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INDEPENDENT AUDITORS’ REPORT

Bbard of Directors and Members
PGA West Master Association
La Quinta, California

Report on the Financial Statements

We have audited the accompanying financial statements of PGA West Master Association (a non-profit
corporation), which comprise the balance sheets as of December 31, 2020 and 2019, and the related statements

of revenue, expenses and changes in fund balances, and cash flows for the years 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 audits. We conducted our
audits in accordance- with auditing standards generally accepted in the United States of America. Those

standards require that we plan and perform the audits 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.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of PGA West Master Association as of December 31, 2020 and 2019, and the results of its operations and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the United

States of America.
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Board of Directors and Members
PGA West Master Association
La Quinta, California

(Continued)

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedules of expenses on page 10 are presented for purposes of additional analysis and are not a
required part of the financial statements. Such information is the responsibility of the Association’s management
and was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audits of the
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generaily

accepted in the United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

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 11 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.

Piabo « CQ/LQLM,LI;V

Palm Springs, California

February 24, 2021



ASSETS
Cash
Certificates of deposit
Assessments receivable
Prepaid expense
Interest receviable
Other receivables
Interfund loan

LIABILITIES
Accounts payable
Income taxes payable
Prepaid assessments
Refundable construction deposits

FUND BALANCES
Operating fund
Replacement fund

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

PGA WEST MASTER ASSOCIATION

BALANCE SHEETS

DECEMBER 31, 2020 AND 2019

ASSETS
Operating Replacement TOTALS

Fund Fund 2020 2019
$ 512,487 $ 734,793 $ 1,247,280 $ 686,127
450,000 1,950,000 2,400,000 2,400,000
2,881 - 2,881 58,161
22,953 - 22,953 16,230
3,662 676 4,338 16,067
237 - 237 2,865
6,343 (6,343) - -
$ 998,563 $ 2,679,126 $ 3,677,689 $ 3,179,450

LIABILITIES AND FUND BALANCES

$ 518,125 $ 27,835 $ 545960 $ 369,201
- - - 18,666
- - - 3,306
79 - 79 79
518,204 27,835 546,039 391,252
480,359 - 480,359 464,186
- 2,651,291 2,651,291 2,324,012
480,359 2,651,291 3,131,650 2,788,198
$ 998,563 $ 2,679,126 $ 3,677,689 $ 3,179,450
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REVENUES

Member assessments

PGA WEST MASTER ASSOCIATION

STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN FUND BALANCES

YEAR ENDED DECEMBER 31, 2020

Gate reimbursement income

Transponder fees
Rental income
Interest income
Other income

EXPENSES

Landscaping
Gates and patrol

Common area repair & maintenance

Administration
Rental expenses
Income taxes

Replacement fund expenditures

Excess of revenues over expenses

FUND BALANCES, beginning of the year

Excess of revenues over expenses

FUND BALANCES, end of year

Operating Replacement

Fund Fund Total
$ 3,227,250 $ 450,000 3,677,250
18,909 - 18,909
348,348 - 348,348
84,820 - 84,820
6,969 20,881 27,850
4,003 - 4,003
3,690,299 470,881 4,161,180
1,004,492 - 1,004,492
2,192,216 - 2,192,216
143,879 - 143,879
283,684 - 283,684
23,933 - 23,933
25,922 - 25,922
- 143,602 143,602
3,674,126 143,602 3,817,728
$ 16,173 $ 327,279 343,452
$ 464,186 $ 2,324,012 2,788,198
16,173 327,279 343,452
$ 480,359 $ 2,651,291 3,131,650

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

Member assessments

PGA WEST MASTER ASSOCIATION

STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN FUND BALANCES

YEAR ENDED DECEMBER 31, 2019

Gate reimbursement income

Transponder fees
Interest income
Other income

EXPENSES

Landscaping
Gates and patrol

Common area repair & maintenance

Administration
Income taxes

Replacement fund expenditures

Excess (deficiency) of revenues over expenses

FUND BALANCES, beginning of the year

Excess (deficiency) of revenues over expenses

FUND BALANCES, end of year

Operating Replacement

Fund Fund Total
$ 2,859,329 $ 652,800 3,612,129
14,400 - 14,400
399,422 - 399,422
6,012 37,800 43,812
150 - 150
3,279,313 690,600 3,969,913
846,799 - 846,799
2,070,214 - 2,070,214
129,971 - 129,971
330,423 - 330,423
33,181 - 33,181
- 262,823 262,823
3,410,588 262,823 3,673,411
$ (131,275) $ 427777 296,502
$ 595461 $ 1,896,235 2,491,696
(131,275) 427,777 296,502
$ 464,186 $ 2,324,012 2,788,198

The accompanying notes are an integral part of these financial statements.
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PGA WEST MASTER ASSOCIATION
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2020 AND 2019

Operating  Replacement TOTALS
Fund Fund 2020 2019
NET CASH FLOWS FROM OPERATING ACTIVITIES
Excess of revenues over expenses $ 16173 $ 327,279 $ 343452 $ 296,502
Adjustments to reconcile revenues over expenses
to net cash flow from operating activities:
(Increase) Decrease in:
Assessments receivable 55,280 - 55,280 37,486
Prepaid expense (6,723) - (6,723) 824
Interest receviable (872) 12,601 11,729 (1,808)
Other receivables 2,628 - 2,628 (2,865)
Interfund loan (6,343) 6,343 - -
Increase (Decrease) in;
Accounts payable 160,374 16,385 176,759 163,791
Income taxes payable (18,666) - (18,666) 18,666
Prepaid assessments (3,306) - (3,306) (12,183)
Net cash provided by operating activities 198,545 362,608 561,153 500,413
NET CASH FLOWS FROM INVESTING ACTIVITIES
Sale of certificates of deposit 450,000 1,950,000 2,400,000 1,725,000
Purchase of certificates of deposit (450,000) {1,950,000) (2,400,000)  (2,400,000)
Net cash used by investing activities - - - (675,000)
Net increase (decrease) in cash 198,545 362,608 561,153 (174,587)
CASH, beginning of year 313,942 372,185 686,127 860,714
CASH, end of year $ 512487 $ 734,793 $ 1247280 $ 686,127
SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION
Cash paid during the year for:
Income taxes $ 51,876 $ 7,580

The accompanying notes are an integral part of these financial statements.
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PGA WEST MASTER ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

PGA West Master Association was organized as a not-for-profit corporation for purposes of
maintaining and preserving common property within the development, located in La Quinta,
California. The Association began its operations in December 1985. Membership in the Association
is mandatory for all homeowners in PGA West Residential | Association, PGA West Residential ||

Association, PGA West Fairways Association and developers of property within the areas of the
Association.

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

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

Property and Equipment

Real property and common areas acquired from the developer and related improvements to such
property are not reflected on the Association's financial statements.

Property and equipment related to expenditures for major repairs and replacements are accounted
for as replacement fund expenditures for purposes of financial reporting.

Personal property and equipment acquired by the Association are recorded at cost and are
depreciated over their estimated useful lives using the straight-line method of depreciation.

Member Assessments

Association members are subject to 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's policy is to retain
legal counsel and place liens on the properties of homeowners whose assessments are delinquent.

Cash Equivalents

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

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.




PGA WEST MASTER ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

Homeowners' associations may elect to be taxed as regular corporations or as homeowners'
associations. The Association elected to be taxed as a regular corporation for the years December
31, 2020 and 2019. Under the election, the Association generally is taxed on non-membership

income, such as interest earnings, at regular federal and state corporate tax rates. Membership
income may be excluded from taxation if certain elections are made.

Date of Management's Review

Subsequent events have been evaluated through February 24, 2021, which is the date the financial
statements were available to be issued.

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. Assessments receivable
at December 31, 2020 and 2019 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. At December 31, 2020 and 2019 management believed all
receivables to be collectible.

Monthly assessments were $82 - $164 for the year ending December 31, 2020 and $78 - $156 for

the year ended December 31, 2019, depending on location. Of those amounts, $12 in 2020 and
$18 in 2019 was designated to the replacement fund.

The owner(s) of the commercial core are assessed 20% of the “Tier " expenses and for gate
expenses. The owner(s) were assessed $174,308 for 2020 and $180,063 for 2019.

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

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

NOTE 2: 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 accounts and are generally not
available for expenditures for normal operations.

The Board of Directors engaged an outside consultant to conduct a study in November 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. Funding requirements
consider an annual inflation rate of 3.0 percent and interest of 1.0 percent before taxes, on amounts
funded for future major repairs and replacements. The table included on page 11 in the unaudited
supplementary information on future major repairs and replacements is based on the study.




PGA WEST MASTER ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2020 AND 2019

NOTE 2. FUTURE MAJOR REPAIRS AND REPLACEMENTS (Continued)

The Board is funding for major repairs and replacements over the remaining useful lives of the
components based on the study's estimates of current replacement costs and considering amounts
previously accumulated in the replacement fund. Accordingly, $425,000 has been included in the
2021 budget. Because actual expenditures may vary from the estimated future expenditures and
the variations may be material, amounts accumulated in the replacement fund are not guaranteed
to be adequate to meet all future needs for major repairs and replacements. |f additional funds are
needed, the Association has the right, subject to the CC&R's, to increase regular assessments,
pass special assessments, or delay major repairs and replacements until funds are available.

NOTE 3: COMMON PROPERTY

On December 31, 2020 and 2019, the Association held title to common real property consisting of
land, roads, fountains, and greenbelts. The Association is responsible for preserving and
maintaining the properties and may not dispose of them. In conformity with industry practice, the
Association's common property is not recognized as assets.




PGA WEST MASTER ASSOCIATION

SCHEDULES OF EXPENSES

YEARS ENDED DECEMBER 31, 2020 AND 2019

LANDSCAPING
Contract landscape
Water
Plant replacement
Summer color
Winter color
Landscape extras
Chemicals
Irrigation repair
Tree trimming

GATES AND PATROL
Security contract
Patrol vehicles
Extra security services

" Transponders

Gatehouse maintenance
Telephone
System install
Miscellaneous

COMMON AREA REPAIR & MAINTENANCE
Gate maintenance
Signage repair
Lighting repairs
Electricity
Fountain service
Pest control
Holiday lighting
Street sweeping

ADMINISTRATION
Legal and accounting
Management service
Insurance
Office expense
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2020 2019
$ 643,659 $ 572,669
223,229 173,032
13,689 7,047
15,372 14,131
14,642 13,586
35,503 2,441
5,922 2,791
16,476 25102
36,000 36,000
$ 1,004,492 $ 846,799
$ 1,854,219 $ 1,714,764
49,768 47,088
5,821 12,932
92,652 39,034
57,214 63,714
35,394 30,020
3,309 5,389
93,839 157,273
$ 2,192,216 $ 2,070,214
$ 29,426 $ 40,018
14,396 -
13,545 14,030
54,102 48,336
7,805 4,645
2,130 1,792
22,300 19,750
175 1,400
$ 143,879 $ 129,971
$ 20,595 $ 57,126
176,795 191,618
45,500 41,645
40,794 40,034
$ 283684 $ 330,423




PGA WEST MASTER ASSOCIATION

SUPPLEMENTARY INFORMATION ON
FUTURE MAJOR REPAIRS AND REPLACEMENTS

DECEMBER 31, 2020

(UNAUDITED)

The Board of Directors engaged an outside consultant to conduct a study in November 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. Funding requirements consider an annual inflation rate

of 3.0 percent and interest of 1.0 percent before taxes, on amounts funded for future major repairs and
replacements.

The following table is based on the study and presents significant information about the components of the
common property.

Estimated Estimated
Remaining Current 2021
Useful Lives Replacement Funding
Components (In Years) Costs Reguirements
Asphalt & Concrete 0-24 $ 1,782,898 $ 96,721
Electrical/Lights 1-34 201,960 12,251
Gates, Equipment 1-31 465,500 39,606
Gatehouses 1-28 742,020 59,599
Gates, Access System 1-10 173,232 14,465
Irrigation 1- 7 249,400 30,299
Landscape 0-13 1,474,600 142,198
Paint 0- 8 188,840 16,379
Signage 1-26 110,307 9,594
Water Features 1-11 60,200 3,220
Income Taxes - - 668

$ 5448957 $ 425,000

Replacement Fund Balance as of December 31, 2020 $ 2,651,291

1




