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CHRIS POLAND
Board President

"We started
fast and worked
hard to be
transparent,
collaborative,
and
community-
driven."

PRESIDENT’'S REPORT

The 2020/21 Board had a very productive year, always working with the community's
best interests in mind. We started fast and worked hard to be transparent, collaborative, and
community-driven. We added a planning day to the orientation week dedicated to setting our
Board's principles that included core values, purpose, vision, and goals. It was an engaging
process that guided our decision-making and planning all year. We wanted Canyon Lake to be
a sought-after resort-style community for permanent residents that respects and meets the
expectations of a diverse membership through enhanced amenities and increased property
values. In the process, a number of major projects and process enhancements were introduced
through a close collaboration between the Board, our committees, and the staff. | am grateful
for all their hard work.

*  We expanded transparency by establishing new, open lines of communication through
more content on the Canyon Lake POA website, weekly Board updates, Board agendas
that included justification for all actions under consideration, and expanded reports
from the departments.

+  We formalized and brought a higher level of efficiency to our Board processes,
maintained a project list, an annual agenda of issues being worked on, and worked on
listening to the community to address their concerns.

*  We updated the Committee Policy to strengthen the link between the Board and the
committees through specific charters and empowered Board liaisons that brought the
community's voice back to the Board.

*  We adopted an Architectural Design Standard for the community that will bring a
professional level of design to our facilities while incorporating sustainability and
resilience features.

+  We formalized and improved the budget development process by adopting a budget
model that covered operations, fees, and the reserve funds.

*  We encouraged and approved streamlining Planning & Compliance and the
Architectural Control Committee processes to the benefit of the members.

+  We established an expanded Policy for Purchasing and Contracting Authority that
advanced efficiency and effectiveness with appropriate milestones for repair and
replacement and capital improvement projects.

+  We formalized our project selection and development process with a new project
tracking system that includes five milestones to check progress. The Canyon Lake POA
website and weekly updates provided complete coverage of the projects.

*  We spent our money wisely to enhance and expand our amenities consistent with the
direction received from the committees and past boards. Included were dozens of
Repair & Replacement projects of all sizes, including those that improved access, safety,
and welfare and new amenities such as the development of Sierra Park North.

*  We encouraged and funded a new software system to improve efficiency and simplify
member interactions with the Canyon Lake POA.

The work of the Board is continuous, and each Board has the opportunity to pick up from
where the last Board left off, adjust the direction as they believe is needed, and seamlessly continue
the process. We look forward to the 2021/22 Board's efforts to maintain and enhance our "little bit
of paradise" as a sought-after resort-style community that respects and meets the expectations of
a diverse membership through enhanced amenities and increased property values.

(hdosflefe

Chris Poland
20120/21 Board President
Canyon Lake Property Owners Association

Follow Us Online @canyonlakepoa f L 4




2020 - 2021 BOARD OF DIRECTORS

The Canyon Lake Property Owners is governed by a five-member Board of Directors who are elected by the membership
for two-year staggered terms at the Annual Members’ Meeting in May.

CHRIS POLAND

Board President

Chris joined the Board in 2019, he served as Board President
in 2020/21 and as Board Vice President in 2019/20. Chris
has a background in consulting engineering, executive level
management, and public policy advocacy at the federal,
state, and local levels. He has been a strong advocate for
reinvigorating communication with the members and
creating a renewed sense of community.

2020 - 2021 Committee Board Liaison:
- Architectural Control Committee

- Dredge Committee

TOM NATHAN

Board Vice President
TomjoinedtheBoardin2017.He hasabackgroundinBusiness
Administration, with a Masters in Financial Management. He
has over 30 years of experience in healthcare, restaurant,
and marine industries. Most recently he was the Controller
for a global leader in direct marketing. Tom has been a
Canyon Lake resident for more than 15 years. He has been a
member of multiple clubs and committees.

2020 - 2021 Committee Board Liaison:
- Fiesta Day Committee

- Recreation Committee

JEANNE O'DELL

Board Treasurer

Jeanne joined the Board in 2019. Jeanne brings a wide range
of skills to the Board with more than 30 years of experience
in facilities planning, space utilization, construction, and
maintenance and operations fromworkinginadministrative
roles at multiple major universities. She has been an
advocate for enhancing the communities amenities, long
term planning, and expanding Canyon Lake POA's services.

2020 - 2021 Committee Board Liaison:
- Facilities Planning Committee

- Finance Committee

JIM BARRINGHAM

Board Secretary

Jim joined the Board in 2018. He had 40-year career
specializing in the field of Information Technology. Beyond
his professional experience, Jim and his wife Gyan have been
Canyon Lake homeowners since 2009. They are both active
members of multiple clubs and committees.

2020 - 2021 Committee Board Liaison:
- Estates Committee

- Senior Work Group

JOE KAMASHIAN

Board Director

Joe Kamashian joined the Board in 2020. He has been a
resident of Canyon Lake for 31 years and has been involved
with many clubs and committees. His experience includes
25 years as a licensed electrical contractor specializing in
commercial and industrial projects.

2020 - 2021 Committee Board Liaison:
- Appeals Committee

- Green Committee

- Security Advisory Committee

- Tuesday Work Group

Canyon Lake Property Owners Association | 2020 - 2021 Annual Report




General Manager's Report

As COVID-19 continued to plague the world, this past fiscal year also continued to be full of
complicated guidelines and mandates that affected many of our revenue generating amenities.
Namely, our restaurants spenta good portion of this past year offering limited services of either take-
out and/or outdoor dining only. We were fortunate enough to obtain a Paycheck Protection Program
loan which allowed us to continue to pay our employees so that they could feed their families during
the COVID-19 closures and business modifications. Those funds were 100% forgivable, and allowed
the Canyon Lake POA to weather the losses at all our revenue centers without having to pass those
operating losses on to the members.

Despite the many hurdles we faced during our last year, the fiscal year as a whole was still a
very productive year for us. From the many projects completed to improving processes, we made
great strides towards modernizing our 52-year-old community. We replaced the dock at Lucky Cove
Park, added new fencing and a gate, and improved the pathway. We also wrapped up our $3.4
million Pavement Project this past year, which included repaving 15 parking lots and a portion of
Canyon Lake Drive South. At the golf course, we completely transformed the lake next to hole #13.
This feature element of the course was in extreme need or repair/replacement as it was leaking and
using a significant amount of water.

Moving forward, the ballot measure for the development of Sierra Park North was approved
by a majority vote in our 2021 election. The Canyon Lake POA Board, staff, and the community
are excited to bring this long awaited amenity to Canyon Lake. Another project underway is the
transformation of the large dog park at Eastport Park. The newly renovated area will have a similar
design as the recently renovated small dog park area. We are adding new dog agility equipment, DG
pathways, and additional shade structures, trees and benches. Work to save water and be more
efficient continues at the golf course with our Golf Course Irrigation Project, which will replace much
of the irrigation system that was installed in 1996. The new design is anticipated to save 14.6% in
water along with additional savings in power and maintenance costs, for a total of $105,000 savings
per year.

While projects keep us extremely busy, it's not the only area we focus on improving. In the
Canyon Lake POA corporate offices, most of our departments are heavily focused on our software
conversion project. We have teamed up with Northstar Technologies, a leading provider of
enterprise management software for private and membership-based clubs and owner associations,
to completely upgrade and integrate how we run your association. Our vision is to provide real-time
access to information for all community members and clubs. This platform will unite most of our
departments into one single platform that members will have access to.

Members can look forward to making online dining reservations, campground reservations,
club calendars, events registration, golf tee times, access to real-time account status, including
online payments, and personalized member communications. Additionally, members will be able to
receive push notifications through the new system, view current charges, order food, view and pay
bills, make reservations, view and sign up for club events, and much more. We hope to have our first
phase of this project completed this fall, which will include a new website and a robust new Canyon
Lake POA mobile app. We're already working with our Northstar project managers and the Apple
Development team, to get our new app branded and to the App store.

Last but not least, | want to take this opportunity to thank our Board, committee members,

and staff members who all come together to serve this
community and make it the best that it can be. %C /@

Eric Kazakoff, CCAM®, CMCA®
General Manager

Canyon Lake Property Owners Association

Follow Us Online @canyonlakepoa f L 4

ERIC KAZAKOFF
General Manager

[
"From the
many projects
completed
to improving
processes, we
made great
strides towards
modernizing
our 52-year-old

community."




KEEPING CANYON LAKE GREAT

OUR PURPOSE
To promote the recreation,
benefit, and enjoyment of the
homeowners in Canyon Lake.

Our mission is to provide
exceptional services that

37 Miles Of enhance the quality of life and
sense of community, which
Roadways f=f N

make Canyon Lake a desirable

place to live and enjoy. This
1 6 is our purpose and goal

everyday when we come
parks & to work.
beaches

500 Acre Lake

CANYON LAKE

140

)

employees
‘vl
full service .
restaurants 30% Operations
This department maintains the community and is an
H‘é integral part in all of the community projects and events.

70+ Volunteer

i) xEF LT 1 p) Committee Members
Services & Facilities o 50+ Vendors

- Baseball Fields - Marine Gas confracts vendars 0 aetatin hanaging the communty.
- Basketball Courts - Olympic Sized Pool

- Campground - Pickleball Courts 1 8

- Community Events - Propane Sales 60+ Allied Universal Security

- Driving Range - Recreation Classes hole g°If Community Patrol Employees and

- Equestrian Center - Senior Center course in-house Marine Patrol Employees

- Golf Pro Shop - Tennis Courts
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COMMUNITY DEVELOPMENT

MOONSTONE BEACH IMPROVEMENTS

Moonstone Beach was upgraded in February 2021 with new
concrete slabs, a new pathway from the parking lot to the sitting
area and new stairs down to the dock. Additionally, the picnic tables,
barbecues, and trash receptacles were all replaced. Moonstone
Beach juts out into the Main Lake next to Little Fish Cove and is

one of the best places to enjoy the lake views. It also has a great
dedicated swimming area out of the way of boat traffic.

LUCKY COVE DOCK

The dock at Lucky Cove was replaced in the summer of
2020. Additionally, a new gate and fence were installed and
improvements were made to the pathway. The old dock was
removed several years ago. This was a much-needed and
appreciated addition for the neighborhood families.

HAPPY CAMP PLAYGROUND

The older playground equipment at Happy Camp
was replaced with new modern equipment. The
new playground features multiple play structures
with several slides, climbers, decks, and more.
Additionally, we added new horseshoe and
cornhole courts along with a new picnic area. This
improvement is a much-anticipated enhancement
for children on the west side of the community.

Further, it makes Happy Camp an even more
appealing option for stay-cationing.

Follow Us Online @canyonlakepoa f L 4



GOLF COURSE LAKE

The golf course lake next to hole #13 has served
as an irrigation reservoir and featured element of
the course. It was last modified in the 1980s and
was in extreme need of repair/replacement as it
was losing an enormous amount of water daily.

The new lake design and configuration will save
the Canyon Lake POA over $80,000 a year on its
water bill.

HOLIDAY HARBOR IMPROVEMENTS

In May we renovated the snack bar at Holiday Harbor. The
new snack bar features a new appliances and equipment that
will better accommodate the many events and activities that
take place at Holiday Habor all year. Additionally, a new fish
station was added at Holiday Harbor in the spring. This was
a collaborative effort between the Canyon Lake POA and the
Canyon Lake Bassmasters. The new station will be a great
asset for fishing events and activities.

LODGE POOL UPGRADES

Following the resurfacing of our 20 year old pool area
deck at Lodge, we added a pool office and storage unit.
This addition replaced an unsightly and failing plastic
storage shed. The new space provides an area where
pool staff can take care of administrative duties in an air
conditioned space during the hotter months of the year.

Canyon Lake Property Owners Association | 2020 - 2021 Annual Report Vi




RABO & ARLSEN, LLP MICHAEL J. BrRaBo, CPA

CERTIFIED PUBLIC WAYNE E. CARLSEN, CPA
ACCOUNTANTS Member of the Private Companies

Practice Section of the American Institute
of Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors and Members
Canyon Lake Property Owners Association
Canyon Lake, California

Report on the Financial Statements

We have audited the accompanying financial statements of Canyon Lake Property Owners Association,
which comprise the balance sheet as of April 30, 2021, and the related statement of comprehensive
income, changes in fund balance, 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.

Auditor’s 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 auditor's 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.

1111 E. TaHQuitz CANYON WAY, SUITE 203, PALM SPRINGS, CA 92262
ph: 760-320-0848  fax: 760-322-4626 * www .brabo-carlsen.com

Follow Us Online @canyonlakepoa f L 4




Board of Directors and Members
Canyon Lake Property Owners Association
Canyon Lake, California

(Continued)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Canyon Lake Property Owners Association as of April 30, 2021, 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.

Disclaimer of Opinion on Required Supplementary Information

Accounting principles generally accepted in the United States of America require that information on
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.

Mb@m&wﬂm,l_bo

August 3, 2021

Palm Springs, California

Canyon Lake Property Owners Association | 2020 - 2021 Annual Report




CANYON LAKE PROPERTY OWNERS ASSOCIATION

ASSETS
Cash
Certificates of deposit
Investments, net of unrealized gain
Assessments and fines receivable, net of

allowance for doubtful accounts of $577,241

Interest receivable

Inventory

Prepaid expenses

Other assets

Inter-fund receivable/(payable)

Property and equipment, net of
accumulated depreciation of $8,035,164

LIABILITIES
Accounts payable
Accrued payroll
Prepaid assessments
Other accrued liabilities
Refundable member deposits
Income taxes payable
Construction defect liability

FUND BALANCES
Fund balance

Accumulated other comprehensive income (loss)

BALANCE SHEET

APRIL 30, 2021

ASSETS
Capital Repair Road
Operating Improvement Replacement Reserve

Fund Fund Fund Fund Total
$ 6956458 $ 36,835 $ 901,885 $ 6,097,314 $13,992,492
- - 235,000 235,000 470,000
- 932,836 7,169,941 4,828,752 12,931,529
1,008,381 - - - 1,008,381
- 3,642 24,038 9,164 36,844
48,355 - - - 48,355
358,695 - - - 358,695
207,221 - - - 207,221
237,724 1,181,631 65,044 (1,484,399) -
6,096,492 - - - 6,096,492
$14,913,326 $2,154944 $ 8395908 $ 9,685831 $ 35,150,009

LIABILITIES AND FUND BALANCES

$ 1,153,980 $ - $ - $ - $ 1,153,980
313,987 - - - 313,987
2,745,821 - - - 2,745,821
175,729 - - - 175,729
426,292 - - - 426,292
39,717 - - - 39,717
- - - 5,482,388 5,482,388
4,855,526 - - 5,482,388 10,337,914
10,057,800 2,165,334 8,347,099 4,194,093 24,764,326
- (10,390) 48,809 9,350 47,769
10,057,800 2,154,944 8,395,908 4,203,443 24,812,095
$14,913,326 $2,154944 $ 8,395,908 $ 9,685,831 $ 35,150,009

The accompanying notes are an integral part of these financial statements.

Follow Us Online @canyonlakepoa f L 4




CANYON LAKE PROPERTY OWNERS ASSOCIATION

STATEMENT OF REVENUES, EXPENSES, COMPREHENSIVE INCOME AND

REVENUES
Member assessments
Interest income
Administrative fees
Architectural and building fees
Sales and user fees
Other income
Realized gain on investments
SBA loan forgiveness - PPP funds

EXPENSES
Salaries and related expenses
Outside services
Lake lease
Utilities
Repairs and maintenance
Supplies
Rental equipment
Property taxes
income taxes
Cost of goods sold
General and administrative
Insurance
Legal fees
Bad debt expense
Events
Contingency
Capital improvement expenses
Major repairs and replacements

Excess (deficiency) of revenues
over expenses before depreciation

Depreciation

Excess (deficiency) of revenues
over expenses

OTHER COMPREHENSIVE INCOME
Unrealized losses on investments

TOTAL COMPREHENSIVE INCOME
FUND BALANCES, beginning of the year

COMPREHENSIVE INCOME
Excess (deficiency) of revenues
over expenses
Unrealized losses on investments
TOTAL COMPREHENSIVE INCOME

Inter-fund transfers

FUND BALANCES, end of the year

CHANGES IN FUND BALANCES

YEAR ENDED APRIL 30, 2021

Capital Repair Road
Operating Improvement Replacement Reserve
Fund Fund Fund Fund Total
$11,652,000 $1,200,000 $2,276,000 $1,000,000 $ 16,128,000
17,558 19,673 137,409 78,925 253,565
908,657 - - - 908,657
150,684 - - - 150,684
4,014,021 - - - 4,014,021
681,997 - - - 681,997
- 8,372 45,236 28,241 81,849
1,103,000 - - - 1,103,000
18,527,917 1,228,045 2,458,645 1,107,166 23,321,773
5,936,996 - - - 5,936,996
3,236,667 - - - 3,236,667
1,557,234 - - - 1,557,234
1,441,533 - - - 1,441,533
1,703,097 - - - 1,703,097
518,699 - - - 518,699
16,700 - - - 16,700
31,730 - - - 31,730
64,008 - - - 64,008
622,146 - - - 622,146
458,479 2,882 13,568 5,259 480,188
547,704 - - - 547,704
661,642 - - - 661,642
169,491 - - - 169,491
80,074 . - : 80,074
93 - - - 93
- 512,154 - - 512,154
- - 297,064 1,387,591 1,684,655
17,046,293 515,036 310,632 1,392,850 19,264,811
1,481,624 713,009 2,148,013 (285,684) 4,056,962
323,871 - - - 323,871
1,157,753 713,009 2,148,013 (285,684) 3,733,091
- (20,960) (34,391) (5,845) (61,196)
$ 1,157,753 $ 692,049 $2,113,622 $ (291,529) $ 3,671,895
$ 7129854 $1,462895 $8,052479 $4494972 $21,140,200
1,157,753 713,009 2,148,013 (285,684) 3,733,091
- (20,960) (34,391) (5,845) (61,196)
1,157,753 692,049 2,113,622 (291,529) 3,671,895
1,770,193 - (1,770,193) - -
$10,057,800 $2,154944 $8,395908 $4,203,443 $ 24,812,095

The accompanying notes are an integral part of these financial statements.

Canyon Lake Property Owners Association | 2020 - 2021 Annual Report
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CANYON LAKE PROPERTY OWNERS ASSOCIATION
STATEMENT OF CASH FLOWS

YEAR ENDED APRIL 30, 2021

Capital Repair Road
Operating Improvement Replacement Reserve
Fund Fund Fund Fund Total

NET CASH FLOW FROM OPERATING ACTIVITIES
Excess (deficiency) of revenues over expenses $ 1,157,753 $ 692,049 $2113622 $ (291,529) $ 3,671,895
Adjustments to reconcile net revenues over expenses

to net cash flow from operating activities:

Depreciation 323,871 - - - 323,871
Gain on sale of assets (6,815) - - - (6,815)
Unrealized (gain)/loss on investments - 20,960 34,391 5,845 61,196
(Increase) Decrease in:
Assessments and fines receivable (17,568) - - - (17,568)
Interest receivable - (784) 9,023 9,242 17.481
Inventory 1,220 - - - 1,220
Prepaid expenses (86,879) - - - (86,879)
Other assets (50,207) - - - (50,207)
Inter-fund receivable/payable 465,408 (687,847) (208,744) 431,183 -
Increase (Decrease) in:
Accounts payable 283,479 - - - 283,479
Accrued payroll 73,005 - - - 73,005
Prepaid assessments 1,272,219 - - - 1,272,219
Other accrued liabilities 17,706 - - - 17,705
Refundable member deposits 83,146 - - - 83,146
Income taxes payable 36,702 - - - 36,702
Construction defect liability - - - (33,844) (33,844)
Net cash provided by operating activities 3,553,039 24,378 1,948,292 120,897 5,646,606
CASH FLOWS FROM INVESTING ACTIVITIES
Sale (purchase) of certificates of deposit - 470,000 940,000 933,000 2,343,000
Sale (purchase) of investments - (484,638) (299,815) (468,211) (1,252,664)
Proceeds from sale of assets 6,815 - - - 6,815
Purchase of property and equipment (1,787,079) - - - (1,787,079)
Net cash provided (used) by investing activities (1,780,264) (14,638) 640,185 464,789 (689,928)
CASH FLOWS FROM FINANCING ACTIVITIES
SBA loan forgiveness - PPP funds (1,103,000) - - - (1,103,000)
Inter-fund transfers 1,770,193 - (1,770,193) - -
Net cash provided (used) by financing activities 667,193 - (1,770,193) - (1,103,000)
Net increase in cash 2,439,968 9,740 818,284 585,686 3,853,678
CASH, beginning of the year 4,516,490 27,095 83,601 5,511,628 10,138,814
CASH, end of the year $ 6956458 $ 36835 $ 901,885 $ 6,097,314 §13,992,492
SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION
Cash paid during the year for:
Income taxes $ 20,615

The accompanying notes are an integral part of these financial statements.

Canyon Lake Property Owners Association | 2020 - 2021 Annual Report




FINANCIAL STATEMENTS

APRIL 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Canyon Lake Property Owners Association was organized as a not-for-profit corporation for purposes
of maintaining and preserving common property within the development. The development consists of
4,800 residential lots located in Canyon Lake, California. The Association began its operations in
May 1968.

Accounting Method

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 is used to account for financial resources available for the general
operations of the Association.

Capital Improvement Fund - This fund is used to accumulate financial resources for
projects designated by the Board of Directors, primarily for parks and recreation facilities.

Repair_and Replacement Fund - This fund is used to accumulate financial resources
designated for future repairs and replacements.

Road Reserve Fund - This fund is used to accumulate financial resources designated for
future major repairs and replacements for the common streets within the Association.

Investments

Investments consist of municipal bonds and corporate bonds that are held for an indefinite period and
thus classified as available for sale and recorded at market value.

Inventory

Inventory consists of food and beverage and gasoline at the campground, stated at the lower of
cost or market using the average cost method.

Assessments Received in Advance

Assessments received in advance are treated as a current liability. The amounts are recognized as
income in the appropriate period.

Common Area Property

Real property and common areas acquired from the developer and related improvements to the
Association property are not recognized as assets, in conformity with industry standards.
Expenditures for major repairs and replacements are accounted for as replacement fund expenditures
for purposes of financial reporting.

Follow Us Online @canyonlakepoa f L 4




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment

Purchased personal property and equipment are stated at cost. All assets are depreciated using
the straight-line method over the estimated useful lives of the various classes of assets.
Expenditures for repairs and maintenance are charged to operations as incurred. Depreciation is
computed over the following estimated useful lives:

Land and Improvements 5 - 30 years
Buildings 5 - 40 years
Machinery and equipment 3 - 10 years
Pool 7 - 30 years
Furniture and fixtures 5 - 40 years
Vehicles 5 years

Cash Egquivalents

The Association considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.

Income Taxes

The Association is classified as a nonexempt membership organization for both Federal and
California income tax purposes for the year ended April 30, 2021. It does not qualify as an exempt
organization. The Association is subject to specific rulings and regulations applicable to nonexempt
membership organizations. In general, the Association is required to separate its taxable income
and deductions into membership transactions, non-membership transactions and capital
transactions.

For Federal tax purposes, the Association is taxed on all net income from non-membership
activities reduced only by losses from non-membership activities for which a profit motive exists.
Non-membership income may not be offset by membership losses, and excess membership
deductions may be carried forward to offset membership income of future periods. Any net
membership income not applied to the subsequent year is subject to taxation. The Association files
Form 1120, which had a tax rate of 21% in 2021 that was applied to net taxable income.

For California tax purposes, the Association also is taxed on all net income from non-membership
activities reduced only by losses from non-membership activities for which a profit motive exists.
Non-membership income may not be offset by membership losses. Any net membership income is
not subject to taxation. The tax rate that is applied to net taxable income is 8.84%.

The Association’s policy is to record income tax related interest and penalties in the replacement
fund expenses. For the year ended April 30, 2021, there were no interest or penalties expense
recorded and no accrued interest or penalties.

Date of Management's Review

Subsequent events have been evaluated through August 3, 2021, which is the date the financial
statements were available to be issued.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value of Financial Instruments

The Association’s investments are measured using fair value measurements, which, among other
things, establish a hierarchal framework for disclosure of and measurement of investments at fair
value defined as Level |, ll, and lll inputs. These inputs are based on a number of factors, including
the type of investment and the characteristics specific to the investment. The Association's
investments are all considered to be Level | inputs as they are based on quoted market prices.

Estimates

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets,
liabilities, revenues and expenses, including depreciation and the allowance for doubtful
accounts. Such estimates primarily relate to unsettled transactions and events as of the date of
the financial statements. Accordingly, upon settlement, actual results may differ from estimated
amounts.

NOTE 1: OWNERS ASSESSMENTS AND ASSESSMENTS RECEIVABLE

Association members are subject to paying assessments to fund the Association's operating
expenses, future capital acquisitions, and major repairs and replacements. Association
management has considered the Financial Accounting Standards Board (FASB) guidance on Topic
606, Revenue from Contracts with Customers, in the Accounting Standards Codification (ASC) and
has concluded that association members do not qualify as customers according to the definition
provided in the ASC. Assessment's receivable at April 30, 2021 represent assessments and other
fees due from owners. The Association’s governing documents provide for various collection
remedies for delinquent assessments, including liens on the owner's unit, foreclosing on the unit
owner, or obtaining a judgment on other assets of the unit owner. The Association uses the
allowance method for estimating uncollectable assessments.

Monthly assessments to the owners were $280 in 2021, Of that amount, $40 was designated to the
replacement fund, $17 to the road reserve fund and $21 to the capital fund.

The annual budget and owner's assessments are determined and approved by the Board of

Directors. The Association retains excess operating funds, if any, at the end of the operating year
for use in future operating periods.

NOTE 2: INVENTORY

Inventory at April 30, 2021 are as follows:

Food and beverage $ 44,542
Gasoline - campground 3.813
$ 48,355
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NOTE 3: INVESTMENTS

Investments are stated at market value based on quoted market prices and are considered to be
available for sale. The investments are comprised of municipal bonds and corporate bonds.

The Association’s investments consisted of the following at Aprit 30, 2021:

Amortized Unrealized

Market Value Cost Basis Gain(Loss)
Municipal bonds $ 4,538,748 $ 4,503,588 $ 35,160
Corporate bonds 8,392,781 8,380,172 12,609
Total investments $12,931,529 $12,883,760 $47,769

included in other comprehensive income are unrealized losses of $61,196 for the year ended April
30, 2021. Included in accumulated other comprehensive income are unrealized gains of $47,769 as
of April 30, 2021.

Maturities of the investments at April 30, 2021 are as follows:

Within 1-5

Year Years Total
Municipal bonds $1,461,289 $ 3,077,459 $ 4,538,748
Corporate bonds 1,366,329 7,026,452 8,392,781

$2,827.618 $10.103911  $12,931,529

NOTE 4: PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at April 30, 2021:

Land and improvements $ 6,831,302
Building 3,942,306
Machinery and equipment 1,864,193
Pools 563,868
Furniture and fixtures 641,257
Vehicles 288,730
Less: Accumulated depreciation (8.035,164)
Net property and equipment $ 6,096,492

NOTE 5: SBA LOAN FORGIVNESS - PPP FUNDS

In April 2020, the Association applied for and was approved a $1,103,000 loan under the
Paycheck Protection Program created as part of the relief efforts related to COVID-19 and
administered by the Small Business Administration. The loan accrues interest at 1%, but
payments are not required to begin for six months after the funding of the loan with a maturity of
two years from the date of the loan. The Association received notification of forgiveness in full of
the loan in April 2021. The forgiven amount is reported as income on the statement of revenues,
expenses, comprehensive income and changes in fund balances.
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NOTE 6: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association's governing documents require that funds be accumulated for future major repairs
and replacements. Accumulated funds are held in separate savings accounts and are generally not
available for expenditures for normal operations.

The Board of Directors engaged an outside consultant to conduct a study completed in June
2021 to estimate the remaining useful lives and the replacement costs of the components of
common property. The study is based on current estimated replacement costs. Funding
requirements consider an annual inflation rate of 3.0%, interest of 0.5%, and a tax rate of 30%, on
amounts funded for future major repairs and replacements.

A separate study was conducted by pavement engineers to estimate the timing and cost of future
repairs and replacements for 36 miles of 2-way common streets within the Association to
estimate the remaining useful lives of the common streets for the next ten years.

The table included on page 13 in the unaudited supplementary information on future major
repairs and replacements is based on the repair and replacement study other than the roads.

The Board is funding for major repairs and replacements including roads over the remaining useful
lives of the components based on the Association's estimates of current replacement costs and
considering amounts previously accumulated in the replacement fund. Accordingly, $2,008,000 has
been included in the 2021/2022 budget for major repairs and replacements and $1,500,000 has
been included in the 2021/2022 budget for roads. Because actual expenditures may vary from the
estimated future expenditures and the variations may be material, amounts accumulated in the
replacement fund may not be adequate to meet ali future needs for major repairs and
replacements. If additional funds are needed, the Association has the right to increase regular
assessments, pass special assessments, or delay major repairs and replacements until funds are
available.

NOTE 7: RETIREMENT PLAN

The Association sponsors a 401(k) plan which allows eligible employees to defer a portion of their
salaries. The Association may make a discretionary matching contribution up to 4.0% of
compensation. The Association made matching contributions of $96,626 during the year ended
April 30, 2021.

NOTE 8: OPERATING LEASE

The Association leases the Canyon Lake Reservoir for water recreation purposes. The
agreement was implemented in March 2017 and extended through December 31, 2066.
According to the agreement, the annual base lease amount in March 2017 of $1,403,850 is to be
paid with an annual cost increase calculation based on the Consumer Price Index (CPI).

Future minimum lease expense, excluding the annual CPI increase for the next 46 years is
$64,577,100. For the year ended April 30, 2021 the lake lease expense was $1,557,234.
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NOTE 9: INTER-FUND TRANSFERS

During the year ended April 30, 2021, interfund transfers consisted of $1,770,193 of personal
property and equipment purchased by the replacement fund and capitalized in the operating fund.

NOTE 10: CONTINGENCIES

The Association is involved in various legal matters, however in the opinion of legal counsel, the
likelihood of an unfavorable outcome cannot be determined with any degree of certainty.
Accordingly, the Association has not accrued any potential loss contingency for those matters.

NOTE 11: CONCENTRATION OF CREDIT RISK

The Association maintains accounts with banks and brokerage firms. Interest bearing accounts at
banks are insured by the Federal Deposit Insurance Corporation for up to $250,000 at each
institution and accounts at brokerage firms are insured up to $500,000 (with a limit of $250,000
for interest bearing cash accounts) by the Securities Investor Protection Corporation. Given the
existing size of operations it is not unusual for this limit to be exceeded on a periodic basis. The
Association is aware of this matter and evaluates alternatives for safeguarding cash white at the
same time maximizing operational performance.
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CANYON LAKE
PROPERTY OWNERS ASSOCIATION

SUPPLEMENTARY INFORMATION ON
FUTURE MAJOR REPAIRS AND REPLACEMENTS

APRIL 30, 2021
(UNAUDITED)

The Board of Directors engaged an outside consultant to conduct a study completed in June 2021, to
estimate the remaining useful lives and the replacement costs of the components of common property.
The study is based on current estimated replacement costs. Funding requirements consider an annual
inflation rate of 3.0%, interest of 0.5%, and a tax rate of 30%, on amounts funded for future major repairs
and replacements.

A separate study was conducted by pavement engineers to estimate the timing and cost of future repairs
and replacements for 36 miles of 2-way common streets within the Association. It is estimated that the
estimated replacement cost from 2021 — 2030 is $25,400,000.

The following table is based on the repair replacement study and presents significant information about the
components of common property other than the roads.

Estimated Estimated
Remaining Current
Useful Lives Replacement
Components (In Years) Costs

Administration Building 0-24 $ 1,479,695
Bluebird Hall 0-12 146,240
Campground 0-47 1,167,683
Country Club 0-21 912,180
Diamond Point 0-1 14,450
Docks 0-20 1,252,505
East Port 0-38 723,644
Entry Gates 0-26 1,425,282
Equestrian Center 0-24 830,966
Fairway Estates 1-29 128,750
Gault Field 0-24 555,590
Golf Course 0-28 6,925,536
Grounds 0-50 1,730,300
Holiday Harbor 0-23 510,800
Indian Beach 0-21 239,770
Lake 0-15 3,983,350
Lodge 0-25 2,130,723
Operations 0-27 221,568
Park Areas 0-30 783,239
Pool Area 0-35 726,254
Senior Center 0-22 268,401
Ski Slalom 0-23 51,409
Tennis Center 2-30 260,758
Vehicles 0-14 1,628,000

$ 28,097,093
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