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Marc, James & Associates, PC
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS

Board of Directors
Castle Rock Downtown Development Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Castle Rock Downtown Development Authority (the “ Authority”), as of and for the
year ended December 31, 2012, which collectively comprise the Authority’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on conducting our
audit in accordance with auditing standards generally accepted in the United States of America as
established by the American Institute of Certified Public Accountants (‘US GAAS”).

We conducted our audit in accordance with US GAAS. Those standards require that we plan and
perform our audit to obtain reasonable assurance about whether these financial statements are free
of material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Authority’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Authority’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting principles used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

1745 Shea Center Drive, Suite 400 1660 Marlands Lane
Highlands Ranch, CO 80129 Minocqua, WI 54548
720/344-4938 715/301-9782

206/888-2716 — fax
www.marcjamescpa.com



Opinions on the Financial Statements

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 the Castle Rock Downtown Development
Authority, as of December 31, 2012, and the respective changes in financial position thereof, and the respective
budgetary comparison for the General Fund, Wedding District Fund and the Rink at the Rock Fund for the year
then ended, in conformity with accounting principles generally accepted in the United States of America.

Other Matters
Supplemental Information

Our audit was conducted with the purpose of forming an opinion on the financial statements of the Castle Rock
Downtown Development Authority taken as a whole. The supplementary information on page 27 is presented for
purposes of additional analysis and is not a required part of the basic financial statements. The supplemental
information is the responsibility of management of the Authority and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. Such information has been
subjected to our auditing procedures applied in the audit of the financial statements and certain other 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 auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the basic financial statements taken as
a whole.

Management’s Discussion and Analysis

The Board of Directors has not presented the Management's Discussion and Analysis information that
governmental accounting principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing information, although not part of the basic financial
statements, is required by the Government Accounting Standards Board, who considers it to be an essential part
of the financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing information.

Highlands Ranch, Colorado
October 11, 2013
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Castle Rock Downtown Development Authority
GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET POSITION
December 31, 2012

Governmental Funds

Wedding Rink at
TIF District the Rock
General Fund Fund Fund Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 140,606 $ 91,140 $ 124,757 $ 110,727 $ 467,230
Accounts receivable 500 - - - 500
Property taxes receivable 121,151 - - - 121,151
Prepaid expenses/deposits - - - 1,520 1,520
Due from other funds 19,277 - - 8,670 27,947
Total current assets 281,534 91,140 124,757 120,917 618,348
NON-CURRENT ASSETS
Capital assets - - - - -
Total assets $ 281,534 $ 91,140 $ 124,757 $ 120,917 $ 618,348
LIABILITIES
Accounts payable $ 13,628 $ 1,101 $ - $ 77,278 $ 92,007
Accrued liabilities 2,670 - - 682 3,352
Notes payable
Due in one year - - - - -
Due beyond one year - - - - -
Deferred revenue 121,151 - 103,894 - 225,045
Due to other funds 8,670 17,244 2,033 - 27,947
Total liabilities 146,119 18,345 105,927 77,960 348,351
FUND BALANCE
Restricted 12,350 - - - 12,350
Committed - - 18,830 - 18,830
Assigned - 72,795 - 42,958 115,753
Unassigned 123,065 - - - 123,065
Total fund balance 135,415 72,795 18,830 42,958 269,998
Total liabilities and
fund balance $ 281,534 $ 91,140 $ 124,757 $ 120,918 $ 618,349

NET POSITION
Investmentin capital assets
Restricted
Unrestricted

-6-
The accompanying notes are an integral part of these statements



Statement

of Net

Adjustments Position

$ - $ 467,230

- 500

- 121,151

- 1,520
(27,947) -

(27,947) 590,401

177,593 177,593

$ 149,646 $ 767,994

$ - $ 92,007

- 3,352

25,000 25,000

192,367 192,367

- 225,045
(27,947) -

189,420 537,771
(12,350) -
(18,830) -
(115,753) -
(123,065) -
(269,998) -

177,593 177,593

12,350 12,350

40,280 40,280

$ 230,223 $ 230,223

-7-
The accompanying notes are an integral part of these statements



Castle Rock Downtown Development Authority

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

Year Ended December 31, 2012

Governmental Funds

Wedding Rink at
TIF District the Rock
General Fund Fund Fund Total
Expenditures/program expenses
Operations
Personnel $ 111,506 $ - $ - $ - $ 111,506
Administration 10,325 969 - 12,069 23,363
Professional services 22,096 - - - 22,096
Programs 76,022 - 28,871 104,893
Marketing 6,585 - - 14,727 21,312
Occupancy 12,742 - 62,731 - 75,473
Depreciation - - - - -
Debt service - 26,025 - - 26,025
Capital outlay 68,193 - - 238,860 307,053
Total expenditures/
program expenses 307,469 26,994 62,731 294,527 691,721
Revenues
Program revenues
Admissions and sponsorships 4,063 - - 77,551 81,614
Grants and donations 124,902 - 62,731 97 187,730
Total program revenues 128,965 - 62,731 77,648 269,344
Net expenditures/program expenses (178,504) (26,994) - (216,879) (422,377)
General revenues
Property taxes 113,359 61,871 - - 175,230
Specific ownership taxes 9,766 - - - 9,766
Other (862) (137) 368 1,887 1,256
Total general revenues 122,263 61,734 368 1,887 186,252

Proceeds from borrowing - - - 174,200 174,200

Excess(defciency) of revenues
over (under) expenditures (56,241) 34,740 368 (40,792) (61,925)
Other financing sources (uses)

Transfers (102,103) - 18,353 83,750 -
Change in fund balance (158,344) 34,740 18,721 42,958 (61,925)
Change in net assets - - - - -
Fund balance/net position

Beginning of the year - restated 293,759 38,055 109 - 331,923

End of the year $ 135,415 $ 72,795 $ 18,830 $ 42,958 $ 269,998

-8-
The accompanying notes are an integral part of these statements



Statement

of
Adjustments Activities

$ - $ 111,506
- 23,363

- 22,096
104,893

- 21,312

- 75,473
14,448 14,448
(25,000) 1,025
(160,546) 146,507
(171,098) 520,623

- 81,614

- 187,730

- 269,344
171,098 (251,279)

- 175,230

- 9,766

- 1,256

- 186,252

(174,200) -

124,656 62,731
124,656 62,731
(127,758) (65,027)
(36,673) 295,250

$ (39,775) $ 230,223

The accompanying notes are an integral part of these statements



Castle Rock Downtown Dewvelopment Authority

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND

Year ended December 31, 2012

Revenues
Property taxes
Specific ownership taxes
Grant and donations
Sponsorships
Other

Total revenues
Expenditures
Operations
Personnel
Administration
Professional senices
Programs
Marketing
Occupancy
Capital Outlay
Total expenditures

Excess(defciency) of revenues
over (under) expenditures

Other financing uses
Transfers

Change in fund balance
Fund Balance
Beginning of the year

End of the year

-10-

Original

Budget Actual Variance
$ 85,704 $ 113,359 $ 27,655
10,000 9,766 (234)
131,835 124,902 (6,933)
- 4,063 4,063

613 (862) (1,475)
228,152 251,228 23,076
108,600 111,506 2,906
9,145 10,325 1,180
24,850 22,096 (2,754)
168,200 76,022 (92,178)
6,540 6,585 45
12,837 12,742 (95)

- 68,193 68,193
330,172 307,469 (22,703)
(102,020) (56,241) 45,779
- (102,103) (102,103)
$(102,020) (158,344) $ (56,324)

293,759
$ 135,415

The accompanying notes are an integral part of these statements



Castle Rock Downtown Development Authority

STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE
BUDGET AND ACTUAL - WEDDING DISTRICT FUND

Year ended December 31, 2012

Original
Budget Actual Variance
Rewvenues
Grant and donations $ 75,468 $ 62,731 (12,737)
Other - 368 368
Total revenues 75,468 63,099 (12,369)
Expenditures
Operations
Occupancy 75,468 62,731 (12,737)
Total expenditures 75,468 62,731 (12,737)
Excessof expenditures over revenues - 368 368
Other financing sources
Transfer in - 18,353 18,353
Change in fuind balance $ - 18,721 $ 18,721
Fund balance
Beginning of the year 109
End of the year $ 18,830

-11-
The accompanying notes are an integral part of these statements



Castle Rock Downtown Development Authority

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - RINK AT THE ROCK FUND

Rewvenues
Admissions and sponsorships
Grants and donations
Other
Total revenues
Expenditures
Operations
Administration
Programs
Marketing
Capital outlay
Total expenditures
Proceeds from borrowing

Excess of expenditures over revenues

Other financing sources
Transfer in

Change in fund balance
Fund balance
Beginning of the year

End of the year

Year ended December 31, 2012

The accompanying notes are an integral part of these statements

Original
Budget Actual Variance
$ 61,030 $ 77,551 $ 16,521
- 97 97
- 1,887 1,887
61,030 79,535 18,505
1,000 12,069 11,069
20,500 28,871 8,371
25,000 14,727 (10,273)
202,626 238,860 36,234
249,126 294,527 45,401
250,000 174,200 (75,800)
61,904 (40,792) (102,696)
75,000 83,750 8,750
$136,904 42,958 $ (93,946)

$ 42,958



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Castle Rock Downtown Development Authority (the “Authority”) conform to
the accounting principles generally accepted in the United States of America (“US GAAP”) as applicable
to governmental entities. The Governmental Accounting Standards Board (“GASB”) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles. The
following is a summary of the more significant policies consistently applied in the preparation of the basic
financial statements of the Authority.

1.

Reporting Entity

The Authority was formed in November 2008, under State of Colorado statutes as a quasi-municipal
corporation, by the voters of downtown Castle Rock, Colorado (“Castle Rock”). The Authority is
governed by a seven-member elected Board of Directors pursuant to the provisions of the Colorado
Special Authority Act and consists of property owners, business owners and representatives of
downtown Castle Rock. The Authority was created to finance, construct and on occasion operate
various public improvements including streetscape projects, sidewalks, street lighting, street furniture,
public parks and places.

As required by US GAAP, these financial statements present the activities of the Authority, which is
legally separate and financially independent of other state and local government entities. The
Authority has no component units as defined by GASB Statement No. 14, The Reporting Entity and
GASB No. 39, Determining Whether Certain Organizations are Component Units.

2. Financial Statement Presentation

The accompanying financial statements are presented per GASB Statement No. 34 — Special Purpose
Governments.

The government—wide financial statements, the Governmental Funds Balance Sheet/Statement of Net
Position and the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund
Balance/Statement of Activities, report information on all of the governmental activities of the Authority.
The Statement of Net Position reports all financial and capital resources of the Authority. The
difference between the assets and liabilities of the Authority is reported as net position.

The Statement of Activities demonstrates the degree to which expenditures/expenses of the
governmental funds are supported by general revenues. For the most part, the effect of any interfund
activity has been from these statements. The Statement of Activities also demonstrates the degree to
which the direct and indirect expenses of a given function or segment are offset by program revenues.
Program revenues include 1) charges to customers or applicants who purchase, use or directly benefits
from goods, services or privileges provided by a given function or segment and 2) grants and donations
that are restricted to meeting the operational or capital requirements of a given function or segment.

Taxes and other items not included among program revenues are reported instead as general
revenues.

The major individual governmental funds are reported as separate columns in the fund financial

statements. As permitted under GASB No. 34, for 2012, the Authority considers all of the Authority’s
funds to be major.

-13-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
3. Measurement Focus and Financial Reporting Framework

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of the related cash flows. Property taxes
are recognized as revenues in the year for which the property taxes are collected.

The governmental fund financial statements are reported using the current financial measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available if the revenues are collectible
within the current period or soon thereafter to pay liabilities of the current period. For that purpose, the
Authority considers revenues to be available if they are expected to be collected within 60 days of the
end of the current fiscal period. Expenditures, other than interest on long-term obligations, are
recorded when the liability is incurred or the long-term obligation is paid.

The Authority reports the following governmental funds:
Governmental Funds

The Authority maintains four individual governmental funds. Information is presented separately in
the governmental fund balance sheets and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the Authority’s governmental funds, all which the
Authority considers to be major funds,

General Fund - The General Fund is the general operating fund of the Authority. It is used to
account for all financial resources not accounted for and reported in another fund.

The Tax Increment Financing (“TIF”) Fund was established by the Authority to provide financing
of certain public improvements.

The Special Revenue Funds account for the proceeds of specific revenue sources that are
restricted or committed for specific purposes other than debt service or capital projects. For 2012,
the Authority had two special revenue funds:

Wedding District Fund — Established in 2011, in collaboration with the Town of Castle Rock
and other community partners, the Authority created the Wedding District Fund to help
promote and finance the expansion of new retail sales and strengthen a variety of existing
downtown Castle Rock businesses through the creation of a regional draw related to the
wedding industry.

Rink at the Rock Fund — During 2012, the Authority created the Rink at the Rock Fund to
develop, operate and maintain a seasonal outdoor ice skating rink in the downtown area.

4. Cash and Cash Equivalents

The Authority considers cash and cash equivalents to include cash on hand, demand deposits and
money market accounts.

-14-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

5.

10.

Fair Value of Financial Instruments

The Authority’s financial instruments include cash and cash equivalents, accounts receivable, and
deferred revenue. The Authority estimates that the fair value of these financial instruments as of
December 31, 2012, do not differ materially from the aggregate carrying values used in the
accompanying financial statements. The carrying amount of these financial instruments
approximates the fair value due to the short maturity of these financial instruments.

Interfund Balances

Activities between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are reflected as “due to/from other funds”. These amounts are eliminated in the
Statement of Net Position.

Use of Estimates

The preparation of financial statements in conformity with US GAAP involves the use of
management’s estimates that affect the reported amounts of assets and liabilities as of the date of the
financial statements, and the reported amounts of revenue and expenses during the reporting period.
These estimates are based upon management’s best judgment, after considering past events and
assumptions about future events. Actual results could differ from those estimates. The Authority has
estimated the useful lives of its depreciable capital assets.

Property Taxes Receivable

Property taxes are levied on December 15 of each year, and attach as an enforceable lien on subject
property as of January 1 of the following year. The property taxes are payable in full on April 30 or if
paid in two installments, due on February 28 and June 15. Property taxes are considered to be
delinquent as of August 1. Douglas County bills and collects the property taxes on behalf of the
Authority and remits the collections, less the Treasurer’s fees, to the Authority on a monthly basis.

As the property taxes result in an enforceable lien on the subject property, in the event the property
taxes are not paid, the subject property will be sold at public auction to collect the delinquent property
taxes. Accordingly, no provision is deemed necessary for uncollected property taxes. As of
December 31, the Authority has recorded the levied property taxes and the related deferred revenue.
Restricted Net Position

The restriction of net assets represents amounts that may not be appropriated or are legally
segregated for a specific purpose.

Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities for the
applicable governmental activities.

-15-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
11. Capital Assets

The Authority’s capital assets are recorded at cost if purchased or constructed. = The Authority’s
capital assets consist of office furniture and equipment, retail space leasehold improvements and
various ice rink equipment and components The Authority has a capitalization policy of $500.
Management of the Authority may opt to capitalize certain items under the $500 threshold.
Depreciation is provided in amounts sufficient to relate the cost of depreciable capital assets to
operations over the estimated useful lives of the assets. Depreciation is provided under the straight-
line method, with estimated service lives of five years to eight years for the office furniture and
equipment, 10 years for the ice rink equipment and components, 5 to 10 years for the Wilcox Street
improvements. Depreciation of the retail space leasehold improvements is provided for over the
initial term of the respective lease.

The cost of normal maintenance and repairs that do not add to the value of, or materially extend the
life of, the related capital asset, are charged to expense as incurred.

12. Recently Issued and Adopted Accounting Pronouncements

In June 2011, the GASB issued Statement 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Revenues and Net Position. GASB 63 provides guidance for
reporting deferred outflows of resources, deferred inflows of resources, and net position in a
Statement of Net Position and the related disclosures. The Statement of Net Assets was renamed
the Statement of Net Position. The provisions of GASB 63 are effective for financial statements for
periods beginning after December 15, 2011. The District adopted GASB 63 in fiscal year 2012.

NOTE B — BUDGETARY ACCOUNTING

Budgets are adopted on a non-GAAP basis for the governmental funds. In accordance with the State
Budget Law of Colorado, the District's Board of Directors holds public hearings in the fall of each year to
approve the budget and appropriate the funds for the ensuing year. The District's Board of Directors can
modify the budget by line item within the total appropriations without notification. The appropriation can
only be modified upon completion of notification and publication requirements. The budget includes each
fund on its basis of accounting unless otherwise indicated. The appropriation is at the total fund
expenditures level and lapses at year end.

State of Colorado Statutes requires a balanced budget. For 2012, the Authority’s General Fund budgeted
expenditures exceeded budgeted revenues by $102,020. The excess of budgeted expenditures over
budgeted revenue was anticipated to be funded by the use of prior year surpluses. In addition for 2012,
the budgeted revenue exceeded the budgeted expenditures for the Rink at the Rock Fund. The resulting
budgeted surplus was anticipated to be used in future years.

-16-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE C — CASH AND INVESTMENTS

The Colorado Public Deposit Protection Act (“PDPA”) requires that all units of local government deposit
cash in eligible public depositories. State regulators determine the eligibility. Amounts on deposit in
excess of the Federal Deposit Insurance Corporation (“FDIC”) insurance levels must be collateralized.
The eligible collateral is determined by the PDPA. The PDPA allows institutions to create a single
collateral pool for all public funds. The pool is to be maintained by another institution, or held in trust for
all uninsured public deposits. The market value of the collateral must be equal to 102% of the aggregate
uninsured public deposits.

As of December 31, 2012, all of the Authority’s deposits were either insured by the FDIC or held in
eligible depositories.

NOTE D — CAPITAL ASSETS

The changes in the Authority’s capital assets for the year ended December 31, 2012 are as follows:

Balance Balance
December 31, December 31,
2011 Additions Disposals 2012
Capital assets
Furniture and equipment $ 26,324 $ - $ - $ 26,324
Wilcox Street improvements - 62,578 - 62.578
Ice rink site improvements - 63,815 63,815
Ice rink equipment - 34,153 - 34,153
Retail space leasehold
improvements 22,000 - - 22,000
Total 42,324 160,546 - 202,870
Accumulated depreciation
Furniture and equipment (9,051) (4,648) - (13,699)
Wilcox Street improvements - (3,650) - (3,650)
Ice rink site improvements - (532) (532)
Ice rink equipment - (285) - (285)
Retail space leasehold
improvements (1,778) (5,333) - (7,111)
Total (10,929) (14,448) - (25,277)
Net capital assets $ 31,495 $ 146,098 $ - $ 177,593

The depreciation expense for 2012 is considered to be all associated with the operation of the Authority and
its programs.

-17-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE E — FUND BALANCE/NET POSITION

Fund Balance

The Authority utilizes the fund balance presentation as required under GASB Statement No. 54, Fund

Balance Reporting and Governmental Fund Type Definitions.

Fund balances are categorized as non-

spendable, restricted, committed, assigned or unassigned.

Non-spendable — represents amounts that cannot be spent because they are either in non-
spendable form or legally required to remain intact,

Restricted — represents amounts with external constraints placed on the use of these resources
or imposed by enabling legislation,

Committed — represents amounts that can only be used for specific purposes imposed by a
formal action of the Authority’s highest level of decision-making authority, the Authority’s Board of
Directors. Committed resources cannot be used for any other purpose unless the Authority’s
Board of Directors removes or changes the specific use by the same type of action used to
commit those amounts, either by resolution or by ordinance,

Assigned — represents amounts that the Authority intends to use for specific purposes as
expressed by the Authority’s Board of Directors or an Authority official delegated the authority to
assign amounts,

Unassigned — represents the residual classification for the general fund or deficit balances in
other funds, as applicable.

Amounts are considered to have been spent when an expenditure is incurred for purposes for which both
restricted and unrestricted (committed, assigned, or unassigned) amounts are available.
amounts are considered to have been spent when an expenditure is incurred for purposes for which
amounts in any of these unrestricted fund balances classifications could be used.

Unrestricted

As of December 31, 2012, the Authority’s governmental funds fund balances consisted of the following:

Wedding
General TIF Authority Rink at the Total
Fund Fund Fund Rock Fund
Fund balances:
Restricted
TABOR reserve 12,350 $ - $ - $ - $ 12,350
Committed
Retail space leases - - 18,830 - 18,830
Assigned
Debt service - 72,795 - - 72,795
Rink at the Rock - - - 42,958 42,958
Unassigned 123,065 - - - 123,065
Total fund balances 135,415 $ 72,795 $ 18,830 $ 42958 $ 269,998

-18-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE E — FUND BALANCE/NET POSITION - continued
Net Position

Net Position represents the difference between assets and liabilities. The District reports three categories
of net position, as follows:

Net investment in capital assets — consists of net capital assets, reduced by outstanding balances of
any related debt obligations and deferred inflows of resources attributable to the acquisition,
construction, or improvement of those assets and increased by balances of deferred outflows or
resources related to those assets.

Restricted net position — net position is considered restricted if their use is constrained to a particular
purpose. Restrictions are imposed by external organizations such as federal or state laws.
Restricted net position is reduced by liabilities and deferred inflows of resources related to the
restricted assets.

Unrestricted net position — consists of all other net position that does not meet the definition of the
above two components and is available for general use by the District.

When an expense is incurred for purposes for which both restricted and unrestricted net positions are
available, the District will use the most restrictive net position first.

NOTE F - COMMITMENTS
Retail Space Commercial Leases
611 North Wilcox Street
In September 2011, the Authority entered into a lease for retail space associated with the operations of
the Wedding District Fund. The lease commencement date was September 1, 2011 for a period of 36

months, terminating August 31, 2014. Under the terms of the lease, the lease requires monthly base
lease payments as follows:

September 1, 2011 to August 31, 2012 $ 3,343
September 1, 2012 to August 31, 2013 3,403
September 1, 2013 to August 31, 2014 3,462

In addition to the base lease payment, the Authority shall pay in monthly installments, an “Additional
Rent”’, amount equal to the pro-rata share of the Lessor's operating expenses as defined in the lease
agreement. It is estimated that the cost of the Additional Rent will equal $2,035 per month.

-19-



Castle Rock Downtown Development Authority
NOTES TO FINANCIAL STATEMENTS

December 31, 2012

NOTE F — COMMITMENTS - continued
Retail Space Commercial Leases- continued
399 Perry Street, Suite 100
In February 2012, the Authority entered into a lease for retail space associated with the operations of the
Wedding District Fund. The lease commencement date was February 1, 2012 for a period of 36 months,

terminating January 31, 2015. Under the terms of the lease, the lease requires monthly base lease
payments as follows:

February 1, 2012 to January 31, 2013 $ 2,033
February 1, 2013 to January 31, 2014 2,106
February 1, 2014 to January 31, 2015 2,178

In addition to the base lease payment, the Authority shall pay in monthly installments, an “Additional
Rent”, amount equal to the pro-rata share of the Lessor's operating expenses as defined in the lease
agreement. It is estimated that the cost of the Additional Rent will equal $1,187 per month.

In addition, the Authority received a promissory note from the sublessee in the amount of $14,244 as
security for the payment of the additional rent for the first year of the sublease. The promissory note
expired on January 31, 2013.

Based upon the stated monthly base lease rental payment and the estimated Additional Rent, the future
minimum lease rental payments for both leases are as follows:

Year ended December 31,

2013 $ 104,934
2014 84,290
2015 3,365

$ 192,590

The future minimum lease rental payments may vary in future years depending on the actual Additional
Rent.

Subleases
The Authority subsequently has entered into subleases for the retail space for term equal to the primary
lease. Under the terms of the subleases, the Sublessees shall pay to the Authority an annual lease rent

of $1 and the Additional Rent. The future minimum sublease rental payments are as follows:

Year ended December 31,

2012 $ 38,660
2013 30,520
2014 1,187

$ 70,367

For 2012, the Subleassees paid the Additional Rent directly to the respective Lessors.
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Castle Rock Downtown Development Authority
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December 31, 2012

NOTE F — COMMITMENTS - continued
Staff Services Agreement

The Authority entered into an agreement with the Castle Rock Economic Development Council
(“CREDC”) on September 1, 2011 under which the CREDC agrees to provide staff services, including the
function of the position of Executive Director of the Authority. The term of the agreement is for 12 months
from the date of execution of the agreement and may be terminated earlier by either party upon sixty days
notice. Subject to an appropriation, the agreement renews automatically on January 1 of each calendar
year. Under the terms of the agreement, the Authority shall pay the CREDC $6,250 per month.

Office Space Lease

In 2010, the Authority and the CREDC agreed to mutually negotiate and enter into a commercial office
lease (“Mutual Lease”) as joint tenants. The office space lease is for the period March 1, 2010 through
December 31, 2014, subject to annual appropriation and Authority Board of Directors approval. Under
the Mutual Lease, the monthly lease payment is to be allocated 60% to the CREDC and 40% to the
Authority. Assuming an annual appropriation and Authority Board of Director approval, the future
minimum lease payments to be allocated to the Authority are as follows:

Year ended December 31,

2013 $ 13,974
2014 16,600
$ 30,574

Ice Rink Roof Lease

In connection with the operation of the seasonal ice rink, the Authority entered into a lease agreement
under which the Authority leased a 60’ x 112’ roof and related accessories located at the ice rink site.
The lease commencement date was October 1, 2012 for a period of 24 months, terminating September
30, 2015. Under the terms of the lease, the monthly lease payment is $3,613. At the conclusion of the
lease period, the Authority has the option to purchase the structure and accessories for $86,712.

The future minimum lease payments are as follows:

Year ended December 31,

2013 $ 43,356
2014 32,517
$ 75,873

NOTE G — RELATED PARTY TRANSACTIONS
Intergovernmental Agreements — Town of Castle Rock, Colorado (“the “Town”)
Board of Directors

A member of the Town Council of the Town serves as a member of the Authority’s Board of Directors.
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NOTE G — RELATED PARTY TRANSACTIONS - continued
Operational Funding

The Authority and the Town entered into an annual agreement under which the Town provided a
matching grant to the Authority equal to the Authority’s 3-mill property tax up to $153,000. The Authority
is allowed to use the Town matching grant for the realization of the Downtown Plan of Development
through its programs and priorities as defined in the agreement.

Under the agreement for 2012, the Authority received a matching grant in the amount of $124,902. The
agreement was extended for 2013 and the Authority received a matching grant in 2013 in the amount
$121,151.

Mid-Block Crossing Construction Repayment Agreement

In 2010, the Authority and the Town entered a Mid-Block Crosswalk Construction/Repayment Agreement
(“Mid-Block Agreement”) under which the Town agreed to advance the Authority funds for the
construction of a mid-block crossing on Wilcox Street in downtown Castle Rock. Under the terms of the
Mid-Block Agreement, the Authority is to pay up to $25,000, plus interest, to the Town on September 30
of each succeeding year based upon the availability of TIF revenues and subject to annual appropriation
by the Authority Board of Directors. Notwithstanding the availability of TIF revenues, the advanced funds
must be repaid, plus interest, to the Town no later than September 30, 2014.

As defined in the Mid-Block Agreement, the interest on each payment is to be calculated on the currently
applicable interest rate charged by the Town for internal loan purposes. As the rate cannot be
determined until such time a payment is made, accrued interest is not reflected as of December 31, 2012.

The changes in the Mid-Block Agreement for the year ended December 31, 2012 are as follows:

Balance Balance
December 31, December 31, Due in
2011 Borrowings Payments 2011 One Year
$ 68,167 $ - $ 25,000 $ 43,167 $ 25,000

The anticipated future minimum payments, excluding interest, are as follows:

Year ended December 31,

2013 $ 25,000
2014 18,167
$ 68,167
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NOTE G — RELATED PARTY TRANSACTIONS - continued
Rink at the Rock Loan Agreement

In August 2012, the Authority and the Town entered into a Loan Agreement under which the Town agreed
to loan the Authority up to $300,000 to develop and seasonally operate and maintain a public ice rink in
the downtown area. All disbursements under the Loan Agreement must be completed by September 30,
2013.

Under the terms of the Loan Agreement, the loan is payable in 10 equal annual principal installments. If
the loan amount is less than the $300,000 maximum, the annual installment payments will be 10% of the
amount drawn under the Loan Agreement. Interest shall accrue on the outstanding balance of the loan at
a variable rate per annum equal to the Town’s inter-fund borrowing rate as defined in the Loan
Agreement, in effect on the anniversary date of the loan agreement plus 50 basis points, but not to
exceed 3.0% per annum. The first installment of principal and interest shall be payable on December 30,
2014, with successive annual installments due each subsequent December 30.

The activity related to the Loan Agreement for the year ended December 31, 2012 is as follows:

Balance Balance
December 31, December 31, Due in
2011 Borrowings Payments 2011 One Year
$ - $ 174,200 $ - $ 174200 $ -

Subsequent to December 31, 2012, the Authority received additional draws totaling $85,994 and as of
September 30, 2013, the outstanding balance totaled $260,194

The anticipated future minimum payments based upon the final amount above, excluding interest, are as
follows:

Year ended December 31,

2013 $ -
2014 26,019
2015 26,019
2016 26,019
2017 26,019
2018 to 2022 130,099
2023 26,019
$ 260,194
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NOTE H — TAX, SPENDING AND DEBT LIMITATIONS

Article X, Section 20 of the Colorado Constitution, commonly known as the Taxpayer’s Bill of Rights
(“TABOR”), contains tax, spending and debt limitations which apply to the State of Colorado and all local
governments.

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 to use
the emergency reserves to compensate for economic conditions, revenue shortfalls, or salary or benefit
increases.

The Authority’s management believes it is in compliance with the provisions of TABOR. However,
TABOR is complex and subject to interpretation. Many of the provisions, including the calculation of the
fiscal year spending limits will require judicial interpretation.

NOTE | - CONCENTRATIONS

During 2012, the Authority derived 22% of its revenue from grants and donations, 30% of its revenue from
real estate property taxes, personal property taxes and specific ownership taxes (auto registrations) and
30% of its revenue from borrowing for the governmental fund financial statements.

NOTE J — RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft, damage to, or destruction of assets;
errors or omissions; injuries to volunteers; or acts of God for which the Authority carries commercial
insurance. The Authority’s claims have not exceeded its coverage during the preceding three years.

NOTE K - RESTATEMENT WEDDING DISTRICT FUND BALANCE/NET POSITION

The beginning fund balance/net position of the Wedding District was restated to reflect the residual
balance of the grant funds received in 2011 from the Town of Castle Rock as of December 31, 2011 as
deferred revenue. The proceeds of the 2011 grant are to be used to make the retail space lease
payments over the term of the respective retail space leases to the extent available. The beginning fund
balance/net position was reduced by $166.624.
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NOTE L — RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Governmental Funds Balance Sheets/Statement of Net Position includes an adjustments column
which reconciles the differences between the government-wide and fund financial statements as follows:

Capital assets reflected in the Statement of Net Position are
not financial resources in the governmental funds and
accordingly are not reported in the governmental funds. $ 177,593

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the governmental
funds. 217,367

The Statements of Governmental Funds Revenue, Expenditures and Changes in Fund
Balance/Statement of Net Activities includes an adjustment column which reconciles the differences
between the government-wide and fund financial statements as follows:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities these expenditures
are not reflected and as described above, these
expenditures are reflected on the Statement of Net Position. $ 160,546

Governmental funds reflect the proceeds from borrowings
as revenue. However, the borrowings are reflected as debt
on the Statement of Net Position. 174,200

The principal repayment of debt is reflected as an
expenditure for the governmental funds. However, the
principal repayment is reflected as a reduction of the debt on
the Statement of Net Position. 25,000

Depreciation expense on Capital Assets is reported in the
Statement of Activities. However, it does not use current
financial resources, as such, depreciation expense is not
recorded as an expenditure in the governmental funds 14,448

NOTE L - MANAGEMENT’S EVALUATION OF SUBSEQUENT EVENTS

The preparation of the Authority’s financial statements and accompanying footnotes in conformity with US
GAAP requires management of the Authority to evaluate transactions and events subsequent to the
balance sheet date involving the Authority. Management has evaluated the subsequent transactions and
events of the Authority through October 11, 2013, which is the date the financial statements and
accompanying footnotes were available for issuance.
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Castle Rock Downtown Dewvelopment Authority

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE
BUDGET AND ACTUAL - TIF FUND

Year ended December 31, 2012

Original
Budget Actual Variance
Revenues
Property taxes $ 46,149 $ 61,871 $ 15,722
Other - (137) (137)
Total revenues 46,149 61,734 15,585
Expenditures
Operations
Administration - 969 969
Debit senice 26,500 26,025 (475)
Total expenditures 26,500 26,994 494
Change in fund balance $ 19,649 34,740 $ 15,091
Fund balance
Beginning of the year 38,055
End of the year $ 72,795
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