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1. SUMMARY OF ACCOUNTING POLICIES - continued

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Inventories
Reporting entity Inventories are comprised primarily of maintenance, housekeeping, and other
The Leaseholders: Fairmont Vacation Villas at Mountainside (“the organization”) supplies, and are carried at the lower of cost, determined on a first-in first-
These financial statements include the net assets held, revenue earned and out basis, and net realizable value.
expenses incurred on behalf of the leaseholders of Fairmont Vacation Villas
at Mountainside by the manager, Fairmont Financial Services Ltd. The villas Equipment, vehicles and building
are located at Fairmont Hot Springs, B.C. Equipment, vehicles and building are carried at «cost less accumulated
amortization. Amortization is recorded by applying a rate of 20% on a
The organization is a non-profit entity, with the excess of revenue straight-line basis.
(expenses) for the year being credited to (recoverable from) leaseholders by
inclusion in the next year’s revenue (expenses). Replacement Reserve
A portion of the fees paid by the leaseholders is transferred to a reserve for
Adoption of Canadian accounting standards for private enterprises future replacement expenditures. The reserve is also increased by interest
These financial statements have been prepared in accordance with Canadian earned on reserve investments, and is reduced as expenditures are made.
accounting standards for private enterprises (ASPE).
Revenue
Effective January 1, 2011 the organization adopted the requirements of the Fees are invoiced to leaseholders yearly and are recognized as revenue on a
Canadian Institute of Chartered Accountants (CICA) Handbook - Accounting, calendar-year basis. Interest income is recognized on an accrual basis, and
electing to adopt the new accounting framework, ASPE. These are the other revenue is recognized as rental commissions are earned, goods are sold,
organization’s first financial statements prepared in accordance with ASPE, and or services are provided.
the ASPE standards have been applied retrospectively. The accounting policies
in this note have been applied in preparing the financial statements for the Income taxes
year ended December 31, 2011, the comparative information presented in these Due to its nature as a non-profit entity, the organization does not pay income
financial statements for the year ended December 31, 2010 and the opening ASPE taxes.

balance sheet at January 1, 2010 (the organization’s date of transition).
2. ACCOUNTS RECEIVABLE - LEASEHOLDERS’ FEES

The organization previously issued financial statements for the year ended 2011 2010

December 31, 2010 using generally accepted accounting principles prescribed by - -

CICA Handbook - Accounting XFI. The adoption of ASPE had no impact on the Accounts receivable - leaseholders’ fees

previously reported assets or liabilities of the organization, and accordingly Fairmont Hot Springs Resort Ltd. {(note 6) $ = $ 107,327

no adjustments have been recorded in the comparative balance sheet or

statements of revenue and expenses and cash flows. Certain of the Other leaseholders 260,822 135,086

organization’s disclosures included in these financial statements reflect the Less provision for doubtful accounts 104,688 23,950

new disclosure requirements of ASPE. 156,134 111,136
Financial instruments $ 156,134 $ 218,463

Financial instruments are initially recorded at fair value and subsequently

measured at amortized cost, reduced by adjustments for impairment if Management is of the opinion that the provision for doubtful accounts at

applicable. December 31, 2011 is adequate.

Cash and operating cash
Cash is comprised of cash in bank and investment accounts and cash on hand.

Operating cash is cash used for operating purposes, and excludes cash in the
Replacement Reserve.
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3. EQUIPMENT, VEHICLES AND BUILDING 6. TRANSACTIONS WITH RELATED PARTIES
2011 2010 2011 2010
Accumulated T a) Expenses include the following amounts paid to
Cost Amortization Net Net related parties
Equipment and furniture - Fairmont Financial Services Ltd. (the manager)
Office $ 116,001 s 94,694 K 21,307 s 32,809 Management fees (15% of leaseholders’ fees)$ 415,239 $ 398,895
Maintenance 75,782 69,774 6,008 11,441
Recreation centre 28,431 28,431 - - Fairmont Hot Springs Resort Ltd. (a developer
Vehicles 99,538 89,340 10,198 14,277 and lessor)
Maintenance building 12,545 12,545 - - Waste disposal and water (regulated rates) § 87,120 $ 80,606
$ 332,297 $ 294,784 3 37,513 $ 58,527 b) Fairmont Hot Springs Resort Ltd. owns a number of leases and pays leaseholders’
- fees on the same basis as other leaseholders. During the vyear ended
4. REPLACEMENT RESERVE December 31, 2011 these fees were approximately $ 30,000.
2011 2010
Replacement Reserve Assets _ 7. FINANCIAL INSTRUMENTS
Investments The organization's financial instruments are cash, accounts receivable, receivable
Bonds from leaseholders - excess of expenses, investments in bonds, bank advances,
Amortized cost S 470,365 $ 469,952 accounts payable, payables to Fairmont Financial Services Ltd. and Fairmont Hot
Accrued interest 4,882 3,595 Springs Resort Ltd. and prepaid leaseholders’ fees.
Cash 32,499 16,275
507,746 489,822 The organization has significant credit risk, which could lead to liquidity risk,
Receivable from operating 157,110 16,460 in respect of leaseholders’ fees receivable (note 2), as collectability of fees in
664,856 506,282 arrears is largely dependent upon future resales of the leases.
Replacement Reserve Liabilities B
Bank advances ({(note 5) 275,748 200,524 8. MEASUREMENT UNCERTAINTY AND ESTIMATES
The preparation of financial statements in conformity with Canadian accounting
Replacement Reserve Net Assets $ 389,108 $ 305,758 standards for private enterprises requires management to make estimates and
- assumptions that affect the reported amounts of assets and liabilities and
Replacement Reserve disclosure of contingent assets and liabilities at the date of the financial
Balance at beginning of year $ 305,758 S 514,098 statements and the reported amounts of revenue and expenses during the period.
Annual fees transferred 482,103 482,103 Actual results could differ from those estimates.
Interest earned 17,425 23,897
805, 286 1,020,098 The measurement uncertainties and assumptions which may be material are the
Expenditures (416,178) (714,340) adequacy of the provision of doubtful accounts (notes 2 and 7) and the
classification of leaseholders’ fees receivable as a current asset, which is
Balance at end of year $ 389,108 § 305,758 dependent upon the time of collection of those receivables.

The organization’s investment in bonds is comprised of a variety of federal,
provincial and corporate bonds with stated interest rates of 3.7% to 6.28% (2010 -
3.7% to 7.183%) and maturity dates ranging from 2012 to 2021.

5. BANK ADVANCES

2011 2010
Replacement Reserve (note 4)
Demand loan, secured by charge over
Replacement Reserve investments (note 4),
with interest payable at bank prime rate
plus 1 4% $ 275,748 $ 200,524
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| am pleased to enclose our audited annual financial statements for the year ending December 31,

2011.

We will finish and close the year over budget and carry forward a deficit into the 2012 operating

expenses. The budget was sent 1o all owners last November.

Major expenditures over budget were hydro, propane, bad debt provision, and housekeeping
supplies. We had an unseasonably cold January and February in 2011 which contributed to the
overage in our heating costs. The largest shortfall on the income side was rental income. We are
looking at various ways to increase rentals especially with the units that are in foreclosure due to

maintenance fees not being paid. Rental income would then offset some of the fees.

Regarding the provision for doubtful accounts, all efforts will be made to sell off the foreclosure leases
so we won't have to use this reserve when calculating the 2013 fees. We are currently negotiating
with a marketing organization to move the foreclosed leases to present and future owners.

For owners, friends and neighbours interested in acquiring additional vacation oppertunities, there are
a number of foreclosed leases to be sold at very attractive prices. For information on how you can

own additional time at low cost please contact David at info@mountainsidevillas.com.

Replacement / refurbishment expenditure in 2011 were less than collections. We are pleased fo
project that after a few years of higher than average refurbishing costs; we will be rebuilding our total
reserve to a more sustainable number. We are pleased to report that after 33 years of management,
we have never had to present a special assessment to our members for additional funds to cover

refurbishing costs, and plan to be able to continue this excellent record.

| trust that you find the financial results for 2011 satisfactory.

Again, | wish to extend my thanks and appreciation to your Villa Management team for doing an

outstanding job of retaining the highest quality rating in the industry and a moderate cost.

Wishing you the very best in the coming year, | remain,

Yours truly.

5T

Don Seable
President
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