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THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Balance Sheet 

December 31, 2017 

The accompanying notes are an integral part of the financial statements. 2 

Operating 
Fund 

Reserve 
Fund  Total 

ASSETS

Cash and cash equivalents 14,057$       329,281$   343,338$     
Certificate of deposit -                   29,077       29,077         
Accounts receivable – net of allowance
   for doubtful accounts of $ -0- 5,608           -                 5,608           
Prepaid insurance 24,106         -                 24,106         

Total assets 43,771$       358,358$   402,129$     

LIABILITIES AND FUND BALANCES

Accounts payable 8,637$         -$               8,637$         
Prepaid common charges 11,805         -                 11,805         

Total liabilities 20,442         -                 20,442         

Fund balances 23,329         358,358     381,687       

Total liabilities and fund balances 43,771$       358,358$   402,129$     



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Statement of Revenue, Expenses, and Changes in Fund Balances 

For the Year Ended December 31, 2017 

The accompanying notes are an integral part of the financial statements. 3 

Operating 
Fund

Reserve 
Fund Total

Revenue
Common charges 397,092$  69,468$   466,560$    
Garage fees 6,120       -              6,120         
Late fees 1,747       -              1,747         
Interest income 21              942           963             

Total revenue 404,980     70,410      475,390      

Expenses
Management fees 33,800     -              33,800       
Water and sewer 1,915       -              1,915         
Electricity 14,239     -              14,239       
Insurance 63,123     -              63,123       
Rubbish removal 7,936       -              7,936         
Building maintenance 44,706     -              44,706       
Lighting and fire alarm 4,184       -              4,184         
Fertilization 12,045     -              12,045       
Landscaping 56,142     -              56,142       
Landscaping – additional 12,827     -              12,827       
Snow removal 74,593     -              74,593       
Office expense 4,373       24            4,397         
Professional fees 6,028       -              6,028         
Capital improvement – deck staining 5,225       -              5,225         
Capital improvement – paving/drainage 9,275       -              9,275         
Capital improvement – roadways 4,658       -              4,658         
Capital improvement – building upgrades 51,514       -               51,514        

Total expenses 406,583     24             406,607      

Excess (deficit) of revenue over expenses (1,603)     70,386    68,783       

Fund balances, beginning of year 36,200     287,972  324,172      
Prior period adjustment – see Note 5 (11,268)     -               (11,268)       

Fund balances, beginning of year – restated 24,932       287,972    312,904      

Fund balances, end of year 23,329$     358,358$  381,687$    



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Statement of Cash Flows 

For the Year Ended December 31, 2017 

The accompanying notes are an integral part of the financial statements. 4 

Operating 
Fund 

Reserve 
Fund      Total     

Cash flows from operating activities:
Common charges collected 397,957$  69,468$    467,425$  
Garage fees collected 6,120        -                6,120        
Late fees collected 1,747        -                1,747        
Interest income received 21             942           963           
Cash paid for expenditures (408,897)   (24)            (408,921)   
Income tax paid -                -                -                
Interest paid -                -                -                

Net cash provided (used) by operating activities (3,052)       70,386      67,334      

Cash flows from investing activities:
Purchase of certificate of deposit -                (358)          (358)          

Change in cash and cash equivalents (3,052)       70,028      66,976      
Cash and cash equivalents, beginning of year 17,109      259,253    276,362    

Cash and cash equivalents, end of year 14,057$    329,281$  343,338$  

  to net cash provided by operating activities:
  Excess (deficit) of revenue over expenses (1,603)$     70,386$    68,783$    

Changes in:     
Accounts receivable 1,303        -                1,303        
Prepaid insurance (6,825)       -                (6,825)       
Accounts payable 4,511        -                4,511        
Prepaid common charges (438)          -                (438)          

Net cash provided (used) by operating activities (3,052)$     70,386$    67,334$    

Reconciliation of excess of revenue over expenses 



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Notes to Financial Statements 

December 31, 2017 

5 

 
1. ORGANIZATION AND OPERATIONS 
 

The Fairways at Torrington Association, Inc., “the Association,” was incorporated in 1985 
under the Non-Stock Corporation Act of the State of Connecticut as a not-for-profit entity.  
The Association’s membership comprises the owners of the one hundred sixty-two (162) units 
located on over twenty eight (28) acres in Torrington, Connecticut.  The Association’s 
documents provide that it operate and administer the condominium and maintain and protect 
the common areas. 
 
The Association’s financial affairs and daily operations are managed by an independent 
management company pursuant to a contractual agreement.  The Board retains control over 
the savings account and other amounts which comprises its future major repairs and 
replacements fund. 
 
The common areas, including grounds, etc., are owned by the individual unit owners with 
undivided interests as tenants in common.  Accordingly, such common property is not 
recognized as an asset of the Association.  However, the maintenance, upkeep, and other 
expenses associated with such common property is the responsibility of the Association. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Method of Accounting 
 
The Association’s financial statements are presented on the accrual basis using generally 
accepted accounting principles appropriate for condominium associations.  Under this method, 
revenues have been recorded when earned and expenses when incurred rather than when 
collected or paid. 
 
Improvements and additions to the real property and other common elements are not 
capitalized, since such improvements are considered common elements, which belong to unit 
owners rather than to the Association. 
 
Assessments are fixed by the Board on an annual basis and charged to the individual unit 
owners on their proportionate share of common expenses as determined based on established 
criteria.  Assessments paid by unit owners prior to due dates are recognized as a liability under 
the caption “prepaid common charges.”  Conversely, assessments charged, but uncollected by 
due dates, are recognized as an asset under the caption “accounts receivable.” 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents consists of all checking accounts; interest bearing savings and 
money market accounts; and all certificates of deposit having a term of three months or less. 
 
  



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Notes to Financial Statements 

December 31, 2017 

6 

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 

 
Allowance for Doubtful Accounts 
 
The Association makes, when necessary, a provision for possible uncollectible common fees 
and other charges. 
 
Income Taxes 
 
The Association has elected to be treated as a tax exempt homeowners’ association under 
Section 528 of the Internal Revenue Code.  Accordingly, the Association’s exempt function 
income is exempt from federal and state income taxation.  Interest and other non-exempt 
function income, less expenses and deductions directly related to such non-exempt function 
income, are subject to federal income taxation at a statutory rate of thirty percent (30%).  For 
the year ended December 31, 2017, the provision for federal income tax is $ 0. 
 
As of the year end December 31, 2017 the Association’s tax filings are subject to audit by 
federal and state taxing authorities.  The Association’s federal income tax returns for the 
calendar years ended 2015, 2016, and 2017 remain open to examination by the Internal 
Revenue Service; and state income tax returns for the calendar years ended 2015, 2016, and 
2017 are open to examination by the Connecticut Department of Revenue Service. 
 
The Association has no material uncertain tax positions that qualify for either recognition or 
disclosure in the financial statements.   
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management 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 from those estimates. 
 

3. FUND BALANCES 
 
Operating Fund 
 
The balance in this fund is the accumulated excess of the Association’s revenue over its 
expense.   
  



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Notes to Financial Statements 

December 31, 2017 

7 

 
3. FUND BALANCES, continued 

 
Reserve Fund 
 
The Association’s governing documents require that funds be accumulated for future major 
repairs and replacements in a separate reserve fund account. 
 
The Association is funding this reserve using a study prepared in in 2007 and updated in 2012, 
using estimates provided by Advanced Reserve Solutions, Inc., a consulting firm, estimated 
the remaining useful lives and the replacement costs of the components of common property. 
 
Since actual expenditures may vary from estimated future expenditures and the variations may 
be material, amounts accumulated in the reserve fund may not be adequate to meet all future 
needs for major repairs and replacements.  If additional funds are needed, the Association has 
the right to increase regular assessments, pass special assessments, borrow funds or delay 
major repairs and replacements until funds are available. 
 
During the current year, the Association contributed $ 69,468 of common charges to meet the 
future needs for major repairs and replacements and used $ 24 for bank charges.  
 

4. CREDIT RISK 
 
At December 31, 2017, the Association had a balance at Liberty Bank of $ 329,281 which 
exceeded the Federal Deposit Insurance Corporation (FDIC) limit of $ 250,000 for both 
interest and non-interest bearing accounts.  This meant that if Liberty Bank had any financial 
difficulties, the Association may have lost any money it had deposited over the $ 250,000 limit; 
in this case it would have meant $ 79,281. 
 

5. PRIOR PERIOD ADJUSTMENT 
 
During the year ended December 31, 2016, prepaid common charges were under reported.  An 
additional amount of $ 11,268 of prepaid common charges were included in income but should 
not be recognized in this period. 
 
For the year ended December 31, 2017, to correct this error, the beginning balance of the 
operating fund at January 1, 2017 was decreased by the prior period adjustment of $ 11,268 
and a higher prepaid common charges balance was recorded. 
  



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Notes to Financial Statements 

December 31, 2017 

8 

 
6. DATE OF MANAGEMENT’S REVIEW 

 
In preparing the financial statements, the Association has evaluated subsequent events and 
transactions for potential recognition or disclosure through March 1, 2020 the date that the 
financial statements were available to be issued. 
 



 

 

SUPPLEMENTARY INFORMATION 
 



THE FAIRWAYS AT TORRINGTON ASSOCIATION, INC. 
Schedule 1 – Supplementary Information on 

Future Major Repairs and Replacements 
December 31, 2017 

(Unaudited) 

The accompanying notes are an integral part of the financial statements.  10  

 
 
In 2007, the Association, using a formal study provided by Advanced Reserve Solutions, Inc., a 
consulting firm, estimated 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 at the date of the study.  Estimated replacement costs were 
revised in 2012 but do not take into account the effects of market changes between the date of the 
study and the date that the components will require repair or replacement.  The following table 
presents a summary of this analysis:   
 
 
    
  Estimated Estimated 
  Remaining  Replacement 
 Components                                    Lives (yrs)           Costs      
 

Streets 1-9 $   288,393
Roofs 0-9 239,600
Grounds 0-7 102,300
Interior 4-11 50,919
Exterior 2-19 428,420
Guard rails 0 11,500
Equipment 2        10,000
 
 $1,131,132

 


