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

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

March 3, 2017

The Board of Directors
Bachelor Gulch Metropolitan District

We have audited the accompanying financial statements of the governmental activities and each major fund
of Bachelor Gulch Metropolitan District as of and for the year ended December 31, 2016, 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the District’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 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 and each major fund of Bachelor Gulch
Metropolitan District, as of December 31, 2016, and the respective changes in financial position thereof and
the respective budgetary comparison for the General Fund for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

225 North 5t 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

CSD

Board of Directors
Bachelor Gulch 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 5 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 the Bachelor Gulch Metropolitan District’s basic financial statements. The Debt Service Fund
budgetary schedule and property tax statistical schedule are presented for purposes of additional analysis and
are not a required part of the financial statements.

The Debt Service Fund budgetary schedule is the responsibility of management and was derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such 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 statements 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.

W, W‘IN——D“—‘L‘\/ Dy o CD‘/P,C.



Bachelor Gulch Metropolitan District

Management’s Discussion and Analysis
December 31, 2016

As management of Bachelor Guich Metropolitan District (the “District™), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year ended
December 31, 2016.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial statements. The
District’s basic financial statements are composed of three components: 1) government-wide financial statements;
2) fund financial statements; and 3) notes to the financial statements.

Government-wide financial statements. The government-wide financial statements are designed to provide readers
with a broad overview of the District’s finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all the District’s assets, liabilities and deferred inflows of
resources, with the difference reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Activities presents information showing how the government’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods.

The governmental activity of the District is primarily financing the construction, operation, and maintenance of the
basic public infrastructure within Bachelor Gulch. There are no business-type activities within the District.

The government-wide financial statements can be found on pages 6 and 7 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The District, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. The District
currently has two funds, the General Fund and Debt Service Fund. Both of these funds are governmental fund types.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of expendable resources,
as well as on balances of expendable resources available at the end of the fiscal year. Such information may be useful
in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. A reconciliation of the fund balance as reported in the
governmental funds to the net position reported in the government-wide financial statements and a reconciliation of the
net change in fund balance to the change in net position has been provided to facilitate the comparison between
governmental funds and governmental activities. The fund financial statements are contained on pages 8 through 12 of
the report.



Notes to the financial statements. The notes provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. The notes to the financial statements can be
found on pages 13 through 26 of this report.

Government-wide Financial Analysis
The following tables show condensed financial information derived from the government-wide financial statements for
the years ended December 31, 2016 and 2015:

2016 2015
Assets:
Current and other assets $ 4,894,277 §$ 4,829,418
Capital assets, net 24,897,832 26,207,081
Total Assets $ 29.792.109 $ 31,036.499
Liabilities:
Current and other liabilities $ 267,830 $ 303,871
Long-term liabilities (including
current portion) 13,569,999 16.446.667
Total Liabilities $ 13837829 $ 16,750,538
Deferred Inflows:
Property taxes 3 2365843 § 2672614
Net Position:
Net Investment in capital assets $ 11,327833 § 9,760,414
Restricted 1,289,982 404,777
Unrestricted 970,622 1,448,156
Total Net Position $ 13,588437 §$_ 11,613,347

Program Revenues:
Operating grants and contributions 3 111,356 § 2,071,897

Charges for services 54,629 52,643
General Revenues:
Property & Sales taxes 5,110,994 4,383,609
Interest Income 15.516 5,772
Total Revenues 5.292.495 6.513.921
Expenses:
General government 383,773 449,393
Public works 2,571,554 2,612,928
Interest on long-term debt 362.078 426.027
Total Expenses 3,317,405 3,488,348
Change in net position 1,975,090 3,025,573
Net Position- Beginning 11,613,347 8,587,774
Net Position- Ending $ 13588437 $___ 11,613,347

Government-wide Financial Analysis. The major activity for 2016 related to operating and maintaining the
infrastructure assets of the District and paying the debt service for the bonds used to acquire the infrastructure. The
District’s overall financial position, as measured by net position, increased by $1,975,090 due to an increase in the
sales tax rate and less than budgeted expenditures. The surplus was used to pay down the principal balance of the
District’s debt.



Financial Analysis of the District’s Funds
As mentioned earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-related

legal requirements.

Governmental Funds. The focus of the District’s governmental funds is to provide information on near-term inflows,
outflows, and balances of expendable resources. Such information is useful in assessing the District’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the District’s governmental funds reported a combined ending fund balance of
$2,460,544 which reflects an increase of $365,449. This slight increase is the result of revenues exceeding
expenditures.

Budget variances in the General Fund. The District’s actual total general fund expenditures were $507,292 less than
budgeted with most categories showing favorable variances, with a significant variance (expenditures less than
budgeted) resulting from budgeted road repairs that were deferred. The other primary budget variance in general fund
expenditures is that the budgeted contingency was not needed. The District also amended the budget to transfer an
additional $1,300,000 from the general fund to the debt service fund and that amount was used in the Debt Service
fund to pay down the balance of the 2014 Loan. Additional details for the general fund budget variances can be seen
on Page 12 of the financial statements.

Capital assets. The District’s total capital assets before depreciation increased slightly to $50.7 million while
accumulated depreciation increased from $24.7 million to $26.1 million. Additional information related to the capital
assets is reflected in Note C on Page 20 of the financial statements.

Long-term debts. The District made scheduled payments on the outstanding bonds and also made an additional
principal payment on the 2014 Loan in the amount of $1.3 million. During 2016 the District paid down its total long-
term debt outstanding (including bond premium) from $16,638,872 to $13,728,777, a net reduction of $2,910,095.
Additional details related to the District’s long-term debts can be found in Note D on pages 21-23 of the financial
report.

Request for Information

This financial report is designed to provide a general overview of the District’s finances for all those with an interest in
the government’s finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Marchetti & Weaver, LLC 28 Second Street, Suite 213,
Edwards, CO 81632 or you may call (970) 926-6060.



Bachelor Gulch Metropolitan District

STATEMENT OF NET POSITION

December 31, 2016
Governmental
Activities
ASSETS
Equity in pooled cash and investments $ 1,876,816
Receivables
Due from county treasurer 11,221
Property taxes receivable 2,365,843
Other 565,389
Prepaids 75,008
Capital assets
Land 311,169
Buildings, net 1,602,551
Roads, net 20,911,916
Parks and recreation, net 1,237,198
Equipment, net 834,998
Total Assets 29,792,109
LIABILITIES
Accounts and retainage payable 54,207
Accrued payroll 13,683
Accrued interest payable 29,998
Accrued compensated absences 11,164
Bond premium, net 158,778
Long-term liabilities
Portion due and payable within one year
Bonds and loan payable 1,563,333
Portion due and payable after one year
Bonds payable 3,140,000
Loans payable 8,866,666
Total Liabilities 13,837,829
DEFERRED INFLOWS OF RESOURCES
Property taxes 2,365,843
Total Deferred Inflows of Resources 2,365,843
Total Liabilities and Deferred Inflows of Resources 16,203,672
NET POSITION
Net investment in capital assets 11,327,833
Restricted for emergencies 132,634
Restricted for debt service 302,515
Restricted for streets, safety protection, and transportation 854,833
Unrestricted 970,622
Total Net Position $ 13,588,437

The accompanying notes are an integral part of this statement.
-6-



Bachelor Gulch Metropolitan District
STATEMENT OF ACTIVITIES

Year ended December 31, 2016

Program Revenues

Charges  Operating  Capital Grants Total
for Grants and and Governmental
Function/Programs Expenses  Services Contributions Contributions Activities
Governmental activities:
General government $ 383,773 $54,629 §$§ 111,356 $ - $  (217,788)
Public works 2,571,554 - - - (2,571,554)
Interest on long-term debt 362,078 - - - (362,078)
Total governmental activities $3,317,405 $54,629 § 111356 $ - (3,151,420)
General revenues:

Property taxes 2,796,133

Sales taxes 2,314,861

Interest income 15,516

Total general revenues 5,126,510

Change in net position 1,975,090

Net position - beginning 11,613,347

Net position - ending

The accompanying notes are an integral part of this statement.

-7-
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Bachelor Gulch Metropolitan District

BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2016
Total
Debt Governmental
General Service Funds
ASSETS
Equity in pooled cash and investments $ 1,577,601 $ 299,215 $ 1,876,816
Receivables
Due from county treasurer 7,921 3,300 11,221
Property taxes receivable 1,892,674 473,169 2,365,843
Other receivables 565,389 - 565,389
Prepaids 75,008 - 75,008
Total Assets 4,118,593 775,684 4,894,277
LIABILITIES
Accounts payable 53,082 - 53,082
Retainage payable 1,125 - 1,125
Accrued payroll 13,683 - 13,683
Total Liabilities 67,890 - 67,890
DEFERRED INFLOWS OF RESOURCES

Property taxes 1,892,674 473,169 2,365,843
Total Deferred Inflows of Resources 1,892,674 473,169 2,365,843

Total Liabilities and Deferred Inflows of Resources 1,960,564 473,169 2,433,733

FUND EQUITY

Nonspendable, prepaids 75,008 - 75,008
Restricted for emergencies 132,634 - 132,634
Restricted for debt service - 302,515 302,515
Restricted for streets, safety protection, and transportation 854,533 - 854,533
Unassigned 1,095,854 1,095,854

Total Fund Equity $§ 2,158,029 $ 302,515 § 2,460,544

The accompanying notes are an integral part of this statement.

-8-



Bachelor Gulch Metropolitan District

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

December 31, 2016

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

Total fund balance - governmental funds $ 2,460,544

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. 24,897,832

Premiums on bonds are not due and payable in the current period and,
therefore, are not reported in the funds. (158,778)

Long-term liabilities such as bonds are not due and payable in the current period and,
therefore, are not reported in the funds. (13,569,999)

Accrued interest and fees are not due and payable in the current period and,
therefore, are not reported in the funds. (29,998)

Compensated absences are not due and payable in the current period and, therefore,
are not reported in the funds. This is the compensated absences liability as of year-end. (11,164)

Net Position of Governmental Activities $ 13,588,437

The accompanying notes are an integral part of this statement.
-9.



Bachelor Gulch Metropolitan District

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

Year ended December 31, 2016

Revenues
Taxes
Interest
Water user fees
Vail Resorts
Bachelor Gulch Village Association
Franchise fees
Miscellaneous income
Total revenues

Expenditures

General government
Public works
Debt service

Principal

Interest
Capital outlay

Total expenditures

Excess of Revenues
Over (Under) Expenditures

Other financing sources (uses)
Transfers in (out)
Total other financing sources (uses)
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing Uses
Fund Balance - January 1

Fund Balance - December 31

Total
Debt Governmental
General Service Funds

$ 4288602 $ 822,392 § 5,110,994
12,634 2,882 15,516

- 46,085 46,085

36,038 - 36,038
64,591 - 64,591
8,544 - 8,544
10,727 - 10,727
4,421,136 871,359 5,292,495
216,949 23,889 240,838
1,288,188 - 1,288,188

- 2,876,668 2,876,668

- 400,930 400,930

120,422 - 120,422
1,625,559 3,301,487 4,927,046
2,795,577 (2,430,128) 365,449
(2,430,691) 2,430,691 -
(2,430,691) 2,430,691 -
364,886 563 365,449
1,793,143 301,952 2,095,095

$ 21 58,029 % 302,515 § 2,460,544

=
—J—

The accompanying notes are an integral part of this statement.
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Bachelor Gulch Metropolitan District

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

Year ended December 31, 2016

Amounts reported for governmental activities in the Statement of Activities are different
because:
Net Change in Fund Balances - Governmental Funds $ 365,449

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which depreciation exceeded capitalized
outlays in the current period ($1,461,159 - $153,400). (1,307,759)

The net effect of disposals of capital assets is to decrease net position (1,490)

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 effect
of the difference in the treatment of these repayments. 2,876,668

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 changed from the prior year. 38,852

Governmental funds do not report accrued compensated absences as part of expenditures.
However, they are reported as expenses in the statement of activities. This is the amount
accrued compensated absences changed from the prior year. 3,370

Change in Net Position of Governmental Activities $ 1,975,090

The accompanying notes are an integral part of this statement.

<11 -



Bachelor Gulch Metropolitan District

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

Year ended December 31, 2016

Revenues
Interest income
Utility reimbursements
Property taxes
Specific ownership taxes
Sales tax revenue
Franchise fees
Miscellaneous income
Total revenues
Expenditures
General government
Insurance
Accounting and audit
Legal
Administration and other
Public works
Road repairs and maintenance
Equipment maintenance
Administration and other
Contingency
Capital outlay
Total expenditures
Excess of Revenues
Over (Under) Expenditures
Other financing sources (uses)
Transfers in (out)
Total other financing sources (uses)
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing Uses
Fund Balance - January 1
Fund Balance - December 31

The accompanying notes are an integral part of this statement.

-12-

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
$ 3900 $ 3900 $ 12,634 § 8,734
76,000 76,000 100,629 24,629
1,886,551 1,886,551 1,884,350 (2,201)
90,000 90,000 89,391 (609)
1,700,000 1,700,000 2,314,861 614,861
8,000 8,000 8,544 544
- - 10,727 10,727
3,764,451 3,764,451 4,421,136 656,685
55,000 55,000 49,466 5,534
88,500 88,500 80,643 7,857
36,000 36,000 13,288 22,712
72,490 72,490 73,552 (1,062)
1,534,361 1,534,361 1,137,627 396,734
100,000 100,000 103,543 (3,543)
51,500 51,500 47,018 4,482
55,000 55,000 - 55,000
140,000 140,000 120,422 19,578
2,132,851 2,132,851 1,625,559 507,292
1,631,600 1,631,600 2,795,577 1,163,977
(1,130,690) (2,430,691) (2,430,691) -
(1,130,690) (2,430,691) (2,430,691) -
500,910 (799,091) 364,886 1,163,977
1,464,732 1,464,732 1,793,143 328,411
$1,965642 § 665,641 $2,158,029 § 1,492,388



Bachelor Gulch Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Organization

The Bachelor Gulch Metropolitan District (the “District™) was established on November 8, 1994, as a
quasi-municipal corporation and political subdivision of the State of Colorado. The District was
formed to assist in financing the construction and acquisition by Smith Creek Metropolitan District
(“Smith Creek”) of water, sanitation, streets, traffic safety, transportation, cable television, parks and
recreation, fire protection, and mosquito control facilities in an area of approximately 1,375 acres of
land in an unincorporated portion of Eagle County, Colorado on and/or adjacent to Beaver Creek
Mountain ski area.

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

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.c.,
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 categorize primary activities as either governmental or business-type.
Currently, the District has only governmental activities.

-13-



Bachelor Gulch Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
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, receivables, deferred
outflows of resources as well as long-term debt, obligations and deferred inflows of resources. The
District’s net position is reported in three parts: net investment in capital assets; various restricted net
position; 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.

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.

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 only uses
governmental funds.

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 balance.

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.

-14-



Bachelor Gulch Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —- CONTINUED

Debt Service Fund — The Debt Service Fund accounts for the servicing of general 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.

5. 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.

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.

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.

When an expense is incurred that can be paid using either restricted or unrestricted resources (net
position), the District's policy is to first apply the expense toward restricted resources and then toward
unrestricted resources. In governmental funds, the District’s policy is to first apply the expenditure
toward restricted fund balance and then to other, less-restrictive classifications—committed and then
assigned fund balances before using unassigned fund balances.

-15-



Bachelor Gulch Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

6.

7.

8.

Government-wide Net Position

o Net investment in capital assets—consist of the historical cost of capital assets less accumulated
depreciation and less any debt that remains outstanding that was used to finance those assets plus
deferred outflows of resources less deferred inflows of resources related to those assets.

® Restricted net position—consist of assets that are restricted by the District's creditors (for example,
through debt covenants), by the state enabling legislation (through restrictions on shared revenues),
by grantors (both federal and state), and by other contributors (those who may donate to the District
less related liabilities and deferred inflows of resources).

o  Unrestricted—all other net position is reported in this category.

Governmental Fund Balances
In the governmental fund financial statements, fund balances are classified as follows:

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

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

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

o  Assigned fund balance - The portion of fund balance set aside for planned or intended purposes.
The intended use may be expressed by the Board of Directors or other individuals authorized to
assign funds to be used for a specific purpose.

e  Unassigned fund balance - The residual portion of fund balance that does not meet any of the
above criteria. The District will only report a positive unassigned fund balance in the General
Fund.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.
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