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INDEPENDENT AUDITORS’ REPORT

Board of Directors
One Horse Business Improvement District
City of Lakewood, Colorado

We have audited the accompanying financial statements of the governmental activities and each
major fund of the One Horse Business Improvement District, as of and for the year ended
December 31, 2019, and the related notes to the financial statements and respective budgetary
comparison for the general fund, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Financial Statements Tax Preparation 1 Business Consulting Litigation Support



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the One
Horse Business Improvement District, as of December 31, 2019, and the respective changes in net
position and budgetary comparison for the general fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not part of the basic financial statement,
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. Our opinion on the basic financial statements is not affected by
the missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s financial statements as a whole. The supplementary
information as listed in the table of contents is presented for purposes of legal compliance and
additional analysis and is not a required part of the financial statements.

The supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole.
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One Horse Business Improvement District
GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET POSITION

ASSETS
Cash and investments
Cash and investments - restricted
Sales taxes receivable
Prepaid insurance
Due from other districts
Capital assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding

Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

LIABILITIES
Accounts payable
Accrued interest on bonds
Bonds payable
Due within one year
Due in more than one year

Total Liabilities

Total Deferred Inflows of Resources

FUND BALANCES/NET POSITION
Fund Balances:
Restricted:
Emergencies
Debt service
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

Net Position:
Net investment in capital assets
Restricted for:

Emergencies

Debt service
Unrestricted

Total net position

As of December 31, 2019

Statement

Debt of
General Service Total Adjustments Net Position
$ 1,087,613 243464  $ 1,331,077 § - §$ 1,331,077
- 1,793,255 1,793,255 - 1,793,255
475,162 - 475,162 - 475,162
1,699 - 1,699 - 1,699
333,000 - 333,000 - 333,000
- - - 1,621,996 1,621,996
1,897,474 2,036,719 3,934,193 1,621,996 5,556,189
- - - 80,632 80,632
- - - 80,632 80,632
1,897,474 2,036,719 3,934,193 1,702,628 5,636,821
1,800 - 1,800 - 1,800
- - - 31,500 31,500
- - - 480,000 480,000
- - - 6,060,000 6,060,000
1,800 - 1,800 6,571,500 6,573,300
60,682 - 60,682 (60,682) -
- 2,036,719 2,036,719 (2,036,719) -
1,834,992 - 1,834,992 (1,834,992) -
1,895,674 2,036,719 3,932,393 (3,932,393) -

$ 1,897,474 2,036,719  $ 3,934,193

(4,837,372) (4,837,372)
60,682 60,682
2,005,219 2,005,219
1,834,992 1,834,992
$ (936,479) § (936,479)

The notes to the financial statements and independent auditors' report are an integral part of these statements.
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One Horse Business Improvement District
STATEMENT OF GOVERNMENTAL FUNDS REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES/STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2019

EXPENDITURES
Operations and Management
Depreciation
Debt Service:
Principal
Interest
Paying agent fees

Total Expenditures
GENERAL REVENUES

Sales tax revenue
Interest income

Total General Revenues

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in/(out)

Total Other Financing Sources (Uses)

NET CHANGES IN FUND BALANCES

CHANGE IN NET POSITION

FUND BALANCES/NET POSITION:

BEGINNING OF YEAR
END OF YEAR

Statement
Debt of
General Service Total Adjustments Activities
1,147,568 $ - 1,147,568 $ - $ 1,147,568
- - - 249,539 249,539
- 450,000 450,000 (450,000) -
- 405,900 405,900 8,969 414,869
- 6,516 6,516 - 6,516
1,147,568 862,416 2,009,984 (191,492) 1,818,492
2,107,159 - 2,107,159 - 2,107,159
12,506 58,341 70,847 - 70,847
2,119,665 58,341 2,178,006 - 2,178,006
972,097 (804,075) 168,022 191,492 359,514
(875,150) 875,150 - - -
(875,150) 875,150 - - -
96,947 71,075 168,022 (168,022)
359,514 359,514
1,798,727 1,965,644 3,764,371 (5,060,364) (1,295,993)
1,895,674 $ 2,036,719 3,932,393 $ (4,868,872) $§ (936,479)

The notes to the financial statements and independent auditors' report are an integral part of these statements.
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REVENUES
Sales tax revenue
Interest income

Total Revenues

EXPENDITURES
Operations and Management

Total Expenditures

Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCE

FUND BALANCE:
BEGINNING OF YEAR
END OF YEAR

One Horse Business Improvement District
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -
GENERAL FUND
For the Year Ended December 31, 2019

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in/(out)

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
$ 1,858,874 $ 2,062,298 $ 2,107,159 $ 44,861
18,000 13,000 12,506 (494)
1,876,874 2,075,298 2,119,665 44,367
1,050,000 1,200,000 1,147,568 52,432
1,050,000 1,200,000 1,147,568 52,432
826,874 875,298 972,097 96,799
(860,000) (900,000) (875,150) 24,850
(860,000) (900,000) (875,150) 24,850
(33,126) (24,702) 96,947 121,649
1,815,427 1,798,727 1,798,727 -
$ 1,782,301 $ 1,774,025 $ 1,895,674 $ 121,649

-5-

The notes to the financial statements and independent auditors' report are an integral part of these statements.



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 1 - REPORTING ENTITY

Organization

One Horse Business Improvement District (District) was formed August 26, 2002 pursuant to approval of
an ordinance by the City Council of the City of Lakewood. The District is a separate legal entity authorized
in accordance with Part 12, Article 25, Title 31 of the Colorado Revised Statues, and all other statutes of
the State of Colorado amendatory thereof or supplement thereto. The District was formed for the purpose
of providing, operating and maintaining a variety of public improvements within the service area of the
district which may include transportation and drainage improvements, and any other improvements
dedicated to or used for public purposes.

Funds to construct facilities and provide services are to be financed primarily through the issuance of
revenue bonds. Sales tax revenues, received pursuant to revenue sharing agreements with the City of
Lakewood, are the primary source of revenue of the District and have been fully pledged for bond debt
service.

The District has no employees and contracts for all of its management and administrative services.

Definition of Reporting Entity

The District follows the Governmental Accounting Standards Board (GASB) accounting pronouncements
which provide guidance for determining which governmental activities, organizations and functions should
be included within the financial reporting entity. GASB pronouncements set forth the financial
accountability of a governmental organization’s elected governing body as the basic criterion for including
a possible component governmental organization in a primary government’s legal entity. Financial
accountability includes, but is not limited to, appointment of a voting majority of the organization’s
governing body, ability to impose its will on the organization, a potential for the organization to provide
specific financial benefits or burdens and fiscal dependency.

As of December 31, 2019, no component unit has been identified as reportable to the District, nor is the
District a component unit of any other primary governmental entity.

The financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States (US GAAP) as applied to government units. The Government
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the District’s accounting policies are
described below.



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 2 - MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION

Basis of Presentation

The accompanying financial statements are presented in accordance with GASB Statement No. 34
— Special Purpose Governments.

Measurement Focus — Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Governmental Fund financial
statements are reported using the current financial resources measurement focus and the modified basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For the purpose, the Government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period. Expenditures generally recorded
when a liability is incurred, as under accrual accounting. However, expenditures related to compensated
absences and claims and judgements, are recorded only when payment is due.

The government reports the following major governmental funds:

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

Debt Service Fund is used to account for the accumulation of resources that are restricted, committed
or assigned to expenditures for principal, interest and other debt related costs.

Budgets

Each September 30, the District is required to submit a budget for the fiscal year commencing the following
January 1. The operating budget includes proposed expenditures and the means for financing them. Public
hearings are conducted at the District to obtain taxpayer comments. Prior to December 31, the Board legally
enacts the budget. The Board of Directors is authorized to transfer budgeted amounts between line items of
the District; however, the Board of Directors must approve any revisions that alter the total expenditure of
the District.

Colorado budget law requires that all local governments have legally adopted budgets and appropriations.
Total expenditures for each fund may not exceed the amount appropriated. All appropriations lapse at the
end of the fiscal year. Appropriations may be increased during the fiscal year provided unanticipated
revenues offset them. Budget appropriations presented in this report include all legally adopted
appropriations.



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 2 - MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION - (Continued)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Risk Management

The District is exposed to various risks of loss related to limited torts; theft of, damage to and destruction
of assets; errors and omissions and natural disasters for which the District carries insurance.

Cash and Investments

The District’s cash and cash equivalents are considered to be cash on hand and short-term investments with
maturities of three months or less from the date of acquisition. Investments are reported as fair value.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflow of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expense/expenditure) until then. The District has only one item that qualifies for reporting in
this category. Deferred loss on refunding is reported in the government-wide statement of net position. This
results from the difference between the reacquisition price of the 2012 series bonds and the net carrying
amount of the portion of the 2004 series bonds currently refunded. Deferred loss on refunding will be
recognized as a component of interest expense on a straight-line basis over the remaining life of the new
debt.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflow of resources. This separate financial statement element, deferred inflows of resources,
represents the acquisition of net position that applies to a futures period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The District did not report any deferred inflows of
resources.

Capital Assets — Capital assets are recorded at cost. Depreciation is computed on the straight-line method
over the useful lives of the assets as follows:

Land Improvements 23 years



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 2 - MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION - (Continued)

Fund Balance - Beginning with fiscal year 2011 the District implemented GASB Statement No. 54, “Fund
Balance Reporting and Governmental Fund Type Definitions.” This statement provides more clearly
defined fund balance categories to make the nature and extent of the constraints placed on a government’s
fund balances more transparent. In fund financial statements the following classifications describe the
relative strength of the spending constraints.

Non-spendable fund balance — The portion of fund balance that cannot be spent because it is
either not in spendable form (such as inventory) of is legally or contractually required to be
maintained intact.

Restricted fund balance — The portion of fund balance constrained to being used for a specific
purpose by external parties (such as grantors or bondholders), constitutional provisions or enabling
legislation.

The District reports the following restricted fund balances:

Restricted for Debt Service — Represents the portion of fund balances that is legally
restricted to payment of principal and interest on all bond obligations.

Restricted for TABOR Emergencies — Emergency reserves have been provided for as
required by Article X, Section 20 of the Constitution of the State of Colorado.

Committed fund balance — The portion of fund balance constrained for specific purposes
according to limitations imposed by the District’s highest level of decision making authority, the
Board of Directors prior to the end of the current fiscal year. The constraint may be removed or
changed only through formal action of the Board of Directors.

Assigned fund balance — The portion of the fund balance that is constrained by the government’s
intent to be used for specific purposes, but is neither restricted nor committed. Intent is expressed
by the Board of Directors to be used for a specific purpose. Constraints imposed on the use of
assigned amounts are more easily removed or modified than those imposed on amounts that are
classified as committed.

Unassigned fund balance — The residual portion of fund balance that does not meet any of the
above criteria.

If more than one classification of fund balance is available for use when an expenditure is incurred, it is
District’s policy to use the most restrictive classification first but reserves the right to selectively spend
Unassigned resources first to defer the use of these other classified funds

Net Position — Net Position represents the difference between assets and deferred outflows of resources less
liabilities and deferred inflows of resources. The District reports three categories of net position as follows:



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 2 - MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION - (Continued)

Net investment in capital assets — consists of net capital assets, reduced by outstanding balances
of any related debt obligations and deferred inflows of resources attributable to the acquisitions,
construction, or improvement of those assets and increased by balances of deferred outflows or
resources related to those assets.

Restricted net position — net position is considered restricted if their use is constrained to a
particular purpose. Restrictions are imposed by external organizations such as federal or state laws.
Restricted net position is reduced by liabilities and deferred inflows of resources related to the
restricted assets.

Unrestricted net position — consists of all other net position that does not meet the definition of
the above two components and is available for general use by the District.

When an expense is incurred for purposed for which both restricted and unrestricted net position are
available, the District will use the most restrictive position first.

Recently Issued and Adopted Accounting Pronouncements

Effective January 1, 2012, the District implemented the provisions of GASB No. 63, ““Financial Reporting
of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position” (GASB No. 63) and
early implemented the provisions of GASB No. 65, “Items Previously Reported as Assets and Liabilities™
(GASB No. 65).

GASB No. 63 provides guidance for reporting deferred outflows and deferred inflows of resources as
introduced and defined in GASB Concepts Statements No. 4 “Elements of Financial Statements” (Concepts
Statement No. 4). Concepts Statement No. 4 defines as deferred outflow of resources as a consumption of
net assets that is applicable to a future reporting period. A deferred inflow of resources is defined as an
acquisition of net assets applicable to a future reporting period. The impact on the District’s financial
statements has been to replace the term “net assets” with “net position”.

GASB No. 65 establishes accounting and financial reporting standards that reclassify as deferred outflows
of resources or deferred inflows of resources, certain items that were previously reported as assets and
liabilities. The adoption of this standard had no impact on the District’s financial statement.

Effective for year ends beginning after June 15, 2015 GASB No. 72 “Fair Value Measurement and
Application™ establishes general principles for measuring fair value and standards of accounting and
financial reporting for assets and liabilities measured at fair value. The District implemented the provisions
of this pronouncement beginning January 1, 2016.
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ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 3 — CASH AND INVESTMENTS — UNRESTRICTED AND RESTRICTED

At December 31, 2019, cash and investments are classified in the accompanying financial statements as
follows:

Statement of Net Position:

Cash — checking and savings $ 1,331,077
Investments - restricted 1,793,255
Total $ 3,124,332

Cash Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government deposit
cash in eligible public depositories. Eligibility is determined by state regulators. Amounts on deposit in
excess of federal insurance levels must be collateralized by eligible collateral as determined by the PDPA.
PDPA allows the financial institution to create a single collateral pool for all public funds held. The pool
for all the 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% of the aggregate uninsured deposits. The
State Regulatory Commissioners for banks and financial services are required by Statue to monitor the
naming of eligible depositories and reporting of the uninsured deposits and assets maintained in the
collateral pools.

As of December 31, 2019, all of the cash deposits were either insured by the FDIC or held in eligible public
depositories as required by PDPA.

Investments
Colorado statutes specify investment instruments meeting defined rating and risk criteria in which local
governments may invest which include certain money market funds and guaranteed investment contracts.

The District has not adopted a formal investment policy; however, the District follows state statutes
regarding investments.

The District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets. Level 2 inputs are significant other observable inputs. Level 3 inputs are significant
unobservable inputs. Investments not measured at fair value and not categorized include
governmental money market funds (PFM funds Governmental Select series) and money market
funds (generally held by Bank Trust Departments in their role as Paying Agent or Trustee), and
CSAFE, which record their investments at amortized cost.

11



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 3 — CASH AND INVESTMENTS — UNRESTRICTED AND RESTRICTED (Continued)

Colorado State statutes specify investment instruments meeting defined rating and risk criteria in
which local governments may invest which include:

Obligations of the United States and certain U.S. government agency securities
Certain international agency securities

General obligation and revenue bonds of U.S. local government entities
Bankers’ acceptances of certain banks

Commercial paper

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

Guaranteed investment contracts

Local government investment pools

At December 31, 2019, the District’s investments consisted of the following:

Investments - Restricted S&P Rating Maturity Fair Value % of Total

Money Market Funds AAAmM <1 year $ 991,650 55%

Guaranteed Investment Contract Aa2/AA 11.5 years 801,575 45%
Total Investments - Restricted $ 1,793,225

Custodial Credit Risk — Investments — Custodial credit risk for investments is the risk that, in the event of
the failure of the counterparty, the District may be unable to recover the value of its investments or collateral
securities that are in the possession of an outside party. Therefore, exposure arises if the securities are
uninsured, are not registered in the Districts’ name and are held by either the counterparty to the investment
purchase or the counterparty’s trust department or agent but not in the Districts’ name. The District does
not have a formal investment policy regarding custodial credit risk although all investments are either in
the custody of the bond indenture trustee or held in the name of the District by a party other than the issuer
of the security.

Concentration of Credit Risk — Neither the state statutes nor the District’s investment policy limits the
amount of investments in any one issuer. At December 31, 2019, the District is invested in Wells Fargo
Advantage Government Money Market Account and Society General Guaranteed Investment Contract
which are believed to have minimal credit risk.

Interest Rate Risk — Interest rate risk is the risk that changes in the market rate of interest will adversely
affect the value of an investment. The District does not have a formal investment policy regarding interest
rate risk although the Indenture limits bank time deposits to a 1-year maturity and repurchase agreements
to a 30-day term. The guaranteed investment contract provides a 5% fixed rate of return through its
termination date on June 1, 2024.

12



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 3 — CASH AND INVESTMENTS — UNRESTRICTED AND RESTRICTED (Continued)

Credit Quality Risk — Credit quality risk is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. Mutual funds and certain other investments are not categorized as to credit quality
risk because ownership is not evidenced be a security. This risk is assessed by national rating agencies
which assign a credit quality rating for many investments.

State law limits investments in securities, at the time of purchase, to securities with the top two ratings
issued by nationally recognized statistical rating organizations. The District does not have a formal policy
related to investment credit quality risk although the Indenture limits investments in most debt to ratings of
at least “A1” or higher by Moody’s and “A+” or higher by S&P, investments in commercial paper to
“VMIG1” or higher by Moody’s or “A-1" or higher by S&P, and money market portfolios and mutual funds
to “Aa” or better by Moody’s and “AAm” or better by S&P.

Restricted Cash and Investments

Certain cash and investments are legally required under bond covenants to be restricted and held in trust
for specific purposes. The total of these restrictions amounts to $1,793,255 at December 31, 2019. These
assets are included and invested as disclosed above.

Restricted, held in trust for:

Reserve Fund Account $ 821,503
Bond Interest Account 380,962
Bond Principal Fund Account 250,281
Revenue Fund Account (2004) 252,689
Revenue Fund Account (2012) 87,820
Tabor Reserve 52,000

Total $ 1,845255

Cash and investments in the Reserve Fund account of $821,503 are restricted to meet the minimum reserve
requirement of $801,575, as specified in the Indenture Agreement.

Cash and investments in the Bond Interest Fund account of $380,962 are restricted for payment of interest
on outstanding debt obligations.

Cash and investments in the Bond Principal Fund account of $250,281 are restricted to the payment of
principal on outstanding debt obligations.

Revenue Fund accounts are the designated accounts to which all pledged revenues are to be deposited in.
Cash and investments in the Revenue Funds of $340,509 are restricted for deposit into the Bond Interest
Fund account first, the Bond Principal account second, and then to other restricted fund accounts in
accordance with formulas established in the Indenture Agreement. Excess funds may be transferred to the
District to be used for any lawful purpose of the District.

13



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 4 — CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2019 follows:

Depreciable Assets Dec. 31,2018 Additions Deletions Dec. 31,2019
Land improvements $ 5,739,389 $ - $ - $ 5,739,389
Accumulated depreciation (3,867,854) (249,539) - (4,117,393)

Total capital assets, net $ 1,871,535 $ (249,539) $ - $ 1,621,996

NOTE 5 - LONG -TERM DEBT

The following is a summary of changes in long-term debt for the year ended December 31, 2019:

Beginning Ending Due Within
Balance Additions Deletions Balance One Year
Fixed Rate, Sales Tax Sharing
Revenue Bonds Series 2004 $2,910,000 $ - $ 390,000 $ 2,520,000 $ 410,000
Fixed Rate, Sales Tax Sharing
Revenue Bonds Series 2012 4,080,000 - 60,000 4,020,000 70,000
Total long-term debt $ 6,990,000 $ - $ 450,000 $ 6,540,000 $ 480,000

Long-term debt consists of SALES TAX SHARING REVENUE REFUNDING BONDS, SERIES 2004
(“Bonds”) originally totaling $10,000,000. These Bonds were issued June 15, 2004 in order to refund the
District’s outstanding variable rate revenue Bonds, establish a reserve fund for the Bonds, and pay the costs
of issuing the Bonds.

The Bonds are issued as fully register bonds in denominations of $25,000 or any interim multiple of $5,000
in excess thereof. The Bonds bear interest at the rate of 6%, payable on December 1, 2004, and semi-
annually thereafter on June 1 and December 1 each year.

Long-term debt also consists of SALES TAX SHARING REVENUE REFUNDING BONDS, SERIES
2012 (“Bonds”) originally totaling $4,405,000. These Bonds were issued April 19, 2012 in order to redeem
in advance of maturity, $4,075,000 of the Series 2004 Bonds maturing on June 1, 2024, and to pay costs
associated with the execution and issuance of the Bonds as a means to smooth the debt service obligations
of the District.

The Bonds are issued as fully registered bonds in denominations of $25,000 or any interim multiple of
$5,000 in excess thereof. The Bonds bear interest at 6%, payable on June 1, 2012, and annually thereafter
on June 1, each year.

14



ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 5 - LONG -TERM DEBT - (Continued)

The Bonds constitute special revenue obligations of the District. The principal of, premium (if any), and
interest on the Bonds are payable solely from the secured by an irrevocable pledge of certain sales tax
revenues generated within the vicinity of the District pursuant to two agreements with the City of Lakewood
and certain funds and accounts created under the Indenture. The Bonds are issued pursuant to an Indenture
of Trust between the District and Wells Fargo Bank, National Associations, as Trustee. The District
covenants in the Indenture that it will not incur assume or permit any additional bonds secured by a lien on
the Pledged Revenue that is senior to the lien thereon of the bonds and that it will not incur, assume or
permit any other additional bonds on a priority with the bonds unless, among other conditions, the Pledged
Revenue for a consecutive 12-month period within the previous 24 months preceding the date of issuance
of the Additional Bonds being issued were equal to at least one hundred seventy five percent (175%) of the
combined maximum annual principal and interest requirements (excluding the principal coming due on the
Bonds maturing 2029 after giving to mandatory sinking fund redemptions) on the Bonds to be outstanding
after the issuance of the additional Bonds (including the additional Bonds to be issued).

Mandatory sinking fund redemption for principal and interest payment requirements to maturity using a
fixed rate interest rate are as follows:

$6,540,000 6.00% Term Bonds due from 2019 through June 1, 2029

Sales Tax Sharing Fixed Rate
Revenue Refunding Bonds Series 2004 & 2012

Year Ending
December 31st Principal Interest Total
2020 $ 480,000 $ 378,000 $ 858,000
2021 510,000 348,300 858,300
2022 540,000 316,800 856,800
2023 570,000 283,500 853,500
2024-2029 4,440,000 827,400 5,267,400
Total $ 6,540,000 $ 2,154,000 $ 8,694,000

NOTE 6 - MANAGEMENT AND RELATED PARTIES

The District’s expenditures for operations and management consist primarily of payments to 640
Improvement Corporation (a Colorado Nonprofit Corporation) for administration and management
services. These payments are made pursuant to a formal agreement between the District and 640
Improvement Corporation that does not create an obligation for payment by the District. Payments are made
at the discretion of the Board considering current debt service and available cash balances. During 2019,
the District paid $1,130,000 to 640 Improvement Corporation.

Two Directors of the District serve as Directors of 640 Improvement Corporation.
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ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 6 - MANAGEMENT AND RELATED PARTIES (Continued)

The District has advanced funds to Green Tree Metropolitan District to assist with operations. Funds
advanced are to be repaid as cash flow becomes available. The receivable is not expected to be collected in
on year. Two Directors of the District serve as Directors of Green Tree Metropolitan District. As of
December 31, 2019, $333,000 is due from Green Tree Metropolitan District.

NOTE 7 - DEFICIT NET POSITION

For the year ended December 31, 2019, the District had a deficit net position balance of $936,479. The
District has incurred general obligation debt since inception for the construction of public improvements
within the District. Many of these assets have been deeded or transferred to other local and state
governmental entities. These entities have assumed the responsibility for continued maintenance of these
improvements and therefore, these assets no longer belong to the District but still exist for the benefit and
use of the taxpayers of the District. GASB 34 requires netting the debt acquired to purchase assets against
those assets the District still holds title. This creates the deficit in net position at December 31, 2019. The
deficit is expected to remain until the District’s bonds have been repaid.

NOTE 8 — TAX, SPENDING, AND DEBT LIMITATIONS

In November 1992, Colorado voters passed Amendment 1, referred to as the Taxpayer’s Bill of Rights
(TABOR), which added Section 20 to Article X of the Colorado Constitution. TABOR contains tax,
spending, revenue, and debt limitations, which apply to the State of Colorado an all local governments.

Enterprises, defined as government-owned business authorized to issue revenue bonds and receiving less
than 10% of annual revenue in grants from all state and local governments combined, are excluded from
the provision of TABOR. The District does not receive revenues from property tax levies, but indirectly
from sales tax revenues, not in excess of 10% of annual revenues received from local governments and
state.

At a special election held on November 5, 2002, voters of the District authorized the District to collect,
retain and expend the full amount of all taxes, fees, tolls, penalties, charges, assessments, non-federal grants
and other revenues received by the District during 2002 and each year thereafter, without limitation by the
revenue and spending limits of TABOR.

TABOR requires local governments to establish emergency reserves. These reserves must be at least 3%
of fiscal year spending (excluding bonded debt service). Local governments are not allowed to use the
emergency reserves to compensate for economic conditions, revenue shortfalls, or salary or benefit
increases. Emergency reserves as of December 31, 2019 totaling $60,682 have been presented as restricted
fund balances in the General Fund.

The District’s management believes it is in compliance with the provisions of TABOR. However, TABOR

is complex and subject to interpretation. Many of the provisions, including the interpretation of how to
calculate fiscal year spending limits will require judicial interpretation.
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ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 9 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

Governmental Funds Balance Sheet/ Net Assets — The following adjustments are included reconciling items
in the Governmental Funds Balance Sheet/Net Assets:

Total funds balance — Governmental Funds $ 3,932,393
Capital assets, net 1,621,996
Deferred loss on refunding 80,632
Bonds payable (6,540,000)
Accrued interest payable (31,500)

Total statement of activities — net position $ (936,479)

Capital assets used in government activities are not financial resources and therefore are not reported in the
funds. Bonds and accrued interest are not due and payable in the current period and, therefore, are not
reported in the funds.

Statement of Governmental Fund Revenues, Expenditures and Changes in Fund Balances / Statement of
Activities — The following adjustments are included as reconciling items in the Statement of Governmental
Fund Revenues, Expenditures and Changes in Fund Balances/Statement of Activities:

Total excess of revenues over

expenditures — Governmental Funds $ 168,022
Depreciation (249,539)
Repayment of bond principal 450,000
Interest (8,969)
Total change in net position of
Governmental activities $ 359,514

Governmental funds report capital outlays as expenditures. As such, depreciation is not recorded. For the
statement of activities, these costs are capitalized and depreciated over their estimated useful lives. The
repayments of bond principal are expenditures in the statement of governmental fund revenues,
expenditures and changes in fund balances; however, they are a reduction of liabilities in the statement of
net assets. Interest is recorded as an expenditure when it is paid in the statement of governmental fund
revenues, expenditure and changes in fund balances. Interest expense incurred but unpaid is accrued as a
liability and expensed in the statement of net assets.

NOTE 10 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, thefts of, damage to, or destruction of assets;
errors or omissions; injuries to agents; and natural disasters. The Colorado Special Districts Property and
Liability Pool (the Pool) is an organization created by inter-governmental agreement to provide common
liability and casualty insurance coverage to its members at a cost that is considered economically
appropriate.
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ONE HORSE BUSINESS IMPROVEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 10 - RISK MANAGEMENT — (Continued)

The Pool provides coverage for property claims up to the values declared, and liability claims for up to
$1,000,000. Tt is reinsured for up to 80% of the first $250,000 of each casualty claim and for 100% of the
excess. Public official liability claims are reinsured for the full limit of $1,000,000.

The District pays annual premiums to the Pool for auto, public officials’ liability, and property and general
liability coverage. In the event aggregated losses incurred by the Pool exceed its amounts recoverable from
reinsurance contracts and its accumulated reserves, the District may be called upon to make additional
contributions to the Pool on the basis proportionate to other members.

NOTE 11 - EVALUATION OF SUBSEQUENT EVENTS

The District evaluated subsequent events through June 25, 2020, the date the financial statements were
available to be issued.

In early 2020, the spread of the coronavirus (COVID-19) severely impacted local and global economies.
Businesses were forced to cease or limit operations for substantial or indefinite periods of time. Measures
taken to contain the spread of the virus, including travel bans, quarantines, social distancing, and closures
of non-essential services have triggered significant disruptions to businesses worldwide, resulting in
economic disruption. Governments and central banks have responded with monetary and fiscal
interventions to stabilize economic conditions.

In March of 2020, the Colorado Governor issued a statewide “Stay At Home” order in an attempt to
minimize the spread and health impacts of COVID-19 in Colorado. Under the executive order, all indoor
malls were to temporarily remain closed to the public. The District’s shared sales tax revenue is primarily
generated by sales at the Colorado Mills mall and surrounding parcels. The restrictions of the order were
removed and the mall reopened in June 2020.

Although the government mandated closures will have a temporary impact on the District’s shared sales
tax revenue, District management believes that the reduction in sales tax revenue will only be temporary,
and that the District has sufficient reserves to mitigate any temporary reduction in revenue. The District is
exposed to market, liquidity, geographic, and economic risks as a result of this pandemic. Due to the
uncertainty surrounding the COVID-19 pandemic, the economic and financial impact to the District cannot
be reasonably estimated.
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One Horse Business Improvement District
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -
DEBT SERVICE FUND
For the Year Ended December 31, 2019

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Interest income $ 40,000 $ 55500 $ 58,341  $ 2,841
Total Revenues 40,000 55,500 58,341 2,841
EXPENDITURES
Debt Service:
Interest 405,900 405,900 405,900 -
Principal 450,000 450,000 450,000 -
Paying Agent fees 6,500 6,550 6,516 34
Total Expenditures 862,400 862,450 862,416 34
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (822,400) (806,950) (804,075) 2,875
OTHER FINANCING SOURCES (USES)
Transfers in/(out) 860,000 900,000 875,150 (24,850)
Total Other Financing Sources (Uses) 860,000 900,000 875,150 (24,850)
NET CHANGE IN FUND BALANCE 37,600 93,050 71,075 (21,975)
FUND BALANCE:
BEGINNING OF YEAR 1,715,249 1,965,644 1,965,644 -
END OF YEAR $ 1,752,849 $ 2,058,694 $ 2036719 $ (21,975

The notes to the financial statements and independent auditors' report are an integral part of these statements.
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