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B ReEeEse HENRY
- & CompraNY, INC.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Glenwood Meadows Metropolitan District No. 3
Glenwood Springs, Colorado

We have audited the accompanying financial statements of the governmental activities and the general fund
of Glenwood Meadows Metropolitan District No. 3 (the “District”), as of and for the year ended December
31, 2020 and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of Glenwood Meadows
Metropolitan District No. 3, as of December 31, 2020, and the respective changes in financial position for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Aspen 400 East Main Street, Suite 2 | Aspen, CO 81611 Carbondale 0326 Hwy 133, Suite 200 | Carbondale, CO 81623
phone 970.925.3771 fax 970.925.3979 www.reeschenry.com
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Other Matters

Required Supplementary Information

The District’s Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America requires to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by the missing information.

Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on page 20 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Glenwood Meadows Metropolitan District No. 3’s basic financial statements as a whole. The
Schedule of Debt Service Requirements to Maturity on page 22 is presented for purposes of additional
analysis and is not a required part of 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.

e “{Wf' &MM e .

Certified Public Accountants
Aspen, Colorado
May 3, 2021
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Glenwood Meadows Metropolitan District No. 3
Governmental Fund Balance Sheet and Statement of Net Position

December 31, 2020
General Fund Statement of
Balance Sheet Adjustments Net Position

ASSETS
Restricted cash and investments S 1,358,616 S - § 1,358,616
Public improvement fees receivable 223,492 - 223,492
Property and ownership tax receivable 21,611 - 21,611
Fees in lieu of tax receivable 47,341 - 47,341
Bond issue costs, net - 104,123 104,123
Capital assets, net - 445,445 445,445
TOTAL ASSETS S 1,651,060 $ 549,568 $ 2,200,628
LIABILITIES
Accounts payable S 3,027 S - S 3,027
Accrued interest payable - 12,344,595 12,344,595
Long-term debt payable:

Due within one year - 790,105 790,105

Due in more than one year - 7,054,507 7,054,507
TOTAL LIABILITIES 3,027 20,189,207 20,192,234
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - taxes 68,952 - 68,952
FUND BALANCE
Restricted:

Contingency - TABOR 3% Reserve 2,477 (2,477) -

Debt service - bond indenture reserve 1,358,616 (1,358,616) -
Unassigned 217,988 (217,988) -
TOTAL FUND BALANCE 1,579,081 (1,579,081) -
TOTAL LIABILITIES AND FUND BALANCE S 1,651,060
NET POSITION

Invested in capital assets, net of related debt - -

Restricted for TABOR 2,477 2,477

Restricted for bond indenture 1,358,616 1,358,616

Unrestricted (19,421,651) (19,421,651)
TOTAL NET POSITION $ (18,060,558) $ (18,060,558)

See accompanying notes and independent auditor’s report.
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Glenwood Meadows Metropolitan District No. 3
Statement of Governmental Fund Revenues, Expenditures and
Changes in Fund Balance and Statement of Activities

December 31, 2020

Statement of
Governmental
Fund Revenues,

Expenditures and

Changes in
Fund Balance

Statement of

General Fund Adjustments Activities
REVENUES
Public improvement fees S 1,954,258 S - S 1,954,258
Taxes and fees in lieu of taxes 68,887 - 68,887
Interest 7,228 - 7,228
TOTAL REVENUES 2,030,373 - 2,030,373
EXPENDITURES/EXPENSES
Administration 24,165 - 24,165
Intergovernmental agreement costs 66,097 - 66,097
Interest expense 1,182,196 693,956 1,876,152
Debt principal 765,604 (765,604) -
Depreciation - 17,132 17,132
Amortization - 20,484 20,484
TOTAL EXPENDITURES/EXPENSES 2,038,062 (34,032) 2,004,030
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES/EXPENSES (7,689) 34,032 26,343
EXCESS (DEFICIENCY) OF REVENUES AND
OTHER FINANCING SOURCES OVER
EXPENDITURES/EXPENSES AND OTHER (7,689) 7,689
CHANGE IN NET POSITION S (41,721)
FUND BALANCE/NET POSITION
Beginning of the year 1,586,770 (18,086,901)
End of the year S 1,579,081 $ (18,060,558)

See accompanying notes and independent auditor’s report.
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Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

1. Summary of Significant Accounting Policies

Glenwood Meadows Metropolitan District No. 3 (the “District”) is a quasi-municipal corporation and
political subdivision of the State of Colorado created pursuant to the Special District Act for the
purpose of financing and constructing public improvements and for dedicating, when appropriate,
such public improvements to the City of Glenwood Springs, or to such other entity as may be
appropriate for the use and benefit of the District’s property owners. The creation of the District
was ordered on January 23, 2004 by the Garfield County District Court after approval by the
proposed District’s electors at an election held for that purpose. The District is located in its entirety
within the City of Glenwood Springs and Garfield County, Colorado.

The District’s financial statements are prepared in accordance with United States generally accepted
accounting principles (“GAAP”). The Governmental Accounting Standards Board (“GASB”) is
responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). Governments are also required to follow the pronouncements of
the GASB Statement 62. The more significant accounting policies established by GAAP used by the
District are discussed below.

A. Reporting Entity

The District is governed by an elected Board which is responsible for setting policy, appointing
administrative personnel and adopting an annual budget in accordance with the provisions of the
Colorado Special District Act. The reporting entity consists of (a) the primary government; i.e., the
District, and (b) organizations for which the District is financially accountable. The District is
considered financially accountable for legally separate organizations if it is able to appoint a voting
majority of an organization's governing body and is either able to impose its will on that organization
or there is a potential for the organization to provide specific financial benefits to, or to impose
specific financial burdens on, the District. Consideration is also given to other organizations which
are fiscally dependent; i.e., unable to adopt a budget, levy taxes, or issue debt without approval by
the District. Organizations for which the nature and significance of their relationship with the District
are such that exclusion would cause the reporting entity's financial statements to be misleading or
incomplete are also included in the reporting entity.

Based on the criteria discussed above, the District is not financially accountable for any other
entity, nor is the District a component unit of any other government.



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

B. Government-wide and Fund Financial Statements

The District’s basic financial statements include both government-wide (reporting the District as a
whole) and fund financial statements (reporting the District’s major funds).

i. Government-wide Financial Statements
In the government-wide Statement of Net Position, the governmental activities columns are
reported on a full accrual, economic resource basis, which recognizes all long-term assets
and receivables as well as long-term debt and obligations. The District’s net position are
reported in three parts: invested in capital assets, net of related debt; restricted and
unrestricted net position.

The government-wide focus is on the sustainability of the District as an entity and the
change in the District’s net position resulting from the current year’s activities.

ii. Fund Financial Statements
The financial transactions of the District are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprises its assets, liabilities, reserves, fund equity, revenues and
expenditures or expenses. The fund focus is on current available resources and budget
compliance.

The District reports all its activities and accounts for all financial resources through its
General Fund which is the District’s primary operating fund. The General Fund is the

District’s only fund.

C. Measurement Focus and Basis of Accounting

Measurement focus refers to whether financial statements measure changes in current resources
only (current financial focus) or changes in both current and long-term resources (long-term
economic focus). Basis of accounting refers to the point at which revenues, expenditures, or
expenses are recognized in the accounts and reported in the financial statements.

i. Long-term Economic Focus and Accrual Basis
Governmental activities in the government-wide financial statements use the long-term
economic focus and are presented on the accrual basis of accounting. Revenues are
recognized when earned and expenses are recognized when incurred, regardless of the
timing of the related cash flows.



ii.

Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

Current Financial Focus and Modified Accrual Basis

The governmental fund financial statements use the current financial focus and are
presented on the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues are recorded when susceptible to accrual; i.e., both measurable and
available. “Available” means collectible within the current period or soon enough thereafter
to be used to pay liabilities of the current period. Expenditures are generally recognized
when the related liability is incurred. The exception to this general rule is that principal and
interest on general long-term debt, if any, is recognized when due.

D. Financial Statement Accounts

i1

ii.

.

Cash and Cash Equivalents
Cash and cash equivalents are defined as deposits that can be withdrawn at any time
without notice or penalty and investments with maturities of three months or less.

Restricted Assets

Certain proceeds of the District’s general obligation limited tax bonds, as well as certain
resources set aside for their repayment, are classified as restricted assets on the balance
sheet because they are maintained in separate bank accounts and their use is limited by
applicable bond covenants to use in debt service.

Capital Assets

Capital assets, which include land, buildings, and infrastructure assets, are reported in the
government-wide financial statements. Capital assets are defined by the District as assets
with an initial cost of $5,000 or more and an estimated useful life in excess of two years.
Such assets are recorded at historical cost. Donated capital assets are recorded at estimated
fair value at the date of donation.

The District’s capital assets are comprised entirely of infrastructure assets and are
depreciated on a straight line basis over a period of 40 years.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the Statement of Net Position column. Also, bond
issuance costs are deferred and amortized on a straight-line basis over the life of the bonds.
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Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

Fund Equity

Fund Balance — The District presents its fund equity in accordance with GASB Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions where fund balances are
categorized in one of five categories. This Statement is intended to improve the usefulness of
information provided to financial report users about fund balance by providing clearer, more
structured fund balance classifications and by clarifying the definitions of existing governmental
fund types.

As a result fund balances are classified based on the extent to which the District is bound to
honor constraints for the specific purposes on which amounts in the fund can be spent. In
accordance with the Statement, fund balances are now classified in one of the five categories
(not all categories were used to present the District’s fund balance):

e Nonspendable Fund Balance — are amounts that cannot be spent because they are not in
spendable form — such as inventory and prepaid insurance.

e Restricted Fund Balance — are restricted when constraints placed on the use of resources
are either (a) externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments or (b) imposed by law through constitutional
provisions or enabling legislation.

e Committed Fund Balance — are amounts that can only be used for specific purposes as a
result of constraints imposed by the Board of Directors, the highest level of decision
making authority. Committed amounts cannot be used for any other purpose unless the
Board removes those constraints by taking the same type of action. Committed fund
balances differ from restricted balances because constraints on their use do not come
from outside parties, constitutional provisions, or enabling legislation.

e Assigned Fund Balance —are amounts a government intends to use for a specific purpose;
intent can be expressed by the Board of Directors or by an official or body to which
governing body delegates the authority.

e Unassigned Fund Balance — are amounts that are available for any purpose; these
amounts are reported only in the General Fund.

When expenditures are incurred for purposes for which both restricted and unrestricted fund
balance is available, the District considers restricted funds to have been spent first. When
expenditures are incurred for which committed, assigned, and unassigned fund balances are
available, the District considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the Board of Directors has
provided otherwise in its commitment or assighnment actions.



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

Net Position — Net Position represent the difference between assets and liabilities. Net position
invested in capital assets, net of related debt, consist of capital assets, net of accumulated
depreciation, and reduced by the outstanding balances of any borrowing used for the
acquisition, construction or improvement of those assets. Net position is reported as restricted
where there are limitations imposed on their use either through the enabling legislation or
through external restrictions imposed by creditors, grantors, or laws or regulations of other
governments. All other net position is reported as unrestricted.

2. Reconciliation of Government-wide and Fund Financial Statements

A. Explanation of certain differences between the Governmental Fund Balance Sheet and the
Government-wide Statement of Net Position

The Governmental Fund Balance Sheet/Statement of Net Position includes an adjustment
column. Explanations of adjustments included in this column are as follows:

Long-term liabilities are not due and payable in the current period and are therefore not
reported in the funds. Additionally, bond issue costs are not financial resources and are
therefore not reported in the funds. The details of these adjustments are accrued interest and
bonds payable of $12,344,595 and $7,844,612, respectively, and related 2014 note issue costs
of $242,390, less accumulated amortization of $138,267.

Capital assets are not reported in the funds. However, the costs of those assets are capitalized
in the Statement of Net Position and subject to depreciation over their estimated useful lives.
The details of these adjustments are capitalized infrastructure of $668,161, net of related
accumulated depreciation of $222,716.

B. Explanation of certain differences between the Governmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balances and the Government-wide Statement of Activities

The Governmental Funds Statement of Revenues, Expenditures and Changes in Fund
Balances/Statement of Activities include an adjustment column. Explanations of the
adjustments included in this column are as follows:

Bond principal payments are expenses in the governmental funds, but result in a decrease in
long-term liabilities in the Statement of Net Position. An adjustment of $765,604 was made to
eliminate these payments.



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities the cost of those assets are allocated over their estimated useful lives and reported
as depreciation expense. Depreciation expense of $17,132 was reported related to
infrastructure assets retained by the District at December 31, 2020.

Certain expenses reported in the Statement of Activities do not require the use of current
financial resources and are therefore not recorded as expenditures in governmental funds. An
adjustment was made to record the change in accrued interest at December 31, 2020 of
$693,956.

Governmental funds report bond issue costs as expenditures when paid. However, in the
Statement of Activities, the cost of those assets is allocated over the term of the underlying
bonds as amortization expense. An adjustment were made to record related amortization costs
of $20,484 on the new note.

3. Stewardship, Compliance, and Accountability

A. Budgets and Budgetary Accounting

In the fall of each year, special districts typically formally adopt a budget with appropriations by
fund for the ensuing year pursuant to the Colorado Local Budget Law.

Taxes levied in one year are collected in the succeeding year. Thus, taxes certified in 2020 will
be collected in 2021. Taxes are due on January 1st in the year of collection; however, they may
be paid in either one installment (no later than April 30th) or two equal installments (not later
than February 28th and June 15th) without interest or penalty. Taxes which are not paid within
the prescribed time bear interest at the rate of one percent (1%) per month until paid. Unpaid
amounts and the accrued interest thereon become delinquent on June 15th.

The level of control in the budget at which expenditures exceed appropriations is at the fund
level. All appropriations lapse at year end. Property taxes, net of estimated uncollectible taxes,
are recorded initially as deferred revenue in the year they are levied and measurable. The
deferred property tax revenues are recorded as revenue in the year they are available or
collected.

Encumbrance accounting, under which purchase orders, contracts, and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the District because it is at present considered not necessary
to assure effective budgetary control or to facilitate effective cash planning and control.
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Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

B. TABOR Amendment

In November 1992, Colorado voters amended Article X of the Colorado Constitution by adding
Section 20; commonly know as the Taxpayer's Bill of Rights (“TABOR”). TABOR contains
revenue, spending, tax and debt limitations that apply to the State of Colorado and local
governments. TABOR requires, with certain exceptions, advance voter approval for any new
tax, tax rate increase, mill levy above that for the prior year, extension of any expiring tax, or
tax policy change directly causing a net tax revenue gain to any local government.

Except for refinancing bonded debt at a lower interest rate or adding new employees to existing
pension plans, TABOR requires advance voter approval for the creation of any multiple-fiscal
year debt or other financial obligation unless adequate present cash reserves are pledged
irrevocably and held for payments in all future fiscal years.

TABOR also requires local governments to establish an emergency reserve to be used for
declared emergencies only. The reserve is calculated at 3% of fiscal year spending. Fiscal year
spending excludes bonded debt service. As such, the District has no reserve at December 31,
2020 on amounts expended on non debt service items.

On November 4, 2003, the Glenwood Meadows Metropolitan Districts’ voters approved an
increase in the Districts’ combined debt limit up to $24,000,000 and the related increase in
taxes up to an amount necessary to pay the Districts’ debt. The debt is to be incurred for the
acquisition, construction, or otherwise providing infrastructure, facilities, and other
improvements, and mosquito control and for the provision of the operation services. All debt
and tax increases constitute voter-approved revenue changes and are to be collected and spent
by the District without regard to any spending, revenue-raising, or other limitation contained
within Article X, Section 20 of the Colorado Constitution, and without limiting in any year the
amount of other revenues that may be collected and spent by the District.

The District's management believes it is in compliance with the financial provisions of TABOR.

However, TABOR is complex and subject to interpretation. Many of its provisions, including the
interpretation of how to calculate fiscal year spending limits, will require judicial interpretation.
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Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

4. Detailed Notes on All Funds

A. Deposits and Investments

The District’s deposits are entirely covered by federal depository insurance coverage (“FDIC”)
or by collateral held under Colorado’s Public Deposit Protection Act (“PDPA”). The FDIC insures
the first $250,000 of the District’s deposits at each financial institution. Deposit balances over
$250,000 are collateralized as required by PDPA. The carrying amount of the District’s demand
deposits was zero at year end. At year end, the District had the following deposits and
investments with the following maturities:

Standard & Maturities
Poors Carrying Less than Less than
Type Rating Amount one year five years
Deposits Notrated $ - S - -

Cash and investments held by trustee  Notrated S 1,358,616 $ 1,358,616 -

Financial Statement Line Item

Cash and cash equivalents S -
Restricted cash and investments 1,358,616
S 1,358,616

The District follows state statutes regarding investments. Colorado revised statutes limit
investment maturities to five years or less unless formally approved by the Board of Directors.
Such actions are generally associated with a debt service reserve or sinking fund requirements.
Local government securities, corporate and bank securities and guaranteed investment
contracts not purchased with bond proceeds, are limited to maturities of three years or less.

The District’'s management of restricted cash and investments (through the loan agreement
with lender), is handled by the lender. The Custodian agreement allows the lender to make any
and all investments permitted by the provisions of the agreement through its own investment
department or that of its affiliates.

12



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

The District generally limits its concentration of investments to those investments which are
believed to have minimal credit risk; minimal interest rate risk and no foreign currency risk.

As a means of limiting its exposure to interest rate risk, the District coordinates its investment
maturities to closely match cash flow needs in meeting the required bond covenants even
though the maturity of the investment is over twenty years.

Colorado statutes specify instruments in which local governments may invest, including the
following:

e Obligations of the U.S. and certain U.S. governmental agency securities

e Certain international agency securities

e General obligation and revenue bonds for U.S. local governmental entities

e Bankers acceptances of certain banks

e Commercial paper

e Local government investment pools

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

e Guaranteed investment contracts

The District’s general investment policy is to apply the prudent-person rule. Investments are
made as a prudent person would be expected to act, with discretion and intelligence, to seek
reasonable income, preserve capital, and, in general, avoid speculative investments. The
District places no limit on the amount that it may invest in any one issuer.

Concentration of Credit Risk: The District places no limit on the amount that it may invest in
any one issuer. There was approximately $1,112,000 in uninsured funds at December 31, 2020.

13
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Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020
Capital assets

Capital asset activity for the year ended December 31, 2020 is as follows:

Beginning Ending
Balance Increases  Decreases Balance

Capital assets:
Infrastructure S 668,161 $ - S - $ 668,161
Total capital assets being depreciated 668,161 - - 668,161
Less accumulated depreciation:
Infrastructure (205,584) (17,132) - (222,716)
Total accumulated depreciation (205,584) (17,132) - (222,716)
Total capital assets, net $ 462,577 S (17,132) S - $445,445

Long-term Debt

Revenue Note Series 2014

The District borrowed $9,025,000 on March 13, 2014, with interest at 3.15% and monthly
payments of principal and interest of $76,149. The Revenue Note Series 2014 (the “Revenue
Note”) was issued by the District for the purposes of refinancing the District’s Series 2004
Bonds. The Revenue Note is a limited tax general obligations of the District, payable from Public
Improvement Fees (“PIF Revenue”) pledged toward debt service on the Revenue Note.
Additionally, ad valorem taxes will be imposed, at a rate not to exceed an amount necessary to
meet any shortfall between PIF Revenue collected by the District and amounts required to meet
the annual debt service of the Revenue Note.

Taxable Junior Reimbursement Revenue Note, Series 2005

District No. 1 issued a combined total of $3,963,954 of Junior Reimbursement Revenue Note
(the “Junior Note”)since September 30, 2005 (increased from time to time as additional
advances and performance of services were received). The Junior Note is subordinate to the
Bonds held by District No. 3 and the Subordinate Reimbursement Revenue Note, series 2005,
both of which were paid off during the year ended December 31, 2018. Due to the payoff of the
Bonds and Series 2005 Note, the District is required to make payments of interest on an annual
basis. Interest on the note compounds annually on January 15 of each year, commencing as of
January 15, 2006 at the annual rate of 12%. The note was transferred to District No. 3 in March
2014 after a principal reduction of $406,589, leaving a note balance of $3,557,365.

14



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

Changes to long-term debt during the year ended December 31, 2020 were as follows:

Beginning Ending Amount Paid
Balance Increases Decreases Balance January 2021

Senior Lien ANB Note
Payable S 5,052,851 S - S (765,604) S 4,287,247 S 854,178

Taxable Junior

Reimbursement

Revenue Note, Series

2005 3,557,365 - - 3,557,365 -
$ 8,610,216 S S (765,604) S 7,844,612 S 854,178

Annual debt service requirements to maturity for the Revenue Note and the Taxable Junior
Reimbursement Revenue Note are as follows:

Year Principal Interest Total

2021 790,105 123,682 913,787
2022 815,356 98,432 913,788
2023 841,414 72,374 913,788
2024 868,154 45,633 913,787
2025 896,049 17,738 913,787
2026 3,633,534 11,637,326 15,270,860

S 7,844,612 $ 11,995,185 $ 19,839,797

5. Other Information

A. Risk Management

Except as provided within the Colorado Governmental Immunity Act, the District may be
exposed to various risks of loss related to torts, thefts of, damage to, or destruction of assets;
errors or omissions; or injuries to employees. The District is insured for such risks as a member
of the Colorado Special Districts Property and Liability Pool (the “Pool”).

15



Glenwood Meadows Metropolitan District No. 3
Notes to Financial Statements

December 31, 2020

The Pool is an organization created by intergovernmental agreement to provide property and
general liability, automobile physical damage and liability, public officials liability and boiler and
machinery coverage to its members. The Pool provides coverage for property claims up to the
values declared and liability coverage for claims up to $1,000,000.

Settled claims have not exceeded this coverage in any of the past three fiscal years. The District
pays annual premiums to the Pool for liability, property and public official’s coverage. 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 members. Any excess funds which the Pool determines are not needed for
purposes of the Pool may be returned to the members pursuant to a distribution formula.

A summary of audited statutory basis financial information for the Pool as of and for the year
ended December 31, 2019 (the latest audited information available) is as follows:

Assets $ 55,602,023
Liabilities S 33,163,342
Capital and surplus 22,438,681
Total $ 55,602,023
Revenue S 22,436,944
Underwriting expenses 25,355,739
Underwriting gain (loss) (2,918,795)
Other income 1,173,628
Net income $ (1,745,167)

Related Party Transactions

All members of the District’s Board of Directors have a financial interest in Glenwood Meadows,
LLC (the “Owner”), a Colorado limited liability company that owns the majority of WMG
Meadows, LLC (“WMG”) through another entity Glenwood Meadows WMG, LLC. WMG owns a
significant portion of real property (shopping center) within the District. The Owner also owns
other significant lodging and commercial real properties through other entities that are within
the District or other related Districts (GMMD No. 1 and GMMD No. 2).
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Glenwood Meadows Metropolitan District No. 1 (“GMMD No.1” or the “Service District”) and
Glenwood Meadows Metropolitan District No. 2 (“GMMD No.2”) has the same Board of
Directors as the District.

The District’s Board of Directors had previously filed a conflict of interest disclosure to the
Colorado Secretary of State. The last recorded filing in March 2014 updated the previously filed
disclosures covering the nature of the aforementioned related party transactions. The District’s
Board of Directors periodically confirm and update the conflict of interest disclosure.

Public Improvement Fee Agreement

The District entered into the Public Improvement Fee Agreement (the “PIF Agreement”) in 2004
which generally provides that the developer of the commercial retail space within the District
will obligate retailers within the development to impose, collect and remit a Public
Improvement Fee (“PIF”) on all eligible sales. Furthermore, the PIF Agreement assigns to the
District any and all interests the developer may have in PIF revenue. The District is obligated
under the PIF Agreement to pledge, use and apply all PIF revenue collected for the payment of
(i) bonded debt service as required, (ii) certain reimbursable expenses, (iii) certain public
improvements and organization costs, and (iv) other expenses related to the provision of any
public improvement and services necessary for commercial development within the District.
The PIF Agreement shall terminate upon the later of (i) the date on which the debt has been
fully paid or (ii) December 31 of the twentieth year following the opening of 300,000 square
feet of retail space within the District.

The agreement also calls for PIF collected (net of collection fees) in excess of required debt
service to retire the District’s debt to be payable directly to service the related public
improvements costs obligations incurred by the Service District for the remaining term of the
Bond Indenture. GMMD No. 1’s debt was transferred to the District during March 2014. As of
December 31, 2020, the District has combined principal and accrued interest obligations of
$19,839,797 outstanding.

. Intergovernmental Agreement — City Improvements

In July 2004, the District entered into an Intergovernmental Agreement (the “City IGA”) with
the City of Glenwood Springs, Colorado (the “City”). Under the City IGA, the City agreed to
construct or cause to be constructed certain infrastructure improvements. The District agreed
to pay for these improvements with proceeds from the issuance of the Bonds remitted to the
City totaling $2,350,000. Additionally, the District has agreed to construct or cause to be
constructed certain other infrastructure improvements to be paid for in their entirety by the
District. The District conveyed $15,786,676 of improvements to the City of Glenwood Springs in
2008, and all improvements constructed under this agreement have been conveyed as of
December 31, 2008 resulting in the significant negative net position on the District’s financial
statements.
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Intergovernmental Agreement — District Facilities and Services

In July 2004, the District entered into an Intergovernmental Agreement (the “District IGA”) with
the Service District for the provision of District construction and operation services. The District
IGA generally provides that the District will pay to the Service District over a period of years the
costs of the provision of certain services. The District IGA states that the obligation to pay the
amounts required there under is a general obligation debt of the District subject to certain
limitations, and as such the question of whether the District should enter into and perform the
Agreement was submitted at an election called for such purpose and held on November 4, 2003.
The question was approved by the electorate. The District IGA also obligates the District to levy,
certify, and collect an operating mill levy of five mills unless otherwise authorized by the Service
District. All property taxes, specific ownership taxes and other operating revenue collected by
the District are to be remitted to the Service District under the District IGA.

In return for the payment of the monies required to be paid under the Agreement, the Service
District agrees to (i) acquire or construct certain public improvements, and (ii) thereafter
provide for their operation and maintenance until such time as the improvements are
transferred to the City or other entity. Any monies received in excess of expenses by the Service
District shall be retained and used by the Service District to repay any advances received from
the developers or other sources. For the year ended December 31, 2020, the District remitted
$47,341 to the Service District representing taxes collected in 2019.

Contingency

The District’'s management has evaluated subsequent events through May 3, 2021, the date
which the District’s financial statements were available to be issued.

In early March 2020, the U.S. and global economies have reacted negatively in response to
worldwide concerns due to the economic impact of the COVID-19 pandemic. These trends,
including a potential economic downturn, and any potential resulting direct and indirect
negative impacts to the District, cannot be determined, but may have a material prospective
impact to the District’s operations, cash flows and liquidity. The pandemic and the associated
uncertainties have continued into 2021.
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Glenwood Meadows Metropolitan District No. 3
General Fund
Schedule of Revenues and Expenditures - Budget and Actual

For the Year Ended December 31, 2020

Final Variance
Approved Over (Under)
Budget Actual Budget
Revenues and Other Financing Sources:
Public improvement fees S 1,945,223 S 1,954,258 S 9,035
Interest 2,500 7,228 4,728
Taxes:
Property 19,674 19,674 -
Specific ownership 1,574 1,317 (257)
Fees in lieu of taxes 47,896 47,896 -
Total Revenues and Other Financing Sources 2,016,867 2,030,373 13,506
Expenditures and Other Financing Uses:
Administration 27,000 24,165 (2,835)
Intergovernmental agreement costs 56,751 46,805 (9,946)
Collection Fees 19,845 19,292 (553)
Bond interest:
Revenue note, Series 2014 148,573 148,184 (389)
Junior reimbursement note, Series 2005 1,037,838 1,034,012 (3,826)
Principal payment:
Revenue note, Series 2014 765,215 765,604 389
Reserve for contingency 10,000 - (10,000)
Tabor emergency fund 1,405 - (1,405)

Total Expenditures and Other Financing Uses S 2,066,627 S 2,038,062 S (28,565)

See auditor’s report and accompanying notes to financial statements.
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Glenwood Meadows Metropolitan District No. 3
Schedule of Debt Service Requirements to Maturity

December 31, 2020
$3,963,954
Debt and Taxable Junior
Interest $9,025,000 Reimbursement
Maturing Revenue Note, Revenue Note
in the Series 2014 Series 2005
Year Ending Interest Rate of 3.15% Interest Rate of 12% Total
December 31, Principal Interest Principal Interest Principal Interest
2021 790,105 123,682 - - 790,105 123,682
2022 815,356 98,432 - - 815,356 98,432
2023 841,414 72,374 - - 841,414 72,374
2024 868,154 45,633 - - 868,154 45,633
2025 896,049 17,738 - - 896,049 17,738
2026 75,945 203 3,557,589 11,637,123 3,633,534 11,637,326
Total S 4,287,023 $ 358,062 $ 3,557,589 $11,637,123 S 7,844,612 $11,995,185

See auditor’s report and accompanying notes to financial statements.
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