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LEVY, ERLANGER & COMPANY LLP

100 Montgomery Street, Suite 715
San Francisco, CA  94104

INDEPENDENT AUDITOR'S REPORT

Board Of Directors
Villa Marin Homeowners' Association
San Rafael, California

Opinion

We have audited the accompanying financial statements of Villa Marin Homeowners' Association (the
Association), which comprise the balance sheets as of October 31, 2025 and 2024, 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Association as of October 31, 2025 and 2024, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Villa Marin Homeowners' Association and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

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 Villa Marin Homeowners'
Association's ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.
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Board Of Directors
Villa Marin Homeowners' Association
Independent Auditor's Report (Continued)

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards 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 generally accepted auditing standards, we:

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 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.

 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 Villa Marin Homeowners' Association's internal control. Accordingly, no such

opinion is expressed.

 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.

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

raise substantial doubt about Villa Marin Homeowners' Association'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.
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Board Of Directors
Villa Marin Homeowners' Association
Independent Auditor's Report (Continued)

Future Major Repairs and Replacements

As further discussed in the notes to the financial statements, the Association has completed a study of
its common area major components sufficient to assist the Board in planning for future major repairs and
replacements.  The reasonableness of the resulting replacement reserve funding plan is a function of
the completeness of the major component list and the accuracy of the estimated quantity, useful and
remaining lives, and replacement costs of those components.

Funds are being accumulated in the replacement fund based on estimated future costs for repair and
replacement of common area property.  Actual expenditures and investment income may vary from the
estimated amounts, and the variations may be material.  Therefore, amounts accumulated in the
replacement fund may or may not be adequate to meet all future component repair and replacement
costs.  The ability of the Association to fund its future requirements is dependent upon annual increases
in that portion of the assessment which is allocated to the replacement fund, and/or special
assessments.  In the event that funds are not available when needed, the Board may, subject to the
constraints of California law and the Association's governing documents, increase regular assessments,
levy special assessments, and/or delay repair and replacement of common area major components until
sufficient funds are available.

Disclaimer of Opinion on Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the information on
future major repairs and replacements of common property be presented to supplement the basic
financial statements.  Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Financial Accounting Standards Board, which 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 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.

February 13, 2026
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VILLA MARIN HOMEOWNERS' ASSOCIATION

 BALANCE SHEET
OCTOBER 31, 2025

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

ASSETS

 Cash and cash equivalents (Note 2) $ 482,943 $ 793,037 $ 6,088,325 $ 149,391 $ 7,513,696

 Investment in certificates of deposit (Note 2) 300,000 732,227 1,032,227

 Assessments receivable, less allowance for

  doubtful accounts of $83,000 (Note 2) 1,183,388 1,183,388

 Healthcare accounts receivable 380,877 380,877

 Interest receivable 288 2,610 2,898

 Prepaid insurance 311,927 311,927

 Other prepaid expenses 211,207 211,207

 Due from general reserve fund 111,971 111,971

 Furniture, equipment, vehicles and artwork net of

  accumulated depreciation of $5,540,566 (Note 7) 750,988 750,988

   Total assets $ 3,433,301 $ 1,093,325 $ 6,823,162 $ 149,391 $ 11,499,179

LIABILITIES

 Accounts payable $ 296,649 $ - $ - $ - $ 296,649

 Income taxes payable 42 800 842

 Accrued salaries and benefits payable 885,634 885,634

 Due to operations fund 111,971 111,971

 Future major repairs and replacements (Note 3) - - - - -

 Contract liabilities - replacement reserve

   assessments paid in advance (Note 2) 6,822,362 6,822,362

   Total liabilities 1,182,325 111,971 6,823,162 - 8,117,458

COMMITMENTS AND

 CONTINGENCIES (NOTE 6) - - - - -

FUND BALANCE (DEFICIT) 2,250,976 981,354 - 149,391 3,381,721

   Total liabilities and fund balance $ 3,433,301 $ 1,093,325 $ 6,823,162 $ 149,391 $ 11,499,179

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

 BALANCE SHEET
OCTOBER 31, 2024

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

ASSETS

 Cash and cash equivalents $ 1,043,973 $ 481,750 $ 1,467,158 $ 47,370 $ 3,040,251
 Investment in certificates of deposit (Note 2) 600,000 3,211,387 100,000 3,911,387
 Investment in US Treasury securities (Note 2) 843,072 843,072
 Assessments receivable, less allowance for
  doubtful accounts of $65,000 (Note 2) 854,459 854,459
 Special assessments receivable 4,286 4,286
 Healthcare accounts receivable, less allowance

  for doubtful accounts of $20,000 131,320 131,320

 Interest receivable 6,025 19,058 7 25,090
 Prepaid insurance 412,518 412,518
 Other prepaid expenses 182,506 182,506
 Other assets 8,561 8,561
 Due from general reserve fund 100,685 100,685
 Furniture, equipment, vehicles and artwork, net of

  accumulated depreciation of $5,415,781 (Note 7) 833,811 833,811

   Total assets 3,578,144 1,081,750 5,540,675 147,377 10,347,946

LIABILITIES

 Accounts payable $ 559,661 $ - $ 9,220 $ - $ 568,881
 Income taxes payable 2,928 23,686 26,614
 Accrued salaries and benefits payable 803,208 803,208
 Deferred interest revenue 2,438 2,438
 Due to operations fund 100,685 100,685
 Future major repairs and replacements (Note 3) - - - - -
 Contract liabilities - replacement reserve
   assessments paid in advance (Note 2) 5,505,331 5,505,331

   Total liabilities 1,365,797 100,685 5,540,675 - 7,007,157

COMMITMENTS AND

  CONTINGENCIES (NOTE 6) - - - - -

FUND BALANCE (DEFICIT) 2,212,347 981,065 - 147,377 3,340,789

   Total liabilities and fund balance $ 3,578,144 $ 1,081,750 $ 5,540,675 $ 147,377 $ 10,347,946

See independent auditor's report and accompanying notes.

5



VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND BALANCES

YEAR ENDED OCTOBER 31, 2025

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

REVENUES

 Assessments (Note 2) $ 14,588,376 $ - $ 562,255 $ - $ 15,150,631
 Bad debt recovery (expense) (559,076) (559,076)
 Resident medical income 2,448,150 2,448,150
 Nonresident services 668,980 668,980
 Interest income (Note 2) 7,751 179,109 744 187,604
 Other revenues 294,135 3,400 297,535

   Total revenues 17,448,316 - 741,364 4,144 18,193,824

EXPENSES

Administration
 General administration 1,641,971 - - - 1,641,971
 Income tax provision (Note 2) 2,258 42,904 45,162
 Insurance 1,259,820 1,259,820
 Marketing 83,077 83,077
 Workers' compensation insurance 182,116 182,116

   Total administration 3,169,242 - 42,904 - 3,212,146

Maintenance and operations
 Activities 202,675 - - - 202,675
 Depreciation expense 124,785 124,785
 Housekeeping 1,887,878 1,887,878
 Maintenance services 1,230,576 1,230,576
 Meals and food preparation 3,860,379 3,860,379
 Medical 4,896,105 4,896,105
 Reception 385,587 385,587
 Security services 251,200 251,200
 Transportation 200,131 200,131

   Total maintenance and operations 13,039,316 - - - 13,039,316

Utilities
 Cable television 168,592 - - - 168,592
 Garbage collection 125,042 125,042
 Gas and electricity 684,697 684,697
 Telephone 56,188 56,188
 Water and sewer 147,565 147,565

   Total utilities 1,182,084 - - - 1,182,084

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND BALANCES

YEAR ENDED OCTOBER 31, 2025

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

EXPENSES (CONTINUED)

Major repairs and replacements
 Deck repairs $ - $ - $ 258,364 $ - $ 258,364
 Heating, ventilation and air conditioning 253,984 253,984
 Pool and spa 68,570 68,570
 Other major repairs and replacements 117,542 117,542

   Total major repairs and replacements - - 698,460 - 698,460

   Total expenses 17,390,642 - 741,364 - 18,132,006

EXCESS (DEFICIENCY) OF
  REVENUES OVER EXPENSES

57,674 - - 4,144 61,818

BOARD-APPROVED INTERFUND
  RECLASSIFICATIONS AND TRANSFERS

(19,045) 289 - (2,130) (20,886)

FUND BALANCE (DEFICIT),
  BEGINNING OF YEAR

2,212,347 981,065 - 147,377 3,340,789

FUND BALANCE (DEFICIT),
  END OF YEAR

$ 2,250,976 $ 981,354 $ - $ 149,391 $ 3,381,721

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND BALANCES

YEAR ENDED OCTOBER 31, 2024

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

REVENUES

 Assessments $ 13,380,123 $ - $ 525,173 $ - $ 13,905,296
 Bad debt expense (118,042) (118,042)
 Resident medical income 2,823,139 2,823,139
 Nonresident services 374,360 374,360
 Interest income (Note 2) 18,368 161,871 754 180,993
 Other revenues 293,252 293,252

   Total revenues 16,771,200 - 687,044 754 17,458,998

EXPENSES

Administration
 General administration 1,665,885 - - - 1,665,885
 Human resources
 Income tax provision  (Note 2) 4,875 39,439 44,314
 Insurance 1,240,257 1,240,257
 Marketing 147,172 147,172
 Workers' compensation insurance 124,230 124,230

   Total administration 3,182,419 - 39,439 - 3,221,858

Maintenance and operations
 Activities 221,510 - - - 221,510
 Depreciation expense 146,271 146,271
 Housekeeping 1,643,317 1,643,317
 Maintenance services 1,108,625 1,108,625
 Meals and food preparation 3,879,478 3,879,478
 Medical 4,819,617 4,819,617
 Reception 422,087 422,087
 Security services 249,822 249,822
 Transportation 340,545 340,545

   Total maintenance and operations 12,831,272 - - - 12,831,272

Utilities
 Cable television 134,214 - - - 134,214
 Garbage collection 116,427 116,427
 Gas and electricity 678,183 678,183
 Telephone 54,663 54,663
 Water and sewer 128,719 128,719

   Total utilities 1,112,206 - - - 1,112,206

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND BALANCES

YEAR ENDED OCTOBER 31, 2024

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

EXPENSES (CONTINUED)

Major repairs and replacements
 Carpeting $ - $ - $ 212,998 $ - $ 212,998
 Deck repairs 246,600 246,600
 Garage door and gates 11,959 11,959
 Heating, ventilation and air conditioning 17,136 17,136
 Other major repairs and replacements 158,912 158,912

   Total major repairs and replacements - - 647,605 - 647,605

   Total expenses 17,125,897 - 687,044 - 17,812,941

EXCESS (DEFICIENCY) OF
  REVENUES OVER EXPENSES

(354,697) - - 754 (353,943)

BOARD-APPROVED INTERFUND
  RECLASSIFICATIONS AND TRANSFERS

563,346 (280,000) - (10,000) 273,346

FUND BALANCE (DEFICIT),
  BEGINNING OF YEAR 

2,003,698 1,261,065 - 156,623 3,421,386

FUND BALANCE (DEFICIT),
  END OF YEAR

$ 2,212,347 $ 981,065 $ - $ 147,377 $ 3,340,789

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF CASH FLOWS
YEAR ENDED OCTOBER 31, 2025

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

OPERATING ACTIVITIES

 Excess (deficiency) of
  revenues over expenses $ 57,674 $ - $ - $ 4,144 $ 61,818

 Adjustments to reconcile excess (deficiency)
  of revenues over expenses to net cash
  provided by operating activities:

  Bad debt expense (recovery) 559,076 - - - 559,076
  Depreciation expense 124,785 124,785

 Decrease (increase) in assets:
  Assessments receivable (888,005) (888,005)
  Special assessment receivable 4,286 4,286
  Healthcare accounts receivable (249,557) (249,557)
  Interest receivable 6,025 (288) 16,448 7 22,192
  Prepaid insurance 100,591 100,591
  Other prepaid expenses (28,701) (28,701)
  Other assets 8,561 8,561
  Due from general reserve fund (11,286) (11,286)

 Increase (decrease) in liabilities:
  Accounts payable (263,012) (9,220) (272,232)
  Deferred interest revenue (2,438) (2,438)
  Accrued salaries and other expenses 82,426 82,426
  Due to operations fund 11,286 11,286
  Income taxes payable (2,886) (22,886) (25,772)
  Contract liabilities - replacement reserve
    assessments paid in advance 1,317,031 1,317,031

  Total adjustments (557,697) 10,998 1,298,935 7 752,243

NET CASH PROVIDED BY (USED FOR)
  OPERATING ACTIVITIES (500,023) 10,998 1,298,935 4,151 814,061

INVESTING ACTIVITIES

 Net (purchase) sale of certificates of deposit - 300,000 2,479,160 100,000 2,879,160
 Net (purchase) sale of US Treasury securities 843,072 843,072
 Net (purchase) sale of fixed assets (41,962) (41,962)

NET CASH PROVIDED BY (USED FOR)
  INVESTING ACTIVITIES (41,962) 300,000 3,322,232 100,000 3,680,270

NET INCREASE (DECREASE) IN
  CASH AND CASH EQUIVALENTS (541,985) 310,998 4,621,167 104,151 4,494,331

BOARD-APPROVED INTERFUND
  RECLASSIFICATIONS AND TRANSFERS (19,045) 289 - (2,130) (20,886)

CASH AND CASH EQUIVALENTS,
  BEGINNING OF YEAR

1,043,973 481,750 1,467,158 47,370 3,040,251

CASH AND CASH EQUIVALENTS,
  END OF YEAR

$ 482,943 $ 793,037 $ 6,088,325 $ 149,391 $ 7,513,696

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF CASH FLOWS
YEAR ENDED OCTOBER 31, 2025

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

Supplemental Disclosures

 Interest paid $ - $ - $ - $ - $ -

 Income taxes paid $ 5,144 $ - $ 65,790 $ - $ 70,934

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF CASH FLOWS
YEAR ENDED OCTOBER 31, 2024

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

OPERATING ACTIVITIES

 Excess (deficiency) of
  revenues over expenses $ (354,697) $ - $ - $ 754 $ (353,943)

 Adjustments to reconcile excess (deficiency)
  of revenues over expenses to net cash
  provided by operating activities:

  Bad debt expense 118,042 - - - 118,042
  Depreciation expense 146,271 146,271

 Decrease (increase) in assets:
  Assessments receivable (86,369) (86,369)
  Special assessments receivable 42,807 42,807
  Healthcare accounts receivable 34,293 34,293
  Interest receivable (5,231) (4,763) (9,994)
  Other receivable 2,369 2,369
  Prepaid insurance 85,104 85,104
  Other prepaid expenses (11,967) (11,967)
  Other assets (8,561) (8,561)
  Due from general reserve fund (7,162) (7,162)

 Increase (decrease) in liabilities:
  Accounts payable 45,443 (84,763) (39,320)
  Deferred interest revenue 2,438 2,438
  Accrued salaries and other expenses (18,741) (18,741)
  Income taxes payable 406 9,397 9,803
  Due to operations fund 7,162 7,162
  Contract liabilities - replacement reserve
    assessments paid in advance 1,041,481 1,041,481

  Total adjustments 336,704 7,162 963,790 - 1,307,656

NET CASH PROVIDED BY (USED FOR)
  OPERATING ACTIVITIES (17,993) 7,162 963,790 754 953,713

INVESTING ACTIVITIES

 Net (purchase) sale of certificates of deposit - 200,000 (2,222) - 197,778
 Net (purchase) sale of US Treasury securities (843,072) (843,072)
 Net (purchase) sale of fixed assets (306,732) (306,732)

NET CASH PROVIDED BY (USED FOR)
  INVESTING ACTIVITIES (306,732) 200,000 (845,294) - (952,026)

NET INCREASE (DECREASE) IN
  CASH AND CASH EQUIVALENTS (324,725) 207,162 118,496 754 1,687

BOARD-APPROVED INTERFUND
  RECLASSIFICATIONS AND TRANSFERS

563,346 (280,000) - (10,000) 273,346

CASH AND CASH EQUIVALENTS,
  BEGINNING OF YEAR

805,352 554,588 1,348,662 56,616 2,765,218

CASH AND CASH EQUIVALENTS,
  END OF YEAR

$ 1,043,973 $ 481,750 $ 1,467,158 $ 47,370 $ 3,040,251

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

STATEMENT OF CASH FLOWS
YEAR ENDED OCTOBER 31, 2024

General Property Gifts &

Operations Reserve Replacement Bequests Total

Fund Fund Fund Fund Funds

Supplemental Disclosures

 Interest paid $ - $ - $ - $ - $ -

 Income taxes paid $ 4,469 $ - $ 30,042 $ - $ 34,511

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

1. THE ASSOCIATION

Villa Marin Homeowners' Association (the Association) is a common interest
development located in San Rafael, California which consists of 224 residential units and
certain common area property.  The Association was organized as a nonprofit mutual-
benefit corporation in September 1983 to provide for management, maintenance and
architectural control of the individual units and the common area property.  The
Association is governed by a member-elected Board of Directors which is responsible for
enforcing provisions of the governing documents, which include covenants, conditions
and restrictions (CC&Rs), by laws, and rules and regulations.  Major decisions, as
determined by the CC&Rs, are referred to the Association's Board of Directors.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Assessments. Association members are subject to monthly assessments to provide
funds for the Association's operating expenses and major repairs and replacements.
Assessment revenue is recognized as the related performance obligations are satisfied
at transaction amounts expected to be collected.  The Association's performance
obligations related to its operating assessments are satisfied over time on a daily pro-rata
basis using the input method.  The performance obligations related to the replacement
fund assessments are satisfied when these funds are expended for their designated
purpose. The Association's policy is to account for reserve fund expenditures using
reserve fund assessments before reserve fund interest income.

Assessments receivable at the balance sheet date are stated at the amounts expected
to be collected from outstanding assessments from unit owners.  The Association's policy
is to retain legal counsel and place liens on the properties of owners whose assessments
are delinquent.  The Association treats uncollectible assessments as variable
consideration.  Methods, inputs, and assumptions used to evaluate whether an estimate
of variable consideration is constrained include consideration of past experience and
susceptibility to factors outside the Association's control.  The estimate of allowance for
doubtful accounts, if any, is based, generally on amounts past due greater than 90 to
120 days.

Basis of presentation.  The accompanying financial statements, and the Association's
corporate income tax returns, have been prepared on the accrual basis of accounting, in
accordance with accounting principles generally accepted in the United States of
America, whereby revenues are recognized when earned and expenses are recognized
when incurred.

See independent auditor's report and accompanying notes.

14



VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and cash equivalents.  For purposes of the statement of cash flows, the
Association considers all short-term investments with a maturity at date of purchase of
three months or less to be cash equivalents.  Cash equivalents are classified with cash in
the balance sheet.

Concentrations of credit risk.  Financial instruments which potentially subject the
Association to concentrations of credit risk consist principally of cash, cash equivalents
and investments.  The Association maintains its financial instruments with what
management believes to be high credit quality financial institutions and limits the amount
of credit exposure to any one particular institution.  Cash, cash equivalents and
investments in excess of federal deposit insurance (FDIC) coverage limits as of October
31, 2025 totaled approximately $5,869,000. 

Contract liabilities - replacement reserve assessments paid in advance.  The
Association recognizes revenue from members as the related performance obligations
are satisfied.  A contract liability - replacement reserve assessments paid in advance is
recorded when the Association has the right to receive payment in advance of the
satisfaction of performance obligations related to replacement reserve assessments.

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 amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the financial
statements.  Estimates also affect the reported amounts of revenues and expenses
during the reporting period.  Actual results could differ from those estimates.

Fund accounting.  The Association's governing documents provide certain guidelines
for governing its financial activities.  To ensure the observance of limitations and
restrictions on the use of financial resources, the Association maintains its accounts
using fund accounting.  Financial resources are classified for accounting and reporting
purposes in four funds established according to their nature and purpose.  The
operations fund is used to account for the financial resources available for the general
day-to-day operations of the Association.  The property replacement fund is used to
accumulate financial resources designated for future major repairs and replacements.

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income taxes are paid on income from sources which are not related to the nonprofit,
membership purposes of the Association.  Nonmembership income, less related
nonmembership expenses, subject to federal and California income taxes includes
interest earned on cash and investments.

For federal purposes, the Association is taxed as a regular corporation at 21% of net
nonmember income.  California income taxes approximate 9% of taxable income.

The Association's tax filings are subject to audit by various taxing authorities: federal
income tax returns for the previous three years remain open to examination by the
Internal Revenue Service and California income tax returns for the previous four years
remain open to examination by the Franchise Tax Board. In evaluating the Association's
tax provisions and accruals, the Association believes that its estimates are appropriate
based on current facts and circumstances. Interest and/or penalties levied by the taxing
authorities, if any, are not included in income tax expense.

Interest earned on operations, property replacement, and gifts and bequests funds, net
of related income taxes, is retained in said respective funds. Interest income, net of
related income taxes, earned by the general reserve fund, is retained in the operations
fund. Income taxes on interest earned by the gifts and bequests fund are paid from the
operations fund. With the implementation of FASB ASC 606 accounting guidance,
reported replacement reserve interest income may be less than earned.

Investments consist of federally-insured certificates of deposit and US Treasury
securities stated at cost which approximates market value.

Membership in the Association is mandatory by virtue of unit ownership.

Real and personal common property acquired by the original owners from the
developer is not recognized in the Association's financial statements, in accordance with
prevalent industry practice, because it is commonly owned by the individual  Association
members and its disposition by the Board of Directors is restricted.  Similarly, major
repairs, replacements and improvements to real property are not recognized. Personal
property and equipment acquired by the Association is recorded at cost. Depreciation is
recorded on the straight-line basis over estimated useful lives from 3-25 years.

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

3. FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association's governing documents, and California state law (Civil Code Section
5300), require that the Board of Directors provide for the repair and replacement of
Association common area major components.  Accordingly, funds which comprise the
replacement fund are not generally available for the payment of day-to-day operating
expenses.  The gift and bequests fund is used to account for the financial resources
made available from gifts and bequests.

The Association has completed a study of its common area major components sufficient
to assist the Board in planning for future major repairs and replacements.  The
reasonableness of the resulting reserve funding plan is a function of the completeness of
the major component list, the accuracy of the estimated quantity, useful and remaining
lives and current replacement costs of those components, and the reasonableness of
significant funding assumptions, including but not limited to the projected cost  increase
(aka inflation) and interest earning rates.

Funds are being accumulated in the replacement fund based on estimated future costs
for repair and replacement of common area property.  Actual expenditures and
investment income may vary from the estimated amounts, and the variations may be
material.  

Therefore, amounts accumulated in  the replacement fund may not be adequate to meet
all future component repair and replacement costs.  The ability of the Association to fund
its future requirements is dependent upon annual increases in that portion of the
assessment which is allocated to the replacement fund, and/or special assessments.  In
the event that funds are not available when needed, the Board may, subject to the
constraints of California law and the Association's governing documents, increase
regular assessments, levy special assessments, and/or delay repair and replacement
until funds are available.

Additional information about future major repairs and replacements may be found in the
annually-distributed assessment and reserve funding disclosure summary (pursuant to
California Civil Code Section 5300).

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

4. FASB ASC 606 ACCOUNTING GUIDANCE IMPLEMENTATION

The Financial Accounting Standards Board (FASB) has issued guidance that created
Accounting Standards Codification (ASC) Topic 606.  This guidance supercedes the
revenue recognition requirements in FASB ASC 972-605, Real Estate - Common Interest
Realty Associations (CIRAs), Revenue Recognition, and now requires the recognition of
revenue when promised goods or services are transferred to customers in an amount
that reflects the consideration to which a CIRA expects to be entitled in exchange for
those goods or services (i.e. the accumulation of unspent replacement reserve cash and
investments from assessment payments over time which are eventually to be used for
common area major repairs and replacements). The Association has adopted the
guidance as of November 1, 2019. The effect to the Association's income statement from
adoption of this guidance is as follows:

2023-2024 Assessment Revenues
Reconciliation

Operations
Fund

Property
Replacement

Fund

Total
Funds

Assessment revenues per budget $ 13,380,123 $ 1,840,000 $ 15,220,123
Effects of applying guidance

  Reclassify interfund transfers - (273,346) (273,346)

  Adjust revenues to equal expenses - (1,041,481) (1,041,481)

     Total effects of guidance - (1,314,827) (1,314,827)
Assessment revenues per financial
 statements $ 13,380,123 $ 525,173 $ 13,905,296

2024-2025 Assessment Revenues
Reconciliation

Operations
Fund

Property
Replacement

Fund

Total
Funds

Assessment revenues per budget $ 14,588,376 $ 1,858,400 $ 16,446,776
Effects of applying guidance

  Reclassify interfund transfers - 20,886 20,886

  Adjust revenues to equal expenses - (1,317,031) (1,317,031)

     Total effects of guidance - (1,296,145) (1,296,145)
Assessment revenues per financial
 statements $ 14,588,376 $ 562,255 $ 15,150,631

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

5. INTERFUND ACCOUNTS

The interfund accounts represent the amount one fund owes another fund. Various
scenarios may cause this situation which include, but are not limited to, one fund paying
the expenses of another fund, one fund borrowing from another fund, or the operating
fund not paying the full annual budgeted contribution amount to the replacement fund.

6. COMMITMENTS AND CONTINGENCIES

The Association enters into contracts for maintenance services in the normal course of
its business operations.  These contracts are generally cancelable on thirty to ninety
days' notice. The Association also has entered into an employment agreement with one
of its executives. The contracts are generally cancelable by either party and, under
certain circumstances, one of the parties may be obligated to pay the other party as
liquidated damages six months compensation.

In addition to management and maintenance of the common area property and meals,
the  Association provides its members with both assisted living non-medical care and
skilled nursing long-term care. Skilled nursing care and assisted living care are also
provided to members that elect to sell their unit after they have physically moved into the
long-term care facilities and assisted living care facilities, respectively. Such services are
provided under contract and require a certain monthly payment from the former member.
While the Association has an obligation to provide assisted living and skilled nursing care
to members and some former members, no liability has been recorded in the financial
statements for the present value of these future services. In the opinion of Association
management, the monthly assessment paid by the members, and the monthly contract
payments made by former members, is sufficient to meet these obligations. 

In September 2023, a homeowner instituted a lawsuit against the Association alleging
violations of the governing documents under the Davis-Stirling Common Interest
Development Act. This lawsuit seeks redress and damages from the Association. The
Association's insurance provider agreed to provide legal defense and counsel, as well as
litigation services to the Association. Mediation between the parties is currently in
progress.

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

7. FURNITURE, EQUIPMENT, VEHICLES AND ARTWORK

Furniture, equipment, vehicles and artwork as of October 31, 2025 and 2024 consists of
the following:

2025 2024

Furniture and fixtures $ 2,045,633 $ 2,043,545
Equipment 3,775,304 3,761,402
Vehicles and artwork 470,617 444,645

6,291,554 6,249,592

Accumulated depreciation (5,540,566) (5,415,781)

Net furniture and
  equipment $ 750,988 $ 833,811

8. BANK LINES OF CREDIT

The Association has a $500,000 unused line of credit with Bank of Marin which is limited
to the amount(s) the Association has in its cash account(s) with Bank of Marin. Such
limitation as of October 31, 2025 was approximately $532,000. Any advances under the
line of credit are secured by an interest in a Bank of Marin bank account(s). Interest on
amounts borrowed is payable monthly at prime. 

The Association previously had a $1,500,000 line of credit with Westamerica Bank. The
line expired and will be renewed upon receipt of the Association's audited financial
statements. 

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2025 AND 2024

9. EMPLOYEE PENSION PLAN

The Association has established a 401(k) retirement plan (the Plan). The Plan covers
full-time employees over the age of 21 who have at least one year of service. Employee
salary deferrals are allowed. The Board annually determines the contribution rate which
currently is 4% of compensation. The contribution expense for the years ended October
31, 2025 and 2024 was $202,789 and $258,975, respectively. 

10. CALIFORNIA DEPARTMENT OF SOCIAL SERVICES

The Association is required to have 75 days of operating liquidity in accordance with
California Department of Social Services regulations. For the years ended October 31,
2025 and 2024, the Association has been in compliance with this regulation. 

11. RELATED PARTIES AND CONCENTRATION OF VENDORS

The Association has a contract with an outside party to provide food and the related
personnel oversight of the food preparation. The contract renews annually and requires a
fixed payment per week. For the years ended October 31, 2025 and 2024, total
payments under these contracts were $1,815,249 and $1,577,242, respectively.
Management has provided the outside party with a termination notice, which will be
effective January 15, 2026. 

12. DATE OF MANAGEMENT'S REVIEW

In preparing the financial statements, the Association has evaluated events and
transactions for potential recognition or disclosure through February 13, 2026, the date
that the financial statements were available to be issued.

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

The following information on common area major components was compiled by Reserve
Analysis Consulting, L.L.C. of Sausalito, California as of May 2025 and has served as the basis
for the current estimates of replacement reserve funding:

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

See independent auditor's report and accompanying notes.
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VILLA MARIN HOMEOWNERS' ASSOCIATION

SUPPLEMENTARY INFORMATION ON FUTURE
MAJOR REPAIRS AND REPLACEMENTS

OCTOBER 31, 2025
(UNAUDITED)

The Association has conducted a study to estimate the useful and remaining lives and current
replacement costs of common property major components.  Funding requirements consider an
estimated before-tax interest rate of 3% on replacement fund cash balances and an annual
inflation rate of 3% on major component replacement costs.  The replacement fund cash and
investment balances at October 31, 2025 totaled $4,557,827.  The estimated liability for major
repairs and replacements at this date totaled approximately $11,718,000.  The portion of 2026
regular assessments budgeted to be allocated to the replacement fund totals $1,876,984.

See independent auditor's report and accompanying notes.
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