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Board of Directors
Crested Butte South Property Owners Association, Inc.

Independent Auditor’s Report

I have audited the accompanying balance sheet of Crested Butte South Property
Owners Association, Inc. (a nonprofit corporation) as of December 31, 2006 and
the related statement of revenues, expenses and changes in fund balance and cash
flows for the year then ended. These financial statements are the responsibility of
the Association’s management. My responsibility is to express an opinion on
these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that I plan and perform the
audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis,
evidence 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 well as evaluating the overall financial
statement presentation. | believe that my audit provide 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 Crested Butte South Property Owners
Association, Inc. at December 31, 2006, and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The supplemental schedule of general and administrative expenses is presented
for purposes of additional analysis and is not a required part of the basic financial
statements. The schedule has been subjected to the audit procedures applied in
the audit of the basic financial statements and, in my opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.
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CRESTED BUTTE SOUTH PROPERTY OWNERS ASSOCIATION, INC.
BALANCE SHEET

December 31, 2006

2006
Assets
CaSh = OPEIALING.....cueiiieieiieieiee ettt $ 93,338
CDs - performance AEPOSIES ..........eiveieiriririeriesie et 213,727
Certificates Of AEPOSIL.......ccveiiieciee e e ene 164,607
Accounts receivable, net of allowance for uncollectible accounts...........cccccoveveeeene 3,116
Property and equipment, net of accumulated depreciation............ccccceevvvverervenenne. 356,881
Loan fees, net of accumulated amortization ..........ooovcvvereiceiiie s 695
Total Assets $ 832,364
Liabilities and Fund Balance

Liabilities:
ACCOUNES PAYADIE.......cocviiicictiiiiccc e $ 8,090
ACCIUBH BXPENSES ... veveeneeeteeseeteeteeseeeteaseesteseeeseesteaseeaesaeaeesaeaseeneeseeeneeseesseeneenes 2,543
CompenSated aDSENCES ........eoiiieeiee et 3,115
AdVANCE AUES PAI......coee ettt e 2,174
NOLE PAYADIE ...t s 142,330
Performance JePOSITS. .........cuiiiiieriei e 213,727
Total Liabilities 371,979
FUNA BAIANCE ... eeiiiiiteiie ettt st e sb e s s e e e s s b ae e s s nreas 460,385
Total Liabilities and Fund Balance $ 832,364

The accompanying notes are an integral part of these statements.
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CRESTED BUTTE SOUTH PROPERTY OWNERS ASSOCIATION, INC.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCE

Year Ended December 31, 2006

Revenues

MEMDET AUES ...t
Architectural and closing Statement TEES .........ccovveiiiiiiiiiiereeee e
HOCKEY TINK ..o
INTErESt ON AEPOSITS ....vevieiieieee e
DOoNAtioNS AN GIaNTS .....eouviiieiiiiiiie e
OBNBE et

Expenses

General and adminiStratiVe ...........ccooviieiieieeee e
Maintenance:
o (0] 0 1=] Y TR P UUPUTRUTROTRIPN
Parks and recreational facilities...........cooeiiiieiii i
Depreciation and amOrtiZation............ccuiviireneneieeise e
L0SS 0N diSPOSAl OF BSSELS .......ecvviiiiiriiireeiee s
INEEIESE EXPENSE ...ttt

Total Expenses

Excess of Expenses over Revenues

Fund Balance - JANUAIY L........ccco oot

FUNd BalancCe - DECEMDET 3L......uveeieeeei ettt e e e e e e ettt e e e e s s ee e eeeeeeen

The accompanying notes are an integral part of these statements.
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$ 141,742
27,665
7,807
21,742
4,800

5,993

209,749
164,838
5,798
11,442

21,204
14,877

6.417

224,576
(14,827)
475,212

$ 460,385



CRESTED BUTTE SOUTH PROPERTY OWNERS ASSOCIATION, INC.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

Cash Flows from Operating Activities
EXCESS Of EXPENSES OVET FEVENUE........eviviieiiieiiieiesie sttt
Adjustments to reconcile excess of revenues over
expenses to net cash provided by operating activities:

Depreciation and amOortization .............ccceoevrinineneneeeese e
L 0SS 0N diSPOSAl OF SSELS .....cvvviviiiieieeis e
(Increase) decrease in accounts receivable..........ccooviiiineneieic s
Increase (decrease) in accounts payable...........ccovviiiineneicic e
Increase (decrease) in aCCrued EXPENSES .....ccvveeervreeerierreeesteseeseesreeseeseenneas
Increase (decrease) in compensated absences payable.............ccoccevvvviiennns
Increase (decrease) in advance dues Paid.........cccocveverierivereiesiieseseeie e
Increase (decrease) in deposSits held...........cccoeiviiiiiiiiiic e,

Net Cash Provided by Operating Activities

Cash Flows from Capital and Related Financing Activities
Purchase of property, improvements and equUipment.........c.cccovcveveeveneeieseenns
Principal Payment on note payable ...
Purchase of certificates Of depOSit..........ccvviiriiiiiici s
Redemption of certificates 0f depoSIt..........ccooveiviiiiiriiiicce e

Net Cash Used by Capital and Related Financing Activities

Increase (Decrease) in Cash
(O ] g I F- 1 11 =T o TP
Cash - DECEMDET 31......ooiiieieeeee e
Supplemental Disclosures

INCOME tAXES PAI ......veeieeciecciic e nns
e S A o - U SR

The accompanying notes are an integral part of these statements.
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$ (14,827)

21,093
14,877

(1,696)
4,799

(72)
3,115
927

7,807

36,023
(38,022)
(3,365)
(115,500)
104,988
(51,899)
(15,876)
109,214
$ 93338
$ -
$ 6417
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CRESTED BUTTE SOUTH PROPERTY OWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

Note 1 - Organization and Summary of Significant Accounting Policies

The Crested Butte South Property Owners Association, Inc. (the Association) was incorporated in
1979 as a Colorado nonprofit corporation. The Association was formed primarily to assess
property owners in Crested Butte South, Gunnison County, Colorado, for the maintenance of the
common areas and to enforce certain covenants and restrictions. Each property owner is a member
of the Association.

A summary of the Association’s significant accounting policies follows:

Cash and Cash Equivalents
For purposes of the statement of cash flows, cash and cash equivalents consist of cash and highly
liquid investments purchased with an initial maturity of three months or less.

Property and Equipment
Property and equipment of the Association are stated at cost, except donated assets which are
stated at their estimated value at the date of contribution. Depreciation is computed using the
straight-line method over the estimated useful lives of the assets.

Member dues
Member dues are a lien on the property assessed; however, the Association provides an allowance
for uncollectible accounts until the lien is enforced in the Association’s favor. The allowance for
uncollectible accounts was $1,500 at December 31, 2006.

Income Taxes

The Association may elect to be taxed as a regular corporation or as a homeowners’ association.
The Association has elected to be taxed as a regular corporation. Under that election, the
Association is generally taxed only on nonmembership income, such as interest earnings, at
regular federal and state corporate tax rates. Membership income is exempt from taxation if
certain elections are made. Accordingly, these financial statements do not contain a provision for
income taxes because nonmembership income was less than nonmembership expense. No
deferred tax asset has been recorded for the net operating loss carryforward. Management does
not believe that these losses will be used before they expire.

Amount of
Expiration Operating Loss
2011 $ 3,605
2012 360
2018 1,169
2022 8,685
2023 16,160
2024 10,341
Total Carryforward $ 40,320




Note 1 - Organization and Summary of Significant Accounting Policies (Continued)

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.

Note 2 - Cash Deposits

At December 31, 2006, the Association’s deposits exceeded federal depository insurance coverage
by $358,004.

Note 3 - Property and Equipment

Property and equipment consists of the following:

12/31/06

[ 13 T RO RRTTRR ORI $ 91,332
BUITAING .. 168,135
Property improVemMeNtS..........ccovvereieeie e 172,905
Furniture and eqUIPMENT........ooveiiieee et 54,303
486,675

Less accumulated depreciation ...........cccecveveenieeeieeveevieesee e se s (129,794)
$ 354,829

The association reclassified $13,332 to land from property improvements.

The Association leases office space to the Gunnison County Sheriff’s Department for an annual
rental of $1,800. The lease was renewed January 1, 2007 and expires January 1, 2009.



Note 4 - Note Payable

The Association obtained a construction loan, dated September 18, 2003, in the amount of $151,000
to construct an office building. The loan was converted to a term loan dated March 18, 2004
requiring 107 monthly payments in the amount of $889, including interest at WSJ Prime plus 3%, 3
year adjustments with a single final payment due March 18, 2013 in the approximate amount of
$117,644. The loan is collateralized by the real property located at 61 Teocalli, Crested Bultte,
Colorado.

Estimated maturities:

Year Amount

2007 i — e et e et ———————eeee et ———————tteet et a——————tteeeenaa———rraeeanaiaas $ 3,663
2008 .. — e e e et ——————tteet et ———————tteea et ———————tteaeet i ——rraeensaiaa 3,850
20000 i — e e e e et ————teee et ———————tteettr i ———tteerea i ——rraeeanaiaa 4,047
120 O TR 4,254
20 1 5 TP 4472
N T G (A T=T (=T LT TP 122,044
1] = R TTTT $ 142330

Note 5 — Subsequent Events

On March 2007 the Association refinanced the construction loan reported in Note 4 in the amount
of $141,900 at an interest rate of 7.25%. The note matures in March 2022.
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CRESTED BUTTE SOUTH PROPERTY OWNERS ASSOCIATION, INC.
SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES

Year Ended December 31, 2006

Salaries AN WAGES. .......cviverireeiieeietee ettt sttt s b re s $ 88,932
Legal and CONSUILING ......cveivviiee e 17,755
INSUFBNCE ...tttk b ettt ettt eenneene e 6,398
OFFICE SUPPIIES. ..o re e 3,717
PAYTOI TAXES ....vvevvite ettt ettt et re et te e nreenes 7,175
[ =Tt o3 SO SP 2,278
Lo L 0] (o= SRR 2,090
MISCEITANBOUS ...ttt 8,401
DeSign reVIEW COMIMITIEE ......c.veiiiicie et sreere s 2,140
Telephone and INTEINEL ........ccv o e 1,640
WV BDISTE ..t 1,225
EMPIOYEe DENETILS ....cveiiecece e e 10,582
Trash, Water N0 SEWE ..........oouiiiiiiiiee ittt ere 855
P OSTAGR ..ttt et be e nrreenas 860
(01 LT T 01T T OSSP 700
MEELiNGS aNd PICNIC. .. ccvviieiticiece sttt ers 1,100
AUdit and ACCOUNTING........eciiiiiieieii et sre e e nae s 8,990

$ 164,838
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