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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Members
Canada House Beach Club

Condominium West Association, Inc.
Pompano Beach, Florida

We have audited the accompanying financial statements of Canada House Beach Club Condominium West
Association, Inc. (the “Association”), which comprise the balance sheet as of December 31, 2016, 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.

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 West Association, Inc. as of December 31, 2016, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.
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Future Major Repairs and Replacements

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a whole. We
have not applied procedures to determine whether the funds designated for future major repairs and replacements
as discussed in Note 5 are adequate to meet such future costs because that determination is outside the scope of
our audit.

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 11 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 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.

Report 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 12 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.

Wi%ﬁwﬁ%f%/ -

May 19, 2017
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Canada House Beach Club Condominium West Association, Inc.

Balance Sheet
December 31, 2016

Assets

Cash and cash equivalents

Restricted cash

Assessments receivable, net of allowance for
doubtful accounts of $81,267

Prepaid expenses and other assets

Due (to) from other fund

Total assets
Liabilities and Fund Balance (Deficit)

Liabilities
Accounts payable and accrued expenses
Prepaid assessments
Due to affiliate
Due to management company
Total liabilities

Fund balance (deficit)

Total liabilities and fund balance (deficit)

Operating Replacement

Fund Fund Total
363,501 $ 211,525 575,026
917 - 917
41,231 - 41,231
48,026 - 48,026
(42,082) 42,082 -
411,593 $ 253,607 665,200
16,677 $ - 16,677
429,798 - 429,798
2,919 - 2,919
21,732 - 21,732
471,126 - 471,126
(59,533) 253,607 194,074
411,593 $ 253,607 665,200

The Notes to Financial Statements are an integral part of these statements.
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Canada House Beach Club Condominium West Association, Inc.
Statement of Revenue, Expenses, and Changes in Fund Balance (Deficit)

Year Ended December 31, 2016

Revenue
Member assessments
Late fees
Interest income
Rental fees
Other income

Expenses
Salaries and payroll taxes
Insurance
Utilities
Management fees
Repairs and maintenance
Bad debt expense
General and administrative
Accounting and audit
Taxes, licenses, and fees
Legal and collection costs
Association-owned interval expense
Replacement expenditures

Excess (deficiency) of revenue over expenses

Fund balance (deficit)
Beginning of year

End of year

Operating Replacement

Fund Fund Total
$ 641,372 $ 166,993 808,365
30,727 - 30,727
- 391 391
4,349 - 4,349
70,536 - 70,536
746,984 167,384 914,368
223,509 - 223,509
109,596 - 109,596
75,336 - 75,336
63,000 - 63,000
53,927 - 53,927
182,500 - 182,500
36,246 - 36,246
10,273 - 10,273
4,999 - 4,999
28,664 - 28,664
20,477 - 20,477
- 124,824 124,824
808,527 124,824 933,351
(61,543) 42,560 (18,983)
2,010 211,047 213,057
$ (59,533) $ 253,607 194,074

The Notes to Financial Statements are an integral part of these statements.
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Canada House Beach Club Condominium West Association, Inc.
Statement of Cash Flows
Year Ended December 31, 2016

Operating Replacement
Fund Fund Total

Cash flows from operating activities
Excess (deficiency) of revenue over expenses $ (61,543) $ 42,560 $ (18,983)
Adjustments to reconcile excess (deficiency)
of revenue over expenses to net cash
provided by operating activities

Bad debt expense 182,500 - 182,500

Changes in
Assessments receivable (150,855) - (150,855)
Prepaid expenses 1,331 - 1,331
Accounts payable and accrued expenses 4,628 - 4,628
Prepaid assessments 57,253 - 57,253
Due to management company 16,858 - 16,858
Due to/from affiliate, net 44,296 - 44,296
Net cash provided by operating activities 94,468 42,560 137,028

Cash flows from financing activities

Interfund borrowings (16,497) 16,497 -
Net cash provided by (used in)

financing activities (16,497) 16,497 -

Increase in cash and cash equivalents 77,971 59,057 137,028

Cash and cash equivalents
Beginning of year 285,530 152,468 437,998

End of year $ 363,501 $ 211,525 $ 575,026

Supplemental disclosures of cash flow information
Cash paid during the year for interest $ 365 $ 2,390 $ 2,755

The Notes to Financial Statements are an integral part of these statements.
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Canada House Beach Club Condominium West Association, Inc.
Notes to Financial Statements
December 31, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

Canada House Beach Club Condominium West Association, Inc. (the “Association”) was incorporated
under the laws of the state of Florida in 1982 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 1982 under the administration of the original developer. By statutory conversion
in 1991, Shoreline Resorts, Inc. (the “Developer”) became the successor developer. At December 31,
2016, the Association consists of 35 apartment units with a total of 1,785 weekly intervals of which the
Developer owned 47 weekly intervals and the Association owned 324 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.

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, 2016, bad debt expense was $182,500.
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Canada House Beach Club Condominium West Association, Inc.
Notes to Financial Statements
December 31, 2016

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, 2016.

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 2017 and future maintenance and tax assessments received by the
Association in 2016.

Income Taxes

For the year ended December 31, 2016, 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 (“FASB”) 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. In August 2015, the FASB issued ASU 2015-14 which
deferred the effective date of ASU 2014-09 for all entities by one year. 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 permitted for fiscal years beginning after December 15, 2016.
The effect of this guidance on the financial statements of the Association has not been determined.

Reclassification of Prior Year Presentation
Certain amounts have been reclassified for consistency with the current period presentation. These
reclassifications had no effect on total assets, liabilities, or fund balance.

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 2016 were
35% for the Association and 65% for Canada House Beach Club Condominium Association, Inc.
(“Canada House East"), which is affiliated by common management.



Canada House Beach Club Condominium West Association, Inc.
Notes to Financial Statements
December 31, 2016

Subsequent Events

The Association has evaluated subsequent events through May 19, 2017, 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 require adjustment to or 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 2016 annual assessments to weekly interval owners were as follows:

Standard
Efficiency 2-Bedroom
Standard Units 1016 Large 1-Bedroom 1-Bedroom 1-Bedroom Units 3004

Efficiency and 2016 Efficiency Unit 3001 Unit 3002 Unit 3003 and 3005

Maintenance $ 292 $ 318 $ 391 $ 556 $ 701 $ 697 $ 855

Replacement fund 67 74 90 129 162 161 195
Real estate taxes,

as agent 44 44 44 44 44 44 44

$ 403 $ 436 $ 525  $ 729 $ 907 $ 902 $ 1,094

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.

3. INVENTORY OF TIMESHARE WEEKLY INTERVALS

During 2016, the Association bore the financial responsibility for 147 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 $6,462 and $14,015,
respectively, have been charged to operating expense for 2016. The operating portion of the
assessments for these weekly intervals has been excluded from assessment revenue for 2016. As the

inventory has no net realizable value, no value has been recorded at December 31, 2016.

4, 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 accordance with the terms of the contract. The current

term expires December 31, 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 2016 amounted to $63,000.



Canada House Beach Club Condominium West Association, Inc.
Notes to Financial Statements
December 31, 2016

5. 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 $232,846 has been included in
the 2017 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’s operating fund owed $42,082 to the replacement fund. These
funds were transferred subsequent to year end.

6. 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 affiliate at December 31, 2016, consists of informal noninterest bearing advances which are in the
nature of trade payables, due on demand, to Canada House East. Included in this balance are amounts
due for the Association’s pro rata share of an office telephone system purchased and financed by Canada
House East on behalf of both associations.

Due to the Management Company at December 31, 2016, consists of informal noninterest bearing
advances which are in the nature of trade payables, due on demand.

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, 2016, the Developer held 47 weekly intervals for resale.



Canada House Beach Club Condominium West Association, Inc.
Notes to Financial Statements
December 31, 2016

7. INCOME TAXES

For the year ended December 31, 2016, nhonmembership 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.

8. 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 West Association, Inc.
Schedule of Revenue and Expenses — Operating Fund

Year Ended December 31, 2016

Revenue
Member assessments
Late fees
Rental 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
DVDs
Logo items
Uniforms
Computer expense
Guest services
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

See Independent Auditors’ Report.

Actual Budget

(Unaudited)
$ 641,372 $ 722,061
30,727 -
4,349 -
70,536 45,000
746,984 767,061
223,509 244,200
109,596 89,000
75,336 78,000
63,000 63,000
53,927 67,500
182,500 120,000
365 -
2,410 3,000
12,903 14,000
205 -
38 -
767 1,350
2,363 2,500
- 1,000
16,682 15,000
513 -
36,246 36,850
10,273 9,000
4,999 6,085
28,664 15,000
20,477 -
808,527 728,635
$ (61,543) $ 38,426
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Canada House Beach Club Condominium West Association, Inc.

Schedule of Future Major Repairs and Replacements (Unaudited)

December 31, 2016

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,
about the components of common property:

as updated by management, and presents significant information

Remaining Estimated
Estimated Current Fund Fund
Useful Replacement Balance (Deficit) Balance (Deficit)
Components Lives Costs December 31, 2015 Additions Expenditures December 31, 2016
Roofing 16 years $ 65,000 $ 23,113  $ 2,464 2,207 % 23,370
Building painting 10 years 60,000 3,609 9,629 49,138 (35,900)
Pavement and grounds 9 years 125,000 20,967 12,310 16,780 16,497
Unit content and décor 5 years 700,000 111,396 93,446 15,908 188,934
Building and common
areas 13 years 500,000 (21,654) 35,700 38,444 (24,398)
Elevator 10 years 60,000 6,014 4,908 - 10,922
Pool and spa 4 years 30,000 (2,412) 5,595 2,347 836
Catastrophe fund 8 years 90,000 70,014 3,332 - 73,346
$ 1,630,000 $ 211,047  $ 167,384 124,824  $ 253,607

See Independent Auditors’ Report.
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