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INDEPENDENT AUDITORS' REPORT

Board of Directors and Members
Twin Lakes Flomeowners Association
Federal Way, Washington

ReporÍ on the Financiul Slatemenfs

We have audited the accompanying financial statements of fwin Lakes Flomeowners
Association, which comprise the balance sheet as of Decernber 31. 2020, and the related statements
ofrevenues, expenses, and changes in fund balances and cash flows for the year then ended, and
the related notes to the financial statements.

MunagentenÍ's Responsibility.for lhe Financial Statements

Managernent 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 fail presentation of financial statements that are fi'ee from material
misstatement, u,hether due to fraud or error.

Au d i l or's Respons ib ì I i ty

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit iri accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perforrn the audit to obtain reasonable
assurance about whether tl're financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial staternents. The procedures selected depend on the auditor's judgment,
including the assessrnent of the risks of material misstatement of the financial staternents, whether
due to fraud or error. In rnaking those risk assessments, the auditor considers internal control
relevaut to the entity's preparation and fair presentation of the financial statements in order to
design audit pro.cedures that ¿re appropriate in the circumstances, but not fgi tle 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 tlie reasonableness of significant accounting estimates made by management, as well as
evaluating the ovelall 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.



INDEPENDENT AUDITORS' REPORT (continued)

Opinion

In our opinion, the financial statements referred to above present fàirly, in all material
respects, the linancial position of 'Iwiri Lakes Homeowners Association as of December 31, 2020,
and the results of its operations and its cash flows for the year then ended in confonnity with
accounting principles generally accepted in the United States of Arnerica.

Di,çclainter of Opinion on Required SupplentenÍary InforntufÌott

Accounting principles generally accepted in the United States of America require that the
inf'orrnation on future major repairs and replacernents, which is presented as unaudited
supplementary inf-orrnation behincl the Notes to Financial Statements, be presented to supplernent
the basic financial statements. Such information, although not a part of the basic firiancial
staterrents, is required by the Financial Accounting Standards Board, who considers it to be an
essential part o1'hnancial reporting for placing the basic financial statements in an appropriate
operational, econornic, or historical context. We have applied certain lin-rited procedures to the
required supplementary inftrrmation 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 incluiries, the basic financial staternents, 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.

{f^þ"L, z(Ylr^,.-lo- + &., pt+¿

Certifìed Public Accountants

August 11,2021



Assets

Casli
Assessments receirrable
Property and equipment
Accumulated depreciation

Total assets

I.iabilities and Fund Balances

Accounts payable
Assesstnents received in advance

fwin Lakes Honieown

Balance Sheet
December 31 2020

Operating
Fund

145,991 $

28,411
318,454

(211,268)

1,49r
84,245

$ 291,588 $ 368,305 $ 649,993

$

Replacement
Fund Total

514,296
28,411

318,454
(211,268)

l,4gl
84,245

$ 85,736

368,305 $

$$$

Total liabilities

Fund balances t95,852 368,305 564,I57

Total liabilities and fund balances $ 281,588 $ 368,305 $ 649,893

$ 85,736 $

See accompanying notes to financial statements.



fwin Lakes Homeown

Statement of Revenues, Expenses
and Changes in Fund Balances

For tlre Year Ended December 31.2020

Operating
Fund Total

Revenues:

Mernber assessments
Insurance proceeds
Other mernber charges
interest

lotal revenues

Expenses:
utiliries:

Vy'ater and sewer
Electricity
Telephone
Cable television

$ 502,956
8,786

89,205
87

Replacement
Fund

1,020

18,593
167,593
182,119

53 8,956
8,796

89,205
1,707

$ 36,000 $

$ 601,034 $ 37,020 $ 638,054

$$$ 7,786
36,81 I

1,442
796

7,786
36,81 1

1,442
796

Maintenance:
General repairs and maintenance
Grounds and landscaping
F'ire and safety
Major repairs

General and administrative:
Management fees

Insurance
Professional services
Personnel costs
Uncollectible accounts
Depreciation
Office and miscellaneous

316,595 $ 18,427 $ 335,022

$

$

$

$

$

$

46,835

17,929
190,930
107,736

46,835

17,929
190,930
107,736

18,427

$

$

18,427

$$48,000
17,313
13,300

130,453
38,196
1 3,081

50,998

49,000
17,313
13,300

130,453
3 8,1 96
I 3,08 I
50,999

$ 311 341 $ $

$

$

311,341

'fotal expenses

Excess (defìcit) ofrevenues over expenses $
Fund balances at beginning ofyear
Interfìurd transfers

Fund balances at end ofvear

s 614,771 $ 18,427 693,1 9g

(73,737)
451,708

(182,1 19)

$ (55,144)
619,301

$ 195,852 $ 368,305 S 564,157

See accompanying notes to financial statements



Twin Lakes Homeo ialion

Staternent of Cash Flows
For the Year Ended December 31. 2020

Operating
Fund

Replacernent
Fund

r82,119

200,712

167,593

Total

Cash flor.vs from operating activities:
Excess (deficit) of levenues
over expenses:

Adjustrnents to reconcile excess
(deficit) ofrevenues over expenses

to net cash provided
by operating activities:

Depreciation
(lncrease) decrease in assets:

Assessments receivatrle
Unexpired insurance

Increase (decrease) in liabilities:
Accounts payable
Assessments received in advance

Net cash provided (used) by
operating activities

Cash flows from financing activities
Interfìrnd transf-ers

Net cash provided (used) by
furancing activities

Net increase (decrease) in cash

Cash at beginning of year

Cash at end ofyear

S upplernental disclosure
Income taxes paid

s (73,737) $ 18,593 $ (55,144)

13,08 I

32,488
7,151

(6,899)
6,426

13,081

32,48tì
7,157

(6,899)
6,426

$ (21,490) $ t8,593 $ (2,897)

$ (182,t19) $ t 82,119 $

$

$

$

$

$

$

(182,1 19)

(203,609)

349 600

(2,897)

517.r93

$ 145,991 $ 368,305 $ 5t4,296

0$ 0$ 0$

See accompanying notes to financial statements



Twin t,akes Homeowners

Notes to Þ-inancial Statements
December 31.2020

Note 1 - Nature of Organization

Twin Lakes l-Iomeowners Association is a statutory homeowner association ir-rcorporated as a
nonproltt entity in the state of Wasliington in 1965. 'flie Association is responsible for the operation and
maintenance of the common property of Twin Lakes Flomeowners Association which consists of 1,369
residential units located in Federal Way, Washington. The Association is subject to certain provisions of
the Revised Code of Wasliington Chapter 64.

Note 2 - Date of Managenrent's lìeview:

In preparing the financial statements, the Association has evaluated events and transactions for
potential recognition or disclosure through the date of the audit reporl, which is the date the financial
statements were available to be issued.

Note 3 - Summar)¡ of Signifìcant Accounting Policies:

Fund Accounting:

The Association's governing documents provide ceflain 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 according to their nature and purpose: The operating fund is used
to account for financial resources available for the general operations of the Association. l'he
leplacement find is used to accumulate financial resources clesignated for future major repairs and
replacements.

Cash and Cash Equivalents:

The Association recognizes cash, money market accounts and cash investtnents with original
rnaturity dates of less than 90 days as cash and cash equivalents. The Association maintains its casli
in bank deposit accounts which, at times, may exceed federally insured limits. The Association has
not experienced any losses in such accounts.

Mernber Assessments:

Association rnembers are subject to monthly assessrnents to finance the Association's
operating expenses, future capital acquisitions, and major repairs and replacetnents. The annual
budget and member assessments are determined by the board of directors, within certain restrictions.
The Association uses the allowance rnethod to account for uncollectible assessments receivable. The
Association retains excess operating funds at the end of the year, if any, for use in future periods.



Tw_in I=akes Homeowners As

Notes to Financial Statements (Continued)
December 3I,2020

Note 3 - Summary of Signihcant Accounting Policies (Continued):

Propert), and Equipment:

Real property and coruron areas acquired from tlie developer and related implovements to
such property are not recognized as assets on the Association's financial statements. Although these
properlies are owned by the Association, the assets are not recognized under generally accepted
accounting principles. due to the fact that the Association will not, in the ordinary course of business,
dispose of tlie property. The Association capitalizes real property to which it has title or other
evidence of ownership. Capitalized assets are recorded at cost and depreciated over the estimated
useful life using the straiglit line rnethod of depreciation.

Esfimates:

The preparation of financial statements in conformity rvith accounting principles generally
accepted in the United States of Arnerica 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 tl-re financial statements and the reported arnounts of revenues and expenses
during the reporting period. Actual results could differ from those estirnates.

Note 4 - Future Maior Repairs and Replacemeirts

The Association's governing documents require funds to be accumulatecl for future repairs and
replacements. Accumulated finds are held in separate accounts and are generally not available for operating
purposes.

The Association commissioned a study by professional reserve analysts in 2020 to estirnate the
remaining useful lives and the replacement costs of the common property components. The Association is
funding for such rnajor repairs and replacements over the estimated useful lives of the components based on
the study's estimate of replacement costs, considering amounts previously accumulated in the replacement
fund. Actual expenditures, however, rìay vary from the estimated costs and the variations rnay be material.
Therefore, amounts accumulated in the replacement fund may not be adequate to meet future needs. If
additional amounts are needed, the Association has the right, subject to cerfain limitations, to increase regular
assessments, to levy special assessments, or it may delay major repairs and replacements until sufÏìcient
lunding is available, The Association budgeted and funded $36,000 in2020.

Note 5 - Assessments Receivable - Net

Assessments receivable at the balance sheet date represent amounts due f}om members and are
reported net of any allowance for doubtful accounts. At December31,2020, there was an allowance of
$297.000. The Association has the authority to assess late charges and, if necessary, place liens on properlies
of nembers whose assessments are delinquent.



iatiq!

Notes to Iìinancial Statements (Continued)
I)ecember 31.2020

Note 6 - Federal Income'faxes:

The Association is taxed as a regular corporation or may elect to be taxed as a homeowners
association under Internal Revenue Code Section 528. For the year ended December 31,2020 the
Association elected to be taxed as a homeowners association. Under that election, the Association is taxed
only on its nonexempt function incorne, such as interest incorne, at homeowner association tax rates. Exernpt
lunction income, such as rnember assessments, is not taxable. The Association's tax returns are generally
subject to exatnination by taxing authorities for three years after the returns are filed. In evaluating the
Association's tax provisions and accruals, the Association believes that its estimates are appropriate based
on current facts and circumstances.

Note 7 - Commitments

The Association has various contracts f'or services including but not lirnited to rranagement and
vallous malntenance servlces

Note 8 - Manasemerìt Company Transactions

The managernent company is reimbursed for various administrative costs incuned on behalf of the
Association.

Note 9 - Risks and Uncertainties:

The Association's accounts receivable represents payments due from delinquent members. l'he
Association anticipates collecting these balances thlough its collection effolts, including filing liens and
legal actions against these members. The collection of these amounts will be affected by the foreclosure of
liens superior to the lien by the Association such as moftgage lien holders, delinquent property tax liens,
bankruptcies by the members, etc.



Supplementary Information



fwin Lakes Homeow

Supplernentary Information on Future
Major Repairs and Iìeplacements - Unaudited

Decernber 3 1. 2020

'fhe Associatiori commissioned a study by professional reserve analysts in 2020 to estimate the
remaining useful lives and the replacement costs of the components of common property. Replacement
costs were based on the estirnated costs to repair or replace the cornmon property components at the date
of the study. The study also includes an inflation rate of thl'ee percent and an interest rate of three percent.

The following information is based on the study and presents significant information about the
components of common property. The inf'ormation presented is only an excerpt fi'om the complete study.

See independent auditors' report.



Table 3.14: Component Assessment and Valuation

Note: All numbers provided ore the eng¡neer's opinion of probobte lit'e and cost in 2020 dollors Exoct numbers moy vary

l)ì{(rt,t,::t()\\r.ììt.sliìì\t:StIt]\ ri'{'l-\\'t^\L,{Klisl'loÀluo\\'NIlllsAssocl^lloNI)\llll)C)crolll,lll19,2020

1,.\(;r,1)oì 1l I ltìt't,-\\1rl)U- .\SSoiìì.\llìs.l\... | \\\\\\'.S\\rl).\i.\::()(.(.()\l ] l'}:(10ó) 112-'13{)5 i Iì:il25)fì25909(l

Avg. Cost
per Un¡t
per Year

Total Cost
Cost pe r

Unit
Remain¡ng
Lile (Yea rs)

LJ*ful L¡fe
(Yea ß)Quant¡ty Units CosuunitComponent

$92, 1 82 $68 92.2619 3029.264 SF $3.15Replace asphalt walking Paths

ùJ s0.417 $3,900EA $650 56Replâce pond aerators

$55 $5.5110 $75,000$75,000 41 EAReplace deep well pumP beneath

Lake Lorene

s0 97$13,198 s10$13,198 '10 101 EAReplace Lake Ponce de Leon fountaÌn

pump

s3.68$25,000 $182 5I LS s25,000Landscaping and ìn¡gation âllotment

$7 $0 2430EA $9,726 301Replace 1 of 2 monument signs

$0.24s9,726 9714 301 EA $9.726Replace 2 of 2 monument signs

$6,00016 204 ËA s1 ,500Replace park signs

$7 $1.475 $1 0,000LS 91 0,000 11âssets replacement allotment

$5 $0.2320 $6,300s450 914 EAdog stations

s2 7620 $75,000 $55q75 ôna) 181 LSTreasure lsland park

s0.17$7, 1 00 $5$7,1 00 19 301shed 1 of 2

S0.17$7,100 s528 301 EA s7. 1 00shed 2 of 2

$40,000 $29 s5 88
1EA $40,000Iwhicle 1 ôf 2

$5 885 $40,000s40,000 3'1

Replace \€hicle 2 of 2

s0.55$22,s00 $17$2,500 26 309 EAReplace pole mounted LED lighls

s 12,000 $9 s0. s52 251 LS s 1 2,000Rebuild bridge tn Ponce de Leon park

There are no common sfructrlBs ¡n Íh¡s development

TheÊ are no common roofs ln lhls development

....:.

There arc no common exleiors ¡n th¡s development

Therc are no commoD electical expendttutÊs v'ilin¡n the duralion ot lh¡s repod



Average Cost Per Unit Per Year

3.20 SUMMARY OF AI\INUE]- ANT'ICIPATBO EXPNNSES

Usìng the conclusions descrìbed throughout "Sectìon 3.0 Physical Analysìs", the following Table 3.20 lists the annual anticipated

capital expenses for each reserve item in the year that we believe is most probable. All of these anticipated expenses already

have inflation factored into them at the assumed level that ìs listed in "section 4.3 Assumptions for Future lnterest Râte and

lnf lation".

l)i{( lÌ,ì,SSI( ) \.\l - lìì.:¡.J{\ ì - S'l t L)\ l,( )l{ 'I'WIN 1,,\l(l.S HOÀt !:OV'N ItR S ASSOCI^1'lON l). \ I lll) OC-l Ol} IjR 19, 2020

I)\(;t. 10()r'Jl l.Jrr.t,s.\\ft).u. ..\SSo(.1.\'l¡ls, l\(.. \\'\\\\"s.\\fl).\J..\ss()(..(lo\t ll':(2{)6) +12131)5 llr:(t25) iì25-9(}91)

Avg. Cost
per Unit
per Year

Totâl Cost
Cost pe r

Unit
Remain¡ng
L¡fe (Years)

Usful L¡fe
(Yea rs)Quant¡ty Unlts CosuUnitComponent

There are no coñmon plumb¡ng expendilues \4il¡nin lhe duration of lhts rcpotl

There are no common HVAC sysfems ¡n th¡s development

There are no common elevators in lhís development

Tlterc are no common firc protect¡on syslems ln lh¡s developmenl

3.r'!tl

$11 $3 683 $ 15,000$1 5,0001
Fum¡lure, fìxtures, and office

equipment allotmenl

Therc are no miscellaneous mechanical ¡tems nol ment¡oned in other areas of this table

Therc are no amên¡l¡es not ment¡oned in olher âreas of this lable

$35


