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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Canyon View Homeowners' Association 
Battlement Mesa, Colorado 

We have audited the accompanying financial statements of Canyon View Homeowners' Association, 
which comprise the balance sheet as of March 31, 2016, and the related statements of revenues, 
expenses, and changes in fund balance and cash flows for the year 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 Canyon View Homeowners' Association as of March 31, 2016 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. 
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To the Board of Directors 
Canyon View Homeowners' Association 
Battlement Mesa, Colorado 
Page two 

Emphasis of Matter 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. We have not applied procedures to determine whether the funds designated for future major repairs 
and replacements as discussed in the supplemental information are adequate to meet such future costs 
because that determination is outside the scope of our audit. Our opinion is not modified with respect to 
that matter. 

CB fair and jf_ssociates, <P. C. 

Cedaredge, CO 81413 
October 18, 2016 
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Canyon View Homeowners' Association 

Assets 
Cash and cash equivalents 
Certificate of Deposits 
Accounts receivable 

Total assets 

Liabilities and Fund Balance 
Liabilities 

Accounts payable 

Taxes payable 
Prepaid assessments 

Total liabilities 

Fund balance 
Total liabilities and fund balance 

Balance Sheet 
March 31, 2016 

Operating 
Fund 

$ 107,452 $ 

8,428 
$ 115,880 $ 

$ 4,939 $ 
29 

10,138 
15,106 

100,774 
$ 115,880 $ 

See accompanying notes 
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Replacement 
Fund 

87,325 
96,597 

183,922 

183,922 
183,922 

Total 

$ 194,777 
96,597 

8,428 
$ 299,802 

$ 4,939 
29 

10,138 
15,106 

284,696 
$ 299,802 



Canyon View Homeowners' Association 

Statement of Revenue, Expenses and Changes in Fund Balance 

For the Year Ended March 31, 2016 

Revenue 

Regular assessment 
Other income 

Total revenue 

Expenses 

Maintenance 
Landscaping expense 
Sprinkler system 
Irrigation water 
Trash removal 
Insurance 
Utilities 
Management fees 
Legal and accounting 
Office expense 
Repairs and replacements 
Bad debt expense 
Taxes 
Transfer to (from) Reserve/Operating 

Total expenses 

Excess revenue over expenses 

Fund balance - beginning of year 

Fund balance - end of year 

Operating 

Fund 

$ 197,072 
1,256 

198,328 

25,187 
51,521 

780 
29,296 

9,960 
17,714 

753 
18,158 
4,145 
1,445 

1,333 
26 

33,230 
193,548 

4,780 

95,994 
$ 100,774 

See accompanying notes 
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Replacement 

Fund 

$ 
171 
171 

23,922 

(33,230) 
(9,308) 

9,479 

174,443 
$ 183,922 

Total 

$ 197,072 
1,427 

198,499 

25,187 
51,521 

780 
29,296 

9,960 
17,714 

753 
18,158 
4,145 
1,445 

23,922 
1,333 

26 

184,240 

14,259 

270,437 

$ 284,696 



Canyon View Homeowners' Association 
Statement of Cash Flows 

For the Year Ended March 31, 2016 

Operating 
Fund 

Cash flows from operating activities $ 4,780 

Excess revenue over expenses 
Adjustments to reconcile excess revenue 

over expenses to net cash 
provided by operating activities 

(Increase) decrease in accounts receivable (3,298) 

Increase (decrease) in accounts payable 4,659 

Increase (decrease) in prepaid assessments 7,904 

Increase (decrease) in income tax payable 5 
Net cash provided by operating activities 14,050 

Cash flows from investing activities 
Purchase of Investments 

Net cash provided by investment activities 

Net increase in cash and cash equivalents 14,050 

Cash and cash equivalents - beginning of year 93,402 

Cash and cash equivalents - end of year $ 107,452 

Cash paid for: 
Income taxes $ 21 

See accompanying notes 
5 

Replacement 
Fund Total 

$ 9,479 $ 14,259 

(3,298) 
4,659 
7,904 

5 
9,479 23,529 

(128) (128) 
(128) (128) 

9,351 23,401 
77,974 171,376 

$ 87,325 $ 194,777 

$ $ 21 



Canyon View Homeowners' Association 
Notes to the Financial Statements 

March 31, 2016 

Note 1 - Summary of Significant Accounting Policies 

Canyon View Homeowners' Association (the Association), a Colorado nonprofit 
corporation, is a homeowners' association located in Battlement Mesa, Colorado. The 
Association was incorporated on August 24, 1993, to provide for the community, 
civic and social welfare of the homeowners in the common interest realty association. 
The Association began maintaining the streets, landscaped common areas and street 
lighting, and the exteriors of the homes on February 1, 1994. The Association has no 
employees. The Association contracts with a management agency for all services (see 
Note 3). 

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

Basis of Presentation 
Association's financial statements are presented in accordance with the Audit and 
Accounting Guide for Common Interest Realty Associations published by the 
American Institute of Certified Public Accountants. Association follows the accrual 
method of accounting whereby assessments and revenues are recorded when due and 
expenses are recorded when incurred. 

Fund Accounting 
The Association'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 Association maintains its accounts using fund accounting. 
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 
for the general operations of the Association. 

Replacement Fund - This fund is used to accumulate financial resources 
designated for future major repairs, replacements and acquisitions. 

Cash and Cash Equivalents 
Cash and cash equivalents for the statement of cash flows consist of cash in bank, 
cash on hand and securities with maturities of three months or less. 

Investment 
The Association's investment consisted of a certificate of deposit, which will be held 
to maturity and is reported at fair market value. 
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Canyon View Homeowners' Association 
Notes to the Financial Statements 

March 31, 2016 

Note 1 - Summary of Significant Accounting Policies - (continued) 

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. 

Accounts Receivable 
Accounts receivable at the balance sheet date represent assessment fees due from unit 
owners. The Association's policy is to retain legal counsel and place liens on the 
properties of homeowners whose assessments are 180 days or more delinquent. The 
Association considers all accounts receivable at March 31, 2016 to be fully 
collectible. 

Income Taxes 
Homeowner associations may elect to be taxed as regular corporations or as 
homeowners' associations. The association has elected to be taxed as a homeowner 
association. Under that election, the Association is generally taxed only on non
function income, such as interest earnings, at regular federal and state corporate tax 
rates. The appropriated IRS elections have been made to exclude function income 
from taxation. Income tax expense for the year ended March 31, 2016 was $ 29. 
Association is no longer subject to U.S. Federal or State examinations by tax 
authorities for the years before 2011. 

Note 2 - Homeowners' Fees and Economic Dependence 

As of March 31, 2015, 67 of 71 lots annexed into the development had been 
transferred to owners other than Battlement Mesa Partners (the Declarant) or a 
builder. The remaining 4 undeveloped lots were owned by a builder other than the 
Declarant but the 4 undeveloped lots were not yet annexed into the Association. All 
developed lots pay the full assessment of $245 .00 per lot per month. 

Note 3 - Management Agreement 

The Association has entered into a management agreement with the Elk Peaks 
Consulting Group, Ltd to manage the day-to-day operations of the Association under 
the direction of the Association's Board of Directors. For the year ended March 31, 
2016, management and accounting fees paid to the management company were 
$ 18,158 for general management of the entire Association. 
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Canyon View Homeowners' Association 
Notes to the Financial Statements 

March 31, 2016 

Note 4 - Future Major Repairs and Replacements 

The Association's governing documents allow funds to be accumulated for future 
major repairs and replacements including additions, alterations or improvements. The 
Association conducted a study to estimate the remaining useful lives and the 
replacement costs of the common property components. 

The Association is funding for such major repairs and replacements over the 
estimated useful lives of the components based on the study's estimates of current 
replacement cost, considering amounts previously accumulated in the replacement 
fund. Actual expenditures, however, 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 future needs. 

If additional funds are needed, however, the Association has the right to increase 
regular assessments, to levy special assessments, or it may delay major repairs and 
replacements until funds are available. 

Note 5 - Fair Values of Financial Instruments 

In accordance with the Fair Value Measurements of FASB Accounting Standards 
Codification (ASC) 820-10, assets and liabilities are grouped in three levels, based 
on the markets in which the assets and liabilities are traded and the reliability of the 
assumptions used to determine fair value. These levels are: 

• Level 1 - Valuation is based upon quoted prices for identical instruments 
traded in active markets. 

• Level 2 - Valuation is based upon quoted prices for similar instruments in active 
markets, quoted prices for identical or similar instruments in markets that 
are not active, and model-based valuation techniques for which all significant 
assumptions are observable in the market. 

• Level 3 - Valuation is generated from model-based techniques that use 
significant assumptions not observable in the market. These unobserved 
assumptions reflect Association's owff estimates of assumptions that market 
participants would use in pricing the asset or liability. Valuation techniques 
include use of option pricing models, discounted cash flow models and similar 
techniques. 
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Canyon View Homeowners' Association 
Notes to the Financial Statements 

March 31, 2015 

Note 5 - Fair Values of Financial Instruments - (continued) 

In accordance with the Fair Value Measurements and Disclosures topic of the ASC, 
Association bases fair values on the price that would be received to sell an asset or 
paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. Fair value measurements for assets and liabilities where there 
exists limited or no observable market data and, therefore, are based primarily upon 
Association's estimates, are often calculated based on current pricing policy, the 
economic and competitive environment, the characteristics of the asset or liability 
and other such factors. Therefore, the results cannot be determined with precision 
and may not be realized in an actual sale or immediate settlement of the asset or 
liability. Additionally, there may be inherent weaknesses in any calculation 
technique, and changes in the underlying assumptions used, including discount rates 
and estimates of future cash flows, that could significantly affect the results of 
current or future values. 

Note 6 - Subsequent Events 

The Association has evaluated subsequent events through October 18, 2016, the date 
at which the financial statements we available to be issued. No subsequent events 
were noted. 
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Supplemental Information 



Canyon View Homeowners' Association 
Supplemental Information on Future Major 

Repairs and Replacements (Unaudited) 
March 31, 2016 

See Accountants Review Report 

The Association conducted a study, which was updated December of 2006 to estimate the 
remaining useful lives and the replacement costs of the asphalt streets, painting and roofing. 
Replacement costs were based on the estimated costs to repair or replace the common property 
components at the date of the study with a built in inflation factor of 3% per year. 

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

Replacement Fund Cash 
Estimated Remaining Estimated Current and Investments at 

Conponent Useful Life (Years) Replacement Cost March 31, 2016 
Asphalt 1to7 years $ 164,700 $ 135,731 
Painting 1to5 years 111,222 38,042 
Roofing 1 to 20 years 332,313 (11,546) 
Concrete 1to7 years (14,577) 
Working Capital 36,272 

$ 608,235 $ 183,922 
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