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AUDIT TAX ADVISORY

Independent Auditors’ Report

To the Board of Directors and Members
Canada House Beach Club

Condominium Association, Inc.
Pompano Beach, Florida

We have audited the accompanying financial statements of Canada House Beach Club Condominium
Association, Inc. (the “Association”), which comprise the balance sheet as of December 31, 2015, and the
related statements of revenue, expenses, and changes in fund balance (deficit), and cash flows for the year
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 audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit 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 auditors consider internal control relevant to the Association’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 Association’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.

WithumSmith+Brown, PC 1417 East Concord Street, Orlando, Florida 32803-5409 T (407) 849 1569 F (407) 849 1119 withum.com
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AUDIT TAX ADVISORY
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Canada House Beach Club Condominium Association, Inc. as of December 31,
2015, 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.

Other Matter — Future Major Repairs and Replacements

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. We have not applied procedures to determine whether the funds designated for future major
repairs and replacements as discussed in Note 6 are adequate to meet such future costs because that
determination is outside the scope of our audit. Our opinion is not modified with respect to that matter.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of revenue and expenses — operating fund on page 12 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of the
Association’s management and, except for the portion marked “unaudited,” was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information, except for that portion marked “unaudited,” 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, except for that portion marked “unaudited,” 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 schedule of
future major repairs and replacements on page 13 be presented to supplement the basic financial
statements. Such information, although not a 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 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 assurance.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Balance Sheet
December 31, 2015

Operating Replacement
Assets Fund Fund Total
Cash and Cash Equivalents $ 752915 $ 306,214  $ 1,059,129
Restricted Cash 918 - 918
Assessments Receivable, net of allowance for
doubtful accounts of $520,760 116,027 - 116,027
Prepaid Expenses 81,338 - 81,338
Due From (To) Other Fund 34,092 (34,092) -
Total assets $ 985290 $ 272,122 % 1,257,412
Liabilities and Fund Balance (Deficit)
Liabilities:
Accounts payable and accrued expenses 3 17681 $ 48258 % 65,939
Prepaid assessments 849,276 - 849,276
Notes payable 26,232 248,358 274,590
Due to management company 17,408 - 17,408
Due to affiliate 38,057 - 38,057
Total liabilities 948,654 296,616 1,245,270
Fund Balance (Deficit) 36,636 (24,494) 12,142
Total liabilities and fund balance (deficit) $ 985,290 $ 272,122  $ 1,257,412

See accompanying notes.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Statement of Revenue, Expenses, and Changes in Fund Balance (Deficit)
Year Ended December 31, 2015

Operating Replacement
Fund Fund Total
Revenue:
Member assessments $ 1,107,738  $ 385,793 % 1,493,531
Late fees 22,496 - 22,496
Interest income - 484 484
Other income 254,024 - 254,024
1,384,258 386,277 1,770,535
Expenses:
Salaries and payroll taxes 422,952 - 422,952
Insurance 161,759 - 161,759
Utilities 125,575 - 125,575
Management fees 114,000 - 114,000
Repairs and maintenance 99,234 - 99,234
Bad debt expense 264,394 - 264,394
General and administrative 51,036 - 51,036
Accounting and audit 12,870 - 12,870
Taxes, licenses, and fees 7,374 - 7,374
Legal and collection costs 56,065 - 56,065
Association-owned interval expense 58,171 - 58,171
Replacement expenditures - 551,005 551,005
1,373,430 551,005 1,924,435
Excess (Deficiency) of Revenue Over Expenses 10,828 (164,728) (153,900)
Fund Balance, beginning of year 25,808 140,234 166,042
Fund Balance (Deficit), end of year $ 36,636 % (24,494) $ 12,142

See accompanying notes.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Statement of Cash Flows
Year Ended December 31, 2015

Operating Replacement
Fund Fund Total
Cash Flows From Operating Activities:
Excess (deficiency) of revenue over expenses $ 10,828 3 (164,728) $ (153,900)
Adjustments to reconcile excess (deficiency)
of revenue over expenses to net cash
provided by (used in) operating activities:
Bad debt expense 264,394 - 264,394
Changes in:
Assessments receivable (224,904) - (224,904)
Prepaid expenses (2,011) - (2,011)
Accounts payable and accrued expenses 5,356 48,258 53,614
Prepaid assessments (36,887) - (36,887)
Due to or from management company 967 - 967
Due to or from affiliate 41,783 - 41,783
Net cash provided by (used in)
operating activities 59,526 (116,470) (56,944)
Cash Flows From Financing Activities:
Interfund borrowings 24,727 (24,727) -
Borrowings on note payable - 264,400 264,400
Repayments of notes payable (5,563) (16,042) (21,605)
Net cash provided by financing activities 19,164 223,631 242,795
Increase in Cash and Cash Equivalents 78,690 107,161 185,851
Cash and Cash Equivalents, beginning of year 674,225 199,053 873,278
Cash and Cash Equivalents, end of year $ 752,915 $ 306,214  $ 1,059,129
Supplemental Cash Flow Information:
Cash paid for interest $ - $ 5994  $ 5,994
Cash paid for income taxes $ - $ - $ -

See accompanying notes.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Notes to Financial Statements
December 31, 2015

1. Summary of Significant Accounting Policies:
Nature of Organization

Canada House Beach Club Condominium Association, Inc. (the “Association™) was incorporated under the laws of
the state of Florida in 1980 as a not-for-profit corporation for the purpose of managing, operating, and maintaining
the timeshare condominium located in Broward County, Florida. Operations of the Association began in 1980 under
the administration of the original developer. By statutory conversion in 1991, Shoreline Resorts, Inc. (the
“Developer”) became the successor developer. At December 31, 2015, the Association consists of 57 apartment units
with a total of 2,907 weekly intervals of which the Developer owned 122 weekly intervals and the Association owned
220 weekly intervals.

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
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.

Basis of Presentation

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. Financial resources are classified for accounting and reporting purposes in the following
funds established according to their nature and purpose:

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.

Cash and Cash Equivalents

The Association considers all highly liquid investment instruments purchased with an original maturity of three
months or less to be cash equivalents. The fair market value of these instruments approximates their recorded value.

Restricted Cash

Restricted cash consists of funds held in escrow for real estate taxes.

Assessments Receivable and Allowance for Doubtful Accounts

Assessments receivable represents amounts due from weekly interval owners for annual maintenance and taxes. The

budgeted amount of the annual assessment for the replacement fund is funded from annual cash receipts. All
assessments receivable are presented in the operating fund.



CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Notes to Financial Statements — Continued
December 31, 2015

1.  Summary of Significant Accounting Policies — Continued:
Assessments Receivable and Allowance for Doubtful Accounts — Continued

The Association provides for estimated future losses to be incurred due to uncollectible assessments at amounts
deemed to be sufficient to sustain any material losses that may result from unpaid accounts. Receivables are
considered delinquent when they are 30 days past due. A portion of receivables which are considered delinquent is
charged against the allowance when all collection efforts have been exhausted. Factors which influence
management’s judgment in determining the appropriate allowance for doubtful accounts, and for charging off
uncollectible accounts, include past collection experience and industry standards. For the year ended December 31,
2015, bad debt expense was $264,394.

Inventory of Timeshare Intervals

Inventory of timeshare intervals consisting of weekly intervals is valued at the lesser of cost or fair market value.
These weekly intervals have been acquired by the Association through foreclosure proceedings related to unpaid
assessments. As the inventory has no net realizable value, no value has been recorded at December 31, 2015.

Property and Equipment

Common property acquired from the Developer and others and related improvements to such property are not
recognized in the Association’s financial statements. Those properties are owned by the weekly interval owners in
common and not by the Association. Replacements, major repairs, and the purchase of additional commonly owned
assets are accounted for as expenditures in the replacement fund.

Prepaid Assessments

Prepaid assessments consist of 2016 and future maintenance and tax assessments received by the Association in
2015.

Income Taxes

For the year ended December 31, 2015, the Association elected to be taxed as a regular corporation. Membership
income is exempt from taxation if certain elections are made. Consequently, the Association is taxed only on its
nonmembership income, such as interest earnings, at regular federal and state corporation tax rates. When applicable,
interest and penalties will be reported as interest expense and general and administrative expenses, respectively.

Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board issued ASU 2014-09 (Revenue From Contracts With
Customers (Topic 606)), which requires an entity to recognize revenue from the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. The guidance addresses, in particular, contracts with more than one
performance obligation, as well as the accounting for some costs to obtain or fulfill a contract with a customer; and
provides for additional disclosures with respect to revenues and cash flows arising from contracts with customers.
With respect to non-public entities, this update is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2018, and early adoption is not permitted. The effect of this guidance on the financial
statements of the Association has not been determined.



CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Notes to Financial Statements — Continued
December 31, 2015

1.  Summary of Significant Accounting Policies — Continued:
Allocation of Joint Expenses

The Association shares certain expenses with an adjacent association. Expenses such as payroll and related expenses
and certain indistinguishable routine maintenance expenses have been allocated between the two associations based
upon total units in each association. The percentages for 2015 were 65% for the Association and 35% for Canada
House Beach Club Condominium West Association, Inc. (“Canada House West”), which is affiliated by common
management.

Subsequent Events
The Association has evaluated subsequent events through May 26, 2016, the date which the financial statements were

available to be issued. Based upon this evaluation, the Association has determined that no subsequent events have
occurred which would require disclosure in the financial statements.

2. Member Assessments:
Pursuant to the Condominium Declaration and By-Laws of the Association, assessments (both regular and special)
are allocated to the weekly interval owners in the proportions or percentages provided in the Declaration. The annual

budget and members assessments are determined by the Board of Directors.

The 2015 annual assessments to weekly interval owners were as follows:

1-Bedroom/
Standard Large 1-Bedroom/ 1-Bedroom/ 2-Bathrooms
Efficiency Efficiency 1-Bathroom 2-Bathrooms Unit 108
Maintenance $ 293 $ 346 $ 564 $ 639 $ 679
Replacement fund 90 107 174 197 210
Real estate taxes, as agent 41 41 41 41 41
$ 424 $ 494 $ 779 $ 877 $ 930

The Association is collecting assessments for and remitting real estate taxes on behalf of weekly interval owners.
Therefore, the real estate tax assessments and the related expenses are not presented on the Association’s statement
of revenue, expenses, and changes in fund balance (deficit).

3. Inventory of Timeshare Weekly Intervals:

During 2015, the Association bore the financial responsibility for 342 weekly intervals. The Association has acquired
these intervals through foreclosure proceedings related to unpaid assessments. The real estate tax and replacement
fund assessments for these weekly intervals of $14,032 and $44,139, respectively, have been charged to operating
expense for 2015. The operating portion of the assessments for these weekly intervals has been excluded from
assessment revenue for 2015. As the inventory has no net realizable value, no value has been recorded at
December 31, 2015.



CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.
Notes to Financial Statements — Continued
December 31, 2015
4. Notes Payable:
At December 31, 2015, the operating fund note payable consists of an office telephone system finance agreement
with GreatAmerica Financial Services, monthly principal and interest payments of $735, maturing August 2019,
interest fixed at 11%, secured by an interest in the financed office telephone system.

Future minimum principal payments under this agreement are:

Year Ending December 31,

2016 $ 6,214
2017 6,941
2018 7,753
2019 5,324

$ 26,232

The underlying office telephone system benefits both the Association and Canada House West. Under the allocation
of joint expenses between the associations, Canada House West is responsible for 35% of the expenses incurred (see
Note 7).

At December 31, 2015, the replacement fund note payable consists of a commercial promissory note with Regent
Bank for replacement of the chilled water piping for the six-story building, monthly principal and interest payments
of $4,937, maturing August 2020, interest fixed at 4.5%, secured by an interest in the assessments of the Association.

Future minimum principal payments under this agreement are:

Year Ending December 31,

2016 $ 49,067
2017 51,321
2018 53,679
2019 56,145
2020 38,146

$ 248,358

Interest expense incurred under both notes payable totaled $5,994 for the year ended December 31, 2015, and is
recorded in the replacement fund.



CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Notes to Financial Statements — Continued
December 31, 2015

5.  Management Agreement:

The property and affairs of the Association are managed by Daily Management, Inc. (the “Management Company”),
an entity affiliated with the Developer by common ownership and management. The term automatically extends for
three additional years at the end of each contract period and can be terminated at any time during the life of any
three-year term in the manner provided by Section 721.14 of the Florida Statutes. The current term expired
December 31, 2015, and was extended through 2018.

Under the management agreement, the Association agrees to pay the Management Company as compensation for the
management services hereunder a sum equal to 10% of the annual estimated operating budget for the Association.
Management fees incurred during 2015 amounted to $114,000.

6. Replacement Fund:

The Association’s governing documents and Florida Statutes require the Association to accumulate funds for future
major repairs and replacements. The funds are held in segregated accounts and all interest income earned on these
accounts is allocated to the replacement fund.

An independent specialist conducted a study in 2014 to estimate the remaining useful lives and the current
replacement costs of the components of common property. The table included in the supplementary information on
future major repairs and replacements, which is unaudited, is based on the study, as updated by management.

The Association is funding for major repairs and replacements over the remaining useful lives of the components
based on the study’s estimates of current replacement costs and considering the amounts previously accumulated in
the replacement fund. Accordingly, funding of $506,060 has been included in the 2016 budget.

Funds are being accumulated in the replacement fund based on the estimated current costs for repairs and
replacements of common property components. Actual expenditures may vary from the estimated amounts, and the
variation may be material. Consequently, the amounts accumulated in the replacement fund may not be adequate to
meet future needs for major repairs and replacements. If additional funds are needed, the Association has the right,
subject to Board of Directors approval, to increase regular assessments, pass special assessments, or delay major
repairs and replacements until funds are available.

At December 31, 2015, the Association had advanced $34,092 from the operating fund to the replacement fund in
excess of funding requirements. These funds are available for use in operations.

7. Related Party Transactions:

The Association is affiliated through common ownership and management with other owners associations through its
relationship with the Management Company.

Due to the Management Company at December 31, 2015, consists of informal noninterest bearing advances which
are in the nature of trade payables, due on demand.

Due to affiliate at December 31, 2015, consists of informal noninterest bearing advances which are in the nature of
trade payables, due on demand, to Canada House West. This amount includes amounts due for the office telephone
system discussed in Note 4.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Notes to Financial Statements — Continued
December 31, 2015

7. Related Party Transactions — Continued:

Weekly intervals returned to the Association through foreclosure and other actions are sold under an agreement with
the Developer. The Developer pays maintenance fees on these weekly intervals until they are sold. At December 31,
2015, the Developer held 122 weekly intervals for resale.

8. Income Taxes:

For the year ended December 31, 2015, nonmembership income did not exceed the related expenses. Therefore, no
federal income tax expense has been recorded.

The Association has no temporary differences relating to the recognition of income and expenses for financial and
tax reporting purposes. Accordingly, no deferred tax assets or liabilities are recorded.

Management analyzed its various federal and state filing positions and believes that its income tax filing positions
and deductions are well documented and supported. Additionally, management believes that no accruals for tax
liabilities related to uncertain income tax positions are required. Therefore, no reserves for uncertain income tax
positions have been recorded.

There have been no increases or decreases in unrecognized tax benefits for current or prior years. Further, no interest
or penalties have been included since no reserves were recorded and no significant increases or decreases are
expected to occur within the next 12 months. When applicable, interest and penalties will be reported as income tax
expense.

9. Commitments and Contingencies:
Concentrations of Credit Risk

Financial instruments which potentially subject the Association to concentrations of credit risk, as defined by
accounting principles generally accepted in the United States of America, consist primarily of bank accounts with
balances, at times, in excess of amounts insured by the Federal Deposit Insurance Corporation and assessments
receivable. Management of the Association evaluates the financial stability of its depositories and considers the risk
of loss to be remote. All of the Association’s assessments receivable are related to billed assessments. The
Association monitors the collectibility of these assessments receivable and pursues collection. Management routinely
assesses the uncollectibility of the Association’s assessments receivable and provides for allowances for doubtful
accounts based on this assessment.

Litigation

During the course of its operations, the Association is subject to various claims, torts, and actions. Management
reviews the validity of such actions and acts accordingly. Management does not believe the outcome of any current
actions will result in material loss to the Association.

Insurance Matters

In the event of a disaster, the Association could be exposed to losses for damages in excess of insurance coverage
limits. Management considers this risk of loss to be remote and its insurance coverage adequate.
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Schedule of Revenue and Expenses — Operating Fund

Revenue:
Member assessments
Late fees
Other income
Total revenue

Expenses:
Salaries and payroll taxes
Insurance
Utilities
Management fees
Repairs and maintenance
Bad debt expense

General and administrative:
Interest expense
Office supplies and expenses
Postage and printing
Guest services
Uniforms
Computer expense
Credit card fees
Other administrative expenses

Accounting and audit
Taxes, licenses, and fees

Legal and collection costs

Association-owned interval expense

Total expenses

Excess (Deficiency) of Revenue Over Expenses

Year Ended December 31, 2015

Actual Budget
(Unaudited)

$ 1,107,738 1,250,845
22,496 -
254,024 -
1,384,258 1,250,845
422,952 450,450
161,759 145,000
125,575 152,500
114,000 171,000
99,234 122,000
264,394 100,000
822 -
4,621 7,000
20,083 30,000
- 1,500
1,679 2,500
4,193 6,000
18,833 30,000
805 -
51,036 77,000
12,870 10,500
7,374 8,350
56,065 25,000
58,171 -
1,373,430 1,261,800
$ 10,828 (10,955)
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CANADA HOUSE BEACH CLUB CONDOMINIUM ASSOCIATION, INC.

Schedule of Future Major Repairs and Replacements
December 31, 2015
(Unaudited)

An independent specialist conducted a study in 2014 to estimate the remaining useful lives and the current
replacement costs of the components of common property. Replacement costs were based on the estimated costs to
repair or replace the common property components at the date of the study.

The following table is based on that study, as updated by management, and presents significant information about
the components of common property:

Fund Fund
Remaining Estimated Balance Balance
Estimated Current (Deficit) Board (Deficit)
Useful Replacement  December 31, Approved December 31,
Components Lives Costs 2014 Additions Expenditures Reallocation 2015
Roofing 20years $ 130,000 $ 51,732 $ 2,298 $ 775 $ - $ 53,255
Building painting 1 year 150,000 57,729 72,236 50,790 - 79,175
Pavement and grounds 10 years 165,000 (266) 6,486 14,135 (7,000) (14,915)
Unit content and décor 6 years 1,750,000 25,522 176,556 6,618 (95,000) 100,460
Building and common
areas 14 years 1,000,000 (127,786) 113,392 474,354 102,000 (386,748)
Elevator 18 years 107,000 2,168 6,820 - - 8,988
Pool and spa 5 years 50,000 18,958 5,107 4,333 - 19,732
Catastrophe fund 9 years 180,000 112,177 3,382 - - 115,559
$ 3,532,000 $ 140,234 $ 386,277 $ 551,005 $ - $ (24,494)
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