























WOOQDSTREAM FALLS CONDOMINIUM ASSOCIATION, INC.
NOTE TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and equipment, when acquired, will be recorded at cost. Depreciation will be
computed using the straight-line method over the estimated useful lives (5 - 27.5 years) of the
respective assets. Depreciation expense for 2008 was $2,731.

Froperty and Equipment consist of the following:

Rental Units $ 72,307
Improvements 12 748
Land 33,226
118,282

Accumulated depreciation _ (8,023)
$112,258

Financial Instruments: Unless otherwise disclosed, the carrying amount of financial instruments
approximates their fair value because of their short-term nature.

Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the Uniled 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 and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimated.

Accounting for Uncertainty in_Income Taxes: The Financial Accounting Standards Board
{("FASB") has issued Interpretation No. 48 ('FIN 48"), which clarifies generally accepted
accounting principles for recognition, measurement, presentation and disclosure relating o
uncertain tax positions. FIN 48 applies to business enterprises, not-for-profit entities, and pass
through entities, such as S corporations and limited liability companies. As permitted by FIN 48
(as amended), the Association has elected to defer the application of FIN 48 until issuance of its
December 31, 2009 financial statements. For financial statements covering periods prior to the
calendar year 2009, the Association evaluates uncertain tax positions in accordance with
existing generally accepted accounting principles and makes such accruals and disclosures as
might be required thereunder.

Prior _Year Comparative Totals: The financial statements include December 31, 2007
comparative information in total. Such information does not include sufficient detall to constitute
a presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Association's financial statements for the year

ended December 31, 2007, from which the summarized information was dernved.

Reclassifications: Certain items in the financial statements for 2007 have been reclassified to
conform to the current year presentation. Such reclassifications had no effect on net income.




WOODSTREAM FALLS CONDOMINIUM ASSOCIATION, INC.
NOTE TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE 4 - CONCENTRATION OF CREDIT RISK

The financial instruments which potentially subject the Association to concentrations of credit
risk are cash and certificate of deposits. The Association holds a checking account, money
market account and certification of deposit at a financial institution located in Denver, CO,
Accounts at the financial institution are insured by the Federal Deposit Insurance Corporation up

to $250,000 per account category. The funds deposited at this institution exceed this limit by
$389,675.

NOTE 5 - FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association's governing documents require funds to be accumulated for future major
repairs and replacements. During the year ended December 31, 2008, the Association
accumulated and utilized the fellowing funds:

Balance, beginning of the year F33B.617
Receipls
Annual Assessments 35157
Interest 21,261
Transfer from the operating fund 457,917
Disbursements
Major repairs and replacements 854.335)
Balance, end year $338,617

As of December 31, 2008 the Association had $748,387 in the reserve fund held in a money
market account and certification of deposit. The accumulated funds are available to meet future

repairs and replacement obligations and are held in separate accounts that are generally not
available for operating purposes.

The Association approved a portion of homeowner dues to be deposited into the reserve
accounts to fund the future major repairs and replacements.

The Association elected to acquire a loan of $550.000 to finance a portion of the 2008 major

repairs and replacements in place of depleting reserve funds in addition to transferring 5457 917
from the operating fund.

In 2008 the Board approved to begin receiving bids to conduct a study to determine the
remaining useful lives of the components of common property and current estimated costs of
major repairs and replacements that may be required in the future. In April 2009 the Board
awarded a contract bid to a consulting company to conduct a Reserve Analysis.

When replacement funds are needed to meel future needs for major repairs and replacements.
the Association has the right to increase regular assessments, pass special assessmenls, ar
delay major repairs and replacements until funds are available The effect on future
assessments has not been determined at this time,



WOODSTREAM FALLS CONDOMINIUM ASSOCIATION, INC.
NOTE TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE 5 - FUTURE MAJOR REPAIRS AND REPLACEMENTS (Continued)

The Board developed a Reserve Fund plan in 2006. The plan set a goal for all major repairs
and replacements that are to be completed over the next four years. The Board agreed to use a
'pay as you go" approach to avoid financial hardship and the need to levy special assessments.
The Association approved the contract bid to have the roofs replaced during 2008,

NOTE 6 — LONG-TERM DEBT

In January 2008, the Association borrowed $550,000 for roof repairs to the residential buildings
in the form of a bank loan. The terms of the debt provided for interest of 4.40% for 5 years.
Principal and interest payments of $10,245 are due monthly

Lang-term debt at December 31, 2008 is comprised of the following:

2008
Mote payable $ 457,828
Less current maturities ~ (104,887)
Long-term debt, less current maturities $ 352,941
Principal payments due in subsequent years are as follows:

Year ended December 31, Amount
2009 $ 104,887
2010 109,596
2011 114,517
2012 119,658
2013 9,170
Total $ 457,828

NOTE 7 - ASSOCIATION OWNED UNITS

The Association purchased one unit in 2008 and two others in prior years. The units were
renavated by the Association in order to rent them out.  Two units are rented as of
December 31, 2008 on a month to month lease. The third was leased December 17, 2008 for
the period of January 1, 2009 to June 30, 2009. The units are carried on the balance sheet at
cost less accumulated depreciation, Rental income for 2008 was $16,740.



WOODSTREAM FALLS CONDOMINIUM ASSOCIATION, INC.
NOTE TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

NOTE 8 — CONTINGENCIES

General: The Assocciation is a party to various legal actions normally assaociated with
homeowner associations, such as the collection of delinquent assessments and covenant
compliance matters, the aggregate effect of which, in management's opinion, would not be
material to the future financial condition of the Association.

Litigation; In June 2009, the Association's management was named is a lawsuit seeking
unspecified damages for wrongful termination and breach of a covenant Not-to-Compete with
one of the Board members. The company has engaged legal counsel and intends to vigorously
defend against the claim, Management believes that the lawsuit is completely without merit,
and na liability has been recorded by the Association as a resuit.

NOTE 9 - RELATED PARTY TRANSACTIONS
Related party transactions for 2008 were as follows:

» The Association paid a third party management and maintenance company that
employed an individual who is a resident and a Board Member of the Association. The
Association paid the company $111,204 for 2008 for management and maintenance
services,

» The Association paid a company that is owed by an individual who is both resident and a
Board Member for maintenance services. The Association paid the company $10.859
for 2008

+ The Association had an assessment receivable from a Board member of 5458 as of
December 31, 2008

= The rental property manager is a resident of the Association. The Association paid the
rental property manager $954,
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