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To the Board of Directors of: 
 
NORTH SHORE TOWNHOME ASSOCIATION, INC. 
South Jordan, Utah 
 

Management is responsible for the accompanying financial statements of North Shore Townhome Association, Inc., 
which comprise the balance sheet as of December 31, 2021, and the related statement of revenues, expenses, and 
changes in fund balances and cash flows for the year then ended, and the related notes to the financial statements 
in accordance with accounting principles generally accepted in the United States of America. We have performed 
a compilation engagement in accordance with Statements on Standards for Accounting and Review Services 
promulgated by the Accounting and Review Services Committee of the AICPA. We did not audit or review the 
financial statements nor were we required to perform any procedures to verify the accuracy or completeness of the 
information provided by management. Accordingly, we do not express an opinion, a conclusion, nor provide any 
form of assurance on these financial statements. 

Accounting principles generally accepted in the United States of America require that the information about future 
major repairs and replacements of common property on page 10 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. The information was subject to 
our compilation engagement; however, we have not audited or reviewed the required supplementary information, 
and accordingly, do not express an opinion, a conclusion, nor provide any form of assurance on it. 

 

 
Tempe, Arizona 
May 23, 2022



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
BALANCE SHEET 

DECEMBER 31, 2021 
 

See Independent Accountants’ Compilation Report. 
The Accompanying Notes are an Integral Part 

of These Financial Statements 
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OPERATING
FUND

REPLACEMENT
FUND TOTAL

ASSETS
Cash $ 151,957        $ 419,248                  $ 571,205         
Investments -                  250,000                  250,000         
Accounts receivable, net 13,977          -                            13,977          
Prepaid expenses 86,000          -                            86,000          
Due to/ due from -                  -                            -                   

TOTAL ASSETS 251,934        669,248                  921,182         

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable 2,051            -                            2,051            
Accrued expense 19,301          -                            19,301          
Prepaid assessments 55,721          -                            55,721          

77,073          -                            77,073          

FUND BALANCES 174,861 669,248 844,109

TOTAL LIABILITIES AND FUND BALANCES $ 251,934 $ 669,248 $ 921,182



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES 

DECEMBER 31, 2021 
 

See Independent Accountants’ Compilation Report. 
The Accompanying Notes are an Integral Part 

of These Financial Statements 
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OPERATING
FUND

REPLACEMENT
FUND TOTAL

REVENUES
Assessments $ 346,884           $ 203,856                  $ 550,740         
Working capital fees -                     17,993                   17,993          
Other fees and income 4,052              -                            4,052            
Interest Income 111                 3,580                     3,691            

Total Revenues 351,047           225,429                  576,476         

EXPENSES
Maintenance and repair 59,298            -                            59,298          
Contract services 95,548             -                            95,548          
Utilities 34,620             -                            34,620          
Administrative 143,246            -                            143,246         
Reserve expenses -                     188,562                  188,562         

Total Expenses 332,712           188,562                  521,274         

EXCESS OF REVENUES OVER EXPENSES 18,335            36,867                   55,202          
 

FUND BALANCES, BEGINNING OF YEAR 156,526           632,381                  788,907         

FUND BALANCES, END OF YEAR $ 174,861           $ 669,248                  $ 844,109         



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31, 2021 
 

See Independent Accountants’ Compilation Report. 
The Accompanying Notes are an Integral Part 

of These Financial Statements 
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OPERATING
FUND

REPLACEMENT
FUND TOTAL

CASH FLOWS FROM OPERATING ACTIVITIES:

Excess of revenues over expenses $ 18,335            $ 36,867                   $ 55,202          
Adjustments to reconcile excess of revenues over 

  expenses to net cash provided by operating activities:

Bad debt expense net of recoveries 8,564              -                            8,564            
(Increase) decrease in:

Accounts receivable (7,731)             -                            (7,731)           
Prepaid expenses (14,655)           -                            (14,655)         

Increase (decrease) in:
Accounts payable and accrued expenses 13,139            -                            13,139          
Due to related parties (1,369)             (1,369)           
Prepaid assessments 46,667            -                            46,667          

44,615            -                            44,615          
NET CASH PROVIDED BY

OPERATING ACTIVITIES 62,950            36,867                   99,817          

CASH FLOWS FROM FINANCING ACTIVITIES

Interfund transfers (2,271)             2,271                     -                   

NET INCREASE IN CASH 60,679            39,138                   99,817          

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 91,278            380,110                  471,388         

CASH AND CASH EQUIVALENTS, END OF YEAR $ 151,957           $ 419,248                  $ 571,205         

SUPPLEMENTARY CASH FLOW INFORMATION

Cash used to pay income taxes $ 210                 $ -                            $ 210               



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
NOTES TO THE FINANCIAL STATEMENTS 

DECEMBER 31, 2021 

See Independent Accountants’ 
Compilation Report. 
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

 
North Shore Townhome Association, Inc. (“The Association”), a non-stock homeowners association, was 
incorporated in October 2010, under the general non-profit laws of the State of Utah. The Association was 
established to provide maintenance and preservation of the common areas associated with the community.  As of 
December 31, 2021, 274 units were completed and sold to homeowners.   There is a Board of Directors appointed 
by the developer, as provided for in the organizational documents of the Association. The Board of Directors will 
be appointed until such time as the organizational documents require an election.  The Board of Directors has 
engaged Capital Consultants Management Corporation (CCMC) as the managing agent for the Association. 

 
Basis of Accounting 

The Association utilized the accrual basis of accounting. 

 
Fund Accounting  

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 separate funds.  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 to 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 

Cash listed as operating is available for current operations and is not bound by any restriction or designation.  
Cash listed as reserves is designated for future major repairs and replacements and is generally not available for 
current operations.  The Association maintains cash at various financial institutions, which may at times exceed 
federally insured amounts.  The Association considers all highly liquid investments with original maturities of 
less than three months, to be cash equivalents. 

 
Fair Value of Financial Instruments 

Unless otherwise indicated, the fair values of all reported assets and liabilities, which represent financial 
instruments (none of which are held for trading purposes), approximate the carrying values of such amounts.   

 
 



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
NOTES TO THE FINANCIAL STATEMENTS, (CONTINUED) 

DECEMBER 31, 2021 

See Independent Accountants’ 
Compilation Report. 
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES, (CONTINUED) 
 

Assessments 

The annual budget and member assessments are approved by the Board of Directors. Association members are 
subject to quarterly assessments to provide funds for the Association’s operating expenses, future capital 
acquisitions, and major repairs and replacements.  Assessments receivable at the balance sheet date represent 
fees due from unit owners. The Association accounts for receivables on the cost basis. Receivables are 
considered delinquent after 30 days, at which time the Association pursues collection. Receivables are reviewed 
regularly and the Association establishes an allowance for doubtful accounts on receivables based on an estimate 
of accounts which will not be fully collected. Accounts are written-off when a homeowner enters bankruptcy or 
foreclosure. Any excess assessments at year-end are retained by the Association for use in the succeeding year.  

 
Prepaid Assessments and Revenue Recognition 

The annual budget and assessments are approved by the Board of Directors. The Association receives 
assessments from members to provide funds for operating expenses, future capital acquisitions and major repairs 
and replacements.  Payments received by the Association prior to the assessment due date are properly not 
recognized as revenue and are presented as Prepaid Assessments until the corresponding assessment is made by 
the Association.   

 

Income Taxes  

The Association files its income tax return as a homeowner’s association in accordance with Internal Revenue 
Code Section 528 using Form 1120-H. Under that Section, the Association is not taxed on uniform assessments 
to members and other income received from Association members solely as a function of their membership in 
the Association. The Association is taxed at the rate of 30% on its nonexempt function income, which includes 
interest income less deductible expenses.  The Association incurred a $210 state tax expense for the year ended 
December 31, 2021. 

The Association accounts for uncertain tax positions, if any, in accordance with FASB Accounting Standards 
Codification Section 740.  In accordance with these professional standards, the Association recognizes tax 
positions only to the extent that Management believes it is “more likely than not” that its tax positions will be 
sustained upon IRS examination.  Management believes that it has no uncertain tax position for the year ending 
December 31, 2021. 

  



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
NOTES TO THE FINANCIAL STATEMENTS, (CONTINUED) 

DECEMBER 31, 2021 

See Independent Accountants’ 
Compilation Report. 
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES, (CONTINUED) 

 
Property and Equipment 

In accordance with American Institute of Certified Public Accountants guidelines, the Association capitalizes 
all common real property to which it has title or other evidence of ownership and either: 

(1) can dispose of the property, at the discretion of its Board of Directors, for cash or claims to cash 
and it can retain the proceeds, 

-or- 
(2)  the property is used to generate significant cash flows from members on basis of usage. 

 
Property not capitalized consists of certain land areas contributed by the developer, upon completion of the 
project, at no cost to the Association, and, as such, is not reflected in the financial statements. The contributed 
common areas consist of a clubhouse, pool, trails, playground, landscape and landscape rights-of-way, which 
can never be sold or subdivided. The Association has not placed a value on these assets. 

 
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. 

 

Subsequent Events  

The Association has evaluated subsequent events through May 23, 2022, the date which the financial statements 
were available to be issued and there were no subsequent events which were required to be reflected in the 
financial statements. 

 
NOTE 2 – ACCOUNTS RECEIVABLE 
 

Accounts receivable consist of the following at December 31, 2021.  

2021
Assessments receivable $ 31,587         
Less:  Allowance for doubtful accounts (27,453)        
Assessments receivable, net $ 13,977         

 
 

 For the year ended December 31, 2021, the Association had bad debt recoveries of $8,564. 
 
  



NORTH SHORE TOWNHOME ASSOCIATION, INC. 
NOTES TO THE FINANCIAL STATEMENTS, (CONTINUED) 

DECEMBER 31, 2021 

See Independent Accountants’ 
Compilation Report. 
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NOTE 3 – REVENUE RECOGNITION 

 
The Association’s primary revenue source is generated through the levy of dues and assessments from members. 
The use of operational assessments is on maintenance and management of the common area property. The 
funding of operational assessments allows the Association to provide services to members. The Association’s 
assessments are based on the Association’s cost of service and are approved by the Association’s Board of 
Directors. The Association’s obligation to provide services to members generally represents a single 
performance obligation representing a series of distinct services that are substantially the same and have the 
same pattern of transfer to the member that is satisfied over time as members simultaneously receive and 
consume the benefits provided. The Association applies the inputs method based on resources consumed and 
labor hours incurred to measure its progress towards satisfactorily completing its performance obligations to 
transfer each distinct delivery of services to the members. Services provided are non-refundable and there are 
no return obligations. No significant remaining performance obligations exist as of December 31, 2021. There 
is no variable pricing associated with services provided. 

 
NOTE 4 – CONCENTRATIONS 
 

The Association's annual assessment revenue and related receivables are subject to a significant concentration 
of credit risk given that the revenue is received primarily from owners located within a small geographical area 
that can be adversely impacted by similar economic conditions.  The financial instruments that potentially 
subject the Association to credit risk consist of assessments receivable from individual unit owners, the majority 
of which contain provisions for recovery by placing liens on real property and through legal judgments.  In the 
event that the owners do not comply with the terms of the Covenants, Conditions, and Restrictions and collection 
efforts by the Association are unsuccessful, the Association could incur a loss equal to the amount due. 

 
NOTE 5 – LITIGATION  
 

The Association may become involved in claims and pending litigation arising in the normal course of its 
operations. The Association is currently not aware of any such litigation which management believes could have 
a material adverse effect on its financial position. 

 
NOTE 6 – COMMITMENTS AND CONTINGENCIES  
 

The Association enters into various contracts for management, landscape and other services.  Generally all 
contracts are for one year terms and can be canceled by either party with 30 to 90 day notification. 

 
NOTE 7 – RELATED PARTY TRANSACTIONS 
 

North Shore Townhome Association, Inc. (“North Shore”), is a sub-association of Daybreak Community      
Association, Inc. (“Daybreak”). Daybreak is responsible for collecting and processing homeowner assessments 
and disbursing certain expenses incurred by North Shore. The intercompany financial status between Daybreak 
and North Shore is maintained by an intercompany receivable/payable balance sheet account. The intercompany 
transactions are settled by cash transfers. 
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NOTE 8 – FUTURE MAJOR REPAIRS AND REPLACEMENTS  
 

The Association’s governing documents require funds to be accumulated for future major repairs and 
replacements.  Accumulated funds, which aggregate $687,240 at December 31, 2021, respectively, are held in 
separate accounts and are generally not available for operating purposes. 

In 2020, the Association’s board of directors engaged Wasatch Reserve Studies to conduct a study to estimate 
the remaining useful lives and replacement costs of the common property components. 

Actual expenditures may vary from the estimated funding amounts determined by the Board of Directors and 
the reserve study, and variations may be material. Therefore, amounts accumulated in the replacement fund may 
not be adequate to meet future needs. If additional funds are needed, the Association may increase regular 
assessments, levy special assessments or delay major repairs and replacements until funds are available.  

 
 
NOTE 9 – RELATED PARTY TRANSACTIONS 
 

The affairs of the Association are managed by Daybreak Community Association. 
 
Daybreak Community Association (Daybreak) will, from time to time, pay for certain expenses on behalf of 
the Association, which the Association is obligated to pay. Daybreak collects assessments on behalf of the 
Association and subsequently pays the assessments to the Association. As some assessments and fees are 
prepaid by members, the Association will owe Daybreak their respective share of the prepaid assessments. At 
December 31, 2021, the Association owed Daybreak $-0-.



SCHEDULE I 
NORTH SHORE TOWNHOME ASSOCIATION, INC. 

SUPPLEMENTARY INFORMATION ON FUTURE MAJOR REPAIRS 
 AND REPLACEMENTS (UNAUDITED) 

DECEMBER 31, 2021 
 

See Independent Accountants’ 
Compilation Report. 
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FUTURE MAJOR REPAIRS AND REPLACEMENTS

 
Estimated Current

Estimated   Current Replacement 
Remaining Replacement Fund Balance at

Component Life Cost December 31, 2020

Roofing
   Asphalt Shingles 18 $ 855,000 $ -                                
   Flat Roof Membrane 8 1,127,700 -                                
   Metal Roof 28 63,000 -                                

Painting
   Deck Coating N/A N/A -                                
   Front Doors N/A N/A -                                
   Garage Doors -                39,730 -                                
   Hardi Board/Wood -                121,680 -                                
   Stucco 11 165,450 -                                
   Wood Fence N/A N/A -                                
   Wood Railing N/A N/A -                                

Fencing/Security
   Wood Fence N/A N/A -                                

Lighting
   Wall Lights 13 96,000 -                                

Grounds Components
   Concrete 0 20,000 -                                
   Landscape 0 10,000 -                                

Reserve Study 5 2,500 -                                
   Reserve Study 2 1,250 -                                
   Reserve Study - Update

Unallocated N/A -                 669,248                      

Total $ 2,502,310    $ 669,248                      

A summary of the Estimated Current Replacement Cost and Current Replacement Fund Balance is presented
below.  Estimated remaining life is as of the date of the reserve study.

Wasatch Reserve Studies completed a study on January 1, 2020 to estimate the remaining useful lives and the 
replacement costs of the components of common property. The estimates were based on current estimated 
replacement costs at the date of the study. Estimated current replacement costs and estimated remaining useful 
lives have not been revised since that date and do not take into account the effects of inflation between the date 
of the study and the date that the components will require repair or replacement. 

 


