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To the Board of Directors of: 

ANTHEM COMMUNITY COUNCIL, INC. 
Anthem, Arizona 
 

We have audited the financial statements of Anthem Community Council, Inc. (the Council) as of and for the 
year ended December 31, 2018, and have issued our report thereon dated February 12, 2020.  Professional 
standards require that we provide you with information about our responsibilities under generally accepted 
auditing standards, as well as certain information related to the planned scope and timing of our audit.  We have 
communicated such information in our engagement letter dated September 5, 2018.  Professional standards also 
require that we communicate to you the following information related to our audit. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Anthem Community Council, Inc. are described in Note 1 to the financial 
statements. No new accounting policies were adopted and the application of existing policies was not changed 
during 2018.  We noted no transactions entered into by the Council during the year for which there is a lack of 
authoritative guidance or consensus.  All significant transactions have been recognized in the financial 
statements in the proper period.  

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected. 
The most sensitive estimates affecting the financial statements were:  

•  Management’s estimate of the useful lives of land, building, and equipment is based on reserve study 
and historical data. 

•  Management’s estimate of the allowance for doubtful accounts is based on Management’s review of the 
accounts receivable aging schedules, collectability of current accounts, and historical bad debt write 
offs. 

We evaluated the key factors and assumptions used to develop these estimates in determining that it is 
reasonable in relation to the financial statements taken as a whole. 

Certain financial statement disclosures are particularly sensitive because of their significance to the financial 
statement users.  The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Audit Adjustments 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are trivial, and communicate them to the appropriate level of management. Management 
has corrected all such misstatements, which are included in the attached schedule of audit adjustments. 
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Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to 
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during 
the course of our audit. 

Management Representations 

We have requested certain representations from management that are included in the management representation 
letter dated February 12, 2020. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an 
accounting principle to the Council’s financial statements or a determination of the type of auditor’s opinion that 
may be expressed on those statements, our professional standards require the consulting accountant to check 
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such 
consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the Council’s auditors. However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
retention.  

Other Information in Documents Containing Audited Financial Statements 

With respect to the supplementary information about future repairs and replacements accompanying the 
financial statements, we have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge 
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 

This information is intended solely for the information and use of the Board of Directors, management, and 
owners who pay assessments to Anthem Community Council, Inc. and is not intended to be and should not be 
used by anyone other than these specified parties. 

As always, we will be happy to discuss these or any other topics at your convenience.  We would like to 
take this opportunity to express our appreciation to Neal Shearer and the ACC staff for the fine cooperation we 
received during the course of the audit.  We look forward to many years of continued service to Anthem 
Community Council, Inc. 

Tempe, Arizona 
February 12, 2020 
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INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of: 

ANTHEM COMMUNITY COUNCIL, INC. 
Anthem, Arizona 

We have audited the accompanying financial statements of Anthem Community Council, Inc., which comprise 
the balance sheets as of December 31, 2018 and 2017, and the related statements of revenues, expenses and 
changes in fund balances and cash flows for the years then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Anthem Community Council, Inc. as of December 31, 2018 and 2017, and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Tempe, Arizona 
February 12, 2020



 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

ASSETS

Cash and cash equivalents $ 2,339,076           $ 2,779,280       $ 224,638 $ 5,342,994       $ 2,263,910           $ 3,173,982       $ 224,014 $ 5,661,906       
Investments 2,182,309           12,032,344     1,216,307                15,430,960     2,160,139           11,212,077     1,197,054                14,569,270     

 Accounts and other receivables, net of allowance of 
$385,236 and $432,972, respectively 109,321              - - 109,321          33,813 - - 33,813            
Interfund balances (472,077)             894,260          (422,183) - (390,751) (1,756) 392,507 - 
Due from related parties 171,374              - - 171,374          50,013 - - 50,013            
Accrued interest receivable - 10,989 - 10,989 - 71,808 5,811 77,619            
Prepaid expenses and other assets 114,179              - - 114,179 110,661 - - 110,661          
Property and equipment, net 16,150,412         - - 16,150,412     15,086,853 - - 15,086,853     

20,594,594         15,716,873     1,018,762                37,330,229     19,314,638         14,456,111     1,819,386                35,590,135     

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable 346,480 - - 346,480          474,039 - - 474,039          
Accrued expenses 392,241              - - 392,241          486,776              - - 486,776          
Prepaid assessments 1,020,528           - - 1,020,528       1,048,307           - - 1,048,307       
Deferred revenues 33,212 - - 33,212            57,370 - - 57,370            

1,792,461           - - 1,792,461       2,066,492           - - 2,066,492       

FUND BALANCES 18,802,133         15,716,873     1,018,762                35,537,768     17,248,146         14,456,111     1,819,386                33,523,643     

$ 20,594,594         $ 15,716,873     $ 1,018,762                $ 37,330,229     $ 19,314,638         $ 14,456,111     $ 1,819,386                $ 35,590,135     

2018 2017

ANTHEM COMMUNITY COUNCIL, INC
BALANCE SHEETS

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

The Accompanying Notes are an Integral Part 
of These Financial Statements.
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 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

REVENUES
Ownership assessments $ 6,914,298           $ 2,100,000       $ - $ 9,014,298       $ 6,850,439           $ 2,040,000       $ - $ 8,890,439       
Community enhancement fees - - 921,623 921,623          - - 833,548 833,548          
Other fees and income 778,155              - - 778,155          676,203              - - 676,203          
Classes, programs, and events revenues 1,197,198           - - 1,197,198       1,209,697           - - 1,209,697       
Investment income (loss) 66,895 179,532 18,824 265,251          49,506 198,344          18,261 266,111          

8,956,546           2,279,532       940,447 12,176,525     8,785,845           2,238,344       851,809 11,875,998     

EXPENSES
Administrative 4,977,252           - - 4,977,252       4,538,147           - - 4,538,147       
Utilities 1,054,723           - - 1,054,723       1,016,170           - - 1,016,170       
Contract services 1,751,225           - - 1,751,225       1,793,393           - - 1,793,393       
Repairs and maintenance 805,113              - - 805,113          812,248              - - 812,248          
Depreciation expense 743,855              - - 743,855          756,563              - - 756,563          
Major repairs and replacements - 987,887 - 987,887 - 1,611,411 - 1,611,411 
Enhancement fee expenses - - 4,758 4,758              - - 4,772 4,772              
Income tax provision (benefit) (162,413)             - - (162,413)         51,400 - - 51,400            

9,169,755           987,887          4,758 10,162,400     8,967,921           1,611,411       4,772 10,584,104     
- - 

CHANGE IN FUND BALANCES (213,209)             1,291,645       935,689 2,014,125       (182,076)             626,933          847,037 1,291,894       

FUND BALANCES, beginning of year 17,248,146         14,456,111     1,819,386                33,523,643     17,398,040         13,841,749     991,960 32,231,749     

Interfund transfers 1,767,196           (30,883)           (1,736,313)              - 32,182                 (12,571)           (19,611) - 

FUND BALANCES, end of year $ 18,802,133         $ 15,716,873     $ 1,018,762                $ 35,537,768     $ 17,248,146         $ 14,456,111     $ 1,819,386                $ 33,523,643     

2018 2017

ANTHEM COMMUNITY COUNCIL, INC
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

The Accompanying Notes are an Integral Part
of These Financial Statements.
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 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

 OPERATING
FUND 

 RESERVE 
FUND 

 ENHANCEMENT
FUND TOTAL

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in fund balances $ (213,209)             $ 1,291,645       $ 935,689 $ 2,014,125       $ (182,076)             $ 626,933          $ 847,037 $ 1,291,894       
Adjustments to reconcile change in fund balances to
  net cash provided by operating activities:

Depreciation 743,855              - - 743,855          756,563              - - 756,563          
Bad debt expense (28,004)               - - (28,004)           (114,090)             - - (114,090)         
Unrealized (gain) loss on investments - 125,747 8,004 133,751          - 49,296 6,893 56,189            
(Increase) decrease in

Accounts receivable, net (47,504)               - - (47,504)           113,719              - - 113,719          
Accrued interest receivable - 60,819 5,811 66,630            - (26,740) (560) (27,300) 
Change in interfund balances 81,326 (896,016) 814,690 - 553,626              49,077 (602,703) - 
Prepaid expenses and other assets (3,515) - - (3,515)             24,740 - - 24,740            

Increase (decrease) in
Accounts payable (93,099)               - - (93,099)           310,264              - - 310,264          
Accrued expenses (94,535)               - - (94,535)           139,794              - - 139,794          
Due to related party (155,824)             - - (155,824)         (666,300)             - - (666,300)         
Prepaid assessments (27,779)               - - (27,779)           32,051 - - 32,051            
Deferred revenues (24,158)               - - (24,158)           6,559 - - 6,559              

Net cash provided by operating activities 137,554              582,195          1,764,194                2,483,943       974,850              698,566          250,667 1,924,083       

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments (22,170)               (946,014)         (1,125,897)              (2,094,081)      (43,678)               (6,270,298)      (1,134,322)              (7,448,298)      
Proceeds from sale of investments - - 1,098,640                1,098,640       - 4,029,302 1,110,983                5,140,285       
Purchases of property and equipment (1,807,414)          - - (1,807,414)      (141,835)             - - (141,835)         

(1,829,584)          (946,014)         (27,257) (2,802,855)      (185,513)             (2,240,996)      (23,339) (2,449,848)      

CASH FLOWS FROM FINANCING ACTIVITIES:
Transfer from enhancement fund 1,767,196           (30,883)           (1,736,313)              - 32,182 (12,571)           (19,611) - 

1,767,196           (30,883)           (1,736,313)              - 32,182 (12,571)           (19,611) - 

NET (DECREASE) INCREASE IN CASH AND
CASH EQUIVALENTS 75,166 (394,702)         624 (318,912)         821,519              (1,555,001)      207,717 (525,765)         

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR 2,263,910           3,173,982       224,014 5,661,906       1,442,391           4,728,983       16,297 6,187,671       

CASH AND CASH EQUIVALENTS,
END OF YEAR $ 2,339,076           $ 2,779,280       $ 224,638 $ 5,342,994       $ 2,263,910           $ 3,173,982       $ 224,014 $ 5,661,906       

SUPPLEMENTAL DISCLOSURES OF 
CASH FLOW INFORMATION

Cash paid for income taxes $ 18,280 $ - $ - $ 18,280            $ 22,100 $ - $ - $ 22,100            

Net cash (used in) provided by financing activities

20172018

ANTHEM COMMUNITY COUNCIL, INC
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

Net cash (used in) provided by investing activities

The Accompanying Notes are an Integral Part
of These Financial Statements.

4



ANTHEM COMMUNITY COUNCIL, INC. 
NOTES TO THE FINANCIAL STATEMENTS 
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

Anthem Community Council, Inc. (the Council) was incorporated on January 8, 1999 under the general non-
profit laws of the State of Arizona.  The Council was organized to serve the common good and general welfare 
of the Anthem Community and it is the responsibility of the Council to preserve and maintain the common 
property.  The property is located in Anthem, Arizona. 

Basis of Accounting 

The Council utilized the accrual basis of accounting. 

Fund Accounting 

The Council's governing documents provide certain guidelines for governing its financial activities.  To ensure 
observance of limitations and restrictions on the use of financial resources, the Council maintains its accounts 
using separate funds.  Financial resources are classified for accounting and reporting purposes in the following 
funds established according to their nature and purpose: 

Operating Fund 

This fund is used to account for financial resources available to the general operations of the Council. 

Reserve Fund 

This fund is used to accumulate financial resources designated for future major repairs and replacements. 

Enhancement Fund 

This fund is used to accumulate financial resources collected at the close of escrow on the transfer of title 
to a residential or non-residential Lot.  The Council Board shall have sole discretion to specify the amount 
and method of determining the Community Enhancement Fee, provided the Community Enhancement Fee 
shall not exceed ¼% (one quarter of one percent) of the gross selling price of the residential property. 
Enhancement fees for non-residential properties are based on a tiered amount determined by the selling 
price of the property.  The purpose of the Community Enhancement Fees shall be used for purposes which 
the Council Board deems beneficial to the general good and welfare of Anthem. 

Cash and Cash Equivalents 

The Council maintains cash at various financial institutions, which may at times exceed federally insured 
amounts.  The Council considers all highly liquid investments with original maturities of less than three 
months, to be cash equivalents. 

Investment Securities 

Investments, consisting primarily of certificates of deposit, U.S. Government Agency Securities, corporate 
bonds, municipal bonds, and mutual funds with readily determinable market values are measured at fair value, 
as of period-end in the financial statements. Investment income or loss (including realized gains and losses on 
investments, interest, and dividends) and unrealized gains and losses on investments are recognized in the 
statement of activities. 



ANTHEM COMMUNITY COUNCIL, INC. 
NOTES TO THE FINANCIAL STATEMENTS, (CONTINUED) 

DECEMBER 31, 2018 AND 2017 
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES, (CONTINUED) 

Accounts Receivable  

The annual budget and owner assessments are approved by the Board of Directors. Owners of property within 
the boundaries of Anthem are subject to quarterly assessments to provide funds for the Council’s operating 
expenses, future capital acquisitions, and major repairs and replacements. Assessments receivable at the 
balance sheet date represent fees due from property owners. 

The Council has an established policy regarding billing and collection procedures as described in the 
Declaration of Covenants, Conditions, and Restrictions.  Assessments are deemed delinquent after 15 days 
from the due date. A late fee currently equal to $15 is charged to homeowners at that time.  If payment continues 
to be delinquent after 30 days from the due date, a "First Collections Letter" is sent by the Council and a fee 
currently equal to $30 will be charged to the homeowner's account.  If the assessment is not paid after 60 days 
from the due date, the Council may, but is not required to send a "Demand Lien Letter" for immediate payment 
of unpaid assessments and will begin the process of filing a Notice of Claim Lien inclusive of a fee for 2018 
which was equal to $100, charged to the homeowner’s account, which will cover the cost of filing the lien and 
its eventual removal through payment of all open balances.   Any delinquency beyond 70 days from the original 
due date can be referred to the Council's legal counsel and/or collection agent.  Receivables are reviewed 
regularly and the Council establishes an allowance for doubtful accounts on receivables based on an estimate 
of accounts which may not be fully collected. 

The Council acts as the billing agent for assessments and other fees on behalf of Anthem Parkside Community 
Association, Inc. (Parkside), Anthem Country Club Community Association, Inc. (Country Club), and The 
Village at Anthem Condominium Council of Co-Owners, Inc. (the Village) (collectively referred to as the 
Associations) which are considered to be related parties through common ownership.  The Associations record 
assessments receivable and other fees levied by the Associations and related bad debts in the respective 
financial statements of each Association.  Receivables are secured by the real property assessed and every 
reasonable effort is applied in attempting to collect receivables. 

Prepaid Assessments and Revenue Recognition 

The annual budget and assessments are approved by the Board of Directors.  The Council receives assessments 
from owners to provide funds for operating expenses, future capital acquisitions and major repairs and 
replacements.  The Council, at times, collects assessments in advance.  Assessments are billed either monthly, 
quarterly, or semi-annually, based on the type of property and payment arrangements, and recognized as 
income earned, over the term of the assessment. 

Common and Personal Property 

The Council recognizes (a) common personal property and (b) real property to which it has title or other 
evidence of ownership and either: 

(1) based on the recommendations of management, can dispose of the property, at the discretion of its
Board of Directors, for cash or claims to cash and it can retain the proceeds

or 

(2) the property is used to generate significant cash flows from owners on the basis of usage or from
nonowners
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NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES, (CONTINUED) 

The Council capitalizes all personal property expenditures with a cost basis of $10,000 or more and an 
estimated useful life equal to or greater than three years.  Purchased property and equipment is recorded at cost 
and depreciated utilizing the straight-line method over the estimated useful lives of the property.  Major repairs 
and replacement expenditures are accounted for as expenses as incurred.  The Council capitalizes personal 
property assets at cost.  Depreciation on capitalized assets is computed using the straight-line method over the 
estimated useful lives of the assets. 

The Council reviews its property and equipment whenever events indicate that the carrying amount of the asset 
may not be recoverable.  An impairment loss is recorded when the sum of the future cash flows is materially 
less than the carrying amount of the asset.  An impairment loss is measured as the amount by which the carrying 
amount of the asset exceeds its fair value.  No impairment loss is recorded at December 31, 2018 and 2017. 

Income Taxes 

The Association has self-declared as an exempt organization for the years ended December 31, 2018 and 2017, 
and is approved for an exemption from federal income taxes under section 501 (c) (4) of the Internal 
Revenue Code. A provision is made in the financial statements for income tax expense on unrelated trade 
or business income earned, when required.  The Association files Form 990-T, which has a flat tax rate of 
21% that is applied to net taxable income.  The state tax rate that is applied to net taxable income is 4.9%.  As 
of December 31, 2018, Federal and State income tax returns for years subsequent to 2014 are subject to 
examination. 

The Association accounts for uncertain tax positions, if any, in accordance with FASB Accounting 
Standards Codification Section 740.  In accordance with these professional standards, the Association 
recognizes tax positions only to the extent that Management believes it is “more likely than not” that its tax 
positions will be sustained upon IRS examination.  Management believes that it has no uncertain tax position 
for the year ending December 31, 2018. 

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 certain reported 
amounts and disclosures.  Accordingly, actual results could differ from those estimates.  

Marketing and Advertising  

The Council expenses marketing and advertising costs as they are incurred.  Marketing and advertising 
expenses for the years ended December 31, 2018 and 2017 was $18,711 and $13,349, respectively. 

Presentation of Sales Tax 

The state and county impose a sales tax on the Council's sales to non-exempt customers.  The Council 
collects the sales tax from customers and remits the entire amount to the respective state and county.  The 
Council's accounting policy is to include the tax collected and remitted in revenue and cost of revenue. 



ANTHEM COMMUNITY COUNCIL, INC. 
NOTES TO THE FINANCIAL STATEMENTS, (CONTINUED) 

DECEMBER 31, 2018 AND 2017 

8 

NOTE 1 – NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES, (CONTINUED) 

Comparative Data and Reclassifications 

Certain amounts presented for prior year financial information have been reclassified in order to be consistent 
with the current year’s presentation. 

Subsequent Event 

Management has evaluated subsequent events through February 12, 2020 the date the financial statements 
were available to be issued.  

NOTE 2 - OWNER ASSESSMENTS 

Residential lot owners in Anthem Country Club and Anthem Parkside pay quarterly owner assessments which 
equaled $205.50 per lot, per qualifier in 2018 and 2017. Condominium owners within The Village at Anthem 
Condominium Council of Co-Owners, Inc. pay quarterly owner assessments which equaled $139.50 per unit 
in 2018 and 2017.  The Non-Residential owners of the Council pay semi-annual nonresidential lot assessments 
which equaled $616.50 per acre in 2018 and 2017.  Lot owners within Anthem Unit 101 (Paseo) additionally 
pay quarterly benefitted assessments which equaled $118.50 per lot in 2018 and 2017.  Bela Rosa Apartments 
are billed monthly assessments of $16,507.50 in 2018 and 2017. Other assessments include third party builder 
assessments which are billed at 25% of the residential rate per lot in 2018 and 2017. 

A community enhancement fee equal to .25% of gross selling price is charged at close of escrow on subsequent 
transfers of title of residential lots.  Community enhancement fees varying from $1,000 to $5,000 are charged 
on the sale of non-residential lots based on gross selling price.  For the years ended December 31, 2018 and 
2017, enhancement fees totaled $921,623 and $833,548. 

Total amounts billed on owner assessments and Council fees equaled $9,014,298 and $8,890,439 for the years 
ended December 31, 2018 and 2017, respectively.  No special assessments were levied during the years ended 
December 31, 2018 and 2017.  The annual budget and assessments to owners are determined and approved by 
the Board of Directors.  It is the Council's policy to retain excess operating funds, if any, at the end of the 
operating year for use in future operating periods. 

NOTE 3 - ACCOUNTS RECEIVABLE  

Accounts receivable consisted of the following at December 31: 

2018 2017
Assessments receivable $ 494,557        $ 466,785
Less:  Allowance for doubtful accounts (385,236)      (432,972)

$ 109,321        $ 33,813
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NOTE 4 - CONCENTRATIONS 

The Council's annual assessment revenue and related receivables are subject to a significant concentration of 
credit risk given that the revenue is received primarily from owners located within a small geographical area 
that can be adversely impacted by similar economic conditions.  The financial instruments that potentially 
subject the Council to credit risk consist of assessments receivable from individual unit owners, the majority 
of which contain provisions for recovery by placing liens on real property and through legal judgments.  In the 
event that the owners do not comply with the terms of the Covenants, Conditions, and Restrictions and 
collection efforts by the Council are unsuccessful, the Council could incur a loss equal to the amount due. 

NOTE 5 – INVESTMENT SECURITIES 

Investment in securities consisted of the following at December 31: 

2018 2017
Certificates of Deposit $ 1,748,043     $ 1,763,919     
U.S. Government agency securities 5,939,189     4,289,169     
Corporate and municipal bonds 5,838,755     6,700,207     
Mutual funds 1,904,973     1,815,975     

$ 15,430,960   $ 14,569,270   

The investment income recognized consisted of the following at December 31: 

2018 2017
Interest and dividends $ 399,000        $ 322,298        
Net of realized and unrealized gain (loss) on 
investments, bond premium amortization, and 
brokerage account fees (133,749)      (56,187)        

$ 265,251        $ 266,111        

The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes 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 are briefly described below: 

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

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in 
active markets, and inputs that are observable for the assets or liability, either directly or 
indirectly, for substantially the full term of the financial instrument. 

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 
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NOTE 5 – INVESTMENT SECURITIES, (CONTINUED) 

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement. At December 31, 2018 and 2017, all investments are classified as 
Level 1 within the fair value hierarchy. 

NOTE 6 – PROPERTY AND EQUIPMENT 

Property and equipment consisted of the following at December 31: 

2018 2017
Land improvements $ 10,249,059   $ 10,249,059
Buildings 22,597,877   21,594,168
Equipment 863,427        845,564
Furniture and fixtures 126,072        126,072
Vehicles 242,222        199,673

34,078,657   33,014,536
Accumulated depreciation (18,998,720)  (18,254,868)

15,079,937   14,759,668
Land 210,848   210,848
Construction in progress 859,627   116,337    

$ 16,150,412   $ 15,086,853

Depreciation expense for the years ended December 31, 2018 and 2017 was $743,855 and $756,563, 
respectively. 

Common property not included as assets in the financial statements in accordance with the accounting policy 
and consists primarily of landscape, landscape rights-of-way, fencing, and certain common area land parcels. 

NOTE 7 - RELATED PARTY TRANSACTIONS 

In April 2008, the affairs of the Council were transitioned to a resident owner controlled Board of Directors in 
accordance with governing documents. 

The Council will often pay for certain expenses on behalf of Anthem Parkside Community Association, Inc., 
Anthem Country Club Community Association, Inc., and The Village at Anthem Condominium Council of 
Co-Owners, Inc. (the Associations) which the Associations are obligated to repay. The Associations will also 
pay for certain expenses on behalf of the Council which the Council is obligated to repay.  At December 31, 
2018 and 2017, all interassociation receivables and payables are netted within the amounts owed by the Council 
to the Associations. 
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NOTE 7 - RELATED PARTY TRANSACTIONS, (CONTINUED) 

As described in Note 1, the Council collects assessments on behalf of the Associations and subsequently pays 
the assessments to each Association.  As a result of the accounting policy described in Note 1, each Association 
records prepaid assessments when funded from the Council and records accounts receivable and related bad 
debts in their respective financial statements.  At December 31, 2018, the Anthem Parkside Community 
Association, Anthem Country Club Association, and The Village at Anthem Condominium Council of Co-
Owners owed the Council $58,075, $91,405, and $56,357, respectively.  At December 31, 2017, the Council 
owed Anthem Country Club Association and The Village at Anthem Condominium Council of Co-Owners 
$17,729 and $10,357, respectively.  At December 31, 2017, the Anthem Parkside Community Association 
owed the Council $84,274.   

NOTE 8 – LEASE COMMITMENTS  

Operating Leases 

The Council leased office equipment and maintenance equipment under operating leases that expire in 2021. 
Total operating lease expense was $32,859 and $23,346 for the years ended December 31, 2018 and 2017.   

NOTE 9 – CONTINGENCIES 

The Council is involved in various claims and legal proceedings arising in the ordinary course of business.  In 
the opinion of management, based on consultation with legal counsel, the Council's potential exposure under 
pending legal proceedings is adequately provided for in the accompanying financial statements. 

NOTE 10 – 401(k) PLAN 

The Council participates in and sponsors a 401(k) plan that covers substantially all full-time employees.  All 
full time employees are eligible for participation in the plan when three months of service is completed and 
the employee has reached the age of 21.  The Council matches 100% on the first 4% of employee contributions. 
During the years ended December 31, 2018 and 2017, contributions to the plan charged to operations were 
$63,839 and $51,977, respectively. 

NOTE 11 – THE ANTHEM WAY FOUNDATION AND VETERANS MEMORIAL 

During 2010, the Council began collecting donations for the construction of a Veterans Memorial.  In April 
2011, the Board of Directors committed a maximum of $94,000 from the enhancement fund for the project, to 
be reduced by any future donations.  The Council collected approximately $175,000 in donations to the 
Veterans Memorial and construction for the Veterans Memorial was completed in 2011, at a final cost of 
approximately $230,000.  The net project contribution by the Council for the construction of the Veterans 
Memorial for the year ended December 31, 2011 was $55,000.  All activity related to the construction of the 
Veterans Memorial is included in Enhancement Fund. 

During 2011 the Council created the Anthem Way Foundation for the purposes of maintaining the Anthem 
Veterans Memorial and raising funds for charitable, scientific, literary, and education purposes.  The Anthem 
Way Foundation applied for and received tax exempt status under Section 501(c)(3) of the Internal Revenue 
Code.   
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NOTE 11 – THE ANTHEM WAY FOUNDATION AND VETERANS MEMORIAL 

During 2018 and 2017 the Council did not make any transfers to the Foundation. As of December 31, 2018 
and 2017, there are no funds due to the Foundation.  

NOTE 12 – FUTURE MAJOR REPAIRS AND REPLACEMENTS 

The Council's governing documents require funds to be accumulated for future major repairs and replacements. 
As of December 31, 2018 and 2017, respectively, accumulated funds of $15,716,873 and $14,456,111 were 
held in separate accounts and were generally not available for operating purposes. 

In 2018, the Council’s board of directors engaged Criterium-Kessler Engineers, an independent firm, to 
conduct a study to estimate the remaining useful lives and replacement costs of the common property 
components.  The table included in the unaudited supplementary information on Future Major Repairs and 
Replacements is based on the 2018 study.  The Council has set aside $15,716,873 as restricted funds to be used 
exclusively for this purpose. 

The Board, in its discretion, shall fund the Reserve fund when in its business judgment, deems it appropriate. 
The Board is funding for major repairs and replacements over the remaining useful lives of the components 
based on the study's estimates of future replacement costs and considering amounts previously accumulated in 
the reserve fund.  The Board budgeted for and made transfers of $2,100,000 and $2,040,000 for the years ended 
December 31, 2018 and 2017, respectively, to the reserve fund.   

Funds are being accumulated in the reserve fund based on estimated future replacement costs for repairs and 
replacements of common property components.  Actual expenditures and investment income may vary from 
the estimated amounts, and the variations may be material.  Therefore, 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 Council has the right, subject to ownership approval under certain conditions, to increase regular 
assessments, pass special assessments, or delay major repairs and replacements until funds are available. 

NOTE 13 – SELF-MANAGEMENT 

Effective January 1, 2015, the PSA between the Council and the Professional Services Agent, AAM, LLC, has 
been terminated; thus transitioning the Council to become fully self-managed. To facilitate the transition, the 
Council entered into an agreement and purchased financial software from Caliber Software after an extensive 
analysis of qualified vendors. The transition to a fully self-managed environment will not only save the Council 
money on the funds typically disbursed to AAM, LLC, but will also allow the Council to gain efficiencies by 
bringing processes in-house. 
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION 

To the Board of Directors of: 

ANTHEM COMMUNITY COUNCIL, INC. 
Anthem, Arizona 

Accounting principles generally accepted in the United States of America require that supplementary information 
about future repairs and replacements on page 14 be presented supplement the basic financial statements.  Such 
information, although not a part of the basic financial statements, is required by the Financial Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context.  We have applied certain limited 
procedures to the required supplementary information, which is the representation of management, in accordance 
with auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Tempe, Arizona 
February 12, 2020 



FUTURE MAJOR REPAIRS AND REPLACEMENTS

Estimated   
Remaining Useful

Components Lives

Site 1 to 30 $ 992,585 
Civic 1 to 50 1,759,428                
Community Center 1 to 30 1,626,360                
Pools & Equipment 1 to 30 1,319,465                
Tennis & Pickleball Courts 5 to 30 1,030,746                
LB Park 5 to 30 217,991 
CP 1 to 30 2,359,393                
OWP 1 to 30 665,671 
Maintenance & Vehicles 4 to 30 641,383 
CC Club 1 to 25 1,729,007                
Parkside 1 to 25 1,192,616                

$ 13,534,645              $ 15,716,873              

Estimated
Current

Replacement
Cost

Replacement
Fund Balance

SCHEDULE I
ANTHEM COMMUNITY COUNCIL, INC

SUPPLEMENTARY INFORMATION
ON FUTURE MAJOR REPAIRS AND REPLACEMENTS (UNAUDITED)

DECEMBER 31, 2018

Criterium-Kessler Engineers conducted a study in 2018, issued on October 24, 2018 to estimate the remaining useful lives and the 
replacement costs of the components of common property. The estimates were based on current estimated replacement costs at the 
date of the study. Estimated current replacement costs and estimated remaining useful lives have not been revised since that date and 
do not take into account the effects of inflation between the date of the study and the date that the components will require repair or 
replacement. 

The following information is based on the study and presents significant information about the components of common property.

See Independent Auditors' Report 
on Supplementary Information.
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