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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Members of
Sunilower Community Association, Inc

We have audlted the accompanylng balance sheet of

SUNFLOWER COMMUMTYASSOCIA TION INC.

at' June 30, 2001 and the related statements of revenues, expenses and changes in fund balances,
and cash flows for the year then ended. These financial stateménts are the responsibility of the
Commumty ] management Our responsrbuhty is to express an oprnlon on these financial statements
vased on our audit.

We conducted our audit in accordance with U, S generally accepted audmng standards Those
standards requwe that we plan’ and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material mlsstatement An audit includes examining, on a test
basis, evidence supporting the: amounts and disclosures in- ‘the ﬁnanc:al statements.. An audit also
includes assessing the accountmg principles used and significant estimates made by managemant as
well as evaluating the overall ﬁnanc:al statement presentatlon We: beheve that our. audlt provndes a
reasonabie basrs for our oplmon

In our opnnron the ﬁnanclal statements referred to. above present falr!y, Jin all rnatenal respects, 'the
assets and fund batances of Sunflower ‘Community Association, Inc. at June 30, 2001; and its
revenues, ‘expenses and changes in fund balances and its cash flows for the year then ended in
conforrntty w:th U. S generaliy accepted accounting principles.

b Ailpen ‘“7“"5‘”46

November 16 2001
Phoenlx Anzona

Member of the SEC and PGPS Sections-Divisicn of Firms-American Institute of Gertified Public Accountants
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SUNFLOWER CQMMUNITY ASSOCIATION INC.
BALANGE SHEET S fv/
| T L84 0
June 30,2001 . C‘ﬂ{(l@ R
ASSETS

. Operating | rProbeﬁy . Reserve T
" Fund " Fund ‘Fund - Total

CURRENTASSETS : S = - o
S Gash oo $ 77244 % - §. 53162 § 130,406
| Cerufcatesofdeposn o et o .200,000 200,000
Otherassets . ‘ _ _ '1,:503 o - e 1503

TOTAL CURRENTASSETS S ys7ar - .. 253162 . 331,90

' PROPERWANDEQUIPMENT o , : _ AP . SRR
' less accumulated depreciation . . 1 4oe1042 . 4261042

TOTALASSETS. - . § 78747 § 4261042 § 253,162 §$ 4,692,951

'LIABILITIES AND FUND BALANCES

‘ CURRENT LIABIUTIES S ‘ . . : _ o
“Accounts’ payable . R $ 42019 § - § - -§ . 420t9 .
.+ Accrued expenses ... 15026 - LT 15,026
: Duetodeveloper K' R —— o - 15419 - . 15419
Deferred revenue L 83 206 R ;_'83,206

TOTAL CURRENT LIABILITIES o 1556?0 B

FUND BALANCES R (76 923) 4261042 253,162 4,437,281

TOTAL L_IAB,ILITIES AND , A - SO
- FUND BALANCES - . $ 78747 '$ 4261042 $ 253162 - 4,592,951

See Accorhbanying Notes to Financial Statements
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SUNFLOWER COMMUNITY ASSOCIATION, INC.

STATEMENT OF REVENUES, EXPE,NSES AND
CHANGES'IN FUND BALANCES:

Year Ended June 30, 2001

| Opera&ti'ng' Property

. Reserve.
Fund

C"v‘{ bl f

Tofa‘l-

Fund Fund
REVENUES ' '

Assessments - regular o - % 319.‘,3_35' $ -8

Reserve assessments developer ‘ S -
.Investment income . o L B -

117,228
6,334

. $ .

319335
117,228.

16,334

22,949

Other income and expense ' 22,949 -
TOTAL REVENUES : " 342284 L

123562

465,846

EXPENSES , ; :
Operating expenses - _ - 496405 -
Administrative expenses. . o . 161,934 114,259:

© 496,405

TOTAL EXPENSES : . : 658,339 - - 114,259

MAJOR REPAIRSAND REPLACEMENTS T T

. 276,193
- 772,598

EXCESSOFREVENUES e
OVEREXPENSES . (316,055) . (114,259)

DEVELOPERSUBSIDIES S . 192493 - 152985 -

129 600

123562

(306,752)

345,_478 :

':4 398 555

FUND BALANCES BEGINNING OFYEAR S 46,6390 -4,222316

253 162 $ 4 437 281

'FUND BALANCES, END OF YEAR $  (76923) $. 4,261,042 $

See Accompanying Notes to Fi'nganc',i,ai' Statements
B S
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SUN FLOWER COMMUNITY ASSOCIATION

STATEMENT OF CASH FLOWS

A Year Ended June 30, ?_001

CASH FLOWS FROM OPERATING ACTIVITIES

‘Change in net assets’
Adjustments to reconcile change in net assets to net cash
used in operatlng ‘activities::
Depreciation and amortization'
Property and equipment contributed by deveioper
Developer subsidies :
Changes in operatlng assets and liabilities:
Decrease (increase)in: - "
. Other current assets -
Increase (decrease) in;
Accounts payabie
Accrued expenses ,
Deferred revenue -
Dueto developer : ‘
~ " Net cash provnded by operatlng activities

; CASH FLOWS FROM INVESTING ACTIVITIES '

Purchases of certn‘" cates of deposn

NET CHANGE IN CASH AND CASH EQUIVALENTS

"CASH AND CASH EQUIVALENTS BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS END OF YEAR

0

INC

o1 c‘“z’fz’q

$  (306.752)

114,259

~ (152,985)
345,478
884
15,574

562
109,652
31413
<. 158,075

7 (100,000)
58075
72331

- S 130,406

o SUPPLEMENTAL DISCLOSURE OF NON CASH INVESTING AND FINANCING ACTIVITIES

- Durmg 2001 addltlonal property and equment in the amount of - 3152 985 was oontrlbuted to the

" Communily by the Developer Also during 2001, the Developer paid certain expenses in the amount of -
- $207,912, thch is part:ally offset by the "shortage" amount of $192 493 owed to the Commumty by- the '
' Developer : _ :

See Accompanying Notes to Financial Statements

|-4-
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SUNFLOWER COMMUNITY ASSOCIATION INC | SN L/
oD
NOTES TO FINANCIAL STATEMENTS | : O (6‘( (;, ‘3 (’{ .

Year Ended June 30, 2001

Community. operations and summary of slgnificant accounting policies

Commumty operatrons - Sunﬂower COmmumty Association, Inc {the "Communrty") was

. incorporated on August 21, 1997 in the state of Arizona. The: Community is responsible for the operation and

maintenance of the common property within a residential- deveIOpment The development currently consists of
approxrmately 965 resldentlal unlts or Iots on appro;umately 245 acres located II'I Tuc90n Arlzona

The srgnrf cant acccuntmg pollcres followed by the Communrty are as follows

Fund accountmg The Community’s governtng documents provrde certaln gwdelmes fro govermng its

i nancial activities. To ensure observance of limitations and resfrictions.on. the use of financial resources, the
: Communrty maintains its accounts using fund accounting. Financial resources are classified for accountrng
.and reportlng purposes usrng the: followmg funds accordlng to their nature and purposa / S

' Operatrng fund - This fund is used to accotmt for fi nancral resources avallable for the general operatlons o
of the Commumt‘y . .

: _Property fund ThlS fund is used fo account for fi nancral resources related to property and equrpment
cdpitalized by the Communrty or .contributed to the Communrfy by ‘the developer ‘and the related-
accumulated deprecratlon and amortlzat|on on the property and equnpment ' ‘ -

o Reserve fund Thls fund |s used to accumulate financial resources desrgnated for specrﬁc future major ‘
* repairs and' replacements These funds are generally ‘not. avallable for general operatlons of the '
. Communrty S oL S e

Menagements use of estrmates -The preparatlon of fi nancral statements in- conformrty with- pnn crples

requrred for the rmodified cash basis of accounting requires the use of estimates and assumptlons based on 4

o management‘s knowledge and expenence Due to-their prospectrve nature actuat results could drffer from

rthose estlmates

- Member assessments Communrty members are” subject to semi- annual assessments bllled in Apnl "
and October of each fiscal year These assessments are to be. used._to provrde funds” for the Communrtys
operatlng expenses and major repairs and replacements. Durlng the year ended June 30, 2001 non of the.
meémber " assessments were - designated to be used for major repairs and replacements. ° - Del Webb

‘Corporatlon (the "Developer”) is not: responsrble for semi-annual assessments on any lots' it owns. The .
- Developer is responsﬂ)le for a one-time assessment of $400 for each lot sold during the year. This Developer
- assessment is designated-to be ‘used’ for future _major repairs and replacements Any excess “operating

assessments at year-end are retalned by the Commumty for payment of operatlng expenses ln ﬁ.lture years :

Property and equrpment The Communn‘y cap|ta||zes all personal property and equrpment to Wthh it
has titte or other evidence of ownership,” Purchased property and equipment are recorded at cost and

developer ‘transferred property and equipment are recorded at the their fair market value at the date of |
_ transfer.- All real property ‘directly associated with the specific uhits is not capitalized. All real property not

directly associated with & unit is not caprtallzed due to the Communrtys inability to sell-or retain proceeds, or
use the property to generate s:gmf icant cash flow from members on the basis of usage or from nonmembers.
" .Property and equipment is depreclated using the stra|ght—lrne method of deprecratron over estrmated

useful lives form 7 to 40 years.
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SUNFLOWER COMMUNII Y ASSOCIATION, INC. . - L‘"l '
| | g ﬁl 9l
NOTES TO FINANCIAL STATEMENTS o
AN IALS ATE IENT C)Y{é

" Year Ended June 30, 2001

Communrty operatrons and summary of 5|gn|f' cant accountmg pollctes (contmued)

Developer subsrdres The Communn‘y receives funds frorn the Developer aea special subsndy to cover
deficiencies in-revenue over operating expenses. These Developer subsidies are amounts in excess of the
one-time reserve fund assessments paid by the Developer on lots sold ‘during the year. The Develpper is

'requlred to pay the “shortage” for each fiscal year to the Community. The ° shortage is defined as income and

revenue of any kind eamed by the Community less all actual operating expense of the Communrty excluding
(1) all non-cash expenses such as depreciation or amortrzatron (2) expenditures for non-budgeted, non-

approved items and (3) all expenditures made from the reserve fund. A final reconciliation of the shortage" L

o ~shall be made within thirty days of the- receipt of the annual financial report audited by an’ mdependent public

* accounting firm. ~Payment of the ¢ “shortage” will continue until termination of the Developers class “B”

membership. Upon termination. of the class “B” membershlp the Developer may elect to pay semi-annual
assessments on each of the ots it owns.or pay the “shortage” in each fiscal year. The“shortage” subsrdles‘ =

are recorded as additional contributed capital to the operating fund balance..

The developer alse has transferred certain common property and eqmpment to the Commumty The

' property and equipment are capitalized in the property fund at their fair market value on the date of transfer

and a developer subsidy is recorded for the amount transferred as. contnbuted capltal to the property fund

. balancei in each fiscal year

' Advertrsrng Advertlsmg costs are charged to operattons when mcurred There were no advertlsrng_k

‘ ;costs charged to operatrons for the year

Income taxes Homeowners assoc1att0ns may be taxed elther as homeowners assomahons or as
reguiar- corporations. . -For. the year ended- June 30, 2001, the Community elected to be taxed. as.a

- homeowners’ association.- Under that election, the Commumty is taxed on its non-exempt function income,

@

‘such as interest earnings, at a flat’ rate of 30% Exempt fuhction mcome ‘which conststs pnmanly of member
assessmente is not taxable ‘ iy

Property and equrgment =

Property and equrpment consrsts of:

: Cost or falr market value at date of Developer transfer

“Land ‘- - - . 8 840,000

Burldlngs S B - A , . -3,317,943
Furniiure, Fxtures and equrpment : : ‘ ' ' *287,05-_7_‘ ‘
" Total cost or fair marketvalue - - o _ _ : - 4,445,000
Accumulated depreciation - - SR N ' .. {183,956)

. Net property and equnpment o ' I : § 4,2@1 ,04

Deprecratlon expense charged to the property and equnpment fund was $114,259 for the year
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SUNFLOWER COM M UNITY ASSOCIATION INC. . /
NOTES TO FINANCIAL STATEMENTS -
D o . Oglc>q

Year Ended June 30, 2001

Related party transactions

The. Deve!oper owns 435 lots in the Community and pays a one-time reserve assessment of $400 per

' house sold:  The Developer is also required to pay any “shortage” amount each fiscal year as described in

Note 1. . The Community is currently managed by the Developer, and paid management fees of $16,536 to
the Developer during the year.  The Developer has paid certain expenses such as payrall, liability insurance
and other expenses in the amount of $207,912 on behalf of the Community during, the year. These
expenses are offset by the “shortage owed by the Developer to the Community ‘and the net amount is "

_reﬂected as due to developer in the’ accompanylng statement of assets habllltles and fund balances

Future rnajor repalrs and replacement costs

- The Commumtys governlng documents require- funds be accumulated for future major repa|rs and

o replacements. The funding of the reserve for future major repairs and replacements is'based upon areserve

(5)

study performed by an independent. reserve estimate company in July of 2000 to estimate the’remaining
useful lives and replacement costs of the common ‘property components. The estimates were made in part by
the reserve assessment company's’ mspection of the common property and representanons made by,
management and the Commumtys Board of Dlrectors

“The. Communn‘y is fundlng such major repairs and replacements over the estlmated useful lives of the
components based on the.study's estimates of expected future replacement costs, con5|denng amounts

'accumulated in_the above reserve’ fund. | Actual expenditures may vary from the estlmated amounts. and

variations -may be material. Therefore amounts accumulated in the reserve.fund may not be adequate to
meet -future ‘néeds.- If additional funds are needed, the. Commumty has the right to increase regular

assessments or levy spec:al assessments or lt may delay major repalrs and replacements untll funds are -

avallable

Concentratlons of credlt nsk

Fmancnal instruments -that potentially subject the Communrty to concentratlons of credlt risk con5|st
principally of cash deposits in hank accounts. The Community places its cash deposits with quality financial
institutions and generally limits the amount of credit exposure. in any one financial institution to the amount of
the Federal Deposit Insurance Corporatlon (FDIC).coverage of $100,000. At June 30, 2001, the Communfty
had no concentratlons of credit nsk from cash depos|ts over the FDIC cwerage
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INDEPENDENT AUDITORS' REPORT ON ADDITIONAL INFORMATION

- .Our repert on our audit of the basic ﬁnanctal statemente of Sun.ﬂower Community Aaeociatton inc. appearsron |
- i "p.age 1. The audlt was made for-the purpose of formmg an oplmon on the basic f nanmat statements taken as a
| whoie The addrtronat mformatlon on specrf c future major repalrs and replacements by SLIdeVESIOI’I on page Qis not. '

- a requ1red part of the basm ﬁnancral statements but IS supptementary |nformatron requu'ed by the Amencan tnstltute

: of Certn"ed Publlc Accountants We have apphed tlmrted procedures whlch oonsrst pnncrpatty of mqurres of

management regard:ng the methods of measurement and' presentatlon of the addltlonat rnformatton However we .
did’ not aud:t the lnformatlon and express no oplnlon_on |t. _ _
" MILLER WAGNER & COMPANY, PLLC -

November 16, 2001
Phoehix, Arizona




to estimate the remaining useful lives and thé replacement costs of the components of its common property and

_'the end of their useful lives,

Remaining ~ Future - Reserve Fund
. | E " Useful life  Replacement  Balance at
Components . . . {Years) - .Cost:  June30,2001
o Vli!age Center Grounds o — . ti31 0 %8 491,253 §- 68,666
" Village Center Pool and spa - o - R 7 A 218,310 42,410 .
- Village Center Tennis and bocce ball courts | L 1-27 - 115248 15,282
 Village Center Other+ . ' S 4-27 45002 - 9,930
-~ Community Center Buﬂdlng exterior androof = - - . . 7-96 251,432 4,174
Community Center Restrooms v B2t 196,207 - - 5,743
Community Center Fitness | . B - . AT73182° 65,589
- .Community Center Fiesta : S . 3-15 . 111,806 - = 12,686
.Community Center Other .~~~ .~ = - 3-96 210,318 - 28682 -

SUNFLOWER COMMUNITY ASSOCIATION, INC

ADDITIONALINFORMATION - | \{[QQQ bR /

Year Ended June 30, 2001

 ADDITIONAL INFORMATION ON SPECIFIC FUTURE MAJOR REPAIRS AND REPLACEMENTS

| The Communfty through an independent reserve. estlmate company, conducted a study as of July 2000
improvements. Replacement costs were based on the estlmated Costs to: reparr or replace the components at

The following . mformahon is based on the. study and. presents sngntfcant mformatlon about the:
components of |ts common property and mprovements :

Estimated Estimated'

'$ 1,813,758 § 253,162

See independent Audiiolrs' Report on Additional information . .
’ Q- - ) .




PJgaseZnter Corporation Nanr%e- ; 081 &5 S5 F File number _ . Page3

9. FINANCIAL DISCLOSURE (A.R.S. §10-11622. A 9) . C_/ ,[S {ét)éf 2’) :
Nonprofit corporations must attach a financial statement (e.g. income/expense statement, balance sheet mcludlng assets. i:ﬁbllm ) AII ather
forms of corporations are exem pt from filtng a financial disclosure. .

8A. MEMBERS (A.R.S. § 10—11622 Al

. This corporatlon DOES DOES NOT El have members.

10. CERTIFICATE OF DISCLOSURE (A.R.S. §510-1622.A.8 & 10-11622.A.7)

Has ANY person setving either by élection or appointment asan officer, director; trustee, incorporator and/or person-controliing or holding morethan
10% of the issued and outstandmg common shares or 10% of any other proprigtary, beneficial or membersm mterest in the corporation been
‘Underlined portlon pertains to business corporations only} .

1. Convicted of afelony mvolvlng a transactlon insecurities, consumerfraud orantitrustin any state orfederai jurisdiction within theseven year period
immediately preceding the executlon of this certificata?
2. Convicted of afelony, theessenﬁal e!ementsofwhlchconsnsted of fraud, misrepresentation, theﬁb;falsepretmsaorrestramtoftradeormompoby-
in any state or federal junscllctnon within the seven year period immediately preceding execution of this certificate?
3. Qraresubjectioan |n|unct|on.ijudgmem decree or permanent order of any state or federal court entered within the seven year pefiod lmmedlatew
preceding exacution of this certificate where such injunction, judgment, decree or permanent order involved the violation of: .
(a) fraud or registration provisions of the securities laws of that jurisdiction, or
(b) the consumer fraud laws of that jurisdiction, or
. {c} the antitrust or restraint of trade laws of that jurisdiction? )
o Nnom

YES O

if "YES", the following mformation must be submitted as an attachment to this report for each person subject to one or more
Jf the actnons stated in Items 1 through 3. above.

1. Full name and prior names used. 5. Date and location of birth.

2, Full birth name. : 6. Social Security Number

3 ' Present home address. | : 7. The nature and description of each corwiction or judicial action; the

4, Prior addresses (for mrpediate date and location; the court and public agency mvolved andthe file
preceding 7 year perlod] . . or cause number of the case.

1. STATE MENT QF BAN KHUPTCV RECEIVERSI"“P orCHARTER FIEVOCATION (AR, S. §§10~202 D.2,10-3202.02, 10-1623
L 10-11628) .
. YESO . NO®

\) Has the corporation filed a pefmon for bankrupicy or appomted a receiver? |
3) Has ANY person serving elther by election or appointment as an officer, dlrector trustee, lncorporator and/ar person_controlling or holdin
nore than 20% of the issued and outstanding common shares or 20% of any other proprietary, beneficial or membership interest in the

:orporation served insuch capacity or held a 20% interest in any other corporation during the bankruptcy, recewershlp, or charta revocation
A the other oorporatlon" [Underlined portion pertains to business corporations only]

12. SIGNATURES:

declare. under penalty of law that all corparate income tax rmlmna Revised Stotutes have been
iled with the Arizona Department of Revenue. | further declare under penaity of law that | (we) have examined this report and the
:ertificate, including any attachments, and to the best of my (our) knowiedge and bellef they are true, correct and complete.

Datez_m Nameﬁﬂ*-b /—Laktrb Date_</— 1243
Slgnm&ﬂtﬁ M

Sy'%esk&@fb— Title A pawin

(Slgnator(s) must be duly authorized corporate officer(s) listed in section 7 of this report.)

la

nignaturex’




