ $ 1,479,649 -
TOTAL ASSETS $ 3,471,406

See Independent's Auditor's Report on Additional Information.
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Lake Holiday Eliminating

Estates Utility Inter-Company
Company Balances Total

$ 15,596 $ - $ 209,911
: - - 429,827
49,545 - 49,545

15,545 . (69,316) -
1,214,088 - 1,214,088

- (1,163,589) -
2,050 - 15,711

§ 1,296,824  $ (1,232,905 § 1,919,082

$ : $ ; $ 136,594
$ - $ - $ 624,344
] (150,082) -
794,213 ; 794,213
- (705,223) -
$ 794213 § (855,305)  § 1,418,557
$ 2,091,037 $ _ (2,088210) $ 3,474,233 &

KOSITZKA, WICKS AND COMPANY
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING BALANCE SHEETS
December 31, 2006

Lake Holiday

Country Club, Inc.

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts Payable and accrued expenses $ 177,724
Line of credit 350,179
Penalties and interest payable, current 131,555
Prepaid assessments 76,044
Conformance and damage bonds payable 154,000
Accrued interest payable -
Current maturities of long-term debt -
TOTAL CURRENT LIABILITIES $ 889,502
LONG-TERM LIABILITIES
Long-term debt (less current maturities) -
TOTAL LIABILITIES $ 889,502
MEMBERS' EQUITY
Replacement reserves $ 712,868
Lake Holiday Country Club contributions -
Class A common stock, par value $10 -
(100 shares issued and outstanding, 20,000 shares authorized) -
Class B common stock, par value $10 -
(32,683 shares issued and outstanding, 100,000 authorized) -
Paid in capital -
Unappropriated members' equity 1,869,036
Accumulated net revenue -
TOTAL MEMBERS' EQUITY $ 2,581,904
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 3,471,406

See Independent's Auditor's Report on Additional Information.
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Lake Holiday Eliminating
Estates Utility Inter-Company
Company Balances Total
$ 14,334 $ (22,611) $ 169,447
- - 350,179
- - 131,555
11,104 - 87,148
- - 154,000
46,710 (46,710) -
1,163,589 (1,163,589) -
$ 1,235,737 $ (1,232,910) $ 892,329
705,223 (705,223) -
$ 1,940,960 $ (1,938,133) $ 892,329
$ - $ - $ 712,868
1,510,647 (1,510,647) -
1,000 (1,000) -
326,830 (326,830) -
372,700 (372,700) -
- - 1,869,036
(2,061,100) 2,061,100 -
$ 150,077 $ (150,077) $ 2,581,904

$ . 2,091,037

$  (2,088210)

$ 3,474,233

’«#"
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING STATEMENT OF INCOME
for the year ended December 31, 2006

Lake Holiday
Country Club, Inc.
REVENUE ,
Member dues $ 1,296,071
Special assessment 463,601
Trash fees 63,509
Capitalization fees 193,000
Boat slip and registration fees ~ 67,868
Interest 65,560
Resale certificates 13,202
Late fees 34,263
Gain on sale of lots 54,092
Other 65,87t
TOTAL REVENUE . . : . $ - 2,317,033 .
OPERATING EXPENSES o
Administrative $ 35,423
Annual meeting/elections 2,906
Bad debt 27,238
Dam mapping and recertification 4,825
Depreciation 38,604
Guard service 129,324
Insurance - 61,885
Interest 5,436
Legal and audit 321,651
Financial management 53,084
Payroll and related 430,284
Penalties and interest 20,688
Postage, printing, office supplies 77,008
Professional fees 18,416
Property and real estate taxes : 25,435
Property repairs and maintenance 53,735
Property supplies 14,364
Road repairs 9,376
Signs 2,651
Trash removal 74,879
Utilities 28,633
Vehicle repairs ‘ 31,755
Visitor passes and active tags 2,753
TOTAL OPERATING EXPENSES $ 1,470,348

-Continued-
See Independent's Auditor's Report on Additional Information.
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Lake Holiday
Estates Utility

Company

Eliminating

Inter-Company

Balances

Total

1,296,071
463,601
63,509
193,000
67,868
65,560
13,202
34,261
54,092
65,871

2,317,035

35,423
2,906
27,238
4,823
38,604
129,324
61,885
5,436
321,651
53,084
430,281
20,688

77,008 %

18,416
25,435
53,735
14,364

9,376

2,651
74,879
28,633
31,755

2,753

1,470,348

KOSITZKA, WICKS AND COMPANY
A PROFESSIONAL CORPORATION
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING STATEMENT OF INCOME
for the year ended December 31, 2006

- Lake Holiday
Country Club, Inc.

INCOME FROM CONTINUING OPERATIONS

BEFORE CONTRIBUTION TO RESERVES $ 846,687
Contribution to reserves _ ‘ - (710,692) .
INCOME FROM CONTINUING OKERATIONS ) $ | 135,995

LOSS FROM OPERATION OF DISCONTINUED UTILITY OPERATIONS

Operating Revenues ' $ ‘ -

Expenses
Administrative . . $ -
Water plant ‘ -
Sewer plant e -
Taxes and licenses E -
Equity in Lake Holiday Estates Utility Company earnings o _ 501,500

Total expenses , $ 501,500 .

-

LOSS FROM DISCONTINUED UTILITY OPERATIONS $ (.501,500)

Impairment adjustment on sale of operations _ ' o - -

NET LOSS N $ (365,505)

See Independent's Auditor's Report on Additional Information.
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Lake Holiday nating
Estates Utility Inter-Company’

Company Balances . Total

846,687

_ | e T (710,692)

] $ o s 135995

720,708 $ e 8 720,708

645,465 $ [REE RPN | 645,465
203,364 - e 203,364
379,967 - 379,967
28,600 R R 28,600

- (501,500) +c i - -

1,257,396 $ (501,500) § 1,257,396
(536,688) 8 501,500 § * (536,688)

35,188 - 35188

(501,500) $ 501,500 b (365,505)

KOSITZKA, WICKS AND COMPANY
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING STATEMENT OF CASH FLOWS
for the year ended December 31, 2006

Lake Holiday
Country Club, Inc.

RECONCILIATION OF NET LOSS TO NET
CASH PROVIDED (USED) BY OPERATIONS

NET LOSS - ‘ $ '(365,505)

ADJUSTMENT TO RECONCILE JET LOSS TO NET
CASH PROVIDED (USED) BYYOPERATING ACTIVITIES

Depreciation 38,604
Impairment loss write-down ‘ -
Investment in Lake Holiday Estates Utility Company (Net Loss) 501,500
(Increase) Decrease in Assessments receivable - (152,266)
(Increase) Decrease in Accounts receivable - other ‘ (29,300)
‘(Increase) Decrease in Prepaid expenses . (5,857)
Increase (Decrease) in Accounts payable - (21,155)
Increase (Decrease) in Penalties and interest N 20,687
Increase (Decrease) in Prepaid assessments | (13,668)
Increase (Decrease) in Conformance and damage bonds payable (39,550)
Net Cash Flows From Operating Activities - $ (66,510)
CASH PROVIDED (USED) BY INVESTING ACTIVITIES
Received from Assessments (Reserves) $ 656,601
Received from Connection fees . -
Proceeds from Sale of lots 57,260
Contributions to Lake Holiday Estates Utility Company oo (316,808)
Disbursed for Reserve expenditures , (728,287)
Disbursed for Purchase of fixed assets 2 ' (64,133)
Net Cash Flows from Investing Activities . R | (395,367)
-Continued-

See Independent's Auditor's Report on Additional Information.
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Lake Holiday

Eliminating
Estates Utility Inter-company
Company - Balances Total

$ (501,500) $ 501,500 (365,505)
- - 38,604

(35,188) - (35,188)

- (501,500) SRR

(22,288) - (174,554)

- (12,452) (41,752)

11,408 -~ - 5,551

27,062 12,452 18,359

- - - 20,687

(7,686) - - (21,354)

- - ~ (39,550)

-3 (528,192) $ - (594,702)
$ - $ - 656,601
526,856 - 526,856

- - 57,260

- 316,808 v
- - (728,287) .

(862,911) - (927,044)

$ (336,055) $ - 316,808

' (414,614)

KOSITZKA, WICKS AND COMPANY
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LAKE HOLIDAY COUNTRY CLUB, INC.

CONSOLIDATING STATEMENT OF CASH FLOWS
for the year ended December 31, 2006

' Lake Holiday
Country Club, Inc..

CASH PROVIDED (USED) BY FINANCING ACTIVITIES

Proceeds from line of credit $ 350,179

Contributions from LHCC : -

Loans to Lake Holiday Estates Utility Company _ (450,000)

Net Cash Flows From Financingfctivities $ '@9,8211

Net Decrease in Cash and Cash Equivalents $ (561,698)

Cash and Cash Equivalents at Beginning of Year ' $ 756,013

Cash and Cash Equivalents at End of Year $ 194,315
SCHEDULE OF NONCASH INVESTING TRANSACTIONS

Sale of operating assets - 8 -

Less unpaid at year end - -

Net ~ ) s __ -
SUPPLEMENTAL DISCLOSURES OF CASH FLOW

INFORMATION

Interest paid 5 $ 5,436

Income taxes paid - . 8 -

See Independent's Auditor's Report on Additional Information.
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Lake Holiday Eliminating

‘Estates Utility. - Inter-company
.(Company Balances Total
o
$ - $ - $ 350,179
316,808 - (316,808) -
450,000 - -
$ 766,808 $ (316,808) § 350,179
$ (97,439 $ - $ (659,139
$ 113,035 $ - $ 869,048 -
$ 15,596 $ - $ 209,911
§ 2008301 § - $  2,008301
.. (2,008,301) - (2,008,301)
s - $ - $ -
$= - $ = $ 5’436 .
AT S -
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