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Chadwick, Steinkirchner, Davis & Co., PC. Consultants and Certified Public Accountants

CSD

INDEPENDENT AUDITOR’S REPORT

November 28, 2018

To the Board of Directors
Region 10 League for Economic Assistance and Planning, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Region 10 League for Economic Assistance and Planning,
Inc., which comprise the statement of net position as of June 30, 2018 and the related statement of revenues, expenses
and changes in net position, and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these tfinancial 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
[ree from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
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
opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Region 10 League for Economic Assistance and Planning, Inc. as of June 30, 2018, and the changes in its net

position and its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.
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Grand Junction, CO 81505-1106 e-mail info@csdcpa.com Fax 970/242-4716
Toll Free 877/245-8080



Chadwick, Steinkirchner, Davis & CO., P.C. Consultants and Certified Public Accountants

CSD

Board of Directors
November, 28, 2018
Page 2

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s discussion and
analysis on pages 3-7 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 inquires
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 an opinion on the financial statements that collectively comprise
the Organization’s basic financial statements. The budgetary comparison schedule is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is
not a required part of the basic financial statements. Such 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. 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 budgetary comparison schedule and the schedule of expenditures of
federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 28, 2018, on our
consideration of the Region 10 League for Economic Assistance and Planning Inc.’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in counsidering Region 10 League for Economic Assistance and Planning Inc.’s
internal control over financial reporting and compliance.

Chosturock, dindichmin; Movis ¥ Co P.c,



Region 10 League for Economic Assistance and Planning, Inc.
Management’s Discussion and Analysis (Unaudited)
As of and for the fiscal year ending June 30, 2018

Region 10 League of Economic Assistance and Planning, Inc. (Region 10) is pleased to offer the readers
of the Region 10 financial statements this narrative overview of financial statements for the fiscal year
ending June 30, 2018. The financial statements for Region 10 are comprised of the Statement of Net
Position; Statement of Revenues, Expenses, and Changes in Net Position; and Statement of Cash Flows.

Financial Highlights
During the fiscal year ending June 30, 2018, the organization engaged in activities that substantially
impacted the financial statements:

e Region 10 continues to invest in completion of the regional broadband infrastructure plan.
During the year, the organization began service on primary lines to provide redundant service to
the region and connect the communities of Delta, Gunnison, and Montrose. As such, the
organization recognized a donation of Indefeasible Rights of Use (IRU) from Delta Montrose
Electric Association valued at $2.2 million. An IRU between the organization and 'l'ri-State
Generation was also executed and placed into service, supported by funding from the US
Economic Development Administration, Colorado Department of Local Affairs, and Region 10
government members. Additional construction and purchase of IRUs occurred during the fiscal
year and will continue into FY 2018-2019.

¢ The organization saw a significant increase in demand for loans to small businesses, which
prompted additional borrowing of funds from the Small Business Administration of $200,000 to
support continued business development and expansion. At June 30, Region 10 had applied for
additional loans of $400,000 for anticipated demand in FY 2019, which will be complemented
by continued participation in other federal and state loan programs.

e In February 2018 the Region 10 Board of Directors approved the sale of the Enterprise Center to
the Center for Mental Health and the purchase and remodel of a new facility to reflect better
community use of each of the buildings. This transaction resulted in a gain on the sale of the
Enterprise Center. The new facility was near completion as of June 30 and will begin
depreciating in FY 2018-2019.

Discussion and Analysis

Statement of Net Position: The Statement of Net Position provides information on the assets and
liabilities for the organization. The difference between assets and liabilities is reported as net position.
The statement also provides the basis for determining the overall financial health of Region 10 including
liquidity and financial flexibility. At June 30, 2018, total assets were $13,382,610. This increase of
over 100% is primarily related to the increase in the value of the regional broadband infrastructure;
however, loan fund related assets (including restricted cash and net of receivables) also increased by
over 50% (actual value increase of greater than $600,000) during the fiscal year A significant portion
of the current assets include grants receivable (primarily related to the broadband project) of $2,125,246,
and broadband assets to be conveyed of $1,424,959. Other major assets for the organization are the
facility and equipment. Total liabilities for the organization were $2,274,051, an increase of
approximately $800,000. Liabilities for the organization include notes payable to the Small Business
Administration, amounts due for construction on the broadband and facility projects and general
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operations. Overall, the difference between the assets and liabilities result in positive net position of
$11,108,559 again representing an increase of over 100% from the prior year.

A summary of the statement of net position is included as Table A below. Region 10’s net position (the
difference between assets and liabilities) is one way to measure the financial health of Region 10.
Increases or decreases in Region 10°s net position are indicators of improving or deteriorating financial
health. As noted above, Region 10’s major assets are the broadband assets and construction-in-progress
and the notes receivable from the business loan program.

TABLE A
Statement of Net position
FY2017 FY2018

Current assets $ 3,268,762 $ 4,351,386
Non-current/Restricted assets 3,281,171 9.031.224
Total assets $6,549.933  $§ 13.382,610
Current liabilities $ 936,065 $§ 1,973,905
Long-term liabilities 540,681 300.146
Total liabilities $ 1476746 $§ 2.274.051
Net position:

Net investment in capital assets $ 1,936,258 $  7,497.454
Unrestricted 3.136.929 3.611.105
Total net position $ 5,073,187 $ 11.108.559

Statement of Revenues, Expenses and Changes in Net Position: Region 10 offers several enterprise
type services: the Small Business Resource Center, the Area Agency on Aging and Community Living
Services, the Enterprise Zone Business Tax Credits and Contribution Projects, Regional Transit and
Transportation Planning and Support, and the Economic Planning District. The regional broadband
project, which began construction in 2016 also began operations as enterprise type service in FY 2018.
Regional services are funded primarily through grants, member assessments, and other operating income
and contributions. For the fiscal year ending on June 30, 2018, total operating revenues were
$7,643,658. With total operating expenses of $2,539,500, the overall result was a net increase of
$5,104,158 from operations. As in the prior fiscal year, a significant portion of the net increase was
related to grant revenues for the broadband project and as a significant amount of uses of the funds were
classified as an asset related to work in progress for the broadband project. The organization also had a
one-time gain on the sale of the Enterprise Center of $931,214. Combined with other investment
income and interest expense, the change in overall net position for the year was $6,035,372.

Table B below summarize the revenues, expenses and changes in net position for FY2018 compared to
FY2017. In both years, there was an increase in both operating revenues and expenses (mostly grant
related), resulting in an overall increase in net position.



TABLE B
Statement of Revenues, Expenses and Changes in Net Position

FY Ended FY ended
June 30,2017 June 30,2018

Total operating revenues $5.579,785 $7,643,658
Total operating expenditures 2.734.940 2.539.500
Excess (deficit) of revenues over (under) expenditures 2,844,845 5,104,158
Other revenues (expenses)* (24.983) 931,214
Change in net position 2,819,862 6,035,372
Net position, beginning 2,253.325 5.073.187
Net position, ending _$5.073.187  $11.108.559

*Includes gain on sale of property

Statement of Cash Flows: The statement of cash flows presents information concerning Region 10’s
cash receipts and cash payments during the year. The statement reports the cash receipts, cash payments
and net cash from operations, investments, intergovernmental grants, and related financial activities. On
June 30, 2018, cash and cash equivalents were $644,219. A significant portion of the cash on hand is
related to capital in the business loan program.

Budget Considerations

Region 10 operates a number of programs, with the primary services listed below:
e Community Living Services/Area Agency on Aging

Small Business Resources/Business Loan Fund

Enterprise Zone Tax Credit Programs

Gunnison Valley Transportation Planning Region

Three Rivers Regional Transit Coordinating Council

Community Development Services

e Regional Broadband

Region 10’s financial goal is to continue steady growth and continued net positive operations in each of
the areas of service. Each of the services maintains a minimum direct service breakeven point, and most
of the services also support the administrative services, which is allocated to each of the service areas.

The board of directors and the management of Region 10 considered many factors when they
established the budget for FY2018, including anticipated grants for special projects, and the items
discussed in the financial analysis above. As membership assessments have remained static, other grant
and revenue funding sources continue to be identified and expenses reviewed to maintain a net positive
position. Over the past few years, there have been significant service increases with program expansion
for small business services and regional economic development support. The regional broadband
project will continue have a significant impact on the organization, particularly during the
implementation and start-up phase. In the years after the project implementation, the organization will
depreciate these assets. Although the organization intends to maintain a positive operational cash flow
for the broadband project, it is not the organization’s intent to try to offset all non-cash expenses,
specifically depreciation in future years.



CONTACT REGION 10
This financial report is designed to provide our board of directors, funding partners and other interested

parties with the general overview of Region 10’s finances and demonstrates accountability for the
money it receives. If you have any questions concerning this report or need additional information
please contact Michelle Haynes, Executive Director at (970)249-2436 x 3122 or

MHaynes@Region10.net.



Region 10 League for Economic Assistance and Planning, Inc.

STATEMENT OF NET POSITION

June 30, 2018

ASSETS

Current assets

Cash

Accounts receivable
Current portion of loans, net of allowance
Grants
Other

Assets to be conveyed

Prepaid expenses and deposits

Restricted cash, SBA loans
Loans, net of allowance, less current portion
Capital assets, net of accumulated depreciation

LIABILITIES

Current liabilities
Accounts payable
Retainage payable
Accrued expenses
Unearned revenue
Current portion of long-term debt

Long-term debt, less current portion

NET POSITION

Net investment in capital assets
Unrestricted

The accompanying notes are an integral part of this statement.

$ 554,219

204,021
2,125,246
28,350
1,424,959
14,591

Total current assets 4,351,386

90,000
1,443,770
7,497,454

Total assets 13,382,610

1,736,565
27,010
63,438
80,998
65,894

Total current liabilities 1,973,905

300,146

Total liabilities 2,274,051

7,497,454
3,611,105

Total net position $ 11,108,559




Region 10 League for Economic Assistance and Planning, Inc.
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Year ended June 30, 2018

Operating revenue

Grants $ 2,295,182
Loan and related income 96,482
Enterprise Zone 40,004
Regional Broadband 4,961,611
Rent income 79,926
Miscellaneous income 17,254
Member dues 153,199

7,643,658

Operating expenses
Program services

Area Agency on Aging 1,469,363
Community services 137,416
Regional Broadband 169,246
Business loan fund 292,433
Transportation 33,287
Enterprise Center 100,998
General and administrative 336,757
2,539,500

Operating income (loss) 5,104,158

Non-operating revenues (expenses)

Gain on sale of property 943,563
Investment income 156
Interest expense (12,505)
Total non-operating revenues (expenses) 931,214

Change in net position 6,035,372

Net position at beginning of year 5,073,187
Net position at end of year $ 11,108,559

The accompanying notes are an integral part of this statement.

-8-



Region 10 League for Economic Assistance and Planning, Inc.
STATEMENT OF CASH FLOWS

Year ended June 30, 2018

Cash received from program activities $ 1,326,911
Cash received from grants 2,993,308
Cash received from loan payments 279,708
Cash paid out for loans (782,059)
Cash received from members 169,973
Cash paid to employees (618,289)
Cash paid to suppliers (1,952,633)
Net cash provided (used) by operating activities 1,416,919
Cash flows from capital and related financing activities:
Acquisition or construction of capital assets (2,469,811)
Capital asset sale proceeds 1,274,998
Debt issuance proceeds 200,000
Interest paid (12,505)
Payments on long-term debt (469,104)

Net cash provided (used) by capital and related financing activities (1,476,422)
Cash flows from investing activities:

Interest received 156
Net cash provided (used) by investing activities 156

Net increase (decrease) in cash (59,347)
Cash at beginning of year 703,566
Cash at end of year $ 644219

Reconciliation of Operating Income to Net Cash

Provided (Used) by Operating Activities:
Operating income $ 5,104,158
Adjustments to reconcile operating income to net

cash provided (used) by operating activities:

Depreciation 45,159
Bad debts expense 32,071
Noncash capital contribution (2,225,065)
(Increase) decrease in grants receivable (1,799,886)
(Increase) decrease in other receivable 854,711
(Increase) decrease in prepaid expenses (5,226)
(Increase) decrease in loans receivable (502,351)
Increase (decrease) in accounts payable (109,114)
Increase (decrease) in unearned revenue 16,774
Increase (decrease) in accrued cxpenses 5,688
(3,687,239)

Net cash provided (used) by operating activities $ 1,416,919

Noncash financing activity - capital asset acquisition with payables $ 1,153,061

The accompanying notes are an integral part of this statement.

9.



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30,2018

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the Region 10 League for Economic Assistance and Planning, Inc.’s (the League’s)
significant accounting policies applied in the preparation of the accompanying financial statements
follows:

1. Organization

The League is a governmental not-for-profit corporation established in 1972 and serves as an alliance of
government and business. The members of the League include county and municipal governments within
Delta, Gunnison, Hinsdale, Montrose, Ouray and San Miguel Counties. The League is governed by a
board of directors with representation from member jurisdictions and private sector appointees of each
County’s Board of Commissioners.

Programs

Area Agency on Aging

The Area Agency on Aging Division provides financial assistance to local organizations responsible for
the delivery of services to seniors throughout the six county areas. Typical services provided include
nutrition, transportation, legal, dental, homemaker, information and referral and ombudsman services. The
division contracts with a variety of senior services organizations and administers state and federal funds to
help these organizations improve the quality of life for seniors in the six county areas.

Community Services

The Community Services Division includes the Enterprise Zone tax credit programs Region 10
administers on behalf of the state, as well as specific grant-driven community technical assistance
projects, resource development studies, and other special investigative studies that Region 10 conducts
from time to time to support economic development and planning in the region. Region 10 is currently
managing a substantial broadband project as well.

Regional Broadband

The Regional Broadband Program by Region 10 looks to address the critical regional demand for
broadband access by installing infrastructure that will support the necessary technology. Region 10 will
convey some of the infrastructure to other local governments. The end result of the broadband program
will be to provide abundant, redundant, and affordable internet service to citizens, businesses, and visitors.

-10-



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Transportation

The Transportation Division includes all programs related to transportation planning and development.
The Gunnison Valley Transportation Region program prioritizes roadway and transit projects in the
region for the Colorado Department of Transportation and produces a 30-year comprehensive plan that is
updated every five years.

Business Loan Fund

Region 10 operates six specific business loan funds in the Business Loan Fund Division, based on the
requirements of the various sources of capital for each fund. These monies are loaned to qualifying small
businesses, communities and other entities at competitive rates in order to foster economic development
and job growth throughout the region.

2. Reporting Entity

The reporting entity of the League includes those activities and functions over which the League is
considered to be financially accountable. The League’s financial statements include the accounts and
operations of all of the League’s functions. The League is the primary government and does not include
any component units using the criteria set forth in generally accepted accounting principles.

The League is a special-purpose government engaged only in a business-type activity. For this type of
government, only enterprise fund financial statements are presented.

3. Basis of Presentation — Fund Accounting

The accounts of the League are organized and operated on a fund basis. The operations of a fund are
accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, net
position, revenues and expenses. The focus of proprietary fund measurement is upon determination of
operating income, changes in net position, financial position and cash flows. The generally accepted
accounting principles applicable are those similar to those applicable to businesses in the private sector.

GASB Statement No. 34 sets forth minimum criteria for the determination of major funds to be presented
in the financial statements. Since the operations of the League are accounted for on a fund basis in a
single enterprise fund, it is the only fund presented.

Enterprise funds may be used to account for operations (a) that are financed and operated in a manner
similar to business enterprises where the intent of the governing body is that the costs (expenses,
including depreciation) of providing goods and services to the general public on a continuing basis be
[inanced 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 is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

-11-



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

4. Basis of Accounting

Basis of accounting refers to when revenues or expenses are recognized in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of the measurements made, regardless
of the measurement focus applied. Proprietary (enterprise) funds are presented on a flow of economic
resources measurement focus. With this measurement focus, all assets and liabilities associated with the
operation of a fund are included on the statements of net position. Net position is categorized as net
investment in capital assets; restricted for debt service and emergencies; and unrestricted. Fund operating
statements present increases (e.g., revenues and contributions) and decreases (e.g., expenses) in net
position. Proprietary funds are presented on an accrual basis of accounting whereby revenues are
recognized when earned and expenses are recognized when incurred. The League uses the accrual basis
of accounting. When both restricted and unrestricted resources are available for use, it is the League’s
policy to use restricted resources first.

Operating revenues and expenses for enterprise funds are those that result from providing services and
producing and delivering goods and/or services within the scope of the enterprise operation. All revenues
and expenses not meeting this definition are reported as non-operating revenues and expenses. Revenues
from grants are recognized in the year in which all eligibility requirements have been satisfied.

5. Cash and Cash Equivalents

For purposes of the statement of cash flows, the League considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

6. Allowance for Doubtful Accounts

The allowance for loan losses is maintained at a level considered adequate to provide for losses that can
be reasonably anticipated. The allowance is increased by provisions charged to bad debt expense and
reduced by net charge-off's. The League reviews specific problem loans and looks at other factors in
determining the adequacy of the allowance balance.

7. Membership Revenue Recognition

Membership revenue is recognized when paid by members and earned by the League via services and
benefits available and provided.

-12-



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30,2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

8. Property and Equipment

Property and equipment is stated at cost or estimated fair value if donated. Depreciation is computed using
the straight-line method based upon the estimated useful lives of the assets as follows:

Building and Improvements 25 years
Equipment 5-20 years

Property and equipment costing $2,000 or more and having an estimated useful life of over one year is
capitalized. Maintenance, repairs and renewals that neither materially add to the value of the property nor
appreciably prolong its life are charged to expense as incurred.

Depreciation expense for the year ended June 30, 2018 was $45,159.

9. Income Taxes

The League is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code.

10. Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses.

11. Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence or nature of any donor restrictions. Such contributions are required to
be reported as temporarily restricted support and are then reclassified to unrestricted net position upon
expiration of the donor restrictions.

12. Cost Allocations

Administrative and space costs are allocated to programs on the basis of costs directly incurred for those
programs.

13. Small Business Administration Loan Funds

The Small Business Administration (SBA) Loan Fund contracts require the League to hold the funds in
separate bank accounts. At June 30, 2018 the League had three accounts open in compliance with the
contract requirements. The SBA contracts also require a 15% reserve for losses on outstanding loans. At
June 30, 2018 the cash reserves held by the League for SBA accounts exceeded the required $90,000.

-13-



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30,2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

14. Risk Management

The League purchases commercial insurance to manage its risk of loss for all manners of risk (i.c.,
liability, malpractice, workers compensation, etc.). There have been no reductions in insurance coverage
or settlements exceeding insurance coverage for the past three years.

15. Net Position

The net position of the League is classified in three components. Net investment in capital assets consists
of capital assets, net of accumulated depreciation, and reduced by the current balances of any outstanding
borrowing used to finance the purchase or construction of those assets. Restricted amounts are non-capital
assets that must be used for a particular purpose, as specified by creditors, grantors or contributors
external to the League. The League currently has no restricted balances. Unrestricted balances are those
that do not meet the definition of net investment in capital assets or restricted.

NOTE B - DEPOSITS
Cash Deposits

The League’s deposits are governed by Colorado statute. 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 levels must be
collateralized. The eligible collateral is determined by the 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 the collateral must be at least
equal to 102% of the aggregate uninsured deposits. The Colorado Divisions of Banking and Financial
Services are required by statute to monitor the naming of eligible depositories and reporting of the
uninsured deposits and assets maintained in the collateral pools.

At June 30, 2018 the League’s cash deposits had a carrying value as follows:

Cash in banks $ 644,069
Cash on hand 150

$ 644219

Accounts at financial institutions are insured by the Federal Deposit Insurance Corporation up to
$250,000. As of June 30, 2018, the carrying amount of the League's deposits was $644,069 and the bank
balance was $1,297,165. Of that balance, $662,142 was covered by FDIC insurance and $635,023 was
collateralized.

-14-



Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30,2018

NOTE C - PROPERTY AND EQUIPMENT

At June 30, capital assets (property, plant, and equipment) transactions and balances include the
following:

June 30, June 30,
2017 Additions Deletions 2018
Capital assets, not being depreciated
Land $ 73561 § 86,457 $ (73,561) $ 86,457
Construction in progress 1,979.714 5,431.283 - 7.410.,997
Total assets not being depreciated 2.053.275 5.517.740 (73.561) _7.497.454
Capital assets being depreciated
Buildings 1,242,483 - (1,242,483) -
Equipment 42.153 - (42.153) -
Total capital assets being depreciated 1.284.636 - (1.284.636) -
Less accumulated depreciation for:
Buildings (950,751) (43,902) 994,653 -
Equipment (30.851) (1.257) 32.108 -
Total accumulated depreciation (981.602) (45.159) 1.026,761 -
Total capital assets being depreciated, net 303.034 (45.159) (257.875) -

Total capital assets, net ~ $2,356.309  $5.472.581  $ (331.436) $7.497.454

NOTE D - LONG-TERM DEBT

Long-term liabilities activities for the fiscal year ended June 30, 2018, was as follows:
Amount Due

Beginning Ending Within
Balance Additions Reductions Balance One Year
Notes Payable $ 635144 $ 200,000 $ 469.104 $ 366040 § 65.894

The League’s long-term debt is as follows:
Note payable from the Small Business Administration in the original
amount of $200,000, due in monthly installments of $1,905, including
interest at 0.625% to 1.875% per annum. The note matures in September

2021. $ 69,744

Note payable from the Small Business Administration in the original amount
of $200,000, due in monthly installments of $1,852, including interest at
0.75%. The note matures in November 2022. 96,296
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Region 10 League for Economic Assistance and Planning, Inc.

NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE D - LONG-TERM DEBT - CONTINUED

Note payable from the Small Business Administration in the original amount
of $200,000, due in monthly installments of $1,912, including interest at

0.625%. The note matures in July 2028.

Amount due within one year

The aggregate maturities of Region 10’s long-term debt are as follows:

2019
2020
2021
2022
2023
2024-2028

__200.000
366,040
(65.894)
$ 300,146
Principal [nterest Total
$ 65,894 $ 2,127 $ 68,021
66,254 1,767 68,021
66,696 1,325 68,021
46,088 934 47,022
31,325 653 31,978
89.783 1.140 90.923
$ 366,040 $ 7946 $ 373986

Interest expense for the year ended June 30, 2018 was $12,505.

NOTE E - LOANS RECEIVABLE

The composition of loans is as follows at June 30, 2018:

CDBG revolving loan funds
Recycle revolving loan funds

Rural BLF Statewide Collaboration Project loan fund

SBA revolving loan funds

Less allowance for loan losses

$ 501,992
555,616
148,912

526318

1,732,838
(85.047)
$ 1,647,791

The above loans, primarily secured by real estate, consist of loans made with varying interest rates, 3.25%
to 9.5% (depending on the loan program used by the borrower and the League), and maturities of 12
months to 120 months (again depending on the program used). Payments on the notes are generally due
on a monthly basis; however, several loans have payments due quarterly or annually.
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Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE F - PENSION PLAN

Region 10 sponsors a defined contribution pension plan under the provisions of Section 401(a) of the
Internal Revenue Code. Region 10 mandates that all employees contribute 3% of their yearly salary, and
Region 10 contributes a matching 3%.

Region 10 also offers a voluntary defined contribution plan under the provisions of Section 457 of the
Internal Revenue Code. All employees are eligible to contribute starting eight weeks from their date of
hire. Region 10 contributes at a 1:1 ratio up to a maximum of 2% of each eligible employee’s salary.

Both the 401(a) and the 457 pension plans are administered by CCOERA. Contributions to the 401(a)
plan for the year ended June 30, 2018 were $17.479 from the employees and $17,479 from the League.
Contributions to the 457 plan for the year ended June 30, 2018 were $10,900 from the employees and
$20,053 from the League.

NOTE G - COMMITMENTS

Grants - Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the State and Federal governments. Any disallowed claims, including
amounts already collected, may constitute a liability. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time, although the League expects such amounts, if
any, to be immaterial.

Assels to be conveyed — The League has a large broadband project which includes the construction of
infrastructure related to the project. Some of the infrastructure will be conveyed to other entities upon
completion and acceptance. The current carrying value of those assets is reported on the statement of net
position at June 30, 2018 at $1,424.959.

Line of Credit — Region 10 has a line of credit agreement dated June 11, 2018 with a bank of $150,000 for
use in remodeling the newly purchased building. There were no borrowings against the line at June 30,
2018. The line bears interest at the JP Morgan Chase prime lending rate (currently 4.75%) with a maturity
date of June 19, 2023. The line is collateralized by real property.
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Region 10 League for Economic Assistance and Planning, Inc.

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

Year ended June 30, 2018

Operating revenue
Grants
Loan income
Enterprize Zone
Regional Broadband
Rent income
Miscellaneous income
Member dues and assessments

Operating expenses

Program services
Area Agency on Aging
Community services
Regional Broadband
Business loan fund
Transportation
Enterprise Center

General and administrative

Operating income (loss)
Non-operating revenues (expenses)
Gain on sale of property
Investment income
Interest expense
Change in net position

Net position at the beginning of year

Net position at end of year

Budgeted Variance
Amounts Favorable

Original and Final Actual (Unfavorable)
$ 1,866,189 § 2,295,182 §$ 428,993
134,140 96,482 (37,658)

21,000 40,004 19,004

596,500 4,961,611 4,365,111
114,000 79,926 (34,074)

11,600 17,254 5,654

143,372 153,199 9,827
2,886,801 7,643,658 4,756,857
1,398,738 1,469,363 (70,625)
131,200 137,416 (6,216)
548,948 169,246 379,702
238,511 292,433 (53,922)

41,400 33,287 8,113

116,638 100,998 15,640
343,396 336,757 6,639
2,818,831 2,539,500 279,331
67,970 5,104,158 5,036,188

- 943,563 943,563

99 156 57

(24,200) (12,505) 11,695
(24,101) 931,214 955,315

$ 43,869 6,035372 $ 5,991,503

5,073,187
$ 11,108,559
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Region 10 League for Economic Assistance and Planning, Inc.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year_ ended June 30,_2018

Pass—T_hrough FYE 2018

Federal Entity Amount
CFDA  Identifying of Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Expended
U.S. DEPARTMENT OF COMMERCE
Economic Development Support for Planning Organizations 11.302 $ 70,000
Economic Adjustment Assistance 11.307 884.000
Total U.S. Department of Commerce 954,000

U.S. DEPARTMENT OF AGRICULTURE

Rural Business Development Grant 10.351 15,105
U.S. DEPARTMENT OF TRANSPORTATION

Passed through Colorado Department of Transportation

State Planning and Research 20.515 26,600
Formula Grants for Rural Areas 20.509 43,440
Total U.S. Department of Transportation 70,040

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed through Montrose County, Colorado
Community Development Block Grants/State’s Program and

Non-Entitlement Grants in Hawaii 14.228 218,486
U.S. SMALL BUSINESS ADMINISTRATION
Small Business Development Centers 59.037 20,985
Microloan Program 59.046 234.624
Total U.S. Small Business Administration 255,609
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Colorado Department of Human Services 16 IHEA AASC
84671
Special Programs for the Aging, Title VII, Ch3-Programs
for Prevention of Elder Abuse, Neglect and Exploitation 93.041 1,344
Special Programs for the Aging, Title VII, Ch2-Long Term
Care Ombudsman Services for Older Individuals 93.042 4,385
Special Programs for the Aging, Title III, Part D — Disease
Prevention and Health Promotion Services 93.043 3,987
Special Programs for the Aging, Title III, Part B — Grants for
Supportive Services and Senior Centers 93.044 226,785
Special Programs for the Aging, Title III, Part C — Nutrition
Services 93.045 286,552
National Family Caregiver Support, Title III, Part E 93.052 60,368
Nutrition Services Incentive Program 93.053 35,006
Medicare Enrollment Assistance Program 93.071 22.266
Total U.S. Department of Health and Human Services 640,693
Total federal awards expended $ 2153933
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Region 10 League for Economic Assistance and Planning, Inc.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS — CONTINUED

Yeir ended June 30,_2018

Aging Cluster

CFDA #
Special Programs for the Aging, Title III, Part B 93.044
Special Programs for the Aging, Title III, Part C 93.045
Nutrition Services Incentive Program 93.053
Total Aging Cluster
Federal awards to sub-recipients are as follows:
Program Title CFDA #
Special Programs for the Aging, Title III, Part B — Grants for
Supportive Services and Senior Centers 93.044
Special Programs for the Aging, Title III, Part C - Nutrition
Services 93.045
Nutrition Services Incentive Program 93.053

Total federal awards provided to sub-recipients
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Expenditures

$ 226,785
286,552
35.006

$ 548343

Amount Provided
to Sub-recipients

$ 14,000
286,552

35.006

$ 335.558




Region 10 League for Economic Assistance and Planning, Inc.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2018

NOTE A - GENERAL

The accompanying schedule of expenditures of federal awards includes the amount of federal grants
expended by Region 10 League for Economic Assistance and Planning, Inc., during the year ended June
30, 2018. The information in the schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. Therefore, some amounts presented in the schedule may differ from
amounts presented in, or used in, the preparation of the financial statements.

NOTE B - BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards is presented using the accrual basis of
accounting,

NOTE C - INDIRECT COST RATE

The Organization did not elect to use the 10 percent de minimus indirect cost rate.

21-
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CSD

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

November 28, 2018

To the Board of Directors
Region 10 League for Economic Assistance and Planning, Inc

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of Region 10 League for Economic Assistance and Planning,
Inc., which comprise the statement of net position as of June 30, 2018, and the related statements of revenues,
expenses and changes in net position and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated November 28, 2018

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Region 10 League for Economic
Assistance and Planning, Inc’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Region 10 League for Fconomic
Assistance and Planning, Inc’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the Organization’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we identified a deficiency, described in the accompanying
schedule of findings and questioned costs as item 2018-01, to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Region 10 League for Economic Assistance and Planning,
Inc.’s financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

2499 Hwy 6 & 50 www.csdcpa.com 970/245-3000
Grand Junction, CO 81505-1106 e-mail info@csdcpa.com Fax 970/242-4716
Toll Free 877/245-8080
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Chadwick, Steinkirchner, Davis & CO., P.C. Consultants and Certified Public Accountants

CSD

Board of Directors
November 28, 2018
Page 2

Region 10 League for Economic Assistance and Planning, Inc.’s response to the finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. We did not audit Region 10 League for
Economic Assistance and Planning, Inc.’s response and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Organization’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Governnient Auditing Standards in
considering the Organization’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

Llosureck Aihichrin, Movi k¥ G P.c.
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Chadwick, Steinkirchner, Davis & Co., PC. Consultants and Certified Public Accountants

CSD

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

November 28,2018

To the Board of Directors
Region 10 League for Economic Assistance and Planning, Inc.

Report on Compliance for Each Major Federal Program

We have audited Region 10 League for Economic Assistance and Planning, Inc.’s compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and material effect on
each of Region 10 League for Economic Assistance and Planning, Inc.’s major federal programs for the year ended
June 30, 2018. Region 10 League for Economic Assistance and Planning, Inc.’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Region 10 League for Economic Assistance and
Planning, Inc.’s major federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Region 10 League for Economic Assistance and Planning, Inc.’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Region 10 League for Economic Assistance and
Planning, Inc.’s compliance.

Opinion on Each Major Federal Program

In our opinion, Region 10 League for Economic Assistance and Planning Inc., complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2018.

2499 Hwy 6 & 50 www.csdcpa.com 970/245-3000
Grand Junction, CO 81505-1106 e-mail info@csdcpa.com Fax 970/242-4716
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Report on Internal Control Over Compliance

Management of Region 10 League for Economic Assistance and Planning, Inc. is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Region 10 League for Economic Assistance and
Planning Inc.’s internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of Region 10 League for Economic Assistance and Planning, Inc.’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have-not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

Bloostiroce, dCindirhrin, Movi k¥ Co Pc,
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Region 10 League for Economic Assistance and Planning, Inc.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30,2018

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unmodified Opinion
Internal control over financial reporting:
Material weakness(es) identified? v yes no
Significant deficiency(ies) identified
not considered to be material weaknesses? yes v none reported

Noncompliance material to financial statements
noted? yes v no

Federal Awards

Internal Control over major programs:

Material weakness(es) identified? yes v no
Significant deficiency(ies) identified
not considered to be material weaknesses? yes v none reported

Type of auditor’s report issucd on compliance
for major programs: Unmodified Opinion

Any audit findings disclosed that are required
to be reported in accordance with
the Uniform Guidance? yes v no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

11.307 Economic Adjustment Assistance

Dollar threshold used to distinguish between
Type A and Type B programs: $ 750,000

Auditee qualified as low-risk auditee? v yes no
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Region 10 League for Economic Assistance and Planning, Inc.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2018

SECTION II - FINDINGS UNDER GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

Reference Number: 2018-01
Type of Finding: Material weakness
Description: Insufficient internal controls over preparation of the schedule of expenditures of federal awards

CRITERIA

Region 10’s management is responsible for establishing and maintaining internal controls that include controls over the
preparation of the Schedule of Expenditures of Federal Awards. Uniform Guidance Regulation 2 CFR section 200.510(b),
requires that federal awards and related expenditures are disclosed in the Schedule of Expenditures of Federal Awards
(SEFA).

CONDITION/CONTEXT

Region 10’s internal controls over federal reporting for the SEFA did not include a thorough enough review process to
ensure that all awards required to be reported on the SEFA were present and represented with correct amounts for federal
expenditures.

EFFECT

Multiple revisions of the SEFA were required per request of the auditor to insure proper disclosure of federally awarded
programs and amounts. The omissions of awards and expenditures could lead to incorrect selection of awards or incorrect
selection for Uniform Guidance testing,

CAUSE
The SEFA had errors due to a lack of understanding by staff of items requiring inclusion and insufficient review of staff
reconciliations by a knowledgeable person.

RECOMMENDATION

Region 10 must design and implement effective internal control procedures to ensure the federal reporting and presentation
of the SEFA and related notes are free from material misstatement and misclassification. Such controls should include a
timely review of the SEFA to include verification of CEDA numbers, training for staff, and creation of a checklist and use
of other resources to insure proper preparation of the SEFA.

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS

Region 10 concurs with this recommendation and will implement a checklist/tracking system to aid in the review of the
SEFA. As budget allows, personnel will obtain ongoing training to increase their understanding of the SEFA. Management
will timely review staff’s prepared schedules.
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Region 10 League for Economic Assistance and Planning, Inc.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2018

SECTION III - FINDINGS AND QUESTIONED COSTS UNDER THE UNIFORM GUIDANCE

There were no findings or questioned costs noted under the Uniform Guidance.
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Region 10 League for Economic Assistance and Planning, Inc.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

June 30,2018

There were no findings or questioned costs for the year ended June 30, 2017.
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