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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT 
 
 
September 20, 2019 
 
To the Board of Directors 
Spring Creek Homeowners’ Association 
Jackson, Wyoming  
 
 
 

We have reviewed the accompanying balance sheet of Spring Creek Homeowners’ 
Association as of December 31, 2018 and 2017, and the related statements of revenues, 
expenses, and changes in fund balance and cash flows for the year then ended, and the notes 
to the financial statements. A review includes primarily applying analytical procedures to 
management's financial data and making inquiries of Association management. A review is 
substantially less in scope than an audit, the objective of which is the expression of an 
opinion regarding the financial statements as a whole. Accordingly, we do not express such 
an opinion. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the 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. 
 
Accountant’s Responsibility 
 
Our responsibility is to conduct the review engagement in accordance with Statements on 
Standards for Accounting and Review Services promulgated by the Accounting and Review 
Services Committee of the AICPA. Those standards require us to perform procedures to 
obtain limited assurance as a basis for reporting whether we are aware of any material 
modifications that should be made to the financial statements for them to be in accordance 
with accounting principles generally accepted in the United States of America. We believe 
that the results of our procedures provide a reasonable basis for our conclusion. 
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NOTE #1 – NATURE OF ORGANIZATION 
 
Spring Creek Homeowners’ Association is a non-profit association incorporated September 
8, 1982, in the State of Wyoming.  The Association is responsible for the insurance, 
operations and maintenance of the common facilities at Spring Creek Ranch, located in 
Teton County, Wyoming.  Property or “Unit” owners, within Spring Creek Ranch, are 
members of the Association.  Unit owners may also be members of subsidiary associations 
for particular subdivisions.  The Association is governed by articles of incorporation, by-
laws and declaration of covenants, conditions and restrictions.  
 
NOTE #2 – DATE OF MANAGEMENT’S REVIEW 
 
In preparing the financial statements, the Association has evaluated events and 
transactions for potential recognition or disclosure through September 20, 2019, the date 
that the financial statements were available to be issued.   
 
NOTE #3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Fund accounting  
 
The financial statements are presented on the accrual basis.  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 - Used to account for financial resources available for the general 
operations of the Association. 

 
Replacement fund - Used to accumulate financial resources designated for future 
major repairs and replacements.  

 
Assessments receivable 
 
The Association levies monthly assessments upon its members to pay operating costs and 
fund major repairs and replacements.  The Association may file liens and take legal action 
against any member whose monthly payments are delinquent. As of December 31, 2018 
and 2017 assessments receivable are $51,457 and $40,117 respectively.   
 
Assessments are due on the first of the month, past due on the first of the next month, and 
are delinquent when they are more than 90 days in arrears.  Late fees are charged at the 
greater of $25 or 1.5% per month.  At December 31, 2018, eight lots and $26,132.24 of 
assessments were delinquent.  The Association feels that all monies are collectible.   
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NOTE #3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Property and equipment 
 
The infrastructure, including roads, utilities, and related buildings, within the Association 
boundaries are property of the Spring Creek Improvement and Service District (SCISD).  
Under agreement, the Association manages and maintains this infrastructure with the 
ability to request reimbursement from the SCISD for any major expenditure.  Association 
expenditures to maintain these assets will be expensed as incurred. 
 
The Association also maintains the common area and exterior of the Harvest Dance and 
Spirit Dance subdivisions.  Association expenditures to maintain these assets are expensed 
as incurred and charged to the respective subdivision’s operating or reserve funds.  
 
Per the CC&Rs, the Association cannot sell common real property without 100% positive 
approval of all homeowners.  Common property must be used as outlined in the CC&Rs.   
 
Expenditures for new asset acquisitions may be capitalized if significant. 
 
Property and equipment are recorded at cost and consist of the following: 
 
 Hot Tub  $80,000 
 Less accumulated depreciation  (8,546) 
    $71,454 
 
Depreciation 
 
Property and equipment are being depreciated over their estimated useful lives using the 
straight-line method.   
 
Accounting estimates 
 
In conformity with accounting principles generally accepted in the United States of 
America, the preparation of financial statements requires management to make certain 
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.  
Estimates also affect the reported amounts of revenues and expenses during the reporting 
period.  Actual amounts may differ from estimates. 
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NOTE #3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Rounding Convention 
 
A rounding convention to the nearest whole dollar has been applied throughout this report, 
therefore the precision displayed in any monetary amount is plus or minus $1.  The 
rounding convention is applied to each amount displayed in a column, whether detail item 
or total.   
 
Insurance  
 
It is the responsibility of the Association to provide liability and property damage 
insurance coverage for the common elements, including certain building exteriors, and the 
limited common elements of the project.  Costs of the insurance are charged to the owners 
and prorated among the owners as set forth in the declarations.  The building policy and 
earthquake coverage amounts are as follows:  
 

  2018   2017 
 

Building policy $ 24,000,000 $ 24,000,000  
Earthquake $ 28,585,157 $ 28,585,157 

 
 
Statement of cash flows 
 
Cash equivalents include all highly liquid debt instruments purchased with a maturity of 
three months or less. 
 
The Association records its investments that are classified as “available for sale” at their 
fair market value.  In accordance with this method of reporting investments, the 
Association recorded unrealized gains (losses) of $(792,915) and $68,173 in 2018 and 
2017, respectively.  See Note 7 – Other Comprehensive Income. 
 
Comparative information 
 
The financial statements include certain prior year summarized comparative information 
in total.  Such information does not include sufficient detail to constitute a presentation in 
conformity with generally accepted accounting principles.  Accordingly, such information 
should be read in conjunction with the organization’s financial statements for the year 
ended December 31, 2017, from which the summarized information was derived. 
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NOTE #3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Deferred Income Taxes 
 
Deferred income taxes reflect the temporary differences between the tax basis of assets 
and liabilities and the reported amounts of these assets and liabilities for financial 
reporting purposes.  The Association’s net unrealized gain and deferred tax liability as of 
December 31, 2018 and 2017 are shown in Note 7 – Other Comprehensive Income. 
 
NOTE #4 – INVESTMENTS – FAIR VALUE 
 
The Association conforms to generally accepted accounting principles, which require debt and 
equity securities that are classified as available for sale to be recorded at “fair value” on the 
financial statements.  Fair value measurements establish a hierarchal framework for disclosure of 
and measurement of investments at fair value defined as Level I, II, and III inputs.  These inputs are 
based on a number of factors, including the type of investment and the characteristics specific to 
the investment.  The Association’s investments are all considered to be Level I inputs as they are 
based on quoted market prices.   
 

Cash Securities 2018 2017

Beginning balance - fair value 277,758$  2,207,660$  2,485,418$   2,485,585$        

Net cash in/out (305,398)  (316,318)      (621,716)       (368,548)            

Realized earnings (losses) 56,600      667,535       724,135        300,216             

Unrealized gains (losses) -            (792,915)      (792,915)       68,165               

Ending balance - fair value 28,960$    1,765,962$  1,794,922$   2,485,418$        

Net unrealized and realized gain on securities is as follows:

Unrealized gain (loss) (792,915)$     68,165$             

Realized gain (loss) 667,535        227,686             

     Net unrealized and realized gain on securities (125,380)$     295,851$           

Net realized gain on securities available for sale:

Security sales proceeds 1,962,382$   477,586$           

Basis of securities sold (1,294,847)    (249,900)            

Realized gain (loss) on sales of securities 667,535$      227,686$           

Totals

 
 
The cost of each security available for sale is adjusted to fair market value annually.  This adjusted 
fair market value is the basis used to compute unrealized gains and losses.  The cost basis of each 
security is also tracked and used to compute realized gains and losses.   
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NOTE #5 - INCOME TAXES 
 
Each year, Associations may elect to be taxed either as homeowners associations or as regular 
corporations with Internal Revenue Code Section 277 exceptions.  This current year the Association 
elected to file as a corporation using form 1120 because it resulted in lower taxes.  Under this 
scenario, the Association is taxed on all income and expenses related to its operations with a 
Section 277 limitation preventing the Association from showing a loss as a result of its exempt 
function expenses and / or netting nonexempt income with an operating loss.  Nonexempt function 
income includes interest, investment income and revenues from non-members.  Operating 
expenses related to the nonexempt income are allocated to offset a portion of the taxable income.  
The resulting income is taxed at 21% on form 1120.   
 
Income tax expense in 2018 and 2017 was $136,454 and $59,288 respectively.  The taxes were 
higher in the current year due to the Association selling more securities to finance needed repairs.  
The federal income tax returns of the Association for 2018, 2017, 2016 and 2015 are subject to 
examination by the Internal Revenue Service, generally for three years after they were filed.   

 
NOTE #6 - COMMITMENTS AND CONTINGENCIES 

Future major repairs and replacements  
 
The Association has budgeted for funds to be accumulated to offset costs of future major repairs 
and replacements.  The Association seeks to accumulate fifty percent of the replacement costs over 
the useful lives of the Project Common facilities, and to accumulate funds for specific repairs and 
maintenance of the Spirit Dance and Harvest Dance sites. 
 
The replacement funds totaling $1,898,777 consist of cash, including interest bearing monies of 
$28,960, taxable and tax-exempt investments including accrued interest totaling $1,765,962, other 
receivables of $9,503, and an inter-fund receivable of $94,352 as of December 31, 2018.  The fund is 
generally not available for operating purposes.  It is the Associations’ policy to retain the interest 
earned on such funds in the reserve fund for future major repairs and replacements. 
 
Periodically, a reserve study determines the replacement value of the inventory of infrastructure 
items as of the date of the study.  A new study for Harvest Dance and Spirit Dance was completed in 
January of 2019.  For Project Common the last study was updated in 2015.  The study's estimated 
replacement costs are adjusted to provide for inflation for the years between the date of the study 
and the current year. 
 
The Association is funding for such major repairs and replacements as follows: 
 

  2018   2017  
Replacement fund  
   Assessments – Project Common $ 36,456 $ 44,779 
 Assessments – Spirit Dance  113,962  113,279 
   Assessments – Harvest Dance  92,595  76,936 
  $ 243,013 $ 234,994 
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NOTE #6 - COMMITMENTS AND CONTINGENCIES (continued) 

Future major repairs and replacements (continued) 

Amounts accumulated in the replacement fund may not be adequate to meet future needs.  
However, if additional funds are needed, the Board of Directors of the Association has the right to 
increase regular assessments; and the Association has the right, subject to member approval, to 
levy emergency assessments, to levy special assessments, or to borrow.  The Association may delay 
major repairs and replacements until funds are available. 
 

Litigation 

In January 2018, the Association received from Thompson Palmer incorrect tax advice related to 
offset capital gains with reserve expense.   Based on this guidance, the Association undertook a 
strategy to liquidate investments and realize capital gains, which then created a tax liability of 
about $136,000.  The incorrect advice was realized when the 2017 Federal Tax Returns were being 
prepared.  The Association is seeking reimbursement for this tax liability with ongoing discussions. 

In February 2019, the Association received a letter from an attorney representing an anonymous 
group of Homeowners called the SC Neighbors.  Subsequently, Clay Cook was disclosed as a party 
within this group.  The letter identified a number of questions related to operations within the 
Association and requested numerous documents to be produced.  The Association notified the 
Directors and Officers policy carrier and coverage is being provided for legal counsel related to this 
matter.  Currently, the SC Neighbors are seeking numerous documents to be produced or a time 
scheduled for document inspection.  The Association has requested that all members of the SC 
Neighbors be identified before a time is scheduled. 

 
NOTE #7 – OTHER COMPREHENSIVE INCOME 
 
The Association complies with the provisions of FASB ASC 220, Comprehensive Income, which 
establishes rules for the reporting and presentation of comprehensive income and its components.  
Accounting principles generally require that recognized revenue, expense, gains and losses be 
included in net income.  However, certain changes in assets and liabilities such as unrealized gain 
and loss on available for sale securities, are reported as a separate component of comprehensive 
income which is reported on the balance sheet and statement of comprehensive income and 
changes in fund balances.    
 
The cost of each security available for sale is adjusted to fair market value annually.  This adjusted 
fair market value is the basis used to compute unrealized gains and losses for the period.  These are 
reported in other comprehensive income rather than on the statement of revenues and expenses.  
This reduces volatility in the statement of revenues and expenses as the fair market values of 
securities move up and down.  When a security is sold, the realized gain or loss is recognized on the 
statement of revenues and expenses with an offsetting entry to move the accumulated unrealized 
gains or losses from other comprehensive income.  Potential taxes related to the unrealized gains 
and losses are also reported in other comprehensive income.       
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NOTE #7 – OTHER COMPREHENSIVE INCOME (continued) 
 
The components of other comprehensive income for 2018 and 2017 including the prior period 
adjustment are as follows: 
 

2018 2017

Other comprehensive Income

Unrealized holding gains (losses) during period (792,915)$    68,173$        

Increase (decrease) in current year of other 

     comprehensive income from unrealized holding 

     gains (losses) during period (losses) (792,915)$    68,173$        

Changes in accumulated other comprehensive income

Accumulated other comprehensive income, beginning 934,202$      866,029$      

Unrealized holding gains (losses) during period (51,823)         268,849        

Less reclassification adjustment for gains (losses) 

     included in excess (deficiency) of revenues over 

     expenses (741,092)      (200,676)      

Unrealized gains (losses) available for sale securities (792,915)      68,173          

Accumulated other comprehensive income (loss), before taxes 141,287        934,202        

Estimated taxes on other comprehensive income

Beginning accumulated tax (expense) benefit (196,182)      (294,450)      

-                 
Current year tax (expense) benefit 166,512        98,268          

Total deferred taxes (29,670)         (196,182)      

Total accumulated other comprehensive income (loss), net of tax 111,617$      738,020$      

(626,403)      166,441        

Total current year change in other comprehensive 

     income unrealized gains (losses) available for sale 

     securities and current year tax (expense) benefit

 
 
 
Note #8 – CREDIT AND MARKET RISK 
 
The Association’s financial instruments consist of cash, investments, and homeowner receivables.  
At December 31, 2018 and 2017, cash and cash equivalents exceeding federally insured limits 
totaled $0 and $33,687.  Investments amounting to $1,794,922 and $2,485,418 were uninsured at 
December 31, 2018 and 2017, respectively.  Receivables are due from unit owners and are 
considered collectible. 
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Note #9 – CONCENTRATIONS 
 
Spring Creek Ranch is located in the greater Jackson Hole Wyoming area – a popular vacation 
destination as well as place to live.  The Association is exposed to risks associated with conditions 
affecting the economy, real estate, tourism, and weather for its geographical area.   
 
NOTE #10 – RELATED PARTIES 
 
Spring Creek Ranch Management Company, LLC 
Spring Creek Ranch Management Company, LLC (“SCRMC”), of which Stephen Price and Derek 
Goodson are principals, provides various services to the Association.  SCRMC operates under a 
written agreement with the Association.  Except for maintenance services, all fees are fixed by 
either contract or the current year’s budget.  Maintenance services are billed according to time and 
materials.  The books are reviewed annually by an independent accounting firm, and the policy of 
the Board is to have the books audited at least every five years.  Stephen Price is a member of the 
Association’s Board and recused himself in all matters related to SCRMC and the Association.  Derek 
Goodson has been appointed by the Board as the Association’s Assistant Treasurer.   
 
The Association paid Spring Creek Ranch Management Company LLC $784,082 and $648,445 in 
2018 and 2017, respectively.  The Association owed $35,341 and $33,854 at 2018 and 2017 year 
end for December fees.   
 
Spring Creek Improvement & Service District 
The boundaries of the Association are almost identical to the boundaries of the Spring Creek 
Improvement & Service District; therefore, the Association and the District have the common goal 
to appropriately maintain the infrastructure within the boundaries.  In March 2011, the Association 
and the District entered into an agreement to provide services within their boundaries. As part of 
the agreement, the Association may pay for improvements or advance funds to the District to 
perform improvements.  If such amounts are paid by the Association, they may request 
reimbursement from the District.  The District owed the Association $0 and $0 at 2018 and 2017 
year end for these improvements.   
 
In 2018, Spring Creek Improvement & Service District reimbursed the Association $30,682 of 
expenses as follows:  water expenses $23,447, sewer system $1,034 and roads $6,201.  
 
NOTE#11 – SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through September 20, 2019, the date on which the 
financial statements were available to be issued.   
 
 
 

 












