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

CSD)

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

April 6, 2011

The Board of Directors ) o
Aspen Highlands Commercial Metropolitan District

We have audited the accompanying financial statements of the governmental activities and each major fund
of Aspen Highlands Commercial Metropolitan District as of and for the year ended December 31, 2010,
which collectively comprise the District’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of Aspen Highlands Commercial Metropolitan District’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit 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 and each major fund of Aspen Highlands
Commercial Metropolitan District, as of December 31, 2010, and the respective changes in financial position
thereof and the respective budgetary comparison for the General Fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis is not a required part of the basic financial statements but is
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Aspen Highlands Commercial Metropolitan District basic financial statements. The
supplemental information is presented for purposes of additional analysis and is not a required part of the
basic financial statements. The supplemental 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.

Chodiih, AEichineloo, Dasie + Co,, P

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



ASPEN HIGHLANDS COMMERCIAL METROPOLITAN DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2010

The establishment of Aspen Highlands Commercial Metropolitan District (the “District™) was approved by
voters on November 10, 1998 and formally organized by judicial decree on November 23, 1998 for the
purpose of providing certain public infrastructure and municipal services for the benefit of the residents and
property owners within the District. The District is located within the corporate boundary of the City of
Aspen, Colorado, and serves an 83-acre residential and commercial community at the base of the Aspen
Highlands ski area.

The Aspen Highlands Commercial Metropolitan District and the Aspen Highlands Residential Metropolitan
District, by intergovernmental agreement, and for reasons of cost effectiveness, operate as a combined
Metropolitan District with the Commercial District providing and coordinating all operations, maintenance,
and administration for both Districts. The Residential District provides the primary funding for these

services in the form of “intergovernmental service fees,” pursuant to the Regional Facilities Construction
Agreement.

As the managers of Aspen Highlands Commercial Metropolitan District, Beach Resource Management offers
readers of the District’s financial statements this narrative overview and analysis of the District’s financial
activities for the fiscal year ended December 31, 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

The financial statements also include notes that explain some of the information in the financial statements
and provide more detailed data. The statements are followed by a section of supplementary information that
further explains and supports the information in the financial statements and enhances the reader’s
understanding of the financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
District’s finances, in a manner similar to a private-sector business. Current-year to prior-year comparisons
are presented below to help users evaluate the results of the District over the past two years.

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.

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



ASPEN HIGHLANDS COMMERCIAL METROPOLITAN DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2010

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The District, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The District has
one fund that is reported as a governmental fund, which focuses on how money flows into and out of this
fund and the balances left at year-end that are available for spending.

Governmental Fund financial statements are prepared on a modified accrual basis of accounting, which
measures cash and all other financial assets that can readily be converted to cash. The governmental fund

statements provide a short-term view of the District’s general government operations and the basic services it
provides.

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 starting
on page 11 of this report.

THE DISTRICT AS A WHOLE

Statement of Net Assets

The perspective of the Statement of Net Assets is of the District as a whole. Following is a summary of the
District’s net assets for the fiscal year 2010 compared to 2009:

(In Thousands) 2010 2009
ASSETS:
Cash and Other Assets $ 634 $ 475
Capital Assets, Net 5,939 6,218
Total Assets 6,573 6,693
LIABILITIES:
Current and other liabilities 359 368
Total Liabilities 359 368
NET ASSETS:
Invested in Capital Assets 5,939 6,218
Restricted for emergencies 37 36
Unrestricted 238 71
Total Net Assets 3 6,214 $ 6,325




ASPEN HIGHLANDS COMMERCIAL METROPOLITAN DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2010

Net Assets decreased by $111,297, or 1.8% (see page 9 of this report), primarily due to a decrease in net
capital assets of approximately $278,233 (the depreciation amount). This decrease was offset by an increase
in accounts receivable of $188,335 (primarily due to intergovernmental service fees owed but not yet paid by
Aspen Highlands Residential Metro District). In addition, total liabilities decreased from 2009 to 2010 by
$8,237.

Statement of Activities

The Statement of Activities reflects general property taxes and service revenues and the cost of providing

services to the District. The following summary reflects the overall change in net assets for the fiscal year
2010 compared to 2009:

(In Thousands, 2010 2009
REVENLIES:
Property Taxes $ 191 $ 168
Specific Ownership Taxes 5 5
Interest earnings 1 1
Intergovernmental service fees 1,012 1,006
Other fees & charges 16 17
Fines & forfeitures 1 2
Total Revenues 1,226 1,199
EXPENSES:
General Government 394 632
Public Works 348 334
(Snowmelt, Road, & Irrigation Maint.)
Transportation 250 200
Culture and recreation 57 43
Contingency - -
Depreciation 278 275
County Treasurer's Fees 10 8
Total Expenditures 1,337 1,492
Change in Net Assets 3 111 $ 293

FINANCIAL ANALYSIS OF THE DISTRICT’S FUND

As mentioned earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.



ASPEN HIGHLANDS COMMERCIAL METROPOLITAN DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2010

Governmental Fund

For 2010 revenues and expenditures in the Governmental Fund, please see page 9, and also refer to the table
shown on page 4 for a comparison to the prior year. Property tax revenue increased by $23,548, or 14%,
compared to 2009. Intergovernmental service fee revenue in 2010 increased by $5,900, or less than 1%,
compared to 2009. All surplus funds for the Residential and Commercial Districts are considered available
for use by the Commercial District for operations, according to the Regional Facilities Construction
Agreement (intergovernmental service agreement) between the Districts. Total District expenditures
decreased by $158,527 over 2009 (see page 9, which does not include depreciation expense), primarily due
to a reduction in funds expended on the pending GE Johnson litigation.

BUDGET VARIANCES

A summary of budget to actual expenditures for the governmental fund can be found on page 10 of this
report. The District’s total 2010 revenues in the amount of $1,226,165 were greater than budget expectations
of $1,205,535 by $20,630, or 1.8%. Intergovernmental Service Fees from the Residential District were the
primary reason for the revenue surplus, along with fees and charges associated with snowmelt use by the Ritz
Carlton, and use of the District’s street sweeper by other entities. As stated above, all surplus funds for the
Residential and Commercial Districts are considered available for use by the Commercial District for
operations. Expenditures, as a whole, were $232,993, or 18%, less than budgeted, and this is primarily due
to the savings in the GE Johnson litigation expense categories due to the postponement of the pending
litigation. Budget savings were realized in the expense categories of management fees, professional fees,
insurance, office expenses, irrigation & landscape maintenance, intra-village operations, miscellaneous costs,
and contingency. Budget overages occurred in the expense categories of snowmelt system operations (due to
a new boiler burner control system), road and general maintenance (due to streetlight and plaza gate repairs,
and the installation of security cameras along Boomerang Road), small equipment & tools (due to new
batteries for the electric truck, and repairs to the snowblower and electric truck), capital outlay (fire-proofing
of the Boomerang Road emergency structural shoring project), and village parks & trails (replacement and
repair of the plaza benches, and new decorative flags).

CAPITAL ASSETS

The District’s net capital assets decreased by $278,233 as the result of current-year depreciation. Additional
information as well as a detailed classification of the District’s net capital assets can be found in the Notes to
the Financial Statements on page 17 of this report.

REQUEST FOR INFORMATION

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

Aspen Highlands Commercial Metropolitan District Manager
c/o Beach Resource Management, LL.C

711 E. Valley Road, Suite 103

Basait, CO 81621

Telephone: (970) 273-3100

Fax: (970)273-3105



Aspen Highlands Commercial Metropolitan District

STATEMENT OF NET ASSETS
December 31, 2010
Governmental
Activities
ASSETS
Cash and investments $ 97,387
Receivables
Accounts receivable 360,470
Due from county treasurer 435
Property taxes 175,551
Capital assets, net of accumulated depreciation 5,939,575
Total Assets $ 6,573,418
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable $ 159,999
Deposits 23,897
Deferred property taxes 175,551
Total Liabilities 359,447
Net Assets
Invested in capital assets 5,939,575
Restricted for emergencies 36,785
Unrestricted 237,611
Total Net Assets 6,213,971
Total Liabilities and Net Assets $ 6,573,418

The accompanying notes are an integral part of this statement.

-6-



Aspen Highlands Commercial Metropolitan District
STATEMENT OF ACTIVITIES

Year ended December 31, 2010

Program Revenues

Operating Capital Total
Charges for =~ Grantsand  Grantsand Governmental
Function/Programs Expenses Services Contributions Contribution  Activities
Governmental activities:
General government $ 403,990 $ 401,519 §$ - 3 - 3 (2,471)
Public works 626,381 333,995 - - (292,386)
Transportation 249,855 238,714 - - (11,141)
Culture and recreation 57,236 54,684 - - (2,552)
Total governmental activities $ 1,337,462 § 1,028,912 § - 8 - (308,550)
General revenues:

Property taxes 196,470

Interest earnings 783

Total general revenues 197,253
Change in net assets (111,297)

Net assets - beginning 6,325,268

Net assets - ending

The accompanying notes are an integral part of this statement.
-7-
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Aspen Highlands Commercial Metropolitan District

BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2010
Total
Governmental
General Funds
ASSETS
Cash and investments $ 97,387 $ 97,387
Receivables
Accounts receivable 360,470 360,470
Due from county treasurer 435 435
Property taxes 175,551 175,551
Total Assets $ 633,843 $ 633,843
LIABILITIES AND FUND EQUITY
Liabilities
Accounts payable $ 159,999 $ 159,999
Deposits 23,897 23,897
Deferred property taxes 175,551 175,551
Total Liabilities 359,447 359,447
Fund equity
Reserved for emergencies 36,785 36,785
Unreserved 237,611 237,611
Total Fund Equity 274,396 274,396
Total Liabilities and Fund Equity $ 633,843 § 633,843

Fund equity (as reported above) $ 274,396

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 5,939,575

Net assets of governmental activities $ 6,213,971

The accompanying notes are an integral part of this statement.
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Aspen Highlands Commercial Metropolitan District

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

Year ended December 31, 2010

Total
Governmental
General Funds
Revenues
Property taxes $ 191,532 $ 191,532
Specific ownership taxes 4,938 4,938
Fines and forfeitures 1,370 1,370
Intergovernmental service fees 1,012,000 1,012,000
Interest earnings 783 783
Other fees and charges 15,542 15,542
Total revenues 1,226,165 1,226,165
Expenditures
Current
General government 403,990 403,990
Public works 348,148 348,148
Transportation 7 249,855 249,855
Culture and recreation 57,236 57,236
Total expenditures 1,059,229 1,059,229
Excess of Revenues Over
(Under) Expenditures 166,936 166,936
Fund Balance - beginning 107,460 107,460
Fund Balance - ending $ 274,396 $ 274,396
Net Change in Fund Balance (above) $ 166,936
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 and depreciated. This is the amount by
which depreciation exceeded capital outlay in the current period.
($278,233-30) (278,233)

Change in net assets of governmental activities

The accompanying notes are an integral part of this statement.

-9.
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Aspen Highlands Commercial Metropolitan District

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

Year ended December 31, 2010

Variance
Final Favorable
Budget Actual (Unfavorable)
Revenues
Property taxes $ 192,005 $ 191,532 § 473)
Specific ownership taxes 4,800 4,938 138
Fines and forfeitures 2,000 1,370 (630)
Intergovernmental service fees 994,480 1,012,000 17,520
Interest earnings 750 783 33
Other fees and charges 11,500 15,542 4,042
Total revenues 1,205,535 1,226,165 20,630
Expenditures
General government
Management fees 55,000 54,693 307
Professional fees 576,976 321,268 255,708
Treasurer's fees 9,600 9,610 (10)
Insurance 9,750 9,543 207
Office 8,813 8,543 270
Miscellaneous 2,500 333 2,167
Public works
Snowmelt system operations 135,000 155,908 (20,908)
Road and general maintenance 59,000 67,881 (8,881)
Irrigation and landscape maintenance 82,500 81,270 1,230
Small equipment and tools 3,500 6,989 (3,489)
Capital outlay - 36,100 (36,100)
Transportation
Intravillage operations 51,000 48,978 2,022
Transit operations 202,300 200,877 1,423
Culture and recreation
Village parks and trails maintenance 48,925 57,236 (8,311)
Contingency 47,358 - 47,358
Total expenditures 1,292,222 1,059,229 232,993

Excess of Revenues Over
(Under) Expenditures $§  (86,687) $ 166,936 $ 253,623

The accompanying notes are an integral part of this statement.

-10-



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

L.

Organization

The Aspen Highlands Commercial Metropolitan District (the District) was approved by voters on
November 10, 1998 and formally organized by judicial decree on November 23, 1998, pursuant to
provisions set forth in the Colorado Special District Act. The governing body of the District consists
of a five member Board of Directors, which is elected by the registered voters within the District. The
purpose of the District is to provide drainage, street, park and recreation, transportation facilities,
programs and services for the Aspen Highlands Village community.

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

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

Reporting Entity

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

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

Government-wide and Fund Financial Statements

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

-11-



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
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 as invested in capital

assets, restricted for emergencies, and unrestricted.

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.

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.

4. Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. The District currently has one General
Fund, which is a governmental fund.

Governmental Funds

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

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

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

-12-



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
The District has elected to follow Governmental Accounting Standards Board pronouncements.
Therefore, statements issued by the Financial Accounting Standards Board after November 30, 1989,
are not applied.

5. Measurement Focus and Basis of Accounting

Measurement focus refers to whether financial statements measure changes in current resources only
(current financial focus) or changes in both current and long-term resources (long-term economic
focus). Basis of accounting refers to the point at which revenues, expenditures, or expenses are
recognized in the accounts and reported in the financial statements.

Long-Term Economic Focus and Accrual Basis

Governmental activities in the government-wide financial statements use the long-term economic focus
and are presented on the accrual basis of accounting., Revenues are recognized when earmed and
expenses are recognized when incurred, regardless of the timing of the related cash flows.

Current Financial Focus and Modified Accrual Basis

The governmental fund financial statements use the current financial focus and are presented on the
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recorded when susceptible to accrual; i.e., both measurable and available. “Available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current
period. Expenditures are generally recognized when the related liability is incurred. The exception to
this general rule is that principal and interest on long-term debt, if any, is recognized when due.

6. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amount of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

-13-



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

7. Inter-Governmental Service Fees

8.

Quasi-external transactions are accounted for as revenues, expenditures or expenses. In 1999, the
District entered into an agreement with the Aspen Highlands Residential Metropolitan District (the
Residential District) adopting a policy whereby the Commercial District pays for all operational
expenses associated with both Districts and charges the Residential District a service fee for
administering the operations of the Residential District. The service fee is an expenditure for the
Residential District and a revenue for the District.

To the extent that service fees between the District and the Residential District had not been paid or
received as of year-end, balances of intergovernmental amounts receivable or payable are recorded.

The following are the intergovernmental balances as of December 31, 2010:

Due To Due From

Commercial District $ 350,000 $ -
Residential District - 350,000

Stewardship, Compliance, and Accountability

Budgets and Budgetary Accounting

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 budget for the

governmental fund is adopted on a basis consistent with generally accepted accounting principles
(“GAAP”).

As required by Colorado statutes, the District followed the timetable below in approving and enacting a
budget for the ensuing years:

(1) For the 2010 budget year, prior to August 23, 2009, the County Assessor sent the District the
assessed valuation of all taxable property within the District’s boundaries.

(2) On or before October 15, 2009, 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) The Board held a public hearing on the proposed budget and capital program no later than 45
days prior to the close of the fiscal year.

-14 -



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(4) For the 2010 budget, prior to December 15, 2009, 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 2010 budget, the final budget and appropriating resolution was adopted prior to
December 31, 2009.

(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 those estimated in the budget; c) emergency appropriations; and d)
reduction of appropriations for which originally estimated revenues are insufficient.

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

9. Capital Assets

Capital assets are reported in the applicable governmental activities columns in the Government-wide
Financial Statements. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation. The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are completed for amounts of $5,000 or greater.

Depreciation is computed using the straight-line method over estimated useful lives, as follows:
Estimated Lives

Roads 25 to 40 years
Irrigation system 25 years
Furniture and equipment 5 to 25 years
Land improvements 30 years

-15-



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

10. Property Taxes

Property taxes for 2010, collectible in 2011, were certified by the Pitkin County Commissioners before
December 31, 2010. Property taxes attached as an enforceable lien on January 1, 2011 and are due in
total April 30, 2011 or in equal installments February 28, 2011 and June 15, 2011, at the option of the
taxpayer. Property taxes for 2010, collectible in 2011, are shown as property taxes receivable and
deferred revenue on the statement of net assets in the amount of the assessed taxes. The County
Treasurer remits taxes collected monthly to the District.

11. Accounts Receivable

The District considers accounts receivable to be fully collectible. Accordingly, no allowance for
doubtful accounts is required.

NOTE B — CASH AND INVESTMENTS
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 regulators. Amounts on deposit in
excess of federal insurance levels must be collateralized. The eligible collateral is determined by the
PDPA. 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 102% of the aggregate uninsured deposits. As of
December 31, 2010, the District had cash deposits of $71,231, of which 100% was covered by federal
depository insurance.

Investments

Colorado state statutes authorize the District to invest in U.S. Treasury bills, obligations of any other U.S.
agencies, obligations of the World Bank, general obligation bonds of any state or any of their subdivisions,
revenue bonds of any state or any of their subdivisions, bankers acceptance notes, commercial paper,
repurchase agreements, money market funds and guaranteed investment contracts. All investments must be
held by the District, in their name, or in custody of a third party on behalf of the local government.

-16 -



Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE B - CASH AND INVESTMENTS - CONTINUED

The District had invested $31,676 in the Colorado Local Government Liquid Asset Trust, (Colotrust), an
investment vehicle established for local government entities in Colorado to pool surplus funds. Colotrust
operates similarly to a money market fund and each share is equal in value to $1.00. A designated custodial
bank provides safekeeping and depository services to Colotrust in connection with the direct investment
and withdrawal functions of Colotrust. Substantially all securities owned by Colotrust are held by the
Federal Reserve Bank in the account maintained for the custodial bank. The custodian’s internal records
identify the investments owned by Colotrust. Colotrust funds carry a Standard & Poor’s AAAm rating.
There is no custodial, interest rate or foreign currency risk exposure.

NOTE C - CAPITAL ASSETS
A summary of changes in capital assets follows:

Balance Balance
12/31/09 Additions Dispositions 12/31/10

Governmental activities
Capital assets being depreciated

Roads $ 6,359,777 § - 8 - $ 6,359,777

Irrigation System 1,147,694 - - 1,147,694

Furniture and equipment 353,861 - - 353,861

Land improvements 764,259 - - 764,259

Less: accumulated depreciation (2.407.783) (278.233) - (2,686.016)
Capital assets, net $ 6217808 $§ (278233) § - 5,939,575

Depreciation expense was charged to functions/programs as follows:
Public works $ 278233
Total depreciation expense — governmental activities $ 278233

NOTE D - 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, 2010.

NOTE E — RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of

assets; errors and omission; and general liability. The District is a member of the Colorado Special District
Property and Liability Pool (“Pool”) for property and liability insurance.
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Aspen Highlands Commercial Mctropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE E — RISK MANAGEMENT - CONTINUED

The Pool was formed by an intergovernmental agreement to provide public officials, property, general and
automobile liability coverage for claims up to $1,000,000, except if the claim falls within the government
immunity statute, then the coverage is $150,000 per person and a $600,000 aggregate claim. The Pool is
reinsured for 80% of the first $250,000 of all claims and 100% for claims in excess of $250,000. The
District may be required to make additional contributions in the event aggregate losses incurred by the
Pool exceed amounts recoverable from reinsurance contracts. 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.
Any settled claims are not expected to exceed coverage. A summary of audited statutory basis financial
information for the Pool as of and for the year ended December 31, 2009 (the latest audited information
available) is as follows:

Assets $ 30,153,631
Liabilities $11,972,279
Capital and surplus 18,181,352

Total $30,153,631
Revenues $ 10,445,019
Investment income and other 567.933
Total revenue 11,012,952
Expenses 9.533.550
Excess of revenues over expenses $ 1,479,402

NOTE F - RELATED PARTY TRANSACTIONS

The District has the right to request payment from the developer under certain conditions. During the year
ended December 31, 2010, there were no transactions with and there were no outstanding receivables or
payables with the developer as of December 31, 2010.

Two District board members are also members of the Aspen Highlands Village Association (the
Association) board. The District has the right to obtain reimbursement of fees, charges, fines, penalties or
damages of any kind to District facilities, from construction deposits that have been collected by the
Association from each builder. During the year ended December 31, 2010, the Association paid the District
a total of $1,896. As of December 31, 2010, there were outstanding receivable amounts due from the
Association of $8,322. During the year ended December 31, 2010, the District paid the Association a total
of $2,466. As of December 31, 2010 there were no outstanding payable amounts due to the Association.

The District and FiveTrees Metropolitan District entered into an intergovernmental agreement for cost
sharing of the Maroon Creek Road bus service. During the year ended December 31, 2010 FiveTrees
Metropolitan District paid the District a total of $7,839. As of December 31, 2010 there was an outstanding
receivable from the FiveTrees Metropolitan District of $1,723. During the year ended December 31, 2010
the District had expenses to FiveTrees Metropolitan District of $5,116. This amount was still owed to
FiveTrees Metropolitan District as of the year end.
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Aspen Highlands Commercial Metropolitan District
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

NOTE F - RELATED PARTY TRANSACTIONS - CONTINUED

Two District board members are also members of the Aspen Highlands Village Parking and Loading Dock
Facility Association Board. During the year ended December 31, 2010 there were payments made to Aspen
Highlands Village Parking and Loading Dock Association for Aspen Highlands Commercial Metro
District’s share of trash removal costs in the amount of $6,722, with an outstanding payable of $1,846 to
Aspen Highlands Village Parking and Loading Dock Facility Association as of December 31, 2010.
During 2010, Aspen Highlands Village Parking and Loading Dock Facility Association made payments of
$2,775 for the rental of the District’s street sweeper used in the cleaning of Aspen Highlands Village
Parking and Loading Dock Facility Association garage. As of December 31, 2010 there were no
outstanding receivables from Aspen Highlands Village Parking and Loading Dock Facility Association.

NOTE G - 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 of the
prior year, extension of any expiring tax, or tax policy change directly causing a new tax revenue gain to
any local government. 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 or other financial obligation unless adequate present cash reserves are pledged irrevocably and held
for payments in future 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 the fiscal year
spending (excluding bonded debt service) for fiscal years ended after December 31, 1994. At December
31, 2010, a reserve of $36,785 was required.

Under TABOR, the initial base for local government spending and revenue limits is December 31, 1999
fiscal year spending. Future spending and revenue limits are determined based on the prior year’s fiscal
year spending adjusted for inflation in the prior calendar year plus annual local growth. Fiscal year
spending is generally defined as expenditures and reserve increases with certain exceptions. Revenue, if
any, in excess of the fiscal year spending limit must be refunded in the next fiscal year unless voters
approve retention of such revenue.

In 1998 the District’s electorate voted to allow the District to collect, retain and expend revenues
notwithstanding any of TABOR’s restrictions.

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.
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Aspen Highlands Commercial Metropolitan District

SCHEDULE OF ASSESSED VALUATION, MILL LEVY
AND PROPERTY TAXES COLLECTED

December 31, 2010
Prior Year
Calendar Assessed Valuation Percent

Year Ended for Current Year Mills Total Property Taxes Collected
December 31 Property Tax Levy Levied Levied Collected to Levied
2006 $ 4,905,030 34.977 $ 171,563 § 171,193 99.8%
2007 4,858,310  36.565 177,644 177,644 100.0%
2008 5,098,340  33.000 168,245 168,222 99.9%
2009 4,980,330  33.782 168,246 167,984 99.8%
2010 6,223,830  30.850 192,005 191,532 99.8%

2011 5,591,150  31.398 175,551

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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