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Independent Auditors’ Report

Board of Directors
Grand Lake Metropolitan Recreation District
Grand Lake, Colorado

Report On The Financial Statements

We have audited the accompanying financial statements of the Grand Lake Metropolitan
Recreation District (the District), as of and for the years ended December 31, 2018 and
2017, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility For The Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
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Board of Directors
Grand Lake Metropolitan Recreation District

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the District as of December 31, 2018 and 2017, and the
changes in its financial position and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the management’s discussion and analysis on pages i1 through vi and the budgetary
comparison information on page 22 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, which 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 audits 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.
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Board of Directors
Grand Lake Metropolitan Recreation District

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements as a whole. The schedule of revenues and expenditures - budget (non-GAAP
budgetary basis) and actual - 2017 is presented for purposes of additional analysis and is
not a required part of the basic financial statements. The information is the responsibility
of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The 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.

@WMP

May 24, 2019
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GRAND LAKE METROPOLITAN RECREATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the District’s annual financial report presents their analysis of the District’s financial
performance during the Fiscal Year ended December 31, 2018. Please read it in conjunction with the
audited financial statements prepared by Rubin Brown
FINANCIAL HIGHLIGHTS

e The District’s total assets decreased by $266,306 or about 5.82%.

e The District’s total liabilities decreased $352,949 or about 11.07%.

e The District’s net equity (total assets minus total liabilities) increased $62,666 or about 6.85%

e During the year the District’s operating revenues increased $58,476 or about 6.03%.

e A $3,995,000 General Obligation Bond issue was passed at the May 2006 election and was
refinanced in August 2012 in the aggregate principal amount of $3,540,000.

OVERVIEW OF THE FINANCIAL STATEMENTS
This annual report consists of three parts:

e Management’s Discussion and Analysis.

¢ Financial Statements

e Supplementary Information

The financial statements also include notes that explain in more detail some of the information in the
financial statements.

REQUIRED FINANCIAL STATEMENTS

The financial statements of the District report information about the District using accounting methods
similar to those used by private sector companies. These statements offer short and long term financial
information about its activities.



Statement of Net Position (Balance Sheet)

The Statement of Net Position or Balance Sheet provides information about the nature and amounts of
investments in resources (assets) and obligations to District creditors (liabilities). It also provides the
basis evaluating the capital structure of the District and assessing the short and long term debt of the
District.

Statement of Revenues, Expenses and Changes in Net Position (Income Statement)
This statement measures the results of the District’s operations over the past year and can be used to
determine what percentage of the District’s costs are recovered through its user fees and other charges.

Statement of Cash Flows

The final required financial statement is the Statement of Cash Flows. The primary purpose of this
statement is to provide information about the District’s cash receipts and payments during the reporting
period. This statement reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities. It also provides answers to such questions as, where did
the cash come from, how cash was used, and what was the change in cash balance during the reporting
period.

FINANCIAL ANALYSIS OF THE DISTRICT

One of the most important questions asked about the District’s finances is “Is the District as a whole
better off or worse off as a result of this year’s activities?” The Statement of Net Position and the
Statement of Revenues, Expenses and Changes in Net Position report information about the District’s
activities in a way that can help answer that question. These two statements report the net assets of the
District and changes in them. The District’s net assets also known as equity which is the difference
between assets and liabilities, is one way to measure financial health or financial position. Over time,
increases in the District’s net assets are one indicator that the District’s financial health is improving.
However, you will need to consider other non-financial factors such as changes in economic conditions,
population growth, or changed governmental legislation.

1



NET ASSETS

As part of our analysis, provided is a summary of the District’s statement of net assets presented below.

Condensed Balance Sheet

2017 2018 $ Change % Change

Current Assets $1,397,857 $1,410,553  $12,696 0.91%
Property & Equipment 2,935,754 2,643,580 ($292,174) -9.95%
Other Assets 243,545 256,717  $13,172 5.41%

Total Assets $4,577,156 $4,310,850 ($266,306) -5.82%
Current Liabilities $396,229  $408,117  $11,888 3.00%
Long Term Liabilities 2,791,387 2,426,550 ($364,837) -13.07%

Total Liabilities $3,187,616 $2,834,667 ($352,949) -11.07%
Invested in Capital Assets,

Net of Related Debt (27,567) (34,869)  ($7,302) 26.49%
Restricted Assets

Debt service 175,191 175,601 $410 0.23%

TABOR Amendment 43412 42,426 ($986) -2.27%

Conservation Trust Fund 68,354 81,116 $12,762 18.67%
Unrestricted Net Assets 655,448 713,230  $57,782 8.82%

Total Net Assets $914,838  $977,504  $62,666 6.85%

Condensed Statements of Income and Changes in Net Assets

2017 2018 $ Change % Change

Operating Revenue $837,761  $888,237 $50,476 6.03%
Non-Operating Revenue 656,756 626,642 ($30,114) -4.59%
Total Revenue $1,637,847 $1,514,879 ($122,968) -7.51%
Depreciation Expense 311,543 292,175 ($19,368) -6.22%
Operating Expenses 1,140,566 1,160,038 $19,472 1.71%
Non-Operating Expenses 148,256 130,207 ($18,049) -12.17%
Total Expenses $1,600,365 $1,582,420 ($17,945) -1.12%
Change in Net Assets 42,408 62,666 $20,258 47.77%
Beginning Net Assets 872,430 914,838 $42,408 4.86%
Ending Net Assets $914,838 $977,504 $62,666 6.85%
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As can be seen from the chart above, total assets decreased $266,306 in 2018 mainly due to the
depreciation. Some of current assets were invested in the Colorado Surplus Asset Fund Trust (CSAFE)
which is an investment vehicle established by state statute for local government entities in Colorado to
pool surplus funds for investment purposes. Long Term Liabilities decreased by $352,949 due to the
yearly payments on the 2003 Revenue Refunding and Improvement Bond and the 2012 General
Obligation Bond.

While the Statement of Net Assets shows the change in financial position of net assets, the Statement of
Revenues, Expenses and Changes in Net Position provides answers as to the nature and source of these
changes. As can be seen in the table below, 2018 total revenues of $1,514,879 less 2018 total expenses
of $1,582,420 results in a positive change in net assets of $62,666 which is an increase from 2017 of
$42,408.

The following table shows the amount and percent that operating costs are recovered through fees and
charges.

Cost Recovery through Fees and Charges

2017 2018 $ Change % Change
Operating Revenue $837,761  $888,237 $50,476 6.03%
Operating Expenses 1,140,566 1,160,038 $19,472 1.71%

% Cost Recover Through
Operating Fees and Charges 73.50% 76.60%

BUDGETARY HIGHLIGHTS

As required by State Law, the District adopts a budget and appropriates funds for the following year by
December 15, of each year. If an amendment is necessary, the Board will approve a supplemental
appropriation at a public hearing and file it with the State of Colorado. Budget to actual statements are
included as Supplemental Information in the audited financial statements.
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CAPITAL ASSETS AND DEBT ADMINISTRATION
At the end of 2018, the District had invested $2,643,579 in capital assets which represents a broad range
of infrastructure on the Golf Course and Touring Center as well as other assets in the Maintenance

Department, Lounge / Restaurant, Touring Center, and General Recreation, as shown in the table below.

Capital Asset Sheet

2017 2018 $ Change

Capital Assets, not being depreciated

Land $1,357,666 $1,357,666 $0
Water Rights 41,800 41,800 $0
Total Assets, not being depreciated 1,399,466 1,399,466 $0

Capital Assets, being depreciated

Building 1,614,275 1,614,275 $0
Improvements 1,783,297 1,783,297 $0
Equipment 1,804,517 1,804,517 $0
Total Assets, being depreciated 5,202,089 5,202,089 $0
Less Accumulated Depreciation (3,665,801) (3,957,976) ($292,175)
Total Depreciable Capital Assets, Net 1,536,288 1,244,113  ($292,175)
Total Capital Assets $2,935,754 $2,643,579 ($292,175)

As can be seen in the chart above, the Net Total Assets have decreased by $292,175.



LONG TERM DEBT

At year-end, the District had $2,793,119 in long term debt and capital leases, down from $3,147,764 in
2017 for a decrease of $345,645 or about 11.27%. As can be seen in the chart below, there were
decreases in obligations for the Revenue Bond, General Obligation Bond.

Condensed Statements of Long Term Debt

2017 2018 $ Change % Change
Golf Course Revenue Bonds $190,000 $160,000  ($30,000) -15.79%
Golf Course General Obligation Bonds 2,773,321 2,518,449 ($254,872) -9.19%
Capital Leases 184,443 114,670 ($69,773) -37.83%

Total Long Term Debt & Capital Leases $3,147,764 $2,793,119 ($354,645) -11.27%

ECONOMIC FACTORS

Since the Grand Lake Metropolitan Recreation District’s business is outdoor recreation, the weather
plays a huge part of the fee based or operating revenues. Factors that impacted 2018 revenues are:
favorable weather, as well as property fire resulting in a loss of three business days.. Other economic
factors that affect revenues are inflation, price of gas and overall health of the economy. The District
continues their competitive pricing and marketing in hopes to offset any negative impact of the
economy.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

STATEMENT OF NET POSITION
December 31, 2018 And 2017

Page 1 Of 2

Assets And Deferred Outflows Of Resources

2018 2017
Current Assets
Cash and cash equivalents 247,266 179,817
Investments 391,355 383,182
Receivables:
Property tax 687,914 685,160
Other 20,196 69,997
Inventory 29,995 39,141
Prepaid insurance and other 32,862 39,595
Deposits 965 965
Total Current Assets 1,410,553 1,397,857
Property And Equipment
Nondepreciable 1,399,466 1,399,466
Depreciable, net of accumulated depreciation 1,244,114 1,536,288
Net Property And Equipment 2,643,580 2,935,754
Other Assets
Restricted cash and cash equivalents 141,318 128,556
Restricted investments 115,399 114,989
Total Other Assets 256,717 243,545
Total Assets 4,310,850 4,577,156
Deferred Outflows Of Resources
Deferred loss on 2012 Refunding General Obligation Bonds, net 189,235 210,458
Total Assets And Deferred Outflows Of Resources 4,500,085 4,787,614

See the notes to financial statements.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

STATEMENT OF NET POSITION
December 31, 2018 And 2017
Page 2 Of 2

Liabilities, Deferred Inflows Of Resources And Net Position

2018 2017
Current Liabilities
Accounts payable $ 19,435 $ 19,039
Accrued liabilities 22,113 20,812
Bonds payable - current portion 299,872 284,872
Capital lease payable - current portion 66,697 71,506
Total Current Liabilities 408,117 396,229
Long-Term Liabilities
Bonds payable 2,378,677 2,678,449
Capital lease payable 47,973 112,938
Total Long-Term Liabilities 2,426,550 2,791,387
Total Liabilities 2,834,667 3,187,616
Deferred Inflows Of Resources
Deferred property tax revenue 687,914 685,160
Net Position
Net investment in capital assets (34,869) (27,567)
Restricted for:
Debt service 175,601 175,191
TABOR 42,426 43,412
Conservation trust funds 81,116 68,354
Unrestricted 713,230 655,448
Total Net Position $ 977,504 $ 914,838

See the notes to financial statements. Page 5



GRAND LAKE METROPOLITAN RECREATION DISTRICT

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
For The Years Ended December 31, 2018 And 2017

2018 2017
Operating Revenues
Golf course and other recreation $ 754,173 $ 704,235
Lounge and restaurant 134,064 133,526
Total Operating Revenues 888,237 837,761
Operating Expenses
Golf course and other recreation 828,747 860,414
Lounge and restaurant 218,078 184,998
Administration 113,213 95,154
Depreciation 292,174 311,543
Total Operating Expenses 1,452,212 1,452,109
Operating Loss (563,975) (614,348)
Nonoperating Revenues (Expenses)
Property taxes 652,554 712,919
Specific ownership taxes 48,991 48,013
Conservation Trust funds 12,641 12,308
Interest income 8,924 4,728
Loss on disposal of asset — (4,926)
Miscellaneous 33,739 27,044
Interest expense (97,569) (107,684)
Treasurer’s fees (32,639) (35,646)
Total Nonoperating Revenues 626,641 656,756
Changes In Net Position 62,666 42,408
Net Position, Beginning Of Year 914,838 872,430
Net Position, End Of Year $ 977,504 $ 914,838

See the notes to financial statements. Page 6



GRAND LAKE METROPOLITAN RECREATION DISTRICT

STATEMENT OF CASH FLOWS
For The Years Ended December 31, 2018 And 2017

Page 1 Of 2
2018 2017

Cash Flows From Operating Activities

Cash received from customers $ 938,037 $ 798,386

Cash paid to suppliers (538,340) (540,878)

Cash paid to employees (587,770) (588,689)
Net Cash Used In Operating Activities (188,073) (331,181)
Cash Flows From Noncapital Financing Activities

Cash received from taxes 702,645 747,404

Conservation Trust funds received 12,641 12,308
Net Cash Provided By Noncapital Financing Activities 715,286 759,712
Cash Flows From Capital And Related Financing Activities

Cash paid to acquire capital assets — (22,445)

Principal paid on debt (349,774) (350,749)

Interest paid on bonds (97,569) (107,684)
Net Cash Used In Capital And Related Financing Activities (447,343) (480,878)
Cash Flows From Investing Activities

Redemption of investments — 100,000

Purchase of investments (8,583) (319,457)

Increase (decrease) in restricted cash (12,762) 30,912

Interest income 8,924 4,728
Net Cash Used In Investing Activities (12,421) (183,817)
Net Increase (Decrease) In Cash And Cash Equivalents 67,449 (236,164)
Cash And Cash Equivalents, Beginning Of Year 179,817 415,981
Cash And Cash Equivalents, End Of Year $ 247,266 $ 179,817

See the notes to financial statements. Page 7



GRAND LAKE METROPOLITAN RECREATION DISTRICT

STATEMENT OF CASH FLOWS
For The Years Ended December 31, 2018 And 2017
Page 2 Of 2

2018 2017
Reconciliation Of Operating Loss To Net Cash Used In
Operating Activities
Operating loss $ (563,975) $ (614,348)
Adjustments To Reconcile Operating Loss To Net Cash
Depreciation 292,174 311,543
Loss on sale of fixed assets — 4,926
Amortization of deferred loss 21,223 21,223
Amortization of bond premium (4,872) (4,872)
Changes in assets and liabilities:
Accounts receivable 49,801 (39,375)
Inventory 9,146 (12,247)
Prepaid insurance 6,733 777
Accrued expenses 1,301 (4,250)
Accounts payable 396 5,442
Net Adjustments 375,902 283,167
Net Cash Used In Operating Activities $ (188,073) $ (331,181)

See the notes to financial statements. Page 8



GRAND LAKE METROPOLITAN RECREATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2018 And 2017

Summary Of Significant Accounting Policies

The Grand Lake Metropolitan Recreation District (the District) was created to
provide recreation activities for the benefit of the surrounding community.

Reporting Entity

In accordance with the Governmental Accounting Standards Board, the District
has considered the possibility of inclusion of additional entities in its annual
financial report. In defining and determining the District as an appropriate
reporting entity, the District has considered manifestations of oversight over, and
scope of public services of, various boards, commissions, authorities and other
entities. More specifically, these considerations include, but are not limited to, the
District’s ability to select another entity’s governing authority or management, to
significantly influence operations and scope of public service, to approve budgetary
appropriations and revisions and its responsibilities to fund deficits and operating
deficiencies or determine revenue policy.

During 1996, the District created the Grand Lake Recreational Foundation (the
Foundation). This not-for-profit entity, which is excluded from federal income tax
under Internal Revenue Code Section 501(c)(3), was created for the benefit of the
District. Its purposes include the furtherance of the recreational opportunities of
the District and the establishment of means of fund-raising to support the efforts
of the Foundation. For purposes of financial reporting, the Foundation is deemed
to be a blended component unit of the District. Therefore, all financial activities
are required to be included within the District’s financial statements. The
Foundation did not receive donations in 2018 and 2017. The District is not a
component unit of any other primary governmental entity.

Accounting Method

Enterprise fund accounting is used in accordance with generally accepted
accounting principles (GAAP) for governmental units. Enterprise funds recognize
revenues and expenses on the accrual basis of accounting.

Page 9



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

Enterprise Funds

Enterprise funds are proprietary funds used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises, where
the intent of the governing body is that the costs (expenses, including depreciation)
of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges or (b) where the governing
body has decided that periodic determination of revenues earned, expenses
incurred and/or net income 1is appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services
and producing 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 sales and services. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses
and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

Fund Equity

Net position represents the difference between assets, liabilities and deferred
inflows and outflows of resources. Net investment in capital assets consists of
capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowing used for the acquisition, construction or improvement
of those assets and deferred inflows and outflows of resources. Net position is
reported as restricted when there are limitations imposed on its use, either
through the enabling legislation adopted by the District or through external
restrictions imposed by creditors, grantors or laws or regulations of other
governments. All other net position is reported as unrestricted.

The District applies restricted resources first when an expense is incurred for
purposes for which both restricted and unrestricted net position are available.

Capital Assets

Capital assets are recorded at historical cost. The District policy has set the
capitalization threshold for reporting capital assets at $5,000. Capital assets are
depreciated over their estimated useful lives on a straight-line basis. Useful lives
of District assets currently range from 3 to 20 years.

Inventory Valuation

Merchandise inventory for resale is valued at cost on a first-in, first-out basis.

Page 10



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

Budget Process

The District adopts an annual budget at the end of each year for the following
calendar year. The District adopts all appropriations at the department level.
Unused appropriations expire (lapse) at year end. Amendment of the budget
through supplemental appropriations requires approval of the Board of Directors,
publication of the public hearing dates and proposed supplemental appropriations,
the holding of a public hearing and the filing of the approved supplemental
appropriation with the Colorado Division of Local Governments.

The District budgets on a non-GAAP basis. For budget purposes, bond and lease
proceeds are considered to be revenues. Purchases of capital assets and principal
payments of debt are shown as expenses. Depreciation and amortization of bond
issue and discount costs are not budgeted.

During 2018, expenditures exceeded appropriations by $59,400. This overage was
due to administrative expenditures being underbudgeted by approximately
$210,000.

Property Tax

Property taxes are levied in the current year and collected in the subsequent year.
Property taxes have been accrued as a receivable at year end and the revenue
deferred until collected. As accrued taxes are collected, revenue is recognized, and
the deferral and the receivable are reduced.

The Grand County Treasurer’s Office collects property taxes and remits to the
District, on a monthly basis, the District’s portion of the property taxes based on
the District’s mill levy.

Annual property taxes are levied by the District in December of each year, on
assessed valuation as of January 1, and are due the following year. Property tax
payments are permitted in either one or two installments at the taxpayer’s
election. Property tax payments made in one installment must be made no later
than April 30 of each year. Property tax payments made in two installments must
be made by the last day of February for the first installment and June 15 for the
second installment. Properties with delinquent unpaid property taxes (lien date in
November) are offered at a tax sale held in December of each year after appropriate
advertising and notice.

Page 11



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

Cash, Cash Equivalents And Investments

The District considers highly liquid investments, purchased with an original
maturity of three months or less, to be cash equivalents. The carrying value of cash
and cash equivalents approximates fair value because of the short maturities of
those financial instruments. Investments are reported at fair value.

Estimates

The preparation of financial statements, in accordance with GAAP, requires
management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Deferred Outflows Of Resources

In addition to assets, the statement of net position will sometimes include a
separate section for deferred outflows of resources. This separate financial
statement element represents a consumption of net position that applies to a
future period or periods and so will not be recognized as an outflow of resources
until then. The District has a deferred loss on refunding reported in the statement
of net position. A deferred loss on refunding results from the difference in the
carrying value of refunded debt and its reacquisition price. This amount is deferred
and amortized over the shorter of the life of the refunded or refunding debt.

Deferred Inflows Of Resources

In addition to liabilities, the statement of net position will sometimes include a
separate section for deferred inflows of resources. This separate financial
statement element represents an acquisition of net position that applies to a future
period or periods and so will not be recognized as an inflow of resources until then.
The District has deferred property tax revenue. This item has been reported as a
deferred inflow on the statement of net position.

Comparative Data

Comparative data for the prior year has been presented to provide an
understanding of the changes in the financial position and operations. Certain
amounts presented in the prior-year data have been reclassified to be consistent
with the current-year’s presentation.

Page 12



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

2. Cash And Investments

Cash Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash in eligible public depositories. Eligibility is determined
by state regulators. Amounts on deposit in excess of federal insurance coverage
must be collateralized. The eligible collateral is specified by PDPA. PDPA allows
the institution to create a single collateral pool for all public funds. The pool is to
be maintained by another institution or held in trust for all the uninsured public
deposits as a group. The market value of eligible collateral must be at least equal
to 102% of the uninsured deposits. The State Regulatory Commaissions for banks
and savings and loan associations are required by statute to monitor the naming
of eligible depositories and reporting of the uninsured deposits and assets
maintained in the collateral pools.

Custodial credit risk is the risk that, in the event of a bank failure, the District’s
deposits may not be returned to it. At December 31, 2018, the District’s cash
deposits had a book balance of $388,584 and a corresponding bank balance of
$364,117. The difference between the book and bank balances is due to outstanding
checks and deposits not yet processed by the banks. The amount of $250,000 was
covered by federal depository insurance. At December 31, 2017, the District’s cash
deposits had a book balance of $308,373 and a corresponding bank balance of
$327,557. The amount of $250,000 was covered by federal depository insurance.

As of December 31, 2018 and 2017, the District’s deposits were not exposed to
credit risk, as all deposits were either insured by the Federal Deposit Insurance
Corporation or collateralized in accordance with PDPA.

Restricted Cash And Investments

In accordance with Colorado Revised Statutes, the District maintains a separate
money market account for the Conservation Trust funds. At December 31, 2018
and 2017, the balance of these funds was $81,116 and $68,354, respectively.

The District restricted investments of $115,399 and $114,989 to meet the bond
reserve requirements for servicing of the bonds at December 31, 2018 and 2017,
respectively. The District also restricted cash in the amount of $60,202 at both
December 31, 2018 and 2017 to meet bond reserve requirements.

Page 13



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

Following is a reconciliation of cash and cash equivalents recorded on the
statement of net position.

2018 2017

Cash and cash equivalents - unrestricted $ 247,266 $ 179,817
Cash and cash equivalents - restricted 141,318 128,556

Total Cash And Cash Equivalents $ 388,584 $ 308,373

Investments

Colorado Revised Statutes specify investment instruments meeting defined rating
and risk criteria in which the District may invest:

e 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

Written repurchase agreements collateralized by certain authorized securities
Certain money market funds

Guaranteed investment contracts

Local government investment pools

The District does not have a Board-adopted investment policy, but rather uses the
Colorado Revised Statutes as the District’s investment policy.

The District had invested $391,355 and $383,182 at December 31, 2018 and 2017,
respectively, in the Colorado Surplus Asset Fund Trust (CSAFE), an investment
vehicle established by state statute for local government entities in Colorado to
pool surplus funds for investment purposes and rated AAAm by Standard & Poor’s.

The State Securities Commissioner administers and enforces all state statutes
governing CSAFE.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

CSAFE operates similarly to a money market fund, and each share is equal in
value to $1.00. Financial statements for CSAFE may be obtained at www.csafe.org.
The designated custodial bank provides safekeeping and depository services to
CSAFE in connection with the direct investment and withdrawal functions of
CSAFE. All securities owned by CSAFE are held by the Federal Reserve Bank in
the account maintained for the custodial bank. The custodian’s internal records
identify the investments owned by CSAFE. Investments of CSAFE consist of
U.S. Treasury and U.S. agency securities and repurchase agreements
collateralized by U.S. Treasury and U.S. agency securities.

The District also held $115,399 and $114,989 at December 31, 2018 and 2017,
respectively, in certificates of deposit.

3. Property And Equipment

A summary of changes in property and equipment during 2018 follows:

Balance Balance
December 31, December 31,
2017 Additions Deletions 2018
Nondepreciable
Land $ 1,357,666 $ — $ — $ 1,357,666
Water rights 41,800 — — 41,800
Subtotal 1,399,466 — — 1,399,466
Depreciable
Building 1,614,275 — — 1,614,275
Improvements 1,783,297 — — 1,783,297
Equipment 1,804,517 — — 1,804,517
Subtotal 5,202,089 — — 5,202,089
Accumulated Depreciation (3,665,801) (292,174) — (3,957,975)
Total Depreciable Capital Assets, Net 1,536,288 (292,174) — 1,244,114
Total Capital Assets $ 2,935,754 §$ (292,174) $ — $ 2,643,580
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

A summary of changes in property and equipment during 2017 follows:

Balance Balance
December 31, Additions/ Deletions/ December 31,
2016 Reclass Reclass 2017
Nondepreciable
Land $ 1,357,666 $ — 3 — $ 1,357,666
Water rights 41,800 — — 41,800
Subtotal 1,399,466 — — 1,399,466
Depreciable
Building 1,614,275 — — 1,614,275
Improvements 1,779,934 17,000 (13,637) 1,783,297
Equipment 1,799,072 5,445 — 1,804,517
Subtotal 5,193,281 22,445 (13,637) 5,202,089
Accumulated Depreciation (3,362,969) (311,543) 8,711 (3,665,801)
Total Depreciable Capital Assets, Net 1,830,312 (289,098) (4,926) 1,536,288
Total Capital Assets $ 3,229,778 $ (289,098) $ (4,926) $ 2,935,754

4. Long-Term Debt

Changes in long-term debt during 2018 were as follows:

Balance Balance
December 31, December 31,
2017 Additions Reductions 2018 Current
Bonds
2003 Refunding $ 190,000 $ — 3 (30,0000 $ 160,000 $ 30,000
2012 Refunding 2,725,000 — (250,000) 2,475,000 265,000
2012 Premium 48,321 — (4,872) 43,449 4,872
Capital Leases
Capital lease 184,444 — (69,774) 114,670 66,697
Total $ 3,147,765 3 — 3 (354,646) $ 2,793,119 $ 366,569
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

Changes in long-term debt during 2018 were as follows:

Balance Balance
December 31, December 31,
2016 Additions Reductions 2017 Current
Bonds
2003 Refunding $ 215,000 $8 — 3 (25,0000 $ 190,000 $ 30,000
2012 Refunding 2,975,000 — (250,000) 2,725,000 250,000
2012 Premium 53,193 — (4,872) 48,321 4,872
Capital Leases
Capital lease 250,449 — (66,005) 184,444 71,506
Total $ 3,493,642 $ — (345,877) $ 3,147,765 $ 356,378
Bonds

2003 Revenue Refunding Bonds

In July 2003, the District issued $570,000 in Revenue Refunding and Improvement
Bonds, Series 2003. These bonds bear interest rates ranging from 1.65% to 5.25%.
Interest payments are due in May and November of each year, and principal
payments are due in November of each year, with final payment due in 2023.

2012 General Obligation Refunding Bonds

General Obligation Refunding Bonds, Series 2012, were issued on August 28, 2012
in the amount of $3,540,000, with variable interest rates starting at 2% in 2012
and ranging up to 3%. The bonds were issued to advance refund a portion of the
outstanding Series 2006 General Obligation Bonds. Net proceeds of $3,614,305,
including $60,657 of issuance costs including underwriter fees and other
professional costs, and $160,000 of District funds were deposited with an escrow
agent to provide all future debt service payments on the 2006 series bonds. As a
result, the 2006 series bonds are considered to be defeased, and the liability for
those bonds has been removed from the statement of net position.

The advance refunding resulted in a difference between the reacquisition price and
the carrying amount of the old debt of $460,743. This difference, reported in the
statement of net position as a deferred outflow of resources, is being charged
through operations through 2027, using the effective-interest method.

The bonds were issued at a premium (difference between the face value and issue
price) of $74,305. This difference, reported in the statement of net position as an
addition to bonds payable, is being charged through operations through 2027,
using the effective-interest method.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

The advance refunding resulted in a net economic gain (difference between the
present value of the old and new debt service payments) of $193,527. The difference
in cash flows required to service the old and new debt is $237,046 less on the new
debt.

The bonds constitute general obligations of the District. All of the taxable property
in the District is subject to the levy of an ad valorem tax to pay the principal and
interest on the bonds. The net proceeds of the issuance are to be used to finance
the forest management, building maintenance and irrigation system
1mprovements.

A schedule of principal payments on bonds to maturity follows:

2003 Revenue 2012 Refunding
Refunding Bond Obligation Bond Total

Year Principal Interest Principal Interest Principal Interest
2019 $ 30,000 $ 8,400 $ 265000 $ 64,669 $ 295,000 $ 73,069
2020 30,000 6,825 275,000 58,044 305,000 64,869
2021 30,000 5,250 270,000 51,169 300,000 56,419
2022 35,000 3,675 275,000 44,419 310,000 48,094
2023 35,000 1,838 275,000 37,544 310,000 39,382
2024 - 2028 — — 1,115,000 77,919 1,115,000 77,919

Total $ 160,000 $ 25,988 $ 2,475,000 $ 333,764 $ 2,635,000 $ 359,752

Debt Authorization

The District has approved the issuance of $3,995,000 of general obligation
indebtedness and $575,000 of revenue bonds. The authorized but unissued debt at
both December 31, 2018 and 2017 was $5,000.

Tax, Spending And Debt Limitations

Colorado voters passed the Taxpayer Bill of Rights (TABOR), an amendment to
the State Constitution, Article X, Section 20, which has several limitations
including revenue raising, spending abilities 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 based on the interpretations of TABOR’s language.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

TABOR also requires the District to establish an “emergency reserve” which must
be equal to 3% of current-year’s expenditures. Conditions under which these

reserves may be spent are severely limited. The District has emergency reserves
of $42,426 at December 31, 2018 and $43,412 at December 31, 2017.

On November 2, 1999, the District voters approved a ballot question to remove the
revenue and spending limitations of TABOR from the entire District.

6. Risk Management

The District is exposed to various risks of loss related to torts; thefts of, damage to
or destruction of assets; errors or omissions; injuries to employees or acts of God.

The District has elected to participate in the Colorado Special Districts Property
and Liability Pool (the Pool), which is sponsored by the Special District Association
of Colorado. The Pool is an organization created by an intergovernmental
agreement to provide property, liability, public official liability, boiler and
machinery and workers compensation coverage to its members. Settled claims
have not exceeded this coverage in any of the past three years.

The District pays annual premiums to the Pool for property, general liability and
public official liability coverage. Members of the Pool may be required to make
additional surplus contributions in the event aggregated losses incurred by the
Pool exceed amounts recoverable from reinsurance contracts and funds
accumulated by the Pool. Any excess funds which the Pool determines are not
needed for purposes of the Pool may be returned to the members pursuant to the
distribution formula. During the years ended December 31, 2018 and 2017, the
Pool made no distributions to the District.

7. Deferred Compensation Plan

The District offers its employees a deferred compensation plan (the Plan) created
in accordance with Internal Revenue Code Section 457. The Plan is available to all
employees including support staff and is administered by ICMA Retirement
Corporation.
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Notes To Financial Statements (Continued)

The Plan is funded through contributions of up to a maximum limit set by the
Internal Revenue Service. The District contributes 6.2% of gross wages to the Plan
on behalf of all full-time employees. For the years ended December 31, 2018 and
2017, the District contributed $12,519 and $15,089, respectively, to the Plan. The
District has no liability for losses under the Plan, as it is not the Trustee.
Consequently, the Plan is not reported in the District’s financial statements.

Capital Leases

The District entered into three agreements to lease equipment in 2016. These
agreements are, in substance, purchases of capital assets as they contain bargain
option prices with interest rates ranging from no interest to 7.87% and maturities
ranging from 2019 - 2021.

The following schedule presents the future minimum lease payments at
December 31, 2018:

Year Ending December 31, Amount
2019 $ 66,697
2020 51,375
2021 6,632
Total Lease Payments 124,704

Less: Interest 10,034

Present Value Of Minimum Lease Payments $ 114,670

The following schedule presents the gross amount of assets recorded under the
capital lease and the accumulated amortization related to the assets at
December 31, 2018 and 2017:

2018 2017

Leased equipment $ 432,544 $ 432,544
Accumulated depreciation 160,892 115,518
Total $ 271,652 $ 317,026

Amortization of leased equipment under capital assets is included within
depreciation expense.

Page 20



GRAND LAKE METROPOLITAN RECREATION DISTRICT

Notes To Financial Statements (Continued)

9. Economic Dependency
The District relies heavily on business generated through its recreational
activities. Should the District be unable to meet the demands of i1ts customers, the
ability to satisfy current- and long-term obligations could be jeopardized.

10. Subsequent Events

Management evaluates subsequent events through the date financial statements
are available for issue, which is the date of the Independent Auditors’ Report.
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET
(NON-GAAP BUDGETARY BASIS) AND ACTUAL
For The Year Ended December 31, 2018

Original Variance
And Final Favorable
Budget Actual (Unfavorable)
Revenues
General recreation $ 35,135 §$ 28,723 $ (6,412)
Pro shop 684,756 618,856 (65,900)
Property management 79,157 10,267 (68,890)
General administrative 491,295 723,110 231,815
Lounge and restaurant 135,500 134,064 (1,436)
Touring center 175,900 130,066 (45,834)
Total Revenues 1,601,743 1,645,086 43,343
Expenditures
General recreation 35,135 17,265 17,870
Lounge and restaurant 155,293 195,315 (40,022)
Administration 441,608 670,473 (228,865)
Pro shop 285,840 208,213 77,627
Maintenance 379,123 339,586 39,5637
Property management 79,157 61,060 18,097
Touring center 175,900 148,108 27,792
Total Expenditures 1,552,056 1,640,020 (87,964)
Change In Net Position (Non-GAAP Basis) $ 49,687 5,066 $ (44,621)
Adjustments To GAAP
Debt service - principal 349,774
Depreciation and amortization (292,174)
Total Adjustments 57,600
Change In Net Position (GAAP Basis) $ 62,666

See the independent auditors’ report. Page 22
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GRAND LAKE METROPOLITAN RECREATION DISTRICT

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET
(NON-GAAP BUDGETARY BASIS) AND ACTUAL
For The Year Ended December 31, 2017

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues
General recreation $ 33,783 $ 33,783 $ 25,522 $ (8,261)
Pro shop 692,784 692,784 596,785 (95,999)
Property management 72,174 72,174 5,344 (66,830)
General administrative 487,398 487,398 771,682 284,284
Lounge and restaurant 130,000 130,000 133,526 3,526
Touring center 178,498 178,498 109,914 (68,584)
Total Revenues 1,594,637 1,594,637 1,642,773 48,136
Expenditures
General recreation 33,783 33,783 21,223 12,560
Lounge and restaurant 166,797 166,797 164,204 2,593
Administration 447,648 447,648 644,807 (197,159)
Pro shop 272,053 272,053 207,122 64,931
Maintenance 383,934 383,934 352,256 31,678
Property management 72,174 72,174 104,561 (32,387)
Touring center 178,498 178,498 135,654 42,844
Total Expenditures 1,554,887 1,554,887 1,629,827 (74,940)
Change In Net Position (Non-GAAP Basis) $ 39,750 $ 39,750 12,946 $ (26,804)

Adjustments To GAAP

Debt service - principal 341,005
Depreciation and amortization (311,543)
Total Adjustments 29,462
Change In Net Position (GAAP Basis) $ 42,408

See the independent auditors’ report. Page 23



