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ELEION

PROFESSIONAL
ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Members of Jensen Lakes Homeowners Association
Opinion

We have audited the financial statements of Jensen Lakes Homeowners Association (the "organization"),
which comprise the statement of financial position as at December 31, 2023, and the statements of
revenues and expenditures, changes in net assets and cash flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the organization as at December 31, 2023, and the results of its operations and cash flows for
the year then ended in accordance with Canadian accounting standards for not-for-profit organizations
(ASNPO).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the organization in accordance
with ethical requirements that are relevant to our audit of the financial statements in Canada, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with ASNPO, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the organization's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the organization or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the organization's financial reporting
process.

(continues)
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Independent Auditor's Report to the Members of Jensen Lakes Homeowners Association (continued)

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

o Obtain an understanding of internal control relevant to the audit 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 organization’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’'s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the organization’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the organization to cease to
continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal

control that we identify during our audit.
i i Osing -4
Edmonton, Alberta
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JENSEN LAKES HOMEOWNERS ASSOCIATION
Statement of Financial Position
As at December 31, 2023

2023 2022
Restated
ASSETS
CURRENT
Cash & cash equivalents $ 84,663 % 124,017
Accounts receivable 2,707 18,349
Prepaid expenses 6,899 6,687
$ 94,269 $ 149,053
LIABILITIES
CURRENT
Accounts payable and accrued liabilities $ 14,919 § 17,757
Goods and services tax payable 5,417 1,967
Employee deductions payable 1,893 -
Prepaid HOA fees 75,825 84,052
Operational loan - Melcor Developments (Note 4) 60,000 -
158,054 103,776
NET ASSETS
General (63,785) 45,277

$ 94,269 §$ 149,063
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JENSEN LAKES HOMEOWNERS ASSOCIATION
Statement of Revenues and Expenditures
For the Year Ended December 31, 2023

2023 2022
Restated
REVENUE
Membership fees $ 211,279 $ 143,100
Concession fees 4,243 -
Event revenue 1,444 -
216,966 143,100
EXPENSES
Administration/managment fees 36,000 30,050
Bank charges and merchant fees 5,223 4,516
Insurance 7,324 3,713
Office supplies 22,586 17,798
Utilities - electricity 7,394 6,978
Utilities - gas/ heating 2,135 1,449
Utilities - waste removal 1,544 1,307
Seasonal lighting 3,190 -
Uniforms 1,503 1,263
General start up costs - 31,961
Equipment & furniture 9,767 13,958
Professional fees 4,000 4,010
Repairs and maintenance 35,929 35,304
Salaries and wages 179,192 112,937
Community events 2,518 3,433
Telephone 2,079 1,982
Supplies & sundry expense 5,536 7,259
Utilities - sewer & water 73,863 118
399,783 278,036
DEFICIENCY OF REVENUE OVER EXPENSES FROM
OPERATIONS (182,817) (134,936)
OTHER INCOME
Interest on membership fees 1,324 2,133
Water fill contributions from Melcor 72,431 -
73,755 2,133
DEFICIENCY OF REVENUE OVER EXPENSES $ (109,062) $ (132,803)

See notes to financial statements



JENSEN LAKES HOMEOWNERS ASSOCIATION
Statement of Changes in Net Assets
For the Year Ended December 31, 2023

2022
2023 Restated

NET ASSETS - BEGINNING OF YEAR
As previously reported
Prior period adjustment

As restated
DEFICIENCY OF REVENUE OVER EXPENSES

NET ASSETS - END OF YEAR

$ 41,961 $ 178,080
3,316 -

45,277 178,080
(109,062) (132,803)

$  (63,785) $ 45,277

Statement of Cash Flows
Year Ended December 31, 2023

2023 2022
Restated

OPERATING ACTIVITIES
Cash receipts from members
Cash paid to suppliers and employees
Interest received
Interest paid
Goods and services tax

Cash flow used by operating activities

FINANCING ACTIVITY
Advances from Melcor

DECREASE IN CASH FLOW
Cash - beginning of year

CASH - END OF YEAR

$ 296,812 % 221,651

(395,716) (270,651)
1,324 2,133
(5,224) (4,516)
3,450 1,538
(99,354) (49,845)
60,000 -
(39,354) (49,845)
124,017 173,862

$ 84,663 $ 124,017

See notes to financial statements



JENSEN LAKES HOMEOWNERS ASSOCIATION
Notes to Financial Statements
Year Ended December 31, 2023

PURPOSE OF THE ORGANIZATION

Jensen Lakes Homeowners Association (the "Association") is a not-for-profit organization
incorporated provincially under the Companies Act of Alberta.Management has determined that they
are exempt from the payment of income tax under Section 149 (1) of the Income Tax Act.

The Association is located in St. Albert Alberta and exists to maintain the community's features and
amenities. The Association is managed by Core Management, and is governed by a voluntary Board
of Directors, constituted, appointed and elected pursuant to the By-Laws of the Association.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements were prepared in accordance with Canadian accounting standards for not-
for-profit organizations (ASNFPO).

Cash and cash equivalents

Cash consists of balances held in the financial institution & term deposits with maturity less than 3
months.

Revenue recognition

Jensen Lakes Homeowners Association follows the deferral method of accounting for membership
fees.

Membership fees are recognized as revenue in the year they relate to. The amounts are recognized
as revenue when received or receivable if the amount to be received can be reasonably estimated
and collection is reasonably assured.

Convenience fees are recognized when they are earned which is at the time of payment of
membership fees.

Interest income is accrued as it is earned

Concession revenue is recorded when it is earned.

Contributed goods & services

The operations of the organization depend on the contribution of time by a volunteer board & goods
donated to the association. The fair value of those donated services that cannot be reasonably
determined are therefore not reflected in these financial statements. Contributed goods and services
where the fair value can be determined are recognized to the extent that they would have been
purchased in the normal course of operations.

Measurement uncertainty

The preparation of financial statements in conformity with Canadian accounting standards for not-for-
profit organizations requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the period are
periodically reviewed and any adjustments necessary are reported in earnings in the period in which
they become known. Actual results could differ from these estimates.

(continues)




JENSEN LAKES HOMEOWNERS ASSOCIATION
Notes to Financial Statements
Year Ended December 31, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial instruments are recorded at fair value when acquired or issued. In subsequent periods,
financial assets with actively traded markets are reported at fair value, with any unrealized gains and
losses reported in income. All other financial instruments are reported at amortized cost, and tested
for impairment at each reporting date. Transaction costs on the acquisition, sale, or issue of financial
instruments are expensed when incurred.

Financial assets are tested for impairment when changes in circumstances indicate that the asset
could be impaired.

When financial instruments that include both a debt and an equity component are issued, the
proceeds are allocated firstly to the component for which the fair value is more readily determinable,
and the residual is allocated to the other component.

FINANCIAL INSTRUMENTS

The organization is exposed to various risks through its financial instruments and has a
comprehensive risk management framework to monitor, evaluate and manage these risks. The
following analysis provides information about the organization's risk exposure and concentration as of
December 31, 2023.

Credit risk

Credit risk arises from the potential that a counter party will fail to perform its obligations. The
organization is exposed to credit risk from customers. In order to reduce its credit risk, the
Association has implemented a firm collections policy and contracts an arm's length third-party to
collect on overdue accounts. Additionally, the Association places a lien on the property that is
overdue to ensure collection upon sale of the home. The Association also has a growing
membership which reduces the concentration of credit risk.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The organization is exposed to this risk mainly in respect of its receipt of funds
from its customers and other related sources, callable debt in the form of notes payable, accounts
payable, and accrued liabilities

Unless otherwise noted, it is management’s opinion that the organization is not exposed to significant
other price risks arising from these financial instruments.




JENSEN LAKES HOMEOWNERS ASSOCIATION
Notes to Financial Statements
Year Ended December 31, 2023

RELATED PARTY TRANSACTIONS

The Management Agreement grants Melcor and Villeneuve control of the management of the
Association and management of the community amenities until the effective date.

The Effective Date is defined as the later of:

a) 6 months after the date upon which Villeneuve has sold its last land(s) within the Jensen Lakes
lands

b) The date upon which all monies owed by the association have been repaid

Villeneuve may, at an earlier date and at its discretion, transfer portions of the amenities or certain
aspects of management to the Association. After the effective date, the Association becomes
independent from Melcor and Villeneuve and will no longer receive their financial support.

The following is a summary of the association's related party transactions:

2023
Related party transactions
Melcor Developments Ltd.
(developer)
Amount Payable for Operational Loan $ 60,000

In the 2023 fiscal year-end an operational loan was received from Melcor in the amount of $60,000 to
fund shotrfalls within the organization (2022 - $0). These transactions are in the normal course of
operations and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.

IN-KIND CONTRIBUTIONS

During the year, the Association received measurable donated goods from Melcor to cover water fill
expenses totaling $72,431 (2022 -$0).

RESTATEMENT
During the course of the 2023 audit, we discovered that an amount receivable from Melcor had
already been received in 2022. As a result, revenue, GST and accounts receivable from members
were understated:

The effect of the requirement prior period adjustment is as follows:

2022 Originally Change 2022
Reported Restated

Statement of Financial Position:

Accounts receivable $ 9,826 $ 3,704 $ 13,307
GST payable (1,579) (388) (1,744)
Unrestricted net deficiency 41,961 3,316 45,277
Statement of Operations

Revenue (139,784) (3,316) (143,100)
Deficiency of revenue over expenditure 136,119 (3,316) 133,160

COMPARATIVE FIGURES
Some of the comparative figures have been reclassified to conform to the current year's presentation.






