Beaver Creek Metropolitan District
Eagle County, Colorado
December 31, 2011



Beaver Creek Metropolitan District
Financial Statements
December 31, 2011

Table of Contents

INDEPENDENT AUDITOR'S REPORT
Management’s Discussion and Analysis
Government-wide Financial Statements:
Statement of Net Assets
Statement of Activities
Fund Financial Statements:
Balance Sheet - Governmental Funds

Statement of Revenues, Expenditures and Changes in
Fund Balances - Governmental Funds

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental
Funds to the Statement of Activities

Statement of Net Assets - Proprietary Fund

Statement of Revenues, Expenses and Changes in
Fund Net Assets - Proprietary Fund

Statement of Cash Flows - Proprietary Fund
Notes to the Financial Statements
Required Supplementary Information:
Schedule of Revenues and Expenditures - Budget and Actual:
General Fund
Transportation Special Revenue Fund
Supplementary Information:
Schedule of Revenues and Expenditures - Budget and Actual:
Debt Service Fund
Capital Projects Fund

History of Assessed Valuation, Mill Levy, and Property Taxes Collected

Page
A1 - A2

B1-B5

C1

C2

C3

C4

C5

C6

C7
C8

D1-D16

E1
E2

F1
F2

F3



MCMAHAN AND ASSOCIATES, L.L.C.

Certified Public Accountants and Consultants

WEB SITE: WWW.MCMAHANCPA.COM

> Q=

CHAPEL SQUARE, BLDG C MAIN OFFICE: (970) 845-8800
245 CHAPEL PLAcE, SuiTE 300 FACSIMILE: (970) 845-8 108
P.O. Box 5850, Avon, CO 81620 E-MAIL: MCMAHAN(@MCMAHANCPA.COM

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Beaver Creek Metropolitan District
Eagle County, Colorado

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Beaver Creek
Metropolitan District (the “District”), as of and for the year ended December 31, 2011, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the management of the District. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Beaver Creek Metropolitan District as of December
31, 2011, and the respective changes in financial position and, where applicable, cash flows thereof for
the year then ended in conformity with U.S. generally accepted accounting principles.

U.S. generally accepted accounting principles require that the Management’s Discussion and Analysis in
Section B 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 U.S. generally accepted auditing standards,
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.

The budgetary fund information in section E is not a required part of the basic financial statements but is
supplementary information required by U.S. generally accepted accounting principles. The budgetary
fund information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Member: American Institute of Certi][ieal Public Accountants
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To the Board of Directors
Beaver Creek Metropolitan District

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The individual fund budgetary comparisons found in
Section F and the statistical schedule listed in the accompanying table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
individual fund budgetary comparisons found in Section F are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the 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 financial
statements or to the financial statements themselves, and other additional procedures in accordance with
U.S. generally accepted auditing standards. In our opinion, the information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The 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 them.

e fushon and Asonits .o,

McMahan and Associates, L.L.C.
April 25, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS



Beaver Creek Metropolitan District

Management’s Discussion and Analysis
December 31, 2011

As management of the Beaver Creek Metropolitan District (“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, 2011.

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 consist of three components: 1) government-wide
financial statements; 2) fund financial statements; and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

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 Assets presents information on all the District’'s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets 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 assets changed
during the most recent fiscal year. All changes in net assets 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 (i.e. uncollected taxes).

Both of the government-wide financial statements distinguish functions of the District that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the District include general government, public safety,
streets, and transportation. The business-type activity of the District is water services.

The government-wide financial statements can be found on pages C1 and C2 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. All of the funds of the District can be divided into two categories: governmental funds
and proprietary funds.

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 spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements. The District's governmental fund financial statements are located on pages C3 and C4.

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. Both the expenditures and changes in fund balances provide a reconciliation (located on page
C5) to facilitate this comparison between governmental funds and governmental activities.
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Overview of the Financial Statements (continued)

The District adopts an annual appropriated budget for each fund. Budgetary comparison statements
have been provided to demonstrate compliance with these budgets.

Proprietary Funds. The District maintains an Internal Service Fund as a proprietary fund. The Internal
Service Fund accounts for the joint purchasing of parts, supplies and materials by the District and other
entities providing services to the Beaver Creek community.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The basic proprietary fund financial statements can be found on pages C6 through C8 of
this 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 D1 through D16 of this report.

Government-wide Financial Analysis.

The following tables show condensed financial information derived from the government-wide financial
statements comparing the current year to the prior year.

Governmental
Activities
2011 2010
Assets:
Current and other assets $ 12,363,810 § 13,204,555
Capital assets 24,035,775 24,898,717
Total Assets 36,399,585 38,103,272
Liabilities:
Long-term liabilities outstanding 4,760,444 5,693,327
Other liabilities 8,521,527 9,859,435
Total Liabilities 13,281,971 15,552,762
Net Assets:
Invested in capital assets, net of
related debt 17,653,167 17,559,007
Restricted for emergencies 238,496 238,465
Restricted for debt service 8,687 8,701
Unrestricted 5,217,264 4,744 337
Total Net Assets $ 23,117,614 22,550,510
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Overview of the Financial Statements (continued)

Beaver Creek Metropolitan District’s Change in Net Assets

Governmental
Activities
2011 2010
Revenues:

Program revenues:
Charges for services $ 326,781 $ 270,513
Operating grants and contributions 1,754,490 1,752,445
Capital grants and contributions 72,182 -

General revenues:
Property taxes 7,281,443 7,331,273
Other taxes 231,258 245,110
Interest and other revenue 65,257 197,501
Gain on sale of assets 85,077 61,706
Total Revenues 9,816,488 9,858,548

Expenses:

General government 597,839 619,223
Public safety 1,414,167 1,371,164
Public works 2,352,859 2,234,613
Transportation 4,428,283 4,484,662
Interest on long-term debt 206,236 272,294
Culture and Recreation 250,000 250,000
Total Expenses 9,249,384 9,231,956
Change in Net Assets 567,104 626,592
Net Assets - Beginning 22,550,510 21,923,918
Net Assets - Ending $ 23,117,614 22,550,510

The District’s overall financial position, as measured by net assets, increased from $22,550,510 at the
end of 2010 to $23,117,614 at the end of 2011. The increase in net assets is primarily the result of the
collection of a portion of the property taxes being used to repay long-term debt. The District’s unrestricted
net assets increased from $4,744,337 at the end of 2010 to $5,217,264 at the end of 2011. The graph on
the following page shows the District’s total net assets by category (invested in capital assets, net of
related debt, unrestricted net assets and net assets restricted for emergencies and debt service) for 2011
compared to 2010.

(THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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Financial Analysis of the District’s Funds

As mentioned previously, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. A discussion of the District’s funds follows.

Governmental Funds. The focus of the District's governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. In particular, unreserved 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 combined ending fund
balances of $5,485,818 an increase of $472,940 from the prior year ending fund balances. Of the
District’s ending fund balance, $47,468 is non-spendable since it represents funds already expended for
next years operations, $247,183 is restricted, meaning it is not available for spending because it has
been committed for emergencies under Taxpayers’ Bill Of Rights (TABOR) and debt service, $521,062 is
assigned to cover the budgeted 2012 deficit, and the remaining $4,670,105 is unassigned, and is
available for spending at the District’s discretion.

The District’s unassigned fund balance at the end of 2011 was $4,670,105 compared to $4,401,369 at the
end of 2010. The graph on the following page shows the unassigned fund balance for 2011 and 2010
relative to revenues and expenditures (excluding capital expenditures). This graph shows that at the end
of 2011 the District was holding approximately 55% of one year’s expenditures in unassigned fund
balances.

(THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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Proprietary Funds. The District’s proprietary fund provides information on the Internal Service Fund
which is used to track the joint purchasing of parts, supplies and materials by the District and other
entities providing services to the Beaver Creek community. This information is combined with the
governmental activities in the government-wide financial statements.

Budget Variances. The District expenditures generally showed favorable variances compared to
budget. Details of actual revenues and expenditures compared to budget for each fund are shown on
pages E1 through E2 and F1 through F2 of this report.

Capital Assets. Capital asset increases during 2011 consisted of the District’s investment of $1,474,287
in capital asset additions. This investment includes purchases of new equipment for operations and
vehicles for the transportation system as well as overlays to a portion of the roads within the District.
Overall, total capital assets, after depreciation, decreased from $24,898,717 to $24,035,775 during 2011.
Additional information as well as a detailed classification of the District’s net capital assets can be found
in the Notes to the Financial Statement on page D8 of this report.

Long-term Debt. The District reduced its outstanding long-term debt balance from $7,369,963 to
$6,408,539 at the end of 2011. The District entered into new lease/purchase agreements of $715,214
and paid down $1,676,638 in principal for a net reduction in long term debt of $961,424. Additional
information can be found in the Notes to the Financial Statement beginning on page D9 of this report.

Economic Conditions and Outlook The County Assessor reassessed the value of the property in the
District effective January 1, 2011. The revaluation was used to set 2011 property taxes payable in

2012. The final valuations reflected a reduction in the District’'s assessed value of 18% and a reduction in
property tax revenues levies of 10%.

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 Beaver Creek Metropolitan
District, c/o Robertson & Marchetti, P.C., 28 Second Street, Suite 213, Edwards, CO 81632, telephone
(970) 926-6060.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS



Beaver Creek Metropolitan District
Statement of Net Assets
December 31, 2011

Governmental
Activities
Assets:
Cash and equivalents 4,640,933
Receivables, net:
Property tax 6,564,964
Trade 1,064,621
County Treasurer 19,893
Prepaid expenses 47,468
Bond issuance costs, net 25,931
Capital assets, net 24,035,775
Total Assets 36,399,585
Liabilities:
Accounts payable 275,097
Construction retainage payable 2,000
Accrued interest payable 21,371
Deferred revenue 6,574,964
Due within one year:
Leases payable 1,198,095
Bonds payable 450,000
Due within more than one year:
Leases payable 2,180,444
Bonds payable 2,580,000
Total Liabilities 13,281,971
Net Assets:
Invested in capital assets,
net of related debt 17,653,167
Restricted for emergencies 238,496
Restricted for debt service 8,687
Unrestricted 5,217,264
Total Net Assets 23,117,614

The accompanying notes are an integral part of these financial statements.



Functions/Programs:
Governmental activities:
General government
Public safety
Public works
Transportation
Culture and recreation
Interest on long-term debt
Total governmental
activities
Total primary government

Beaver Creek Metropolitan District
Statement of Activities
For the Year Ended December 31, 2011

Net (Expense)

Revenue and Changes

Program Revenues in Net Assets
Operating Capital
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
597,839 187,523 - 72,182 (338,134)
1,414,167 51,856 - - (1,362,311)
2,352,859 27,833 - - (2,325,026)
4,428,283 59,569 1,753,081 - (2,615,633)
250,000 - 1,409 - (248,591)
206,236 - - - (206,236)
9,249,384 326,781 1,754,490 72,182 (7,095,931)
9,249,384 326,781 1,754,490 72,182 (7,095,931)
General revenues:
Taxes:
Property tax, levied for debt service 539,411
Property tax, levied for transportation services 2,991,862
Property tax, levied for Vilar Center funding 249,824
Property tax, levied for general purposes 3,500,346
Specific ownership tax 231,258
Investment earnings 44,614
Miscellaneous income 20,643
Special items:

Gain/(loss) on sale of assets 85,077

Total general revenues and special items 7,663,035
Change in net assets 567,104
Net Assets - Beginning 22,550,510
Net Assets - Ending 23,117,614

C2

The accompanying notes are an integral part of these financial statements.




FUND FINANCIAL STATEMENTS



Beaver Creek Metropolitan District
Balance Sheet
Governmental Funds
For the Year Ended December 31, 2011

Transportation Total
Debt Capital Special Governmental
General Service Projects Revenue Funds
Assets:
Cash and equivalents 4,590,804 7,213 - - 4,598,017
Due from County Treasurer 10,246 1,474 - 8,173 19,893
Accounts receivable 64,481 - - 987,189 1,051,670
Prepaid expenses 47,468 - - - 47,468
Due from other funds 1,034,396 - - - 1,034,396
Property taxes assessed, but not
collectible until subsequent year 3,029,713 549,871 - 2,985,380 6,564,964
Total Assets 8,777,108 558,558 - 3,980,742 13,316,408
Liabilities and Fund Balances:
Liabilities:
Accounts payable 268,264 - - - 268,264
Construction retainage payable 2,000 - - - 2,000
Due to other funds - - - 985,362 985,362
Deferred revenue - - - 10,000 10,000
Property taxes assessed, but not
collectible until subsequent year 3,029,713 549,871 - 2,985,380 6,564,964
Total Liabilities 3,299,977 549,871 - 3,980,742 7,830,590
Fund Balances:
Non-spendable 47,468 - - - 47,468
Restricted for emergencies 238,496 - - - 238,496
Restricted for debt service - 8,687 - - 8,687
Assigned 521,062 - - - 521,062
Unassigned 4,670,105 - - - 4,670,105
Total Fund Balances 5,477,131 8,687 - - 5,485,818
Total Liabilities and Fund Balances 8,777,108 558,558 - 3,980,742
Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. Details of these amounts
are as follows:
Capital asset 44,280,800
Accumulated depreciation (20,245,025)
24,035,775
Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds.
Details of these amounts are as follows:
Bond issue costs, net 25,931
Accrued interest payable (21,371)
Leases payable (3,378,539)
Bonds payable (3,030,000)
(6,403,979)
Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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Beaver Creek Metropolitan District
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended December 31, 2011

Transportation Total
Debt Capital Special Governmental
General Service Projects Revenue Funds
Revenues:
Taxes 3,869,275 556,543 - 3,086,883 7,512,701
Interest 36,894 1,248 - 6,472 44,614
BCRC contractual reimbursement - - - 1,753,081 1,753,081
Fees 259,705 - - - 259,705
Other 79,689 - 1,409 59,569 140,667
Total Revenues 4,245,563 557,791 1,409 4,906,005 9,710,768
Expenditures:
General government 480,626 16,226 - 89,998 586,850
Public safety 1,296,765 - - - 1,296,765
Public works 1,016,469 - - - 1,016,469
Transportation - - - 3,494,140 3,494,140
Culture and recreation 250,000 - - - 250,000
Debt service - 539,425 - 1,343,453 1,882,878
Debt issue costs - - - 1,500 1,500
Capital outlay - - 764,450 758,157 1,522,607
Total Expenditures 3,043,860 555,651 764,450 5,687,248 10,051,209
Excess (Deficiency) of Revenues
Over Expenditures 1,201,703 2,140 (763,041) (781,243) (340,441)
Other Financing Sources (Uses):
Lease proceeds - - - 715,214 715,214
Insurance recoveries 20,643 - - - 20,643
Sale of capital assets - - - 77,524 77,524
Operating transfers in (out) (749,392) (2,154) 763,041 (11,495) -
Total Other Financing
Sources (Uses) (728,749) (2,154) 763,041 781,243 813,381
Net Change in Fund Balance 472,954 (14) - - 472,940
Fund Balances - Beginning 5,004,177 8,701 - - 5,012,878
Fund Balances - Ending 5,477,131 8,687 - - 5,485,818

The accompanying notes are an integral part of these financial statements.
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Beaver Creek Metropolitan District
Reconciliation of Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds to the Statement of Activities

Governmental Funds
For the Year Ended December 31, 2011

Net Change in Fund Balances of

Governmental Funds 472,940
Amounts reported for governmental activities in the
Statement of Activities are different because:
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 as depreciation expense. This is the
net difference between depreciation and capital additions during the year.
Details of these differences are as follows:
Capital additions 1,474,287
Depreciation expense (2,303,881)
(829,594)
The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. Also, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items when
debt is first issued, whereas these amounts are deferred and amortized in the
Statement of Activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.
Proceeds from capital lease (715,214)
Repayment of principal on capital lease 1,246,638
Repayment of principal on bonds 430,000
Amortization of debt related deferrals, net (4,322)
Adjustments to current year interest 4
957,106
The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and asset impairment) is to decrease net assets.
Details of these differences are as follows
Net book value of disposed capital assets (33,348)
(33,348)
Change in Net Assets of Governmental Activities 567,104

The accompanying notes are an integral part of these financial statements.
C5



Beaver Creek Metropolitan District
Statement of Net Assets
Proprietary Fund
For the Year Ended December 31, 2011

Internal
Service
Fund
Assets:
Current assets:
Cash and equivalents 42,916
Accounts receivable, net 12,951
Total current assets 55,867
Total Assets 55,867
Liabilities:
Current liabilities:
Accounts payable 6,833
Interfund payable 49,034
Total current liabilities 55,867
Total Liabilities 55,867
Net Assets:

Total Net Assets -

The accompanying notes are an integral part of these financial statements.
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Beaver Creek Metropolitan District

Statement of Revenues, Expenditures and Changes in Fund Net Assets

Operating Revenues:
Charges for services

Total Operating Revenues

Operating Expenses:
Materials and supplies
Outside services

Total Operating Expenses
Operating Income
Total Net Assets - Beginning
Total Net Assets - Ending

Proprietary Fund
For the Year Ended December 31, 2011

Internal
Service
Fund

129,757

129,757

103,037
26,720

129,757

The accompanying notes are an integral part of these financial statements.
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Beaver Creek Metropolitan District
Statement of Cash Flows
Proprietary Fund
For the Year Ended December 31, 2011

Cash Flows From Operating Activities:
Cash received from customers and others
Cash paid for goods and services

Net Cash Provided (Used) by Operating Activities

Net Increase (Decrease) in Cash
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

Reconciliation of Operating Income to
Net Cash Provided by Operating Activities:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
(Increase) decrease in accounts receivable
Change in interfund receivable and payable
Increase (decrease) in accounts payable

Total Adjustments

Net Cash Provided (Used) by Operating Activities

Internal
Service
Fund

149,641
(148,223)

1,418

1,418
41,498

42,916

20,622
(738)
(18,466)

1,418

1,418

The accompanying notes are an integral part of these financial statements.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011

Summary of Significant Accounting Policies

Beaver Creek Metropolitan District (the “District”) is a quasi-municipal corporation organized and
operated pursuant to provisions set forth in the Colorado Special District Act. The District was
established to provide services for fire protection, water distribution, cable television, transportation,
recreation, and to construct and maintain roadway and drainage systems within its boundaries which
are located in Eagle County, Colorado.

The District’s financial statements are prepared in accordance with generally accepted accounting
principles (“GAAP”). The Governmental Accounting Standards Board (“GASB”) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (“FASB”) issued through November 30, 1989, when applicable, that do
not conflict with or contradict GASB pronouncements. The more significant accounting policies
established by GAAP used by the District are discussed below.

A. Reporting Entity

The District is governed by an elected Board which is responsible for setting policy, appointing
administrative personnel and adopting an annual budget in accordance with the provisions of the
Colorado Special District Act.

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

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

B. Government-wide and Fund Financial Statements

The District’s basic financial statements include both government-wide (reporting the District as a
whole) and fund financial statements (reporting the District’'s major funds). Both the government-
wide and fund financial statements categorize primary activities as either governmental or
business type.

1. Government-wide Financial Statements

In the government-wide Statement of Net Assets, the governmental activities columns are
reported on a full accrual, economic resource basis, which recognizes all long-term assets
and receivables as well as long-term debt and obligations. The District’s net assets are
reported in three parts - invested in capital assets, net of related debt; restricted net assets;
and unrestricted net assets. The government-wide focus is on the sustainability of the District
as an entity and the change in the District’'s net assets resulting from the current year’s
activities.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

. Summary of Significant Accounting Policies (continued)
B. Government-wide and Fund Financial Statements (continued)
2. Fund Financial Statements

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

The District reports the following governmental funds:

The General Fund is the District’'s primary operating fund. It accounts for all financial
resources not required to be accounted for in another fund.

The Debt Service Fund is used to account for the accumulation of financial resources to
be used for the payment of general obligation long-term debt principal, interest, and other
related costs.

The Capital Projects Fund is used to account for the acquisition and construction of major
capital facilities.

The Special Revenue Fund is used to account for the operation and maintenance of the
transportation system. The major revenue sources are property taxes and a contractual
reimbursement for service from a not-for-profit organization.

The Internal Service Fund is used to account for goods and services provided to the
District and other entities serving Beaver Creek on a cost-reimbursement basis.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

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.

1. 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.

2. 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.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation (continued)

3.

Financial Statement Presentation

Amounts reported as program revenues include 1) charges to customers for goods and
services provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all
taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations.
Operating expenses for the proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

D. Financial Statement Accounts

1.

Cash and Cash Equivalents

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

Receivables
Receivables are reported net of an allowance for uncollectible accounts.

Property Taxes

Property taxes are assessed in one year as a lien on the property, but not collected by the
governmental entities until the subsequent year. In accordance with generally accepted
accounting principles, the assessed but uncollected property taxes have been recorded as a
receivable and as deferred revenue.

Prepaid Expenses

Prepaid expenses are amounts paid in the current year for expenses related to next year.

Interfund Receivables and Payables

Balances at year-end between funds are reported as “due to / from other funds” in the fund
financial statements.

Capital Assets

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

Capital expenditures for projects are capitalized as projects are constructed. Interest
incurred during the construction phase is capitalized as part of the value of the assets.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

I. Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

6.

Capital Assets (continued)

Infrastructure, buildings, and equipment are depreciated using the straight line method over
the following estimated useful lives:

Assets Years
Infrastructure, buildings, and improvements 5-40
Equipment and vehicles 4-10

Categories and Classification of Fund Balance
The District classifies governmental fund balances as follows:

Non-spendable - includes fund balance amounts that cannot be spent either because it
is not in spendable form or because of legal or contractual requirements.

Restricted — includes fund balance amounts that are constrained for specific purposes
which are externally imposed by providers, such as creditors or amounts constrained
due to constitutional provisions or enabling legislation.

Committed — includes fund balance amounts that are constrained for specific purposes
that are internally imposed by the government through formal action of the highest level
of decision making authority which is the Board of Directors.

Assigned — includes spendable fund balance amounts that are intended to be used for
specific purposes that are neither considered restricted or committed. Fund Balance
may be assigned by the District or its management designee.

Unassigned - includes residual positive fund balance within the General Fund which has
not been classified within the other above mentioned categories. Unassigned fund
balance may also include negative balances for any governmental fund if expenditures
exceed amounts restricted, committed, or assigned for those specific purposes.

The governmental funds, excluding debt service, had a combined restricted fund balance of
$238,496 for emergencies as required under TABOR (see Note II. B.).

The Debt Service Fund balance of $8,687 is restricted for debt service.
The General Fund also has $521,062 assigned to fund a deficit in the 2012 adopted budget.

The District may use restricted amounts to be spent first when both restricted and
unrestricted fund balance is available unless there are legal documents/contracts that prohibit
doing this, such as in grant agreements requiring dollar for dollar spending. Additionally, the
District might first use committed, then assigned, and lastly unassigned amounts of
unrestricted fund balance when expenditures are made.

The District does not have a formal minimum fund balance policy. However, the District’s

budget includes a calculation of targeted reserve positions and the district manager
calculates targets and reports them annually to Board.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

Stewardship, Compliance, and Accountability

A. Budgetary Information

In the fall of each year, the District’s Board of Directors formally adopts a budget with
appropriations by fund for the ensuing year pursuant to the Colorado Local Budget Law. The
budgets for the governmental funds are adopted on a basis consistent with generally accepted
accounting principles (‘GAAP”).

As required by Colorado statutes, the District followed the following time table in approving and
enacting a budget for the ensuing years:

(1) For the 2011 budget year, prior to August 25, 2010, the County Assessor sent to the
District the certified assessed valuation of all taxable property within the District's
boundaries and prior to December 10, 2010 the County Assessor sent the final recertified
assessed valuation to the District.

(2) On or before October 15, 2010, the District’s accountant submitted to the District’s Board
of Directors a recommended budget which detailed the necessary property taxes needed
along with other available revenues to meet the District’s operating requirements.

(3) A public hearing on the proposed budget and capital program was held by the Board not
later than 45 days prior to the close of the fiscal year.

(4) For the 2011 budget, prior to December 15, 2010, the District computed and certified to
the County Commissioners a rate of levy that derived the necessary property taxes as
computed in the proposed budget.

(5) For the 2011 budget, the final budget and appropriating resolution was adopted prior to
December 31, 2010.

(6) After adoption of the budget resolution, the District may make the following changes: a) it
may transfer appropriated monies between funds or between spending agencies within a
fund, as determined by the original appropriation level; b) supplemental appropriations to
the extent of revenues in excess of the estimated in the budget; c) emergency
appropriations; and d) reduction of appropriations for which originally estimated revenues
are insufficient.

Taxes levied in one year are collected in the succeeding year. Thus, taxes certified in 2010 were
collected in 2011 and taxes certified in 2011 will be collected in 2012 and may be paid in either
one installment (no later than April 30“‘) or two equal installments (not later than February 28"
and June 15"‘) without interest or penalty. Taxes which are not paid within the prescribed time
bear interest at the rate of one percent (1%) per month until paid. Unpaid amounts and the
accrued interest thereon become delinquent on June 15™.

The level of control in the budget at which expenditures exceed appropriations is at the fund level.
All appropriations lapse at year end.

Encumbrance accounting, under which purchase orders, contracts, and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the District because it is at present considered not necessary to
assure effective budgetary control or to facilitate effective cash planning and control.

. TABOR Amendment

In November 1992, Colorado voters amended Article X of the Colorado Constitution by adding
Section 20; commonly known as the Taxpayer’s Bill of Rights (“TABOR”). TABOR contains
revenue, spending, tax and debt limitations which apply to the State of Colorado and local
governments. TABOR requires, with certain exceptions, advance voter approval for any new tax,
tax rate increase, mill levy above that for the prior year, extension of any expiring tax, or tax policy
change directly causing a net tax revenue gain to any local government.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

ll. Stewardship, Compliance, and Accountability (continued)
B. TABOR Amendment (continued)

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

TABOR also requires local governments to establish emergency reserves to be used for declared
emergencies only. Emergencies, as defined by TABOR, exclude economic conditions, revenue
shortfalls, or salary or fringe benefit increases. These reserves are required to be 3% or more of
fiscal year spending (excluding bonded debt service). The District has reserved a portion of its
December 31, 2011, year-end fund balance in the governmental funds for emergencies as
required under TABOR in the amount of $238,496.

Effective January 1, 1996 and thereafter, the voters authorized the District to collect, retain and
spend all revenues and other funds collected from any source; provided that the District’'s General
Operating Property Tax Levy shall not be increased without voter approval; and the revenues be
spent for all District services and general operations as a voter-approved revenue change and an
exception to the limits which could otherwise apply.

The District's management believes it is in compliance with the financial provisions of TABOR.
However, TABOR is complex and subject to interpretation. Many of its provisions, including the
interpretation of how to calculate fiscal year spending limits, will require judicial interpretation.

C. Authorized But Unissued Debt

At December 31, 2011, the District had $1,465,000 of general obligation debt authorized by the
Districts electorate in 1996 which has never been issued. However, the District’'s Board of
Directors considers this authorization to have been replaced by the District’'s 1998 election to
issue $7.4 million of general obligation bonds in 1998 using the 1998 voter authorization and the
District’'s Board considers the 1996 voter authorization to be no longer valid.

lll. Detailed Notes on All Funds
A. Deposits and Investments
1. Deposits

The Colorado Public Deposit Protection Act (“PDPA”) requires that all units of local
government deposit cash in eligible public depositories; eligibility is determined by State
regulators. Amounts on deposit in excess of Federal insurance levels must be collateralized.
The eligible collateral is determined by the PDPA. The PDPA allows the institution to create
a single collateral pool for all public funds. The pool for all the uninsured public deposits as a
group is to be maintained by another institution or held in trust. The market value of the
collateral must be at least equal to the aggregate uninsured deposits.

The State Regulatory Commissions for banks and financial services are required by statute to

monitor the naming of eligible depositories and reporting of the uninsured deposits and
assets maintained in the collateral pools.

D6



Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

lll. Detailed Notes on All Funds (continued)

A. Deposits and Investments (continued)

1.

Deposits (continued)

At December 31, 2011, the District’s cash deposits had a carrying balance and a bank
balance as follows:

Carrying Bank
Balance Balance
Deposits $ 2,905,631 3,567,357

Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria in
which local governments, and entities such as the District, may invest which include:

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

General obligation and revenue bonds of U.S. local government entities
Banker's acceptances of certain banks

Commercial paper

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

Guaranteed investment contract

Local government investment pools

~TIEMMUOW

The District owned the following investments as of December 31, 2011:

Standard
& Poor's
Investment Carrying Fair
Rating Balance Value
Local government investment pool AAAmM $ 1,735,302 1,735,302

The District had invested $1,735,302 in the Colorado Local Government Liquid Asset Trust
(“COLOTRUST”). COLOTRUST is an investment vehicle established for local government
entities in Colorado to pool surplus funds. The State Securities Commissioner administers
and enforces all State statutes governing COLOTRUST. COLOTRUST operates similarly to
a money market fund and each share is equal in value to $1.00. Investments consist of U.S.
Treasury bills, notes and note strips and repurchase agreements collateralized by U.S.
Treasury securities. A designated custodial bank provides safekeeping and depository
services in connection with the direct investment and withdrawal functions. Substantially all
securities owned are held by the Federal Reserve Bank in the account maintained for the
custodial bank.

COLOTRUST directly holds all repurchase agreements. The custodian's internal records
identify the investments owned by COLOTRUST. The District does not categorize its
participation in COLOTRUST because the investment is not evidenced by securities
specifically identifiable to the District.
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Notes to the Financial Statements
December 31, 2011
(Continued)

lll. Detailed Notes on All Funds (continued)
A. Deposits and Investments (continued)
2. Investments (continued)

The District places no limit on the amount the District may invest in any one issuer. More
than 5% of the District’s investments are in local government investment pools. These
investments are 100% of the District’s total investments.
COLOTRUST is a 2a7-like pool. The fair value of the pool is determined by the pool’'s share
price. The District has no regulatory oversight for the pool. The pool has a Standard &
Poor’s investment rating of AAAm.

3. Summary of Cash and Investments

A summary of the District’'s cash and investment book balances at December 31, 2011 is
shown below.

Cash and equivalents $ 4,640,933

$ 4,640,933
Deposits $ 2,905,631
Local government investment pool 1,735,302
Total cash and cash equivalents $ 4,640,933

B. Capital Assets

Capital asset activity for the year ended December 31, 2011 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land $ 1,512,916 - - 1,512,916
Water rights 238,500 - - 238,500
Total capital assets not being depreciated 1,751,416 - - 1,751,416
Capital assets being depreciated:
Infrastructure 27,843,708 524,521 - 28,368,229
Buildings 3,477,859 - - 3,477,859
Vehicles and equipment 10,754,832 949,766 (1,021,302) 10,683,296
Total capital assets being depreciated 42,076,399 1,474,287 (1,021,302) 42,529,384
Less accumulated depreciation for:
Infrastructure (12,572,497) (889,182) - (13,461,679)
Buildings (846,267) (115,960) - (962,227)
Vehicles and equipment (5,510,334) (1,298,739) 987,954 (5,821,119)
Total accumulated depreciation (18,929,098) (2,303,881) 987,954 (20,245,025)
Total capital assets being depreciated, net 23,147,301 (829,594) (33,348) 22,284,359
Governmental Activities Capital Assets, Net $ 24,898,717 (829,594) (33,348) 24,035,775
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Notes to the Financial Statements
December 31, 2011
(Continued)
lll. Detailed Notes on All Funds (continued)
B. Capital Assets (continued)

Depreciation expense was charged to the following functions/programs as follows:

Governmental activities:

General government 6,667
Public safety 113,144
Public works 1,251,427
Transportation 932,643

Total Depreciation Expense $ 2,303,881

C. Interfund Receivables, Payables, and Transfers

Receivable Fund Payable Fund Amount
General Transportation $ 985,362
General Internal Service 49,034
Transferred to: Transferred from: Amount Purpose
General Debt Service 2,154 Transfer S.O. tax and interest
Capital Projects General 763,041 Capital additions
General Transportation 11,495 Transfer S.O. tax and interest

D. Capital Leases

The District has entered into capital leases for the acquisition of vehicles with a net book value of
$3,914,712. All remaining capital leases of the District are paid from the Transportation (special
revenue) Fund. Future minimum lease payments under the leases are as follows:

Principal Interest Total
2012 1,198,095 81,707 1,279,802
2013 731,497 57,980 789,477
2014 715,897 39,774 755,671
2015 312,469 21,983 334,452
2016 237,598 13,001 250,599
2017-2018 182,983 7,340 190,323
Total 3,378,539 221,785 3,600,324

E. Long-term Debt
1. General Obligation Refunding Bonds, Series 2009
On May 1, 2009, the District issued $4,265,000 of general obligation bonds to finance the full
refunding of the District's General Obligation Bonds Series 1998 at lower interest rates. The

interest rates range from 1.75% to 4.00% payable on June 1 and December 1. The principal
is payable on December 1 and matures in various increments through 2017.
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Beaver Creek Metropolitan District
Notes to the Financial Statements
December 31, 2011
(Continued)

lll. Detailed Notes on All Funds (continued)
E. Long-term Debt (continued)

2. Annual Debt Service Requirements

General obligation debt of the District is liquidated in the Debt Service Fund. Annual debt
service requirements to maturity for general obligation bonds are as follows:

Year Principal Interest Total

2012 450,000 99,750 549,750
2013 470,000 88,500 558,500
2014 490,000 75,575 565,575
2015 515,000 60,875 575,875
2016 540,000 42,850 582,850
2017 565,000 22,600 587,600
Total $ 3,030,000 390,150 3,420,150

3. Changes in Long-term Debt

Beginning Ending Due Within
Balance Additions Deletions Balance One Year
Governmental Activities:
G.0O. Refunding Bonds Payable $ 3,460,000 - (430,000) 3,030,000 450,000
Capital Leases 3,909,963 715,214 (1,246,638) 3,378,539 1,198,095
Total $ 7,369,963 715,214 (1,676,638) 6,408,539 1,648,095

IV. Other Information
A. Intergovernmental Agreements
1. Fire Protection Agreement

The District has an agreement with Eagle River Fire Protection District (“ERFPD”) to provide
fire protection within the District’'s boundaries. The initial term of the agreement was two
years and was renewed for various terms through December 31, 2004. In May 2004, the
District obtained voter approval to enter into a multiple fiscal year obligation for fire protection
services. On January 1, 2005 the agreement was renewed for a ten year period. Under the
agreement, the District is to pay fixed annual fees to ERFPD for services specified in the
agreement, with provision for annual increases based on the Denver-Boulder Consumer
Price Index. The District is also responsible for repairs and maintenance to the fire station
facility. Additionally, the agreement requires the District to provide twenty-four hour coverage
by two public safety officers. The District has contracted with Beaver Creek Resort Company
(BCRC) for the provision of these personnel.

Costs incurred by the District in 2011 for fire protection services were:

Contract fees paid to ERFPD $ 952,902
Public safety contract with BCRC 308,496
Equipment and operating expense 2,117

Total $ 1,263,515
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December 31, 2011
(Continued)

IV. Other Information (continued)

A. Intergovernmental Agreements (continued)

2,

Upper Eagle Regional Water Authority

The District is a participant in the Upper Eagle Regional Water Authority (the “Authority”).
The Authority was formed pursuant to an establishing contract on September 18, 1984, by
the following quasi-municipal corporations (“districts”) and the Town of Avon (“Town”) located
in Eagle County, Colorado:

Arrowhead Metropolitan District
Town of Avon

Beaver Creek Metropolitan District
Berry Creek Metropolitan District
Eagle-Vail Metropolitan District
Edwards Metropolitan District

The Authority was formed to make the best practicable use of the districts’ and Town’s joint
resources to supply water to the districts and to further develop water resources and facilities
in a portion of Eagle County, Colorado. The Authority may not be terminated so long as
bonds, notes or other obligations are outstanding, unless provision for full payment of such
obligations has been made. At December 31, 2011, the Authority had debt with maturities
through the year 2028.

In the event of the dissolution of the Authority, all of the assets of the Authority shall
immediately vest in the participating districts and Town'’s, subject to any outstanding liens,
mortgages or other pledges of such assets.

Except for the water systems conveyed to the Authority on January 1, 1998 pursuant to the
Amended and Restated Master Service Agreement (see below), interest in the assets of the
Authority conveyed to each of the districts and Town shall be that proportion which the
average annual amount of treated water sold within each district and Town bears to the
average annual total amount of all treated water sold by the Authority. For water systems
conveyed on January 1, 1998, each of the districts and Town will vest in their individual water
systems upon dissolution of the Authority.

The District has a service contract with the Authority. Under the terms of the agreement, the
Authority provides and bills residents of the District with water at a rate which is expected to
cover its costs in providing water services and other functions. Such costs specifically
include debt service requirements, depreciation and replacements, and operations and
maintenance, including maintenance of the District’s water distribution system. As part of the
agreement, the District has leased all of its water rights, associated easements and
improvements to the Authority at no cost. In consideration, the Authority has agreed to
maintain the associated improvements and to administer and protect the District’s plan for
augmentation and water decrees at no cost to the District.

The participating districts and Town have given the Authority a general obligation pledge to

their service contract obligations. Essentially, the districts and Town will levy taxes sufficient
to meet said service contract obligations if other revenue sources are not available.
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(Continued)

IV. Other Information (continued)

A. Intergovernmental Agreements (continued)

2. Upper Eagle Regional Water Authority (continued)

Effective January 1, 1998, the districts and Town entered into an Amended and Restated
Master Service Contract with the Upper Eagle Regional Water Authority whereby the districts
and Town conveyed their individual water systems to the Authority. The Authority will
continue to provide water service, maintain the water systems and bill residents of the district
and Town. The districts and Town will continue to set and receive tap fees for connection to
their former individual water systems, which will be collected by the Authority and remitted to
the districts and Town. Extensions of lines, construction of system additions, existing and
future debt will continue to be the responsibility of the districts and Town. A district or Town
may withdraw from the Authority as provided in the contract and immediately vest in their
individual water system and rights. The responsibilities of the Authority to the withdrawing
districts’ or Town’s customers would be immediately assumed by the withdrawing district or
Town. The term of the contract is the later of twenty-one years from the effective date, all
obligations of the Authority have been paid, or until termination of the Authority.

A summary of audited financial information for the Authority as of and for the year ended
December 31, 2010 (the latest audited information available) is as follows:

Upper Eagle Regional Water Authority

Assets:
Current $ 16,116,935
Other 8,113,716
Property and equipment 83,407,045
Total Assets $ 107,637,696
Liabilities and Net Assets:
Current $ 3,196,548
Long-term debt 29,684,770
Net assets 74,756,378
Total Liabilities and Net Assets $ 107,637,696
Operations:
Operating revenue $ 8,355,216
Operating expense 11,174,259
Operating income (2,819,043)
Other income 441,694
Other expense (1,755,814)
Net (loss) (4,133,163)
Capital contributions 501,768
Net Assets - Beginning 78,387,773

&

Net Assets - Ending 74,756,378
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(Continued)

IV. Other Information (continued)
A. Intergovernmental Agreements (continued)
3. Town of Avon Service Agreements

a. Transit Vehicles

The District entered into a service agreement effective January 31, 2010 with the Town of
Avon (“Avon”) for routine maintenance and preventive maintenance of the District’s
transit vehicles and equipment and repair and replacement work as requested by the
District. Under this agreement the District pays Avon a shop rate of $102 per hour for
service to light equipment and $110 per hour for service to heavy duty equipment and
cost plus 15% for materials and sublet work. The agreement terminated September 30,
2011, but was extended until September 30, 2012. For the year ended December 31,
2011, the District paid $387,611 to Avon in accordance with the Agreement.

b. Public Works Vehicles

The District entered into a service agreement effective January 31, 2011 with the Town of
Avon (“Avon”) for routine maintenance and preventive maintenance of the District’s public
works vehicles and equipment and repair and replacement work as requested by the
District. Under this agreement the District pays Avon a shop rate of $102 per hour for
service to light equipment and $110 per hour for service to heavy duty equipment and
cost plus 15% for materials and sublet work. The agreement terminated December 31,
2011, but was extended until December 31, 2012. For the year ended December 31,
2011, the District paid $92,754 to Avon in accordance with this Agreement.

4. Transportation Services Agreement

On May 1, 2008 an agreement was established with the Vail Corp. d/b/a Vail Associates, Inc
(“Vail Associates”) whereby Vail Associates provides for transportation services related to
operation of the free parking lot service as well as various special event services utilizing
vehicles owned by the District. Under the agreement, the District compensates Vail
Associates monthly in accordance with an annual expense budget prepared by Vail
Associates and approved by the District. The agreement was renewed on November 1, 2011
and is set to expire on October 31, 2012, and automatically renews for three separate one
year renewal periods unless either party terminates ninety days prior to expiration.

B. Vilar Center Funding

In November 2005, the District’s electorate approved a ballot issue imposing an ad valorem
property tax mill levy of .85 mills, not to exceed $250,000 annually, for the purpose of funding
capital improvements at the Vilar Center. Subsequent to the voters approval of the ballot issue,
the District entered into a memorandum of understanding with the Vilar Center Arts Foundation
(“VCAF”), operator of the Vilar Center, under which the District agreed to transfer $250,000 to
VCAF, on or before August 1 of each year up to an aggregate of $1,250,000, upon annual
approval by the Board of Directors of the District. The memorandum of understanding restricts
the use of these funds and any accumulated interest to expenditures for capital improvements,
requires the funds to be placed by VCAF into a restricted bank account, and requires VCAF to
provide an annual accounting of all funds transferred by the District under the agreement no later
than the District’s regular June board of directors meeting. In November 2009, the District’s
electorate approved extending the authorization for an additional 5-year term through 2015.
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IV. Other Information (continued)

C. Related Party Transactions

The District has entered into various agreements with Vail Associates, Inc. (“VAI”) and Vail Resort
Development Company (“WVRDC”) to provide grounds maintenance, resort operations and
transportation services. Payments made for each of these services for the year ended December
31, 2011, amounted to $116,508, $462,116 and $2,711,499, respectively. The District received
$37,986 from VAI during the year for usage of the District’s Dial-A-Ride vehicles. The District
owed VAI $131,144 at December 31, 2011. Vail Associates, Inc. was the original developer of
commercial and residential real property within the District.

Certain members of the Board of Directors for the District are also members of Boards of
Directors for other entities with which the District has material financial transactions and or
agreements.

D. Cable Television System Operating Agreement

The District entered into an Access/Operational Agreement with Comcast VI. LLC (“Comcast”)
pursuant to which Comcast agreed to operate the cable television system within the District and
to pay the District an ongoing access fee of four percent (4%) of the provider’s gross revenues
from operation of the system. The 4% fee amounted to $70,507 for the year ended December
31, 2011.

E. Employee Housing Agreement

The District contributed $200,000 during 1997 to BC Housing, LLC (the “Company”) for a 49%
ownership interest in the Company. The Company was established to provide affordable housing
for employees of various entities operating in and around Beaver Creek. The Company issued
bonds to finance the construction of affordable housing, known as “RiverEdge”. The bonds are
expected to be repaid through the rental income of the Company. The Company is not expected
to generate any material income or loss and the District is under no obligation to make further
contributions to the Company. Under the agreement, the District acquired the right to designate
5% of the RiverEdge apartment units to be used solely by the District’'s employees during October
through April and by employees of both the District and independent contractors to the District
during May through September.

F. Transportation System Service Agreement

The District obtained the approval of its voters in 1998 to amend its service plan and to increase
its operating mill levy by up to 12.2 mills (referred to hereinafter as the “transportation system
property tax”) to be used to provide transportation services to the constituents of the District.
Simultaneously, Beaver Creek Resort Company (BCRC) agreed to reduce its “common
assessments” by up to 12.2 mills to offset the District’s mill levy increase. The levy was reduced
to 10.86 for taxes payable in 2000 and 2001, 9.325 mills for taxes payable in 2002 through 2005,
8.981 mills for taxes payable in 2006 and 2007, 7.449 mills for taxes payable in 2008 through
2011. The levy was increased to 9.360 mills for taxes payable in 2012 due to a decrease in
assessed valuation.

Pursuant to this approval, the District and BCRC entered into an agreement effective January 1,
1999 to transfer the transportation function from BCRC to the District. Under this agreement, the
District agreed to accept ownership of the transportation system, to assume the leases of the
buses and transportation vehicles, and assume responsibility to operate and maintain the
transportation system. BCRC agreed to fund the total costs of the transportation system in
excess of the revenues produced by the transportation system property tax.
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(Continued)

IV. Other Information (continued)

F. Transportation System Service Agreement (continued)

The Agreement provides that in the event of default of either party, the non-defaulting party shall
have the right to terminate this Agreement. If this Agreement is terminated, BCRC may require
the District to return the transportation function to them.

G. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and general liability.

Colorado Special Districts Property and Liability Pool

The District is insured for such risks as a member of the Colorado Special Districts Property and
Liability Pool (“Pool”). Additionally, the District is afforded certain protection under the Colorado
Governmental Immunity Act which limits the District’s liability in certain situations to $150,000 per
person and $600,000 per occurrence. The Pool is an organization created by intergovernmental
agreement to provide property and general liability, automobile physical damage and liability,
public officials liability and boiler and machinery coverage to its members. The Pool provides
coverage for property claims up to the values declared and liability coverage for claims up to
$1,000,000. Settled claims have not exceeded this coverage in any of the past three fiscal years.

The District pays annual premiums to the Pool for liability, property and public official’s coverage.
In the event aggregated losses incurred by the Pool exceed amounts recoverable from
reinsurance contracts and funds accumulated by the Pool, the Pool may require additional
contributions from the Pool members. Any excess funds which the Pool determines are not
needed for purposes of the Pool may be returned to the members pursuant to a distribution
formula.

A summary of audited statutory basis financial information for the Pool as of and for the year
ended December 31, 2010 (the latest audited information available) is as follows:

Assets $ 31,818,208
Liabilities $ 14,252,664
Capital and surplus 17,565,544

Total $ 31,818,208
Revenue $ 10,629,016
Underwriting expenses 11,195,134
Underwriting gain (566,118)
Other income 404,383

Net Income $ (161,735)

H. Commitments and Contingencies

During the normal course of business, the District may incur claims and other assertions against it
from various agencies and individuals. Management of the District and their legal representatives
have disclosed that there are no material outstanding claims against the District at December 31,
2011.
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IV. Other Information (continued)

Deferred Compensation Plans

The District adopted an employees’ deferred compensation plan (the "401a Plan") created in
accordance with Internal Revenue Service Code Section 401(a). The 401a Plan is a defined
contribution plan with no liability to the District for further pension benefits in excess of
contributions made by the District

The Plan is available to the General Manager. The District has elected to contribute 10% of
earnings. The employer’s contributions fully vest at the date of the contribution. The investments
acquired for the employee are self directed by the employee under various investment options
offered by the 401a Plan. The total salaries paid by the District and covered under the 401a Plan
in 2011 were $136,223. The District's contributions to the Plan for 2011 were $13,933.

The District has also adopted another employees’ deferred compensation plan (the "457 Plan")
created in accordance with Internal Revenue Service Code Section 457(b). Under the plan only
the employee contributes a voluntary amount to the plan based on the IRS 457 pension plan
limits. The total salaries paid by the District and covered under the plan in 2011 were $136,223.
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Beaver Creek Metropolitan District
Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget (GAAP Basis) and Actual
General Fund
For the Year Ended December 31, 2011
(With Comparative Actual Amounts for 2010)

2011 2010
Final Budget
Original Variance
and Final Positive
Budget Actual (Negative) Actual
Revenues:
Taxes:
Property taxes 3,750,973 3,750,170 (803) 3,783,728
Specific ownership taxes 131,288 119,105 (12,183) 126,504
Interest 47,161 36,894 (10,267) 52,105
Access fee 64,350 70,507 6,157 68,058
Water user fee 114,000 117,016 3,016 116,809
Water tap fee 20,000 72,182 52,182 -
Other 31,480 79,689 48,209 28,402
Total Revenues 4,159,252 4,245,563 86,311 4,175,606
Expenditures:
General government 568,718 480,626 88,092 500,814
Public safety 1,279,161 1,296,765 (17,604) 1,274,278
Public works 1,175,703 1,016,469 159,234 992,443
Culture and recreation 250,000 250,000 - 250,000
Contingency 60,000 - 60,000 -
Total Expenditures 3,333,582 3,043,860 289,722 3,017,535
(Deficiency) of Revenues
Over Expenditures 825,670 1,201,703 376,033 1,158,071
Other Financing Sources (Uses):
Transfer from (to) other fund (1,140,591) (749,392) 391,199 (859,266)
Insurance recoveries - 20,643 20,643 11,632
Total Other Financing Sources (Uses) (1,140,591) (728,749) 411,842 (847,634)
Net Change in Fund Balance (314,921) 472,954 787,875 310,437
Fund Balances - Beginning 4,716,090 5,004,177 288,087 4,693,740
Fund Balances - Ending 4,401,169 5,477,131 1,075,962 5,004,177
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Beaver Creek Metropolitan District
Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget (GAAP Basis) and Actual

Transportation Special Revenue Fund
For the Year Ended December 31, 2011

(With Comparative Actual Amounts for 2010)

Revenues:
Taxes:
Property tax
Specific ownership tax
BCRC contractual reimbursement
Interest
Other:
Dial-A-Ride usage fees
Advertising fees
Total Revenues

Expenditures:
Transportation expenses:
Dial-A-Ride transit system
Parking lot transit system
Other transportation expenses
Debt Service:
Lease principal
Lease interest
Debt issue costs
Capital outlay
Total Expenditures

(Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses):
Lease proceeds
Bond proceeds
Sale of assets
Transfer (to) General Fund
Total Other Financing Sources (Uses)

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

2011 2010
Final Budget
Original Variance
and Final Positive
Budget Actual (Negative) Actual

2,992,503 2,991,862 (641) 3,021,138
104,738 95,021 (9,717) 101,006
1,952,827 1,753,081 (199,746) 1,750,965
- 6,472 6,472 962
30,000 37,986 7,986 34,267
15,000 21,583 6,583 22,977
5,095,068 4,906,005 (189,063) 4,931,315
1,718,336 1,701,003 17,333 1,956,792
1,736,358 1,625,313 111,045 1,467,962
265,021 257,822 7,199 252,820
1,360,390 1,246,638 113,752 3,017,250
- 96,815 (96,815) 172,421
12,495 1,500 10,995 43,988
833,000 758,157 74,843 727,671
5,925,600 5,687,248 238,352 7,638,904
(830,532) (781,243) 49,289 (2,707,589)
845,495 715,214 (130,281) 2,675,623

- 77,524 77,524 42,710
(14,963) (11,495) 3,468 (310,744)
830,532 781,243 (49,289) 2,407,589
- - - (300,000)

- - - 300,000
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Beaver Creek Metropolitan District
Schedule of Revenues, Expenditures and Changes in Fund Balances

Budget (GAAP Basis) and Actual
Debt Service Fund

For the Year Ended December 31, 2011

(With Comparative Actual Amounts for 2010)

2011 2010
Final Budget
Original Variance
and Final Positive
Budget Actual (Negative) Actual
Revenues:
Taxes:
Property taxes 539,526 539,411 (115) 526,407
Specific ownership taxes 18,883 17,132 (1,751) 17,600
Interest 1,349 1,248 (101) 333
Total Revenues 559,758 557,791 (1,967) 544,340
Expenditures:
General government 18,186 16,226 1,960 16,195
Debt service:
Bond principal 430,000 430,000 - 410,000
Bond interest 109,425 109,425 - 117,625
Total Expenditures 557,611 555,651 1,960 543,820
Excess of Revenues Over Expenditures 2,147 2,140 (7) 520
Other Financing Sources (Uses):
Operating transfers (to) General Fund (2,046) (2,154) (108) (1,738)
Total Other Financing Sources (Uses) (2,046) (2,154) (108) (1,738)
Net Change in Fund Balance 101 (14) (115) (1,218)
Fund Balances - Beginning 14,122 8,701 (5,421) 9,919
Fund Balances - Ending 14,223 8,687 (5,536) 8,701
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Beaver Creek Metropolitan District
Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget (GAAP Basis) and Actual

Capital Projects Fund

For the Year Ended December 31, 2011

(With Comparative Actual Amounts for 2010)

Revenues:
Other income
Total Revenues

Expenditures:
Debt service:
Principal on capital leases
Interest on capital leases
Capital outlay
Contingency
Total Expenditures

Other Financing Sources (Uses):
Arbitrage rebate recovery
Operating transfers from (to) General Fund
Total Other Financing Sources (Uses)

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

2011 2010
Final Budget
Original Variance
and Final Positive
Budget Actual (Negative) Actual
- 1,409 1,409 1,480
- 1,409 1,409 1,480
- - - 261,062
- - - 19,447
1,007,600 764,450 243,150 1,025,188
150,000 - 150,000 -
1,157,600 764,450 393,150 1,305,697
- - - 132,469
1,157,600 763,041 (394,559) 1,171,748
1,157,600 763,041 (394,559) 1,304,217
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Beaver Creek Metropolitan District
History of Assessed Valuation, Mill Levy and Property Taxes Collected

Calendar Prior Year All Percent
Year Assessed Valuation Funds Property Taxes Collected
Ended For Current Year Mills Total All Funds to

December 31 Property Tax Levy Levied Levied Collected Levied
1999 192,314,090 42.29 8,132,578 8,117,101 99.8%
2000 237,755,780 35.59 8,441,043 8,296,558 98.3%
2001 235,075,950 35.48 8,320,062 8,298,168 99.7%
2002 291,270,140 30.74 8,963,433 8,897,213 99.3%
2003 290,069,660 30.74 8,926,869 8,907,319 99.8%
2004 272,102,490 31.99 8,704,559 8,652,194 99.4%
2005 273,829,810 31.78 8,703,407 8,657,974 99.5%
2006 301,834,130 25.32 7,641,535 7,583,549 99.2%
2007 298,437,930 25.80 7,699,699 7,699,311 100.0%
2008 388,324,030 21.01 8,160,241 8,010,716 98.2%
2009 385,115,200 21.28 8,194,096 8,072,677 98.5%
2010 404,426,770 18.31 7,406,672 7,331,273 99.0%
2011 401,732,210 18.13 7,283,004 7,281,443 100.0%
2012 318,950,830 20.58 6,564,964

NOTE:

Property taxes collected in any one year include collection of delinquent property
taxes levied in prior years. Information received from the County Treasurer does
not permit identification of specific year of levy.
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