CHEROKEE METROPOLITAN DISTRICT

BASIC FINANCIAL STATEMENTS
AND SUPPLEMENTAL INFORMATION
With Independent Auditors’ Report

YEAR ENDED DECEMBER 31, 2018

BOARD OF TRUSTEES
President Steve Hasbrouck
Vice President Larry Keleher
Secretary/Treasurer Rene Sintas
Director David Mattes
Director Phil Garrison

Amy Lathen — General Manager



CHEROKEE METROPOLITAN DISTRICT

TABLE OF CONTENTS

INDEPENDENT AUDITORS' REPORT
MANAGEMENT’S DISCUSSION AND ANALYSIS

BASIC FINANCIAL STATEMENTS AS OF AND FOR THE
YEAR ENDED DECEMBER 31, 2018:

Government-wide Financial Statements:
Statement of Net Position
Statement of Activities

Fund Financial Statements:

Governmental Funds:
Balance Sheet
Reconciliation of the Governmental Fund Balance Sheet to the
Statement of Net Position
Statement of Revenues, Expenditures and Changes in Fund Balance
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balance — Governmental Fund to the Statement of Activities

Proprietary Funds:
Statement of Net Position
Statement of Revenues, Expenses and Changes in Net Position
Statement of Cash Flows

Statement of Revenues, Expenditures and Change in Fund Balance — Budget and Actual —
General Fund

Statement of Revenues, Expenditures and Change in Fund Balance — Budget and Actual —
Parks Fund

Notes to Financial Statements

SUPPLEMENTAL INFORMATION:

Schedule of Revenues, Expenses and Change in Net Position —
(Non-GAAP Budgetary Basis) — Water and Wastewater Fund

Schedule of Revenues, Expenses and Change in Net Position —
(Non-GAAP Budgetary Basis) — Golf Course Fund

Debt Service Coverage and Reserve Requirements

Page

10

11
12
13
14

15

16

37

38
39



INDEPENDENT AUDITORS’ REPORT



102 N. Cascade Avenue, Suite 400

. . Colorado Springs, CO 80903
| s r o= Co T: 719.630.1186

F: 719.630.1187
STOCKMAN KAST RYAN + COMPANY skrco.com

INDEPENDENT AUDITORS' REPORT

Board of Directors
Cherokee Metropolitan District
Colorado Springs, Colorado

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, and each major fund of Cherokee Metropolitan District, (the District) as of and for the
year ended December 31, 2018, 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.

Auditors' Responsibility

Our responsibility is to express opinions 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 internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

CPAs + BUSINESS ADVISORS



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities and each major
fund of the District as of December 31, 2018, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Report on Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 1 through 5 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 supplemental 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.

Report on Other Supplemental Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's basic financial statements. The supplemental schedules are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The supplemental schedules on pages 37 through 39 are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

Stockman Rast Byan + (o, LLP

July 25, 2019
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CHEROKEE METROPOLITAN DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management Discussion and Analysis (MD&A) is presented to provide an overview of the financial
activities and conditions for the fiscal year ended on December 31,2018. The MD&A contains information
currently known to management as of the date of the auditor's report. The MD&A should be read in
conjunction with the District's financial statements that accompany this report.

FINANCIAL HIGHLIGHTS

Total Assets equaled: $114,650,104 for 2018.

Cash, Cash Equivalents and Investments as of December 31, 2018 were $10,497,367.
Total Liabilities, as of December 31, 2018, equaled $26,800,532.

Net Position, as of December 31, 2018, totaled $87,849,572.

Governmental change in Net Position from 2017 to 2018 totaled $52,215.
Business-type change in Net Position from 2017 to 2018 totaled $3,362,349.

FINANCIAL STATEMENTS

The financial statements consist of three parts - management discussion and analysis, the basic financial
statements, and supplemental information. The basic financial statements include two kinds of statements

that present different views of the District:

e The first two are government-wide statements that provide both long-term and short-term
information about the District's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the
District government, reporting the District's operations in more detail than the government-wide
statements.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of supplemental
information that further explains and supports the information in the financial statements.

Government-wide Statements — The government-wide statements consist of the Statement of Net
Position and the Statement of Activities. These statements report information about the District as a whole
and include all assets and liabilities using the accrual basis of accounting. All of the current year's revenues
and expenses are taken into account regardless of when the cash is received or paid.

These two statements report the District's net position and changes in them. The District's net position, the
difference between assets and liabilities, is one way to measure the District's financial status, or financial
position. Over time increases or decreases in the District's net position is one indicator whether its financial

health is improving or deteriorating.

Fund Financial Statements — The fund financial statements provide more detailed information about
the District's funds, focusing on its most significant funds, not the District as a whole. The District's two
kinds of funds, governmental and proprietary, use different accounting approaches.
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Governmental Funds — The activity of the District's General fund is reported as a governmental fund,
which focuses on how money flows into and out of the General fund. This fund is reported using the
modified accrual accounting method, which measures cash and all of the other financial assets that can
readily be converted to cash. The governmental fund statement provides a detailed short-term view of the
District's general governmental operations and the basic services it provides. Governmental fund
information helps to determine whether there are more or less financial resources that can be spent in the
near future to finance the District's programs.

Proprietary (Enterprise) Funds — The activity of the District Enterprise funds is to report the same way
that all activities are reported in the Statement of Net Position and the Statement of Activities. In fact, the
District's Enterprise fund is the same as the business-type activities reported in the governmental-wide
statements but provides more detailed and additional information, such as cash flows.

District Specific — The Cherokee Metropolitan District utilizes two separate financial categories of
activities; one for the general district functions and one for the enterprise, or business-type functions. Each
of these, in turn, is segregated into operational and capital functions. Together, these comprise the overall
government-wide statements. The Governmental, or general, category covers the public functions
involving: street lighting and parks. The Proprietary, or Business-type, category involves the public
provision of water, wastewater, reuse water, related administration, and golf course functions. The
Governmental functions are funded by fees and conservation trust funds. The Proprietary functions are
funded by water and sewer user charges, tap fees, golf fees, and, similarly, bond financing when required
for capital projects.

FINANCIAL POSITION & RESULTS FROM OPERATIONS

NET POSITION:
2018 2017
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total

ASSETS

Other $ 336,615 $§ 11,757,764 $ 12,094,379 $ 298,449 10,639,365 $ 10,937,814
Capital 491,137 102,064,588 102.555.725 480.533 _101.601.554 102.082.087
Total assets $ 827,752 § 113,822352 $ 114,650,104 § 778,982 $112.240919 § 113,019,901




2018 2017

Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total

LIABILITIES

Current $ 12,583 § 2,423,809 $ 2436392 $ 16,028 $ 2,835002 $ 2,851,030
Long-term 24.364.140 24.364.140 25.,733.863 25.733.863
Total liabilities $ 12,583 $ 26,787,949 § 26,800,532 § 16,028 § 28,568,865 § 28,584.893
NET POSITION
Net investment in

capital assets $ 491,137 $ 76,385,058 $ 76,876,195 $ 480,533 $ 74,592,538 $ 75,073,071
Restricted position 191,656 1,742,952 1,934,608 318,716 1,587,863 1,906,579
Unrestricted position 132,376 8.906.393 9.038.769 (36.295) 7.491.653 7.455.358
Total net position § 815169 § 87034403 §$ 87,849572 § 762954 § 83,672,054 $ 84.435,008

Condensed Statements of Activities for the years ended December 31, 2018 and 2017.

2018 2017
Governmental  Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
Charges for service $ 305,953 § 13,712,022 $ 14,017,975 $ 304,975 $12,487,221 $12,792,196
Operating grants
and contributions 118,700 118,216 236,916 114,296 30,172 144,468
Capital grants

and contributions 1,433,705 1,433,705 1,224,019 1,224,019
Investment earnings 4,984 112,672 117,656 129 68,002 68,131
Other revenues 677 362.253 362.930 540.289 540.289
Total revenues 430314 15.738.868 16.169.182 419.400 14,349,703 14.769.103
FUNCTIONAL
Street lights 119,756 119,756 128,934 128,934
Parks 258,343 258,343 228,284 228,284
Water and wastewater 11,313,063 11,313,063 10,942,320 10,942,320
Golf course 1.063.456 1,063.456 978.858 978.858
Total expenditures 378.099 12,376.519 12.754.618 357.218 11.921.178 12.278.396
Change in net position 52,215 3,362,349 3.414.564 62.182 2.428.525 2,490,707
Net position

beginning of year 762.954 83.672.054 84,435.008 700.772 81.243.529 81.944.301
Net position

end of year $ 815169 §$_ 87,034,403 § 87849572 § 762,954 $ 83,672,054 § 84,435,008

Both Governmental and Business-type Activities exhibited a positive change in net position primarily
attributable to monitoring expenditures in conjunction with increasing fee revenue.
ANALYSIS OF POSITION

The overall financial position of the District improved during 2018, due to continued monitoring of
operating expenditures and increasing revenue due to growth and rate increases.

During 2018, supplementary appropriations approved by the District’s Board of Directors modified the
3



appropriation from $995,552 to $1,069,500 in the Golf Course Enterprise fund to account for increases in
resale merchandise expenditures.

Capital assets for both Governmental and Business-type Activities increased as the District continues to
make improvements to its parks, golf course and water and wastewater infrastructure.

CAPITAL ASSETS:
2018 2017
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total

Water and

Wastewater fund $ $ 131,296,027 $ 131,296,027 $ $ 128,195,723 $ 128,195,723

and Golf course
Street light and

park improvements 952,823 952,823 894,597 894,597
Accumulated depreciation (461,686) (28,666,439) (29,128,125) (414,064) (26,029,169)  (26,443,233)
Impairment (565.000) (565.000) (565.000) (565.000)

Total capital assets, net § 491,137 §$ 102,064,588 §$ 102,555,725 § 480,533 $ 101,601,554 § 102,082,087

The long-term liabilities decreased during 2018 by $1,329,486 the Water and Wastewater fund due to
significant principal payments being made on outstanding debt.

LONG-TERM DEBT:

2018 2017
Governmental  Proprietary Governmental  Proprietary
Activities Activities Total Activities Activities Total
Bonds payable $ $ 16206316 $ 16,206,316 $ 16,806,947 $ 16,806,947
Notes payable 9.473.214 9.473.214 $ 10,202,069 10.,202.069
Total debt - § 25679530 $ 25679530 § - § 27009016 $ 27.009,016

FUTURE TRENDS AND ECONOMIC FACTORS

Cherokee Metropolitan District’s financial position has maintained a record of moderate but steady growth.
Staff will continue to look for innovative ways to reduce operating expenditures while maintaining a high
level of customer service. As of December 31, 2018 there are 7,358 residential taps and 644 commercial

taps being serviced by the District.

Water return flow quality limits imposed by the State of Colorado have made it necessary for the District
to prepare to construct a multi-million dollar facility to remedy the situation.
The District continues to look to purchase new and renewable water resources. This will help secure
resources necessary for future growth and to improve return flow qualities.



CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Cherokee Metropolitan District's
finances for all those with an interest in the District's finances. Questions concerning any of the information
provided in this report or request for additional information should be addressed to Amy Lathen, General
Manager, at (719) 597-5080.
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CHEROKEE METROPOLITAN DISTRICT

STATEMENT OF NET POSITION

December 31, 2018
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents $ - $ 8,566,359 $ 8,566,359
Cash and cash equivalents, restricted 188,056 1,742,952 1,931,008
Total cash and cash equivalents 188,056 10,309,311 10,497,367
Accounts receivable 616 1,465,823 1,466,439
Inventories - 66,827 66,827
Prepaid expenses 573 63,173 63,746
Due (to) from other funds 147,370 (147,370) -
Capital assets, net of accumulated
depreciation 491,137 102,064,588 102,555,725
Total assets 827,752 113,822,352 114,650,104
LIABILITIES
Accounts payable 12,583 447,264 459,847
Accrued expenses - 192,709 192,709
Accrued interest - 346,707 346,707
Customer deposits - 121,739 121,739
Long-term liabilities
Due within one year - 1,315,390 1,315,390
Due in more than one year - 24,364,140 24,364,140
Total liabilities 12,583 26,787,949 26,800,532
NET POSITION
Net investment in capital assets 491,137 76,385,058 76,876,195
Restricted 191,656 1,742,952 1,934,608
Unrestricted 132,376 8,906,393 9,038,769
Total net position $ 815,169 $ 87,034,403 $ 87,849,572

These financial statements should be read only in connection with

the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS

December 31, 2018
Total
General Parks Governmental
Fund Fund Funds
ASSETS
Restricted cash and cash equivalents $ - $ 188,056 $ 188,056
Prepaid expense - 573 573
Accounts receivable, other - 616 616
Due from other funds 162,335 E 162,335
Total assets $ 162,335 $ 189,245  § 351,580
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable $ 10,285 $ 2,298 $ 12,583
Due to other funds E 14,965 14,965
Total liabilities 10,285 17,263 27,548
FUND BALANCE
Restricted 3,600 188,056 191,656
Unassigned 148,450 (16,074) 132,376
Total fund balance 152,050 171,982 324,032
TOTAL LIABILITIES AND FUND BALANCE $ 162,335 $ 189,245  § 351,580
Reconciliation of the Governmental Fund Balance Sheet to the Statement of Net Position:
Total fund balance, governmental funds $ 324,032
Amounts reported for governmental activities in the Statement
of Net Position are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.
Capital assets 491,137
Net position of governmental activities $ 815,169

These financial statements should be read only in connection with
the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - GOVERNMENTAL FUNDS

Year Ended December 31, 2018

REVENUES
Fees
Conservation Trust funds
Interest/miscellaneous income
Total revenues

EXPENDITURES
Lighting
Parks, landscape and open space
Total expenditures
NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Total
General Parks Governmental
Fund Fund Funds
134,667 171,286 $ 305,953
- 118,700 118,700
- 5,661 5,661
134,667 295,647 430,314
119,756 - 119,756
- 268,947 268,947
119,756 268,947 388,703
14,911 26,700 41,611
137,139 145,282 282,421
152,050 171,982 $ 324,032

These financial statements should be read only in connection with

the accompanying notes to financial statements.

9.



CHEROKEE METROPOLITAN DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE - GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2018

A reconciliation reflecting the differences between the governmental funds net
change in fund balances and change in net position reported for
governmental activities in the Statement of Activities as follows:

Net change in fund balances - Total governmental funds $ 41,611

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the costs of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is
the amount by which depreciation exceeded capital outlays for the period. 10,604

Change in net position - Governmental activities $ 52,215

These financial statements should be read only in connection with
the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
December 31, 2018

ASSETS

Current assets
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses

Total current assets
Non-current assets

Restricted cash and cash equivalents
Capital assets, net of depreciation

Total non-current assets
TOTAL ASSETS

LIABILITIES AND NET POSITION
Current liabilities
Accounts payable
Accrued expenses
Accrued interest
Due to (from) other funds
Customer deposits
Notes payable - current portion
Bonds payable - current portion
Total current liabilities

Non-current liabilities
Notes payable
Bonds payable
Total non-current liabilities

Total liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted
Total net position

TOTAL LIABILITIES AND NET POSITION

These financial statements should be read only in connection with

Water and
Wastewater Golf Course

Fund Fund Total
$ 8,350,134 $ 216,225 $ 8,566,359
1,462,743 3,080 1,465,823
- 66,827 66,827
59,654 3,519 63,173
9,872,531 289,651 10,162,182
1,742,952 - 1,742,952
99,870,459 2,194,129 102,064,588
101,613,411 2,194,129 103,807,540
$ 111,485,942 $ 2,483,780 $113,969,722
$ 437,571 $ 9,693 $ 447,264
191,958 751 192,709
346,707 - 346,707
(100,340) 247,710 147,370
121,739 - 121,739
855,390 - 855,390
460,000 - 460,000
2,313,025 258,154 2,571,179
8,617,824 - 8,617,824
15,746,316 - 15,746,316
24,364,140 - 24,364,140
26,677,165 258,154 26,935,319
74,190,929 2,194,129 76,385,058
1,742,952 - 1,742,952
8,874,896 31,497 8,906,393
84,808,777 2,225,626 87,034,403
$ 111,485,942 $ 2,483,780 $113,969,722

the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY FUNDS

Year Ended December 31, 2018

OPERATING REVENUE
Water sales
Sewer services
Golf revenues
Resale
Total operating revenue

OPERATING EXPENSES
Water system
Wastewater system
Golf course operations
General and administrative
Depreciation
Total operating expenses

OPERATING INCOME

NONOPERATING REVENUE AND (EXPENSES)
‘Tap fees
Interest income
Miscellaneous income
Grant revenue
Interest expense
Total nonoperating revenue, net

CHANGE IN NET POSITION

NET POSITION - BEGINNING OF YEAR

NET POSITION - END OF YEAR

Water and
Wastewater Golf Course
Fund Fund Total

$ 7,499,725 $ - $ 7,499,725
5,178,440 - 5,178,440

- 797,725 797,725

- 236,132 236,132
12,678,165 1,033,857 13,712,022
2,764,602 - 2,764,602
3,097,524 - 3,097,524

- 791,166 791,166

2,076,911 180,856 2,257,767
2,564,699 72,571 2,637,270
10,503,736 1,044,593 11,548,329
2,174,429 (10,736) 2,163,693
1,433,705 - 1,433,705
112,672 - 112,672
356,978 5,275 362,253
118,216 - 118,216
(828,190) - (828,190)
1,193,381 5,275 1,198,656
3,367,810 (5,461) 3,362,349
81,440,967 2,231,087 83,672,054

$ 84,808,777 $ 2,225,626 $ 87,034,403

These financial statements should be read only in connection with
the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended December 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net cash provided by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Grant received
Change in due from other funds
Net cash provided by (used in) noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital contributions - tap fees
Miscellaneous income
Purchase of capital assets
Principal paid on debt
Interest paid on debt
Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

RECONCILIATION OF OPERATING INCOME (LOSS) TO CASH FLOWS
PROVIDED BY OPERATING ACTIVITIES
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Effects of changes in operating assets and liabilities:
Accounts receivable
Prepaid expense
Accounts payable
Accrued expenses
Inventories
Customer deposits
Total adjustments

Net cash provided by operating activities

Water and
Wastewater Golf Course
Fund Fund
12,769,123 $ 1,030,777
(5,987,018) (515,167)
(2,259,548) (463,428)
4,522,557 52,182
118,216 -
715,355 (547,569)
833,571 (547,569)
1,433,705 -
356,978 5,275
(3,003,409) (96,895)
(1,275,153) -
(895,722) -
(3,383,601) (91,620)
112,672 -
112,672 -
2,085,199 (587,007)
8,007,887 803,232
10,093,086 216,225
2,174,429 $ (10,736)
2,564,699 72,571
90,958 (3,080)
130,886 12,404
(451,643) 14
33,178 170
- (19,161)
(19,950) -
(216,571) (9,653)
4,522,557 $ 52,182

These financial statements should be read only in connection with

the accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND

For the Year Ended December 31, 2018

REVENUES
Fees
Total Revenues
EXPENDITURES
Lighting
Total Expenditures

NET CHANGE IN FUND BALANCE

FUND BALANCE - BEGINNING OF YEAR
FUND BALANCE - END OF YEAR

Variance with

Budgeted Final Budget -
Amounts Favorable
Original & Final Actual (Unfavorable)
$ 131,000 $ 134,667 $ 3,667
131,000 134,667 3,667
133,000 119,756 13,244
133,000 119,756 13,244
(2,000) 14,911 16,911
138,845 137,139 (1,706)
$ 136,845 $ 152,050 $ 15,205

These financial statements should be read only in connection with the

accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

PARKS FUND

For the Year Ended December 31, 2018

REVENUES
Fees
Conservation Trust funds
Grant
Interest/miscellaneous income
Total Revenues
EXPENDITURES
Parks, landscape and open space
Capital outlay
Total Expenditures

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Variance with

Budgeted Final Budget -
Amounts Favorable

Original & Final Actual (Unfavorable)
$ 168,000 $ 171,286 $ 3,286
110,000 118,700 8,700

350,000 - (350,000)
50 5,661 5,611

628,050 295,647 (332,403)

209,656 210,721 (1,065)
490,000 58,226 431,774
699,656 268,947 430,709
(71,606) 26,700 98,306

154,767 145,282 (9,485)
$ 83,161 $ 171,982 $ 88,821

These financial statements should be read only in connection with the
accompanying notes to financial statements.
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

History and organization - Cherokee Metropolitan District (District) is a political subdivision of
the State of Colorado. The District converted from Cherokee Water and Sanitation District on May
11, 1992. On May 11, 1992, Cimarron Hills Street Improvement District merged into Cherokee
Metropolitan District. The District provides water and wastewater services and parks to residents
of the District.

The District financial statements are prepared in accordance with the U.S. generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). A summary of the significant accounting policies used in the
preparation of those financial statements follows.

Reporting entity - The District has no component units for which either discrete or blended
presentation is required. The inclusion or exclusion of component units is based on a determination
of the elected official’s financial accountability to their constituents, and whether the financial
reporting entity follows the same accountability. Further, the financial statements of the reporting
entity should enable the reader to distinguish between the primary government (including its
blended component units) and discretely presented component units. The criteria used for
determining whether an entity should be included, either blended or discretely presented, included
but is not limited to fiscal dependency, imposition of will, legal standing, and the primary recipient

of services.
Government-wide and fund financial statements

Government- wide financial statements - The government-wide financial statements (i.e. the
statement of net position and the statement of activities) report information on all of the non-
fiduciary activities of the government. Eliminations have been made to minimize the double
counting of internal activities. These statements distinguish between governmental and business-
type activities of the District. Governmental actives are normally supported by taxes and
intergovernmental revenues. Business-type activities are financed to a significant extent by fees

and charges.

The statement of activity demonstrates the degree to which direct expenses of a given function
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- continued

or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Indirect expense allocations that have been made in the funds
have been reversed for the statement of activities. Program revenues include 1) fees and charges
to customers or applicants who purchase, use, or directly benefit from the goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment.
Revenues that are not classified as program revenues, including all taxes, are reported as general

revenues.

Separate financial statements are provided for governmental and proprietary funds. Major
individual governmental and proprietary funds are reported as separate columnsin the fund

financial statements.

Measurement focus, basis of accounting and financial statement presentation - The
government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a lability is incurred,
regardless of the timing of the related cash flow. On an accrual basis, property taxes are recognized
as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue in the fiscal year in which all eligibility requirements imposed by the provider have been

met.

Governmental fund financial statements - The governmental fund financial statements are
reported using the current financial resources measurement focus and the modified accrual basis
of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the period or soon enough
thereafter to pay liabilities of the current fiscal period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures are recorded only when payment is due. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of long-term debt and
acquisitions under capital leases are reported as other financial sources.
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- continued

Those revenues susceptible to accrual are interest revenue and charges for services. Specific
ownership taxes collected and held by the county at year-end on behalf of the District are also
recognized as revenue. All other revenue items are considered to be measurable and available only
when cash is received by the government.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the accrual criteria
are met. Expenditure-driven grants recognize revenue when the qualifying expenditures have been
incurred and all other grant requirements have been met.

The accounts of the District are organized and operated on the basis of funds. A fund is an
independent fiscal accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with finance-related legal and contractual provisions. The minimum
number of funds maintained is consistent with legal and managerial requirements.

The District reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the District. It is used to account
for all financial resources except those required to be accounted for in another fund.

Parks Fund - The Parks Fund is accounted for as a special revenue fund. It is used to account for
monies received by the District for the purpose of making necessary repairs and improvements to

the District’s parks.
The District reports the following major proprietary funds:

Water and Wastewater Enterprise Fund - The Water and Wastewater Enterprise Fund is used for
activities of providing and processing water and wastewater.

Golf Course Enterprise Fund - The Golf Course Enterprise Fund is used to account for the
operations of the golf course.
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- continued

An Enterprise Fund is used to account for those operations financed and operated in a manner
similar to private business or where the board has decided that the determination of revenues
earned, costs incurred and/or net income is necessary for management accountability. The District
has two enterprise funds - the Water and Wastewater Fund and the Golf Course Fund. The intent
of the District is that the costs of providing goods and services to the general public on a continuing
basis be financed or recovered primarily through user charges.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide

financial statements.

Amounts reported as the program revenue include 1) charges to customers for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions.
Internally dedicated resources are reported as general revenue rather than as program revenue.

Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the District’s enterprise fund are charges for service. Operating expenses for enterprise
funds include cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as non-operating

revenues and €xpenses.

When both restricted and unrestricted resources are available for use, it is the District’s policy to
use restricted resources first, then unrestricted resources as they are needed.

Deposits and investments - Cash and cash equivalents include cash on hand and in the bank,
money market funds are short-term investments with original maturities of three months or less
from the date of acquisition, including restricted cash and investments. Investments are stated at

fair value.

Receivables - All receivables are reported to their gross value and, when appropriate, are reduced
by the estimated portion that is expected to be uncollectible.
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- continued

Inventories and prepaid items - Inventories are valued at the lower of cost or market using the
first-in/first-out (FIFO) method. Inventories of governmental funds are recorded as expenditures
when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.

Due to and from other funds - Interfund receivables and payables arise from interfund
transactions and are recorded by all funds affected in the period in which transactions are executed.
In the fund financial statements, these receivables and payables are classified as “due from other
funds” or “due to other funds”. In the government-wide financial statements, all internal balances

have been substantially eliminated.

Restricted cash and investments - The use of certain cash investments of the District is restricted.
These cash and investment items are classified as restricted assets on the balance sheet because
they are maintained in separate accounts and their use is restricted by third party agreements.

Capital assets - Capital assets, which include property, plant, equipment and infrastructure assets
(e.g. street lights, signs and similar items) are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. All purchased capital assets
are valued at cost where historical records are available and at an estimated historical cost where
no historical records exist. Donated capital assets are valued at their estimated fair market value
on the date received. Major outlays for capital assets and improvements are capitalized as projects

are constructed.

If proprietary fund assets are constructed, interest is capitalized on the assets acquired with tax-
exempt debt. The amount of interest to be capitalized is calculated by offsetting interest expense
incurred from the date of the borrowing until completion of the project with interest earned on

invested proceeds over the same period.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially
extend asset lives, are not capitalized. Improvements are capitalized and are depreciated over the
remaining useful lives of the related capital assets, as applicable.
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CHEROKEE METROPOLITAN DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- continued

Buildings, improvements, vehicles, and equipment of the government are depreciated using the
straight-line method over the following estimated useful lives:

Street Lights 5-10 years
Park Improvements 10 years
Improvements 5-40 years
Buildings 40 years
Equipment 5-20 years
Transmission 5-50 years
Water Rights 50 years

When depreciable property is acquired, depreciation is included in expense for the year of
acquisition for the number of months during the year the asset was in service. When depreciable
property is retied or otherwise disposed of, depreciation is included in expense for the number of
months in service during the year of retirement and the related costs and accumulated depreciation
are removed from the accounts with any gain or loss reflected in the statement of revenue, expenses

and change in net position.

Deferred outflows and inflows of resources - Deferred outflow and inflow of resources are a
consumption or acquisition of net assets that is applicable to a future reporting period. The District

does not have any of these items.

Compensated absences - Employees earn sick leave at the rate of 1 day per month. Employees
hired before January 1, 2014 may accumulate up to 960 hours. Upon retirement or voluntary
termination, an employee is paid for 50% of any hours in excess of 480 hours at the employee’s
current salary rate. Employees hired after January 1, 2014 may accumulate 80 hours of sick leave
and are not paid for sick leave upon retirement or voluntary termination.

Employees earn vacation 