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Independent Auditor’s Report 

To the Board of Directors of White Pass Village Inn Association 

We have audited the accompanying financial statements of White Pass Village Inn Association (the “Association”), which 
comprise the balance sheet as of June 30, 2018, and the related statements of revenues, expenses, and changes in fund balance 
and cash flows for the year 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 audit.  We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan 
and perform the audit 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 White 
Pass Village Inn Association as of June 30, 2018, and results of its operations and its cash flows for the year then ended in 
conformity with accounting principles generally accepted in the United States of America 

Emphasis of a Matter – Fixed Assets (USFS Reporting Basis) 

Our audit was made for the purpose of forming an opinion on the basic financial statement, taken as a whole. We have not applied procedures 

to the accompanying Fixed Assets (USFS Reporting Basis) presented on Note 2 of this report.   

Emphasis of a Matter – White Pass Village Inn Rentals, LLC 

Our audit was made for the purpose of forming an opinion on the basic financial statement, taken as a whole. We have not applied procedures 

to the accompanying White Pass Village Inn Rentals, LLC balance sheets, statements of income, statement of cash flow, schedule of rentals and 

special computation presented on pages 12-16 of this report. 

Emphasis of a Matter on Future Major Repairs and Replacements 

Our audit was made for the purpose of forming an opinion on the basic financial statement, taken as a whole. We have not applied procedures 

to determine whether the funds designated for future repairs and replacements as discussed in Note 4 are adequate to meet such future costs, 

because such determination is outside the scope of our audit. Our opinion is not modified with respect to this matter. 

Disclaimer of Opinion of Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Supplementary Information on Future 
Repairs and Replacements on page 8 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 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. 

Newman & Associates CPA, PC 
Bellevue, Washington 
August 20, 2019
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The accompanying notes are an integral part of the financial statements 
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Operating Replacement

Fund Fund Total

Assets

Cash and cash equivalents 92,232$             81,511$             173,743$          

Inventory 26,381               -                     26,381               

Other receivable 16,417               -                     16,417               

Due from WPVI Rentals LLC 3,307                 -                     3,307                 

Assessments receivable 1,601                 -                     1,601                 

Total Assets 139,938$          81,511$             221,449$          

Liabilities

Prepaid assessments 48,157$             -$                   48,157$             

Accrued payroll and related 5,998                 -                     5,998                 

Accounts payable 2,357                 -                     2,357                 

Deferred income 1,500                 -                     1,500                 

Due to WPVI Rentals LLC 70                       -                     70                       

Total liabilities 58,082               -                     58,082               

Fund balances 81,856               81,511               163,367             

Total liabilities and fund balances 139,938$          81,511$             221,449$          
 

 
 

 



WHITE PASS VILLAGE INN ASSOCIATION 
STATEMENT OF REVENUE AND EXPENSES AND CHANGES IN FUND BALANCES 

For the Year Ended June 30, 2018 
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Operating Replacement

Fund Fund Total

Revenues

Owners' assessments 273,662$          -$                   273,662$          

Rental income 12,855               -                     12,855               

Other member income 3,529                 -                     3,529                 

Interest 28                       460                    488                    

Total revenues 290,074             460                    290,534             

Expenses

Utilities

Cable, internet and telephone 9,561                 -                     9,561                 

Water, sewer and snow removal 7,500                 -                     7,500                 

Electricity 2,584                 -                     2,584                 

19,645               -                     19,645               

Maintenance

Pool 42,951               -                     42,951               

Common area repairs and maintenance 20,797               -                     20,797               

Units 12 and 27 8,758                 -                     8,758                 

72,506               -                     72,506               

Administrative

Payroll and related 109,256             -                     109,256             

Insurance 65,252               -                     65,252               

Accounting and legal 15,135               -                     15,135               

Other administrative 5,172                 -                     5,172                 

Taxes 1,942                 -                     1,942                 

196,757             -                     196,757             

Major repairs and replacements -                     22,207               22,207               

Total expenses 288,908             22,207               311,115             

Excess(deficit) of revenues over(under) expenses 1,166                 (21,747)              (20,581)              -                     

Beginning fund balances 654,680             103,258             757,938             

Change in accounting principle (524,451)           -                     (524,451)           

Prior period adjustment (49,539)              -                     (49,539)              

Ending fund balances 81,856$             81,511$             163,367$          



WHITE PASS VILLAGE INN ASSOCIATION 
STATEMENT OF CASH FLOWS 

For the Year Ended June 30, 2018 
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Operating Replacement

Fund Fund Total

Excess(deficit) of revenues over(under) expenses 1,166$               (21,747)$           (20,581)$           

Adjustments to reconcile excess(deficit) of revenues 

over(under) expenses to net cash provided(used) by operating 

activities

Decrease (Increase) in operating assets:

Patronage Capital: Benton Rural Electric Association 49,539               -                     49,539               

Inventory 6,571                 -                     6,571                 

Other receivable 5,498                 -                     5,498                 

Prepaid insurance 5,242                 -                     5,242                 

Prepaid taxes 918                    -                     918                    

Assessments receivable (11,957)              -                     (11,957)              

Due from WPVI Rentals LLC (16,417)              -                     (16,417)              

Increase (decrease) in operating liabilities:

Accounts payable 41,782               -                     41,782               

Deferred income 600                    -                     600                    

Accrued payroll and related (5,342)                -                     (5,342)                

Due to WPVI Rentals LLC (30,300)              -                     (30,300)              

Prepaid assessments (36,827)              -                     (36,827)              

Net cash provided(used) by operating activities 9,307                 -                     9,307                 

Change in accounting principle (524,451)           -                     (524,451)           

Prior period adjustment (49,539)              -                     (49,539)              

Cash provided(used) by investing activities:

Property and equipment 524,451             -                     524,451             

Net cash flows from investing activities 524,451             -                     524,451             

Cash provided(used) by financing activities:

Net cash flows from financing activities -                     -                     -                     

Net increase(decrease) in cash and cash equivalents (39,066)              (21,747)              (60,813)              

Cash and cash equivalents at beginning of year 131,298             103,258             234,556             

Cash and cash equivalents at end of year 92,232$             81,511$             173,743$          

SUPPLEMENTAL DISCLOSURE

Income taxes paid -$                   

Interest paid -$                   
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1. Organization 
 
White Pass Village Inn Association (“Association”) comprises a 55-unit condominium complex which is 
located at White Pass in the state of Washington. The Association was incorporated as a Washington 
nonprofit corporation on June 29, 2017. The Association was formed to operate, preserve, repair, 
manage, maintain, and improve the common areas and to provide other services for the benefit of the 
owners.  
 
The Association derives its authority from the bylaws (as revised on September 29, 2001) and Second 
Amended Declaration of a Horizontal Property Regime document dated October 4, 1966.   The 
condominiums are made available on a rental basis to the general public via White Pass Village Inn 
Rentals, LLC, which is a single member Washington limited liability company organized and formed to 
manage rentals and related services on behalf of the condominium owners as their exclusive rental 
agent.  
 
2. Summary of Significant Accounting Policies 
 
Basis of Accounting 
The Association’s maintains its financial statements on the accrual basis of accounting which recognizes 
revenues when earned and expenses when incurred.  
 
Use of Estimates 
The preparation of financial statements in conformity with generally accepted principles requires the 
Board of Directors 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 
significantly from those estimates. 
 
Fund Accounting 

These financial statements present the Association’s account balances in fund accounting format. Fund 
accounting is the preferred industry reporting standard for common interest owner associations. Under 
fund accounting, the Association’s financial statements are segregated into the activities of its two 
principal funds: an operating fund and a fund for future major repairs and replacements (replacement or 
reserve fund). The operating fund presents data representing activity related to operations, while the 
replacement fund presents the activity related to major repairs and replacements of the components 
referred to in the Association’s reserve study. 
 
Property and Equipment 
FASB ASC 972 states that common interest owner associations do not capitalize common real property 

not directly associated with the units unless certain criteria are met. The Association has historically 

capitalized all improvements and additions to common area property and purchases of equipment. At 

June 30, 2018, the Association’s recorded cost of the common area property and equipment totaled 

$1,102,889, with accumulated depreciation totaling $591,320. For the purposes of these audited 

financial statements, the net book value of those capitalized assets has been written off to equity in 

accordance with industry reporting standards. 
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Cash and Cash Equivalents 
Cash and cash equivalents include the Association’s cash, checking accounts and money market funds. 
 
Subsequent Events 
Subsequent events have been evaluated through August 20, 2019, which is the date the financial 
statements were available to be issued. 
 
 
3. Assessments and Assessments Receivable 
  
Assessments receivable represent periodic charges specific to each unit for utilities and other costs 
incurred by or on behalf of the owner, and periodic billings for optional monthly installments of the 
annual budget assessments. Assessments receivable represent fees due from owners. The Association’s 
governing documents provide for various collection remedies for delinquent assessments and fees, 
including filing of liens on an owner’s unit, foreclosing on a unit owner, and obtaining a legal judgment 
on an owner’s other assets. Any excess operating funds are retained at the end of the fiscal year for use 
in future periods.  After the Association has exhausted all efforts to collect delinquent accounts, the 
Board of Directors may elect to write off uncollectible balances. 
 
 
4. Future Major Repairs and Replacements 
 
The Association’s governing documents require funds to be accumulated for future major repairs and 
replacements. Accumulated funds are held in separate bank accounts and are generally not available for 
expenditures for normal operations. 
 
The Board of Directors conducted a reserve study dated April 9, 2019, to estimate the remaining useful 
lives and the replacement costs of the components of common property. The table included in the 
unaudited supplementary information on Future Major Repairs and Replacements is based on this 
study. 
 
The Association is funding such major repairs and replacements over the estimated useful lives of the 
components based on the study’s estimates of current replacement costs, considering amounts 
previously accumulated in the replacement fund. Actual expenditures, however, may vary from 
estimated amounts and the variations may be material. Therefore, amounts accumulated in the 
replacement fund may not be adequate to meet future needs. If additional funds are needed, however, 
the Association has the right, subject to its governing documents, to increase regular assessments or to 
levy special assessments, or it may delay major repairs and replacements until funds are available. 
 
The Association's reserve study dated April 9, 2019, recommends a special assessment of $75,000 each 
year for the years 2019-2028 to fund the replacement fund deficit. 
  
5. Income Tax 
 
The Association elected to file federal income tax form 1120 as a homeowners’ association under 
Internal Revenue Code Section 277. The Association is generally taxed on income not related to 



WHITE PASS VILLAGE INN ASSOCIATION 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended June 30, 2018 

 

 
 
 

 9 

membership dues and assessments, such as interest income and non-member income. The Internal 
Revenue Service can generally examine the Association’s income tax returns for a period of up to three 
years from the date each return is filed. 
 
 
6. Utilities and Services Agreement 
 
In December 1986, the Association and White Pass Company, Inc. entered into an agreement whereby 
the White Pass Company, Inc. would assess the Association a fixed monthly fee for water and sewer 
utilities, garbage, and snow removal. Additional shared assessments for expenses incurred for repairs 
and maintenance are separately billed to the Association.  
  
7. Related Party Transactions – Amounts Due To/ From White Pass Village Inn Rental LLC 
 
White Pass Village Inn Rentals, LLC (“Rental LLC”) became a wholly owned subsidiary of White Pass 
Village Inn Association on July 29, 2016 (Note 1).  Certain expenses are shared between the Association 
and Rental LLC.  Balances owed by one entity to the other are presented in the Due from and Due to 
WPVI Rentals LLC accounts. 
 
8. United States Forest Service Special Use Permit 
 
The complex that comprises the Association’s property was constructed on public land through a Special 
Use Permit issued by the U.S. Forest Service to the White Pass Company, Inc. The Association holds a 
sub-lease with White Pass Company, Inc. for access to those land use rights and obligations conferred by 
the Special Use Permit. The current permit became effective on October 1, 1994 and was issued for a 
30-year period ending December 31, 2025.  
 
The permit requires the Association to pay a fee for the fair market value of the permitted use. The fee 
is based on a graduated rate applied to room rental sales, other sales, and the value of the owner usage. 
The fee is computed using a fiscal period ending September 30. The minimum fees for the fiscal period 
ended June 30, 2018 are $17,261. 
 
The fees are primarily attributable to room rental sales activities of the Rental Agent and are, therefore, 
recorded as an operating expense of the Rental Agency. The portion of the fee attributable to the value 
of the individual owners’ usage, $6,695, is charged specifically to each owner. 
 
The permit also requires that the Association maintain a daily minimum availability to the general public 
of a weighted average initially at 20% as of the date the permit was issued, updated annually and 
increasing to 40% on those units where ownership has changed. At June 30, 2018, the required 
minimum daily public availability percentage was computed to be 35%. 
  
Other provisions of the permit require the Association to secure approval from the U.S. Forest Service 
for building and grounds improvements, maintain specified minimums of insurance coverage, make 
certain advertising disclosures, provide certain public notices, and further provide details of usage 
restrictions and limitations, definitions, penalties, termination, revocation or suspension conditions, and 
other compliance requirements.  
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Entities leasing property from the U.S. government or its agencies are required to pay to the 
Washington State Department of Revenue a Leasehold Excise Tax. The tax is computed at 12.84% of the 
fees paid to the U.S. government  
  
9. Change in Accounting Principle 
 
During the year ended June 30, 2018, the Association recorded an adjustment to account for the 
capitalized net fixed assets balance of $524,451 as of the beginning of the year as an expense (see Note 
2).  This change in accounting principle is reflected as a reduction of the operating fund balance.    
 
 
10. Prior Period Adjustment 
 
The Board determined the collectability of the Patronage Capital BREA Credit accounting totaling 
$49,539 at June 30, 2017 to be remote.  The Board has therefore elected to write off the balance as a 
prior period adjustment. 
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The Association’s Board of Directors, in conjunction with a reserve study expert, conducted a reserve 
study dated April 9, 2019 to estimate the remaining useful lives and the replacement costs of the 
components of common property. Replacement costs were based on the estimated costs to repair or 

replace the common property components on the date of the study. The study recommended a special 
assessment of $75,000 each year for the years 2019-2028 (Note 4). 
 
The following information is based on the study and presents significant information about the 
components of common property. 

 

Study Component

Estimated 

remaining 

useful lives

Estimated 

current 

replacement 

costs

Site and grounds 10 10,500$             

Pool & spa areas 1-17 57,000               

Building exterior 0-39 1,480,850         

Building interior 4-5 6,500                 

Systems and equipment 1-22 86,100               

1,640,950$       

Replacement fund balance at 81,511$             

Other Assumptions:

Interest rate 1.00%

Inflation rate 3.00%

June 30, 2018
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