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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Tri-Lakes Monument Fire Protection District
Monument, Colorado

We have audited the accompanying financial statements of the governmental activities and each major
fund of Tri-Lakes Monument Fire Protection District, as of and for the year ended December 31, 2017,
and the related notes to the financial statements, which collectively comprise the District's basic
financial statements as listed in the table of contents.

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 Responsibiiity

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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 interal 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 opinions.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of Tri-Lakes
Monument Fire Protection District, as of December 31, 2017, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, the schedule of revenue, expenditures, and changes in fund
balance — budget (non-GAAP basis) to actual, the schedule of the District’s proportionate share of the
net pension liability/(asset) — Fire Police Statewide Defined Benefit Plan, and the schedule of employer
contributions be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Colorado Springs, Colorado
June 22, 2018
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Tri-Lakes Monument Fire
Jfor the Year Ending December 31, 2017 Protection District, Colorado

MANAGEMENT’S DISCUSSION AND ANALYSIS

About our District

The Tri-Lakes Monument Fire Protection District (TLMFPD) is a career fire department, serving
approximately 35,000 residents across 52 square miles in northern El Paso County. An elected, seven-
member board of directors is responsible for governing the District and providing strategic guidance and
fiscal oversight of the District. There are three fire stations manned 24/7 services, 365 days per year,
along with the necessary fire apparatus to support the emergency services in the community.

The District is pleased to provide this narrative discussion and analysis of the financial activities of the
District for the calendar year ending December 31, 2017. The District discusses the financial
performance within the context of the accompanying financial statements and disclosures following this
section.

Overview of the Financial Statements

This Management Discussion and Analysis document introduces the District’s basic financial
statements which include: 1) Statement of Net Position; 2) Statement of Activities; 3) Balance Sheet —
General Fund; 4) Reconciliation of the balance sheet — General Fund to the Statement of Net Position; 5)
Statement of Revenues, Expenditures and Changes in Fund Balance; 6) Reconciliation of the Statement
of Revenues, Expenditures and Changes In Fund Balance of the Governmental Fund to the Statement of
Activities; and 7) Notes to the Financial Statements.

The financial statements referenced above and the footnotes to the financial statements begin on page 3
and end on page 26. The Required Supplementary Information, Schedule of Revenues, Expenditures and
changes in Fund Balance — Budget (non-GAAP) to Actual, Schedule of the District’s Proportionate
Share of the Net Pension Liability/(Asset) Fire Police Statewide Defined Benefit Plan, and the Schedule
of Employer Contributions on pages 27-29 provide information about the District’s financial position as
of December 31, 2017, its results of operations, information comparing actual revenues and expenditures
with budgeted revenue and expenditures for the year, and information about the District’s defined
benefit pension plan.

The Statement of Net Position includes all of the District’s assets and liabilities and provides
information about the nature and amounts of investments in assets and the obligations to the District
creditors. It also provides the basis for computing the rate of return, evaluates the capital structure of the
Digstrict, and assesses the liquidity and financial flexibility of the District.

The Statement of Activities provides information about the components — Program Expenses, Program
Revenue, General Revenues — of the District’s annual operating activities and how those activities
affected Net Position.

The Balance Sheet — Governmental Fund — General Fund presents the financial position of the
District’s funds using the traditional government modified accrual method of accounting, which does not
reflect capital assets and debt obligations.
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The Statement of Revenue, Expenditures, and Changes in Fund Balance — General Fund financial
statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. With this measurement focus, generally only current assets and current
liabilities are included on the balance sheet. This method approximates the reporting on a cash basis and
closely follows the budgetary method.

The reconciliations, which accompany these governmental fund statements, provide explanations of the
specific differences in these statements as compared to the Statement of Net Position and the Statement
of Activities.

The Notes to Financial Statements provide additional, required disclosures about the District, its
accounting policies and practices, its financial position and operating activities, and other required
information. The information included in these notes is essential to a full understanding of the
information contained in the financial statements.
The Budgetary Comparison Schedule provides information comparing budgeted revenue and
expenditure activities with the actual revenue and expenditure activities. When applicable, the schedule
will include a comparison of the originally approved budget with the final amended budget.
Financial Highlights
The District receives revenue from three primary sources:

e The District provides rescue and emergency medical services.

* Property taxes are collected and disbursed by the El Paso County Treasurer’s Office. The levies

are certified to the Assessor and the Colorado Property Tax Administrator by the Board of

County Commissioners. The Board of County Commissioners authorizes the Assessor to extend
the levies on property as assessed. The District is a constituted taxing authority.

* Specific ownership taxes are collected and disbursed by the El Paso County Treasurer’s Office.
Secondary sources of revenue are:

e Impact fees

+ Inspections

¢ State/federal grants

¢ Investment income

il
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Major disbursements are the normal operating expenses of delivering personnel services and benefits for
services. These disbursements are detailed in the financial statements.

The District’s assets exceeded its liabilities by $4,691,496 (net position) for the calendar year
2017. At the close of 2016, the assets exceeded liabilities by $4,747,352 (net position).
Approximately 36% of the District’s net position represent net investment in capital assets. The
District uses these capital assets to provide services and generate revenues for this fund.

Net investment in capital assets of $1,674,089, is calculated by taking property and equipment at

cost, less the accumulated depreciation, less any outstanding debt used towards the purchase or
construction of capital assets.

The total net position of the District decreased by ($55,856) during 2017 and increased by
$325,006 during 2016.

Total net position is comprised of the following classifications:
(1) As of December 31, 2017, the net position includes an emergency reserve of $200,000,
representing 3% of expenditures and impact fees restricted for capital improvements of

$656,053 for a total restricted net position of $856,053.

(2) As of December 31, 2017 and 2016, the District has unrestricted net position of $2,161,354
and $2,166,146, respectively.

iil



MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Tri-Lakes Monument Fire
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STATEMENT OF NET POSITION —~ GENERAL FUND

The statement of net position conveys the financial health of the District and includes all assets, liabilities
and deferred inflow of resources, both financial and capital. The statement of net position uses the accrual
basis of accounting.

Comparative statements of net position and comments’ relating to significant changes follow:

Increase
2017 2016 (decrease)
Assets
Other assets $ 10,365,566 $ 7,255,623 $ 3,109,943
Net pension asset - 8,871 (8,871)
Capital assets 2,558,497 2,810,842 (252,345)
Total assets 12,924,063 10,075,336 2,848,727
Deferred outflows of resources 1,019,138 893771 125,367
Total assets and deferred outflows $ 13943201 $ 10,969,107 % 2,974,094
Liabilities
Current liabilities 3 557,122 % 498,446 $ 58,676
Net pension liability 179,319 - 179,319
Other noncurrent Habilities 947,202 1,229,094 (281,892)
Total liabilities $ 1,683,643 § 1,727,540 § {43,897)
Deferred inflows of resources b 7,568,062 $ 4494215  § 3,073,847
Net position
Net investment in capital assets A 1,674,089 § 1,684,697 § (10,608)
Restricted 856,053 896,509 (40,456)
Unrestricted 2,161,354 2,166,146 (4,792)
Total net position b 4,691,496 $ 4,747,352 § (55,856)
Total liabilities, deferred inflows
of resources and net position $ 13943201 § 10,969,107 $ 2,974,094

Assets

Other assets increased due to additional unrestricted cash. Net pension asset became a net pension liability
due to changes in actuarial assumptions. The net pension liability was measured as of December 31, 2016,
and the total pension liability used to calculate the net pension asset was determined by an actuarial valuation
as of that date. Capital assets decreased due to the writing off of assets no longer in use.

Liabilities

Long-term liabilities decreased due to the reduced accrual of impact fees that were refunded in 2017. Also
contributing to the decrease were payments made on debi.

Net position

The decrease in total net position of approximately $56,000 is a result of the District’s expenses exceeding
revenue.

v
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STATEMENT OF ACTIVITIES

Comparative statements and comments relating to significant changes:

2017 2016 Change
Revenues
Program revenues
Charges for service b 774,283 13% § 858,806 14% $  (84,523)
Capital grants and contributions 24,531 0% 176,360 3% (151,829)
Total program revenues 798,814 13% 1,035,166 17% (236,352)
General revenues
Taxes 5,103,216 85% 4,906,046 82% 197,170
Impact fees 125943 2% 770 0% 125,173
Investment earnings 9,620 0% 3573 0% 47
Miscellaneous 17,333 0% 24953 0% (7,620)
I.oss on disposal of capital assets (17,785) 0% - 0% (17,785)
Total general revenues 5,238,327 87% 4,941,342 83% 322,390
Total revenues 6,037,141 5,976,508 86,038
Expenses
Personnel services 4516976 74% 4,024,468 71% 492,508
Administration 508,247 8% 465,902 8% 42,345
Buildings 118,916 2% 92,892 2% 26,024
Communications 151,035 2% 115477 2% 35,558
Fire prevention 5,216 0% 4,830 0% 386
Firefighting equipment 71,176 1% 40,775 1% 30,401
Medical equipment 71,711 1% 56274 1% 15437
Training and education 86,607 1% 25079 0% 61,528
Uniforms 36,798 1% 17,914 0% 18,884
Utilities 47885 1% 50,311 1% (2,426)
Vehicles 173425 3% 137,334 2% 36,091
Depreciation 274,763 5% 262,880 5% 11,883
Impact fee refunds - 0% 317,000 6% (317,000)
Interest 30,242 0% 40,366 1% {10,124)
Total expenses 6,092,997 5,651,502 441,495
Change in net position (55,856) 325,006 $ (355.457)
Net position beginning of year 4,747,352 4,422,346
Net position end of year $ 4,691,496 $ 4,747,352
Revenues

The District operations are funded by a combination of tax collections and program revenues. Program
revenues decreased due to less ambulance revenue collected but this was offset by the District collecting
more specific ownership revenue and an increase in assessed property values, which resulted in increased
property tax revenue.

Expenses

Expenses increased primarily due to wage increases, training and education, and election expenses. Salaries
and benefits represent approximately 74% of total expenditures. For the year ending December 31, 2017, the
District’s expenses exceeded revenues by approximately $56,000, decreasing the net position to $4,691,496.

Vv
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Budget Comparison

An analysis of the 2017 original to the amended budgeted amounts follows:

Budgeted Amounts Increase
Original Final (Decrease)
Revenue
Property taxes $ 4,491,238 § 4,491,238 % -
Specific ownership taxes 470,000 470,000 .
Impact fees 225,000 175,000 (50,000)
Ambulance revenue 800,000 800,000 -
Fire inspection revenue 15,250 15,250 -
Wildland deployment 100,000 16,000 (84,000)
Other revenue 17.000 17,000 -
Total revenue 6,118,488 5,984,488 {134,000)
Expenditures
Wages 3,567,793 3,501,692 (66,101)
Benefits 957,323 942,850 (14,473)
Administration 495,356 495356 -
Buildings 106,800 106,800 -
Communications 138,450 138,450 -
Fire prevention 5,500 5,500 -
Firefighting equipment 62,500 62,500 -
Medical equipment 72,950 72,950 -
Training and education 51,900 44,900 (7,000)
Uniforms 21,000 21,000 -
Utilities 51,700 51,700 -
Vehicles 132,200 132,200 -
Impact fee outlay - 225,000 225,000
Capital outlay 85,000 35,000 (50,000)
Debt services 272,944 272,944 -
Total expenditures 6,021,416 6,108,842 87,426
Change in fund balance by 97,072 § (124.354) § (221,426)

The District amended the budget primarily by decreasing monies received for impact fees and wildland
deployment and for monies spent for capital outlay and wages and increasing impact fee outlays,

vi
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Budget Comparison - Continued

A comparison of the final budget and actual income, budgetary basis, statement follows:
Variance with

Actual final budget
Final budgetary favorable
budget basis {unfavorable )
Revenue
Property taxes $ 4,491,238 $ 4498482 $ 7,244
Specific ownership taxes 470,000 604,734 134,734
Impact fees 175,000 125,943 (49,057)
Ambulance revenue 800,000 773,934 (26,066)
Fire inspection revenue 15,250 2,857 (12,393)
Wildland deployment 16,000 15,602 (398)
Grants - 24,531 24,531
Other revenue 17,000 26,298 9,298
Total revenue 5,984 488 6,072,381 87,893
Expenditures
Wages 3,501,692 3,530,190 (28,498)
Benefits 942850 767,282 175,568
Administration 495,356 521,064 (25,708)
Buildings 106,800 118,916 (12,116)
Communications 138,450 151,035 (12,585)
Fire prevention 5,500 5,216 284
Firefighting equipment 62,500 71,176 (8,676)
Medical equipment 72,950 71,711 1,239
Training and education 44,900 86,607 (41,707
Uniforms 21,000 36,798 (15,798)
Utilities 51,700 47,885 3,815
Vehicles 132,200 173,425 (41,225)
Impact fee outlay 225,000 155,561 69,439
Capital outlay 35,000 40,203 (5,203)
Debt services 272,944 272,943 1
Total expenditures 6,108,842 6,050,012 58,830
Revenue over expenditures (non-GAAP basis) § (124,354) §% 22,369 % 146,723

District revenues exceeded budgeted by approximately $88,000 due to an increase in specific ownership
taxes and impact fees.

Vil
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Economic Conditions Affecting the District

A few issues will affect the District’s financial position over the next few years.

1.

The District is currently experiencing record growth in single-family housing quantities and market
pricing which will enhance revenues. There are some predictions that the housing market boom will
begin to subside in late 2019, If the trend is just quantity, only growth of District revenues would
slow down. However, if market value is also affected negatively, this would affect District revenues
negatively.

The Gallagher Amendment reduced property tax assessment values by 9% (7.96% to 7.2%). There
has been speculation that this reduction may happen again for the 2020 budget year and is currently
projected to be approximately 6.11%. If growth does not offset any future Gallagher-induced
reductions, this next amendment implementation would reduce tax revenues. A public vote offsetting
this residential rate assessment reduction by raising local mill levy rates could be a possibility.

While growth continues within the District, the county has yet to approve an impact fee on building
in the unincorporated areas. It is unknown what the future of this collection possibility will be. Also,
it is expected that the District may continue to provide impact fee refunds as a result of our
arrangement with local builders, albeit in much smaller amounts over the next few years than in the
initial year.

Contacting the District’s Financial Management

This financial report provides a general overview of the District’s finances, comply with finance-related laws
and regulations, and demonstrate the District’s commitment to public accountability. Any questions about
this report or if additional information is required, contact the Fire Chief Christopher Truty at
ctruty@tlmfire.org.

viil
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
STATEMENT OF NET POSITION

DECEMBER 31, 2017
Assets
Current assets
Cash and cash equivalents 8 1,832,089
Cash held by treasurer 44,863
Total cash and cash equivalents 1,876,952
Receivables
Accounts receivable, net of allowance 7,507
Ambulance receivable, net of allowance 171,398
Property tax receivable 7,558,942
Total receivables, net 7,737,847
Prepaid expenses and deposits 94,714
Total current assets 9,709,513
Noncurrent assets
Cash - restricted 656,053
Capital assets, net of accumulated depreciation 2,558,497
Total noncurrent assets 3,214,550
Total assets 12,924,063
Deferred outflows of resources
Pension 1,019,138
Liabilities
Current liabilities
Accounts payable 92,319
Accrued interest 11,784
Accrued salaries 94,177
Compensated absences 110,568
Current capital lease payable 248,274
Total current liabilities 557,122
Noncurrent liabilities
Accrued liabilities (impact fees) 167,655
Compensated absences 143,413
Capital lease payable 636,134
Net pension hability 179,319
Total noncurrent liabilities 1,126,521
Total liabilities 1,683,643
Deferred inflows of resources
Property tax 7,558,942
Pension 9,120
Total deferred inflows of resources 7,568,062
Net position
Net investment in capital assets 1,674,089
Restricted 856,053
Unrestricted 2,161,354
Total net position 3 4,691,496

See notes to financial statements
-3-



TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2017

Program expenses
Wages
Benefits
Administration
Buildings
Communications
Fire prevention
Firefighting equipment
Medical equipment
Training and education
Uniforms
Utilities
Vehicles
Depreciation
Interest

Total program expenses

Program revenue

Ambulance fees, net of contract adjustments

Fire inspection fees
Capital grants and contributions
Total program revenue

Net program expenses

General revenues
Property taxes
Specific ownership taxes
Impact fees
Investment earnings
Miscellaneous
Loss on disposal of capital assets
Total general revenues

Change in net position
Net position, beginning of year

Net position, end of year

See notes to financial statements

-4-

Governmental
activities

$ 3,657,395
859,581
508,247
118,916
151,035

5,216
71,176
71,711
86,607
36,798
47,885

173,425
274,763
30,242

6,092,997

771,426
2,857
24,531

798,814

(5,294,183)

4,498,482
604,734
125,943

9,620
17,333
(17,785)

5,238,327

(55,856)
4,747,352

$ 4,691,496




TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
BALANCE SHEET - GOVERNMENTAL FUND - GENERAL FUND

DECEMBER 31, 2017
Assets
Cash and cash equivalents $ 1,832,089
Cash held by treasurer 44,863
Cash - restricted 656,053
Total cash and cash equivalents 2,533,005
Receivables
Accounts receivable 7,507
Ambulance receivable, net of allowance 171,398
Property tax receivable 7,558,942
Total receivables, net 7,737,847
Prepaid expenses and deposits 94,714
Total assets $ 10,365,566
Liabilities and fund balance
Liabilities
Accounts payable $ 92,319
Accrued salaries 94,177
Total liabilities 186,496
Deferred inflows of resources
Unearned revenue 7,558,942
Total deferred inflows of resources 7,558,942
Fund balance
Nonspendable 94,714
Restricted 856,053
Unassigned 1,669,361
Total fund balance 2,620,128
Total liabilities and fund balance $ 10,365,566

See notes to financial statements
-5-



TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUND -
GENERAL FUND TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2017

Reconciliation to statement of net position
Total fund balance - governmental fund $ 2,620,128

The net pension asset and related deferred items are not available for current
period expenditures and are therefore not reported in the fund.

Net pension liability (179,319)
Deferred outflows of resources - pension 1,019,138
Deferred inflows of resources - pension (9,120)

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the fund.

Cost 5,644,568
Accumulated depreciation (3,086,071)

Liabilities not due and payable in the current period are not reported in the
governmental fund, but are reported in the statement of net position.

Accrued liabilities (167,655)
Accrued interest (11,784)
Capital leases payable (884,408)
Compensated absences (253,981)
Total net position of governmental activities $ 4,691,496

See notes to financial statements
-6 -



TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
YEAR ENDED DECEMBER 31, 2017

Governmental
activities
Revenues
Charges for services
Ambulance fees, net of contract adjustments $ 771,426
Fire inspection fees 2,857
Total charges for services 774,283
Property taxes 4,498,482
Specific ownership taxes 604,734
Impact fees 125,943
Investment earnings 9,620
Capital grants and contributions 24,531
Miscellaneous 17,333
Total revenues 6,054,926
Expenditures
Current
Wages 3,562,989
Benefits 798,111
Adminisiration 508,247
Buildings 118,916
Communications 151,035
Fire prevention 5216
Firefighting equipment 71,176
Medical equipment 71,711
Training and education 86,607
Uniforms 36,798
Utilities 47,885
Vehicles 173,425
Capital outlay 40,203
Debt service
Principal 241,738
Interest 31,205
Total debt service 272,943
Total expenditures 5,045,262
Special items
Impact fee refunds {149,345)
Total special items (149,345)
Change in fund balance {39,681)
Fund balance, beginning of year 2,659,809
Fund balance, end of year $ 2,620,128

See notes to financial statements
-7 -




TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2017

Net change in fund balance - governmental fund 3 (39,681)

Amounts reported for governmental activities in the statement of activities are different
because:

Changes in the net pension asset and related deferrals do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental
funds. {61,470)

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense in the current period.

Depreciation expense (274,763)
Loss on disposal of capital assets {17,785)
Capital outlay 40,203

Contingent impact fee refunds reported in the statement of activities do not require the
use of current financial resources, and therefore are not reported in the governmental
fund.

Beginning of year 317,000
End of year {167,655)

Compensated absences reported in the statement of activities do not require the use of
current financial resources, and therefore are not reported in the governmental fund.

Beginning of year 159,575
End of vear (253,981)

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any effect
on net position in the government-wide statements. This amount is the net effect of
these differences.

Payment of principal on capital leases 241,738

Interest expense on capital lease obligations in the statemnent of activities differs from the
amount reported in the governmental funds because interest expense is recognized as an
expenditure in the funds when it is due. In the statement of activities, interest expense is
recognized as it accrues regardless of when it is due. The additional interest expense
reported in the statement of activities is the result of decreased accrued interest on capital
leases. 963

Change in net position of governmental activities $ (55,856)

See notes to financial statements
-8-
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - The Tri-Lakes Monument Fire Protection District provides fire protection and
prevention, hazardous material response, and emergency medical and rescue services within the
respective territorial limits of the two former fire districts described below.

The Tri-Lakes Monument Fire Authority (Authority) was formed and effective as of January 1, 2005, as
a separate legal entity under Section 29-1-203, Colorado Revised Statutes (CRS). The Authority was
established through an “Intergovernmental Fire District Establishment Agreement” between the
Woodmoor/Monument Fire District and the Tri-Lakes Fire Protection District. Each of these districts
formerly provided fire and rescue services to its respective area.

On October 2, 2007, the voters of the Woodmoor/Monument Fire Protection District approved a plan to
dissolve the Woodmoor/Monument Fire Protection District, effectively dissolving the Tri-Lakes
Monument Fire Authority as well. On January 1, 2008, Tri-Lakes Fire Protection District was the only
remaining legal entity and formally changed its name to the Tri-Lakes Monument Fire Protection District
{District).

A seven-member Board of Directors governs the District. The District may:

+ levy property taxes.

* enter into contracts.

» set and collect fees and charges.

» provide all services that a title 32 fire protection district may provide.
» hold title to property.

+ sue and be sued.

* incur debt as permitted by state statute.

The District follows Governmental Accounting Standards Board (GASB) pronouncements that provide
guidance for determining which governmental activities, organizations and functions should be included
within the financial reporting entity. GASB pronouncements set forth the financial accountability of a
governmental organization's elected governing body as the basic criterion for including a possible
component governmental organization in a primary government's legal entity. Financial accountability
includes, but is not limited to, appointment of a voting majority of the organization's govering body,
ability to impose its will on the organization, a potential for the organization to provide specific financial
benefits or burdens and fiscal dependency. The District has no component units, and has not included
any component units within its reporting entity. The District is not a component of any other primary
governmental entity.

The financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States (GAAP) as applied to governments. GASB is the accepted
standard-setting body for governmental accounting and financial reporting.



TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Government-Wide and Fund Financial Statements

The District's basic financial statements consist of government-wide financial statements and fund
financial statements.

Government-wide Financial Statements - The statement of net position and the statement of
activities display information about the District as a whole. These statements include the financial
information of the primary government. The statement of net position presents the financial
condition of the governmental activities at year-end. The statement of activities presents a
comparison between direct expenses and the program revenues for each program or function of the
District's governmental activities. Program expenses are those that are specifically associated with a
service, program, or department, and therefore, are clearly identifiable to a particular function.
Program revenues include charges to customers or applicants who purchase, use or directly benefit
from goods, services or privileges provided by a given function or segment. Other items not properly
included among program revenues are reported instead as general revenues. The comparison of
direct expenses with program revenues identifies the extent to which each governmental function is
self-financing or draws from the general revenues of the District.

Fund Financial Statements - During the year, the District segregates transactions related to certain
district functions or activities in the governmental fund in order to aid financial management and to
demonstrate legal compliance. Fund financial statements are designed to present financial
information of the District at a more detailed level.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government Wide Financial Statements - The government-wide financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned, and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

General Fund Financial Statements - Governmental fund financial statements are reported using
the current financial resources measurement focus and the modified accrual basis of accounting.
With this measurement focus, generally only current assets and current liabilities are included on the
balance sheet. The statement of revenues, expenditures, and changes in fund balance reports on the
sources (revenues and other financing sources) and uses (expenditures and other financing uses) of
current financial resources. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period
or soon enough thereafter to pay liabilities of the current period. For this purpose, the District
considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures are generally recorded when a liability is incurred, as under accrual accounting.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
General Fund Financial Statements - Continued

This reporting approach differs from the manner in which the governmental activities of the
government-wide financial statements are prepared. Therefore, governmental fund financial
statements include reconciliations with brief explanations to better identify the relationship between
the government-wide statements and the governmental fund statements.

Fund Accounting - The accounts of the District are organized on the basis of funds, each of which
is considered a separate accounting entity. A fund is defined as a fiscal and accounting entity with a
self-balancing set of accounts recording cash and/or other assets together with all related liabilities,
obligations, reserves, and equities, which are segregated for the purpose of carrying on specific
activities or attaining certain objectives in accordance with special regulations, restrictions, or
limitations. The District is a single fund entity and all fund activity is conducted through the General
Fund.

Governmental Funds - Governmental funds are those through which most governmental functions
are typically financed. Governmental fund reporting focuses on the sources, uses, and balances of
current financial resources. Expendable assets are assigned to the various governmental funds
according to the purpose for which they may or must be used. Current liabilities are assigned to the
fund from which they will be paid. The difference between governmental fund assets and liabilities is
reported as fund balance.

The District Reports the Following Major Governmental Fund:

General Fund -The General Fund is the operating fund used to account for all financial resources of
the District. The General Fund balance is available to the District for any purpose, provided it is
expended or transferred according to the general laws of Colorado and the bylaws of the District.

Revenues - Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value is recorded on the accrual basis when the exchange takes place. On a modified
accrual basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available.

Non-exchange transactions, in which the District receives value without directly giving value in return,
include property taxes, grants, and donations. Revenue from property taxes is recognized in the fiscal
year for which the taxes are levied. Revenue from grants and donations is recognized in the fiscal year in
which all eligibility requirements have been satisfied.

Eligibility requirements include: 1) timing requirements, which specify the year when the resource is
required to be used, or the fiscal year when use is first permitted, 2) matching requirements, in which the
District must provide local resources to be used for a specific purpose, and, 3) expenditure requirements,
in which the resources are provided to the District on a reimbursement basis. On a modified accrual
basis, revenue from non-exchange transactions must be available before it can be recognized.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Property Tax Revenue - Property taxes are levied by the District's Board of Directors. The levy is based
on assessed valuations determined by the El Paso County Assessor's Office, generally as of January 1 of
the following year. The El Paso County Treasurer's Office collects the determined taxes during the
ensuing calendar year. The taxes are payable in full by April 30, or in two equal installments, at the
taxpayers' election, in February and June. Sales of tax liens on delinquent property are held in November
or December. The El Paso County Treasurer's Office remits the taxes collected monthly to the District.
Property taxes receivable not collected within 60 days of year-end have been recorded as deferred
revenue. Since property taxes are levied in December for the next calendar year's operations, the total
levy is reported as taxes receivable and deferred revenue.

Expenses/Expenditures - On an accrual basis of accounting, expenses are recognized at the time they
are incurred. The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in the accounting
period in which the related fund liability is incurred, if measurable. Allocations of cost, such as
depreciation and amortization, are not recognized in governmental funds.

Fund Equity - The General Fund reports fund balance classifications based primarily on the extent to
which the District is bound to honor constraints on the specific purposes for the funds. Fund balances for
the District’s General Fund consists of the following classifications.

Non-spendable - includes amounts that (a) are not in spendable form or (b) legally or contractually
required. The *“not in spendable form™ criterion includes items that are not expected to be converted
to cash such as inventories, prepaid items, and long-term notes receivable.

Restricted - includes amounts that are restricted for specific purposes stipulated by external resource
providers constitutionally or through enabling legislation.

Committed - includes amounts segregated for the specific purposes determined by the passage of a
resolution of the District’s board directors. Modification or changes to these commitments require
approval through the District’s board by resolution.

Assigned - includes amounts segregated by District’s board of director’s through their
communications with management as to the intended use of segregated funds. Assigned funds are
not legally restricted, nor committed by official board resolution, but are assigned based on
management’s understanding of the intended use of the funds,

Unassigned - this is the residual classification for any other funds not considered segregated by law,
contractual obligation, board resolution or intent.

In circumstances where an expenditure is incurred for a purpose for which amounts are available in
multiple fund balance classifications, fund balance is reduced in the order of restricted, committed,
assigned, and unassigned.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Net asset classification in the Government Wide financial statements are as follows:

Net investment in capital assets — this classification consists of capital assets net of accumulated
depreciation, reduced by any outstanding debt attributed to the acquisition, construction, or
improvement of the capital assets.

Restricted net position - this classification consists of restrictions created by external creditors,
grantors, contributors, laws or regulations of the other governments, enabling legislation and
constitutional provisions.

Unrestricted net position - This classification represents the residual funds balances not classified in
of the two categories above.

Budget Accounting - Budgets are prepared in accordance with the requirements of Colorado Revised
Statutes (CRS) - (29-1-103) and accordingly include "anticipated income and other means of financing
proposed expenditures”, and expenditures include, in addition to those shown in the operating
statements, debt redemptions and capital expenditures.

The District adheres to the following procedures in establishing the budgetary data reflected in the
financial statements. The District is required to adopt an annual operating budget. The budget is adopted
on the cash basis of accounting, which is a non-GAAP basis.

A. State law for all funds requires budgets. During September, the proposed budget is submitted to the
Board of Directors by the budget officer for the fiscal year commencing the following January 1. The
budget includes proposed expenditures and means of financing them.

B. Public hearings are conducted by the Directors to obtain taxpayer comments.
C. Prior to December 31, the budget is adopted and appropriations made by formal resolution.

D. Expenditures may not legally exceed appropriations at the fund level. Board approval is required for
changes in the total budget of any fund or changes in project or department budgets. Budget amounts
included in the financial statements are based on the final, legally amended budget.

E. Budget appropriations lapse at the end of each year.

Cash, Cash Equivalents and Investments - Cash and cash equivalents include amounts in demand
deposits, as well as short-term investments with a maturity date within three months of the date acquired
by the District. Investments are stated at fair value based on quoted market prices.

Receivables - Customer receivables represent primarily ambulance charges earned and billed, but not
collected. The receivables are reported net of an allowance for doubtful accounts, where applicable.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Capital Assets - Capital assets are reported in the government-wide statements only. All capital assets
are capitalized at cost (or estimated historical cost). Donated capital assets are recorded at their fair
market values as of the dates received.

The District maintains a capitalization threshold of $5,000. Improvements to capital assets are
capitalized, and the costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset's life are expensed. All reported capital assets are depreciated, except for land
and construction in progress. Improvements are depreciated over the remaining useful lives of the related
capital assets. Depreciation is computed using the straight-line method over the useful lives 3-39 years.

Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about the fiduciary
net position of the Fire & Police Statewide Defined Benefit Plan and additions to/deductions from Fire
& Police Statewide Defined Benefit Plan’s fiduciary net position have been determined on the same
basis as they are reported by the Fire & Police Pension Association of Colorado. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Compensated Absences - Vacation benefits are accrued as a liability on the government-wide
statements as the benefits are earned, if the employees' rights to receive compensation are attributable to
services already rendered, and it is probable the employer will compensate the employees for the benefits
through paid time off or some other means.

Sick leave benefits are accrued as a liability as the benefits are earned by the employees. Up to 25%
unused sick leave accruals will be paid, considering length of employment and the reason for separation,
and will be paid at a rate of the employee's base pay scale plus longevity.

For the government-wide financial statements, compensatory time benefits are accrued as a liability as
the benefits are earned by the employee, subject to certain limitations. For the governmental fund
financial statements, compensatory time is only recorded as a liability when due. All compensated
absence liabilities include salary-related payments, where applicable.

Accrued Liabilities and Long-Term Obligations - All payables, accrued liabilities, and long-term
obligations are reported in the government-wide statements on the statement of net position.

In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in full from current financial resources are reported as obligations of the fund. Long-term
liabilities are recognized on the governmental fund financial statements only when due.

Capital Contributions - Contributions of capital in governmental fund financial statements arise from
outside contributions of capital assets, from grants or outside contributions of resources restricted to
capital acquisition and construction.

- 14 -



TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimates - The preparation of the financial statements, in conformity with GAAP, requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results may differ from those estimates.

NOTE 1 - CASH DEPOSITS AND INVESTMENTS

The District has not adopted formal cash and investment policies beyond what Colorado State Statutes
require.

Deposits - Colorado State statutes govern the District's cash deposits. The Public Deposit Protection Act
(PDPA) for banks and savings and loans requires state regulators to certify eligible depositories for
public deposits. PDPA requires eligible depositories with public deposits in excess of the federal
insurance levels to create a single institution collateral pool of defined eligible assets. Eligible collateral
includes obligations of the United States, obligations of the State of Colorado or local Colorado
governments and obligations secured by first lien mortgages on real property located in the state. The
pool is to be maintained by another institution or held in trust for all the uninsured public deposits as a
group. The market value of the assets in the pool must be at least equal to 102% of the uninsured
deposits.

Custodial Credit Risk - Custodial credit risk for deposits and investments is the risk that, in the event
of failure of the custodian, the District may not be able to recover the value of deposits that are in the
possession of a third party.

At December 31, 2017, the carrying amount of the District's cash balance was $2,488,142 and the bank
balances were $2,609,418. Of the bank balances, $487,969 was covered by federal depository insurance
and $2,121,449 falls under the provisions of the PDPA, which is collateralized in single institution
pools.

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its obligations. CRS
specifies investment instruments meeting defined rating and risk criteria in which the District may
mvest:

* United States Treasury obligations

* United States government agency and instrumentality obligations
» Certificates of deposits

» Commercial paper

* Investment-grade obligations of the state

*» Repurchase agreements

* Money market mutual funds

* Local government investment pools

Restricted Cash - As of December 31, 2017, $656,053 of cash collected from land development charges
(impact fees) was restricted for capital expenditures in a separate, interest-bearing account (see NOTE
10).
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - ACCOUNTS RECEIVABLE

Accounts receivable primarily consists of billings for ambulance services and tax revenues. Receivables
are recorded on the District's financial statements to the extent that the amounts are determined to be
material and substantiated, not only by supporting documentation but also by a reasonable, systematic
method of determining their existence, completeness, valuation and collectability. The allowance for
uncollectible accounts on ambulance billings at December 31, 2017, was $349,546, for a net ambulance
receivable balance of $171,398. The allowance for uncollectible accounts on other receivables at
December 31, 2017, was $5,130, for a net accounts receivable balance of $7,507.

NOTE 3 - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2017, was as follows:

Beginning Ending
balance Additions Deletions balance
Governmental activities
Non-depreciable capital assets
Land $ 35462 § - $ - $ 35,462
Depreciable capital assets
Buildings and improvements 2,691,272 40,203 (6,588) 2,724,887
Vehicles 2,002,236 - - 2,002,236
Ambulances 698,219 - (188,059) 510,160
Firefighting equipment 153,557 - - 153,557
Medical equipment 143,397 - {12,116) 131,281
Communications equipment 50,211 - - 50,211
Office equipment 36,774 - - 36,774
Total depreciable capital assets 5,775,666 40,203 (206,763) 5,609,106
Accumulated depreciation
Buildings and improvements 1,234,420 79,847 (6,588) 1,307,679
Vehicles 1,193,268 125,514 - 1,318,782
Ambulances 307,792 39,926 (170,274) 177,444
Firefighting equipment 93,495 13,267 - 106,762
Medical equipment 87,404 14,450 (12,116) 89,738
Communications equipment 47,133 1,759 - 48,892
Office equipment 36,774 - - 36,774
Total accumulated depreciation 3,000,286 274,763 {188,978) 3,086,071
Total depreciable capital assets, net 2,775,380 (234,560) (17,785) 2,523,035
Governmental activities
Capital assets, net $ 2,810,842 § (234,560) $ (17,785) § 2,558,497

Depreciation expense for the year ended December 31, 2017, was $274,763.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCTAL STATEMENTS

NOTE 4 - LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities for the year ended December 31, 2017:

Governmental activities Beginning Additions Reductions Ending Current Non-current
Refinancing ladder truck lease $ 266,640 § - $ (64,014) $ 202,635 $§ 65734 % 136,901
Truck lease 60,809 - (19,733) 41,076 20,269 20,807
Truck lease 44,150 - (10,520) 33,630 10,907 22,723
Refinancing pumper truck lease 89,456 - (21,410) 68,046 22,049 45,997
Refinancing station lease 665,082 - {126,061) 539,021 129,315 409,706

Subtotal capital icases 1,126,146 - (241,738) 884,408 248,274 636,134
Compensated absences 159,575 252,944 (158,538) 253,981 110,568 143,413
Accrued impact fee reimb. 317,000 - (149,345) 167,655 - 167,655

Total $ 1602721 $ 252944 §  (549,621) $ 1,306,044 $ 358842 % 947,202

Lease-Purchase Option Agreements - The District has issued multiple municipal securities for the
purchase and construction of capital assets, structured through lease-purchase financing agreements. The
lease-purchase agreements require the annual appropriation of funds sufficient to cover the debt service
payments. The lease-purchase agreements are exempt from the provisions of SEC Rule 15¢2-12 by
reason of the total securities issued being less than $1 million in aggregate, with the exception of the
lease-purchase agreement of 2007, discussed below. The lease purchase agreements obtained a right of
first lien on all assets, including any improvements. The District has agreed to maintain appropriate
liability coverage for the assets purchased and to maintain the assets in good repair.

Subsequent to the issuance of the lease-purchase agreements, the District entered an escrow agreement
with the “lessor” or “escrow agent.” The escrow agent, per the agreement, advanced the total amount of
principle funds to be held in escrow, net of capitalizing fees, which were expensed, with interest
accruing to the District, for future service payments. The escrow agreement constitutes an advanced
refunding of the original lease-purchase agreement, but there was no deferred gain or loss recognized, as
the terms of the agreement did not change materially from the original lease purchase agreement, with
the exception of the 2007 lease-purchase agreement.

On April 18, 2007, the District entered into a “Master Lease™ agreement for the purchase of real estate
land, building construction, and the advanced refunding of the lease-purchase agreements dated October
31, 2002 and April 29, 2003, through the issuance of tax-exempt municipal securities. Total proceeds
were $1,558,630, all amounts of which were used to settle old debt and the purchase of new assets. Per
the agreement, no debt service fund was required as part of the agreement, and all debt service was to be
accounted for under the General Fund. The debt was issued at an interest rate of 4.4%. The District
recorded no deferred gain or loss as a result of the advanced refunding of the debt per GASB guidance.
However, as of December 31, 2017, the unamortized portion of the gain or loss that would have been
recognized is not material to the financials.

The District’s 2007 issuance was exempt from SEC Rule 15¢2-12, by reason of the securities offerings
being sold in denominations of less than $100,000, and sold to no more than 35 individuals who are
qualified as sophisticated investors. The District is in compliance with all reporting requirements and
covenanted terms of the various agreements as of December 31, 2017.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - LONG-TERM LIABILITIES - CONTINUED

The following is a summary of the capital lease terms:

Interest Maturity Principal
Lease Start date Rate Date balance

Refinancing ladder truck lease  11/20/2015 2.75% 11/20/2020 § 202,635
Truck lease 11/20/2015 2.75% 11/20/2019 41,076
Truck lease 12/11/2015 2.75% 1/11/2020 33,630
Refinancing pumper truck lease  5/2/2016 2.75% 5/2/2020 68,046
Refinancing station lease 5/27/12016 2.75% 5/27/2021 539,021

Total $ 884,408

Capital lease assets acquired and their book value as of December 31, 2017, are as follows:

Historical Accumulated Book
Ccosts depreciation value
Asset
Vehicles $ 1,193,021 § (639,803) $ 553,218
Building 1,155,957 {690,295) 465,662

$ 2348978 § (1,330,098) $ 1,018,880

The following is a summary of the estimated future minimum lease payments for the District’s five
capital leases:

December 31, Principal Interest Total
2018 $ 248274 % 24,669 § 272,943
2019 255,196 17,747 272,943
2020 240,868 10,660 251,528
2021 140,070 3,916 143,986
Total $ 884,408 § 56,992 § 941,400

NOTE 5 - OPERATING LEASES

In January 20135, the District began a 36-month lease of office space, with minimum rent for the first
vear of $1,060 per month. Monthly payments increase by $88 each subsequent vear. The District is also
obligated to pay the property owner a proportionate share of operating expenses. In 2017, the additional
rent payments for operating expenses were $16,373.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - OPERATING LEASES - Continued

In November 2017, the District began a 5-year lease of office space, with minimum rent for the first year
of $2,960 per month. Monthly payments increase by $89 each subsequent year. Beginning in January
2018, the District is also obligated to pay the property owner a proportionate share of operating expenses
of $834 per month. Total office space lease expense under the two leases for the year ended December
31, 2017, was $33,979.

Future minimum lease payments are:

Office

December 31, Space
2018 $ 35,693
2019 36,764
2020 37,835
2021 38,906
2022 33,165
Total $ 182,363

NOTE 6 - FIRE & POLICE STATEWIDE DEFINED BENEFIT PLAN

Plan Description - The Fire & Police Statewide Defined Benefit Plan (Plan) is a cost-sharing multiple-
employer defined benefit pension plan covering substantiatly all full-time employees of participating fire
or police departments in Colorado hired on or after April 8, 1978 (new hires), provided that they are not
already covered by a statutorily exempt plan. As of August 1, 2003, the Plan may include clerical and
other personnel from fire districts whose services are auxiliary to fire protection. The Plan became
effective January 1, 1980 and as of December 31, 2016, had 216 participating employer fire and police
departments.

Employers once had the option to elect to withdraw from the Plan, but a change in State statutes
permitted no further withdrawals after January 1, 1988,

Colorado Revised Statutes Title 31, Article 31 grants the authority to establish and amend the benefit
terms to the Fire & Police Pension Association of Colorado Board of Directors. The Fire & Police
Pension Association (FPPA) of Colorado issues a publicly available financial report that may be
obtained at www.fppaco.org.

Benefits Provided - The annual normal retirement benefit is 2 percent of the average of the member’s
highest three years’ base salary for each year of credited service up to ten years, plus 2.5 percent for each
year of service thereafter. Benefits paid to retired members are evaluated and may be re-determined
every October 1. The amount of any increase is based on the Board’s discretion and can range from 0 to
the higher of 3 percent or the Consumer Price Index.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - FIRE & POLICE STATEWIDE DEFINED BENEFIT PLAN - Continued

In addition, upon retirement a member may receive additional benefits credited to the member’s Separate
Retirement Account {SRA) each year after January 1, 1988. These are attributable to contributions in
excess of the actuarially determined pension cost and the allocation of the net Fire & Police Members®
Benefit Investment Fund earnings and losses thereon. Members do not vest in amounts credited to their
SRA until retirement, and the Plan may use such stabilization reserve amounts to reduce pension cost in
the event such cost exceeds contributions. It was previously mentioned that reentry members have a
higher contribution rate. As a result, their SRA has two components; the standard SRA, and the reentry
SRA. The component of a member’s SRA attributable to the higher contribution rate is considered the
reentry SRA. The reentry SRA cannot be used to subsidize the costs for the non-reentry members.
Effective July 1, 2016, the standard SRA contribution rate for members of the Fire & Police Statewide
Defined Benefit Plan was set at 0 percent. The reentry SRA contribution rate was set at 3.70 percent.

A member is eligible for an early retirement at age 50 or after 30 years of service. The carly retirement
benefit equals the normal retirement benefit reduced on an actuarially equivalent basis. Upon
termination, an employee may elect to have member contributions, along with 5 percent as interest,
returned as a lump sum distribution. Alternatively, a member with at least five years of accredited
service may leave contributions with the Plan and remain eligible for a retirement pension at age 55
equal to 2 percent of the member’s average highest three years’ base salary for each year of credited
service up to ten years, plus 2.5 percent for each year of service thereafter.

A member may elect to participate in the Deferred Retirement Option Plan (DROP) after reaching
eligibility for normal retirement, early retirement, or vested retirement and age 55. A member can
continue to work while participating in the DROP, but must terminate employment within 5 years of
entry into DROP. The member’s percentage of retirement benefit is determined at the time of entry into
DROP. The monthly payments that begin at entry into DROP are accumulated in a DROP account until
the member terminates service, at which time the DROP accumulated benefits can be paid as periodic
installments, a lump sum, or if desired, a member may elect to convert the DROP to a lifetime monthly
benefit with survivor benefits. While participating in DROP, the member continues to make pension
contributions that are credited to DROP. Effective January 1, 2003, the member shall self-direct the
investments of their DROP funds. The DROP balance invested with the asset custodian at December 31,
2016 was $61,543,732. This amount was not included in the SWDB Plan Net Position.

Contributions - The Plan sets contribution rates at a level that enables all benefits to be fully funded at
the retirement date of all members. Contribution rates for this plan are set by State statute. Employer
contribution rates can only be amended by State statute. Member contribution rates can be amended by
State statute or by election of the membership.

Members of this plan and their employers are contributing at the rate of 9.5 percent and 8 percent,
respectively, of base salary for a total contribution rate of 17.5 percent through 2017. In 2014, the
members elected to increase the member contribution rate to the Plan beginning in 2015. Member
contribution rates will increase 0.5 percent annually through 2022 to a total of 12 percent of base salary.
Employer contributions will remain at 8 percent resulting in a combined contribution rate of 20 percent
in 2022.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - FIRE & POLICE STATEWIDE DEFINED BENEFIT PLAN - Continued

Contributions from members and employers of plans re-entering the system are established by resolution
and approved by the FPPA Board of Directors. The reentry group has a combined contribution rate of
20.5 percent of base salary through 2015. It is a local decision on who pays the additional 4 percent
contribution. Per the 2014 member election, the reentry group will also have their required member
contribution rate increase 0.5 percent annually beginning in 2015 through 2022 for a total combined
member and employer contribution rate of 24 percent.

Contributions to the Plan from the District were $223,515 for the year ended December 31, 2017.

Net Pension Liability - At December 31, 2017, the District reported a liability of $179,319 for its
proportionate share of the net pension liability. The net pension liability was measured as of
December 31, 2016, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of that date. The District’s proportion of the net pension liability
was based on a projection of the District’s long-term share of contributions to the pension plan relative
to the projected contributions of all participating departments, actuarially determined. At December 31,
2016, the District’s proportion was 0.496263%, compared to 0.503195% measured as of December 31,
2015,

Pension expense for the year ended December 31, 2017 was $280,220. At December 31, 2017, the
District reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Deferred
outflows of inflows of
resources resources
Differences between actual and expected experience $§ 160,111 § 9,120
Changes in assumptions 484,020 -
Net difference between actual and projected earnings
on pension plan investments 122,490 -
Changes in proportion and differences between District
contributions and proportionate share of contributions 29,002 -
District contributions subsequent to measurement date 223,515 -
Total $ 1,019,138 § 9,120

The $223,515 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as an adjustment against the net
pension liability in the year ended December 31, 2018.
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NOTES TO FINANCIAL STATEMENTS

NOTE 6 — FIRE & POLICE STATEWIDE DEFINED BENEFIT PLAN - Continued

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Years ended

December 31, Amortization
2018 $ 188,373
2019 188,373
2020 177,333
2021 74,300
2022 36,090

Thereafter 122,034
$ 786,503

Actuarial Assumptions - The total pension liability in the December 31, 2016, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Investment rate of return 7.5%, compounded annually net of operating
expenses, and including inflation

Projected salary increases 4.0% — 14.0%

Cost of living adjustment 0.00%

Inflation 2.50%

Effective January 1, 2016, the post-retirement mortality tables for non-disabled retirees is a blend of the
Annuitant and Employee RP-2014 generational mortality tables with blue collar adjustment projected
with Scale BB. The occupationally disabled post-retirement mortality assumption uses the same table as
used for healthy annuitants, except there is a three year set-forward, meaning a disabled member age 70
will be valued as if they were a 73 year old healthy retiree. The totally disabled post-retirement mortality
assumption uses the RP-2014 generational mortality tables for disabled annuitants, except an additional
provision to apply a minimum 3% mortality probability to males and 2% mortality probability for
females is included to reflect substantial impairment for this population. The pre-retirement off-duty
mortality tables are adjusted to 55% of the RP-2014 mortality tables for active employees. The on-duty
mortality rate is 0.00020.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of retumn (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighing the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - FIRE & POLICE STATEWIDE DEFINED BENEFIT PLAN - Continued

Best estimates of arithmetic real rates of return for each major asset class included in the Fund’s target
asset allocation as of December 31, 2016 are summarized in the table below:

Long-term

Target expected
Asset Class Allocation rate of return
Global Equity 36% 9.25%
Equity Long/Short 10% 7.35%
Iltiguid Alternatives 23% 10.75%
Fixed Income 15% 4.10%
Absolute Return 10% 6.55%
Managed Futures 4% 5.50%
Cash 2% 0.00%

Total 100%

Discount Rate - The discount rate used to measure the total pension liability was 7.50 percent. The
projection of cash flows used to determine the discount rate assumed that contributions from
participating employers will be made based on the actuarially determined rates based on the Fire &
Police Pension Association Board of Director’s funding policy, which establishes the contractually
required rates under Colorado statutes. Based on those assumptions, the Plan fiduciary net position was
projected to be available to make all the projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods
of projected benefit payments to determine the total pension liability.

Sensitivity of the District’s proportionate share of the net pension liability to changes in the
discount rate - The following presents the District’s proportionate share of the net pension liability
calculated using the discount rate of 7.50 percent, as well as what the District’s proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1 percentage point
lower (6.50 percent), or 1-percentage-point higher (8.50 percent) than the current rate:

Current
1% decrease discount rate 1% increase
(6.5%) (7.5%) (8.5%)
Collective net pension liability/(asset) § 307,440,992 § 36,133,840 $§ (189,200,101)
Proportionate share of net pension liability/(asset) $ 1,525,716 § 179,319 % (938,930)

Pension plan fiduciary net position - Detailed information about the pension plan’s fiduciary net
position 1s available in the separately issued Fire & Police Pension Association of Colorado financial

report.
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NOTES TO FINANCIAL STATEMENTS

NOTE 7 - SECTION 457 DEFERRED COMPENSATION PLAN

The District offers its paid responder personnel an additional voluntary deferred compensation plan
created in accordance with Internal Revenue Code Section 457 (457 Plan™). All compensation deferred
under the 457 Plan, together with all property and rights purchased with those amounts, and all income
attributable to those amounts, property or rights are to be held in trust for exclusive benefit of the
participants and their designated beneficiaries. Compensation deferred under the 457 Plan is not
available to participants until termination, retirement, death, or unforeseeable emergency. The 457 Plan
is administered by FPPA.

Employees may elect to defer any percentage of their annual compensation, provided that the total
annual contribution does not exceed limitations established by the Internal Revenue Service. The District
does not contribute to the 457 Plan. For the year ended December 31, 2017, employee contributions
totaled $26,522.

The individual participants determine investment decisions within the 457 Plan and, therefore, the 457
Plan’s investment concentration varies between the participants. The District, as trustee of the 457 Plan,
has the duty of due care that would be required of an ordinary prudent investor, but has no liability for
losses under the 457 Plan. Consequently, the 457 Plan is not part of the District’s financial statements.

NOTE 8 - RISK MANAGEMENT

The District maintains third-party coverage related to torts; theft of, damage to and destruction of assets;
errors and omissions and natural disasters. There were no significant reductions in insurance coverage
from the prior year, and there have been no settlements that exceed the District's insurance coverage
during the past three years.

For the year ended December 31, 2017, employees of the District were covered by a health insurance
plan. District employees may increase coverage and add dependents to their policies at their expense
through payroll deductions. Employees were also covered by dental and vision plans.

NOTE 9 - WORKER'S COMPENSATION COVERAGE

District employees are covered by an insurance plan that provides compensation for each employee of up
to $100,000 for bodily injury by accident, and up to $500,000 for disease. For the year ended December
31, 2017, the District incurred costs of $155,966 to provide this coverage.

NOTE 10 - RESTRICTED NET POSITION AND FUND BALANCE

A summary of restricted net position and fund balance is as follows:

Net Position/

Restriction Fund Balance

TABOR emergency reserve $ 200,000
Impact fee capital improvements 656,053
$ 856,053
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 10 — RESTRICTED NET POSITION AND FUND BALANCE - Continued

In November 1992, the voters of Colorado approved the Taxpayer’s Bill of Rights (TABOR), which
added Section 20 to Article X, of the Colorado Constitution. In general, TABOR restricts the ability of
the State and local governments to increase revenues and spending, to impose taxes, and to issue debt
and certain other types of obligations without voter approval. TABOR generally applies to the State and
all local governments, including the District.

Some provisions of TABOR are unclear and will require further judicial interpretation. No
representation can be made as to the overall impact of TABOR on the future activities of the District,
including its ability to generate sufficient revenues for its general operations, to undertake additional
programs, or to engage in any subsequent financing activities.

TABOR also requires local governments to establish emergency reserve funds. The reserve fund must
consist of at least 3% of fiscal year spending. TABOR allows local governments to impose emergency
taxes (other than property taxes) if certain conditions are met. Local governments are not allowed to use
emergency reserves or taxes to compensate for economic conditions, revenue shortfalls, or local
govemment salary or benefit increases. As of December 31, 2017, $200,000 is restricted for
emergencies,

TABOR is complex and subject to interpretation. Ultimate implementation may depend upon litigation
and legislative guidance. The District believes it has complied with all aspects of the TABOR
amendment.

The District voters approved and authorized the District to collect, retain and spend for fire protection
purposes all revenue from tax levies and all other District revenue as a voter approved revenue change
and an exception to the limits which otherwise apply. This vote effectively removed the District from
some provisions of TABOR.

Colorado Revised Statutes require that money collected from land development charges (impact fees) be
deposited in an interest-bearing account which clearly identifies the category, account, or fund of capital
expenditure for which such charge was imposed. As of December 31, 2017, the District had $656,053 of
unexpended impact fees. The unexpended impact fees are restricted for capital improvements.

NOTE 11 - CONTINGENCY

In 2006, the District’s Board of Directors approved an impact fee for a five year period. In 2015, the
District discovered that impact fees authorized in 2006 were still being collected, more than five years
since the original authorization. In 2016, the District ceased collection of impact fees and offered
developer/builders, which provide sufficient proof to the District that it paid impact fees in the period
October 1, 2011 through December, 31 2015, a settlement agreement. In exchange for a waiver and
release of claims provided by the developer/builders, the District agreed to pay the developer/builder
50% of the impact fees collected since the original authorization expired. Impact fees collected during
this time period were approximately $634,000. In 2016, the District accrued a liability of $317,000,
equal to 50% of these impact fees. Requested reimbursements will be made out of the restricted impact
fee funds (see NOTES 1 and 10).
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 11 — CONTINGENCY - Continued

During 2017, the District processed approximately $149,000 in refunds and received waivers releasing
claim to the 50% not refunded. The remaining accrued liability at December 31, 2017 is $167,655. It is
possible developer/builders who have not signed waivers could pursue reimbursements for the entire
amount of impact fees paid during the time period in question, approximately $336,000.

NOTE 12 - CONDITIONAL GRANT

During 2017, the District was awarded a $365,798 grant from FEMA for the purchase of operations and
safety equipment. The grant is conditional on the District providing matching funds equal to 10% of the
grant award and purchasing the equipment described in the grant application. As of December 31, 2017,
the District had not purchased the equipment covered under the grant award and, as a result, no revenue
from this grant was recorded.

NOTE 13 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through [Date], the date on which the financial statements
were available to be issued.

In May 2018, the District purchased a pumper truck for approximately $678,000, of which $100,000 was
paid through the use of District cash and $578,000 was financed through a 10-year lease/purchase
agreement. The lease/purchase agreement has an interest rate of 4% and requires annual payments of
approximately $71,000.

In June 2018, the District purchase three trucks for a total of approximately $118,000 through the use of
District cash.
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) TO ACTUAL
YEAR ENDED DECEMBER 31, 2017

Variance with
Actual final budget
Budgeted Amounts buadgetary faverable
Original Final basis (unfavorable)
Revenue
Property taxes $ 4491238 § 4491238 $§ 4498482 § 7,244
Specific ownership taxes 470,000 470,000 604,734 134,734
Impact fees 225,000 175,000 125,943 (49,057)
Ambulance revenue 800,000 800,000 773,934 (26,066)
Fire inspection revenue 15,250 15,250 2,857 (12,393)
Wildland deployment 100,000 16,000 15,602 (398)
Grants - - 24,531 24,531
Other revenue 17,000 17,000 26,298 9,298
Fotal revenue 6,118,488 5,984 488 6,072,381 87,893
Expenditures
Wages 3,567,793 3,501,692 3,530,190 (28,498)
Benefits 957,323 942 850 767,282 175,568
Administration 495,356 495,356 521,064 (25,708)
Buildings 106,800 106,800 118,916 (12,116)
Communications 138,450 138,450 151,035 (12,585)
Fire prevention 5,500 5,500 5,216 284
Firefighting equipment 62,500 62,500 71,176 {(8.676)
Medical equipment 72,950 72,950 71,711 1,239
Training and education 51,900 44 900 86,607 (41,707)
Uniforms 21,0060 21,000 36,798 (15,798)
Utilities 51,700 51,700 47,885 3,815
Vehicles 132,200 132,200 173,425 {41,225)
Capital outlay 85,000 35,000 40,203 (5,203)
Debt service 272,944 272,944 272,943 1
Impact fee refunds - 225,000 155,561 69,439
Total expenditures 6,021,416 6,108,842 6,050,012 58,830
Revenue over expenditures (non-GAAP basis) b 97,072 $ (124,354) 22,369 $ 146,723
GAAP adjustments
Accounts receivable (14,947)
Ambulance receivable, net of allowance (2,508)
Prepaid expenses and deposits 29,829
Accounts payable (41,625)
Accrued salaries (32,799)
Revenue over expenditures (GAAP basis) (39,681)
Beginning fund balance 2,659,809
Ending fund balance $ 2,620,128

See independent auditors' report
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT

SCHEDULE OF THE DISTRICT'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY/(ASSET)
FIRE POLICE STATEWIDE DEFINED BENEFIT PLAN

AS OF DECEMBER 31,
2017 2016 2015 2014

District's proportionate of the net pension liability/{asset) 0.50% 0.50% 0.52% 0.53%
District's proportionate share of the net pension lability/(asset) 5 179319 % (8,871) § (584,101) % (473.,391)
District's covered-employee payroll $ 2598000 % 2350000 § 2419000 § 2300000
District's proportionate share of the net pension liability/(asset)

as a percentage of its covered-employee payroll 6.90% -0.38% -24.15% -20.58%
Plan fiduciary net position as a percentage of the total pension liability 98.21% 100.10% 106.80% 105.80%

The amounts presented for each fiscal year were determined as of the District's measurement date (the calendar year-end that occurred one year

prior to the fiscal year-end). Information is only available beginning in fiscal year 2014,

See independent auditors' report
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
SCHEDULE OF EMPLOYER CONTRIBUTIONS
YEARS ENDED DECEMBER 31,

Statutorily required contribution
Contributions in relation to the statutorily required contribution
Contribution deficiency (excess)

Employer's covered-employee payrolt
Contributions as a percentage of covered-employee payroli

Information is only available beginning in fiscal year 2014.

2017 2016 2015 2014
£ 218915 $ 207,783 % 187,893 § 193,533
223,515 203,183 187,893 193,533
$ (4,600) § 4600 % - 3 -

$ 2,736,000 § 2,598,000 § 2,350,000 $§ 2,419,009
8.17% 7.82% 8.00% 8.00%

See independent auditors' report
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TRI-LAKES MONUMENT FIRE PROTECTION DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY INFORMATION

Tri-Lakes Monument Fire Protection District (District) adheres to the following procedures in
establishing the budgetary data reflected in the budgetary comparison schedule.

The District is required to adopt an annual operating budget. The budget is adopted on the cash basis of
accounting, which is a non-GAAP basis. During September, the proposed budget is submitted to the
Board of Directors by the budget officer for the fiscal year commencing the following January 1. The
budget includes proposed expenditures and means of financing them. Public hearings are conducted by
the Directors to obtain taxpayer comments. Prior to December 31, the budget is adopted and
appropriations made by formal resolution.

Expenditures may not legally exceed appropriations at the fund level. Board approval is required for
changes in the total budget of any fund or changes in project or department budgets. Budget amounts
included in the financial statements are based on the final, legally amended budget. Budget
appropriations lapse at the end of each year. Appropriations may increase during the fiscal year provided
unanticipated revenue offsets them.

PENSION INFORMATION

Changes in Plan Provisions - The plan provisions have not changed since the prior valuation. The
member contribution rate will increase in 2018 as a result of the member election.

Benefit Adjustments - Benefits to members and beneficiaries may be increased annually on October 1.
The amount is based on the Fire & Police Pension Association Board of Directors discretion and can
range from 0% to 3%. Benefit adjustment may begin once the retired member has been receiving
retirement benefits for at least 12 calendar months prior to October 1.
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