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

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
March 13, 2014

The Board of Directors
Cotton Ranch Metropolitan District

We have audited the accompanying financial statements of the governmental activities, the business-type
activity, and each major fund of Cotton Ranch Metropolitan District as of and for the year ended December
31, 2013, 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 District’s preparation and fair
presentation of the financial statements in order to design audit procedurcs that arc appropriate in the
circumstances, but not for the purpose of expressing an opinion on the cffectiveness of the District’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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activity, and each major fund of
Cotton Ranch Metropolitan District, as of December 31, 2013, and the respective changes in financial
position, and where applicable, cash flows thercof and the respective budgetary comparison for the General
Fund for the year then ended in conformity with accounting principles gencrally accepted in the United
States of America.

225 North 5th Street, Suite 401 www.csdcpa.com 970/245-3000
Grand Junction, CO 81501-2645 e-mail info@csdcpa.com Fax 970/242-4716
ToLL FREE 877/245-8080



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

Board of Directors
Cotton Ranch Metropolitan District
Page Two

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 7 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it 1o 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 Amecrica, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statcments that collectively
comprisc Cotton Ranch Metropolitan District’s basic financial statements. The Debt Service Fund and
Proprietary Fund budgetary schedules and the property tax statistical schedule are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The budgetary schedules are
the responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statcments or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole. The property tax statistical schedule has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

lodorih  8Goihirelar , Dacry ¢ G ., PC.



Cotton Ranch Metropolitan District
Management Discussion and Analysis
December 31, 2013

This management’s discussion and analysis of the Cotton Ranch Metropolitan District's
financial statements provides an overview of the District’s financial activities for the fiscal year
ended December 31, 2013. The intent of this discussion and analysis is to look at the District's
financial performance as a whole; it should be read in conjunction with the basic financial
statements and notes to enhance the reader's understanding of the District's overall financial
performance.

Using the Basic Financial Statements

This annual report consists of three parts — management’s discussion and analysis (this
section), the basic financial statements, and required supplementary information. The basic
financial statements include two types of information on the same statement that present
different views of the District:

o Govemment-wide financial statements that provide both long-term and short-term
information about the District's overall financial status.

. Fund financial statements that focus on individual parts of the District government,
reporting the District's operations in more detail than the government-wide statements.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that further explains and supports the information in the
financial statements. Additional supplemental information has also been included to enhance
the reader’s understanding of the financial statements.

Government-wide Financial Statements

The government-wide financial statements consist of the Statement of Net Position and the
Statement of Activities. These statements report information about the District as a whole and
include all assets and liabilities and deferred inflows of resources using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of
the current year’'s revenues and expenses are taken into account regardless of when cash is
received or paid.

These two statements report the District's net position and changes in net position. The
District’s net position — the difference between assets, deferred inflows, liabilities, and deferred
outflows — is one way to measure the District's financial health, or financial position. Over
time, increases or decreases in the District's net position is one indicator of whether its
financial health is improving or deteriorating. Other non-financial factors, however, such as
changes in the District's property tax base and the condition of the infrastructure, are needed
to assess the overall health of the District.

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds,
focusing on its most significant funds — not the District as a whole. The District's major
governmental funds include the General Fund and the Debt Service Fund. Unlike government-
wide financial statements, the focus of the fund financial statements is directed to specific
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Cotton Ranch Metropolitan District
Management Discussion and Analysis
December 31, 2013

activities of the District rather than the District as a whole. Except for the General Fund, a
specific fund is established to satisfy managerial control over resources or to satisfy finance-

related legal requirements established by external parties or governmental statutes or
regulations.

Govermnmental funds — The District’s activity is reported as a governmental fund, which focuses
on how money flows into and out of those funds and the balances left at year-end that are
available for spending in future periods. The funds are reported using an accounting method
called modified accrual accounting, which measures cash and all other financial assets that
can readily be converted to cash. The governmental fund financial statements provide a
detailed short-term view of the District’'s general government operations and the basic services
it provides. Governmental fund information helps to determine whether there are more or
fewer financial resources that can be spent in the near future to finance the District’s programs.
The relationship (or differences) between governmental activities (reported in the Statement of
Net Position and the Statement of Activities) and governmental funds is provided in
reconciliations following the fund financial statements.

Reporting on the District as a Whole

Statement of Net Position
The perspective of the Statement of Net Position is of the District as a whole. Following is a
summary of the District's net position for fiscal years 2013 and 2012.

2013 2012
Governmental | Business-type Governmental | Business-type
Assels: Activities Activities Total Activities Activities Total
Current assets 623,435 106,194 729,629 773,378 82,743 856,121
Capital and non-curmrent assets 0 550,820 550,820 0 556,661 556,661
Total Assets 623,435 657,014 | 1,280,449 773,378 639,404 1,412,782
Liabilities:
Current liabilities 32,754 0 32,754 43,211 0 43211
Long-term liabilities (inctuding current portion) 9,458,595 0] 9,458,595 9,390,738 0 9,390,738
Total Liabllities 9,491,349 0| 9,491,349 9,433,949 /] 9,433,949
Deferred Inflows of Resources:
Property Taxes 325,095 325,095 705,134 705,134
Total Deferred Inflows of Resources 325,095 0 325,095 705,134 0 705,134
Net Position:
Net investment in capital assets 0 550,820 550,820 0 556,661 556,661
Restricted for emergencies 525 0 525 435 0 435
Restricted for conservation trust activities 3,255 0 3,255 0 0 0
Restricted for debt service 239,284 0 239,284 0 0 0
Unrestricted (9,436,073) 106,194 | (9,329,879) (9.366,140) 82,743 (9.283,397)
Total Net Position (9,193,009) 657,014 | (8,535,995) (9,365,705) 639,404 (8,726,301)

The District shows a substantial negative balance in net position. This deficit balance is the
result of the District issuing bonds to pay for infrastructure and then conveying that
infrastructure to the Town of Gypsum for the Town’s ongoing operation and maintenance of
the infrastructure for the benefit of the District's and Town’s constituents. The most significant

items on the statement of net position are the long term liabilities and these are described in
more depth in Note C.



Cotton Ranch Metropolitan District
Management Discussion and Analysis
December 31, 2013

Statement of Activities

The perspective of the Statement of Activities is of the District as a whole. The statement of
activities reflects the cost of program services and the charges for services and sales, grants
and contributions offsetting those services. The following detail reflects the total cost of
services supported by program revenues and general property taxes, as well as other general
revenues, resulting in the overall change in net assets for the fiscal years 2013 and 2012.

2013 2012
Govemmental | Business-type Governmenta! | Business-type
Activities Activities Total Activities Activities Total

REVENUES:
Program revenues:

Charges for services 0 83,715 83,715 0 77,154 77,154

Grants and contributions 3,255 14,400 17,655 2,753 19,200 21,953
General revenues:

Taxes 730,101 0 730,101 725,534 0 725,534

Interest and other revenue 15,329 42 15,371 297 4,759 5,056
[ Total revenues 748685| 96,157 846,042 | 728,584 101,113 829,697 |
EXPENSES:

General Government 165,308 0 165,308 47,757 0 47,757

Water Activity operations 0 80,548 80,548 0 73,079 73,079

Interest on General Long Term Debt 410,681 0 410,681 423,928 0 423,928
[~ Total expenses "~ 575,989 80,548 656,637 471,685 73,019 544,764 |
Increase in net position before transfers 172,696 17.609 190,305 256,899 28,034 284,933
Transfers 0 0 0 0 0 0
Change in net position 172,696 17,609 180,305 256,899 28,034 284,933

Net assets January 1 (9,365,705) 639,405| (6,726,300)]  (9,622,604)| 611,371 |  (9,011,233)

Net assets December 31 (9,193,009) 657,014 | (8,535,995)]  (9,365,705) 639,405| (8,726,300)

The District’s primary source of revenues is property taxes, while secondary revenue sources are
water user fees (which are reflected as charges for services) and tap fees (which are reflected as
capital grants and contributions). These revenues are used to pay the cost of the general
government, the cost of the irrigation water activity expenses, and to pay the District's debt service.

The District operated with a surplus of revenues over expenses in 2013 and 2012. This surplus was
primarily used to pay down the outstanding principal balance on the District's bonds. Some of the
District's bond agreements require the District to pay the debt service principal and interest annually
and all mandatory bond payments have been made. The District's other bond agreements only
require the District to pay the debt service principal and interest as the District has the funds
available from property taxes generated by the District. The unpaid interest expense has been
accrued and will be paid at such time that the District has the funds available or if funds are not
available to make these payments by certain future dates, then the obligation to pay the debt service
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Cotton Ranch Metropolitan District
Management Discussion and Analysis
December 31, 2013

is cancelled. Note C explains these provisions of the District's long-term debt obligations in greater
detail.

The District’s Funds

The fund level financial statements focus on how services were financed in the short-term as well as
what remains for future spending. The fund level financial statements are reported on the modified
accrual basis of accounting.

At the fund level, under the modified accrual basis of accounting, depreciable assets and their
related depreciation expense are not reflected as they are not a current period financial resource or
use. In addition, at the fund level, inflows from operating loans are presented as a source of funds
while outflows for capital outlay and debt service payments are presented as an expenditure item, as
these items represent current period financial resources and uses.

The District experienced an increase in fund balances in the Governmental Funds for 2013 because
revenues during the year exceeded the expenditures collected by the District.

General Fund Budgetary Highlights

The District's procedures in establishing budgetary data reflected in the financial statements are
summarized in Note A of the financial statements. Details of the General Fund budget can be seen
on Page 14 of the financial statements.

General Fund Resources (Inflows)

The District's final General Fund actual revenues and other financing sources in the amount of
$20,748 had a positive variance of $2,242 to the final budget of $18,506, most of which is attributable
to Property Tax revenues collected from the Debt Service Fund and transferred to the General Fund
being more than budgeted and Property Taxes from 2012 being collected in 2013.

General Fund Charges to Appropriations (Outflows)

The District's final budgetary expenditures and other financing uses of $25,748 were $3,255 less
than the final appropriated balance of $29,003.

Capital Assels

At the end of 2013, the District didn’t have any funds invested in governmental activities capital
assets and had $550,820 invested in business-type activities capital assets. The minimal decrease in
business-type activities capital assets over 2012 is due to current year fixed asset additions being
slightly less than current year depreciation. See Note D, Capital Assets.

Debt Administration

During 2013 the District restructured certain bonds extending the maturity dates which enabled the
District to lower its required debt service mill levy rate. In the absence of this debt restructuring, the
District's debt service mill levy rate would have been in excess of 90 mills and was able to be
reduced to 47 mills. At December 31, 2013, the District had $9,458,595 of long-term obligations
outstanding. See Note C, Long-term Debt for a detail of the terms and annual requirements to
amortize the District's long-term debt.
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Cotton Ranch Metropolitan District
Management Discussion and Analysis
December 31, 2013

Contacting the District’s Financial Management

This financial report is designed to provide our residents, customers, taxpayers, investors, and
creditors with a general overview of the District’s finances and to show the District's accountability for
the money it receives. If you have any questions regarding this report or need additional financial
information, please contact the:

Cotton Ranch Metropolitan District Manager
c/o Robertson & Marchetti, P.C.

28 Second Street, Suite 213

Edwards, CO 81632

Tel: (970) 926-6060

Fax: (970) 926-6040



Cotton Ranch Metropolitan District

STATEMENT OF NET POSITION

December 31, 2013
Governmental Business-type
Activities Activities Total
ASSETS
Equity in pooled cash and investments $ 293,687 $ 95,557 $ 389,244
Receivables
Property taxes receivable 325,095 - 325,095
Water fees receivable - 6,788 6,788
Tap fees receivable - 3,600 3,600
Miscellaneous receivables 2,041 249 2,290
Prepaid expenses 2,612 - 2,612
Capital assets (net of accumulated depreciation)
Non-potable water system, net - 236,785 236,785
Water rights - 314,035 314,035
Total Assets 623,435 657,014 1,280,449
LIABILITIES
Accounts payable 4,490 - 4,490
Accrued interest payable 28,264 - 28,264
Non-current liabilities, due within one year
Bonds - - -
Non-current liabilities
Bonds 9,458,595 - 9,458,595
Total Liabilities 9,491,349 - 9,491,349
DEFERRED INFLOWS OF RESOURCES
Property taxes 325,095 - 325,095
Total Deferred Inflows of Resources 325,095 - 325,095
Total Liabilties and Deferred Inflows of Resources 9,816,444 - 9,816,444
NET POSITION
Net investment in capital assets - 550,820 550,820
Restricted for emergencies 525 - 525
Restricted for conservation trust activities 3,255 - 3,255
Restricted for debt service 239,284 - 239,284
Unrestricted (9,436,073) 106,194 (9,329,879)
Total Net Position $ (9,193,009) $ 657,014 $ (8,535,995)

The accompanying notes are an integral part of this statement.




Cotton Ranch Metropolitan District
STATEMENT OF ACTIVITIES

Year ended December 31, 2013

Program Revenues

Net (Expense) Revenue and
Changes in Net Assets

Operating Capital
Charges for Grants and Grantsand  Governmental Business-type
Function/Programs Expenses Services Contributions  Contributions Activities Activities Total
Governmental activities:
General government $ 165308 $ - $ 3,255 % - $  (162,053) $ (162,053)
Interest on long-term debt 410,681 - - - (410,681) (410,681)
Total governmental activities 575,989 - 3,255 - (572,734) (572,734)
Business-type activities:
Irrigation 80,548 83,715 - 14,400 $ 17,567 17,567
Total business-type activities 80,548 83,715 - 14,400 - 17,567 17,567
Total $ 656,537 § 83,715 § 3,255  § 14,400 (572,734) 17,567 (555,167)
General revenues:
Property taxes 730,101 - 730,101
Interest earnings 15,329 42 15,371
Total general revenues 745,430 42 745,472
Change in net position 172,696 17,609 190,305
Net position - beginning (9,365,705) 639,405 (8,726,300)
Net position - ending $ (9,193,009) $§ 657,014 $(8,535,995)

The accompanying notes are an integral part of this statement.




Cotton Ranch Metropolitan District

BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2013
Total
Debt Governmental
General Service Funds
ASSETS

Equity in pooled cash and investments $ 56,400 237,287 $ 293,687

Receivables
Due from other governments 44 1,997 2,041
Property taxes receivable 9,044 316,051 325,095
Prepaid expenses 2,612 - 2,612
Total Assets 68,100 555,335 623,435

LIABILITIES
Accounts payable 4,490 - 4,490
Total Liabilities 4,490 - 4,490
DEFERRED INFLOWS OF RESOURCES
Deferred property taxes 0,044 316,051 325,095
Total Deferred Inflows of Resources 9,044 316,051 325,095
Total Liabilities and Deferred Inflows of Resources 13,534 316,051 329,585
FUND EQUITY

Nonspendable 2,612 - 2,612
Restricted for emergencies 525 - 525
Restricted for conservation trust activities 3,255 - 3,255
Unassigned 48,174 239,284 287,458
Total Fund Equity $ 54,566 239284 § 293,850

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

December 31, 2013

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Total fund balance - governmental funds $ 293,850
Long-term liabilities such as bonds are not due and payable in the current period

and, therefore, are not reported in the funds. (9,458,595)
Accrued interest and fees are not due and payable in the current period and,

therefore, are not reported in the funds. (28,264)
Net Position of Governmental Activities $ (9,193,009)

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

Year ended December 31, 2013

Total
Debt Governmental
General Service Funds
Revenues
Taxes $ 16,773 $ 759,468 $ 776,241
Interest 720 14,609 15,329
Intergovernmental 3,255 - 3,255
Total revenues 20,748 774,077 794,825
Expenditures
General government 25,748 22,383 48,131
Debt service :
Principal - 80,000 80,000
Interest - 259,900 259,900
Debt issuance costs - 116,102 116,102
Financial fees - 1,075 1,075
Total expenditures 25,748 479,460 505,208
Excess of Revenues Over
(Under) Expenditures (5,000) 294,617 289,617
Other financing sources
Transfers in 27,307 (27,307) -
Excess of Revenues and Other Financing
Sources Over (Under) Expenditures 22,307 267,310 289,617
Fund Balance - beginning 32,259 (28,026) 4,233
Fund Balance - ending $ 54,566 § 239,284 $ 293,850

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year ended December 31, 2013

Amounts reported for governmental activities in the Statement of Activities are different
because:
Net Change in Fund Balances - Governmental Funds $ 289,617

Governmental funds report the repayment of principal on long-term debt as expenditures.
However, these repayments are not reported as expenses in the Statement of Activities,
but rather a reduction of debt in the Statement of Net Position. This amount is the
difference in the treatment of these repayments. 80,000

Governmental funds do not record the amount of interest and fees on long-term debt that has
accrued since the end of the year. However, these liabilities are reported in the Statement
of Net Position and the related expense is reported in the Statement of Activities. This is
the amount by which accrued interest and fees increased over the prior year. (150,781)

Governmental funds report property taxes receivable and a deferred inflow of
resources for the same amount, including delinquent taxes receivable, because these
amounts have not yet been received in cash. This is the amount of delinquent taxes
receivable recognized as revenue in the Statement of Activities in the prior year. (46,140)

Change in Net Position of Governmental Activities $§ 172,696

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

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

Year ended December 31, 2013

Original Variance
and Final Favorable
Budget Actual (Unfavorable)
Revenues
Property taxes $ 15,236 16,146 § 910
Specific ownership taxes 670 627 (43)
Intergovernmental 2,000 3,255 1,255
Interest earnings 600 720 120
Total revenues 18,506 20,748 2,242
Expenditures
Accounting and auditing 35,250 36,412 (1,162)
Insurance 2,700 2,339 361
Legal 3,000 3,727 (727)
Treasurer's fees 457 494 (37
Repair and maintenance 8,000 4,214 3,786
Other 3,600 4,310 (710)
Allocation of overhead (29,004) (25,748) (3,256)
Contingency 5,000 - 5,000
Total expenditures 29,003 25,748 3,255
Excess of Revenues Over
(Under) Expenditures (10,497) (5,000) 5,497
Other financing sources
Transfers in 4,989 27,307 22,318
Excess of Revenues and Other Financing
Sources Over (Under) Expenditures (5,508) 22,307 27,815
Fund Balance - beginning 35,945 32,259 (3,686)
Fund Balance - ending $ 30437 $ 54566 $ 24,129

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN FUND NET POSITION - PROPRIETARY FUND

Year ended December 31, 2013

Business-type

Activities-
Irrigation

Enterprise Fund

Revenues
Water service fees $ 83,715
Total revenues 83,715

Expenses
Repairs and maintenance 43,452
Depreciation 9,537
Augmentation water contract and lease 1,695
Allocation of overhead 25,748
Miscellaneous expenses 116
Total expenses 80,548
Operating income (loss) 3,167

Non-operating revenues (expenses)

Investment earnings 42
Total non-operating revenues (expenses) 42
Income (loss) before contributions 3,209
Capital contributions - tap fees 14,400
Change in net position 17,609
Total net position - beginning 639,405
Total net position - ending $ 657,014

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
Year ended December 31, 2013
Business-type
Activities-
Irrigation
Enterprise Fund
Cash flows from operating activities
Cash received from customers and users $ 85,706
Cash paid to suppliers (71,011)
Net cash provided (used) by operating activities 14,695
Cash flows from capital and related financing activities
Capitalized legal costs (3,696)
Tap fees received (refunded) i 14,400
Net cash provided (used) by capital and related financing activities 10,704
Cash flows from investing activities
Investment income received 42
Net cash provided (used) by investing activities 42
Net increase (decrease) in cash 25,441
Cash - beginning 70,116
Cash - ending 3 95,557

Reconciliation of operating income (loss) to net

cash provided (used) by operating activities:
Operating income (loss) $ 3,167
Adjustments to reconcile operating income (loss)

to net cash provided (used) by operating activities:

Depreciation expense 9,537
(Increase) decrease in accounts receivable 1,991
Total adjustments 11,528
Net cash provided (used) by operating activities $ 14,695

The accompanying notes are an integral part of this statement.
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Cotton Ranch Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Organization

Cotton Ranch Metropolitan District (the District) is a quasi-municipal corporation and is governed
pursuant to provisions of the Colorado Special District Act. The District’s service area is located in Eagle
County, Colorado. The District was established to provide roads, drainage, landscaping, water, sewer and
recreation. The District will retain the assets and provide service for the non-potable irrigation system.
Roads, drainage, potable water system, sewer system and landscaping assets have been deeded to and
maintained by the Town of Gypsum.

The District has no employees and all operations and administrative functions are contracted.

Reporting Entity

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

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). Both the government-wide and fund
financial statements categorizc primary activities as either governmental or business type. Currently, the
District has both governmental and busincss-type activities.

Government-wide Financial Statements

In the government-wide Statement of Net Position, the governmental activities column is reported on a
full accrual, economic resource basis, which recognizes all long-term assets, receivables and deferred
outflows of resources as well as long-tcrm debt, obligations and deferred inflows of resources. The
District’s net position is reported in four parts: net position restricted for debt service, net position
restricted for emergencies, net investment in capital assets, and unrestricted.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

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.

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, deferred outflows of resources, liabilities, deferred inflows of resources, fund
equity, revenues and expenditures/expenses.

The fund focus is on current available resources and budget compliance.

4. Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. At this time the District uses governmental funds
and a proprietary fund.

Governmental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental funds reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purpose for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets, deferred outflows of resources, liabilities and deferred
inflows of resources is reported as fund equity.

The District reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources of the District except
those required to be accounted for in another fund. The general fund balance is available to the District

for any purpose provided it is expended or transferred according to the general laws of Colorado and the
bylaws of the District.

Debt Service Fund — The Debt Service Fund accounts for the servicing of long-term debt including long-

term contractual obligations approved by the District’s electorate and revenues generated by property
taxes that are required to be used in payment of such long-term debt and contractual obligations.
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