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independent Auditor's Report

Board of Directors and Members
Settier's Village Subassociation:

| have audited the accompanying balance sheels of Settier’s Village Subassoolalion as
of December 31, 2006, and the related staterments of revenues and expenditures and
changes in members' equity and of cash fiows for the year then ended. These financial
staternents are the responsibility of the Association’s Board of Directors. My
responsibility is 1o express an opinion on these financial statements based on my audit.

| eonducted my audit in accordance with auditing stangards generally accepted in the
United States of America. Those standards require that | plan and perform the audit o
oblain reasonable assurance about whether the financial statements are free of material
misstatement. An audit mcludes examining, on a fest basis, evidenoe supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as wel
as evaluating the overalt inancial statement presentation. | believe that my audit
provides a reasonable basis for my opinion.

in my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Setfler's Village Subassociation as of December 31,
2006, and the results of #s operations and its cash fiows for the year then ended, in
conformity with accounting principles generally accepted in the United States of
America.

The Supplemeniary Information on Future Major Repairs and Replacements is not &
required part of the basic financial statements but is supplementary information required
by the American institute of Cerified Public Accountants. | have applied cerfain iimited
procedures, which consisted principally of inguines of management regarding the
methods of measurement and presentation of the suppiementary information. However,
} did not audit the information and express no opinion on it

September 12, 2007 /



SETYTLER'S VILLAGE SUBASSQCIATION
BALANCE SHEETS
December 31, 2004

QOperating Reserve Total
Fund Fund Funtls
ASSETS:

Cash and Broksr Money Markst Accounts 530,645 8712 £30 258
Ceerlificates of Deposit - af Market Value (Nole &) 5275 B4Y 279 847
Wanguard GNMA Fund - 2t Market Value (Note 8) 121,820 121,820
Accourts Receivable - Members 1,160 1,180
Prepaid insurance 11,480 19,480
interfund Receivable {Payable} 1,564 {1,562} &
Frepaid Expense 914 914
$45.762 $408,817 5454 579

FOTAL ASSETS

LIABHITIES AND MEMBERS® EQUITY:

{iabilities.
Prepaid Assessments . : $5.418 30418
Accounts Payable " 54 435 54 435
income Taxes Payable $690 &80
Total Liabildies 63,864 590 64,544
Members' Doulty {Accumutated Deficit) {18,092} 408 127 380035
TOTAL LIABILITIES AND MEMBERS' EQQET’Y T45 762 $408 817 3454 579

The accompanying Notes to Financial Statements
are an integral pan of this statement.



SETTLER'S VILLAGE SUBASSOCIATION

STATEMENTS OF REVENUES AND EXPENDEFFURES AND CHANGES IN MEMBERS' EQUITY

For The Year Ended December 3%, 2G08

Operating Reserve Total
Fund Fund Funds
REVENLES:
Hamaowner Assessments {Note 3 £313,745 $104,155 $447,800
Lae and Legal Fees 1475 1.4758
frterast gnd Cagial Gaing 14,638 14,838
Other Member Foes 15 15
Total Ravenuss 315,235 118,744 434 {334
EXPENDITURES
{tititios:
Water and sswar 8168 90,188
Trash removal 18,358 18,3548
Electricity 3573 3573
Rapairs and Maintenence!
Grounds mainlenance 54 323 15,750 71,103
Shenw rerovat 44 953 5813 50786
Birlding repairs and masiniensnce 857 16,851
Othen
Management fees 214582 21,4892
Professions] fees 160,051 10,851
suranos 36 4497 55 447
Miscelansous 466 s
Reserve stady 2428 2428
Office and adminkstrative 3,873 70 3841
income faxes (Nole 5) 2,037 2027
L.oss on Partinl Redemption of Vangusné Fund 4 820 46820
Wall repal 12 000 12,000
Painfing 1254 12,816
Cancrefe 11,471 11471
Total Expenditures 322 530 5,241 387 821
EXCESS {DEFICIENCY) OF REVERUE
OVER EXPENBITURES {7,298} 53,503 46,138
Increase in Unrealized L.oss on nvestments {Note 6} {1,081} 1,081
MEMBERS EQUITY .« BEGINNING OF YEAR {10,787} 355 705 44 808

MEMBERS' EQUITY - BN OF YEAR

($18,002) _ $408127

The ateomparying Notes {o Financatl Stalements
are an integral part of this statement.

$380,0635



SETTLER'S VILLAGE SUBASSOCIATION
STATEMENTS OF CASH FLOWS
For The Year Ended December 31, 2006

Operating Resetve Total
Fend Find Funds
CASH WAS PROVIDED {USED} BY:
Operations:
Excess (Deficiency) of Revenue Over Expenditures (57 295} $83,503 $46,208
Adiustments required to reconcile excess of
revenues over expenditlres to cash provided by
or used i operations:
Loss on sale of mutual fund not using cash 4 620 4 B20
{increase} decrease N accounis receivable 245 245
{increase; decrgase in prepaid insurance 4972 4 972
fincrease; decrsase in prepaid income taxes 0] 2
Incresse {(docrpase) in prepaid assessments {8 077} {6,077
Increase (decrease)} in laxes payable ' (822} 830 {132)
Increase (decrease) in accounts payable 17,070 {12,171} 5 596
Cash Provided By (Used In} Operations 8,793 46,642 55,435
Change in iInderfund Borrowing {11,490) 11,480 0
Redemptions of Vanguard GNMA Fund 126,000 126,000
investmeants in CD's {280,000) (280,000)
Mutual Fund Reinvested Interest {8,450} {9,480}
Cash af Beginning of Year 33,343 114 070 147 413
Cash and Money Markets at End of Year $30,648 $8.712 $39,258

Bl s v T rnaTalll i s R 3 ot IO

The accompanying Notes ¢ Financial Statements are
an irtegrai parnt of this statement.



SETTLER'S ViLLAGE SUBASSOCIATION
NOTES TO FINANCIAL STATEMENTS
For The Year Ended December 21, 2008

NOTE 1. ORGANIZATION

Settler's Vifage Subassociation (the "Association™), & notfor-profit corporation organized under the laws of
Colgrade in 1895, was formed to manage, mairtain and preserve the common ares property on behalf of the
mamibers of the Assockstion, The common area properly includes lofs and drives, walls, greenbelt areas
and lardgscape mproverments.  The Association is also responsible for the mzintenance and repair of the o
and home exteriors including roofs, gutfers, downspouls, exterior bullding strfaces, foundations, walks and
other exterior improvements, excluding entryways, exlerior lighling, private areas and other items
designated as owner responsibiiity per the Declarations, Trash setvice, and nsurance on the Kwnhomes
tuitdings, are the responsibility of the Association, The deveiopment is looated in Douglas County,
Cotorade, and contgins 199 fownhomes.

NOTE 2. SUMMARY OF SIGNIFICANT AGCCOUNTING POLICIES

BASIS OF ACCOUNTING

Both the accompanying financial siatements and related income {ax retums kave been prepared n
accordance with the accrual method of actounting,

EUND ACCOUNTING

The Assoniation uses the fund secounting method, which requires that funds, such 88 operating funds and
funds for fulure major repairs snd replacements, be classified separately for accounting and reporting
purpeses. Disbursements fram the operating fund are generally al the discretion of the board of directors.
Disbursernents rom the reserve furd are o be used for the purposes established,

COMMON AREA

i accordance with generally accepled accounting principles apphicable o homeowners associations, the
celtEnon #fea properties are not rafiected in the accompanying financial siatemants. Major repairs and
replacements to the commen ared properties are recorded a3 expenditures in the reserve fund,

ACCOUNTS RECEIVABLE - MEMBERS

The Agsociation's policy is to enforce collection of assessments by placing Bens on delinguent membery’
property and by purscing legat remedies. s the opinion of the Association’s Board of Directors that, inthe
absence of foreclosure by lenders oF personal Dankruptoy procesdings of the delinguent members, the
Assooiation will yltimately prevail in mos! instances.

WORKING CAPITAL DEFPOSITS

Egch first owner was required make & nongefundable sontribubion equal to three mondhs of assesaments o
the Associziion 1o be used a8 3 working capral reserve. These deposits have been usad for operalions in
the past, ard amounis previously reported as 2 separaie equity dem have baen combined with the operating
equity account, Upon the sale of his uni, an owner i antithed to a eredit from the purchaser equal to the
copiibotion.



INVESTMENTS

investmenis in marketable securities are reporied at marke! vaiue in accordance with generally acoepted
accounting principles. Anaual unrealized gains and losses on the investmenis are recorded in total as an
adiustment to the reserve fund talance. Reglized gains and losses, when incurred 3t actual sale of the
investments, are reported as 2 component of income or expense. (See Noie 6],

USE OF ESTIMATES

Estimates and assumptions are used In preparng inanclsd statements in acoordance with generatly
accepted accounting principles. Those estimates and assumpliions affect the reported amounts of assets
and liabtities, the disclosure of contingent assels and Babiliies, and the repored revenuas and expenses,
Actral rasults could vary from the esfirmates that were agsumed in preparing the financial statemenis,

NOTE 3. ASSESSMENTS
Mﬁnthlgy assessments to rmambers werg 5175,
NCOTE 4. FUTURE MAJOR REPAIRS ANE REPLACENIENTS

Members' assessmaents are determined by the Bosrd of Direclors upon approval of the annual budgst, which
is divided between amounis needed 0 meet the normal operating costs of the Association and amounts
required 1 be set aside for estimated future major repairs or capital Improvemienis,

Bomengineerng prepared a study in May, 2008, o estimate the remaining uséful lives and the replacement
costs of the components of common property. The estimates were based on & physical obsetvation of the
proparty, dscussions with managemeant, experience with similar properies, and current mdustry texts and
bids, The information included in the unaudited Supnlementary information on Future Major Repairs and
Replacemeants is based on e study.

The Board i fumiing for maior repairs and replacemants over the remaming useful ives of the componsals
hased on the study's estimates of fulure replacement cosfs and considering amounts previously
acctenulated i the reserve Rund. Resarve additions of $100 800 are budgetad in 2007 peor the study's
recommendation. Because aclual axpendifiires may vary from the astimated amaunts, and the variations
mmay be material, amounts being scoumulated as resenves may not be adequate to meet all future needs for
mapor fepairs and replacements, If additional funds are needed, the Association may. schiect to certain
restrictions in the governing legal documents, increase regular assassments, delay major repairs and
replacements untll funds are available oF pass spacial assessments,

NOTE & FEDERAL AND STAYTE CORPORATE INCOME TAXES

The Association has fHed &5 income fax retums a3 & regular corporation. Mambershio ncome s generally
non-taxable if ceriain electons are made. Non-membership net incorme, which i5 interes! income less
refated expenses and loan mierast, 8 taxable at regudar corporate rates of approximately 15% under this
mwethod, compared o 30% if the Association filed as ar exempt homeowners' association under Section
528, The stete tax rate is 4.83%. Losses from membership source expenses in excess of 25sassments
sanhot be deducted against non-membshin income, bat can be carried forward indefinBely to offsel any
future metmber source net income. The membership loss carryforward avatiable 5t December 31, 2006, was
30,584, A capiial joss carryforward of 54 820 is also available, which can be used o offset any capital
gains realized in the future.

Assessmants made for the reserve Tund and placed in separate investrent accounis are not taxable since
they are contribufions t capital.

ki



NCTE 6. INVESTMENTS

The nvastiments af December 34, 2008, were,

Cost Valyg
Vanguard GHNMA muival fund o122, 748 421,820
LB - REC Dain Rayschar account 280,000 278,847

Total Sde2, 148 F41 BaEY

The net unrealized 1oss on the Pvestments at December 31, 2006, was $1.081. The cumulative pet
unreafized fes has been recomed as an decraase In the reserve fund balance in accordance with the policy
gescribed in Note 2,



SETTLER'S VILLAGE SUBASSQCIATION

Supplementary Information on Future Major Repairs and Replacements
Decembar 31, 2606

Linaudited

Bornanginearing eonductad 3 study in May, 2008, o estimate the remaining useful fives

and Ehe replacernent costs of ihe components of e common property. The estimates were
hasad oh & propaty ohservation, bids received, past costs and experience with similsy properties.
An inflation rate of 4% and sverest eamead on investments of 5% were assumed,

‘The projections were assembled using the cash flow method where pontributions to the reserve
fund ar designed o offset the vaniable projected armmust expenditures,

The Reserve Summary and the Hesenve Component Detall on the following pages is reproduced from the study
documendand presants significant information about the common properies.
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Reserve Component Detall
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