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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Board of Directors, 
Ocean Beach and Bay Club: 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of Ocean Beach and Bay Club, which comprise the 
statements of financial position as of December 31, 2017 and 2016 and the related statements of activities and 
changes in net assets, and cash flows for the years then ended, and the related notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes 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. 
 
Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements 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 the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of Ocean Beach and Bay Club as of December 31, 2017 and 2016 and the results of its operations, changes in its 
net assets and its cash flows for the years then ended in accordance with accounting principles generally accepted 
in the United States of America. 
  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Other Matter 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The 
accompanying supplementary information on page 10 is presented for purposes of additional analysis and is not a 
required part of the 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 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. 
 

 
Red Bank, New Jersey 
July 20, 2018 
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2017 2016
Assets

Current assets
Cash 311,259$          185,151$          
Accounts receivable 33,560              31,770              
Prepaid expenses 8,875                8,875                

Total current assets 353,694            225,796            

Property and equipment, net 334,614            352,998            

Other assets 135                   135                   

688,443$          578,929$          

Liabilities and Net Assets

Current liabilities
Accounts payable 9,198$              12,123$            
Payroll taxes payable 1,578                333                   

Total current liabilities 10,776              12,456              

Deferred income 12,712              13,490              

Total liabilities 23,488              25,946              

Unrestricted net assets 664,955            552,983            

688,443$          578,929$          
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2017 2016
Unrestricted Net Assets
Support and Revenue

Assessments 518,162$          533,870$          
Badges and decal income 166,046            174,453            
Building permits 15,170              6,223                
Dues 20,360              19,700              
Initiation fees 25,000              16,000              
Assessments - beach lease 10,180              9,850                
Boat basin rental fees 1,620                4,300                
Merchandise revenue 14,032              9,691                
Interest income 3,817                343                   
Miscellaneous income 15,711 12,522              
Sublease rent 778                   778                   

Vendor contributions and outside services 8,600                5,236                

Total support and revenue 799,476            792,966            

General and administrative expenses 687,504            738,052            

Changes in unrestricted net assets 111,972            54,914              

Unrestricted net assets, beginning of year 552,983            498,069            

Unrestricted net assets, end of year 664,955$          552,983$          
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2017 2016
Cash flows from operating activities

Changes in net assets 111,972$          54,914$            
Adjustments to reconcile changes in net assets to net
 cash provided by operating activities:

Depreciation 45,826 49,944
Gain on sale of property and equipment (1,816)               
Changes in operating assets and liabilities:
   Accounts receivable (1,790)               (5,477)               

Due from insurance -                    18,925              
Prepaid expenses -                    (245)                  

   Accounts payable (2,925)               (23,109)             
   Accrued expenses -                    (17,047)             
   Payroll taxes payable 1,245                (669)                  
   Deferred revenue (778)                  (778)                  

Net cash provided by operating activities 151,734            76,458              

Cash flows from investing activities
Proceeds from sale of property and quipment 2,500                

Purchases of property and equipment (28,126)             -                    

Net cash used by investing activities (25,626)             -                    

Net change in cash 126,108            76,458              

Cash, beginning of year 185,151            108,693            

Cash, end of year 311,259$          185,151$          

Supplemental disclosure of cash flow information
Cash paid during the year for:

Interest -$                  203$                 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Organization 
Ocean Beach and Bay Club (the “Club”) is located in Toms River, New Jersey. The Club was 
incorporated in the State of New Jersey on September 21, 1951 to promote and protect the general 
welfare and property rights of the property owner members in their use and enjoyment of their property at 
the Club. The Club principally receives revenues from member assessments, badge sales and activity 
fees. 
 
Basis of Presentation 
The Club presents its financial statements on the accrual basis of accounting in accordance with 
Accounting Principles Generally Accepted in the United States of America. Accordingly, the Club reports 
information regarding its financial position and activities according to the three classes of net assets. Net 
assets of the Club and changes therein are classified and reported as follows: 
 

Unrestricted Net Assets - Net assets that are not subject to a donor-imposed stipulation.  These 
assets may, however, be subject to Board designation. 
 
Temporarily Restricted Net Assets - Net assets subject to a donor-imposed stipulation that will be 
met either by the completion of a stipulated action and/or the passage of time. 
 
Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that are 
maintained permanently by the Organization.  Generally, the donors of these assets permit the 
Club to use all or part of the income earned on related investments for general or specific 
purposes. 

 
The Club had no permanently or temporarily restricted net assets as of December 31, 2017 and 2016. 
 
Revenue Recognition 
Contributions are recognized as revenue at their fair value when received.  All contributions are 
considered available for unrestricted use unless specifically restricted by the donor or subject to other 
legal restrictions. Program revenue is recognized in the period in which the supported work is completed. 
Member assessments, badge sales and activity fees are recognized as revenue in the period in which it is 
earned.  Rental income is recognized in the period in which it is earned. Revenue and expenses related 
to the sale of Club merchandise is reported net of discounts and taxes. 

 
Cash and Cash Equivalents 
Cash and cash equivalents consist of highly liquid investments with original maturities of three months or 
less, cash on hand, and cash maintained in a bank deposit account.  At times, this account may exceed 
federally insured limits; however, the Club has not experienced any losses in such accounts.  The Club 
believes it is not exposed to any significant credit risk on cash and cash equivalents.  As of December 31, 
2017 and 2016, the Club had no cash equivalents.  
 
Property and Equipment 
The Club capitalizes all property and equipment expenditures with a cost of $1,000 or more and having 
estimated useful lives of more than one year. Property and equipment are recorded at cost or, for 
donated items, at fair value as of the date received. Expenditures for major additions and improvements 
are capitalized and minor replacements, maintenance and repairs are charged to expense when incurred. 
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Depreciation 
Depreciation is computed using the straight-line method for financial reporting purposes based on useful 
lives between five and twenty years. When assets are retired or otherwise disposed of, the property 
accounts are relieved of cost and accumulated depreciation, and any resulting gains or losses are 
credited or charged to income. 
 
Reclassifications 
Certain reclassifications have been made to the 2016 financial statement presentation to correspond to 
the current year’s format.  Such reclassifications had no effect on the net assets of the Club. 
 
Income Taxes 
The Club is exempt from federal income taxes under Section 501(c)(7) of the Internal Revenue Code. 
The Club may be subject to federal income taxes on gross income from an unrelated trade or business in 
excess of $1,000.  
 
As a result of audits by the Internal Revenue Service, the government continues to recognize the Club as 
exempt from federal income tax on its exempt function income. However, the Internal Revenue Service 
has determined that income from rentals, vending machines and badge sales is considered income from 
an unrelated trade or business activity and is subject to taxation pursuant to Section 511 of the Internal 
Revenue Code. There were no federal income taxes on the unrelated income after allowance for related 
expenses for the years ended December 31, 2017 and 2016. 
 
The Club has adopted the accounting standard relating to accounting for uncertainty in income taxes.  
The standard clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s 
financial statements and prescribes a recognition threshold and measurement process for financial 
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. 
The standard also provides guidance on de-recognition, classification, interest and penalties, accounting 
in interim periods, disclosure and transition.  Management has evaluated and concluded that there are no 
significant uncertain tax positions requiring recognition in the financial statements.  Further, there were no 
income tax interest or penalties in 2017 or 2016. 
 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets, liabilities, net assets and changes therein, and disclosures of contingent 
assets and liabilities, if any. Actual results could differ from those estimates. 

 
2. ACCOUNTS RECEIVABLE 

Accounts receivable consisted of delinquent dues from current and prior club members. The Club 
considers all account receivable to be collectible; therefore, no allowance for doubtful accounts have 
been included in the financial statements. 
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3. PROPERTY AND EQUIPMENT 

Property and equipment are summarized by major classifications as follows: 
 

2017 2016

Bulkheading and moorings 437,759$      437,759$      
Roadways 99,196 215,651
Autos and trucks 180,545        145,934        
Club house and fixtures 16,848          86,580          
Playground equipment 49,748          49,748          
Beach equipment and fixtures 76,795          124,295        
Land 28,270          28,270          
Sub surface drainage -                27,345          
Building improvements 90,701          23,554          
Machinery and equipment -                20,036          
Boats 22,076 13,365
General equipment 14,836          19,847          

1,016,774     1,192,384     
Less: accumulated depreciation (682,160)       (839,386)       

Property and equipment, net 334,614$      352,998$       
 
Depreciation expense was $45,826 and $49,944 for the years ended December 31, 2017 and 2016, 
respectively. 

 

4. DEFERRED INCOME 

In May 2004, the Club leased property to two tenants adjacent to their property for $13,268 and $10,000 
each, respectively. These are thirty year leases, with the money paid up front. Income is being recorded 
evenly on a 30 year straight line basis for the life of the leases. 

 
5. LEASE OBLIGATIONS 

The Club is committed under the following lease agreement: 
 

Property Leased Term Yearly Amount
Security or 
Collateral

Beaches Ninety-nine years through 
February 9, 2051

$10.00 per lot None

 
 
Lease expense for both years ended December 31, 2017 and 2016 was $9,780.  
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The following is a schedule of the minimum future lease payments as of December 31: 
 

2018 $ 9,780 
2019  9,780 
2020  9,780 
2021  9,780 
2022  9,780 
 Thereafter  293,400 
  $ 342,300 

 
6. LITIGATION, CLAIMS, COMMITMENTS AND CONTINGENCIES 

In the ordinary conduct of its business, the Club may be a party to litigation.  At December 31, 2017, in 
the opinion of management based upon consultation with legal counsel, there were no matters pending or 
threatened which would have a material adverse effect on the financial position of the Club. 
 

7. SUBSEQUENT EVENTS 

Management has evaluated events occurring after December 31, 2017 through the date of July 20, 2018, 
which is the date on which the financial statements were available to be issued. Based on this evaluation, 
the Club has determined that no subsequent events have occurred which require disclosure in the 
financial statements.
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2017 2016

Salaries - lifeguards 112,599$          125,316$          
Professional fees 90,563 67,835
Insurance 77,426 71,842
Salaries - beach patrol 40,959 69,044
Salaries - office 38,388 53,072
Salaries - maintenance 49,166 45,784
Salaries - police 32,784 48,630
Depreciation 45,826 49,944
Repair and maintenance - roads, drains, and lagoon 32,151              18,294              
Taxes - payroll, sales and other 33,216 46,311
Stationery, printing and office expenses 8,611 13,396
Utilities and trash 17,026 15,840
Lifeguard expenses 10,886 11,462
Beach lease expense 9,780                9,780                
Repair and maintenance - trucks 11,659 7,879
Repair and maintenance - clubhouse 6,672 11,374
Repair and maintenance - general 11,270 9,605
Badges 9,975                9,611                
Merchandise expense 13,145 10,706
Miscellaneous 7,945 8,833
Salaries - club house 6,898 5,451
Fuel expense 6,705 5,439

Police uniforms and supplies 2,512 4,830
Club house expense and supplies 1,081 889
Repair and maintenance - beach 7,343 14,587
Bank service charges 176                   605                   
Interest -                    203                   
Computer expenses 2,742                1,490                

687,504$          738,052$          

 


