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JOHN V. DUPLY, P.C.
CEATIFIED PUBLIC ACCOUNTANT
SHERRY CREEK PLAZA
€50 SOUTH CHERRY STREET. SDITE 1011 -
DENVER, GOLORADO 50246

| TEL: 30303-7474 FAX: 303/934-7333

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Homeowners
Homeowners Association of Homestead Farm |1
Arapahoe County, Colorade

1 have ‘audited the accompanying balance shest of Homeowners Associstion of Homestead
Farm Il ag.of December 31, 2005, and the relatéd statements of revenues, expenses, and
‘¢hangds in fund balance and cash flows for the year then ended. These financial statements
gre the responsibility of the Association's Board of Directors. My responsibility is to express an
\opln:on on these financial statements based on my audit.

b c;onduoted my audit in accardance with audlttng standards generally accepted in the United

. States of :America. Those 'standards require that | plan and perform the audit fo obtain
reasonable assurance about whether the financial statements are free of material
misstaternent.. An audit includes -examining, on a test basis, evidence supportmg the amounts
and disclosures in the financial statements. An audit aise includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. | believe that my audit provides a reasonable basis for
my opinion,

In my opinion, the fmancnal statements referred to above present fairly, in all material respects,

the financial position of Homeowners Association of Homestead Farm 1l as of December 31,

2005, and the results of its operations and its cash flows for the year then ended in conformity
WIth aacuuntmg pnnclples generally aceepted in the: Umted States of America.

-Informatlon for the year ended Dec:ember 31, 2004, is presentad for comparath purposes only
and was exiracted from the financial stataments presented by fund for that vear, on which !
EXpressed an ungualified opinion in. my report dated February 22, 2005.

The Supplementary Infonnatmn on Future Major Repairs and Replacements on Page Nine is
not a requsred part of the basic financial ‘statements of Homeowners Association of Homestead
Farm Il but is supplementary information required by the American Institute of Ceriified Public
Accountants. | have applied certain limited procedurss, which consisted principally of inguiries
of management regarding the methods of measurement and presentation of the supplementary
:nformatmn However, | did not audit the information and express no opinion on it .

February 25, 2008
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HOMEOWNERS ASSOCIATION OF HOMESTEAD FARMII

BALANGE SHEET

DECEMEBER 31, 2005

(WITH COMPARATIVE TOTALS FOR 2004)

| ASSETS

GCash and cash eqguivalents
Securities hetd to maturity
Agoounts receivable-fence assessment
Accounts reseivable-homeowners
- Prepald nsufance
" Prepaid income taxes

' TOTAL ASSETS

LIABILITIES
" Accounts payable
Payroll taxes payable
+ - Incorme taves payable

TOTAL LIABILITIES

CONTINGENCIES
FL!NQB'ALANCE'
Coniributed capital
. .Fund batance{defieit}

“TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

Mar. 23 2886 B3:24PM P4

{For Comparative
} Purpozes Only)
2005 2004
OPERATING  REPLACEMENT
FUND FUND TOTAL TOTAL
$ 59866 § 120730 § 180396 § 371281
201,779 201,779 195,001
21,887 21,597 52,990
106 100 8.650
1,583 1,583 1,561
188 188 -
3 5343 5. 322508 5 405543 B 629 523
31,840 31,840 253,577
878 875 -
- - 160
82,816 - 32,816 253737
300 , 300 300
50,318 322509 372,827 375.486
50,618 322,500 373127 375,786
$ 83434 & 322,509 § 405943 529,523

The: accompanying.notea are 'én' inte‘g'ﬁl part of ﬁ'l& financtal statements,
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. HOMEOWNERS ASSOCIATION OF HOMESTEAD FARM i

STATEMENT OF REVENUES AND EXPENSES
AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED DECEMBER 31, 2005

{WITH COMPARATIVE TGTALS FOR 2004}

23 2685 B9:24FM PSS

{For Comparative
Purprersas Oaly)
20085 2004
QOPERATING  REPLAGEMENT
EUND FUND TOTAL TOTAL
REVENUES

7 Homeowner assessments $ 197,081 § 23458 5 20580 3 215738
Swim feam. 15,989 ; 15,9388 13,158
. Mewslattar 5,515 5,515 5.768
© Late fees and fines 2480 2460 546
Interest on investments 2425 9,025 11,450 5,505
Transfer fees 2.400 2400 3,000
Fence sssesatment 1,561 1,561 258.845
Fool rental &30 530 35
Other 208 208 1,779
TOTAL REVENUES 228,369 32,484 260,853 507,754
‘ . Wages ‘ 51,050 51,050 45,442
Grounds mainienance 39,005 30,870 58,965 50,571
Trash removai 36,802 36,602 35,368
Water and sewer 19.520 ‘ 19,520 13.054
Pool mainienance 18,118 26,689 44 707 26,024
. Asceounting ang legal 10,235 10,235 3,479
. Tannig court maintenance 5,408 6406 35651
 Printivg and newsletter 6,386 5,386 8317
Insurance 5,685 5,685 &.354
Payrall taxes 4,926 4,926 4437
Fence expenzes 2,775 2,775 257,110
-Social events 2,047 2547 2400
coma taxes 1,223 1223 1.785
Supplies and postage 671 671 ]
Miscallansous 455 465 528
Bank service charges 48 348 362
TOTAL EXPENSES 206,053 57,450 263,512 463,459

'EXCESS (DEFICIENCY) OF REVENUES .
OVER EXPEMNSES 22,318 (24.975) {2.,659) 44,295
FUND BALANCES - BEGINNING OF YEAR 28,002 347484 3754856 331,191
FUND BALANGES(DEFICIT) - END OF YEAR ‘ $ 50318 % 322508 F IT2ET 8 375,486

The accarpartiying rivtes ;‘;s.lré:‘an:‘inﬂte;raf- part of the financial statemants,

B 3
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HOMEGWNERS ASSOGIATION OF HOMESTEAD FARM I
ST ATEMENT OF CASH FLOWS
FOR‘THE YEAR ENDED DECEMBER 31.‘ 2005 ‘

(WITH COMPARATIVE TOTALS FOR 2004)

{For Comparative
Purposas Gnly)
2005 2004
OPERATING ~ REPLAGEMENT .
FUND " FUND TOTAL TOTAL
GASH FLOWS FROM OFERATING ACTIVITIES:
- Excess of revanups over expenses : 3 2:2me 0§ . {24975 % 288y 3 44,285
¢ Adjustments to reconcile exesss of rovanues - ‘
© gver expenses tonet cash provided by
. opemtingactivities: ‘ o o :

‘ {Increase)dectease in accts rec - speclal assessment BRIl B © 31,083 (52,900)
{Increase)decreass in accounts recaivatble 8,590 ) 8,590 {7.100)
{Increase)decrease in prepaid insurance (22) ‘ 22 636
Decrease in prepaid income taxes (188) {188} -
Inerease{decrease) in accounts pavable {221,637} (221,637 246,392
Incresse(decrease) in payrol taxes payabls 876 876 {163)
{Decraase) M incorne taxes payable {160) : { a0} {852)

7 Net Gagh ﬁrovit'ied by Operating Activifies ‘ © {159,132 (24,9?5) {184,107) 230,019
' CASH FLOWS FROM INVESTING ACTIVITIES: : o
(tnorease)decrsase in sequtitiss held to maturity - 8,778) {6,773} (4,020)
- NETINCREASE(DECREASE) IN CASH AND CASH EQUIVALENTS {159,132) {31,753 (190.825) 225,899
CASH AND GASH EQUWALENTS'— BEGINNING OF YEAR 218,798 157 483 371,281 185,252
: CASHAND:.CASH EQUIVALENTS - END OF YEAR | $ 59686 5 120,730 $ 180385 5 371,281
-:$UPPL-EMENTAL'INFﬂRMATIDN: ‘
" . -Income taxes paid 3 1,785 & - % 1786 5 2748
Interest paid . ‘ § C - 2 - 3 - % -

The accompanying notes are an integral part of ihe financial statemanis.
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HOMEOWNERS ASSOCIATION OF HOMESTEAD FARM Ji
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

Note 1 — Organization

- Homeowners Association of Homestead Famm il (the Association) is a homeowners
association, which was incorporated in 1980 as a Colorado non-profit corporation for the
purpose of managing, maintaining .and preserving the commen area property on behalf of the
- members of the Association. The association consists of 401 residential units and is located in
Arapahoe County, Celorado.

 Note 2 - Summary of Sianificant Accounting Policies

‘Basis of Accounting

. The accompanying financial staterments and related. income tax returns for the Association
have been prepared in accordance with the accrual method of accounting.

Fund Accouriting

‘The accounis of the Association are maintained in accordance with fund accounting

whereby resources are classified for reporting purposes inte funds with spacified activities or
_purposes.

The assets, liabiliies and fund balances of the Association are reported in two seff-
halancing fund groups as follows: ‘ . : : :

Operating fund includes unrestricted and restricted resources and represents the portion
of expendable funds that is available for support of annual maintenance and operational

- activities. o '

: R&hlacemant fund represanm"resdujrces collected and expended for, or designated by the
- Board - for, the major repair or replacement of common area property.

- "Recdqnition of Assets-anduuegreciation Policy

Common area property acquired from the developer has been deeded io the Association

for the common use and enjoyment of the owners. Common area property consists of tennis

“cotrts, pool, and recreational areas. The value of the common areas transferred by the

- developer is not reasonably determinable, and therefore, such property is not reflected in these
financial statements. .

N Property, as acquired, will be recorded at acq'uisit‘ion‘ cost. Depreciation will be computed
uging the method most advantageous to the Association, either the straight-line or the
accelerated methods of depreciation. The estimated useful lives of the assets will generally
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HOMEOWNERS ASSOGCIATION OF HOMESTEAD FARM Il
NOTES TO FINANCIAL STATEMENTS

'DECEMBER 31, 2005

Note 2 ~ Summary of Significant Accounting Policies (continued)

‘ 'ranga' frem 3 — 7 years,

Fatimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Note 3 — Cash and Cash Eguivalents

Cash equivalents are short-term, highly liquid investments that are readily converlible to
kriown amounts of cash or 5o near their maturity that they present insignificant risk of changes
in vatue because of changes in interest rates,

o The Association's cash -én‘d‘ cash equivalents at December 31, 2005 consisted of checking
“and savings account balances ‘'of $59,666 in-the operating fund and savings account balances

of $120,730 in the replacement fund.

Note 4 — Member Assessments

Association members are subject to annual assessments to provide funds for operating
expenses, future capital acquisitions and maijor repairs and replacement. Accounts receivable —
homeowners at December 31, 2005 represent assessments, late fees and other charges due
from homeowners. The Association’s Declaration of Covenants, Condifions and Restrictions

provides for various collection remedies for delinquent assessments including the filing of liens,
and the foreclosing on the homaowner's unit, ‘

The annual budget and assessments of members are detérmined by the Board of Directors.
Annual assessments charged to owners during 2005 were $550. During 2005, the annual

assessment Jor the Association was 3220550 of which $23.459 was transferred to the

replacement fund.

‘ ,Any increase in annual assessments by more thém the formula provided in Artficle VI,
Section 3, of the Declarations, Conditions and Restrictions requires the affirmative vote of not
less than two-thirds (2/3) of the eligible vates of each class of members voting in person or by

Fa
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HOMEOWNERS ASSOCIATION OF HOMESTEAD FARM Ii
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

" Note.4 - Member Assessments (canti'nu'aﬂ)

proxy af a spacial meeting called for that purpose. The Association retains excess operating
funds at the end of the operating year, if any, for use in future operating periods.

Note 5 - Special Assessment

In 2004, after homeowner approval, the Board issued a Special Assessment to cover the

o - cost’ of replacing the perimeter fencing in the neighborhood. The total project cost was
- estimated at $258,945. Homeowners with perimeter fences were assessed a cost of $970 each
. and homeowners on the interior were assessed a cost of $570 each. Homeowners were given

the option of paying the special assessmenit. in one payment due Ociober 12, 2004 or in equal
installments due October 12, 2004, October 1, 2005 and October 1, 2006, The homeowners

selecting the instaliment option will be charged interest on the outstanding balance at 8 percent
per annum.

At December 31, 2005, the Asscciétion had received $237,224 of the Speciél Assessment

- with the remaining balance due of $21,857.

| Note 6 — Becurities Held to Maturity

. The Association adopted Statement of Financial Accounting Standards {SFAZ) No. 115,
Accounting for Certain Investments in Debt and Equity Securities. Securities that the
Association has the positive intent and ability to hold to maturity are classified as held to
maturity and carried at amortized cost, '

At December 31, 2005, the Assosiation held investments in certificates of deposits which

the Association infends to hold to maturity. Accordingly, these investments are reflected on the
financial statements at their amiortized cost of $201,774.

Note 7 — lncome Taxes

The Association elected o file its tax retum as a regular corporation under Intemal

" Revenug Code Section 277 for the year ended Décember 31, 2005. The Association filed its tax

returns (federal and state) using the accrual basis of accounting.
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HOMEOWNERS ASSOCIATION OF HOMESTEAD FARM Il
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

- Note § — Future Major Repairs and Replacements

The Association’s governing documents require funds to be accurmuiated for future major
‘repairs and: replacements. Accumulated funds are presently held in savings accounts and
certificates of deposit and generally are not avatlable for expenditures for normal operstiens,

During the vear ended December 31, 2005 assessments of $23,459 were transferred to
major repairs and replacement reserves. Additionally, interest income earned from the
investments totaled $11,450. The Association incurred reserve expenditures of $57,459 for the

year.

‘A‘ 15-year capital budget is prepared annually by the Board of Directors to determine the
adequacy of the cument funding program for the replacement of Association common
area elemants. The estimates d@re based on current costs. The Table included in the unaudited

- Supplermentary Information on Future Major Repairs and Replacements is based on this capital
budget.

Amounts accumulated in the replacement fund may not be adequate to- meet alt future
needs for major repairs and replacements. If additional funds are needed, the Association has

the right io increase regular assessments, pass special assessmente or delay major repairs
and replacements until funds are available.

The Agsociation has. not included funding for the penmeter fence in the study as it is not
. considered common property of the Association.

Nnte 8 - Contingencios

The Association, on occasion, may be g party {0 various legal actions normally associated
_with homeowner associations, such as the collection of delinquent assessments and convenant
- compliance matters, the aggrepate effect of which, in maragement’s opinion, would not be

material to the future financial condition of the Assometlon However no such acliviies existed
at December 31, 20085,
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HOMEOWNERS ASSOCIATION OF HOMESTEAD FARM I
SUPPLEMENTARY INFORMATION ON FUTURE MAJOR |
REPAIRS AND REPLACEMENTS

- {UNAUDITED)

DECEMBER 31, 2005

Each year the Board of Directors reviews the remaining useful lives and the replacement cosis
of the components of common property. The study incorporates a 4% inflation rate and a 3%

The following table is based on the study and presents mgmf icant mfonnatlon about the

compenents of common property.,

-ESTIMATED

 ESTIMATED |  FUTURE
REMAINING = © 'REPLACEMENT
CDMPONENT ' USEFUL LIFE ' - COSTS '
 Pool Waork done
each year
threu 2019 $ 470,640
Tennig Work done
in the years
2009, 2012,
2014, 2015, L .
and 2017 ' ‘ 118,523
Landscape Work done
each year :
thru 2018 364,259
- TOTAL $ 954,402
Current replacement fund balance at December 31, 2005 . $ 322,509

F11



