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Dazzio & Associates, PC

Certltled Public Accountants

INDEPENDENT AUDITOR’S REPORT

Roard ot Dirertars
Hawtharn VVetrgpolizan District Na. 2
Jetersan County, Colorada

We have audized the accampanying financial statements ot the goverrmental aczivities and <ach
major tunc o° the Hawtho-1 Metropolitan District No. 2 as 0 and tor the year Decemrber 31, Z020,
and the related 710tes to the financial statentents, which callect’vely comprise the Dist-"ct’s basic
financ al statements as listec in the table of cantents.

Management's Responsibllity for the Financial Statements

Management is resaonsible for the preparation and fair presentation of these financial statements
iv1 accordance wilh accounling arinciples generally accep.ed in the Uniled Slates of Amcrica; Lhis
incluces the design, implerentalior, and mainlenan<e ol irLernal corlrol relevanl e Lhe
preparalion and [air presen.al on of linancial slalernenls Lthal are free [rorm melerial misstalermert,
whclher cue lo fraud arerror.

Auditor’s Respaonsibility

Ou- responsibility is to exa~ess apiniors or these financal staterments based or our audit. We
canducted our audit in accordance with auditirg standards generally accepted in the Unized States
of Ame-ca. Those standards require that we plat and perfo-m the audit to obtain reasenabe
assurance abaut whetker the financial statements are free from material misszaterment.

A1 audit invelves performing procedures to obtair audit evidence aazaut the amounts and
disrlasi.res in the financial staterents. The proredures selected depend an ke aicitar’s judgment,
incluring the asseasment of tha risks nf material m'sstatement af the financial staterents, whetker
due o traud or error. In making -hose risk assesaments, the auditer considers internzl control
relevant ta the entity’s areparation and tair presentztian of t1e tinancial statenants in erder ta
design audit procedures that are apa-opriate in the circumsiances, aut not for the purpose ot
expressing an opinian an the eftectiveness of the entity’s internal control. Accord’ngly, we express
ne sdach apinior. An audit alse inc udes evaluating the app-opriateness o accounsing policies Jsed
and the reascnab eness of significant accounting estinrates made by nanagemens, 3s well as
evaluating the overall presentation o° the financial statements.

Woe belicve that tac aucit evidence we qave obtained s suff cient arc appropriate to provide a
kasis for cur aucit opinions.

B200 Sout1 Quechec Street, Sai-e A3259, Centennia], Copreda 80112
303.905.080% » info@dazziocpec.com
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Opinions

In auar opirian, the linaicial slalernenls relerred Lo sbove presenl lairly, 'mall melerial resoecls, Lhe
respective finaacial posizian of the governmental ectivities and each majar furd of the Hawt rorn
Mezropolitan District No. 2, as of Decerrber 31, 20230, zrd :he respective changes ir financial
position and the budgetary camparisans for the General Fund and the 5pecial Revenue Func for the
year then ended ir accorcance with accaunting princiales penera ly zccepted in the Unitec 5States o*
Arnerica.

Other Matters

Required Supplementary Information

Management has omiftted the Manzgement's Niscussion and Aralysis that accourting principlas
generally acceatec in the Urited States of Ame-"ca require to ke presented 10 supplement the basic
financal statements. Such missing irfarmatien, altaoughk net a part of the basic financial
smatemensts, is reqJired hy the Governmental Accourting Standards Board, wha considers it 1o e an
essential part of fnancial repertiag tor placing the basic “inancial statements in an appropriate
operational, ecororic, o~ historical contexz, Cur apinon on the basic finarcial statements is not
afected by this missirg information.

Other Information

Dur audit was conducted for the pu-aose of form'ng opinions ¢n tae firancial statements that
callectively comrprise the lHawthorn Metropolitan District No. 2’s 2asic financial statements.  The
Schedule of Revenues, Lxpenhditures and Changes in Furd Balence  Budget cnd Actual for the Debt
service Fund (Lhe Supplemantary Informelion) and ke Scheda ¢ af Bebl Serv ce Requiremenls Lo
Malurily and Lhe Schecule of Assessed Va ual on, Mill Levy and Proder.y Laxes Co lecled (ke Olker
Inforrmelion) are presenled lor purposes of add Lional analysis ad are 10l @ required perl of Lhe
basic Mmancial slalamanls.

The Supplenantary I1formation is t1e responsibilizy of manage ment and was derived from and
re ate diraczly to the underly’'ng account'ng and athar recerds vsed to prepzre t1e basic finarcial
staternenzs. 5cch informat’on has been subjected to the audting procedures appliec in the audit of
the basic financial statements and cerzain additianal procedures, including comparing and
recanciling such nfarmation directly o the underlying zccounting and othe- records used to
prepare the basic financizl statements or to t1e basic finarcizl statements themselves, and otker
additional procedures in accorcance with auditing standards generally accepted in the Unized
States af Amrerica. In aur npinion, the Supplementary narmatine iz “airly stated, in all material
respects, in relation ta the hzsic tinancial statemerts as 2 whole.

T1e Otqer Infarmation has not been subjected to the auditing procedures app ied ir the audit o*
the hasic finarcial staternents and, zccerdingly, we do 10t exp-ess an opinian or provce any
assurance on it
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HAWTHORN METROPOLITAN DISTRICT NO, 2
STATEMENT OF NET FOSITION
DECEMBER 31, 2020

ASSETS

Cast and [nvestmenis

Cast and Inveslinenls - Reslic.cd

Receivable From County Treasurer

Accounls Receivable

Prepaid Expenses

Praparty Taxes Receivable

Capitz| Assets, Net of Accumulated Deoreciation
“otal Assets

DEFERRED QUTFLOWS OF RESOURCES
Ccel ol Reluncing
“ata| Nefer-ed Outflows of Resolirces

LIABILITIES
Accouls Payable
Unearned Revenue
Accrucd Interest Payable
Noncurrent Liabil ties:
Due Within One Year
Due in More Than Ore Yezr
Total liabi| ties

DEFERRED INFLOWS OF RESOLIRCES
Praperly | ax Revenue
“ata| Defered |nflows of Resou‘nes

NET POS|T|JON
Nc: Investiment n Capital Asscts
Restrictec Far:
Emergency Reserves
Debl Service
Unrestricted

~ata] Net Posit ch

Ses accempanying Netes to Basic Financial Statements.
(1)

Goverrmenls |
Activities

$ 102,980
305,273

4,543

9,U50

11,151
683,438
9E7.588

2,173,363

5E€7.1°8

5R7.1° &

32,641
17
24,481

75,350
8,477.254

8,609,547

683.438

683.438

(114,303)

9,100
384.357
(6,312.253)

$  (6.552,199)
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HAWTHORN METROPOLITAN DISTRICT NO, 2

ASSETE

Cash are lavesime s

GCash are I'nestman s - Reacided
tocy vzkly Tun CoLrly | gasyrer
Asceurs Resclvablk:

“repaic. Fxpatsas

roperly  ex Hyservaye

ozl Asse s

LIABLITIES, DEFERRED INFLOWE OF
RESDURCES. AND FUND EALANCEA

UABLLITIES
Actzaa 5 “rynhile
Ungansd levenus
“owl Lakllzs

DLI LRRLDP INI LOWS O RL3SOURCLS
CelzTee Prascrly Tox Revenae

“azl Dalaed I Towe f Rea-onacu-

FUND BALANCES
Nein-p gl a
-repeld _NpEKEES
ResTcled =o
Smkicenais= (TAROR)
JepokBrase
Asacred =ox
Srbaecnan Yaa Fawrrd 11a
Unarsired
= Fl.nd Zajaaes

5 L cknpuzs, Delzred | 1owe ct
Reaolrcrs ard Fund 2agress

Amzavs ~«cpa-led “or aoverrorlaj ecd vlizs 1nte
alets ~ert a1 act paslilor are dMerert kacrnac

Cap o) 25527 a-¢ repated as assal: enwe
K4 CMEN. O ral 3051 N 0. RIC recaaad a3
equrcilugsin 1w Lngs

Cadlla) Assels Nel o° Accumugcked D2or2slai or

Crerenylgnn azeyls wio nul avalanle 12 puy ir
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Acariec rerssl o1 Jevejuuet ACvIIzes

\ct Posk on o* GovaTmara Aclivies

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2020

A
Spyal “eksl Guvermmgn x|
Cererzl Kevenus Service —uics

3 2¢,9/4 v 14 QCt $ - = C2.33C
120 - 366713 seh,218
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(BUL213)

Ses accempanying Netes to Basic Financial Statements.
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HAWTHORN METROPOLITAN DISTRICT NO, 2

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED DECEMEER 31, 2020

Talel
Specie| el Goverrmertsal
Geneal Raven.ie Serure -11135
REVENUES
Prope-ly Taxes ) ‘83,079 ¥ - 500,262 2 36311
Saecilic Cwrersaic ~axes 13,690 - 37,53% 51.079
Oaerakns Fees - 312 - 03732
Onaer Reven.c - 41%h - 4., 0O
I'ileres! Ince re 29 - “.637 1,566
“egnigllies ard _zle Tees - 707 - 107
Trers*er Faas - 6200 - 6,400
Total Revees “ 96,693 1035924 538,238 210,720
EXPENDITURES
Currank
Accowrilirg 26,412 - - 26412
Auili. 7,700 - - 4,700
Coury TreesLrel & “ees 2,748 - 7,508 10,53
Lavenant = atorcerent - ~ 0,310 - 10,200
Dosigr Revew - 240 - 240
Direclors’ Mees 1,900 - - 1,600
Die.siclMaragener. - “0.371 - 10,871
Dyes 662 - - 63
Flechor 1,08 - - 1,778
Flecmc -y - "4 - T64
Crownds Cleap - 2,015 - 2,15
hsnace 12,89C - - 10,890
|IT g 01 Recel s - 1128 - 1,123
1 andseapa [mpravereals - T oINS - 171087
Latdscope Vairteaarce Conmacs - 3,512 - 14.p12
Legal 42,982 - - 43,962
M scdl |31 ous 42T 717 - 1,747
Nor1 Tabje MoLialn [CA - 15,766 - 15,786
Shaw *ermeva] - 8.7 - 8.720
Trask erevial - 42,542 - 42,942
Wi e- - G576 - 3,578
Zebl Servce
Band |nferasi- Seras R I7A - - 296 945 296,925
Bond Fritzion] - Sares 20170 - - 75.000 /0,500
Fayiig Agerl “ees - - 2,030 5,000
Tl Experdiluies 93,123 1213€35 382,138 307.751
EXCE35 OF REVENUES OVER (UNDER)
FXPFNINTURFS “03,470 (#7959 153 658 232369
OTHER FINANCING SOURCES (USES)
Trers*sr o) f+om Othe =U1de 27,259 £7 989 - -
ofal Oraer F nancing Scareas (Wses) A1) (959 - -
NET CHANGE N FUND BALANCES 75,511 - 153,558 232,269
F.are S5P1aes _Hegniing o Vear 20,731 - 237 hall b/ 811
FUND EALANGCES .END OF YEAR S “00,712 4 - 388,132 $ /90,780

Ses accempanying Netes to Basic Financial Statements.



HAWTHORN METROPOLITAN DISTRICT NO, 2
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF THE GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITES
YEAR ENDED DECEMEER 31, 2020

Nel Change in | und 3alances - Governmenlal | unds $ 232,369

Amounts reparted “or caveramertal activ ties in the statenrcnt of act vities are
different because:

Gaveramenlal funds raparl capilal ou lays as expencilu-gs, In Lhe slalarrenl of sclvilies,
capital autlay is notl repored as an expendit, re. However, the statement of activities w ||
repo’l as depracialion expense e allocal tn a” any cos. ol ary deoreciable assel over
the estimated nseful li‘e af the assel,
Dep-ecialion (80.474)

Long-lerm cebl {e.g., bonds, Develeper advances) provides caverl [ nancial regources
to govemmen-al funes, while the ~epayrent of the prircipal of long+term cebt consLmes
the carrert f nancial rcsources of gaveramertal “unds. Neither fransaction, however, 1as
any effect on el positior, Also, gpvernmental furds report the effect of premivms,
discounts, and similar izems when cebt s first issued. whereas these amounts are
delarred and amorlized in Lhe slalar-e1l af zcliv lieg, Tha ral elfacl ol .hase diTerences
ir the treatrent of long-.erm deot and relatec iter-s is as follows:
Bond Principel Paymanl 70.0300

Samme uxpenscs reporled in Lhe glzlemerl ol ac.ivilics do nol -equire Ihe vsc ¢
current firargia| resources and, therefore, are no: reported as expenditures in
govermmental lunds,

Amariization of Defer-ed Czst o* Refunding f31.4637)
Amarization of Bond Premium 5,40¢
Accrued |nteest ocn Deve|oper Acvances - Change in Liabi|ty (9,800)
Accrued |nte-est cn Bonds - Change in Liadility (181,124)
Change in \let Position of Goverimertal Activities $ 24,942

Ses accempanying Netes to Basic Financial Statements.
(v)



HAWTHORN METROPOLITAN DISTRICT NO, 2

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
YEAR ENDED DECEMEER 231, 2020

REVENLES
Praperty Taxes
Spccific Ownerskip Taxes
Interest Income
“atal Revelues

EXPENDITURES

Current:
Accoanling
Audi.
Counly Ircasurer's Fees
D reclors’ Fees
Duacs
Elcelion
Irsurance
Lagal
Miscullzneous

“alal Expendilu-us

EXCESS OF REVENUES OVER (UNDER})
EXPENDITURES

OTHER FINANGING SOURGES (USES)
Translcrs lo Olher Funds
~ata| Other Financing Scurces (Uses)

NET CHANGE I[N FUND BALANCE
Fund Bajance - Beg nning of Year

FUND BALANCE - END OF YEAR

Ses accompanying Notes to Basic Financial Statements.

Variance with
Criginal Final Bucget
ard Finzl NActaal Positive
BLdcet Ar-ounts (Necative)
S 183,179 S 183,179 ) -
14,654 13,690 (964)
404 29 {3/8)
108,238 126,898 (1.340)
25,000 2642 (1.4°2)
4. 9004 4,700 200
2,748 2,748 -
1,600 1,800 (300)
500 568 {168)
1.000 1.728 (728)
12.150 10.890 1.260
35.000 43,982 (8.082)
3.102 400 2.702
26.000 03428 (7.428)
112,238 103470 (8./68)
(£5.000) (27.859) 57.041
785,007) (2/,859) 57,041
27,238 75.5°1 /8,273
13.563 25.231 11.668
$ /0.801 $ 100,712 $ 59.911




HAWTHORN METROPOLITAN DISTRICT NO, 2

SFECIAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

YEAR ENDED DECEMEER 231, 2020

REVENLUES
Onarmions Faa
Oraer Revenua
FeacHies ard @te -cos
Trérs sr Feas
Told ReveriLes

CXPCNDITURCS
Currenk

Coverrril Zaforcemel
Design Rev ew
D s.dcl Mazgemort
Clzctric ty
Crgitzorng
Grarnds Cleamp
Irigr on Reaais

Landseape lrpovzmrentis

I andsrape Mizintenaiee Gor-+ct
1cgal

lighs ng Kapar

Viscoflaten.s

Ne~1 sHe Mear-an |GA
Fostage ard Lezikes
Hrow Remoave]
=ociz] Achy hes

a1 Remove
Weker
Webs e

"okl ExpenliLres

EXCESS AF REVENLES AVER (UNDER)
EXPENDITURES

OTHER FINANGING SOURCES (USES)
Irzrs-arsdram Orer Farda
ol O T nanicing Scarees (Jses)
NET CHANGE IN FUND BALANCE

F.aae Sapace -Hegnalg oo Yvaar

FLINO BEALANCE = ENO OF YEAR

Ses accompanying Notes to Basic Financial Statements.
()

Virize wih

Orig nal Fire | Oudget
anc Final Actaal Susilive
Bucgcl ATouTs (Ne:gishiver)
63,152 ¥ 63,52 5 -
- 4," 04 4, 00
- ans 40/
- 6.200 6,200
05,132 105,254 10,002
1,520 “0,200 6,280)
1,520 240 1,560
“8,500 0,071 729
2°0 ‘B4 4G
5,000 - 4,000
3,500 2,014 1484
4,500 1423 2482
6,000 el ive 1¢,813
26,000 8,512 G083
A4 - 2400
) - o0
- 140 (7a7)
“Hharh “h," B {11)
LDO - LOO
“hH 0RO 8./ 6,200
3,000 - 3,000
42 200 42 242 (342)
H,250 3.5L/6 15704
S00 - S00
1/8,/29 131,063 4G, 032
(8,583 (24,559) 508
BH DO 20559 (b7 .241)
R5,0 27,559 (57.041)
(LAY - 503
3 /198 - (3./08)
3.20H = - - (3,70h)




NOTE 1

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

DEFINITION OF REPORTING ENTITY

Hawthorn Metropolitan District No. 2 (the District), a quasi-municipal corporation and political
subdivision of the State of Colorada, was organized by order and decree af the District Court
for the County of Jefferson, Colorado on December 5. 2012, and is governed pursuant to
provisions ot the Colorado Special District Act (Titke 32, Arick 1, Cobrado Revised
Statutes).

Ihe Nisricl was eslablished lo provide linanging for 1ne operalons and maiilenance and
design, acqu sition, installatior, construction and completion of public impravements and
services, including water, sanitation/storm sewer, streets, park anc recreation,
Iranspartalion, mosquilo conlrol, salely proleclion, fire proleclion, lekvision relay and
translation, and sccurity. The District provides covenant control and was arganized in
conjunction with Hawthorn Metropolitan D strict No. 1 (District Na. 1), which previously
servet as lhe Operaling Dislricl, and is curranlly inaclive,

On DRecember 7, 2015, District No. 1 approved, and the District aceeotec. the assignment of
any of District No, 1°s rights, duties, and oh igations under tha Covanants and Restrictions of
Hawthorn which have been recorded and filed with the County Clerk and Recorder.

The District i not authorized to plan for, design, acquire, construct, install, rclcate,
redevelop, finance, operawe, or maintain fire protection faciifties or services, unlss such
tacilities and services are pravided as part 0° an intergovemmental agreement with the
County,

Ihe Dislrcl lolows lhe Govemmerlal Accounling Slandards Board (GASR) agcounling
pronouncements which provice quidance for dete'mining which ¢ovaernmental activities,
organizations and functions should be incuded within the financial reportirg entity, GASB
pronouncements sel (orlh Lhe linancial accounlabilily of & govemmenlal orgenizalion’s
clected goveming oody as the basic critcrion for incuding a posziblc componcnt
govemmental organization in a primary govenment's egal entity, Finarcial accountability
includas, bul is rol liriled lo, asooinimenl of a voling majonly ol lhe organizalion's
governing body, ab ity to imposc its will on the argan zation, a potentia| for the organizatian
lo provide specilic linancia| benelils or burdens, and lisca | dependency,

The District is not financially accountable for ary otier arganization, nor is the District a
comporent unit of any other primary govemmental ertity,

The District has no employees and all operations and adm nistrative functions are
contracted,



NOTE 2

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The more significant accounting policies of the District are described as follows:

Government-Wide and Fund Financial Statements
Ihe governmenl-wide [inangial slalemenls include lhe slalemenl ol nel posilign and lhe
statarrert of activitias. These ‘inancial statements include all of the activities of the District.

The effect of interfund activity has been removed from these statements. Governmental
aclivilies are normally supparled ¢y properly laxes and inlergovemmenlal revenues.

The statement of net position reparts all financial and cap tal resources of the District. The
dillerence bealween lhe sum of assels and defarred oullbws and the sum of lahiilies and
dcferred inflows is repor.ed as net position.

Ihe slalemenl ol aclivilies demonslrales .he degree lg which .he direcl and irdirecl
expenses of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly idertifiable with a specific function or segment. Program revenues
includa 1) charges lo cuslomers or app icanls wha purchase, use, ar direclly benelil fram
goods. services, or privileges provided by a given function or segment, and 2) grants and
co1tributions that are restrictec to meeting the operational or capital requirements of a
parlicLla luncion ar segmenl, Taxes and alher ilems nol properly included arong program
revenues are reported instead as generalrevenues,

Separate financial stataments are provided for the gaverrmenta| funds, Major indivicual
govemmental funds are reparted as separate co umns in the fund financial statements,

Measurement Focus, Basls of Accountlng, and Flnanclal Statement Presentation

The gavernmeni-wide financial statements are reported using the ecanomic resources
measuremenl locus and he acerual basis ol accounling, Revenues are recorded when
earned and expenses are recordec when a liabilty is incurrad, regard less of the timing of
related cash flows, Redemnption of bonds are recorded as a reduction in jabilities.

Gavernnental fund finarcial statcments arc reported using the current financia| resources
measurement “‘acus and tne modified accrua | basis ot accounting , Revenues are recogn zed
as soan as lkey are bolh mreasurahle and available, Revenues are considered Lo he
availaalc when they are collectible within the cumrent period or saan cnough thereafter ta
pay liabilities of the current period, For this purpose, the District considers revenues to be
availaale if they are collected within 60 days of the end of the current fiscal penod, The
major sources of revenue susceptible to accrual are property taxes, specific ownership
texes. and operations fees, All other revenue items are considered to be measurable and
availaslc only wken cash is rcceived by the District, Cxpenditures, other than intcrest an
long-term obligations. are recorded when the jabiity s ncurred or the long4erm objgation
due,



HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

[Continued)

The District rcparts the following major govenmental funds:

The General Fund is ha Disrict's primary operating fund, it accounts for all financial
resources of the general government. except those requred to be accounted for in
anolher und.

The Special Revenue Fund is usec 10 account for Operations Fees received and
expandi.ures incurrad in conneaclion w Lh oparalions anc mainlenance of he Dislricl,

The Debt Service Fund accounts for the resources accumu lated and payments made for
principal and inleres. an long-lerm general obligalion debl ol Ihe govemmerlal lurds.

Budagets

Ir accordance with ke Slale Budgel Law, lhe Dislricl’s Board ol Direclors hoks puhlic
hcarings in the fall cach year to approve thce budget and appropriate the funds for the
ensuing year. The apprepriation is at the total fund expenditures and other financing uses
level and lapses at year-and, The District's Board of Directors can modify the budget by ine
item within the total appropriaion without notification, The appropration can only be
modified upon completion of notification anc publication requirements, The budget includes
cach fund on itg basis of accounting unfcss otherwise indicated

Poojed Cash and nvestmernts

The District follows the practice of poolng cash and investments of a|l funds to maximiza
investment earnings, Except when required by trust or other agreements, all cash is
depasi.ed lo and disbhursed rom a single bank accounl, Cash in excess ol immediale
opcrating rcquircments ig poeled far ¢epasit and investmaent flexibiity. hvestment camings
are allocated periodically to the participating funds basec upon each fund’'s average equity
balance in Ihe lolal cash and inveslmenls,

Property Taxes

Properly laxes are [eviec by Lhe D slicl’'s Board of Direclors, The levy is based on assessed
valuations dctermined by the County Assessor generally as of January 1 of cach yecar. The
levy is normally set by December 13 by certification to the County Commissioners to put the
tex lien on the individual properttias as of January 1 of the following year. The County
Treasurer collecs the determined taxes durng the ensuing caendar year, The taxes are
payable by Ap-il or it in equal instalments, at the taxpayer's ejection, ir February and June,
Dclinquent taxpayers arc natified in August and, gcncrally., sale aof the tax fcens an
delinguent properties are held in November ar December, The County Treasurer remis the
taxes collected monthly to the District,




NOTE 2

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Propertv Taxes (Continued)

Properly laxes, nel ol eslimaled uncolkclible laxes, are recorded inilially as defered inlow
of resources in the year they arc levied ard mecasurable. The property tax revenues are
recorded as revenue in 1ne yedr lhey are avdilable ar collecled.

Capital Asscts

Capital assets, wnich include infrasiructure assets. are reported in the applicable
govarmmental activities column in the government-wide financial statements, Capital assats
are defined by the District as assets with an initial individual cost of more than $5.000. Such
assels are recorded al hislorical cosl or es.imaled hislorical cosl I purchased or
constructed, Dorated capital assctes are recorded 2t acquigition value at the date of
donation.

Capital asscts which arc anticipated to be conveyed to other gavernmental entitics are
recorded as construgtion in progress, and are nat ingludec in the caluftion of the net
investment in capital assets component of the District’s net pasition,

The costs of normal Mmaintenance and repairs that de not add to the value of the asset or
rmaterially extend the life of the asset are nat capitaized, Inprovaments are capitalized and
depreciated over the remaining usefu| lives of the repted fixec assels. as appicable.
Depreciation exoense has been computed using the straight-line method ove- the estimated
ccenomric uscful lives:

Structures 20 Years

Landscaping 20 Years

Parks and Recreation 20 Years
Amortlzation

Ir the govemment-wide financial statements. bond premiums are deferred and amortized
over the Jife of the bands using the effective interest method,

In the fund financial slatements, govemmental fund types recognize bond premiums, as well
as bond issuance cosls, during the currenl perod, The lzee amount of debl issued is
reported as other financing sources. Premiums received on debt issuances are reported as
other financirg sources, Issuance costs, whether or not withhed t-om the actual debt
proceaads recaivad, are ranorlad as expendilures,

Deferred |nflows/Outflows of Resources

Ir addition to assets, the statemant of net paosition reparts & separate section for deferrad
outflows of resources, This separate financial statement ejement, deferred outflows of
resources, represents a cansumption of net posilion that applies 1o a tuture period and so
will not be recognized as an outflaw of resources (expense) until that time, The District has
one item that qualifies for reparting ir this category. Accordingly. the item, cost of refunding,
is delemed and recognized as an oulllow of resolrces in lhe period hal lhe amounl is
incurrad,
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NOTE 2

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Referred Inflows/Qutflows of Resources (Continued)

Ir addilion Lo liabililies, Lhe s.alamenl of nel pasilion reporls a separale seclion ‘or delerred
inlows of rcsaurces. This scparate financial statcrment clement, defer-ed inflows of
resources, represenls an acquisilior ol nel posilion lhal apples o a lulure neriod and so wl
not be recognized as an inflaw of resourcas (revenue) until that time, The District has ane
item that qualifies for reporting in this category. Accardirgly. the item, deferred property tax
revenue, is deler-ad and recognized as an in‘low af resaurces in the penod lhal lhe amaunl
bccanres available,

Rauity

Net Pasition

Far gavernmen:-wide cresentation purposes, when ooth resricted and unrestricted
resources a-e available lor use, il is lhe Nislricl's praclice 1o use reslricled esourges lirsl,
then unrestr cted resources as they are necced.

Fund Balance

Fund balance for govenmental funds should be reportee in classiicatiors that comprisc a
hierarchy based on the extent to which the govemment is bourd to honor constraints on the
spacific pumposes for which spending can occur, Gavernirental funds report up to five
classifications of fund oalance: nonspendab. restricted, committed, assigned, and
unassignec, Because circumstances differ among govemments, not every government or
cvary govermmental fund will present al|l of these components, The following classifications
describe the rejative strength of the spending constrairts:

Nonspendable Fund Balance — Tha portian of fund bakice that cannat ba spent
because it is ether not in spendable form (such as prepaid amounts or inventory) or
legally or conlraclually required lo be mainlained inlacl,

Restricted Furd Balance — The portion of fund balance that is constrained to being Lsed
for a specilic pupase hy exlernal parlies (such as bondhalders). conslilulional
pravisions, ar chaaling |cqgislation,

Commilled Fund Balance — The porlion ol fund haknce Lhil can only be used [lor
spccific purposes pursdant to constraints impased by “ormal action of the govermment's
highest |eve| of decision-making authority, the board of directors, The constraint may be
renoved or changad or|y through formal action of the board of directors,

Assigned Fund Balance — The portion of fund balnce that is constrained by the
govemment's intent to be used far specific purcoses, but is neither restricted nor
committed, Intent is expressed by the board of direclors to be used for & specific
purpose, Constraints imposed on the use of assigned amounts are mg-e easily removed
or modificd than thosc impcscd an amouns that are cssificd as committed,

Unassigred Fund Ralance — | he resicual porlion ol Tund balance Ihal does ngl meel any
of the crteria described abave,
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NOTE 2

NOTE 3

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Equitv (Conti )
Fund Balance (Conlinued)

K more than one classification of fund baknce is available for use when an experditure is
incurred, it is the District’s practice 1o 1.se the most restrictive classitication first.

CASH AND INVESTMENTS

Cash and inveslmenls as ol December 31, 2020, wre classified in lhe accompanying
financial statements as follows:

Statenent 2* Net Pasition:

Cast and Investments S 102,280
Cask and |nvestmenis - Rest icted 395,713
Tolal Cash and Irveskels 5 408.193

Cash and investments as af December 31, 2020, consist of the following:

Depos ts with Financial Irssitations 5 115,289
Investmerts 382,904
Tota| Cash and |nvestents 5 198,193

Deposits with Financial Institutions

The Cojorado Public Deoosit Protecton Act (PDPA) requires that aj units of jocal
government deposit cash ir cligible public depositories, Elgibiity is cctermined by state
regulaters, Amounts on deposit in excess of federal insurance evels must be collaeralized.
The eligible callaleral is delermined by lhe PDPA_ PDPA allows lhe inslilulion o ¢redle a
single collateral pool for all public funds, Tae poolfor all the uninsured pubjc deposits as a
group is to be maintained by aneother institution or heg in trust, The market vajue ot the
callaleral musl be al least 102% of Lhe aggraqale vninsured deposils,

The Slale Commissionars [br banks and linancia | services are required by slalule 1o monilor
the namirg of eligible depositories and reporting of the uninsured deposils and asses
maintained in the collate-al pools,

At Decemnber 31, 2020, the District's cash deposits had a oank balance and carying
balance al $115,289,

Investments

The District has not adopted a formal investment policy; however, t1e District fo llows state
slalules regarding inveslmerls,

The District generally limits its concentration of investments to those noted wth an
asterisk () helow, which are healiaved ta have minimal credil risk, miniral intarest rate risk
and no forcign currcency risk, Additionally, the District is not subjcct to concentrat on ris< or
invesimenl cuslodial risk distlosure requiremenls ‘or invesimenls Ihal are in lhe possession
of another partly,

,
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NOTE 3

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

CASH AND INVESTMENTS (CONTINUED)

Investments (Continued)

Coloado revised slaules liril inveslmenl malunlies Lo live yeas ar less unless ‘ormally
approved by the Board of Dircciors. Such actions arc gencrally associatcc with a debt
service reserve gr sinking lund requiremenls.

Colorado statutes specify investment instruments meeting defined rating and risk criteria in
which local governmenls may invesl whick inchide:

Obligations of the United States, certain U.S. govemment agency securities, and
securilies al 1ne World Bank

Genceral obligation and revenuc bands of U S. lacal government cnititice
Certain certificates of participation

Cerlain securilies lending agree menls

Bankers” acceptances of certain banks

Commercial paper

Wrillen repurckase agreemenls and cerlain raverse repurchase agreemanls
collateralized by certain authorized securities

Certain money market funds

Guaranleed inveslmenl corlracls

Local government irvestment pools

Az of Decamber 31, 2020, the District had the fo llowing invastments:

[nvestmert VaLrity Amount
Colorado Surplus Assel Fund We ghlsc Avaragg

Trust (CSA=E) Under 60 Days S 382,204
CSAFE

The District invested in the Calorado Surplus Assct Mund Trus: (CSATE) (the Trust), which
is an investment vehicle established by state satute “or jocal government entities to pool
surplus assets, The State Securities Commissiorer administers ad enforces aj| State
statutcs gaverning the Trust, The Trust is sim jar to @ moncy market fund, with cach share
valLed at $1.00, CSAFE may invest in US, Treasury securities, repurchase agreements
collaleralized by U.S, Treasury securiies, cerlain monegy markel funds, and highesl ra.ed
commercial paper, A designated custadial bank scrves as custodian for CSAFLC’s portfolio
pursuant to a custodian agreemen:, The custodian acts as satekeeping agent for CSAFE's
inveslmenl porllolio and provides sarvices as lhe deposilory in canneclion wilh direcl
investmente and withdrawals, The custedian's internal recordes scgregate investments
owned by CSAFF, CSAFF is rated AAAm by Standard & Poor's, CSAFF records its
investments at emortized ¢ost and "ha District ~acords its invastmeants in CSAFE at net asset
valLe as determined by amoartized cost, There arc no unfunded commitmnents, the
redemplion lrequency is daily, and here is no redemplion nolice period,
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HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE4 CAPITAL ASSETS

An analysis of the changes in capital assets for the year ended December 31. 2020 follows:

Balance - 23lzce -
Jecsmber 21. Decer1oer 31,
2019 hicieases Mecieases 2070
Caolal Assets. Helng
Deoreciatec:
Struct. ©s $ ‘87,200 - 3 - 5 187.200
| andscaping 583,140 - - 582,140
1°27Kks ard Kecreato~ 159,177 - - /328 111
Total Csotal Assets. 3eing
Jeprecialed 1,209,484 - - ©,20S 484
Lezs Acc. mulzied Deprecisticn
For:
Slrucly, ¢ {78,080} (9,360) - (37 440)
Lz~aacaping (&Ll (29,157) - (116 528)
Pz.-«s and Recrealio~ (65,871} 21,957) - (87.828)
Tolal Accumulatee
Inneacialion (& LD (60,474) - (241,895)
Tolal Czo1al Assats, Being
Jen-ccialee, Nel 1,028,062 (50,474) - 967,568
CGapila] Aszels Nel $ 1.028,062 ¥ (hD,474) ) - k) €E7,588

At Dceenmber 31, 2020, depreciatian cxpensc wag charged to the gencral govermnment
function of the District in the amount of §60.474,

NOTES LONG-TERM OBLIGATIONS

The lollowing is an analysis ol changes in lhe Dislricl's longdem obligations for The year
cnded December 31, 2020:

Bajanze - Bagn:c -
Lesemks- 1. Lesemkerl”, Liug WV rin
22190 Acdiicns S iremeanl: 2020 Ona Yaa:
Jode Poyek:
GO Ruus. Se1ex?C 7A 5 £ 230 CeA § - 5 7C A0 3 F L2 C00R < 0,000
GO Bares. Sores 2C° 76 J20CCO - - g230ce
G2 Rargs. Serey 207G 925 CCQ - - £2500C
Azcn.cd o Lnpac |rereal - 20172 126 237 8,502 - “ DL 530
Azened e Lnpiac eresl - 2U1/C 13917 2.1 - S12 628
Rox. Pamia 102 321 - £.237 95 974 5,350
9% Bords “ayayc ¢2u56472 1,500 (2,237 g2 se” (S, d50
Olhz: D2os:
Fevelaren Advarices 120000 - - 200
Azcn.cd pterest - Dovojope” Advarass 50 €73 3,50C - 532 3
244 Long-lem Owiga. ens [(RETEP I vldot 5 (500 3 852601 ¢ (5,350
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HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTES3 LONG-TERM OBLIGATIONS (CONTNUED)

\J

Tax) Refunding Bonds
5820,000 Series 2017B Subordinate Limited Tax General Obligation Refunding and

5$928,000 Series 2017C Limited Tax Junior Lien Subordinate General Ohligation Bands
On December 14, 2017, the District issued its $6.210,000 General Oblgation Refurding
Bonds, Series 201/A (20° /A Bonds), ils $820.000 Subordinale Limiled Tax General
Obligation Recfuncing and Improvenrcn:. Boncs, Scrice 2017B (2017B Bondg) and is
$928,000 Limited Tax Junior Lien Subordinate General Obigation Bonds (2017C Bonds).
The croceeds lrom Lhe sale of the 2017A Bonds were applied o relunding he Senes 2014
and Scrics 2015 Bonds of the District ard payirg the casts of issuing the 2017 Bonds. The
proceeds from the sale of the 20176 Bonds will be appied to refunding the remainder of 11e
Serigs 2015 Bonds, reimbursing Developer advances reliled 1o public impravemenls far Ihe
District and paying the costs of issuing the 20178 Bonds. The proceeds from the sale of the
2017C Bonds were Lsed 1o reimburse Develeper advances related to pubic improvemr enis
[or the Dislricl and paying cerlain cosls al issuing the 201/C Bonds.

Conocurrenily with the refunding of the Series 2014 and Se-ies 2015 bonds, the Developer
lorgave §3,186.269 ir oulslanding ablgalions, Reslnclions on lhe monies raslricled for
interest payments and the reserve accoun: pertaining to he defeased bonds were removed
under 1ne new reluading, |he deleased bonds are nal considered a labilily of lhe Dislricl
since suficient funds ir the amount of 56.685,765 were deposited with a trustee and
invested in U,S, government securities far the purpose of paying the principal and interes: of
Ihe deleased honds unlil Ihe czll dale, al which poinl Ihe bands will be repaid in Lheir enLive.y
fran* the remain ng funds n the cscrow account, Tac Scrics 2014 Bonds were redeemacd on
December 1, 2019, The Series 2015 Boncs were redeemed on December 15. 2012,

The 2017A Bonds bear intcrest at £.5% and 5,0%, payablc scmiannually on Junc 1 and
December 1. beginning on June 1, 2018, Annua|mardatory sirking fund principa|paym ents
are due on December 1, beginning on December 1, 2018, 1he 2017A Bonds malure gn
December 1, 2032 and December 1, 2047,

The 201/A Bonds are also secured hy he ama.anls on deposil in the Surpls Fund, Priar 1o
the date upon which the Debt to Assessed Ratio is equal to 50% or less. 2017A\ Pedged
Revenue that is not needed to pay debt service on the Senior Bonds in a1ty year will be
deposiled lo and held ir the Surplus Fund, up o the Maximum Sumplus Amount of 5621,000,
Pursdant to the 2017A Irdenture, the Surpus Fund will be terminated when the Debt to
Assessed Ralio is equal lo ar kess lhan 50% (il ever) and, any monies Iherein app fed lo any
legal purpoze of the District, Under the 201703 hdenture, ary amodnts in the Surpls Fund
upon ermination of such funds are pledged to the paymen: of the 20178 Bonds,
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HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTES3 LONG-TERM OBLIGATIONS (CONTNUED)

\J

Tax) Refunding Bonds
5820,000 Series 2017B Subordinate Limited Tax GeneralObligation Refunding and

$928.000 Seres 2017C Limited Tax Junlor Llen Suboerdinate General Oblgation Bonds
(Continued)

The 201/A Senior Bonds are subjecl 1o redemplion prior 1o malurily, al the oplion of he
District, as a wholc or in integral multiples of 57,000, in any order of maturity, and in wholc
or partial maturities (and if in part in such order of maturities as the District shall determine
and by Iol within malurilies), on December 1, 2022, and an any dale lherealler, upon
paymert o par, accrued increst, and a redemption premium equal to a pereentage of the
principal amount so redeemed, as follows:

Racarmplion

Nate of Recemptign Premium
Decorker 1, 2022 1o Navember 30, 2023 300 %
Descemrber 1, 2023 to Novembher 30, 2021 200
Decernrker 1, 2024 to Navember 30, 2025 * 00
Decarber 1, 2025 znc ~hereafte- -

The 201 /B Bonds bear inlerasl al £,26% per annum, are payabe annudlly [mom Subordinale
Pledged Revenue, if ary, on December 15, beginning an December 15, 2018. and mature
on December 18, 2047, The 2017B Bonds are structured as cash tlow bonds meaning that
lhere are no scheduled paymenls of principal prior 1o the inal ma.urily dale, Unpaid in.eresl
on the 2017B Bonds compounds annually on each December 15, AJl of the 2017B Boncs
and inleresl lhereon wil| be deemed lo be paid, salislied, and discharged on 1December 15,
2057, regardiess of the amount of principal and interest pai¢ on the 2017B Bonds prior to
such Subordinate Termination Date,

The 20178 Subordinate Bonds arc subject to redemption prior to maturity, at the aption of
the Distric,, as @ whole or in integral mufip es of $1.000, in any order of maturity, and in
whola or parlial malurilies (&nd il in parl in such order ol malurilies as the Disricl shall
determine and by [o: within maturitics), on December 15, 2022, and on any datc thereafter,

upon payment of par, accrued interest, anc a redemption premium equal to a percentage of
IFe pringipal amounl so redeemed, as lollows:

Reeem plion
Date of Recemption Premium
Deceamrter 15, 2022 to December 14, 2023 300 %
Decarrber 15. 2025 lo December 14. 2024 240
Necembker 15, 2024 to NDecember 14, 2025 “ 00

Decurrber 15. 2025 ard Therealler



NOTE 5

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

LONG-TERM OBLIGATIONS (CONTINUED)

\J

Tax) Refunding Bonds
5820,000 Series 2017B Subordinate Limited Tax General Obligation Refunding and

$928.000 Seres 2017C Limited Tax Junlor Llen Subordinate General Oblgatlon Bonds
(Continued)

The 201/C Bonds bear inleresl a. lhe rale ol 1000% per annum, and are payatie annually
fram Junior Subordinalc Pledged Revenue, if any available, on cach Dccember 15,
commencing on the firs: December 15 accurring after the 2017B Bonds have been paid in
LIl or are no longer oulslanding, and malure on Decemher 15, 20561, The 2017C Bands are
structured as cash flow bonds mecaning that therc arc no scheduled payments af principal
prior ta the final maturity date. Unpaid interest on the 2017C Bonds compounds anqually on
each December 15, All ol lhe 2017C Bonds anc inleresl Ihereon will be deemed 0 be paid.,
satisfied, and cischarged on December 15. 2057, regard kess of the amount of principal and
interest paid on the 2017C Bonds prio- ko such Termination Date.

The 2017C Subordinate Bonds are subject to redemptior prior to malurity. a: the option of
Ilhe Dislrc., as a whole or in inleg-al mulipks of 51,000, in any order of malurly, and in
whole or partial maturitics (and if in part in such order of maturitics as thc District shall
determine and by |o: wit1in maturities). on December 15, 2022, and on any date thereafter,
upon paymenl al par, accrued inlerasl, anc a redemplion premium equal Lo a percenlage of
the principal amaunt sa redeemed, as follows:

Recernplion
Date of Recemption Premium
Decamrher 15, 2022 to Decemher 141, 2023 300 %
Decarrber 15. 2023 lo December 14. 2024 200
Decerrker 15, 2024 to December 14, 2025 ~ 00

Desnember 15, 2025 ard Thareafter -

Ir the gavernmen:-wide statemen:s, the purchass price of the Series 2017A bands inclded
a premium in the amount of $113,094, which has been defered and is being amortized over
ke lile of Lhe new debl,

The District’s Series 2017 A Bonds will mature as follows;

Year Frding December 31, Principal| |nzeres: Tota|
202° 3 70.000 5 293.775 5 363.775
2022 85.cac 290.625 375.625
2023 85.00c 286.800 371.800
2024 100.C0C 282.975 382.975
2025 105.000 278.175 383.175
2026-203C 665.C0C ©,.313.400 *,978.400
2031-2C35> 930.C0C ©.138.200 2,068.200
2036-7C4C *,310.00C §72.75C 2.182.750
20112015 ,790.C0C 199,000 2,289,000
2046-2047 880.00C 66.500 946.500

Tats| 5 6,020,000 3 5,322,500 3 17,342,500
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NOTE 5

NOTE 6

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

LONG-TERM OBLIGATIONS (CONTINUED)

Debt Autheorizati
Al December 31, 2020, the Dislncl had aulhoriced bul unissued ¢eneral oblgalion
indebtedness in the followirg amaounts far the following purposcs:

Aafedzee Sefes zC7 2 Beros 2015 2242z 2017 _¢=ZInrg al
Nevernger 5 A_tlznzzshio Ay w1 zaign A lhg-isal or Slecuinen 51
20 Z Elacdcn Usce Laad Jzed 2020

Jlreels 5 dcuwees f 13920./1 5 ) A T SUTOLL § 2/08/.2%
“avks and Recrenl or 0,000 CRD iy 56.000 25 000 2ATIETHO
Waer G0y 249,248 203,070 237 0CC 28967, 752
Surtlation S Sewnn S0 a%0 0D 280 77F ISE R0 AV e PRGF2 271
Trerssoraica 2C,000CCY - - - 30 0CC20
Vaseria Corticl 3C 00 CCO - - - 300CC.000
Safzty Frotesdcn 2¢,000Ce0 - - - 30 060,030
re -rolec. cn ZC,adoced - - - JaoLe,J0
Trlovix o & Relay SC.000CRA - - - 30000,000
Saeorty G0 CY - - - JIOLC,I0
Opaalors & Meinla =rca ECO00CR - - - FHOCR.00
=<cfindrg ol Jcbt 2C,000CCY - - - 300CC,030
Guvarnmyn gzl 1GAs FORUCTIN M) - - - 300CC.0%

=rvalz IGA's 2C,000 GO - - - 30 0C0,D0
aeal S ASC 00 CLt 3 LS S =L LS Lt £ 1207000

Pursuanl lo Lhe Sarvice Plan, Lhe lolal debl thal the Dislricl shall be permiled Lo issue shall
not exceed $10,000.000, exclusive of refundings. Additianally, the maximum debt mill evy is
50.000 mi||s (adjusted to 55.663),

Ir the future, the District may issue a parion ar ajl o the -emaining autharized but unissued
general obligalion debl Tor cumposes ol providing pugic improvemenls lo supporl
development ag it occurs within the District’'s scrvice arca,

NET POSITION

The District Fas net oosition consisting of -hree companents — net investment in capital
assely, reslricled. and unreslricled,

Net investment in capital assets cons sts of capita| assets, net of accumulatec depreciation
and reducer by lhe outslanding balances ol bonds, morlgages, noles, or olher borrawings
that are attributable to the acquisition, constructicn. or improvemen: of those assets, As of
December 31, 2020, the Distr ct had net nvestment in capialassets calou gled as follows:

Nel Inveslmenl in Capilal Assels:

Capits| Assets, Net 5 967,683
Outlslanding Leng- lerm Dek. Applicable .0

Cap ta| Assets (©.081.591)

Nel |rveslrent in Cap lal Assals S (114.003)
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HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NET POSITION (CONTINUED)

The restricted component of net position consists of assets that are restr cted for use eitrer
extemally imposed by creditors, grantors, contributors, or lws and regulatians of other
governments or imposed ay law th-ough constitutional provis ons or enabing kg slation.
The District had a restricted 1et pos tion as of December 31, 2020, as follows;

Reslricled Nel Asscls:

Erme-gency Reserves 5 9.100
Debl Service 364.95¢
Total Resticied Net Assets 5 374.057

The District has a deficit in unrestricled net position. This deficit amount is a resuk of the
Dislricl being responsible for hea repeymant ol bonds issued for public improvemenls, lhe
majority of which were conveyed to other goverrmental entities, anc the repayment of
Nevelope- advances and accrued inte-est on those advances.

DISTRICT AGREEMENTS

Funding and Relmbursement Agreement

On December 7, 2015, the District anc Goiden Peaks, LLC entered nto a Funding and
Reimbursemen, Agreemenl lor operaliors and mainlenance, lhis agreermenl enlirely
replaced the prev ously discloscd agreement dated December 10, 2012. between District
Ne. 1 and Golden Peaks (Prior Fundirg Agreement), The District acknowledged the Frior
Funding Agreemenl far the pumpose of pravidirg lunding far paymenl ohfgalions sel forth in
the Prior Munding Agreccment, Geolden Pcaks agrees to jpan up to 5500,000 to the District
through Decermber 31, 2017, and the Disrict agrees to reimburse Goen Peaks on an
annual apprapralions basis al a rale 0” 8% per annum, Pursuanl lo lhe Prior Funding
Agrcement, Golden Peaks |oancd 580,000 to the Districts, wh ch has been assumed by the
Nislrigl Lnder [his Agreemenl, Ihe Nislricl has agreed 1o reimburse lhe prior advances o
Golden Peaks in addiion to any future advances,

On Decemoer 7, 2015, the District and the Deve pper (Hawthorn Deve ppment, Inc,) ettered
inla a unding and Reimbursenent Agrcecment for operations and maintchance, This
agreement states that the District does not presently have financia| resources to provide
funding for payment of its operations and mainlenance costs that are projected 0 be
incurred prior w0 the anticipated availability of funds, and that the Developer is wiling 2o [oan
funds to the District for such costs., Specficaly, the Developer agrees to [pan up to
S500,000 Io lhe Dislricl Ihrough December 31, 2017, and lhe Dislricl agrees lo reimburse
the Developer an an annual appropriat ons basis at a rate of §% per annum, Tota| principal
unpai¢ as of December 31, 2020 totalec $120,000. Accrued interest unpaid as of
Decamber 31, 2020 lalaled S60,213,

INTERFUND TRANSFERS

The transfers from the General Fund to the Special Revenuc were made to fund aperations
and mainlenange expendilures,

(&)
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NOTE 11

HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

RELATED PARTY

The Develepers of the property which constilutes the Districl are Hawthom Deve loprent,
Inc. and Golden Pcaks LLC, Hawthorn Developirent e, sold all 199 lots to Lennar
Colorada, LLC. As of December 31, 2020, certain members of the Board of Direcors are
employees of, owners of, or glherwise associaed with the Developers, and may have
conflicte of interest in dealirg with the District.

RISK MANAGEMENT

The District is exposed to various risks of less related to torts; thefts of, damage 10, or
deslruclion ol assels; errors or aniissions; injuries la erplayees; or acls of Goc.

The District is a member of the Colerade Special Districts Property and Liability Pool (Faool).
The Pool is ar organizalion crealed hy inlargaverniren.al agrearent Lo provide properly,
liability, public officialg’ liability, bailer and machincry and workere compensation coverage to
its members. Settled claims have not exceeded this goverage in any of the past three fiscal
years,

The District oays annual premiums to the Foelfor iabiity. wokers compensation, and public
officialg’ liability coverage, In the cvent aggregated bsscs incurred by the Pool exceed
amounts recoverable from reinsurance contracts and funds accumufated by the Poal. the
Poal may require addit onal contributions from the Poo| members, Any excess funds wnich
tkc Pool determines arc not nceded far purposcs of the Paol may be retumed to the
members pursuant to a cistribut on “‘ormula,

TAX, SFENDING, AND DEBT LIMITATIONS

Arlicle X, Seclian 20 of he Colorado Canslilulion, -elered Lla as lhe Taxpayer's Bill of Righs
(TABOR). contains tax, gacnding. revenue and deht imitations which apply to the State of
Colorado and all [acal govermnments,

Spending anc revenuc limits are detemined based on the prior year's Figcal Year Sper ding
adjusled for allowable increases based upon infgior and jocal growlt, Fisca| Year
Spending i& generally defined as expenditures plUs resarve increases with cartain
exceptions, Revenue in excess of the Fiscal Year Spending limt must be ~efunded uvnless
the voters approve retention of such revenve,

TABOR requires |ocal govermments 10 eslab ish Emergency Reserves, These reserves must
be at |east 3% of Fiscal Year Spenciig (excuding bonded debt service). Loca|govemments
arce not allowed to usc the Emergercy Rescrves to compensaic for ecconomic conditions,
revenue shortfalls, or salary or benefit increases,

On Novcmber 6, 2012, the District’s votcrs approved for an annual increasc in taxes of
$5.000,000 for general operations and mainenance without limitation of rate. This ejection
queslion dllowed the Dislricl o collecl ane spend Lhe addilional revenue wilhoul regard Io
any spending, reveruc raising, or other imitatiors contained within TABOR,

@)



HAWTHORN METROPOLITAN DISTRICT NO, 2
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE 11 TAX, SFENDING, AND DEBT LIMITATIONS (CONTINUED)

The Districts management believes it is in compliance with tFe provisions of TAECR.
However, TABOR i camplex and subject to interpretation . Many af the provigions, nciuding

the interpretation of how to calculate Fiscal Yeas Spending imits, will recuire judicial
interpretation.
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HAWTHORN METROPOLITAN DISTRICT NO, 2
DEET SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

REVENUES
Property Taxcs
Specific Ownerstip Taxes
Interast Income
olal Revenuces

EXPENDITURES
Bond Inleasl - Saries 2017A
Bond Prircipal - Series 2017A
Ccertirgency
Coun:y Tressurer's Fees
Paying Agern. Feas
“atal Cxpenditures

NET CHANGE IN FUND BALANCE
Fund Balance - Beg nning of Year

FUND BALANCE - END OF YEAR

BUDGET AND ACTUAL
YEAR ENDED DECEMEER 231, 2020

Veriance wilh

Original I inalBucgel
ard Finz| Actaal Positive
Budcet Ar-punis (Necative)
S 500,261 500,262 S 1
£0.021 37.389 (0.637)
41.300 1.637 (2.363)
524 262 539.288 (4.994)
296.925 296.925 -
70,000 70,000 -
7.571 - 7.571
7.501 7.505 )
$.000 3.000 -
320,000 382,430 /970
154,282 156,858 2,576
232,701 232580 121
$ 386,983 389,438 $ 2.455




OTHER INFORMAT ION
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HAWTHORN METROPOLITAN DISTRICT NO, 2
SCHEDULE OF DEET SERVICE REQUIREMENTS TO MATURITY
DECEMBER 31, 2020

Year Ending December 31,

2027
2022
2023
20241
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2335
2036
2337
2038
2039
2040
2041
2042
2043
2014
2045
2316
2047
Tola|

$6.210,0C0 Gereral Obigatior Re‘unding Bonds
Sar s 2017A, Daled December 14, 2017
Ihterest Rate 4.5% to 5 0%

Payabk June 1 a1d December 1

Principal Duc December 1

Principal Irterexst Total

$ (0,300 P 203,(795 $ 363,775
25,000 290,625 375,625
25,000 286,800 377,800
100,200 282.975 382,975
105,000 278,475 383475
115.000 273.750 388,750
120,000 768.575 388,575
135.000 283.175 308,175
140,000 257,100 397,100
185,000 250,800 408,800
160,000 243,825 403,825
175,000 236.625 417,625
185.000 223.750 113,750
200,300 219,500 419,5%)
210.000 2C9.500 119,500
230,000 199,000 429,000
2<0.000 187.500 427.500
765.000 175.500 440.500
275.000 162.250 437.250
300.000 148,500 448.500
315,000 133,500 448,500
340,000 117,750 457,750
355,000 1€0, (50 455,750
380.000 83.000 163,000
400,300 64,000 454,000
130.000 11.000 171,000
450.000 22.500 472.500

$ 6,020.000 $ 5,322.500 3 11,709,425
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HAWTHORN METROPOLITAN DISTRICT NO, 2

SCHEDULE OF ASSESSED VALUATION, MILL LEVY, AND PROFERTY TAXES COLLECTED

DECEMBER 31, 2020

I'ner
Year Assessec
Valuatior
ler Cur-en. Percenliage
Year zrced Yes- | ‘roperty Mills Levied lofal I'roperty  axes Collecled
Jecarrbe- 31, Tax Lavy Gene-al Dsbt Service Levied Collectled to Leviec
2006 % 4,788,325 12.500 a0.000 5 2€7.,245 S 295,734 Q8L Y.
207/ €,371.100 16.500 50.000 /23,6/8 301,116 AL
208 7.676,385 20.241 5277 B7¢,706 579,7Ce ‘0000
2079 7.856.477 20.221 93777 563 305 591,875 9076
2020 8,987.315 20.382 oo 663 €ad 440 653,441 “0O0 00
=st rzded for the Year
Cdding Decernbior 37
2027 3 8,987.285 20.382 05663 § 682,138

NOTE: >rooery tzxas collectec ir any cne year ind.de collection of delinquant preperty taxes assessec ir prior
vears, as well &s reduclians lar p-ape-ly ax rel. ~¢s ar aozlen enls. Informa.icn reccivee frare he Counly “recasure-

daes nal permil de~.i'icalion ol speci‘ic yaar o aasessnenl.



