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McCMAHAN AND ASSOCIATES, L.L.C.

Certified Public Accountants and Consultanits

WEB SITE: WWW._MCMAHANCPA.COM

SUITE 22 2/AVON CENTER TELEPHONE: (270) 845-8800
= 1 OO0 WeST BEAVER CREEK BLVD, FACSIMILE: (970) 845-085 1
P.O. Box 5850 AvON, CO B 1620 E-Mail: MCMAHAN@MCMAHANCF‘A.COM

INDEPENDENT AUDITOR’S REPORT

Board of Directors
TrailMark Metropolitan District

We have audited the accompanying general purpose financial statements of the TrailMark Metropolitan

District (the "District"), as of and for the year ended December 31, 2002, as listed in the table of contents.
These general purpose financial statements are the responsibility of the management of the District. Our
responsibility is to express an opinion on these general purpose financial statements based on our audit.

s 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 abouf 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
opinion.

In our opinion, the general purpose financial statements referred to above present fairy, in all material
respects, the financial position of the District at December 31, 2002, and the results of its operations for
the year then ended, in conformity with U.S. generally accepted accounting principles.

Our audit was made for the purpose of foarming an opinion on the general purpose financial statements
taken as a whole. The accompanying supplemental information is presented for additional analysis and
is not a required part of the financial statements of the District. The information has been subjected to the
auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, is
fairly stated in all material respects in relation to the general purpose financial statements taken as a
whole.

/4% M%wﬁ@f L

McMahan and Associates, L.L.C.
February 21, 2003

Performing services for focal governments throughout Colorado
D. Jerry McMahan, C.P.A. Daniel R. Cudahy, C.P.A.
Paul J. Bachkes, C.P.A. Michael N. Jenkins, C.A., C.P.A.

MemLerﬂ: American Institute of Cerl;ifiecl Public Accountants/ Colorado Society 0£ C‘ertifiecl Pu]:)lic Accountants
National and Colorado Government Finance Olficers Association/Colorado Municipal League
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\ TrailMark Metropolitan District
Combined Statement of Revenues, Expenditures and Changes in Fund Balance
All Governmental Fund Types
For the Year Ended December 31, 2002

Governmental Fund Types

Debt Capital Total
General Service Projects (Memorandum
Fund Fund Fund Only)
Revenues:
Property taxes 89,793 570,936 - 660,729
Specific ownership taxes - 80,569 - 80,569
Developer advance 19,345 185,634 - 204,879
Net investment income 2,554 3,222 3,795 9,571
Intergovernmental 24,145 - - 24145
=3 HOA reimbursement 55,0968 “ - 55,968
Park and recreation fees 106,513 - - 106,513
Total Revenues 298,318 840,361 3,795 1,142,474
Expenditures:
Current:
Accounting and audit 4,100 - - 4,100
District management 42,160 - - 42,160
Legal 25,497 - - 25,497
Insurance 2,916 - - 2,916
Office supplies 5,267 - - 5,267
Maintenance and repairs 145,299 - - 145,299
Other 2,735 1,325 - 4,060
Billing fees 14,256 - - 14,256
County Treasurer's fees 1,396 8,877 - 10,273
Utilities 42,663 - - 42,663
Capital outlay - - 201,754 291,754
Total Current 286,280 10,202 291,754 588,245
Debt Service:
Principal - 290,000 - 290,000
Interest ' - 462,550 : - 462,550
Paying agent fees - 2,750 - 2,750
Developer reimbursement - 49,259 - 49,259
Total Debt Service - 804,559 - 804,559
Total Expenditures 286,288 814,761 291,754 1,392,804
Excess (Deficiency) of Revenues
Over Expenditures 12,029 25,600 {287,959) {250,330)
Fund Balance - Beginning of Year 4,000 585 340,038 344 603

Fund Balance - End of Year 16,029 26,165 52,079 94,273

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

3



1

‘SlUBWIS)ElS |BRUBLY mmmE J0 ped jeifisju) ue aie ssjou BulAuedwoooe oy

(GZ1¥ee't) 6.0°2S - LLO'9 G9l'og (r2e'oz) £15'50L 62091 (996'09)

{ec0'261) 8E0°0PE 160285 {oLz'L} Ga5 G111 000%F 000 -

(ZZ0'22L°L) (656°282) {160'2£5) Lzz's 000's2 {660°22) £25°101 620'21 (996'09)

z01'889 ¥5.'L6Z 958'6.6 BEZDC 192°718 000°GE8 {682'LL) 687'987 000's/2

- - - {600'2¥) 65508 06525/ - - -

- - - (85Z'6¥) 65Z'61 - - - : -

- - - 05Z'Z 054°2 000's - - - -

- - - - 055°Zov 065'20¥ - - -

- - - - 000°06Z 000'062 - - -

Z0) 889 ¥5.162 958675 gvz'19 zZ0Z0L 0Sv'LL (6821 1) 68z'98¢ 00067

Z01'889 ¥5.'162 958'6/6 - - - - - -

- - - 116'89 - 115'89 GG1'06 - GGy 96

- - - - - - (c09'71) £O9'EY 000'0S

- - - () 118'8 £18'8 (L 96E'L S68°1

- - - - - - (gsz'vs) 95Z'v) -

- - - {sze)) GZE'L - 592'2 GEL'Z 000G

- - - - - - (662'00) 662'SP | p0o‘sR

- - - - - - (192'2) 192's 000°¢

- - - - - - (998) al6'z 050°2

- - - - - - (165°¢) 16¥'Se 001'ze

- - - - - - (oaL'oL) 09LZ¥ 000'9z

- - - - - - (coL) 001y 000't

{(046'8Ep) G668 59/ Zry 09%' 47 LOE' 0P8 L06'ZL8 #8206 8Le'987 £0'802

- - - - - - LS 1L £1590L 000'GE

- - - - - - {zeo'y) B98'SS 00009

- - - - - - 5¥16 ShL'vZ an0'sl

G6L'E S62'C - Zzl Zzz'e 005'2 {ovt'e) $G5'g 000's

(692'Zh¥) - GO/ 'Zhi {s¥Z's) $£9'6al 628'88L SPE'6L S7E'61 -

- - - 695'05 695'08 000°0€ - - -

- - - {985'02) 986045 Z25°'LBS {1¥z'e) £6.'68 FEQ'EH

{ajqeioaeiun) lenjoy JjaBpng {a|qeionejun) ienyoy 1abpng {atqeioaejun} |enyoy wbpng
ajqeloaey IEIDAR papuawy m_nm._o_._—m.u- _um.-_o:w_.:{
aoueLes FVUBLIBA saleLep

pun4 sjoaloid |enden

pung a2iA1ag Iqeq pund [eiausg

Z00Z ‘L€ Jequsda( pepug Jee) 8y} 104
s8dA | pund |BJUSWLLIBAOS) ||y
|enyoy pue jabpng
aouejeg pund ur sebueyd pue saunjpuadxa ‘senusasy JO JUSWLIIS PEUIqUIOT
IS vepjodosja iy yaejlel ]

188 A JO puy - souejeg pung
leay jo BujuuibBag - souejeqg pung

sainyipuadxy JSAQ
sanuaagy Jo {Aousioya() ssaoxy

sainypuadxy je1o]
adialag jqa(q [ejol
Juawssngwal Jadojaaag
saa) jusbe Bulley
pEEIENT]
|edicuiy
H:BTTN TR Yy
juainy jejo|
Aepno jenden
AosusBuguc)
sallInn
888 s lainsealy Alunon
saa) Bul|lig
BUlO
sigdal pue ssuBUSIUIBIN
saliddns 90110
souensy|
|jeban
wewabeuetis 121081}
upne pue Bupunoooy
JuaLng
‘salnjipuadxy

sonuaAay |10
§68] U0JE8I08] puUE YiBd
JUBLUSSINGLUIE YO
|eiawuiasobisiu|
SUI00U| JUBLWISBALI AN
soueApe tadojaasqg
soxe} diysisumo oynady
saxe} Auadoig

ISBNUAADY




NOTES TO THE FINANCIAL STATEMENTS
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TrailMark Metropolitan District
Noies to the Financial Statements
December 31, 2002

Summary of Significant Accounting Policies

A.

Organization

The TrailMark Metropaolitan District (the "District™), a quasi-municipal corporation, is
governed pursuant to provisions of the Colorado Special District Act. The District is
located in Jefferson County, Colorade, and entirely within the City of Littieton (the "City").
The District was established to finance the consiruction of water, irrigation, sanitary
sewer and drainage systems, park and recreation improvements, street and safety
profection improvements and streetscapes, as well as operation and maintanance of
streetscape.

The amended service plan approved by the City for the District restricts the District as
follows:

» The District shall not levy a property tax mill rate greater than 55 mills of which a
maximum of 47 mills can be used for debt service. The mill levy may be adjusted
to take into account legislative or constitutionally imposed adjustments in =~
assessed value for the method of their calculation from a base of 1998, at any
time.

= Bond proceeds may not be used for operations and maintenance.

» Bonds to be issued are $8.5 million with a repayment pericd not to exceed 30
years from issuance. The bonds shall include a repayment provision that all
amount of principal and interest which have not been repaid within a thirty year
period, from the date of issuance, including those amounts which have accrued,
shali be discharged and forgiven.

» No fees, rates, tolls, penalties or charges for debt service may be imposed until
40 single family residences have been certified for occupancy by the City. The
District may charge a development fee not to exceed $3,000 to be adjusted from
1993 dollars for debt service. |

» Limited sewer service to 854 single family equivalent taps.
» Initiate dissolution of the District at such time as debt is repaid.

The District is dependent on major property owners and developers to provide cash for
operations, capital projects and debt service.

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

Reporting Entity

The District follows the Governmental Accounting Standards Board (“GASB”) accountiing
pronouncements which provide guidance for determining which governmental activities,
organizations and functions should be included within the financial reporiing entity.
GASB pronouncements set forth the financial accountability of a governmental
organization’s elected governing body as the basic criterion for including a possibie
component governmental organization in a primary government's legal entity. Financial
accountability includes, but is not limited to, appointment of a voting majority of the
organization’s governing body, ability to impese its will on the organization, a potential for
the organization to provide specific financial benefits or burdens and fisca! dependency.



TrailMark Metropolitan District
Notes to the Financial Statements
December 31, 2002
{Continued)

Reporting Entity (continued)

The District is not financially accountable for any other organization. The District is not a
somponent unit of any other primary governmental entity.

Fund Accounting

The accounts of the District are organized on the basis of funds or account groups, each
of which is considered & separate accounting entity. Fund types and account groups
used by the District are described below.

(1) Governmental Fund Types

General Fund — The General Fund is the general operating fund of the District. 1t
is used to account for all financial resources except those required to be
accounted for in other funds.

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

Capital Projects Fund — The Capital Projects Fund is used to account for financial
resources fo be used for the acquisition or construction of major capital facilities

{2) Account Groups

General Fixed Assets Account Group — This group of accounts is established to
account for recorded fixed assets of the District.

General Long-Term Debt Account Group — This group of accounts is established
to account for all long-term obligations, including claim liabiiities, of the District.

Basis of Accounting

The modified accrual basis of accounting is followed in the governmental fund types.
Revenue is recorded when susceptible to accrual, i.e., both measurable and available.
Available means collectible within the current period or soon enough thereafter (60 days)
o be used to pay liabilities of the current pericd. The major source of revenue which is
susceptible to accrual is property taxes. Expenditures, other than interest on long-term
obligations are recorded when the liability is incurred or the long-term obligation paid.

Pooled Cash

The District follows the practice of pooling cash and investments of excess funds to
maximize interest earnings. Except when reguired by trust or other agreements, -all cash
is deposited to and dishursed from a single bank account. Cash in excess of immediate
operating requirements is pooled for deposit and investment fiexibility. Investment
earnings are allocated to the participating funds based on each fund’s average equity
balance in pooled cash.

Property

Property is stated at cost except for those assets contributed which are stated at
estimated value at the date of contribution or at the developer's cost. No depreciation ig
provided on general fixed assets. interest incurred during construction is not capitalized
on general fixed assets.



TrailMark Metropolitan District
Noties to the Financial Statements
December 31, 2002
{Continued)

Budgets

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

{1 For the 2002 budget year, prior to August 25, 2001, the County Assessor sent to
the District the assessed valuation of all taxable property within the District's
boundaries. The County Assessor may change the assessed valuation on or
before December 10, only once by a singie notification to the District.

{2) On or before October 15, 2001, the District's Manager 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 Disirict's operating
requirements.

(3) For the 2002 budget, prior to December 15, 2001, the District computed and
certified to the County Commissioners a rate of levy that derived the necessary
property taxes as compuied in the proposed budget.

(4) After a required publication of "Notice of Proposed Budget" and a public hearing,
the District adopted the proposed budget and an appropriating resolution which
legally appropriated expenditures for the upcoming year. The District may
amend the budget upon satisfying notice and hearing requirements.

{5) 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
ievel; b) supplemental appropriations to the extent of revenues in excess of the
estimaied in the budget; ¢) 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
2001 were collecied in 2002 and taxes certified in 2002 will be collected in 2003 by the
District. Taxes are due on January 1st in the year of collection; however, they may be
paid in either one installment (no tater than April 30th} or two equal installments (not later
than February 28th and June 15th) without.interest or penalty. Taxes which are not paid
within the prescribed time bear interest at the rate of one percent (1%) per month until
paid. Unpaid amounts and the accrued interest thereon become delinguent on June
15th.

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

Property taxes, net of estimated uncollectible taxes, are recorded initially as deferred
revenue in the year they are levied and measurabie. The deferred property tax revenues
are recorded as revenue in the year they are availabie or collected.

On January 21, 2003, the District amended the 2002 Debt Service Fund appropriation
from §766,423 to $835,000 and the General Fund appropriation from $183,902 to
$287,000.



TrailMark Metropolitan District
Notes to the Financial Statements
December 31, 2002

{Continued)
H. Encumbrances
Encumbrance accounting (open purchase orders, contracts in process and other
commitments for the expenditures of funds in future periods} is not used by the District for
budget or financial reporting purposes.
l. Reserved Fund Balance
Article X, Section 20 of the Constitution of the State of Colorado requires the District to
establish Emergency Reserves. $8,700 of the General Fund balance has been reserved
in compliance with this requirement.
J. Totals (Memorandum Only)
Total columns on the combined stafements are captioned (Memorandum Only) because
they do not represent consolidated financial information and are presented only to
facilitate financial analysis. Data in these columns do not present financial position or
results of operations, in conformity with generally accepted accounting principles.
Neither is such data comparable to a consolidation. Interfund eliminations have not been
made in the aggregation of this data. :
2, Cash and Investments
A Cash 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
regutators. Amounts on deposit in excess of federal insurance levets must be
collateralized. The eligible coliateral is determined by the PDPA. PDFA aliows 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 of held in
trust. The market value of the collateral must be at least equal to the aggregate
uninsured deposiis.
The difference between the bank and carrying balances is items that had not cleared the
bank at year-end. At December 31, 2002, the District’s cash deposits were entirely
insured and had a bank balance and a carrying balance as foliows:
Bank Carrying
Balance Balance
Cash with County Treasurer $ - 6,462
insured deposits 21,748 15,624
Total $ 21,748 22,086
B. investment Pool

investments in local government investment poois are recorded at fair value and are not
categorized as to level of credit risk because they are not evidenced by securities that
exist in physical or book entry form.



TrailMark Metropolitan District
Notes to the Financial Statements
Pecember 31, 2002
{Continued)

B. Investment Pool (continued)

As of December 31, 2002, the District had $98,029 invested in the Colorado Local
Governmeni Liquid Asset Trust (the “Trust’} 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 the Trust. The Trust
operates similarly to a money market fund and each share is equal in value to $1.00.

The Trust offers shares in two portfolios, COLOTRUST PRIME and COLOTRUST
PLUS+,. Both portfolios may invest in U.S. Treasury securities and repurchase
agreements collateralized by U.S. Treasury securities. COLOTRUST PLUS+ may also
invest in certain obligations of the U.S. government agencies, highest rated commercial
paper and repurchase agreements collateralized by certain obligations of U.S.
government agencies. A designated custodiai bank serves as custodian for the Trust's
portfolios pursuant to a custodian agreement. The custodian acts as safekeeping agent
for the Trust's investment portfolios and provides services as the depository in connection
with direct investments and withdrawals. The custodian’s internal records segregate
investments owned by the Trust.

Property and Infrastructure Improvements

An analysis of the changes in property for the year ended December 31,.2002 follows:

Transfer to
Balance Other Balance
1/1/2002 Additions Goverrment 12/31/2002
Construction in progress $ 5,593,040 201,754 - 5,854,803
Total $ 5,503,049 291,754 - 5,884,803

The District's Service Plan requires the transfer of water lines and assets, when completed, to the
Denver Water Board under the City's total service contract. Sanitation lines and assets are o be
transferred when completed to Ken-Caryl Ranch Water and Sanitation District. Acquired
easements are for the benefit and ownership of these two utilities. Streets are to be transferred
to the City of Littleton for perpetual maintenance and ownership. Certain park and recreation
improvements are to be fransferred to South Suburban Park and Recreation District pursuant to
agreement (see note 8C). Upon final acceptance of the improvements by the accepting
governmental entity, the District will remove the costs from its General Fixed Asset Account
Group. Final acceptance can range from one to five years after completion of construction. The
District is obligated to maintain certain storm drainage and reservoir safety improvements
transferred to the above entities. Offsite waier improvements constructed ior the benefit of the
City of Littleton as required by the Service Plan approved by the City of Littleton, have not been
capitalized. In addition to the above assets, the District was assigned ownership interests ina

- portion of certain water rights by Shea Homes Limited Parinership (the “Developer”) which rights

the District accepted based on their value to the aesthetic integrity of the associated storage
reservoirs within the District. Other entities own portions of the applicable water rights and may
exercise their rights in a manner contrary to the inierests of the District.



TrailMark Metropolitan District
Notes to the Financial Statements
December 31, 2002
(Continued)

4, lLong-Term Obligations

The following is an analysis of the changes in long-term obiigations during 2002:

Balance Balance
1/1/2002 - Additions Retirements 12131/2002
1989 G.O. Bonds $ 7,975,000 - {290,000) 7,685,000

Developer operations and

maintenance funding 134,240 - - 134,240
. Accrued interest 30,262 10,068 - 40,330
Election advance note 863,304 185,634 - 1,048,838
" Accrued interest 86,670 72,911 (49,259) 110,322
- Refunding advance note 525,000 - - 525,000
Accrued interest 16,840 29,400 - 45,249
Project funding advance 909,361 - ] - 809,361
Accrued interest 17,444 68,202 - 85,646
Total $ 10,558,130 366,215 (339,258) 10,585,086

The detail of the outstanding long-term obligations at December 31, 2002 is as foliows:

A.  Series 1999 Bonds

The bonds are term bonds in the amount of $8,500,000 due December 1, 2018, bearing
interest at 5.8% per annum payable semiannually on June 1 and December 1. The
bonds are subject to mandatory redemption as described in the annual debt service
requirements to maturity schedule below. The Series 1999 bonds are subject to optional
redemption annually on December 1, 2006 through December 1, 2018 beginning
December 1, 2006 through May 31, 2007 with a 1.5% redemption premium, June 1, 2007
through November 30, 2007 with a 1% redemption premium, December 1, 2007 through
May 31, 2008 with a .5% redemption premium and June 1, 2008 and thereafter with no
redemption premium.

The bonds are limited tax general obligations of the District, payable from ad valorem
taxes to be imposed, at a total rate not tc exceed 47 mills and specific ownership tax
revenue. The 2002 debt service levy was set at 54.146 mills and includes a one-time mill
levy of 4.115 mills to recapture an abatement and refund of $44,995, and was adjusted
for changes in the residential assessment rate.

The bonds are additionally secured by a Reserve Fund in an amount equal to one-half of
the maximum amount of debt service coming due on the bonds in any year. As of
December 31, 2002, the Reserve Fund was provided by an irrevocable letter of credit
issued by J.F. Shea Co,, Inc., which is the general partner of the Developer, in the
amount of $188,690. The letter of credit expires December 1, 2003 and is renewable at
that time. A Reserve Fund is required until 2 coverage ratio of certain Debt Service
= Fund revenue exceeds 1.20 of the maximum annual debt service requiremeni. The 2002
coverage ratio was approximately 0.91.

The District's abiiity to pay principal of and interest on the bonds when due will be
dependent in part upon the levying of taxes and in part upon certain other sources of
security, including certain funds advanced by J.F. Shea Ce., Inc. pursuant {c agreement
(see Note 4.0} :

10



TrailMark Metropolitan District
Notes to the Financial Statements
; December 31, 2002
i (Continued)

B. Debt Service Reqguirements

The annual debt service requirements to maturity of the bonds are as follows:

Year Principal Interest Total
2003 $ 305,000 445,730 750,730
2004 325,000 428,040 753,040
2005 340,000 409,190 749,180
2006 360,000 389,470 749,470
2007 385,000 368,580 753,520
2008-2012 2,260,000 1,484,800 3,744,800
2013-2017 3,005,000 746,750 3,751,750
2018 705,000 40,890 745,890
s Total $ 7.685,000 4,313,460 11,898,460
C. Debt Authorization

At an election held November 2, 1983, the District’s voters approved an increase of the
District's debt by $4,500,000 in order to fund the construction of certain improvemenis in
the District by the issuance of general obligation bonds or other evidence of
indebtedness. In accordance with a 1998 Service Plan Amendment, the Disfrict was
authorized to issue additional debt. At an election held November 3, 1988, the District's
voters approved a re-authorization and increase of the District’'s 1983 debt to
$10,200,000 for the financing and refinancing of the construction of the District
improvements by the issuance of general obligation bonds, notes, contracts, loan
agreements, or other forms of indebtedness. As of December 31, 2002, the District had
issued $8,500,000 of general obligation bonds. The remaining authorization is reserved
for reimbursement of developer eiection advances.

D. Reimbursement Agreement

The District's revenue is not currently sufficient to pay the costs of operating and
maintaining the District and the debt service requirements of the bonds for several years.
J.F. Shea Co., Inc. and the District entered into a Reimbursement Agreement
(Reimbursement Agreement) under which J.F. Shea Co., Inc. agreed to advance
sufficient funds and to provide a qualifying lefter of credit so that the requirements of the
Reserve Fund will be met for the General Obligation Bonds. The obligation of the Distirict
to repay the amounts advanced by J.F. Shea Co., Inc. under the Reimbursement
Agreement constitutes a limited tax general obligation of the Disfrict but is subordinate to
the Bonds.

An advance which is used fo pay interest or premium on the bonds and all amounts
advanced by Shea for the Reserve Fund shall be referred to as an Election Advance.
The District has altocated its remaining general obligation borrowing authority in the
amount of $1,700,000 to this Reimbursement Agreement for election advances. An
advance which is used to pay principal of the bonds shall be considered a refinancing
and shall be referred to as a Refunding Advance.

1



TrailMark Metropolitan District
Notes to the Financial Statements
December 31, 2002
(Continued)

Reimbursement Agreement {continued)

The District agreed that each Refunding Advance will bear interest at the rate of 5.6% per
annum and that each Election Advance will bear interest at the rate of 7.5% per annum.
The District is to pay to J.F. Shea Co., Inc. from the District's maximum Debt Service Mill
Levy and specific ownership taxes, the amount of each advance and accrued interest
thereon, provided that the District's obligations fo J.F. Shea Co., Inc. are subordinate to
its obligations in connection with the bonds. The District shall not impose development
fees, including without limitation, availability of service or facilities charges, system
development or similar fees, on Shea or any other developer or builder for the purpose of
reimbursing Election Advances and Refunding Advances. Each advance, together with
any accrued but unpaid interest thereon, and interest on the unpaid amount shall be due
in full within twenty years from the date of such advance. To the extent permitied by law,
interest on unpaid advances and unpaid interest shall bear interest at the rate on the
election advance and refunding advance, respectively.

Payments on advances are to be applied first to interest due on election advances,
second to principal due on election advances, third to interest due on refunding advances
and fourth to principal due on refunding advances. During 2002, the District paid $49,250
on the advances, which was applied to the interest on election advances.

Operations and Maintenance Funding

The District recognized operafion and maintenance funding advances from the Developer
in the amount of $12,016 for the year ended December 31, 2002. The advance accrues
interest at a rate of 7.5% annually. It is the Board's intention to repay these advances to
the Developer when and if the funds become available after meeting debt service
obligations related to the 1999 bond issue. If the 1998 Advances are not paid by
December 31, 2028 and the 1299 Advances are not paid by December 31, 2029, such
unpaid amounts shall be discharged and from and after such respective dates, the
Developer shall have no right to receive such amounts and the District shall have no
obligation to pay such amounts. The District's obligation to reimburse the Developer is
subject fo annual budget and appropriation.

Project Funding Agreement

On December 20, 2000, the District and the Developer entered into a project funding
agreement. The Developer has agreed to fund actual costs of consiruction and
instaliation of certain improvements in an amount not fo exceed $2,288,736 plus
negotiation and administration costs. All funds advanced by the Developer are
considered to be a contractual obligation subject to annual appropriation and will be
repaid as foliows: First from the proceeds of any publicly fraded bonds; Second, from a
debt service mill levy of 47 mills and associated specific ownership tax after payment of
the District's ouistanding general obligation bonds and associated Developer advances
(election and refunding advances). Payments made to the Developer shall apply first to
unpaid interest, then to the principal. Developer advances shall accrue simple interest at
the rate of 7.5% from the date of the advance. Until all amounts have been repaid to the
Developer, the Disirict shall not issue any additional bonds without the Developer's prior
written consent. The agreement terminaies on December 31, 2020. The District's
obligation to reimburse the Developer is subject to annual budget and appropriation.
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{Continued)

Related Party Transactions

Three members of the Board of Directors are officers or employees of owners (or affiliated
entities) of property within the District. These members may have conflicts of interest with
respect to certain transactions which come before the Board

Risk Management

The District is exposed to various risks of loss related to torts, thefts of, damage io, or destruction
of assets; errors or omissions; injuries to employees, or acts of God.

The District is one of approximately 289 special districts which are members of the Colorado
Special Districts Property and Liability Pool (“Poal”) as of December 31, 2002. The Pool is an
organization created by intergovernmental agreement to provide property and general liabitity,
automaobile 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
deciared 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 Disfrict pays annual premiums to the Pool for liability, property and public officials’ coverage.
In the event aggregated losses incurred by the Pool exceed amounts recoverable from
reinsurance contracts and funds accumulaied by the Pool, the Pool may require additional
confributions 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 the most current information available of audited financial information for the Pool
as of and for the year ended December 31, 2001 is as follows:

Assets $ 5,292,022
Liabilities $ 2,465,028
Capital and surplus 2,826,094
Total $ 5,202,022
Revenue $ 3,005,391
Underwriting expenses 2,764 957
Underwriting gain 240,434
Investment income 235,141
Dividend (91,682)
Net income $ 383,893

Tax, Spending and Debt Limitations

Arficle X, Section 20 of the Colorado Constitution, referred to as the Taxpayer's Bill of Rights
(“TABOR") contains fax, spending, revenue and debt limiiations which apply to the State of
Colorade and all local governmenis.

Spending and revenue limits are determined based on the prior year's Fiscal Year Spending
adjusted for allowable increases based upon inflation and local growth. Fiscal Year Spending is
generally defined as expenditures plus reserve increases with ceriain exceptions. Revenue in
excess of the Fiscal Year Spending limit must be refunded unless the voters approve retention of
such revenue,
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Notes to the Financial Statements
Pecember 31, 2002
{Continued)

Tax, Spending and Debt Limitatiens (continued)

TABOR requires local governments to establish Emergency Reserves. These reserves must be
at least 3% of Fiscal Year Spending (excluding bonded debt service). Local governments are not
allowed o use the emergency reserves to compensate for economic conditions, revenue
sherifalls, or salary or benefit increases.

At an election on November 2, 1893, the District’s voters approved the collection and spending of
up to $540,000 annually of development fees, and $180,000 annually of capital improvement fees
after the forty-first (41%) certificate of occupancy is issued for single family residences, with both
revenues in excess of any limits imposed by TABOR.

At an election on November 3, 1898, the District's voters approved an increase in District taxes to
$500,000 annually for coverage of operations, maintenance and other expenses without regard o
any spending, revenue-raising or other limitation contained within Article X, Section 20 of the
Colorado Constitution or Section 298-1-301, Colorado Revised Statutes.

The District's management believes it is compliance with the provisions of TABOR. However,
TABOR is complex and subject to interpretation. Many of the provisions, including the
interpretation of how to calculate Fiscal Year Spending limits will require judicial interpretation.

Commitments
A. Intergovernmental Subdivision improvement Agreements

The District has entered into Intergovernmental Subdivision Improvement Agresments
with the City of Littleton in order to prowde infrasfructure improvemenis within the
District’s boundaries.

B. Ken-Caryl Ranch Water and Sanitation District - Intergovernmental Agreement

The land comprising the District has also been included in the kKen-Caryl Ranch Water
and Sanitation District (Ken-Caryl) by agreement. The agreement requires the District to
construct and acquire various facilities and improvements for sanitary sewer service
which shall be conveyed to Ken-Caryl at such time as Ken-Caryl shall require. Upon
acceptance, Ken-Caryl will maintain and operate all sewer facilities and improvements,

C. South Suburban Park and Recreation District Intergovernmental Agreement

On November 11, 1998, the District entered into an agreement with South Suburban Park
and Recreation District (South Suburban) in which the District has agreed to construct or
acquire approximately $1,400,000 of regional recreational improvements. ltis
contemplated that the improvements will have been constructed, conveyed to, and
accepted by South Suburban by December 31, 2003. The District will be responsible for
maintenance of the improvements. South Suburban has agreed to pay the District on
March 1 of each year 90% of all real property tax generated from its operation and
maintenance mill levy coliected from real property located in the District's boundaries
during the previous calendar year for maintenance of the regional improvements. The
financial obligations of the parties are subject to annual review and appropriation. The
agreement is effective for & 15 year period. Local recreational improvements will be
funded, owned and maintained by the District. It is anticipated that the TrailMark Master
Homeowners Association will maintain any of the local recreation landscape
improvements along right of ways.



e

TrailMark Metropolitan District
Notes to the Financial Statements
December 31, 2002
{Continued)

TraiiMark Homeowner's Association, Inc. - Irrigation Agreement

On June 1, 2001, the District entered into an Irrigation Agreement with the TrailMark
Homeowner's Association, Inc. (the "Assaciation”), in which the District agreed fo provide
irrigation water fo the property within the District, including certain property owned by the
Association, and maintain the irrigation equipment, fixtures and lines, including repair and
replacement of same in exchange for the Association's payment of its share of the water,
associated utility costs, and maintenance of the irrigation equipment, fixtures and lines
located within the property owned by the Association, including repair and replacement of
same. The District shall maintain its equipment in 2 manner so as to efficiently and
economically meet its obligations under this Agreement.

TrailMark Homeowner's Association, Inc. - Maintenance Agreement

On September 17, 2001, the District entered into a Maintenance Agreement with the
Association in which the District agreed to perform or contract to have performed the
maintenance, repair and replacement of the landscape improvements within the
boundaries of the District, which includes property owned by the Association, and in
which the Association agreed to pay for a portion of that landscape maintenance costs
attributable to it. The parties agreed to enter into an annual contract for basic monthly
maintenance, repair, and replacement services. In the event of emergency repairs, the
District shall have the authorization to complete these repairs and shall charge the
Association an administrative fee which shall be three percent of the total monthly
amount billed to the Association.

Notice of Claim - Denver Water Board

On or about, February 20, 2002, in accordance with Section 24-10-109, C.R.S,, the
District filed a notice of claim against the Denver Water Board regarding water damage to
TrailMark Parkway (the "Notice"). The damage to TrailMark Parkway was caused by
water leakage fram public water improvements owned, operated and maintained by the
Denver Water Board. The Notice indicated that the damages are estimated to be in
excess of $20,000. The District filed an Amended Notice of Claim (the “Amended
Notice”) with the Denver Water Board on January 9, 2003, providing updated information
concerning the cost of the repairs. The Amended Notice indicates thaf the District
received a hid to repair the damage to the roadway of approximately $35,000. in
addition, the District put the Denver Water Board on notice that it has incurred additional
costs and expenses associated with the damage to the road. The Denver Water Board
has not indicated their response to the District's claim.

Denver Botanic Gardens Reserve Fund

Pursuani to an agreement between the Developer as successor to First City Realty
Investment Corporation, the Association, Denver Botanic Gardens (the "Gardens”), and
the District, entered inio in December 1997, the District has reserved $25,000 for the sole
benefit of the Gardens to be withdrawn by the Gardens to pay the costs of maintenance
work on Ponds A, B, and G and the Stormwater Diversion Siructures not performed by,
but required of the District under the terms of the agreement.
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TrailMark Metropolitan District
Schedule of Debt Service Requirements to Maturity
Pecember 31, 2002

$8,500,000 Limited Tax
General Obligation Bonds

Series 1999
Year Ending Interest Rate 5.8%
December 31, Principal Interest Total

- 2003 305,000 445,730 750,730

2004 325,000 428,040 753,040

2005 340,000 409,190 749,190

2006 360,000 380,470 749,470

2007 385,000 368,590 753,590

: 2008 400,000 346,260 746,260
h 2009 425,000 323,060 748,060
2010 450,000 298,410 748,410

2011 475,000 272,310 747,310

2012 510,000 244,760 754,760

2013 535,000 215,180 750,180

2014 570,000 184,150 754,150

2015 595,000 151,090 746,090

2016 §35,000 116,580 751,580

2017 870,000 79,750 749,750

2018 705,000 40,890 745,890

Total 7,685,000 4,313,460 11,998,460
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