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ACCOUNTANTS' REVIEW REPORT

To the Board of Directors
Glenshire/Devonshire Residents Association, Inc.

We have reviewed the accompanying balance sheets of Glenshire/Devonshire Residents
Association, Inc, as of December 31, 2005 and 2004, and the related statements of operating and
replacement revenue, expenses and changes in members' equity, and cash flows for the vears then
ended, in accordance with Statements on Standards for Accounting and Review Services issued
by the American Institute of Certified Public Accountants. All information included in these
financial statements is the representation of the Association’s management,

A review consists principally of inquiries of Association personnel and analytical procedures
applicd to financial data, 1t is substantially less in scope than an audit in aceordance with
generally accepted auditing standards, the objective of which is the expression of an opinion
regarding the linancial statements taken as a whole.  Accordingly, we do not express such an
OpPImon.

Based on our reviews, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them o be in conformity with generally accepted
accounting principles.

Whllihed Aceo

MeCLINTOCK ACCOUNTANC
Tahoe City, California
February 13, 2006
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GLENSHIRE/DEVONSHIEE RISIDENTS ASSOCIATION, TNC.
Ixhilnt A
BALANCE SHERTS
December 31, 2005 and 2004
(See Accoounbanlz' Review RE"][:['”
20005 2004
ASSITTS
Cash, including $23.379 and $25.878 held as SeCuIy
deposits i 2000 and 2004 (Note 5) 5 257,617 b 210,018
Cash and certificates of deposit, designated for future
raor repairs and replacemenis (Note ) 125, 14) 116,867
Dhues recevable 17.5.0:10) 191,95}
Prepaid expenses and other assets 8,655 10,116
S67 02 NERBLS|
Property and equipment 93,438 95,696
Less: accumulated depreciation 171,521 (70,671)
Net property and equipment 217 25,022
Total Assets 5 HEE,UG0 5 5a8,243
LIABILTTTES AND MEMBERS EQUITY
Accounts pavable b 56 b 2,251
Acerued liabilines 16,889 IEA R
Design review commitiee deposits (Note 5) 220950 20,280
Deferred meome 325,680 A25,0680
Total Liabilities A66,055 A6 324
Members' gty )
Oyperating lund 108,623 80,072
Replacement fund 114,291 103,817
Total Mcembers' Fouity 292914 188,914
Total Liabahties and Members' Fquity b HHK,969 5 558 2158
T'he accompanying notes are an integral part of these statenents, -2



GLENSHIRE/DEYONSHIRE RESIDENTS ASSOCTATION, INC
Fxhilat I3
STATEMENTS OF OPERATING REVENTL, EXPENSES
AND CHANGES IN MEMBERS LQUITTY
Fow the Years Ended December 31, 20005 and 2001
iSee Accountants’ Review Report)

2005 20004
Revenue
Members' dues 5 A25.080 b ST A
Less: dues allocated o replacement fund (:30,000) {1.5,500)
205,080 255,900
Design review commiliee lees FINT N LAY
Late charges and transler fees 14,335 19,655
Rental and class lees 35824 45,720
Concessions sales, net of costs of goods sold ol
SA179 amed $3 4540 in 20005 and 20001 2,055 1.OHS
[nierest income 2112 GR0
Miscellancous, mcluding $50,000 ol lake wail grant
revenue in 2005 H4657 1,484
412,198 333,514
Fxpenses
Salaries and benelils )2 HRT 201,705
Repairs and maintenance 20,633 22,118
Insurance 18,589 19,185
Mamtenance and operating supplics 17 864 13,188
[ ilities 31,562 ALY
Prolessional services [RIEY 0,319
Admmistrative services and supplics SE.064 26,567
Miscellaneous | A1y 4,199
Capital expenditures, inclhuding 550,352 of lake rail
expenditures 2005 A1,029 A4
Bad debt expense 545 -
Diepreciation expense 1,852 9936
Provision for imcome taxes (Note 1) 1,274 363
392,394 38,642
Revenue Owver {Under) Fxpenses 1,801 (5, 128)
Members' Eguity, Beginning ol Year 85,072 K106
Capilahzed Replacement Fund Expendiures 3,747 2,100
Members' Equity, Fnd of Year b 108,623 5 H5,072

The accompanying noles are an integral part of these stalements. -3



CLENSHIRE/ DEYONSHIRE RESTIDE

Revenue
Members dues

Interest meome

L xpenses
Grounds
Olhice
Clubhouse

[’l LS ]I

Revene Over (Uinder) Expenses

STATEMENTS OF REPLACI
FXPENSES AND CHANGES IN
For the Years Ended Deceml

{See Accountants' Rev

Members' Eguity, Beginning ol Year

Members' Fouity, End of Year

I'he accompanying notes are an integral

MNTS ASSOCIATIHON, INC.

Ixhibae ©
MENT REVENUIE,
MEMBERS 1QUITY
A1, 2000 and 20041
ew Reporth
2005 SO0
% S, 000 b 15,500
2047 1,215
02627 16,715
0,31 13,0922
(- EN RS
14,400 0013
1,429 4,203
22 185 25,398
1,444 (H,683)
13,847 112,550
4 114,201 b 10,5847
sart of these staterments, -4-



GLENSHIRIDEYVONSHIRE RESIDENTS ASSOCIATION, INC.

STATEMENTS OF CASH FLOMWS
Forthe Years Ended December 31, 2000 and 20000

(See Accountants’ Review Report}

Fxtabi 1)

Clash Flows from Operating Activitics:
Operating Revenue Over (Under) Fxpenscs
Replacement Fund Revenue Owver (Under) Expenses
Adgustments o reconeile operating and replacement
revenue under expenses 1o nel cash provided
by operating aclivilics;
Capitalized replacement fund expencitures
Deprecianon
Chiange i dues receivable
Change in prepaid expenses and other assets
Change i accounts pavable
Change in acerued labilities
Change i deposits
Change in deferred income

Nel Cash Provided by Operating Activities

Cash Flows rom Investing Activities:
Acquisilion of cquipment

Net Cash Used Tor Investing Activities

Net Increase in Cash

Cash, Beginning ol Year

Cash, Und of Year

Analysis of Cash:
Cash

Cash, designated

Supplementary information:
Income taxes paid

L0001 2000
b 19,804 % (5.12%)
10441 (8,687
BNEY EN )
(5,852 9,936
16,350 {20,399)
1,761 {4,637)
(1,715) 848
1,776 3094
{3,350 945
-()- 54,280
H5,6RY 25,473
{3.747) {2, 100)
1747} {2, 1000
51,942 93,573
S30.815 307 442
$oO382757 & 230,815
$ 0 2ATGIT k0 213,948
125,140 116,867
& 382,757 S 330,815
] A4 -0
-

The accompanying notes are an integral part of these statements,



GLENSHIRE/DEVONSITIRE RESIDENTS ASSOGCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 20005 and 2004

(yee Accountanis” Review Report}

Form and Nature of Ovgamizauon

Glenshire/Devonshire: Residents: Association, Ine. is a nonsstock, non-profit corporation
organized in Febroary 1969 under the laws ol the State of Califormia, The Association is a
homeowners association supported by annoal assessments of the 1,357 lows within the
Glenshire/Dyevonshire subdivisions in Truckee, California, The Association was organized
to provide the management services and maimtenance of certan commaon Use arcas ywil
the subdmision.  The Association derives a significant portion of its revenue Trom dues
assessinents that are levied annually agamnst cach lot within the development,

Sumimary of Significant Accounting Policies

A The Associaton’s governing documents provide eertamn guidelines for controlling
its Tmancial activities. To ensure observance of limitations and restrictions on the
use ol lnancial resources, the Association maintains s accounts on the fund
accounting basis,  Financial resources are classified for accounting and reporting
purposes in the [ollowing funds established according to their nature and purpose:

Operating Fund - Used to account tor Iinancial resources available for the

general operations of the Association.

Replacement Fund - Used (o account for financial resources designated for
luture major repams and replacements,

B, Real property and other common property acquired from the developer and
related improvermnents lo such praperty are not rellected on the Association's
lmancial  statements. This property includes tennis courls,  swimnmming pool,
clubhouse and  approximately: 200 acres of common land.  The Association
capitalizes personal property ai cost and depreciates it using the straight-line methoed
over its estimated useful life of 3 10 15 years,

C. Deferred income represents dues billed in the current pertod applicable 1o the
lollowing period.

1. Association members are subject o annual dues 1o provide funds [or the
Assocition's operating cxpenses and  major repairs and replacements,  Dues
receivable at the balance sheet date represents fees due from property owners. The
Association's policy includes, among other things, assessing a lale charge on
delinquent payments and placing liens on the property ol homeowners whose

sssiments are delinquent, with the right 1o proceed with non-judicial foreclosure

proceedings il necessary. An allowanee for doubtlul accounts is ereated when an

A3

-
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GLENSHIRE/DEYONSHIRE RESIDENTS ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
December A1, 2005 and 200k

tSee Accountants” Review Report)

account’s collectibility 15 uncertam. - Accounts are wrillen oll when the Assoctation
15 nodilied that 15 a bad debt, sueh as after a bankeptey o foreclosure
proceedings.

Interest earned on replacement b investiments is recorded as income i that
fund. Any related meome tax is recorded as an expense ol the operating funed.

The Assoctation has clected 1o be faxed on net operating meome as a regular
corporation.  However, certain clections are made 1o substantally reduce o
eliminate
future g

oot el member imcome.  Inogeneral, dues allocated Tor
and replacements can be setaside on a Gix-lree basis il
appheable mnde we followed. Additionally, all other amounts received by the
Assoctation, such as bank interest income, are taxed, net of related expenses, Tor

Conne a

repy

federal and state purposes.

For purposes ol the Statements of Cash Flows, cash 15 defined as all cash in
checking and money market accounts and short-erm certificates of deposit,

The preparation of financial statements in accordance with generally accepted
accounting principles requires management o make estimates and assimptions thal
alfect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates,

lion of Credi Risk

The Association maintains demand and certiicate of deposit accounts at various local
banks. At December 31, 2005 and 2001, the aggregate total of these accounts exceeded
the federally msured hmits by 874,283 and 526,188, respectively,

Financial insoruments that potentially  subject the  Association 1o credit ik consist

princpally of members' dues recer
were primarily [rom members who live in the Glenshires

vable. Dues recenvable

it December 31, 20065 and 2004
Jevonshire subdivision or whose

primary residence 15 within the State of Califormia,
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GLENSHIRE/DEYONSHIRE RESIDENTS ASSOCIATTON, INC.

NOTES TO FINANCIAL STATEMENTS
December S, 2000 and 2004

(See Accountants” Review Report)

The provision lor income taxes 15 as tollows:

2005 B0k
Federal SR BB
Stale 101 103
B1,275 £363

Dyesign Review Committee Deposits

Members are required 1o advance security deposits Tor construction and pay a lee 1o the
Association o ensure that constuction is completed m accordance with the guidelines
established by the Association’s Design Review Committee.  The sceurity deposits are
refundable upon satislactory completion of construction.  In addition, the Association
retaing depostis [or clubhouse rentalg,

Future Major Repairs and Replacements of Common Arca

The Association’s CC&Rs provide lor the Association 1o assess members [or the
acquisition, wnprovement and - maintenance of  common  propertics,  primarily  the
ing pool and surrounding parking area,

clubhouse, tennis conurts, swin

The amount ol dues allocated (o the replacement Tund is based on a reserve study
prepared by management and approved by the Board of Directors.  The Association's
policy is to fund for replacements over the cstimated lives of the respective assets. Actial
replacement costs and tming may varv from these estimales and the variations nay be
malerial. Therefore, amounts accumulated in the replacement fund may not be adequate
to mect future needs. 1 additional [unds are needed, the Association has the right, subject
Lo any nec 3

may also delay major repairs and replacements until funds are available,

ssary meinber approval, to increase regular dues or levy special assessi

Interfund Borrowings

The Association maintaing an operating fund and replacement fund. At varions fimes
during the vear, there is a receivable/(pavable) between the unds, Al December Al 200
and 2004, the replacement fund  owed the operating Tund  $10,849 and  $13,090,
respectively,
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ACCOUNTANTS' REPORT ON REQUIRED
SUPPLEMENTARY INFORMATION

To the Board of Directors
Gilenshire/Devonshire Residents Association, Inc.

The supplementary information on future major repairs and replacements on page 10 is not a
required part of the basic financial statements of Glenshire/Devonshire Residents Association,
Inc., but is supplementary information required by the American Institute of Certified Public
Accountants,  We have applied certain limited procedures which consisted principally of
inguiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion
or any other form of assurance on it

Whllihed Aceo

MeCLINTOCK ACCOUNTANC
Tahoe City, California
February 13, 2000

CORPORATION



GLENSHIRE/DEYONSHIRE RESIDEN TS ASSOCIATION, INC.
Schedule |
REQUIRED SUPPLEMENTARY INFORMATION ON FITTTIRE MAJOR
REPAIRS ANDY REPLACEMENTS
December 31, 20005

(See Accountants’ Report on Required Supplementary Inlormation)

The Assocabon’s management upelaied a study e 2005 10 estimate the remaimng uselul hves, the lives
alier teplacement and the replacement costs of the componenis of common property. The estimates were
bised on management's and contractors’ estimates and historical costs, Estimated current replacement
costs do not take mio account the effects of inflanion between the date of the sindy and the date that the
(&} :IllI]:)]lL‘lllS “-'i“ ['l‘(l]lil‘l' l'i‘ll'ri]lr or I'(,'I]I}l('l\‘nli.']l!,

The Assocauen does not designate the balance in the replacement ind by component. The total s
available for major repairs and replacements were SHAL29T at December 31, 2005, The 2006 hudget
includes $25,000 of dues to be allocated to the replacement [und.

The following table s based on the study and presents signilicant information about the components of
common property,

Life Alier Clurren
Remainmg Replacement Replacement
Component Life (Years) (Years) Clost
Clubhouse - 3-24 -0 . § 350 588
Crronmds 1-24 730 212117
Main pool 0-11 5-23 107 483
Oflice 17 3-10 10,431
Wadling pool 2-11 10-20 27,572

$ 717,194

10



