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GVR

AGENDA
BOARD OF DIRECTORS SPECIAL MEETING

Wednesday, April 5, 2023 — 1pm
West Center Auditorium / Zoom
*Code of Conduct

Directors: Nancy Austin, Kathi Bachelor, Barbara Blake, Ted Boyett, Jim Carden, Carol Crothers, Laurel
Dean, Beth Dingman, Marge Garneau, Steve Gilbert, Bart Hillyer, Bev Lawless, Scott Somers
(non-voting)

AGENDA TOPIC
1. Call to Order / Roll Call — Establish Quorum

2. Amend/Adopt Agenda
3. Action Items

A. Approval of Committee Chairs (Garneau)
B. Acceptance of Audit (Webster)

4. Member Comments - Regarding Consent Agenda and/or Non-Agenda Items. Speakers are asked to provide their name
and GVR member number. Please limit comments to two (2) minutes.

5. Adjournment

* GVR encourages members to voice concerns and comments in a professional, business-like, and respectful manner.






Action Item 3.A.

Green Valley Recreation, Inc.
W Board of Directors Special Meeting
G\/R Appointment and Approval of Committee Chairs
Prepared By: Nanci Moyo, Admin. Sup. Meeting Date: April 5, 2023
Presented By: Marge Garneau, President Consent Agenda: No

Originating Committee / Department:
Board President

Action Requested:
Approve 2023-24 Committee Chairpersons nominated by the President.

Strategic Plan Goal:
Goal 5: Provide sound, effective governance and leadership for the corporation.

Background Justification:

GVR Bylaws, Article VIII, Section 1 states the Board of Directors shall establish
the following Standing Committees: Board Affairs, Fiscal Affairs, Nominations &
Elections, Planning and Evaluation, and Investments. Section 3 states the Audit
Committee chairperson is nominated by the President and Finance Director of
the Corporation, with Board approval. The Chairperson of each Standing or
other Special Committee of the Board is nominated by the President with Board
approval.

Committee members are appointed by the committee chairperson, after review
of applications by the Board President, CEO, and Committee Chair. The Board
will be informed of committee members at the Regular Meeting of the Board in
April.

Fiscal Impact:
None

Board Options:
1) Approve 2023-24 Committee Chairpersons nominated by the President.
2) Oppose the 2023-24 Committee Chairpersons nominated by the
President.

Recommended Motion:
I move to approve the appointment of 2023-24 Committee Chairpersons
nominated by the President.

Attachments:
1) CPM: Part 3 Committees
2) Proposed Meeting Schedules for the Committees







Attachment 1

PART 3: COMMITTEES

SECTION 1 - GENERAL

3.1.1 Committees of The Board of Directors

A. Standing and Special/Ad Hoc Committee Chairpersons must be
Directors. Chairpersons shall be nominated by the President, subject to
approval of the Board. Each Committee will have a staff liaison selected
by the CEO.

B. Each Director shall have the opportunity to, and be encouraged to, serve
on at least one Committee, and not more than two (2). The Board
President is ex officio to all Committees, except for Audit Committee and
Nominations & Elections Committee. As soon as possible Directors shall
inform the President of their committee preferences and/or willingness
to be a committee chair.

C. Board standing Committee Chairpersons shall remain active until the
appointment of new Committee Chairpersons.

D. Members are encouraged to apply for committee positions and if
possible, serve for multiple years. It is recommended that chairs seek
to have at least 1/3 new members each year and limit committee
participation to no more than six (6) consecutive years.

E. The Board will establish the responsibilities of the Committees. Each
Committee shall make policy recommendations to the Board for
consideration.

F. Standing committees are suggested to be a minimum of five (5)
members including the Chairperson and one other Director, and a
suggested maximum of nine (9) members.

G. Committee members shall be GVR members in good standing and must
submit an application for a Committee appointment. The President,
Chairperson, and CEO will review applications. After review of the
applications the Chairperson will select Committee members and inform
the Board of the appointments at the April meeting. Staff, as liaisons
to the Committees, will be selected by the CEO. Vacancies on the
Committee during the year may be filled by the Chairperson after
consulting with the President.

H. Responsibilities of Committee Chairpersons, along with Committee
members and staff liaison, are to identify goals in conjunction with the
Strategic Plan; provide Committee action plans to the Board for
approval; provide, at least, quarterly updates to the Board; and at year-
end identify accomplishments of the Committee and continuing tasks for
the next year.

I. The President may establish Special or Ad Hoc Committees comprised
of members/assighed members in good standing, Directors and
administrative staff as assigned by the CEO.

J. Committees are not required to follow Robert’s Rules of Order.

K. Meetings shall be set by the Chairperson and shall be conducted as



L.
M.

needed, but not less than quarterly.

Directors may attend any Committee meeting, whether open or closed.
All materials for the Committee meeting will be available online three
(3) business days before the meeting. If the deadline for item
consideration is not met, the item will be placed on the next scheduled
Committee meeting agenda.

. Committee meetings will be open to all members, but may be held in

closed session, at the discretion of the Committee or Subcommittee.

SECTION 2 - BOARD AFFAIRS COMMITTEE

3.2.1

Duties and Responsibilities

A.

Recommend modifications in organizational policies and governing
values to help guide the Board in achieving its strategic goals. Assist the
Board in effectively carrying out its governing functions in such a
manner so as to clearly delineate the roles and responsibilities between
governance and management.

Review and recommend revisions, when appropriate, to the governing
documents of The Corporation.

Endeavor to maintain a community link with residents of the greater
Green Valley community.

Review and recommend Board action on group applications for GVR
“Club Status.”

. Where appropriate, recommend modification to GVR Club policies, in

keeping with the best interest of The Corporation.

Review the Articles of Incorporation, the CPM, and the Bylaws for
updates and revisions. Changes may be editorial, necessary for
continuity between governing documents, necessary due to changes
made in Board or Committee meetings, or proposed by member input.

. Forward all proposed revisions to the Articles of Incorporation and

Bylaws to legal counsel for opinion, including the effect on tax-exempt
status. After consultation, the specific wording of the recommended
modifications shall be forwarded to the Board for their review and
appropriate action.

. Develop pro and/or con statements for ballot proposals being submitted

to the membership for a vote. GVR Members are strongly encouraged

to present their positions to the Committee for consideration, and

possible inclusion, in the pro and con statements.

If a Committee wishes to make changes to the CPM:

1. The Committee will provide a paragraph stating the purpose and
goal of the proposed changes to the Board Affairs Committee
(BAQC).

2. If the BAC approves the purpose and intent, BAC will forward to
GVR'’s Legal Counsel to draft changes.

3. The draft changes will be presented to BAC and the Committee
submitting the request.

4. If approved by both the BAC and the Committee, the draft will be



forwarded as a recommendation to GVR Board for approval.

SECTION 3 - FISCAL AFFAIRS COMMITTEE

3.3.1

3.3.2

Membership Considerations
To the extent possible, the Committee will include members knowledgeable
about capital projects and/or experience in financial management.

Responsibilities

A.

Review and assist in presenting the annual budgets to the Board. Such
review will consist of recommending Reserve, the disposition of the
Revenue/Expense Adjustment, and the amount of the Capital Fund Cash
Account.

Monitor progress toward achievement of annual fiscal objectives.
Review financial statements (operations, capital analysis and balance
sheet), and report to the Board, as appropriate.

. Coordinate with the GVR Audit Committee.

Review and recommend policy to assure financial control.
Recommend the establishment and the amount of Tenant Fees,
membership dues, Initial Fees, Transfer Fees, and assessments.

. Recommend the financing method to be adopted for specific major

projects recommended by the Planning and Evaluation Committee (P&E)
for Board approval.

Coordinate with the P&E Committee as it relates to proposed
expenditures for capital improvements.

SECTION 4 - PLANNING & EVALUATION COMMITTEE

3.4.1

3.4.2

Membership Considerations
To the extent possible, the Committee will include members knowledgeable
about capital projects and/or experience in financial management.

Responsibilities

A.

To review and discuss on an annual basis, the capital evaluation
requirements, and any documents required for club and miscellaneous
capital funding requests submitted to the P&E Committee.

To be knowledgeable of the Strategic Plan, Long-term Capital Plan, and
Center Assessment Survey to ensure that all capital-funding
recommendations comply with these plans.

To identify issues and trends that could contribute to the update of
aforementioned plans.

SECTION 5 - AUDIT COMMITTEE

3.5.1

Membership
The Audit Committee shall consist of two or more GVR members who should



3.5.2

have knowledge of financial reporting and internal control procedures.

Responsibilities
A. The Audit Committee functions in the capacity of an overseer of GVR'’s
financial reporting process and internal controls. The committee is the
conduit between GVR and the independent auditing firm. The Committee
is not involved in The Corporation’s daily accounting functions.
B. The principal functions of the Audit Committee are:
1. To recommend a CPA firm to the GVR Board to act as The
Corporation’s independent auditor.
2. To review the independent auditor’s terms of engagement.
3. To review the results of each audit including opinion qualifications
or expectations.
4. To review the auditor’'s management letter and GVR management’s
response.
5. To review issues and disputes that may arise between GVR
management and the independent auditor during an audit.
6. To review the adequacy of internal financial controls with GVR
management and the audit firm.

SECTION 6 - NOMINATIONS & ELECTIONS COMMITTEE

3.6.1

3.6.2

Membership

A. The Chairperson shall be a Director, recommended by the President and
approved by the Board.

B. There shall be at least one (1) other Director on the Committee, and a
minimum of two (2) GVR Members who do not serve on the Board
selected by the Committee Chairperson. Committee members shall be
GVR Members, selected by the Committee Chairperson. The Committee
members selected by the Chairperson shall represent various
geographic areas to the extent possible. Committee members will serve
a one (1) year term, provided however, any member of the Committee
who becomes a candidate for election to the Board shall resign from the
Committee immediately. (Part 3 Section 1: 3.1.2.A.G)

C. An administrative staff person will serve on the Committee and will be
selected by the CEO. (Part 3 Section 1: 3.1.2.G)

Responsibilities
A. Nominations

1. Determine the qualifications and eligibility of each candidate.

2. Submit a slate of qualified candidates to the Board at least ninety
(90) days prior to the Annual Meeting.

3. Post the slate of candidates to the membership no less than ninety
(90) days prior to the Annual Meeting and determine how
candidates shall be presented to the membership.

4. Obtain names of candidates submitted by nomination petition to
the Secretary, within the deadline of sixty (60) days prior to the



Annual Meeting, if any, and determine the qualifications and
eligibility of same.

B. Election Process

1.

WN

Recommend to the Board a record date to determine the eligible
roster of voting members which shall be no more than thirty (30)
days prior to the election. If the Board fails to set a record date,
the record date shall be the date of ballot delivery.

Submit the final slate of candidates for the ballot to the CEO.
Establish a list of members eligible to vote as of the record date
and provide this list to any outside agency conducting the election,
if necessary.

Establish the deadline for the return of ballots which shall be no
later than 4:00pm on a date at least five (5) days before the Annual
Meeting.

Verify that the final ballot and ballot materials have been reviewed
and approved by GVR’s General Counsel.

The ballot reply shall display all information deemed necessary for
validation purposes for use by the Committee.

Each candidate shall appoint two (2) GVR Members, who are in
good standing, to participate in the validation and counting of paper
ballots.

The counting of ballots, at the discretion of the Board may be
conducted by an independent organization (e.g., Pima County
Elections or electronic voting firm), in which case the results shall
be obtained from the organization by the Nominations and Elections
(N&E) Chairperson or their representative. (Bylaws Article V
Section 3)

Election Results
1.

The Committee shall have the validation/counting process
completed at least two (2) business days prior to the date of the
Annual Meeting or Special Meeting.

At the conclusion of the election, obtain the results of the election,
including the establishment of a quorum.

The Chairperson shall notify the Board Secretary of the results of
the election.

In the election of Directors, if there are fewer than fifty (50) valid
votes separating the last successful candidate and the first
unsuccessful candidate in the election, or less than a fifty (50) vote
difference on any other ballot issue, then the Board may, at its sole
discretion, order a recount.

The Committee Chairperson shall report the establishment of a
quorum and the election results at the Annual Meeting. Successful
candidates shall be announced in the order of the total votes
received. The results of the ballot for any other matters shall be
announced in the order in which the items appeared on the ballot.

D. Post-Election
At the conclusion of the election, the ballot materials and the results
thereof shall be submitted to the CEO. The CEO will maintain these



records for a period not less than three (3) years in accordance with the
Arizona Nonprofit Corporation Act.

E. Board Orientation & Training
Arrange appropriate in-service training, as required, for the Board.
Ensure that Board orientation programs are held annually.

SECTION 7 - INVESTMENTS COMMITTEE

3.7.1

3.7.2

Membership

The Investments Committee (IC) shall consist of at least two GVR Members
in addition to the IC Chairperson who shall be a Director. The IC
Chairperson shall be hominated by the President with Board approval. The
IC chairperson and IC Members should be knowledgeable in the investment
of financial assets and, to the extent practical, experienced in investment
management and/or investment oversight.

Responsibilities

A. The IC has the following specific responsibilities and duties with respect
to the IAs:
1. Make timely recommendations to the Board concerning:

a. The hiring, termination, and replacement of the Investment
Manager and/or Investment Adviser (collectively, the IM/IA) for
each of the accounts that comprise the IAs.

b. The terms and wording for any contract between GVR and an
IM/IA.

c. The specific wording and specifications for the Investment Policy
Statement (IPS) set forth in Appendix 1, Section 3 that governs
each of the accounts that comprise the IAs and any changes
thereto.

2. Perform the following ongoing functions:

a. Complete due diligence and evaluation of each IM/IA at the end
of each quarter or more frequently if required.

b. Monitor the IM/IAs to confirm compliance with the applicable
IPS.

3. Make timely reports, in accordance with the IPS, to the CFO, CEO,
and the Board of the following:

a. A serious and meaningful violation of the IPS.

b. A potential replacement of an existing IM/IA.

c. Any update requested by the Board.

4. Collaborate with the CEO/CFO concerning the following:

a. What information and analysis the CEO/CFO will provide to the
IC for the purpose of enabling the IC to perform its duties.

b. The specific actions required by the CEO/CFO in order to bring
an IM/IA back into compliance with its applicable IPS.

5. In the process of completing its duties, the IC will generate the
following documents:

a. An IPS for each of the accounts that comprise the IAs.



b. An Investment Management Contract for each IM/IA hired by
GVR.
c. Minutes of each meeting of the IC.






Attachment 2
[Updated 3/31/2023]
GVR COMMITTEE MEETINGS: 2023-24 MEETING SCHEDULE

AUDIT COMMITTEE

BOARD AFFAIRS COMMITTEE [2nd Tuesday/month]

Tuesday, May 9, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, June 13, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, July 11, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, August 8, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, September 12, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, October 10, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, November 14, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, December 12, 2023 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, January 9, 2024 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, February 13, 2024 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting
Tuesday, March 12, 2024 1:30-3:00pm WC-Rm 2 / Zoom Board Affairs Regular Meeting

FISCAL AFFAIRS COMMITTEE [3rd Tuesday/month]

Tuesday, May 16, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, June 20, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, July 18, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, August 15, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, September 19, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, October 17, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, November 21, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, December 19, 2023 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, January 16, 2024 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, February 20, 2024 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting
Tuesday, March 19, 2024 1:30-3:00pm WC-Rm 2 / Zoom Fiscal Affairs Regular Meeting

INVESTMENTS COMMITTEE

Wednesday, April 19, 2023 9:00-10:30am WC-Rm 2 / Zoom Investments Regular Meeting - Quarterly
Wednesday, July 19, 2023 9:00-10:30am WC-Rm 2 / Zoom Investments Regular Meeting - Quarterly
Wednesday, October 18, 2023 9:00-10:30am WC-Rm 2 / Zoom Investments Regular Meeting - Quarterly
Wednesday, January 17, 2024 9:00-10:30am WC-Rm 2 / Zoom Investments Regular Meeting - Quarterly

NOMINATIONS & ELECTIONS COMMITTEE [2nd Thursday/month]

Thursday, May 11, 2023
Thursday, June 8, 2023
Thursday, July 13, 2023
Thursday, August 10, 2023
Thursday, September 14, 2023
Thursday, October 12, 2023
Thursday, November 9, 2023
Thursday, December 14, 2023
Thursday, January 11, 2024
Thursday, February 8, 2024
Thursday, March 14, 2024

10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm
10:30am-12:00pm

WC-Rm 2 / Zoom
WC-Rm 2 /Zoom
WC-Rm 2 / Zoom
WC-Rm 2 /Zoom
WC-Rm 2 /Zoom
WC-Rm 2 /Zoom

LC-Juniper Rm/Zoom

WC-Rm 2 /Zoom
WC-Rm 2 / Zoom
WC-Rm 2 /Zoom
WC-Rm 2 / Zoom

Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting
Nominations & Elections Regular Meeting

PLANNING & EVALUATION COMMITTEE [2nd Thursday/month]

Thursday, May 11, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, June 8, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, July 13, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, August 10, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, September 14, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, October 12, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, November 9, 2023 1:30-3:00pm LC-Juniper Rm/Zoom Planning & Evaluation Regular Meeting
Thursday, December 14, 2023 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, January 11, 2024 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, February 8, 2024 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting
Thursday, March 14, 2024 1:30-3:00pm WC-Rm 2 / Zoom Planning & Evaluation Regular Meeting

V:\Board of Directors\3 - BOD Regular - Special Meetings - 2023-2024\04052023 Special Meeting\CURRENT - Meeting Schedule of Con91ittees






Action Item 3.B.

Green Valley Recreation, Inc.
Board of Directors Meeting

G\/R Acceptance of Audit

Prepared By: David Webster, CFO Meeting Date: April 5, 2023
Presented By: David Webster, CFO Consent Agenda: No

Originating Committee / Department:
Audit Committee

Action Requested:
Accept the 2022 Draft Audited Financial Report of Green Valley Recreation, Incorporated
(GVR).

Strategic Plan Goal:
Goal 4: Cultivate and maintain a sound financial base that generates good value for our
members.

Background Justification:

GVR'’s independent Auditor, R and A CPAs., who was chosen by the GVR Audit Committee,
has conducted an audit of GVR’s 2022 financial statements as required by Article VIII Section
2.B of the GVR’s Bylaws. This audit has been reviewed by the GVR Audit Committee,
provided to the Board of Directors and presented to the membership during the March 29,
2023 Annual Meeting of the Corporation. The Audit report provides an unqualified opinion of
the 2022 financial statements.

The Audit allows the independent external CPA Auditor to obtain audit evidence and express
an opinion that the financial statements of GVR present fairly the financial position of GVR as
of December 31, 2022. The Auditor will issue a final 2022 Audit Report upon acceptance by
the GVR Board of Directors.

Fiscal Impact:
No fiscal impact

Board Options:

1. Accept the 2022 Audit Report as presented.
2. Do not accept the 2022 Audit Report.

3. Table this decision at this time.

Staff Recommendation:
Option #1

Recommended Motion:
| move to accept the Green Valley Recreation 2022 Draft Audit Report.

Attachments:
1) Green Valley Recreation Draft 2022 Audit Report.
2) 2022 Audit Report Power Point presentation.
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Attachment 1

R&A CPAs

A PROFESSIONAL CORPORATION

GREEN VALLEY
RECREATION, INC.

(A NOT~FOR~PROFIT CORPORATION)

FINANCIAL STATEMENTS AND
INDEPENDENT AUDITORS’ REPORT

FOR THE YEARS ENDED
DECEMBER 31, 2022 AND 2021
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22 R&A CPAs

A PROFESSIONAL CORPORATION

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Green Valley Recreation, Inc.
Tucson, Arizona

Opinion

We have audited the financial statements of Green Valley Recreation, Inc. (“GVR”) (a not-for-profit corporation),
which comprise the statements of financial position as of December 31, 2022 and 2021, and the related statements
of activities, functional expenses, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of GVR as of December 31, 2022 and 2021, and the changes in its net assets and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America (“US GAAP”).

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(“US GAAS”). Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of GVR and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Prior Period Financial Statements

The financial statements of GVR as of December 31, 2021 were audited by other auditors whose report dated May 25,
2022 expressed an unmodified opinion on those financial statements.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about GVR’s ability to continue as a going concern within one
year after the date that the financial statements are available to be issued.

Auditors’ 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 auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with US GAAS will always detect a material misstatement when it exists. 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.
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with US GAAS, we:

RandAcpas.com | P: (520) 881-4900 | F:(520) 881-1475 | 4542 E. Camp Lowell Dr.,, Ste. 100 Tucson,AZ 85712
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e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e 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
GVR's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise

substantial doubt about the GVR's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

Emphasis of Matter — Adoption of New Accounting Pronouncements

As discussed in Note A to the financial statements, GVR adopted Financial Accounting Standards Board (“FASB”)
Accounting Standards Update (“ASU”) No. 2016-02, Leases (“Topic 842”) and ASU No. 2020-07, Not-for-Profit
Entities (Topic 958): Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. Our
opinion is not modified with respect to these matters.

a Professwnal (orporation
Tucson, Arizona
March XX, 2023
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December 31, 2022

Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENTS OF FINANCIAL POSITION AS OF DECEMBER 31, 2022 AND 2021

ASSETS
CURRENT ASSETS:
Cash and cash equivalents:
Held in deposit accounts
Held in investment brokerage accounts

Total cash and cash equivalents

Accounts receivable, net

Interest receivable

Supply and maintenance inventory
Investments

Prepaid expenses

Total current assets

LONG-TERM ASSETS:
Property and equipment, net
Operating lease right-of-use assets, net of accumulated amortization of $1,303 and $2,003, respectively
Finance lease right-of-use assets, net of accumulated amortization of $104,829 and $61,456, respectively

Total long-term assets

TOTAL ASSETS

2022 2021
$ 1,866,102 $ 3,760,275
1,085,294 2,505,099
2,951,396 6,265,374
49,711 188,755
63,434 48,022
23,044 -
14,484,638 12,751,440
275,961 310,603
17,848,184 19,564,194
19,177,114 17,990,084
467 2,125
111,355 154,728
19,288,936 18,146,937
$ 37,137,120 $ 37,711,131

LIABILITIES AND NET ASSETS

Current liabilities:

Accounts Payable $ 316,061 $ 252,796
Accrued payroll and related liabilities 281,817 298,607
Refundable capital fee liability 202,757 294,507
Other accrued liabilities 22,168 -
Custodial liabilities 33,758 25,817
Deferred membership dues 4,603,250 4,538,837
Deferred program and rental revenue 130,021 134,829
In-kind lease payable - current portion 4,000 4,000
Note payable - current portion 11,000 11,000
Operating lease liabilities, current portion 439 1,559
Finance lease liabilities, current portion 39,319 39,145
Total current liabilities 5,644,590 5,601,097
Long-term liabilities:
In-kind lease payable, net of current portion 50,667 54,667
Note payable, net of current portion 77,000 88,000
Operating lease liabilities, net of current portion - 439
Finance lease liabilities, net of current portion 84,261 123,580
Total long-term liabilities 211,928 266,686
TOTAL LIABILITIES 5,856,518 5,867,783
NET ASSETS:
Net assets without donor restrictions:
Undesignated available for operations 20,580,765 19,318,263
Board designated reserves for emergency operations 491,242 1,155,668
Board designated reserves for initiatives 2,546,589 2,190,524
Board designated reserves for repairs and replacements 7,662,006 9,148,893
Total net assets without donor restrictions 31,280,602 31,813,348
Net asset with donor restrictions - 30,000
TOTAL NET ASSETS 31,280,602 31,843,348
TOTAL LIABILITIES AND NET ASSETS $ 37,137,120 $ 37,711,131
The accompanying notes are an integral part of these financial statements. Page 3
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December 31, 2022

Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENT OF ACTIVITIES FOR THE YEAR ENDED DECEMBER 31,2022

Without donor
restrictions

With donor
restrictions

Total

STATEMENT OF ACTIVITIES, 2022

PUBLIC SUPPORT AND REVENUES:

Membership dues $ 6,947,340 $ - $ 6,947,340
New member capital and initial fees 3,637,550 - 3,637,550
Member, tenant, and guest fees 247,452 - 247,452
Program revenue 401,554 - 401,554
Investment income (loss) (1,526,699) - (1,526,699)
In-kind lease income 4,000 - 4,000
Late fees 87,044 - 87,044
Facility rent revenue 21,163 - 21,163
Cell tower lease income 43,105 - 43,105
Other revenue 67 - 67
Net assets released from restrictions 30,000 (30,000) -
Total public support and revenues 9,892,576 (30,000) 9,862,576
EXPENSES:
Program services 8,045,303 - 8,045,303
General and administrative 2,380,019 - 2,380,019
Total expenses 10,425,322 - 10,425,322
CHANGE IN NET ASSETS (532,746) (30,000) (562,746)
Net assets, beginning of year 31,813,348 30,000 31,843,348
NET ASSETS, END OF YEAR $ 31,280,602 $ - $ 31,280,602
The accompanying notes are an integral part of these financial statements. Page 4
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENT OF ACTIVITIES FOR THE YEAR ENDED DECEMBER 31, 2021

Without donor With donor
restrictions restrictions Total

STATEMENT OF ACTIVITIES, 2021

PUBLIC SUPPORT AND REVENUES:

Membership dues $ 6,942,771 % - $ 6,942,771
New member capital and initial fees 3,688,603 - 3,688,603
Member, tenant, and guest fees 159,813 - 159,813
Program revenue 212,686 - 212,686
Investment income 684,669 - 684,669
In-kind lease income 1,333 - 1,333
Late fees 64,756 - 64,756
Facility rent revenue 5,110 - 5,110
Cell tower lease income 41,594 - 41,594
Advertising revenue 22,565 - 22,565
Other revenue 6,429 - 6,429
Bad debt recovery 956 - 956
Contributions 382 30,000 30,382
Total public support and revenues 11,831,667 30,000 11,861,667
EXPENSES:
Program services 8,343,331 - 8,343,331
General and administrative 2,214,527 - 2,214,527
Total expenses 10,557,858 - 10,557,858
CHANGE IN NET ASSETS 1,273,809 30,000 1,303,809
Net assets, beginning of year 30,548,293 - 30,548,293
Cumulative effect adjustment - implementation of ASC 842 (8,754) - (8,754)
NET ASSETS, END OF YEAR $ 31,813,348 $ 30,000 $ 31,843,348
The accompanying notes are an integral part of these financial statements. Page 5
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENT OF FUNCTIONAL EXPENSES FOR THE YEAR ENDED DECEMBER 31, 2022

Program General and
services administrative Totals
Salaries and wages $ 2,954,628 $ 946,462 $ 3,901,090
Employee related expenses 984,876 332,541 1,317,417
Total employee-related expenses 3,939,504 1,279,003 5,218,507
Depreciation 1,406,388 145,551 1,551,939
Utilities 951,135 - 951,135
Supplies 363,079 55,919 418,998
Recreation contracts 375,954 - 375,954
Insurance - 338,380 338,380
Facility maintenance 315,962 1,624 317,586
Repairs and maintenance 252,621 - 252,621
Professional services 60,335 117,602 177,937
Uncapitalized equipment 71,601 51,298 122,899
Communication 25,764 81,941 107,705
Postage and printing 91,677 8,690 100,367
Computer expense - 88,337 88,337
Vehicles 88,253 - 88,253
Investment fees - 86,438 86,438
Fees and taxes 14,224 54,507 68,731
Bank and credit card fees - 61,743 61,743
Amortization - 43,373 43,373
Employee training 10,831 15,676 26,507
Catering 24,945 1,248 26,193
Interest - 24,073 24,073
Advertising 19,285 - 19,285
Dues and subscriptions 6,760 8,863 15,623
Signage 11,996 - 11,996
Travel 7,721 1,442 9,163
Rental expense 7,268 661 7,929
Miscellaneous - 88 38
Total expenses 8,045,303 2,466,457 10,511,760
Less investment fees netted against revenues - (86,438) (86,438)
TOTAL EXPENSES, NET $ 8045303 $ 2,380,019 $ 10,425,322
The accompanying notes are an integral part of these financial statements. Page 6
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENT OF FUNCTIONAL EXPENSES FOR THE YEAR ENDED DECEMBER 31, 2021

Program General and
services administrative Totals
Salaries and wages $ 3095319 $ 982,654 $ 4,077,973
Employee related expenses 1,034,085 341,422 1,375,507
Total employee-related expenses 4,129,404 1,324,076 5,453,480
Depreciation 1,480,083 181,938 1,662,021
Utilities 824,967 - 824,967
Repairs and maintenance 543,722 - 543,722
Insurance - 318,648 318,648
Supplies 281,991 20,051 302,042
Facility maintenance 280,856 1,372 282,228
Recreation contracts 260,693 - 260,693
Professional services 56,963 107,244 164,207
Communication 64,938 35,354 100,292
Uncapitalized equipment 55,579 42,226 97,805
Postage and printing 84,831 11,305 96,136
Computer expense 82,361 4,054 86,415
Vehicles 83,844 - 83,844
Investment fees - 73,257 73,257
Fees and taxes 14,374 36,535 50,909
Bank and credit card fees - 46,496 46,496
Amortization - 39,799 39,799
Interest - 32,059 32,059
Miscellaneous 27,451 - 27,451
Catering 19,398 492 19,890
Signage 15,791 - 15,791
Travel 11,302 2,143 13,445
Employee training 6,693 4,882 11,575
Rental expense 11,382 - 11,382
Dues and subscriptions 4,208 5,853 10,061
Advertising 2,500 - 2,500
Total expenses 8,343,331 2,287,784 10,631,115
Less investment fees netted against revenues - (73,257) (73,257)
TOTAL EXPENSES, NET $ 8343331 $ 2214527 $ 10,557,858
The accompanying notes are an integral part of these financial statements. Page 7
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

CasH FLows FROM OPERATING ACTIVITIES
CHANGE IN NET ASSETS $  (562,746) $ 1,303,809

ADJUSTMENTS TO RECONCILE CHANGE IN NET ASSETS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:

Depreciation 1,551,939 1,662,021
Realized (gains) losses on investments 242,477 (51,716)
Unrealized (gains) losses on investments 1,569,862 (413,196)
Amortization of finance lease right-of-use assets 43,373 39,799
Purchases in construction in progress in prior year expensed in current year - 7,062
In-kind lease income (4,000) (1,333)
CHANGES IN OPERATING ASSETS AND LIABILITIES:
Accounts receivable, net of accumulated depreciation 139,044 17,232
Interest receivable (15,412) (7,614)
Supply and maintenance inventory (23,044) -
Prepaid expenses 34,642 (43,416)
Operating lease right-of-use assets, net 1,658 2,020
Accounts payable 63,265 (28,367)
Accrued payroll and related liabilities (16,790) (134,241)
Refundable capital fee liability (91,750) 82,925
Other accrued liabilities 22,168 -
Custodial liabilities 7,941 8,186
Deferred membership dues 64,413 853,745
Deferred program and rental revenue (4,808) 90,895
Operating lease liabilities (1,559) (5,788)
Compensation liability - (27,424)
Net cash flows provided by operating activities 3,020,673 3,354,599
Purchases of buildings, improvements, furniture and vehicles (2,738,969) (1,604,187)
Proceeds from sale of investments 7,565,748 5,262,113
Purchases of investments (11,111,285) (6,287,719)
Net cash flows used in investing activities (6,284,506) (2,629,793)
Principal payment on note payable (11,000) (11,000)
Payments on finance leases (39,145) (36,912)
Net cash flows used in financing activities (50,145) (47,912)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (3,313,978) 676,894
Cash and cash equivalents, beginning of year 6,265,374 5,588,480
CASH AND CASH EQUIVALENTS, END OF YEAR $ 2,951,396 $ 6,265,374

SUPPLEMENTAL INFORMATION
Property and equipment received in exchange for a note payable and in-kind lease payable

and in-kind lease payable $ - $ 170,000
Operating lease right-of-use assets obtained in exchange for lease liabilities $ - $ 4,128
Finance lease right-of-use assets obtained in exchange for lease liabilities $ - $ 129,635

No cash paid for income taxes or interest in 2022 or 2021

The accompanying notes are an integral part of these financial statements. Page 8



December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied by Green Valley Recreation, Inc. in the preparation of its
financial statements is as follows.

NATURE OF OPERATIONS

Green Valley Recreation, Inc. (“GVR”) was incorporated as a not-for-profit corporation in 1979 under the laws of Arizona.
GVR was the successor corporation to the Green Valley Community Club incorporated in 1972. GVR’s purpose is to address
the recreational needs of members through the operation and maintenance of recreational and social facilities (currently there
are 14 such facilities) and the sponsorship of cultural and civic activities for its members within the unincorporated community
of Green Valley, Arizona. All property owners within certain geographic boundaries as defined by GVR’s by-laws require
regular membership in GVR. Members’ properties are encumbered by deed restrictions that require perpetual membership and
payment of annual dues and assessments, including a capital investment fee upon each property’s transfer. There were 13,823
and 13,772 members as of December 31, 2022 and 2021, respectively.

GVR has assumed responsibility for operation, maintenance, and upkeep for recreational facilities donated by area developers
at the completion of housing developments within GVR’s boundaries.

BASIS OF PRESENTATION

The financial statements of GVR have been prepared in accordance with U.S. generally accepted accounting principles (“US
GAAP”), which require GVR to report information regarding its financial position and activities according to the following net
asset classifications:

Net assets without donor restrictions — Net assets that are not subject to donor-imposed restrictions and may be expended
for any purpose in performing the primary objectives of GVR. These net assets may be used at the discretion of GVR’s
management and board of directors.

Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and grantors. Some donor
restrictions are temporary in nature; those restrictions will be met by actions of GVR or by the passage of time. Other donor
restrictions are perpetual in nature, whereby the donor has stipulated the funds be maintained in perpetuity.

CASH AND CASH EQUIVALENTS

GVR considers all cash and highly liquid investments with an original maturity of three months or less to be cash equivalents.
GVR classifies money market mutual funds with investments. GVR maintains its cash in bank deposit accounts which may
exceed federally insured limits. Uninsured cash at December 31, 2022 and 2021 was $2,451,396 and $4,477,901, respectively.

ACCOUNTS RECEIVABLE

Accounts receivable are uncollateralized and consist of unpaid membership dues and facility rentals established under
contractual agreements. GVR records an allowance for doubtful accounts equal to the estimated collection losses that will be
incurred, which is based on historical collection experience. As a result, there is at least a possibility that these estimates will
change by a material amount in the near term. Doubtful accounts are periodically reviewed for collectability and charged to the
allowance account when management determines that the amounts are uncollectible.

MAINTENANCE AND SUPPLY INVENTORY

GVR maintains an inventory of supplies and items commonly used for maintenance activities. The inventory is recorded at cost
and no income is generated from such items.

INVESTMENTS

Investments consist of marketable securities in debt and equity securities and mutual funds under management with various
national brokerages, all of which are carried at quoted market values determined at the date of the statement of financial position.
Income, gains, and losses are reported in the statements of activities as increases and decreases in net assets without donor
restrictions.

The accompanying notes are an integral part of these financial statements. Page 9
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

INVESTMENT VALUATION AND INCOME

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded as earned. Dividends are recorded
on the ex-dividend date. Investment expenses are recorded as a reduction in investment earnings.

US GAAP establishes the framework for measuring fair value. That framework provides a fair value hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
(Level 3 measurements). The three levels of the fair value hierarchy under US GAAP are described below:

Level 1  Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active
markets that GVR has the ability to access.

Level 2 Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the assets or liabilities;

e Inputs that are derived principally from or corroborated by observable market data by correlation or
other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for substantially
the full term of the asset or liability.

Level 3  Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

Fair value measurements are determined based on the assumptions, referred to as inputs, that market participants would use in
pricing the asset. The fair value hierarchy distinguishes between market participant assumptions and GVR’s own assumptions
about market participant assumptions. Observable inputs are assumptions based on market data obtained from independent
sources, while unobservable inputs are GVR’s own assumptions about what market participants would assume based on the best
information available in the circumstances.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs and
minimize the use of unobservable inputs.

GVR’s investments are summarized in the Fair Value of Investments and Investment Income note.
FINANCIAL INSTRUMENTS

Financial instruments that subject GVR to concentrations of credit risk consist primarily of cash and cash equivalents, accounts
receivable, and investments. The total loss that would occur if the accounts became uncollectible is the stated balance of the
financial instruments reported in the accompanying statements of financial position.

PROPERTY AND EQUIPMENT

GVR capitalizes all expenditures for property and equipment in excess of $5,000 with a useful life greater than one year.
Purchased property and equipment are carried at cost. Depreciation is calculated using the straight-line method over the
estimated useful life of the asset.

At formation, GVR was the beneficiary of infrastructure contributed by developers building in the community of Green Valley.
Additional contributed property, plant, and equipment has been donated by clubs associated with GVVR. Donated property and
equipment are carried at the approximate fair value at the date of donation. Depreciation is calculated using the straight-line
method over the estimated useful life of the asset.

The accompanying notes are an integral part of these financial statements. Page 10
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

NOTES PAYABLE AND IN-KIND LEASE PAYABLE

The note payable and in-kind lease payable represent the obligation to pay and to provide office space at no charge to Green
Valley Foundation (the “Foundation”), in exchange for real property received during the year ended December 31, 2021.
Management believes that any future change in the fair value of the office space, offset by any discount to present value for the
fair value of space to be provided in the future, would not be material to the financial statements taken as a whole. Accordingly,
management has estimated neither the future change in fair value of office space to be provided, nor the present value of the fair
value of the space to be provided over the term of the agreement.

REFUNDABLE CAPITAL FEE LIABILITY

Each time a home is purchased within the boundaries of GVR, a Property Acquisition Capital Fee (“PACF”) is charged to the
buyer to fund future capital improvements and maintenance of GVR’s recreational infrastructure. The Property Acquisition
Capital Fee (PACF) is due on each purchase at the close of escrow. This fee is refundable if the buyer has also sold a home
within GVR within the past year and applies for a fee waiver. Management estimates the total refunds that are likely to result
from waivers within the next year using the historical ratio of waivers to home sales.

LEASES

GVR recognizes and measures its leases in accordance with Financial Accounting Standards Board (“FASB”) Accounting
Standards Update (“ASU”) No. 2016-02, Leases (“Topic 842”). Right-of-use (“ROU”) assets represent the Company's right to
use an underlying asset for the lease term. ROU assets are recognized at the commencement date of the lease under Topic 842
based on the lower of the lease liability or the fair value of the underlying asset, adjusted for any prepaid rent and/or initial direct
costs incurred in connection with execution of the lease and reduced by any lease incentives received. GVR’s incremental
borrowing rate for a lease is the rate of interest it would have to pay on a collateralized basis to borrow an amount equal to the
lease payments under similar terms and in a similar economic environment.

The right-of-use asset is subsequently amortized using the straight-line method from the commencement date under Topic 842
to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Company by the end of the lease
term or the balance of the right-of-use asset reflects that GVR will exercise a purchase option. In that case the right-of-use asset
will be amortized over the useful life of the underlying asset, which is determined on the same basis as those of property and
equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, GVR's incremental borrowing
rate or the risk-free rate determined with reference to the lease term.

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there is a change in
future lease payments arising from a change in an index or rate, if there is a change in GVR's estimate of the amount expected
to be payable under a residual value guarantee, if GVR changes its assessment of whether it will exercise a purchase, extension
or termination option or if there is a revised in-substance fixed lease payment. When the lease liability is remeasured in this
way, a corresponding adjustment is made to the carrying amount of the right-of-use asset or is recorded in profit or loss if the
carrying amount of the right-of-use asset has been reduced to zero.

Practical expedients

GVR has elected, for all underlying classes of asset, to not recognize ROU assets and lease liabilities for short-term leases that
a have a lease term of 12 months or less at commencement, and do not include an option to purchase the underlying asset that
GVR s reasonably certain to exercise. GVR recognizes lease costs associated with short-term leases on a straight-line basis
over the lease term. GVR elected to not include non-lease components in its determination of its fixed lease payment obligations
in the measurement of ROU assets and lease liabilities. GVR uses a risk-free rate to discount future lease payments, considering
the currency of the lease agreement and terms of the lease.

The accompanying notes are an integral part of these financial statements. Page 11
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

CONTRIBUTIONS

Unconditional contributions are recognized when cash, securities or other assets, an unconditional promise to give, or
notification of a beneficial interest is received.

Conditional contributions consist of contributions that contain a barrier to entitlement of the funds by the recipient, such as
requirement to expend the funds for a specific purpose or program, or other requirements, and also contain a provision for return
of the funds to the resource provider if the barriers are not overcome. Payments received for conditional contributions are
recorded as a liability, reported in the statements of financial position as conditional contributions refundable, or are
unrecognized initially, in the case of conditional promises to give, until the barriers to entitlement are overcome. At that point,
the transaction is recognized as unconditional and classified as either net assets with donor restrictions or net assets without
donor restrictions, based on the nature of the underlying transaction. At December 31, 2022 and 2021, GVR had received no
conditional contributions.

Contributions received are recorded as without donor restrictions or with donor restrictions, depending on the nature of the
restrictions. When a restriction expires, that is, when funds are expended in accordance with donor restrictions, net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the statements of activities as net assets
released from restrictions.

REVENUE

Revenue is recognized in accordance with Accounting Standards Codification Topic 606 — Revenues from Contracts with
Customers (“ASC 606”) which requires an evaluation of contracts with customers based the following five-step model: (1)
identify the contract with the customer; (2) identify the performance obligations in the contract; (3) determine the transaction
price; (4) allocate the transaction price to separate performance obligations; and (5) recognize revenues when (or as) each
performance obligation is satisfied.

ASC 606 requires revenues to be recognized when performance obligations are satisfied by transferring goods or services
promised in a contract, in an amount that reflects the consideration that the GVR expects to receive in exchange for those goods
or services. Performance obligations in the GVR’s contracts represent distinct or separate service streams that it provides.

Management has assessed recognition of each type of revenue generated by GVR, in accordance with ASC 606, as described
below.

Membership dues and access card fees — Revenue is recognized as the performance obligation is satisfied over the life of
the contract. The contract terms are for a single calendar year and, as such, there are no outstanding performance obligations
as of December 31, 2022 or 2021 for prior year membership dues. Outstanding performance obligations at December 31,
2022 and 2021 represent amounts collected in advance for future period membership dues.

Facility rent - Revenue generated by the use of GVR property and facilities is subject to performance obligations satisfied
by the passage of a specified period not longer than one month.

Capital/Initial fees - New member capital and initial fees are recognized at a point in time, when a property is purchased,
and late fees are recognized when the related fees are determined to be overdue.

Instructional and advertising - Revenue generated by advertising contracts and fees from instructional and entertainment
activities create obligations that are satisfied by the performance of specific activities. Revenue from these activities are
recognized through the performance of activities.

DONATED GOODS, FACILITIES AND SERVICES

Donated goods and facilities are valued at fair value at the time of donation. Donated services are recognized in the financial
statements at fair value if the following criteria are met:

o The services require specialized skills and the services are provided by individuals possessing those skills.
e The services would typically need to be purchased if not donated.

Although GVR may utilize the services of outside volunteers, the fair value of these services has not been recognized in the
accompanying financial statements since they do not meet the criteria for recognition under US GAAP.

The accompanying notes are an integral part of these financial statements. Page 12
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

FUNCTIONAL ALLOCATION OF EXPENSES

The costs of program and general and administrative activities have been summarized on a functional basis in the statement of
activities. The statement of functional expenses presents expenses by natural classification and by function in a matrix format,
as required by US GAAP. Certain costs have been allocated between the program services and supporting services.

Expenses are typically allocated based on a method that is deemed appropriate by management in the manner in which the
expense is accrued. Indirect costs are the only expenses that are deemed as administrative by function. Management typically
codes expenses to a program, administrative, or fundraising directly during the payment process.

INCOME TAXES

GVR is exempt from Federal income tax under Section 501(c)(4) of the Internal Revenue Code. However, income from certain
activities not directly related to the entity’s tax-exempt purpose may be subject to taxation as unrelated business income.

In accordance with US GAAP, management believes GVR holds no uncertain tax positions and, therefore, has no policy for
evaluating them. GVR’s Forms 990, Return of Organization Exempt from Income Taxes, are generally subject to examination
by the Internal Revenue Service for three years after the date the returns were filed.

ADVERTISING COSTS

Advertising costs are expensed as incurred and totaled $19,285 and $2,500 for the years ended December 31, 2022 and 2021,
respectively.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported assets, liabilities, revenues and
expenses and disclosure of any contingent assets and liabilities at the date of the financial statements. Actual results could differ
from estimates.

RECLASSIFICATIONS

Certain amounts in the prior year’s financial statements have been reclassified for comparative purposes to conform to the
presentation in the current year financial statements. These reclassifications have no effect on previously reported net assets.

NEW ACCOUNTING PRONOUNCEMENTS

The following accounting pronouncements were adopted during the years ended December 31, 2022 and 2021. As a result of
the adoption of the new standards, there was no material impact on previously reported net assets.

On February 25, 2016, the FASB issued ASU No. 2016-02, Leases (“Topic 842”). ASU No. 2016-02 was issued to increase
transparency and comparability in financial reporting by requiring balance sheet recognition of leases and note disclosure of
certain information about leasing arrangements. ASU No. 2016-02 is effective for annual periods or fiscal years beginning after
December 15, 2021. GVR adopted ASU No. 2016-02 for the year ended December 31, 2022, under a retrospective approach.
Accordingly, GVR evaluated each leasing transaction at the beginning of each reporting period presented to determine the
impact. The implementation of ASU No. 2016-02 resulted in a cumulative effect adjustment of $8,754 to net assets as of January
1, 2021.

In September 2020, the FASB issued ASU No. 2020-07, Not-for-Profit Entities (Topic 958): Presentation and Disclosures by
Not-for-Profit Entities for Contributed Nonfinancial Assets. ASU No. 2020-07 was issued to increase the transparency of
contributed nonfinancial assets for not-for-profit entities through enhancements to presentation and disclosure. ASU No. 2020-
07 is effective for annual periods or fiscal years beginning after June 15, 2021. GVR adopted ASU No. 2020-07 for the year
ended December 31, 2022 on a prospective basis and it had no effect on net assets.

The accompanying notes are an integral part of these financial statements. Page 13
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

NoTE B. ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following at December 31:

2022 2021
Accounts receivable $ 213,619 $ 363,667
Less allowance for uncollectible accounts (163,908) (174,912)
Net accounts receivable $ 49,711 $ 188,755

NoOTE C. FAIR VALUE OF INVESTMENTS AND INVESTMENT INCOME

Investment income consisted of the following for the years ended December 31;

2022 2021
Interest and dividends $ 372,078 $ 293,014
Realized gain (loss) (242,477) 51,716
Unrealized loss (1,569,862) 413,196
Less investment fees (86,438) (73,257)
Net investment income (loss) $ (1,526,699) $ 684,669

Fair values of assets measured on a recurring basis at December 31, 2022 were as follows:

Level 1 Level 2 Total
Corporate bonds $ 6,211,153 $ - $ 6,211,153
Mutual funds 3,283,684 - 3,283,684
Common stock 3,203,930 - 3,203,930
Government bonds 1,501,016 - 1,501,016
Exchange traded funds 168,251 - 168,251
Small issue municipal bonds - 116,604 116,604
Total investments at fair value $ 14,368,034 $ 116,604 $ 14,484,638

Fair values of assets measured on a recurring basis at December 31, 2021 were as follows:

Level 1 Level 2 Total
Corporate bonds $ 6,011,601 $ - $ 6,011,601
Mutual funds 3,416,541 3,416,541
Common stock 2,784,922 2,784,922
Government bonds 237,514 - 237,514
Exchange traded funds 194,568 - 194,568
Small issue municipal bonds - 106,294 106,294
Total investments at fair value $ 12,645,146 $ 106,294 $ 12,751,440
The accompanying notes are an integral part of these financial statements. Page 14
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

Assets held in the brokerage accounts, by type of asset and board designation, were as follows at December 31, 2022:

Cash and cash Accrued Brokerage
equivalents Investments interest account total

Board designated net assets:

Emergency $ 93,869 $ 396,832 $ 541 $ 491,242

Initiatives 319,814 2,211,743 15,031 2,546,588

Repairs and replacements 168,672 7,451,499 41,835 7,662,006
Total board designated assets 582,355 10,060,074 57,407 10,699,836

Undesignated - operations 502,939 4,424,564 6,027 4,933,530
Total assets held $ 1,085,294 $ 14,484,638 $ 63,434 $ 15,633,366

Assets held in the brokerage accounts, by type of assets and board designation, were as follows at December 31, 2021

Cash and cash Accrued Brokerage
equivalents Investments interest account total
Board designated net assets:
Emergency $ 82,642 $ 1,073,011 $ 15 $ 1,155,668
Initiatives 535,216 1,647,088 8,220 2,190,524
Repairs and replacements 1,323,612 7,785,496 39,785 9,148,893
Total board designated 1,941,470 10,505,595 48,020 12,495,085
Undesignated - operations 563,629 2,245,845 2 2,809,476
Total assets held $ 2,505,099 $ 12,751,440 $ 48,022 $ 15,304,561
The accompanying notes are an integral part of these financial statements. Page 15
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

NoTE D. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

Management regularly monitors the availability of financial resources required to meet current operating needs. GVR generally
maintains financial resources as cash and cash equivalents and as investments in marketable securities. GVR utilizes a one-year
time horizon to assess its immediate liquidity needs and maintains a minimum cash balance of no less than 90 days of annual
operating expenses. This period of time was established based on management’s understanding of the typical cycle of payables
in the normal course of business. GVR invests cash in excess of immediate projected requirements in short-term, liquid
investments that maybe used to fulfill liquidity needs resulting from events outside the typical life cycle of converting financial
assets to cash or settling financial liabilities. In the event of a significant, unanticipated liquidity need, GVR has the ability to
raise additional funds through increased annual membership dues. Additionally, GVR may impose a special assessment, if such
an assessment is approved in advance, by a majority of the members voting.

The following reflects GVR’s financial assets, and limitations on those assets as of December 31, 2022 and 2021, available for
use for general expenditures within one year of the date of the statement of financial position:

2022 2021

Financial assets:

Cash and cash equivalents $ 2,951,396 $ 6,265,374

Accounts receivable, net 49,711 188,755

Interest receivable 63,434 48,022

Investments 14,484,638 12,751,440
Total financial assets 17,549,179 19,253,591
Less board designated amounts:

Emergency operations 491,242 1,155,668

Initiatives 2,546,589 2,190,524

Repairs and replacements 7,662,006 9,148,893
Total board designated amounts 10,699,837 12,495,085

Net financial assets available to meet cash needs
for general expenditures within one year $ 6,849,342 $ 6,758,506

NoTE E. OPERATING AND CAPITAL LEASES

GVR leases office equipment and a mobile storage unit under non-cancelable leases expiring at various times through 2026.

OPERATING LEASES

The following is a schedule of future minimum lease payments under non-cancelable operating leases as of December 31, 2022:

2023 $ 440
Total undiscounted lease payments $ 440
Less imputed interest (1)
Total operating lease liabilities $ 439
Less current portion (439)
Operating lease liabilities, long-term portion $ -

For the years ended December 31, 2022 and 2021, total operating lease costs were $1,665 and $2,020, respectively.

As of December 31, 2022, the weighted average remaining lease term is 0.71 years for operating leases and the weighted average
discount rate is 0.78%.

The accompanying notes are an integral part of these financial statements. Page 16
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

FINANCE LEASES

The economic substance of certain leases is financing the acquisition of the assets through the leases and, accordingly, they have
been recorded as finance lease obligations in the accompanying financial statements.

The following is a schedule of future minimum payments as of December 31, 2022:

2023 $ 56,790
2024 49,462
2025 37,688
2026 10,735
Total undiscounted lease payments $ 154,675

Less interest (31,095)
Total finance lease liabilities $ 123,580

Less current portion (39,319)
Finance lease liabilities, long-term portion $ 84,261

As of December 31, 2022, the weighted average remaining lease term is 2.99 years for finance leases and the weighted average
discount rate is 19.54%.

NoOTE F. PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2022 consisted of the following:

Contributed Purchased Total
Land and improvements $ 4,166,276 $ 2,126,636 $ 6,292,912
Buildings and improvement 12,852,422 14,125,121 26,977,543
Tennis, shuffleboard, and sports courts 324,958 1,990,614 2,315,572
Pools, spas, and equipment 412,588 2,971,493 3,384,081
Recreational equipment 230,841 1,295,394 1,526,235
Vehicles - 877,198 877,198
Furniture 30,000 2,547,718 2,577,718
Total property and equipment 18,017,085 25,934,174 43,951,259
Less accumulated depreciation (10,691,609) (16,056,558) (26,748,167)
Construction in progress - 1,974,022 1,974,022
Property and equipment, net $ 7,325,476 $ 11,851,638 $ 19,177,114
The accompanying notes are an integral part of these financial statements. Page 17
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

Property and equipment at December 31, 2021 consisted of the following:

Contributed Purchased Total
Land and improvements $ 4,166,277 $ 2,126,635 $ 6,292,912
Buildings and improvement 12,852,422 13,186,497 26,038,919
Tennis, shuffleboard, and sports courts 324,958 1,990,615 2,315,573
Pools, spas, and equipment 412,588 2,888,420 3,301,008
Recreational equipment 230,841 1,295,394 1,526,235
Vehicles - 852,309 852,309
Furniture 30,000 2,323,400 2,353,400
Total property and equipment 18,017,086 24,663,270 42,680,356
Less accumulated depreciation (10,383,093) (14,813,135) (25,196,228)
Construction in progress - 505,956 505,956
Property and equipment, net $ 7,633,993 $ 10,356,091 $ 17,990,084

NoTE G. REFUNDABLE CAPITAL FEE LIABILITY

For the years ended December 31, 2022 and 2021, PACF revenue recognized, net of the change in the estimated obligation for
fees to be refunded, and actual refunds pursuant to waivers were as follows:

2022 2021
Property acquisition capital fees collected $ 2929188 $ 3,141,989
Less change in estimated obligation for refundable fees 96,208 (82,925)
PACF revenue recognized, included in new member capital
and initial fees on the statement of activities $ 302539 $ 3,059,064
Actual PACF fee refunds $ 205568 $ 336,784

NoT1E H. NOTES PAYABLE AND IN-KIND LEASE PAYABLE

During the year ended December 31, 2021, GVR purchased a parking lot from the Foundation for a purchase price of $170,000.
The purchase price was effected through a note payable to the Foundation totaling $110,000 and agreement to provide office
space to the Foundation at no charge for 15 years.

The note payable is non-interest bearing and requires annual principal payments of $11,000 through 2031 until the note is paid
in full. GVR made the first annual payment at the time of closing in August 2021.

The value of the office space to be provided is estimated at $4,000 per year. During the year ended December 31, 2021, GVR
recognized $1,333 of in-kind lease income and reduction of in-kind lease payable for the space provided to the Foundation
during the last four months of the year. During the year ended December 31, 2022, GVR recognized $4,000 of in-kind lease
income and reduction of in-kind lease payable.

Liabilities related to the property acquisition were as follows at December 31, 2022:

In-kind lease
Note payable payable Total
Payable to GVR Foundation $ 88,000 $ 54,667 $ 142,667
Less current portion (11,000) (4,000) (15,000)
Long-term portion $ 77,000 $ 50,667 $ 127,667
The accompanying notes are an integral part of these financial statements. Page 18



December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

Liabilities related to the property acquisition were as follows at December 31, 2021:

In-kind lease
Note payable payable Total
Payable to GVR Foundation $ 99,000 $ 58,667 $ 157,667
Less current portion (11,000) (4,000) (15,000)
Long-term portion $ 88,000 $ 54,667 $ 142,667

Future minimum payments on the note payable and fair value of office space to be provided to the Foundation at no cost for
each of the next five years and thereafter consists of the following at December 31, 2022:

In-kind lease
Note payable payable Total
2023 $ 11,000 $ 4,000 $ 15,000
2024 11,000 4,000 15,000
2025 11,000 4,000 15,000
2026 11,000 4,000 15,000
2027 11,000 4,000 15,000
Thereafter 33,000 34,667 67,667
Total minimum future payments $ 88,000 $ 54,667 $ 142,667

NoTeEl. BOARD DESIGNATED NET ASSETS

The board of directors for GVR has designated portions of total net assets without donor restrictions to be used for emergency
funding of operations, replacement and repair of major capital assets, and new projects.

Activity in board-designated net assets was as follows for the year ended December 31, 2022:

Repairs and
Emergency Initiatives replacements Total

Beginning balance $ 1,155,668 $ 2,190,524 $ 9,148,893 $ 12,495,085
Board designations:

Capital fees - 649,825 - 649,825

Other designations (467,156) 479,715 1,402,519 1,415,078

Expended for projects - (551,901) (1,920,638) (2,472,539)

Investment income (212,796) (212,818) (971,133) (1,396,747)

Change in accrued interest 15,526 (8,756) 2,365 9,135

Total board designated net assets $ 491,242 $ 2,546,589 $ 7,662,006 $ 10,699,837

The accompanying notes are an integral part of these financial statements. Page 19
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December 31, 2022 Green Valley Recreation, Inc.
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Activity in board-designated net assets was as follows for the year ended December 31, 2021:

Repairs and
Emergency Initiatives replacements Total

Beginning balance $ 978,488 $ 1,132,391 $ 7,906,632 $ 10,017,511
Board designations:

Capital fees - 634,035 - 634,035

Other designations - 611,323 2,230,783 2,842,106

Expended for projects - (208,494) (1,475,975) (1,684,469)

Investment income 177,238 21,012 479,897 678,147

Change in accrued interest (58) 257 7,556 7,755

Total board designated net assets $ 1,155,668 $ 2,190,524 $ 9,148,893 $ 12,495,085

NoTeE J. NET ASSETS WITH DONOR RESTRICTIONS

Activity in net assets with donor restrictions for the year ended December 31, 2022, and balances of net assets with donor
restrictions as of the year then ended, were as follows:

Beginning
balance Contributions Releases Ending balance
Subject to purpose restrictions:
Monument sign $ 30,000 $ -8 30,000 $ -

Activity in net assets with donor restrictions for the year ended December 31, 2021, and balances of net assets with donor
restrictions as of the year then ended, were as follows:
Beginning
balance Contributions Releases Ending balance

Subject to purpose restrictions:
Monument sign $ - $ 30,000 $ - $ 30,000

NoTE K. REVENUE FROM CONTRACTS WITH CUSTOMERS

During the years ended December 31, 2022 and 2021, GVR recognized $4,673,666 and $3,729,025, respectively, in previously
deferred revenue for member dues, program revenue, and access card fees.

GVR had no contract assets at either December 31, 2022 or 2021. Although there are no outstanding performance obligations
related to new member capital and initial fees, GVR has recorded a liability for estimated refunds of these fees totaling $202,757
and $294,507 at December 31, 2022 and 2021, respectively.

The accompanying notes are an integral part of these financial statements. Page 20
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December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

Disaggregated revenue from contracts with customers and allocated performance obligations as of and for the year ended
December 31, 2022 was as follows:

Outstanding

Revenue performance
Revenue recognition method recognized obligation

Point in time:

New member capital and initial fees $ 3,637,550 $ -

Late fees 87,044 -
Over time:

Membership dues 6,947,340 4,603,250

Member, tenant and guest fees 247,452 -

Facility rental 21,163 -

Cell tower lease income 43,105 -

Performance activity:
Program revenue 401,554 130,021
Advertising revenue - -

$ 11,385,208 $ 4733271

Disaggregated revenue from contracts with customers and allocated performance obligations as of and for the year ended
December 31, 2021 was as follows:

Outstanding

Revenue performance
Revenue recognition method recognized obligation

Point in time:

New member capital and initial fees $ 3,688,603 $ -

Late fees 64,756 -
Over time:

Membership dues 6,942,771 4,538,837

Member, tenant and guest fees 159,813 -

Facility rental 5,110 -

Cell tower lease income 41,594 -
Performance activity:

Program revenue 212,686 134,829

Advertising revenue 22,565 -

$ 11,137,898 $ 4,673,666

The accompanying notes are an integral part of these financial statements. Page 21



December 31, 2022 Green Valley Recreation, Inc.
(a not-for-profit corporation)

NoTE L. FUTURE MAJOR REPAIRS AND REPLACEMENTS

GVR’s governing documents allow funds to be accumulated for future major repairs and replacements. The capital replacement
reserves aggregated $7,661,691 and $9,148,893 as of December 31, 2022 and 2021. GVR funds such major repairs and
replacements over the estimated useful lives of the components based on estimates of current replacement costs and the
consideration of amounts previously accumulated. A full reserve study by an outside consultant was obtained in June of 2016
and updated in August of 2021 and in October of 2022. The most recent study concluded that the fully funded reserve balance
at December 31, 2022 would be $9,841,795 of which GVR had funded $7,661,691 or 78% at December 31, 2022. The reserve
study is based on a recommended annual contribution of $1,179,941 for 2022 to the replacement reserve, to be increased
annually at a rate of 6.76%, inclusive of an assumed inflation factor of 2.5% on the costs of replacement items.

Actual expenditures may vary from the estimated amounts and variances may be material. Therefore, amounts accumulated in
the future major repairs and replacement fund may not be adequate to meet future needs. If additional funds are needed, GVR
has the right to levy increased regular assessments or to delay major repairs and replacements until funds are available.
Additionally, GVR may impose a special assessment, if such an assessment is approved in advance, by a majority of the
members voting.

NoTE M. RETIREMENT PLAN

All GVR employees that are 20.5 years of age or older and have attained at least 1,000 annual working hours are eligible to
participate in GVR’s 401(k) retirement plan. Employees may contribute an amount up to the annual IRS limit. GVR matches
the percentage the employee contributes per pay period up to 5% of compensation. Retirement plan contributions made by GVR
were $105,293 and $116,788 for the years ended December 31, 2022 and 2021, respectively.

NoOTE N. RELATED PARTY TRANSACTIONS

Many of GVR’s members also participate in special interest clubs that utilize meeting space in recreational buildings at no
charge. GVR also provides these clubs with minor administrative services at no charge. Several employees of GVR are also
GVR members. During the years ended December 31, 2022 and 2021, GVR received no in-kind revenue.

During the years ended December 31, 2022 and 2021, the Foundation’s Member Assistance Program provided $21,900 and
$34,088, respectively, to GVR on behalf of specific members for membership dues. The Foundation was an entity under
common control until 2020. Amounts recorded as custodial liabilities in the accompanying statements of financial position
represent amounts collected on behalf of the Foundation.

NoTE O. IN-KIND DONATIONS

In-kind contributions recognized during the years ended December 31, 2022 and 2021 consisted of space provided to the
Foundation at no charge under the agreement for purchase of real property from the Foundation.

NoTE P. CONTINGENCIES

GVR is involved from time-to-time in various claims and legal actions in the ordinary course of business. Management does
not believe that the impact of such matters will have a material adverse effect on their financial position or results of operations
when resolved.

NOTE Q. SUBSEQUENT EVENTS

The preparation of financial statements to conform with US GAAP requires management to disclose the date through which the
subsequent events (i.e., an event or transaction that occurs after the balance sheet date but before the financial statements are
issued) were evaluated when determining whether adjustment or disclosure in the financial statements is required. Management
of GVR evaluated subsequent events through h, which represents the date the accompanying financial statements
were available to be issued.

The accompanying notes are an integral part of these financial statements. Page 22
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ToOPICS FOR DISCUSSION

* Required Communications with Those Charged with Governance at
the Conclusion of the Audit

* Auditors’ Report on Financial Statements

* Key Audit Areas

* Financial Statement Highlights

* Management Letter Comments

* Upcoming Accounting Standards Affecting GVR
* Industry Updates

* Concluding Remarks

* Questions
Q 36



REQUIRED COMMUNICATIONS WITH THOSE CHARGED
VAVITH GOVERNANCE AT THE CONCLUSION OF THE
UDIT

* Qualitative aspects of accounting practices
o Two new accounting standards adopted for December 31,2022
o Application of existing accounting policies did not change

o We noted no transactions during the period for which there is a
lack of authoritative guidance

* Difficulties encountered in performing the audit
o We encountered no difficulties in performing the audit

* Corrected and uncorrected misstatements
o We identified two audit adjustments and seven reclassifications
o There were no passed adjustments
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REQUIRED COMMUNICATIONS WITH THOSE CHARGED
WITH GOVERNANCE AT THE CONCLUSION OF THE
AUDIT (CONT'D)

* Disagreements with management
o There were no disagreements with management

* Management consultations with other independent

accountants
o No such consultations were required

* Other matters
o No other matters require communication to the Board
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AUDITORS’ REPORT ON FINANCIAL STATEMENTS

* R&A issued an unmodified opinion
o Unmodified or sometimes referred to as a “clean opinion”

o There were no material modifications to the financial statements
required for them to be in conformity with accounting standards
generally accepted in the United States of America

o We have issued comparative financial statements for 2022 and

2021, but we have audited 2022 and have made reference to
HBL's opinion for 2021
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KEY AUDIT AREAS

* Program Revenue & Receivables

* Investments

* Property & Equipment

* Program Expenses,Accounts Payable and Other Liabilities
* Payroll & Related Liabilities

* Deferred Revenue

* Net Assets

* Cash
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FINANCIAL STATEMENT HIGHLIGHTS

Overall 3 Year Trends
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FINANCIAL STATEMENT HIGHLIGHTS

* Decrease in Cash of $3.3M

o Decrease in operating cash resulted from $2.7M of investments in fixed assets and
construction in process as well as an additional $3.6M of purchased investments, net
of positive cash flow from operations of $3M.

* Increase in Investments of $1.7M

o Increase in investments resulted from the additional fundinF from operating cash and
over $300K of investment income, which was offset by realized and unrealized
losses of $1.8M.

* Increase in Property & Equipment of $2.7M

o Increase in property and equipment resulted from investments in building
improvements and grounds amenities during the year.

* Liabilities were stable year over year
* Decrease in Net Assets of $562K

* Decrease in Revenues of $2M

* Decrease in Expenses of $133K
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FINANCIAL STATEMENT HIGHLIGHTS

7,000,000
6,000,000
5,000,000
4,000,000
3,000,000

Revenue Segmentation 3 Year Trends
2,000,000
1,000,000

0I- ey R

(1,000,000) Membership Cap and Initial  Investm Member, Program
Dues Fees Income Tenant, and Revenue
Guest Fees

(2,000,000)

H 2020 m2021 m2022

43




FINANCIAL STATEMENT HIGHLIGHTS

* Membership Dues were stable year over year

o 51 new members in 2022 and annual dues in 2022 were the same as
2021 at $505.

* Decrease in New Member Capital and Initial Fees of $51K
o Fewer homes were sold in 2022.

* Decrease in investment income of $2.2M
o Interest and dividends were $79K higher in 2022, but GVR went from
a $413K unrealized gain in 2021 to a $1.8M unrealized loss in 2022.
* Increase in Member, Tenant, and Guest Fees of $88K
o More sales of member and nonmember season passes in 2022
compared to 2021 generating additional revenue.
* Increase in Program Income of $45K
o More community events held in 2022 compared to 2021 generating
additional revenue.
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FINANCIAL STATEMENT HIGHLIGHTS

Expense Trends by Major Group
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FINANCIAL STATEMENT HIGHLIGHTS

Expense Segmentation 3 Year Trends
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FINANCIAL STATEMENT HIGHLIGHTS

* Decrease in Salaries and Wages of $ 160K

o Primarig' related to the end of a compensation payout agreement
that ended in 2021.

* Decrease in Employee Related Expenses of $75K
o Primarily related to less medical insurance costs and payroll taxes.

* Increase in Facility Maintenance of $35K
o Primarily related to equipment repairs and maintenance.

* Increase in Insurance of $19K
o Relatively stable year over year, increase from higher premiums.

* Decrease in Repairs and Maintenance of $291K

o Resulted from higher spending in 2021 for parkin%lot resurfacings
and other projects completed in 2021.The year 2022 was more
comparable with 2020 spending.
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FINANCIAL STATEMENT HIGHLIGHTS

* Increase in Supplies of $1 17K
o Resulted from high consumption of hardware supplies in 2022
compounded by rising costs due to inflation over the last year.

* Increase in Utilities of $126K

o Primarily related to more natural gas consumption, but all areas
are up slightly. Partly due to a colder season in 2022 and the fact

that the new property has been the responsibility of GVR for a
full year in 2022.

* Increase in Recreational Contracts of $1 15K

o More events held in 2022 compared to 2021, thus costs to retain
instructors and performers has increased.
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FINANCIAL STATEMENT HIGHLIGHTS

e Statement of Cash Flows —

o Cash provided by operating activities decreased $334K

* Decreased operating cash flows resulted primarily from the decreased
revenue compared to 2021.

o Cash used by investing activities increased $3.6M

* Increased from more investments in marketable securities and property
and equipment.

o Cash used by financing activities is comparable year over year
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FINANCIAL STATEMENT HIGHLIGHTS

* Notes to the Financial Statements —
o Note D - Liquidity and Availability of Financial Assets
o Note E — Operating and Capital Leases
o Note L — Future Major Repairs and Replacements
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MANAGEMENT LETTER COMMENTS

* Material weaknesses
o We identified no material weaknesses

* Significant deficiencies
o We identified one significant deficiency

* Other Matters
o We identified two areas for management consideration

51



INDUSTRY UPDATES

* Homeowners’ associations have experienced annual industry
revenue growth of 1.4% over the last five years, which includes a
|.2% decline in 2023 alone.This does not include inflation.

* Over the next five years, industry revenue will rise at an annual
growth rate of 0.9%.This does not include inflation.

* The industry will be negatively impacted by the stagnancy in
homeownership rates resulting from 2022. However, GVR has a
slightly different market - retirees.

* Baby Boomers were born from 1946 to 1964, which means the
last of these will be retiring over the next decade. Research
indicates that since the COVID-19 Pandemic, more Americans are
fleeing cities to live in more rural and warmer climates,
particularly the Southwest.
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INDUSTRY UPDATES

* Retirees generally have lower credit requirements and pay for
homes either completely in cash or a very high percentage of the
closing in cash.Thus, they are generally not as sensitive to rising
interest rates.

* Senior living communities will continue to be a key element to
industry revenue.

* Housing starts are a key external driver in the industry. Over the
last six months, new housing permits are down on average 48%
compared to one year ago in the Tucson Metro area, which
includes Green Valley.

* Lenders have started to see some softening in their lending
practices with construction projects and they are not seeing
much if any movement on new projects in Green Valley.
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UPCOMING ACCOUNTING STANDARDS
AFFECTING GVR

* Accounting Standard Update (ASU) No. 2016-13 “Financial
Instruments — Credit Losses (Topic 326)” which will be effective for
the year ended December 31, 2023.

o This ASU will require management to reconsider its model for
assessing credit losses in relation to accounts receivable.The new
model will require “expected credit losses” to be recorded at the
time the receivable is recognized, not when management has
reason to believe it may be uncollectible because of an event.
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THANKYOU

R&A’s partners and staff thank the Chief Financial
Officer, management, and staff of Green Valley
Recreation, Inc. for their cooperation throughout the
audit.

We also thank the Board of Directors for the
opportunity to serve Green Valley Recreation, Inc.
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