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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Board of Directors
Greenwood Athletic Club Metropolitan District

Report on the Financial Statements

We have audited the accompanying financial statements for Greenwood Athletic Club Metropolitan District
(the “District”’) as of and for the year ended December 31, 2019 and the related notes to the financial

statements, which collectively comprise the District's basic financial statements, as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers 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 Greenwood Athletic Club Metropolitan District as of December 31, 2019 and the changes in its

financial position and its cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.
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To the Board of Directors
Greenwood Athletic Club Metropolitan District

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis 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 supplemental information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The budgetary comparison schedules are presented for
the purpose of additional analysis and are not a required part of the basic financial statements. The
budgetary comparison schedules have not been subjected to the auditing procedures applied in the audit of

the basic financial statements, and, accordingly, we do not express an opinion or provide any assurance on
them.

b doedt + Qarocdn, P.C

SCHMIDT + ASSOCIATES, P.C.

Greenwood Village, Colorado
September 17, 2020
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Greenwood Athletic Club Metropolitan District
Management’s Discussion and Analysis

The management's discussion and analysis (the "MD&A") is designed to provide an analysis of the Greenwood
Athletic Club Metropolitan District's (the "District") financial condition to inform the reader on the District's financial
issues and activities for the fiscal year ended December 31, 2019.

The MD&A should be read in conjunction with the District's statement of net position; statement of revenue,
expenses, and changes in net position; and statement of cash flows and associated notes to the basic financial
statements.

Financial Highlights

e The statement of net position shows total assets and deferred outflows of resources of $34,076,106 and total
liabilities of $38,150,935 at December 31, 2019.

¢ In the statement of net position, the liabilities of the District exceeded its assets by $4,074,829 at December
31, 20109.

e The District's total net position increased by $190,472 during the year ended December 31, 2019.

Overview of the Basic Financial Statements

The basic financial statements of the District are presented as a special purpose government engaged in
business-type activities - providing health and fitness services and facilities.

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

The statement of revenue, expenses, and changes in net position presents information showing how the District's
net position changed during the fiscal period presented. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenue
and expenses reported in this statement are for some items that result in cash flows related to prior fiscal periods
or will result in cash flows in future fiscal periods (e.g., revenue received in advance and accrued liabilities).

The statement of cash flows presents information showing how the District's cash position changed during the
most recent fiscal period through three categories - operating activities, capital and related financing activities, and
investing activities.

The basic financial statements include only the District itself and can be found on pages 7 — 9 of this report.



Greenwood Athletic Club Metropolitan District
Management’s Discussion and Analysis (Continued)

The District's Net Position

2019
Assets
Current and other assets $ 4,114,992
Property and equipment — Net 26,211,114
Total Assets 30,326,106
Deferred Outflows of Resources 3,750,000
Liabilities
Current liabilities 3,410,497
Noncurrent liabilities:
Due within one year 1,278,625
Long-term notes and bonds payable 33,461,814
Total liabilities 38,150,935
Net Position $ (4,074,829)
The District’s Changes in Net Position
2019
Operating Revenue $ 13,693,794
Operating Expenses
Salaries and employee benefits 6,440,896
Selling, general, and administrative 3,026,770
Depreciation and amortization 2,257,300
Total operating expenses 11,724,966
Nonoperating Revenue and Expenses (1,778,356)
Change in Net Position 190,472
Net Position - Beginning of year (4,265,301)
Net Position - End of year $ (4,074,829)

The District currently receives all of its revenue from user fees and charges and lease income. Property taxes are
not levied by the District.

Budgetary Highlights

The District's total expenditures for 2019 were less than budgeted appropriations by $964,535.

The District's budgetary comparison schedules can be found in the other supplemental information on pages 20
- 22.



Greenwood Athletic Club Metropolitan District
Management’s Discussion and Analysis (Continued)

Capital Assets and Debt Administration

Capital Assets

The District's investment in capital assets for its business-type activities as of December 31, 2019 amounts to
$26,641,842. This investment in capital assets includes office furniture and fixtures, fithess facilities and
equipment, vehicles, land and buildings, and other intangible assets.

Major capital asset events during the current fiscal period included the following:

e Completion of new flooring in the Upper CV room, staff lounge, café, studio 2 and yoga areahallways
¢ IT hardware and software - Server and computer upgrades, firewall and antivirus upgrades

e Recovery Zone construction and equipment

e Fabrication of new corner marquee and entrance signs

¢ New bench tops for men's and women's locker room benches

¢ New camera security system — cameras, cabling and network video recorder

¢ Indoor tennis court LED lights

e Main chiller 1 and 2 condenser fan motor replacements

e Tennis club patio furniture

e Men’s locker room glass shower doors and partitions

¢ Tinog group fithess member recognition camera system and software for managing our group fitness program
e Les Mills Virtual audio and visual equipment system for virtual group fitness classes

e Basketball court divider curtain

e Various pieces of weight training equipment

e Multiple pieces of cardiovascular equipment

2019

Building and building improvements $ 30,832,810
Land 4,685,127
Outdoor pool and landscaping 3,032,944
Equipment 3,829,840
Other intangible assets 1,573,007
Construction in progress 73,260

Total 44,026,989
Less accumulated depreciation and amortization ( 17,385,147 )

Total $ 26,641,842

Additional information on the District's capital assets can be found in Notes 6 and 7.



Greenwood Athletic Club Metropolitan District
Management’s Discussion and Analysis (Concluded)

Debt Administration

The District's issuance of debt for its business-type activities and purchase of the fitness facilities as of December
31, 2019 amounts to $34,740,438.

2019
Bonds payable - Related party $ 21,544,000
Notes payable 15,030,317
Total 36,574,317
Less payments on notes payable (1,833,879)
Total debt $ 34,740,438

Additional information on the District's debt can be found in Notes 9 and 10.

Requests for Further Information

This financial report is designed to provide a general overview of the District's finances for all those with an interest
in the government's finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the District:

Greenwood Athletic Club Metropolitan District
5801 South Quebec Street

Greenwood Village, CO 80111

303-770-2582



Greenwood Athletic Club Metropolitan District

Statement of Net Position
December 31, 2019

Assets
Current Assets:
Cash and cash equivalents
Accounts receivable — Net
Prepaid expenses

Total current assets
Noncurrent assets:
Restricted cash and cash equivalents
Property and equipment — Net
Intangible — Net

Total noncurrent assets

Total assets

Deferred Outflows of Resources — Goodwill — Net

Liabilities
Current liabilities:
Accounts payable
Accrued liabilities and other
Revenue received in advance
Current portion of notes payable

Total current liabilities

Noncurrent liabilities:

Notes payable — Net of current portion

Bonds payable — Related party
Total noncurrent liabilities
Total liabilities
Net Position
Net investment in capital assets

Unrestricted

Total net position

$

(

2,731,900
227,140
34,666

2,993,706

690,557
26,211,114
430,729

27,332,400

30,326,106

3,750,000

264,649
757,887
2,387,961
1,278,625

4,689,122

11,917,813
21,544,000

33,461,813

38,150,935

19,756,143
23,830,972

4,074,829

See independent auditors’ report and notes to financial statements.
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Greenwood Athletic Club Metropolitan District

Statement of Revenue, Expenses, and Changes in Net Position
For the Year Ended December 31, 2019

Operating Revenue

Membership dues $ 8,231,784
Fitness revenue 2,670,436
Sports revenue 1,460,088
Lease revenue 330,571
Initiation fees 237,522
Other revenue 763,393
Total operating revenue 13,693,794
Operating Expenses
Salaries and employee benefits 6,440,896
Selling, general and administrative 3,026,770
Depreciation and amortization 2,257,300
Total operating expenses 11,724,966
Operating Income 1,968,828
Nonoperating Revenue (Expense)
Subordinate bond interest expense ( 1,163,287 )
Other interest expense ( 652,263 )
Interest income 28,794
Gain on disposal of capital asset 8,400
Total nonoperating expenses ( 1,778,356 )
Change in Net Position 190,472
Net Position — Beginning of Year ( 4,265,301 )
Net Position — End of Year $ ( 4,074,829 )

See independent auditors’ report and notes to financial statements.
8



Greenwood Athletic Club Metropolitan District

Statement of Cash Flows
For the Year Ended December 31, 2019

Cash Flows from Operating Activities

Cash received from customers and tenants

Cash paid to vendors and employees

Net cash and cash equivalents provided by operating activities

Cash Flows from Capital and Related Financing Activities

Proceeds from sale of capital assets

Asset purchases

Principal payments of notes payable

Interest paid

Net cash and cash equivalents used in capital and related
financing activities

Cash Flows Provided by Investing Activities — Interest received
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents — Beginning of year
Cash and Cash Equivalents — End of year
Classification of Cash and Cash Equivalents
Cash and cash equivalents

Restricted cash and cash equivalents

Total cash and cash equivalents

Reconciliation of Operating Income to Net Cash from Operating Activities

Operating income
Adjustments to reconcile operating income to net cash from
operating activities:
Depreciation
Amortization
Bad debt expense
Changes in net position and liabilities:
Account receivable
Prepaid and other assets
Accounts payable
Accrued and other liabilities
Revenue received in advance

Total adjustments

Net cash and cash equivalents provided by operating activities

See independent auditors’ report and notes to financial statements.
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13,563,930

(9,530,602

4,033,328

8,400
( 542,555
1,833,879

—~ e~

(4,183,584

28,794

(121,462

3,543,919

3,422,457

2,731,900

690,557

3,422,457

1,968,828

1,454,600
802,700
9,967

(122,059
5,975
(123,320
54,409

( 17,772
2,064,500

4,033,328

1,815,550

— — —



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 1 - Nature of Business

Greenwood Athletic Club Metropolitan District (the "District") is a quasi-municipal organization created by
an Order and Decree of the District Court in Arapahoe County, Colorado on November 13, 2003. The
purpose of the District is to provide and maintain a health and fitness facility through Club Greenwood (the
"Club") for the Club's members. The Club's members primarily live in the Denver metropolitan area.

Note 2 - Significant Accounting Policies
Accounting and Reporting Principles

The District follows accounting principles generally accepted in the United States of America (GAAP), as
applicable to governmental units. Accounting and financial reporting pronouncements are promulgated by
the Governmental Accounting Standards Board (GASB). The following is a summary of the significant
accounting policies used by the District:

Reporting Entity

The District is governed by an elected board of directors. As required by accounting principles generally
accepted in the United States of America, the accompanying statement of net position presents the
financial position of the District (the primary government), which has no component units. The District is
not financially responsible for any other organization.

Report Presentation

This report includes the fund-based statements of the District. In accordance with government accounting
principles, a government-wide presentation with program and general revenue is not applicable to special
purpose governments engaged only in business-type activities.

Basis of Accounting

The District's records are maintained on the accrual basis of accounting and economic resource
measurement focus in accordance with GAAP, including all applicable statements of the Governmental
Accounting Standards Board. Revenue is recognized when earned, and expenses are recognized when
the liability is incurred. Depreciation is computed and recorded as an operating expense. Expenditures for
property and equipment are shown as increases in assets.

Specific Balances and Transactions

Cash and Cash Equivalents

For the purpose of the accompanying financial statements, the District considers all highly liquid
investments purchased with original maturities of three months or less to be cash equivalents. The
statement of net position includes both unrestricted and restricted cash and cash equivalents. The

carrying amount reported in the statement of net position for unrestricted and restricted cash and cash
equivalents approximates fair value due to the short-term nature of these investments.

The District continually monitors its positions with, and the credit quality of, the financial institutions with
which it invests. As of the statement of net position date, and periodically throughout the year, the District
has maintained balances in various operating accounts in excess of federally insured limits.

Accounts Receivable

Accounts receivable for membership dues, services, and initiation fees are shown net of sales discounts.
An allowance for uncollectible accounts is established on an aggregate basis by using historical write-off
rate factors and management's analysis. Management anticipates all receivables will be collected, based
on experience with similar types of accounts, and a minimal allowance for doubtful accounts has been

established. Uncollectible amounts are written off against the allowance for doubtful accounts in the period
they are determined to be uncollectible.

10



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 2 - Significant Accounting Policies (Continued)
Restricted Cash
Restricted cash consists of cash and cash equivalents held in a senior loan/bond reserve account and a
capital replacement reserve account, as required by the bonds payable further discussed in Note 10.

Capital Assets
Capital assets include property, equipment, and intangible assets.

Property and equipment are recorded at cost. The straight-line method is used for computing depreciation
and amortization. Assets are depreciated over their estimated useful lives. Costs of maintenance and
repairs are charged to expense when incurred. During the period of construction, all assets are
capitalized.

Acquired intangible assets subject to amortization are stated at cost and are amortized using the straight-
line method over the estimated useful lives of the assets. Intangible assets that are subject to amortization
are reviewed for potential impairment whenever events or circumstances indicate that carrying amounts
may not be recoverable. Assets not subject to amortization are tested for impairment at least annually.
Goodwill and intangible assets with indefinite useful lives are amortized over 20 years.

Deferred Outflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position
that applies to future periods and will not be recognized as an outflow of resources (expense/expenditure)
until then.

The District reports deferred outflows related to the deferred charge from the excess acquisition cost over
fair value of net tangible and identifiable intangible assets of the net position acquired in the purchase
transaction, which is reflected as goodwill on the statement of net position.

s

Net position of the District is classified in three components. Net investment in capital assets consists of
capital assets net of accumulated depreciation and is reduced by the current balances of any outstanding
borrowings used to finance the purchase or construction of those assets. The restricted component of net
position consists of restricted assets reduced by liabilities and deferred inflows of resources related to
those assets. Unrestricted net position is the remaining net position that does not meet the definition of
invested in capital or restricted.

.
Initiation fees are nonrefundable and are recognized as revenue as of the effective date of membership.
Membership dues are recorded as income on a monthly basis. Membership dues collected in advance are
recorded as revenue over the applicable period. Revenue from services and programs is recorded on a
monthly basis and recognized as earned.

Budget and Property Taxes

In accordance with the State Budget Law, the District's board of directors holds public hearings in the fall
each year to approve the budget and appropriate the funds for the ensuing year. The appropriation is at
the total fund expenditures level and lapses at year end. The budget may be amended by action of the
board of directors upon proper publication. Property taxes are not levied.

.

Advertising expense is charged to expense during the year in which it is incurred. Advertising expense for
2019 was $195,960.

11



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 2 - Significant Accounting Policies (Concluded)
Income Taxes

The District is a political subdivision and body corporate of Arapahoe County, Colorado; as such, the
income generated by the District in the exercise of its essential government function is exempt from
federal income tax under Section 115 of the Internal Revenue Code. The District has no unrelated
business income tax liability recorded as of December 31, 2019. The District has evaluated tax positions
taken, and, as none are considered to be uncertain, no amounts have been recognized.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ from those estimates.

Subsequent Events

The financial statements and related disclosures include evaluation of events up through and including
September 9, 2020, which is the date the financial statements were available to be issued.

Upcoming Accounting Pronouncements

In June 2017, the GASB issued Statement No. 87, Leases, which improves accounting and financial
reporting for leases by governments. This statement requires recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources. The District is currently evaluating the impact this standard will have on the financial
statements when adopted. In May 2020, the GASB issued Statement No. 95, Postponement of the
Effective Dates of Certain Authoritative Guidance, which postponed the effective date of Statement No.
87 for the District's financial statements to the year ending December 31, 2022.

In March 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt, Including Direct
Borrowings and Direct Placements. This statement establishes criteria to improve the information that is
disclosed in the notes to the government financial statements related to debt, including direct borrowings
and direct placements. It also clarifies which liabilities governments should include when disclosing
information related to debt. The District is currently evaluating the impact this standard will have on the
financial statements when adopted. In May 2020, the GASB issued Statement No. 95, Postponement of
the Effective Dates of Certain Authoritative Guidance, which postponed the effective date of Statement
No. 88 for the District's financial statements to the year ending December 31, 2020.

12



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 3 - Cash Deposits and Investments
Cash Deposits

The Colorado Public Deposit Protection Act (the "PDPA") requires that all political subdivisions of the
State 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. The PDPA allows the institution to create a single collateral pool for all public funds. The
pool for all uninsured public deposits as a group is to be maintained by another institution or held in trust.
The market value of the collateral must be at least equal to 102 percent 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.

Bank Carrying

Balance Balance
FirstBank deposits $ 115,000 $ 677,638
FirstBank liquid asset savings 2,053,462 2,053,462
Petty cash 800 800
Restricted cash and cash equivalents 690,539 690,557
Total $ 2,859,801 $ 3,422,457

The restricted cash and investments constitute funds received from bond issuances that are currently in
governmental money market accounts. These funds are held in FirstBank liquid asset savings accounts.

The local government investment pool, which includes COLOTRUST, is rated AAAm by Standard &
Poor's.

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the District's deposits may not be
returned to it. The District does not have a deposit policy for custodial credit risk. At year end, the District
had no uninsured or uncollateralized deposits. The District believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a result, the District
evaluates each financial institution with which it deposits funds and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk level are used as depositories.

Investments

The District has not adopted a formal investment policy; however, the District follows state statutes
regarding investments. Colorado statutes specify investment instruments meeting defined rating and risk
criteria in which local governments may invest, which include the following:

¢ Obligations of the U.S. and certain U.S. government agency securities

e 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

13



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 4 - Restricted Assets

At December 31, 2019, restricted assets are composed of the following:

Senior loan/bond reserve $ 545,113
Capital replacement reserve 145,444
Total $ 690,557

Note 5 — Accounts Receivable

Accounts receivable $ 228,669
Allowance for doubtful accounts ( 1529 )
Total $ 227,140

Accounts receivable over ninety days old as of December 31, 2019 was $15,512.

Note 6 - Acquired Intangible Assets and Goodwill

Intangible assets of the District at December 31, 2019 are summarized as follows:

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Amortized intangible assets:
Start-up costs $ 1,544,488 $ ( 1,142,279 ) $ 402,209
Closing costs and prepaid fees 109,512 ( 80,992 ) 28,520
Total amortized intangible assets $ 1,654,000 $ ( 1,223,271 ) $ 430,729

Amortization expense for intangible assets totaled $82,700 for the year ended December 31, 2019.
Amortization expense for the intangible assets will be approximately $82,700 annually through 2023 and
$99,929 thereafter.

The net carrying value of goodwill is reported as a deferred outflow on the statement of net position. The
recorded amount of goodwill at December 31, 2019 is as follows:

Goodwill $ 14,400,000
Accumulated amortization ( 10,650,000 )
Net carrying value $ 3,750,000

Goodwill amortization expense totaled $720,000 in 2019. Amortization expense for goodwill will be
approximately $720,000 annually through 2023 and $870,000 thereafter.

14



Greenwood Athletic Club Metropolitan District

Notes to Financial Statements
December 31, 2019

Note 7 - Capital Assets

Capital asset activity of the District was as follows:

Balance Balance
January 1, Disposals and December 31,
2019 Reclassifications Additions Adjustments 2019
Capital assets not being
depreciated:
Land $ 4,685,127 $ 0o $ 0 0 4,685,127
Construction in progress 0 0 73,260 0 73,260
Subtotal 4,685,127 0 73,260 0 4,758,387
Capital assets being depreciated:
Building 17,012,650 0 0 0 17,012,650
Indoor tennis building 5,740,295 0 0 0 5,740,295
Building improvements 7,136,069 0 11,054 0 7,147,123
Equipment 3,437,900 0 458,241 (66,300) 3,829,840
Outdoor pool 2,345,473 0 0 0 2,345,473
Fixtures 932,742 0 0 0 932,742
Landscaping 687,472 0 0 0 687,472
Subtotal 37,292,601 0 469,295 (66,300) 37,695,596
Accumulated depreciation:
Building (5,302,575) 0 (425,317) (5,727,892)
Indoor tennis building (1,985,186) 0 (143,507) (2,128,693)
Building improvements (2,105,728) 0 (391,907) (2,497,635)
Equipment (2,472,712) 0 (367,703) 66,300 (2,774,115)
Outdoor pool (1,417,057) 0 (117,274) (1,534,331)
Fixtures (932,742) 0 0 (932,742)
Landscaping (638,570) 0 (8,891) (647,461)
Subtotal (14,854,570) 0 (1,454,599) 66,300 (16,242,869)
Net capital assets being
depreciated 22,438,031 0 (985,304) 0 21,452,727
Net capital assets 27,123,158 0 (912,044) 0 26,211,114
Note 8 - Accrued and Other Liabilities
The following is the detail of accrued liabilities at December 31, 2019:
Compensation $ 404,293
Other 296,439
Vacation 55,225
Sales tax 1,930
Total $ 757,887

15



Greenwood Athletic Club Metropolitan District
Notes to Financial Statements
December 31, 2019

Note 9 - Long-term Debt
Notes payable consist of the following:

Note payable to a bank with an original principal balance of $16,000,000 and interest at 4.04%. The note
requires monthly principal and interest payments of $125,327 and matures on January 1, 2025.

Note payable to a bank with an original principal balance of $7,646,240 and interest at 5.12%. The note
requires monthly principal and interest payments of $81,851 and matures on October 1, 2027.

The notes are collateralized by substantially all of the assets of the District and are subject to certain
restrictive covenants.

On April 28, 2020, in order to remedy the debt service coverage ratio failure on both notes payable and as
a result of the changes to the District's business because of the COVID-19 Pandemic, several
modifications were made to the original loan documents. The debt service coverage ratio has been waived
by the lender until the next test date within 120 days from the District’s fiscal year end, December 31, 2020.
The District is required to assign a deposit account to the lender as additional security in the amount of
$410,000 while not in compliance with the ratio. These funds will be released when the ratio is again at
least 1.20. The April, May and June 2020 principal and interest payments on the notes payable have been
deferred, however interest shall continue to accrue. These modifications are reflected in the disclosures
below.

Notes payable activity for the year ended December 31, 2019 can be summarized as follows:

Beginning Ending Due within
Balance Additions Payments Balance One Year

Notes payable:
$16,000,000 note $ 8,081,922 $ 0 $ (1,196,223) $ 6,885,700 $ 860,487
$7,646,240 note 6,948,395 0 (637,656) 6,310,738 418,138
Total notes payable ~$ 15,030,317 $ 0 $ (1,833879) $ 13,196,438 $ 1,278,625

Debt Service Requirements to Maturity

Annual debt service requirements to maturity for the above notes payable are as follows:

Years Ending

December 31 Principal Interest Total
2020 $ 1,278,625 $ 585,982 $ 1,864,606
2021 1,973,712 512,429 2,486,142
2022 2,064,007 422,135 2,486,142
2023 2,158,491 327,651 2,486,142
2024 2,256,627 229,514 2,486,142

2025-2027 3,464,976 258,108 3,723,083
Total $ 13,196,438 $ 2,335,818 $ 15,532,256
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Greenwood Athletic Club Metropolitan District
Notes to Financial Statements
December 31, 2019

Note 10 - Bonds Payable - Related Party

Pursuant to an election held on November 4, 2003 authorizing the District to issue up to $49,370,000 of
bonds, on March 17, 2005, the District issued $23,786,000 of Series 2005B Bonds (the "bonds") to former
owners and members of the board of directors. The bonds bear interest from 3.73 to 13.50 percent per
annum or at an amount determined by the board of directors (5.40 percent as of October 30, 2018 and
October 31, 2019); mature on March 1, 2030; and are subordinate to the senior notes described in Note
9.

Interest is paid to the bond holders to the extent of net revenue available per the bond agreement. At the
beginning of the year, the board of directors approves the amount that will be available for the bond
interest expense based on the operating budget. The difference between the approved annual interest
payments and the interest calculated using the rates set forth in the bond agreement results in accrued
interest. Accrued interest is not reported in the statement of net position, as the District will be fully
discharged of all debt under the bonds at the end of the bonds' term, and actual payments of accumulated
interest are contingent on the availability of such funds, as set forth below. During the year ended
December 31, 2019, the District paid $0 of accrued accumulated interest. Total cumulative accrued
interest was $3,435,306 at December 31, 2019. During the year ended December 31, 2019, the District
paid $1,163,287 of current year interest expense.

The bonds were subject to optional early redemption premiums of 2 percent through February 28, 2014.
There were no redemptions during 2019.

Principal on the bonds is payable only after all of the following are paid:
e First, all amounts due on the senior notes described in Note 9
e Second, the amount necessary to replenish the senior loan reserve fund

e Third, to the capital replacement reserve, the lesser of $500,000 per year or all net revenue remaining
after one and two above

¢ Fourth, the amount due for the current year bond interest payment
¢ Fifth, any amount available to optionally redeem the bonds and any premium due

¢ Sixth, the balance of net revenue, if any, will be applied to the principal loan balance for the senior
notes described in Note 9 or deposited into the capital replacement reserve, at the District's discretion.

During the year ended December 31, 2019, the District paid $0 of the principal balance due on the bonds.

Note 11 - Operating Leases - Lessor

The District leases space to unrelated entities under four separate noncancelable operating leases
expiring in various years through 2030.

The District leases space for a spa to an affiliate under an operating lease. The lease provides for
minimum annual rent of $64,023. The tenant also pays rent for two massage rooms totaling $41,634 per
year and is responsible for common area maintenance and bookkeeping charges. Effective March 1,
2004, the tenant began paying rent on a month-to-month basis for an additional massage room totaling
$3,200 per year. Included in the lease was the use of equipment and other items. The initial lease was for
a term of 10 years, which was extended through December 2030. Along with the renewal, the lease was
amended to state the base rent of $121,992 per year and rent one additional room totaling $6,592 per
year.
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Notes to Financial Statements
December 31, 2019

Note 11 - Operating Leases - Lessor (Continued)

Future minimum rent on noncancelable leases as of December 31, 2019 for each of the next five years,
and in the aggregate, are as follows:

Years Ending Related
December 31: Party Other Total
2020 $ 128584 $ 182,467 $ 311,051
2021 128,584 148,967 277,551
2022 128,584 126,967 255,551
2023 128,584 126,967 255,551
2024 128,584 116,386 244,971
Thereafter 771,506 0 771,506
Total $ 1,414,426 $ 701,754 $ 2,116,181

Note 12 - Property Tax and TABOR
The District does not currently certify a mill levy, and it is anticipated that it will not do so in the future.
TABOR Amendment

On November 3, 1992, the state of Colorado passed the TABOR Amendment. This is a tax, spending,
revenue, and debt limitation amendment. This amendment affects the ability of governmental entities to
increase property taxes. The District believes it is in substantial compliance with this amendment.

Note 13 - Operating Leases

The District is obligated under operating leases primarily for office equipment, expiring at various dates
through 2025. Total rent expense under these leases was $42,775 for 2019.

Future minimum annual commitments under these operating leases are as follows:

Years Ending
December 31:

2020 $ 39,675
2021 30,732
2022 11,701
2023 10,480
2024 10,480
2025 3,493
Total $ 106,561
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Note 14 - Related Party Transactions
Sales and Purchases

Each director of the District complies with the Colorado statutes regarding conflicts of interest, including
written disclosures to the Secretary of State and to the board of directors and abstention from voting when
required. In addition, the first item on the board of directors' agenda at each meeting is an inquiry by the
chairman as to whether any member has any other conflict to disclose.

Several members of the board of directors hold ownership interest in the entity that sold the Club. These
same owners are the holders of the bonds that were issued to finance the purchase of the Club.

A related party provides the District with management services and personnel to operate the Club. The
contract requires monthly payments and $37,046 plus the personnel costs.

Related party balances and transactions consists of the following:

Subordinated revenue bondholders $ 21,544,000
Interest expense on bonds $ 1,163,287
Management fees $ 444,555
Rental income $ 135,575

Note 15 - Intergovernmental Agreements
City of Greenwood Village, Colorado

The District entered into an intergovernmental agreement (IGA) with the City of Greenwood Village,
Colorado (the "City"). The IGA approved the purchase price of the Club and authorized the issuance of
revenue bonds to finance the purchase.

At the end of 25 years or when all the District's debt is redeemed, whichever is earlier, the District will
convey ownership of the Club to the City.

The debt shall not be refinanced without the prior written permission of the City. The structure of any
bonded indebtedness shall be subject to the reasonable approval of the City. The Club must be open to
the public on a financial basis to pay the debt when due. The City agrees that city residents who join the
Club are eligible for the City's Recreational Reimbursement Program (currently $500 per year per family).

Other operational matters included in the IGA include the commitment to spend at least $500,000, as
amended, per year on capital maintenance, and terms of contracts and operational leases may not extend
beyond the date of conveyance to the City. The District will be governed by a five-member board of
directors. To the fullest extent permitted by law, the District shall cooperate in and take steps to arrange
the qualification and appointment of two individuals selected by the City to serve as members of the board
of directors of the District and one individual selected by the City who is a current member of the Club, a
resident of the City at the time of selection, and having no relation to any subordinate bondholder of the
District. The intent is for the board to be composed of no more than two subordinate bondholders.

Greenwood Metropolitan District

The District is a party to an IGA with the Greenwood Metropolitan District to provide for a fee to be paid in
lieu of taxes. The fee for the year ended December 31, 2019 was $18,577, and is subject to annual
adjustment based on factors such as the Consumer Price Index.
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Note 16 - Risk Management - Colorado Special Districts Property and Liability
Pool

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 is one of approximately
1,400 special districts that are members of the Colorado Special Districts Property and Liability Pool (the
"Pool") as of December 31, 2019. The Pool is an organization created by an IGA to provide property and
general liability, automobile physical damage and liability, public officials' liability, workers' compensation,
crime, excess liability, and equipment breakdown coverage to its members. The Pool is responsible for
the first $300,000 per occurrence on all property claims and is reinsured up to $750,000,000 per
occurrence. The Pool has a stop-loss policy in place for property coverage, which limits the aggregate of
its retentions ($300,000 per occurrence) to $1,637,971. Additionally, the Pool has entered into
reinsurance contracts that offer reinsurance coverage for general, auto, and public officials’ liability
coverage for amounts in excess of the first $1,000,000 with reinsurance coverage of a maximum of

$9,000,000.

The District pays annual contributions to the Pool for property, general liability, public officials' liability, auto
liability, auto physical damage, excess liability, equipment breakdown, and crime. In the event aggregated
losses incurred by the Pool exceed amounts recoverable from reinsurance contracts and funds
accumulated by the Pool, the Pool may require additional contributions from the Pool's members. Any
excess funds that the Pool determines are not needed for purposes of the Pool may be returned to the
members pursuant to a distribution formula. However, the Pool has retained these excess funds in order
to maintain stable contribution levels, rather than return the funds to the members. The District continues
to carry commercial insurance coverage for other risks of loss. Settled claims have not exceeded this

commercial coverage since the District's inception.

Note 17 — COVID-19 Impact

In March 2020, the World Health Organization declared a global pandemic related to the COVID-19
outbreak. The pandemic has caused unprecedented economic volatility and uncertainty which has
negatively impacted the District's recent 2020 operating results. In response to the COVID-19 pandemic,
the District proactively closed the club the evening of March 16, 2020 for what the District anticipated at the
time to be two weeks. Shortly after the District's decision to close, the Governor of Colorado announced a
mandatory closure of gyms and health clubs for 30 days pursuant to Public Health Order 20-22. Through
various amendments and additional Public Health Orders, the State mandated closure was extended until
the Club was legally allowed to open on June 4, 2020 with restrictions in place. After implementing the

District’s re-opening protocols, the club officially re-opened June 9, 2020.

Since the Club closed well after the billing for March, members were not credited for March dues. However,
the District suspended billing for April, May and June. During the time the Club was closed, several
members offered to continue being billed for 50% or 100% of their dues. This provided an average of 44%
of the District's normal billing for the months January — March prior to the Club’s closure. The District
commenced its normal billing the first full month of being open on July 1 at 71% its normal billing for the

months January — March prior to the Club’s closure.

The full impact of the COVID-19 outbreak continues to evolve as of the date of this report. As such, it is
uncertain as to the full magnitude that the pandemic will have on the District’s financial condition and future
results of operations. Management is actively monitoring the effect of the pandemic on its financial
condition, operations, industry, and workforce. Given the daily evolution of the COVID-19 outbreak and the
global responses to curb its spread, the extent of the pandemic’s impact on the District’'s operations cannot
be reasonably estimated at this time. We anticipate that the COVID-19 pandemic will continue to negatively

impact the District’'s operating results in future periods.
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Note 17 - COVID-19 Impact (Concluded)

The District took the following steps to efficiently manage the business, as well as increase liquidity and
financial flexibility in order to mitigate the current and anticipated future impact of the COVID-19 pandemic
on the District’s operations:

e In April, the District obtained a Paycheck Protection Program loan through the U.S. Small Business
Administration (SBA) facilitated by the District's bank. The loan amount is $1,229,600 and is expected
to be fully forgiven. The loan covered payroll and benefit costs through the end of June 2020.

e The District worked with its bank to defer the principal and interest payments on its two senior notes
payable for April, May and June.

e Subordinate bond interest payments have been deferred at least through the end of 2020 and possibly
into 2021.

o The majority of capital expenditures for 2020 have been deferred. Some expenditures continue to be
made to support vital business initiatives.

Although we expect the COVID-19 pandemic to continue to negatively impact the District's operations and
cash flows, based on management's current expectations and currently available information, the District
believes current cash and cash from operations will be sufficient to meet its operating cash requirements
and principal and interest payments on its senior notes payable well into 2021.

21



Other Supplemental Information

22



Greenwood Athletic Club Metropolitan District
Other Supplemental Information

Budgetary Comparison Schedule
Year Ended December 31, 2019

Original Final (Under) Over
Budget Budget Actual Final Budget
Revenue

Membership dues and initiation fees $ 8,508,409 $ 8,508,409 $ 8,469,306 $ ( 39,103
Lease revenue 330,259 330,259 330,571 312
Other revenue 5,751,997 5,751,997 4,893,917 ( 858,080
Interest income 25,121 25,121 28,794 3,673
Total revenue 14,615,786 14,615,786 13,722,588 ( 893,198

Expenditures
Salaries and employee benefits 7,074,240 7,074,240 6,440,896 633,344
Selling, general and administrative 3,162,043 3,162,043 3,026,770 135,273
Capital expenditures 730,074 730,074 534,156 195,918
Subordinated bond payments — Interest 1,163,287 1,163,287 1,163,287 0
Senior debt — Interest 652,265 652,265 652,263 2
Senior debt — Principal 1,833,877 1,833,877 1,833,879 ( 2
Total expenditures 14,615,786 14,615,786 13,651,251 964,535
Net Change in Funds Available 0 0 71,337 71,337
Funds Available — Beginning of year 202,431 202,431 202,431 0
Funds Available — End of year 202,431 202,431 273,768 71,337

See note to other supplemental information. 23



Greenwood Athletic Club Metropolitan District

Note to Other Supplemental Information
December 31, 2019

Budgetary Information

In accordance with the State Budget Law, the District's board of directors holds public hearings in the fall each
year to approve the budget and appropriate the funds for the ensuing year. The appropriation is at the total fund
expenditures level and lapses at year end. The budget may be amended by action of the board of directors upon
proper publication. Property taxes are not levied.

A reconciliation of the budgetary comparison schedules to the statement of revenue, expenses, and changes in
net position is as follows:

Excess of revenue and other financing sources over expenditures and other

financing uses $ 71,337
Adjustments to reconcile to GAAP:
Additions:
Capital expenditures $ 542,555
Principal payments on senior debt 1,833,879
Total 2,376,434
Subtractions:
Depreciation (1,454,600)
Amortization (802,700)
Total (2,257,300)
Change in net position $ 190,472
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