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Board of Directors
Telluride Fire Protection District
Telluride, Colorado

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Telluride Fire Protection 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.

Auditor’s 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.

Opinions

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 the District as of December 31, 2018, and
the respective changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 3 through 7 and the budgetary comparison information on page 30 be presented to
supplement the basic financial statements. Government Accounting Standards Board Statement No. 68, Accounting
and Financial Reporting for Pensions — an amendment of GASB No. 27, requires that the Schedule of the District’s
Proportionate Share of the Net Pension Asset of the FPPA Statewide Defined Benefit Pension Plan, the Schedule of
District Contributions to the FPPA Statewide Defined Benefit Pension Plan, the Volunteer Plan Schedule of
Changes in Net Pension Liability and Related Ratios — Last 10 Years (to be built prospectively), and the Volunteer
Plan Schedule of Contributions — Last 10 Years (to be built prospectively) on pages 31 through 34 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.

Other 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 budgetary comparison information, supplemental
Schedule of Revenues, Expenditures, and Changes in Fund Balance — General Fund and supplemental Schedule of
Revenues, Expenditures, and Changes in Fund Balance — Debt Service Fund on pages 35 through 37 are presented
for purposes of additional analysis and are not a required part of the basic financial statements. These supplemental
schedules 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 supplemental schedules are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

aﬁﬂ% Wonolbwol &, 4 ¢,

DALBY{WENDLAND & CO., P.C.
Grand Junction, Colorado

June 18, 2019
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TELLURIDE FIRE PROTECTION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2018

As management of the Telluride Fire Protection District (the District), we offer readers of the District’s
financial statements this narrative overview and analysis of the financial activities of the District for the
year ended December 31, 2018 with comparative information presented for the year ended December 31,
2017. We encourage readers to consider the information presented here in conjunction with the additional
information furnished in our basic financial statements to better understand the financial position of the
District.

Financial Highlights

e In the government-wide financial statements, the District’s assets and deferred outflows exceeded
its liabilities and deferred inflows by $8,351,393 at December 31, 2018. In addition, the District’s
revenues were $371,321 greater than expenses for the year ended December 31, 2018.

e The General Fund reported an ending fund balance of $4,735,551 at December 31, 2018, a decrease
of $45,062 from the prior year.

e The Debt Service Fund reported an ending fund balance of $190,395 at December 31, 2018, an
increase of $5,891 from the prior year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The basic financial statements are comprised of three components: (1) government-wide
financial statements, (2) fund financial statements, and (3) notes to the basic financial statements. This
report also contains required and other supplemental information in addition to the basic financial
statements themselves.

Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the
District’s finances in a manner similar to a private sector business.

The statement of net position presents information on all of the District’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether financial position is
improving or deteriorating.

The statement of activities presents information showing how the District’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of cash flows. Thus, revenues and expenses are
reported in the statement of activities for some items that will only result in cash flows in future fiscal
periods.

In the government-wide financial statements, the District’s activities are shown in one category;
governmental activities. The District’s activities are principally supported by property taxes and charges

for services.

The government-wide financial statements can be found on pages 8 through 10.



Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund accounting is used to ensure and demonstrate
compliance with finance-related legal requirements. The District’s funds are all considered governmental
funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the year. Such information
may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term impact
of the government’s near-term financing decisions. Both the governmental funds balance sheet and the
governmental funds statement of revenues, expenditures and changes in fund balance provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. The
District presents two governmental funds; the General Fund and the Debt Service Fund. The District’s
governmental funds financial statements can be found on pages 11 and 13.

An annual appropriated budget was adopted for funds. Budgetary comparison schedules have been
provided on pages 30 and 31 to demonstrate compliance with the adopted budget.

Notes to Basic Financial Statements

The notes to the basic financial statements provide additional information that are essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the basic financial statements can be found on pages 15 through 29.

Required Supplementary Information (RSI)

The RSI presents additional information that differs from the basic financial statements in that the auditor
applies certain limited procedures in reviewing the information. In this report, RSI includes the
management’s discussion and analysis and General Fund budgetary comparison schedule, as well as
certain RSI required by GASB 68 including the:

e Schedule of the District’s Proportionate Share of the Net Pension Asset of the Statewide Defined
Benefit Pension Plan
e Schedule of District Contributions to the FPPA Statewide Defined Benefit Pension Plan

e Volunteer Plan Schedule of Changes in Net Pension Liability / (Asset) and Related Ratios — Last
10 Years (to be built prospectively)

e Volunteer Plan Schedule of Contributions — Last 10 Years (to be built prospectively)

Other Supplemental Information

The Debt Service Fund budgetary comparison schedule and comparison schedules of fund revenues,
expenditures, and changes in fund balance for the current year and two prior years have been presented on
pages 35 through 37.



Government-wide Financial Analysis
The following summarizes the District’s governmental net position as of December 31:

2018 2017
Assets
Current and other assets $ 7,286,497 $ 7,348,655
Capital assets, net 5,836,994 5,842,175
Net pension asset 154,078 -
Total Assets 13.277.569 13.190.830
Deferred Outflows of Resources
Pension plans 494,311 638.418
Total Deferred Outflows of Resources 494311 638.418
Liabilities
Current liabilities 415,201 391,642
Noncurrent liabilities 1,764,960 2,081,448
Net pension liability 817,653 1.060,179
Total Liabilities 2,997,814 3,533,269
Deferred Inflows of Resources
Pension plans 163,602 9,775
Deferred property tax revenue 2,259.071 2,306,132
Total Deferred Inflows of Resources 2.422.673 2,315,907
Net Position
Net investment in capital assets 3,805,284 3,491,016
Restricted 325,938 323,081
Unrestricted 4,220,171 4,165,975

Total Net Position $ 8,351,393 § 7,980,072

Total assets of the District increased from the prior year primarily due to the increase in the net pension
asset, which is a result of changes in actuarial estimates. The changes in actuarial estimates related to the
pension plans resulted in a decrease in deferred outflows of resources. Total liabilities decreased from the
prior year due to scheduled principal payments on bonds payable and a reduction of the net pension
liability due to changes in actuarial estimates. Deferred inflows of resources increased from the prior year
due to changes in pension plan actuarial estimates.

The following summarizes the change in the District’s governmental net position for the years ended
December 31:

2018 2017
Revenues

Program revenues:
Charges for services $ 417,383 $ 494,430
Permits and fees 384,895 86,791
Operating grants 42,150 35,213

General revenues:
Taxes 2,337,727 2,287,250
Earnings on deposits and investments 75,135 42,219
Miscellaneous 92,339 160,917
Total Revenues 3,349,629 3,106,820




2018 2017

Expenses
Personnel 1,392,187 1,244,542
Fire prevention 427,932 395,410
General operating 370,894 363,340
Ambulance 300,998 346,439
General and administrative 308,603 230,303
Pension expense 123,000 123,000
Interest 41,659 47,024
Other 13,035 15,030
Total Expenses 2,978,308 2,765,088
Changes in Net Position 371,321 341,732
Net Position — January 1 7,980,072 7,638,340
Net Position — December 31 $ 8,351,393 $ 7,980,072

Total revenues of the District increased from the prior year, driven primarily by increases in government
wildland firefighting revenue, tax revenue, and investment income. Total expenses increased 7% from the
prior year. Significant activity was driven by increases in salaries and wages and fire prevention as a
result of the increased wildland firefighting activity. This resulted in an overall increase in net position.

Financial Analysis of Governmental Funds
As noted earlier, fund accounting is used to ensure and demonstrate compliance with finance related legal
requirements.

The focus of governmental funds is to provide information on near-term inflows, outflows and balances
of spendable resources. In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

The District has two major governmental funds, the General Fund and the Debt Service Fund. The
General Fund had a fund balance of $4,735,551 as of December 31, 2018, of which $27,543 is
nonspendable for prepaid maintenance contracts and insurance, $78,000 is restricted for emergencies,
$30,000 is restricted for grants and $555,000 is assigned for capital outlay. The unassigned portion of the
fund balance in the amount of $4,045,008 is available for general spending. The Debt Service Fund had a
fund balance restricted for debt service of $190,395 as of December 31, 2018, and paid $361,625 in
principal and interest.

General Fund Budgetary Highlights

The District amended its originally adopted budget for the General Fund to reflect increases in wildland
firefighting activity and additional grants. Total expenditures were in excess of revenues by $45,062.
Total expenditures were $47,723 below budget, mainly due to maintenance costs and insurance costs
being lower than budgeted. The budget amounts as shown on pages 31 and 32 of the financial statements
include the adopted budget for the General Fund and Debt Service Fund.

Capital Assets

Replacements, which improve or extend the lives of property, are capitalized. Maintenance, repairs, and
equipment replacements of a routine nature are charged to expenditures as incurred and are not
capitalized. Significant additions to capital assets during the year include acquisitions of equipment and
vehicles. These additions were offset by depreciation expense. The District also has assigned resources at

-6-



December 31, 2018 for capital expenditures to occur in future years. See Note 1 — Fund Balance
Classification. Additional information on the District’s capital assets can be found in Note 6.

Long-Term Debt

In January of 2013, the District advance refunded the existing 2004 general obligation bonds. The 2004
bonds were completely paid off in 2014, leaving only the 2013 General Obligation Refunding Bonds.
Significant long-term debt activity during the year included scheduled principal payments on the bonds
payable. This is discussed further in Note 7.

Economic Factors and Next Year’s Budget

The 2019 approved budget reflects a predicted nominal increase in tax revenue from the prior year.
Budgeting remains conservative for the purposes of the general fund, day to day operations and long-term
Master Plan projects; however, the District Board of Directors (the Board) accepted management’s
recommendation to utilize funds from the General Operating Reserve (GOR) to address significant
projects that were deferred in prior years due the economic lull (deferred apparatus replacements) directed
from the Reserve Fund Philosophy. We continue to utilize our Master Plan to direct our long-term
apparatus and facility needs with the continued intent of maintaining a healthy reserve fund for
unanticipated needs. In addition, voters passed a mill levy increase and a freeze of the Residential
Assessment Rate on November 1, 2018 that will become effective on January 1, 2020.

Request for Information

This financial report is designed to provide a general overview of the District’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information
should be addressed to the District Chief, P.O. Box 1645, Telluride, CO 81435.
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TELLURIDE FIRE PROTECTION DISTRICT
STATEMENT OF NET POSITION

December 31, 2018

ASSETS

Cash

Investments

Receivables:
Taxes
EMS accounts, net of allowance of $14,000
Other

Prepaid expenses

Restricted cash

Net pension asset

Capital assets, net of accumulated depreciation, where applicable:

Land and land improvements
Buildings and improvements
Fire apparatus, ambulances and other vehicles
Other fire support equipment

DEFERRED OUTFLOWS OF RESOURCES
Pension related (see Note 8)

Capital Assets, net
Total Assets

Total Deferred Outflows of Resources

See accompanying notes.
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$

1,327,149
3,579,636

2,259,071
53,884
9,214
27,543
30,000
154,078

594,122
1,942,255
2,840,403

460,214

5,836,994

13,277,569

494,311

494311



TELLURIDE FIRE PROTECTION DISTRICT
STATEMENT OF NET POSITION

December 31, 2018

LIABILITIES
Accounts payable
Accrued payroll liabilities
Accrued interest payable
Bonds payable:

Due within one year
Due after one year
Compensated absences

Net pension liability

DEFERRED INFLOWS OF RESOURCES
Deferred property tax revenue
Pension related (see Note 8)

NET POSITION

Net investment in capital assets
Restricted for:

Debt service

Emergencies

Grants

Nonspendable purposes
Unrestricted

Total Liabilities

Total Deferred Inflows of Resources

Total Net Position

See accompanying notes.
-9-

44,513
56,967
3,721

310,000
1,721,710
43,250
817,653

2,997,814

2,259,071
163,602

2,422,673

3,805,284

190,395
78,000
30,000
27,543

4,220,171

$ 8,351,393



TELLURIDE FIRE PROTECTION DISTRICT
STATEMENT OF ACTIVITIES
For the year ended December 31, 2018

PROGRAM EXPENSES
Personnel
Fire prevention
General operating
General and administrative
Ambulance
Pension expense
Interest
Other

Total Program Expenses

PROGRAM REVENUES
Charges for services
Permits and fees
Operating grants

Net Program Expenses

GENERAL REVENUES
Taxes:
Property taxes
Specific ownership taxes
Interest on delinquent taxes
Earnings on deposits and investments
Miscellaneous

Total General Revenues
Change in Net Position

Net Position - January 1, 2018
Net Position - December 31, 2018

See accompanying notes.
-10 -

$ 1,392,187
427,932

370,894

308,603

300,998

123,000

41,659

13,035

2,978,308

417,383
384,895
42,150

2,133,880

2,224,682
111,758
1,287
75,135
92,339
2,505,201
371,321
7,980,072

5 8351303
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TELLURIDE FIRE PROTECTION DISTRICT

BALANCE SHEET -
GOVERNMENTAL FUNDS

December 31, 2018

ASSETS
Cash
Investments
Receivables:
Taxes
EMS accounts, net of allowance of $14,000
Other
Prepaid expenses
Restricted Cash
Due (to)/from other funds
Total Assets

LIABILITIES
Accounts payable
Accrued payroll liabilities

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred property tax revenue

Total Deferred Inflows of Resources

FUND BALANCE
Nonspendable
Restricted for:

Debt service

Emergencies
Grants
Assigned for capital outlay
Unassigned
Total Fund Balance
Total Liabilities, Deferred Inflows of Resources
and Fund Balance

Debt Total
Service Governmental

General Fund Fund Funds
$  1,135319 191,830 $ 1,327,149
3,579,636 - 3,579,636
1,892,421 366,650 2,259,071
53,884 - 53,884
9,214 - 9,214
27,543 - 27,543
30,000 - 30,000
1,435 (1,435) -
6,729,452 557,045 7,286,497
44,513 - 44,513
56,967 - 56,967
101,480 - 101,480
1,892,421 366,650 2,259,071
1,892,421 366,650 2,259,071
27,543 - 27,543
- 190,395 190,395
78,000 - 78,000
30,000 - 30,000
555,000 - 555,000
4,045,008 - 4,045,008
4,735,551 190,395 4,925,946
$ 6,729,452 557,045 $ 7,286,497

See accompanying notes.
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TELLURIDE FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION

December 31, 2018

Total Fund Balance - Governmental Funds

Amounts reported for governmental activities in the Statement of Net Position are

different because:

Accrued compensated absences payable are not due and payable in the current period and,

therefore, are not reported as liabilities in the Fund.

Long-term debt obligations are not due and payable in the current period and, therefore,

are not reported as liabilities in the governmental funds.

Original issue net premium is reported as financing sources in the governmental funds
when first issued, but deferred and amortized over the life of the debt in the Statement of

Net Position.

Accrued interest on debt obligations is not due and payable in the current period and,

therefore, is not reported as a liability in the governmental funds.

Net pension asset, net pension liability, deferred outflows, and deferred inflows related to
pensions are not current financial resources and therefore are not reported as assets or

liabilities in the governmental funds.

Capital assets used in governmental activities are not financial resources and, therefore,

are not reported in the governmental funds:

Cost of capital assets
Less accumulated depreciation
Total Net Position - Governmental Activities

See accompanying notes.
-12 -

$ 4,925,946

(43,250)

(1,975,000)

(56,710)

(3,721)

(332,866)

11,200,115
(5,363,121) 5,836,994
S 8351303



TELLURIDE FIRE PROTECTION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
GOVERNMENTAL FUNDS

For the year ended December 31, 2018

Debt Total
Service Governmental
General Fund Fund Funds
REVENUES
Taxes:
Property taxes $ 1,865,346 $ 359,336 $ 2,224,682
Specific ownership taxes 93,690 18,068 111,758
Interest on delinquent taxes 1,085 202 1,287
Charges for services 417,383 - 417,383
Permits and fees 384,895 - 384,895
Operating grants 42,150 - 42,150
Earnings on deposits and investments 75,135 - 75,135
Miscellaneous 92,339 - 92,339
Total Revenues 2,972,023 377,606 3,349,629
EXPENDITURES
Personnel 1,487,894 - 1,487,894
General and administrative 308,603 - 308,603
General operating 270,095 10,090 280,185
Ambulance 215,213 - 215,213
Fire prevention 175,298 - 175,298
Pension expense 123,000 - 123,000
Other 13,035 - 13,035
Capital outlay 423,947 - 423,947
Debt service
Principal - 310,000 310,000
Interest - 51,625 51,625
Total Expenditures 3,017,085 371,715 3,388,800
Net Change in Fund Balance (45,062) 5,891 (39,171)
Fund Balance - January 1 4,780,613 184,504 4,965,117
Fund Balance - December 31 $ 4,735,551 $ 190,395 $ 4,925,946

See accompanying notes.
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TELLURIDE FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT
OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

December 31, 2018

Net Change in Fund Balance - Total Governmental Funds

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

Capital outlays are reported as expenditures in the governmental funds; however, in the
Statement of Activities, the cost of capital assets is allocated over their estimated useful life
as depreciation expense:

Capital outlay 423,022

Depreciation expense (428,203)

Principal payment on long-term debt is an expense in the governmental funds and a
reduction to a liability in the Statement of Net Position.

Accrued interest on debt obligations is not reported in the governmental funds but reported
as an expenditure when due in the Statement of Net Position.

December 31, 2017 4,236
December 31, 2018 (3,721)

Amortization of premium on long-term debt is recorded in the Statement of Activities, but
not on the Fund.

GASB 68 Pension expense is not reported in the governmental funds but are reported in the
Statement of Activities.

Compensated absences are recognized as an expenditure in the governmental funds when
they are determined to be payable from current financial resources. In the Statement of
Activities, compensated absences are recognized as an expenditure when earned:

December 31, 2017 40,287
December 31, 2018 (43,250)

(39,171)

(5,181)

310,000

515

9,451

98,670

(2,963)

Change in Net Position of Governmental Activities

See accompanying notes.
- 14 -
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TELLURIDE FIRE PROTECTION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Telluride Fire Protection District (the District) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.

The District’s more significant accounting policies are described below:

Financial Reporting Entity

The District is a political subdivision of the State of Colorado, formed in 1966 for the purpose of
providing fire protection and emergency medical services to the Telluride, Colorado area. The District is
governed by an elected five-member board of directors (the Board).

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 nonfiduciary activities of the District. Governmental activities
are supported by taxes and charges for services. The District has no business-type activities, which rely to
a significant extent on user charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or program. Program revenues include 1) charges to those who purchase, use, or directly
benefit from 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. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Fund Financial Statements

The accounts of the District are organized on the basis of funds. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets, deferred outflows of
resources, liabilities, deferred inflows of resources, fund equity, revenues, and expenditures. Government
resources are allocated to and accounted for in individual funds based upon the purposes for which they
are to be spent and the means by which spending activities are controlled.

Governmental funds are accounted for on a flow of current financial resources basis. Balance sheets for
these funds generally include only current assets and current liabilities. Reported fund balances are
considered a measure of available, spendable resources. Operating statements for these funds present a
summary of available, spendable resources, and expenditures for the period.

For the year ended December 31, 2018, the District has two funds, the General Fund, which is the
District’s primary operating fund that accounts for all financial resources of the District, except those
required to be accounted for in another fund; and the Debt Service Fund, which is the fund that accounts
for principal and interest payments on outstanding bonds of the District. Both funds are considered major
funds. Separate financial statements are provided for governmental funds.

-15 -



Measurement Focus and Basis of Accounting

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 expenditures are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized
as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

The modified accrual basis of accounting is used by all governmental funds. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they become both
measurable and available). “Measurable” means the amount of the transaction can be determined, and
“available” means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Revenues are considered available if collected within 60 days after year
end. Those revenues associated with the current period susceptible to accrual are property taxes, interest
revenue, and charges for services. Grant revenues are recognized as they are earned. All other revenues
are reported when cash is received. Expenditures are recorded when the related fund liability is incurred.
Exceptions to this general rule include principal and interest on general long-term debt which is
recognized when due, and compensated absences which are recognized when the obligations are expected
to be liquidated with available financial resources.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and reported amounts of revenues
and expenditures during the reporting period. Actual results could differ from those estimates.

Investments
Money market funds and external investment pools are stated at cost, which is equal to fair value.

The District invests in certificates of deposit (CDs) with varying lengths of maturity. CDs of the District
have original maturities of greater than 90 days and are presented as investments on the statements. CDs
are reported at cost, which approximates fair value.

Property Taxes

Property taxes for the current year are levied in December of the previous year and attach as a lien on
property the following January 1. They are payable in full by April 30, or in two equal installments due
February 28, and June 15. Property taxes for 2018 are reported as a receivable and deferred inflow of
resources at December 31. The deferred taxes are reported as revenue in the year in which the lien
attaches and they are available and collected.

Restricted Cash
Restricted cash consists of $30,000 that is restricted by a donor in order to be used for CPR-focused
training and equipment purchases.

Capital Assets

Capital assets are stated at cost. Donated assets are recorded at their estimated fair market value at the
date of donation. The District defines capital assets as assets with an initial cost of more than $10,000.
Replacements, which improve or extend the lives of property, are capitalized. Maintenance, repairs, and
equipment replacements of a routine nature are charged to expenditures as incurred and are not
capitalized.
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Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 25 - 50 years
Fire apparatus 20 years
Other equipment 3 - 10 years
Ambulances 10 years
Other vehicles 6 years

Long-term Debt

In the government-wide financial statements, long-term debt is reported as a liability in the statement of
net position. Bond issuance premiums and discounts, as well as losses on refinancing, are deferred and
amortized over the life of the related debt using the straight-line method. Bond obligations payable are
reported net of the applicable bond premium or discount and refinancing losses. Issuance costs, whether
or not withheld from the actual debt proceeds received, are reported as program expenses.

In the fund financial statements, issuance costs are recognized when incurred. The face amount of the
debt issued, premiums, and discounts received on debt issuances are reported as other financing sources
and uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Compensated Absences
Vacation

Full-time employees accumulate vacation time after the first full year of employment. Eligible personnel
accumulate two weeks of vacation after the first full year of employment up to a maximum of eight weeks
(320 hours) after ten years of service. Upon separation, employees receive pay for unused vacation. This
liability is recorded in the government-wide financial statements.

Sick Leave

The District provides for the accumulation of paid sick leave benefits for personnel at the rate of four
hours for each full month worked. Sick leave is accumulated from year to year up to a maximum of ten
days (80 hours). Upon separation, employees do not receive pay for unused sick leave.

Deferred Outflows of Resources and Deferred Inflows of Resources

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources and Net Position (GASB 63), defines the five elements that make up a statement of financial
position to include:

e Assets — resources with a present service capacity under District control

e Deferred Outflows of Resources — consumption of net position by the District that is applicable to
a future reporting period

e Liabilities — present obligations to sacrifice resources

e Deferred Inflows of Resources — acquisitions of net position by the District that is applicable to a
future reporting period

e Net Position — residual of all other elements presented in a statement of financial position

See Note 8 for detail of the composition of the District’s deferred outflows of resources and deferred
inflows of resources related to pensions.
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Net Position

Net position represents the difference between assets, deferred outflows of resources, liabilities, and
deferred inflows of resources. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowing attributable to the
acquisition or construction of improvements of those assets. Net position is reported as restricted when
there are limitations on their use due to external restrictions imposed by creditors, grantors, laws or
regulations of other governments.

Due to and Due from Other Funds
Inter-fund receivables and payables arise from inter-fund transactions and are recorded by all funds
affected in the period in which transactions are executed.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications that comprise
a hierarchy that is based primarily on the extent to which the District is bound to honor constraints on the
specific purposes for which amounts in the respective governmental funds can be spent. The
classifications used in the governmental fund financial statements are as follows:

e Nonspendable: This classification includes amounts that cannot be spent because they are either
(a) not in spendable form or (b) are legally or contractually required to be maintained intact. The
District had nonspendable resources for prepaid maintenance contracts and insurance as of
December 31, 2018 in the amount of $27,543.

e Restricted: This classification includes amounts for which constraints have been placed on the use
of the resources either (a) externally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other governments, or (b) imposed by law
through constitutional provisions or enabling legislation. The District has classified the
Taxpayer’s Bill of Rights (TABOR) emergency reserves as being restricted because their use is
restricted by State Statute. The District has classified the amount restricted for payment of debt
service as being restricted because their use is restricted by the financial institution with which
the District has a revenue bond. The District has classified $30,000 of cash as restricted due to
donor requested use restrictions.

e Committed: This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the District’s Board. These amounts cannot
be used for any other purpose unless the Board removes or changes the specified use by taking
the same type of action (ordinance or resolution) that was employed when the funds were initially
committed. This classification also includes contractual obligations to the extent that existing
resources have been specifically committed for use in satisfying those contractual requirements.
The District did not have any committed resources as of December 31, 2018.

e Assigned: This classification includes amounts that are constrained by the District’s intent to be
used for a specific purpose but are neither restricted nor committed. This intent can be expressed
by the Board or through the Board delegating this responsibility to the District Chief through the
budgetary process. The District had assigned resources for future capital outlay as of December
31, 2018 in the amount of $555,000. Through the budgetary process, this amount has been
assigned for various capital outlay projects.

e Unassigned: This classification includes the residual fund balance for the General Fund.
The District would typically use committed resources first and then assigned resources as appropriate

opportunities arise, but the District reserves the right to selectively spend unassigned resources first to
defer the use of these other classified funds.
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NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE FUND FINANCIAL STATEMENTS

The governmental fund balance sheet includes a reconciliation between fund balance of the governmental
fund and net position of governmental activities as reported in the government-wide statement of net
position. Additionally, the governmental fund statement of revenues, expenditures, and changes in fund
balances includes a reconciliation between the net change in fund balances of the governmental fund and
the changes in net position of governmental activities as reported in the government-wide statement of
activities. These reconciliations detail items that require adjustment to convert from the current resources
measurement and modified accrual basis for government fund statements to the economic resources
measurement and full accrual basis used for government-wide statements.

NOTE 3 - TAX, SPENDING AND DEBT LIMITATIONS

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, commonly known
as TABOR, which has several limitations including revenue raising, spending abilities, debt limitations,
and other specific requirements of state and local governments. TABOR is complex and subject to
judicial interpretation. The District believes it is in compliance with the requirements of TABOR.
TABOR requires a reserve of 3% of the District’s fiscal year spending, excluding bonded debt service. A
portion of the District’s General Fund balance is classified as restricted for emergencies required by
TABOR (see Note 1).

In 1996, the voters authorized the District to increase the mill levy from 1.416 mills to 2.465 mills for
taxes collected in 1997 and subsequent years.

NOTE 4 - BUDGETS
The District adheres to the following procedures in establishing the budgetary data reflected in the
financial statements:

A. Budgets are required by state law.

B. The budget officer is required to submit a proposed budget to the Board by October 15.
C. Public hearings are conducted by the Board to obtain taxpayer comments.
D

. Certification of the mill levies to the Board of County Commissioners and adoption of the budget
and appropriations are required by December 15.

E. Expenditures may not legally exceed appropriations at the fund level. Board approval is required
for changes in the budget. The District amended its originally adopted 2018 budget. The District
expended less than was appropriated during 2018.

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

G. Budgets are adopted on the modified accrual basis of accounting.

NOTE S - DEPOSITS AND INVESTMENTS
The Colorado Public Deposit Protection Act (PDPA) governs the District’s deposits. The statutes specify

eligible depositories for public cash deposits which must be Colorado institutions and must maintain
federal deposit insurance through the Federal Deposit Insurance Corporation (FDIC) on deposits held.
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Each eligible depository with deposits in excess of the insured levels must pledge a collateral pool of
defined eligible assets maintained by another institution or held in trust for all of its local government
depositors as a group with a market value at least equal to 102% of the uninsured deposits. The Colorado
Division of Banking for banks, savings and loan associations is required by statute to monitor the naming
of eligible depositories and reporting of the uninsured deposits and assets maintained in the collateral
pools.

At December 31, 2018, the carrying amount of the District’s deposits with maturities less than one year
consisted of the following:

Bank Carrying
Balance Amount
Cash in checking accounts $ 1,354,272 § 1,357,149

At December 31, 2018, the carrying amount of the District’s deposits with maturities over one year
consisted of the following:

Bank Carrying
Balance Amount
Certificates of deposit $ 451,751  $ 451,751

At December 31, 2018, $500,000 was covered by depositor’s insurance and $1,308,900 was collateralized
under PDPA requirements.

Custodial Credit Risk — Deposits and Investments

Custodial credit risk is the risk that in the event of a bank or investment pool failure, the District would
not be able to recover its deposits or the value of its investments. The District’s deposits and investments
are not deemed to be subject to custodial credit risk as they are covered by the FDIC or are collateralized
under PDPA.

Colorado statutes specify investment instruments meeting defined rating and risk criteria in which local
government entities may invest including: obligations of the United States and certain U.S. government
agency securities; certain international agency securities; general obligation and revenue bonds of U.S.
local government entities; bankers’ acceptances of certain banks; commercial paper; local government
investment pools; written repurchase agreements collateralized by certain authorized securities; certain
money market funds; and guaranteed investment contracts. The District has no investment policy that
would further limit its investment choices.

At December 31, 2018 the District had funds in a local government investment pool called
COLOTRUST. COLOTRUST is an investment vehicle established for local government entities in
Colorado to pool surplus funds for investment purposes. COLOTRUST is routinely monitored by the
Colorado Division of Securities with regard to its operations and investments, which are also subject to
provisions of C.R.S. Title 24, Article 75, Section 6. The fair value of the investments in COLOTRUST is
the same as the value of the pool shares.

COLOTRUST operates similarly to a money market fund and each share is equal in value to $1.00.
Investments include U.S. Treasury and Agency securities, the highest rated commercial paper and
repurchase agreements collateralized by U.S. Treasury and Agency securities. COLOTRUST is rated
AAAm by Standard and Poor’s. Financial statements for COLOTRUST may be obtained on their website
at www.colotrust.com. COLOTRUST is not exposed to custodial credit risk because its existence is not
evidenced by securities that exist in physical or book entry form.
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Fair
Description Credit Quality Rating Maturity Value

COLOTRUST Plus+ AAAm N/A $ 3,116,877

Interest Rate Risk — Investments

Colorado revised statutes limit investment maturities to five years or less unless formally approved by the
Board. The Board has not adopted an investment policy that allows investment maturities greater than
five years.

Concentrations of Credit Risk — Deposits and Investments

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in
a single issuer or institution. The District holds 100% of its cash deposits in one financial institution. The
District holds 88% of its investments in one financial institution, 7% in a second financial institution, and
5% in a third financial institution.

NOTE 6 - CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2018 was as follows:

Balance Balance
December 31, December 31,
2017 Increases Decreases 2018
Non-depreciable capital assets
Land and land improvements $ 594,122  $ -3 - $ 594,122
Total non-depreciable capital assets 594,122 - - 594,122
Depreciable capital assets
Buildings and improvements 4,105,180 - - 4,105,180
Fire apparatus, ambulances and other vehicles 5,470,159 70,665 - 5,540,824
Other fire support equipment 607,632 352,357 - 959,989
Total depreciable capital assets 10,182,971 423,022 - 10,605,993
Less accumulated depreciation for:
Buildings and improvements (2,077,140) (85,785) - (2,162,925)
Fire apparatus, ambulances and other vehicles (2,447,787) (252,634) - (2,700,421)
Other fire support equipment (409,991) (89,784) - (499,775)
Total accumulated depreciation (4,934,918) (428,203) - (5,363,121)
Total capital assets being depreciated, net 5,248,053 (5,181) - 5,242,872
Total capital assets, net depreciation $ 5842,175 § (5,181) § - $ 5836994

Depreciation expense was charged to functions/programs of the District as follows: ambulance $89,784;
fire prevention $252,634; and general operating $85,785.

NOTE 7 - LONG-TERM LIABILITIES

Land Leases

The District leases land from the Town of Telluride (the Town) on which the District's main facility
resides, under an agreement dated June 17, 1997. The lease expires June 30, 2085 and requires an annual
rental of $10. The building and improvements, excluding equipment, are part of the leased premises. The
District has the first right of refusal to purchase the leased premises should the Town desire to sell the
leased premises.
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The District has an intergovernmental agreement with the Mountain Village Metropolitan District and the
Town of Mountain Village, dated August 8, 2010, relating to ownership of a joint service facility on land
owned by the District located in Mountain Village, Colorado. The agreement continues indefinitely,
subject to annual appropriation by the entities. Each entity has an undivided ownership interest in the joint
facility in accordance with the following percentages:

Telluride Fire Protection District 54%
Town of Mountain Village 46%

The District leases land from San Miguel County, Colorado for a facility in Placerville, Colorado. The
lease, dated December 18, 1984, is for a period of 99 years and requires no rental payments.

General Obligation Bonds

In February 2013, the District issued General Obligation Refunding Bonds, Series 2013 (GO Refunding
Bonds 2013) of $3,080,000. Principal is payable annually on December 1 beginning on December 1,
2015, with interest (rates from 2.0% to 2.5%) payable semiannually beginning June 1, 2013 and semi-
annually thereafter maturing on December 1, 2024. The net proceeds were used to advance refund the GO
Bonds 2004 maturing on and after December 1, 2015. Additionally, the total proceeds received by the
District included a net reoffering premium of $113,416 and proceeds from the sale of registered B
coupons amounting to $210,022. The premium is amortized over the life of the GO Refunding Bonds
2013. All of the taxable property in the District is subject to the levy of an ad valorem tax to pay the
principal of, interest on, and premium, if any, on the GO Refunding Bonds 2013 without limitation as to
rate and in an amount sufficient to pay the Bonds when due.

The minimum future obligations on the GO Refunding Bonds 2013, are as follows:

Year Principal Interest Total

2019 310,000 44,650 354,650
2020 315,000 38,450 353,450
2021 320,000 32,150 352,150
2022 335,000 25,750 360,750
2023 340,000 17,375 357,375
2024 and thereafter 355,000 8,875 363,875

Total minimum future obligations payments ~$ 1,975,000 3 167,250 § 2,142,250

Changes in long-term liabilities:

Balance Balance
December December Due Within
31,2017 Additions Reductions 31,2018 One Year
GO refunding bonds 2013 $ 2,285,000 $ - $ (310,000) $ 1,975,000 $ 310,000
Original issue premium, net 66,161 - (9,451) 56,710 -
Long-term debt 2,351,161 - (319,451) 2,031,710 310,000
Accrued compensated absences 40,287 35,339 (32,376) 43,250 -

Total long-term liabilities ~ $ 2,391,448 § 35,339 $ (351,827) $ 2,074,960 $ 310,000

Interest expense of $41,657 on long-term debt has been included in the direct expenses of individual
functions on the government-wide statement of activities. Authorization for general long-term debt is
specific to a particular purpose; thus, an objective connection can be made to a specific program. All
interest on long-term debt is reported as a direct expense of the program for which borrowing is related.
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NOTE 8 - PENSION PLANS

Paid Full-Time Personnel

The District participates in the Statewide Defined Benefit Plan (SWDB Plan), a cost-sharing multiple-
employer defined benefit pension fund administered by the Fire and Police Pension Association (FPPA).
The net pension asset, deferred outflows of resources and deferred inflows of resources related to
pensions, pension expense, information about the fiduciary net position, and additions to/deductions from
the fiduciary net position of the SWDB Plan have been determined using the economic resources
measurement focus and the accrual basis of accounting. 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. Eligible employees of the District are provided with
pensions through the SWDB Plan. FPPA issues a publicly available comprehensive annual financial
report that can be obtained on FPPA’s website at http:/fppaco.org.

FPPA provides retirement, disability, and survivor benefits. Retirement benefits are determined by the
amount of service credit earned and/or purchased, highest average salary, the benefit structure(s) under
which the member retires, the benefit option selected at retirement, and age at retirement. Retirement
eligibility is specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714. A member is eligible
for a normal retirement pension once the member has completed twenty-five years of credited service and
has attained the age of 55.

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.
The benefit earned prior to January 1, 2007 for members of affiliated Social Security employers will be
reduced by the amount of Social Security income payable to the member annually. Effective January 1,
2007, members currently covered under Social Security will receive half the benefit when compared to
the SWDB Plan. 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.

A member is eligible for an early retirement at age 50 or after 30 years of service. The early 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 SWDB 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.

The SWDB 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 the SWDB 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 election of the membership.

Members of the SWDB 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 in 2017. In 2014, the members
elected to increase the member contribution rate to the SWDB 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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At December 31, 2017, the total pension asset for the SWDB Plan was $2,269,410,684, the plan fiduciary
net position was $2,413,276,447, the net pension liability was $143,865,763, and the plan fiduciary net
position as a percentage of the total pension liability was 106.3 percent.

At December 31, 2017, the District’s proportion of the net pension liability of the SWDB Plan was
0.1071 percent, which was a decrease of 0.0121 percent from its proportion measured as of December 31,
2016.

At December 31, 2018, the District reported a net asset of $154,078 for its proportionate share of the
SWDB Plan net pension asset. The net pension asset was measured as of December 31, 2017. The
collective total pension liability used to calculate the net pension asset was determined by an actuarial
valuation as of January 1, 2018. The actuarially determined contributions as of December 31, 2017 are
based on the January 1, 2017 actuarial valuation. For the year ended December 31, 2018, the District
recognized pension income of $62,093 related to the SWDB Plan.

Employer contributions recognized by the SWDB Plan from the District were $50,116 for the year ended
December 31, 2017.

At December 31, 2017, the District reported deferred outflows of resources and deferred inflows of
resources related to the SWDB Plan from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Net difference b.etween projected and actual S Sls 52315
Investment earnings
Changes in assumptions 23,214 -
lefefence between actual and expected 111,112 1,707
experience
Changes in the employer’s proportion and
differences between the employer’s
contributions (other than those to separately 14.339 )
finance specific liabilities of the individual ’
employer to the plan) and the employer’s
proportionate share of contributions

Total | $ 148,665 | $ 54,022

The deferred outflows of resources and deferred inflows of resources related to pensions are included
with total deferred outflows of resources and total deferred inflows of resources on the statement of net
position. Deferred outflows of resources of $50,116 related to FPPA pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the FPPA net
pension liability in the year ending December 31, 2019. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense as
follows:

Amounts Recognized
For the years ending December 31, in Pension Expense
2018 $ 18,258
2019 $ 15,875
2020 $ (6,360)
2021 $ (14,606)
2022 $ 16,370
Thereafter $ 50,768
Total $ 80,305
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The actuarial valuations for the SWDB Plan were used to determine the total pension liability and
actuarially determined contributions for the fiscal year ended December 31, 2017. The valuation used the
following actuarial assumption and other inputs:

Actuarial Method Entry Age Normal
Amortization Method Level % of Payroll, Open
Amortization Period 30 Years
Long-term Investment Rate of Return* 7.5%
Projected Salary Increases™ 4.0% - 14.0%

Cost of Living Adjustments (COLA) 0.0%
*Includes Inflation at 2.5%

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 return (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. 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, 2017, are summarized in the following table.

Asset Class Target Allocation Long-Term Expected Rate of Return
Global Equity 37.0% 8.33%
Equity Long/Short 9.0% 7.15%
Iliquid Alternatives 24.0% 9.70%
Fixed Income 15.0% 3.00%
Absolute Return 9.0% 6.46%
Managed Futures 4.0% 6.85%
Cash 2.0% 2.26%
Total 100.0%

Discount rate. The discount rate used to measure the total pension asset 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 Board's funding policy, which
establishes the contractually required rates under Colorado statutes. Based on those assumptions, the
SWDB 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.

-25 -



Projected benefit payments are required to be discounted to their actuarial present values using a Single
Discount Rate that reflects (1) a long-term expected rate of return on pension plan investments (to the
extent that the plan's fiduciary net position is projected to be sufficient to pay benefits) and (2) tax-exempt
municipal bond rate based on an index of 20-year general obligation bonds with an average AA credit
rating as of the measurement date (to the extent that the plan's projected fiduciary net position is not
sufficient to pay benefits).

For the purpose of this valuation, the expected rate of return on pension plan investments is 7.50 percent;
the municipal bond rate is 3.31 percent (based on the weekly rate closest to but not later than the
measurement date of the "state & local bonds" rate from Federal Reserve statistical release (H.15)), and
the resulting Single Discount Rate is 7.50 percent.

Sensitivity of the District’s proportionate share of the net pension liability to changes in the discount rate.
Regarding the sensitivity of the District’s net pension asset to changes in the Single Discount Rate, the
following presents the net pension asset, calculated using a Single Discount Rate of 7.50 percent, as well
as what the District’s net pension (asset) / liability would be if it were calculated using a Single Discount
Rate that is one percent lower or one percent higher:

1% Decrease Current Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)
Proportionate share of the net pension (asset) liability $ 167,745 | $ (154,078) $ (421,310)

Pension plan fiduciary net position. Detailed information about the SWDB’s fiduciary net position is
available in FPPA’s comprehensive annual financial report which can be obtained at
www.coFPPA.org/investments/FPPA-financial-reports.

Volunteer Firefighters

The FPPA administers an agent multiple-employer Public Employee Retirement System (PERS). The
PERS represents the assets of numerous separate plans that have been pooled for investment purposes.
The pension plans have elected to affiliate with FPPA for plan administration and investment only. FPPA
issues a publicly available comprehensive annual financial report that can be obtained at FPPAco.org.
Once in the site, locate the site map at the bottom of the web page and you will find the ‘Annual Report’
link.

The District is trustee of a single-employer defined benefit pension plan for all volunteer firefighters
(Volunteer Plan). The Volunteer Plan is administered by the FPPA. The Volunteer Plan’s Board of
Trustees is comprised of the District’s Board and firefighters in accordance with Colorado statutes.

The Volunteer Plan provides normal retirement benefits, disability retirement and survivor benefits. Fully
vested firefighters receive the maximum benefit in an amount reviewed every other year during the
actuarial review process. Firefighters who have attained both 50 years of age and completed 20 years of
active service in any fire department in the State of Colorado are fully vested and are eligible for a normal
retirement benefit. Firefighters with 10 to 20 years of service are also eligible for a reduced monthly
benefit based off an amount per year of service that is also reviewed every other year during the actuarial
review process. Upon death, the surviving spouse receives a monthly pension equal to 50 percent of the
benefit previously received, payable until death or remarriage. The District has forty-five retirees,
including beneficiaries, one inactive member, and fifty-eight active members in the Volunteer Plan as of
January 1, 2017, the actuarial valuation date.

At December 31, 2018, the District reported a net pension liability of $817,653 related to the Volunteer
Plan. The net pension liability was measured as of December 31, 2017, and the total pension liability used
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to calculate the net pension liability was determined by an actuarial valuation as of January 1, 2017.
Standard update procedures were used to roll forward the total pension liability to December 31, 2018.

At December 31, 2018 the total pension liability was $2,979,617, the plan fiduciary net position was
$2,161,964, and the plan fiduciary net position as a percentage of the total pension liability was 72.56
percent. For the year ended December 31, 2018, the District recognized pension expense of $134,511
related to the Volunteer Plan.

At December 31, 2018, the District reported deferred outflows of resources and deferred inflows of
resources related to the Volunteer Plan from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

lefer.ence between expected and actual $ 65.102 S )
experience

Changes in assumptions 38,790 -
Net Q1fference bgtween e)fpected and actual 71,300 103,029
earnings on pension plan investments

Total $ 175,192 $ 103,029

The deferred outflows of resources and deferred inflows or resources related to the Volunteer Plan are
included with total deferred outflows of resources and total deferred inflows of resources on the statement
of net position.

Deferred outflows of resources of $123,000 related to the Volunteer Plan, resulting from contributions
subsequent to the measurement date of December 31, 2017 will be recognized as a reduction of the net
pension liability in the year ending December 31, 2018. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense as
follows:

For the years ending December 31,
2019 $ 64,367
2020 $ 50,564
2021 $ (17,010)
2022 $ (25,758)
2023 $ -
Thereafter $ -
Total $ 72,163

Employer contributions are recognized by FPPA in the period in which the compensation becomes
payable to the member and the District is statutorily committed to pay the contributions to FPPA.
Employer contributions recognized by the FPPA from the District were $123,000 for the year ended
December 31, 2018.

Actuarially determined contribution rates are calculated as of January 1 of odd numbered years. The
actuarial valuation as of January 1, 2015, determines the contribution amounts for 2016 and 2017.
Methods and assumptions used to determine contribution rates for the year ended December 31, 2017
were as follows:
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Actuarial Cost Method Entry Age Normal

Amortization Method Level Dollar, Open*

Remaining Amortization Period 20 Years*

Asset Valuation Method 5-Year smoothed fair value

Inflation 3.00%

Salary Increases N/A

Investment Rate of Return 7.50%

Retirement Age 50% per year of eligibility until 100% at age 65.

Mortality Pre-retirement: RP-2014 Mortality Tables for Blue Collar Employees,

projected with Scale BB, 55% multiplier for off-duty mortality. Increased
by 0.00020 for on-duty related Fire and Police experience. Post-
retirement: For ages less than 55, RP-2014 Mortality Tables for Blue
Collar Healthy Annuitants. For ages 55 through 64, a blend of the
previous tables. All tables are projected with Scale BB. Disabled: RP-
2014 Disabled Generational Mortality Table generationally projected with
Scale BB with a minimum 3% rate for males and 2% rate for females.

* Plans that are heavily weighted with retiree liabilities use an amortization period based on the expected
remaining lifetime of the participants.

Development of the single discount rate. Projected benefit payments are required to be discounted to their
actuarial present values using a Single Discount Rate that reflects (1) a long-term expected rate of return
on pension plan investments (to the extent that the plan's fiduciary net position is projected to be
sufficient to pay benefits) and (2) tax-exempt municipal bond rate based on an index of 20-year general
obligation bonds with an average AA credit rating as of the measurement date (to the extent that the plan's
projected fiduciary net position is not sufficient to pay benefits).

For the purpose of this valuation, the long-term expected rate of return on pension plan investments is
7.50 percent; the municipal bond rate is 3.31 percent (based on the weekly rate closest to but not later
than the measurement date of the "state & local bonds" rate from Federal Reserve statistical release
(H.15)); and the resulting Single Discount Rate is 7.50 percent.

Long-term expected return on plan assets. 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 return (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. 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, 2017 are summarized in the following
table:

Asset Class Target Allocation Longﬁii?ol;:’gjeiit:: Real
Global Equity 37.00% 8.33%
Equity Long/Short 9.00% 7.15%
Fixed Income 15.00% 3.00%
Absolute Return 9.00% 6.46%
Private Capital 24.00% 9.70%
Cash 2.00% 2.26%
Total 96.00%
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Sensitivity of the District’s proportionate share of the net pension liability to changes in the discount rate.
The following presents the proportionate share of the net pension liability calculated using the discount
rate of 7.50 percent, as well as what the 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:

1% Decrease Current Discount 1% Increase
(6.50%) Rate (7.50%) (8.50%)
Proportionate share of the net pension liability $1,125,060 $817,653 $557,638

Deferred Compensation Retirement Plan

Plan Description: The District offers its employees a deferred compensation plan (the Compensation
Plan), created in accordance with Internal Revenue Code Section 457, administered by the FPPA. The
Compensation Plan, available to all District employees, permits them to defer a portion of their salary
until future years. The deferred compensation is not available to employees until termination, retirement,
death, or an unforeseeable emergency.

All property and rights purchased with those amounts, and all income attributable to those amounts,
property, or rights are (until paid or made available to the employee or other beneficiary) held in the
Compensation Plan trusts for the exclusive benefit of participants and their beneficiaries. FPPA is trustee
of the trusts. The District has no ownership interest in the Compensation Plan nor is the District liable for
losses under the Compensation Plan.

NOTE 9 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; injuries to employees; and natural disasters. These risks are covered by commercial insurance
purchased from independent third parties. Settled claims have not exceeded this commercial coverage in
any of the past three years.
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GENERAL FUND

For the year ended December 31, 2018

Favorable
Original Final (Unfavorable)
Budget Budget Actual Variance
REVENUES
Taxes:
Property taxes $ 1,933,369 $ 1,933,369 $ 1,865,346 $ (68,023)
Specific ownership taxes 60,000 60,000 93,690 33,690
Interest on deliquent taxes - - 1,085 1,085
Charges for services 500,000 413,000 417,383 4,383
Wildland cooperator reimbursement - 345,600 345,604 4
Permits and fees 40,000 40,000 39,291 (709)
Capital grants - 42,000 42,150 150
Earnings on deposits and investments 20,000 75,000 75,135 135
Miscellaneous 20,000 42,100 92,339 50,239
Total Revenues 2,573,369 2,951,069 2,972,023 20,954
EXPENDITURES
Personnel 1,130,665 1,445,000 1,487,894 (42,894)
General and administrative 348,501 310,608 308,603 2,005
General operating 340,000 270,000 270,095 (95)
Ambulance 240,500 213,200 215,213 (2,013)
Fire prevention 149,500 173,500 175,298 (1,798)
Pension expense 123,000 123,000 123,000 -
Other 114,500 104,500 13,035 91,465
Capital outlay 468,000 425,000 423,947 1,053
Total Expenditures 2,914,666 3,064,808 3,017,085 47,723
Deficiency of Revenues Under Expenditures (341,297) (113,739) (45,062) 68,677
Net Change in Fund Balance  §  (341,297) § (113,739) (45,062) 8 68,677
Fund Balance - January 1 4,780,613
Fund Balance - December 31 $ 4,735,551

See accompanying notes.
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION ASSET OF THE FPPA STATEWIDE DEFINED BENEFIT
PENSION PLAN

As of December 31, *

2017 2016 2015 2014
District's proportion of the net pension asset 0.1071% 0.1192% 0.1151% 0.1190%
District's proportionate share of the net pension asset (liability) $ 154,078 $ (43,055) % 2,029 $ 134,314
District's covered payroll $ 634,144 $ 610,168 $ 557,941 $ 535,199
District's proportionate share of the net pension asset (liability) as a percentage of its covered payroll 24.30% 7.06% 0.36% 25.10%
Plan fiduciary net position as a percentage of the total pension asset (liability) 106.30% 98.21% 100.10% 106.80%

* The amounts presented for the years shown above were determined as of and for the calendar years ended December 31, 2017, 2016, 2015, and 2014 (the Plan's measurement periods) occurring
prior to the District's calendar years ended December 31, 2018, 2017, 2016, and 2015 in accordance with Government Accounting Standards Board Statement No. 68, Accounting and Financial
Reporting for Pensions .
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT CONTRIBUTIONS TO THE FPPA STATEWIDE DEFINED BENEFIT PENSION PLAN

For the Years Ended December 31,

Statutorily required contribution

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

District's covered payroll

Contributions as a percentage of covered payroll

2018 2017 2016 2015
$ 50,116  $ 48,785 S 48,785 S 44,635
(50,116) (48,785) (48,785) (44,635)
$ - $ - $ - $ -
$ 654945 S 634,144 S 610,168 $ 557,941
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION

VOLUNTEER PLAN SCHEDULE OF CHANGES IN NET PENSION LIABILITY / (ASSET) AND RELATED RATIOS
LAST 10 YEARS (to be built prospectively)

For the Year Ended December 31, 2018

Measurement period ending December 31:

Total Pension Liability

Service cost

Interest on the total pension liability

Difference between expected and actual experience of the total pension liability
Changes of assumptions

Benefit payments

Net change in total pension liability

Total pension liability - beginning
Total pension liability - ending

Plan Fiduciary Net Position

Employer contributions

Net investment income

Benefit payments

Pension plan administrative expense

State of Colorado supplemental discretionary payment
Net change in plan fiduciary net position

Plan fiduciary net position - beginning (market value of assets at beginning of year)
Plan fiduciary net position - ending (market value of assets at end of year)

Net Pension Liability
Plan Fiduciary Net Position as a Percentage of Total Pension Liability
Covered Payroll

Net Pension Liability as a Percentage of Covered Payroll
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2017 2016 2015 2014

$ 28376 S 29492 $ 29492 30,103
214,109 196,579 194,198 184,998

- 129,780 - 83,910

- 80,440 - -
(203,760) (200,317) (183,887) (168,477)
38,725 235,974 39,803 130,534
2,940,892 2,704,918 2,665,115 2,534,581

$ 2979617 $ 2,940,892 $ 2704918 $ 2,665,115
$ 123,000 $ 123,000 $ 123,000 $ 123,000
271,830 93,928 31,605 105,141
(203,760) (200,317) (183,887) (168,477)
(22,030) (3,078) (4,993) (2,855)
69,156 69,156 91,969 91,969
238,196 82,689 57,694 148,778
1,923,768 1,841,079 1,783,385 1,634,607

$ 2161964 $ 1923768 $ 1,841,079 § 1,783,385
817,653 1,017,124 863,839 881,730
72.56% 65.41% 68.06% 66.92%

N/A N/A N/A N/A

N/A N/A N/A N/A



TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION
VOLUNTEER PLAN SCHEDULE OF CONTRIBUTIONS
LAST 10 YEARS (to be built prospectively)

For the Year Ended December 31, 2018

Actual
Actuarially Contribution Contribution as a
FY Ended Determined Actual Deficiency % of Covered
December 31, Contribution Contribution * (Excess) Covered Payroll Payroll
(a) (®) (c) @=(b)-(c) (e) ®

2017 104,620 $ 192,156 $ (87,536) N/A N/A
2016 104,620 $ 192,156 $ (87,536) N/A N/A
2015 122,564 $ 214,969 $ (92,405) N/A N/A
2014 122,564 $ 214,969 $ (92,405) N/A N/A

* Includes both employer and State of Colorado Supplemental Discretionary Payment.
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — DEBT SERVICE FUND

For the year ended December 31, 2018

Favorable
Original and (Unfavorable)
Final Budget Actual Variance
REVENUES
Taxes:
Property taxes $ 372,763 $ 359,336 $ (13,427)
Specific ownership taxes - 18,068 18,068
Interest on delinquent taxes - 202 202
Total Revenues 372,763 377,606 4,843
EXPENDITURES
General operating 11,183 10,090 1,093
Debt service
Principal 310,000 310,000 -
Interest 51,580 51,625 (45)
Total Expenditures 372,763 371,715 1,048
Excess of Revenues Over Expenditures - 5,891 5,891
Net Change in Fund Balance $ - 5,891 $ 5,891
Fund Balance - January 1 184,504
Fund Balance - December 31 $ 190,395

See accompanying notes.
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE — GENERAL FUND

For the years ended December 31, 2018, 2017, and 2016

2018 2017 2016
REVENUES
Taxes:
Property taxes $ 1,865,346 $ 1,823,682 $ 1,745,221
Specific ownership taxes 93,690 79,235 68,361
Interest on delinquent taxes 1,085 3,323 2,403
Charges for services 417,383 494,430 547,651
Permits and fees 384,895 86,791 60,057
Capital grants 42,150 35,213 57,974
Earnings on deposits and investments 75,135 42,219 31,726
Miscellaneous 92,339 128,109 108,986
Total Revenues 2,972,023 2,693,002 2,622,379
EXPENDITURES
Personnel 1,487,894 1,226,457 1,117,451
Capital outlay 423,947 1,534,178 621,881
General and administrative 308,603 230,303 378,795
General operating 270,095 266,561 297,439
Ambulance 215,213 259,061 197,160
Fire prevention 175,298 156,015 83,457
Pension expense 123,000 123,000 123,000
Other 13,035 15,030 6,055
Total Expenditures 3,017,085 3,810,605 2,825,238
Excess (Deficiency) of Revenue Over Expenditures (45,062) (1,117,603) (202,859)
OTHER FINANCING SOURCES
Proceeds from sale of capital assets - 32,808 -
Total Other Financing Sources - 32,808 -
Net Change in Fund Balance (45,062) (1,084,795) (202,859)
Fund Balance - January 1 4,780,613 5,865,408 6,068,267
Fund Balance - December 31 $ 4,735,551 $ 4,780,613 $ 5,865,408

See accompanying notes.
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TELLURIDE FIRE PROTECTION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE — DEBT SERVICE FUND

For the years ended December 31, 2018, 2017, and 2016

2018 2017 2016
REVENUES
Taxes:
Property taxes $ 359,336 $ 364,529 $ 367,844
Specific ownership taxes 18,068 15,854 14,420
Interest on delinquent taxes 202 627 1,102
Total Revenues 377,606 381,010 383,366
EXPENDITURES
General operating 10,090 10,992 11,070
Debt service
Principal 310,000 300,000 295,000
Interest 51,625 56,976 63,560
Total Expenditures 371,715 367,968 369,630
Net Change in Fund Balance 5,891 13,042 13,736
Fund Balance - January | 184,504 171,462 157,726
Fund Balance - December 31 $ 190,395 $ 184,504 $ 171,462

See accompanying notes.
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