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HAMBLIN AND AsSOCIATES, LLC

Certified Public Accountants
Member of the American Institute of Cerlified Public Accountants

23720 Pondview Place
Golden, CO 80401 (303) 694-2727

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Board of Trustees
Town of Rico, Colorado

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Rico, Colorado as
of and for the year ended December 31, 2017, and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’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 entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Town of Rico, as of December 31, 2017, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.



Emphasis of Matter

As discussed in Note 12 to the financial statements, the Town has adopted new accounting guidance as
required by Governmental Accounting Standards Board Statement No. 68, Accounting and Financial
Reporting for Pensions—an amendment of GASB Statement No. 27, and Governmental Accounting
Standards Board Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date—an amendment of GASB Statement No. 68. Our opinion is not modified with respect to
these matters.

Other Matters

Required Supplementary Information

Management has elected to omit the management's discussion and analysis that 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 a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that the genera! and major
special revenue fund budgetary comparison information and pension schedules, as listed in the table of
contents, be presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Rico’s financial statements as a whole. The other supplementary information, as shown
in the table of contents, is presented for purposes of additional analysis, and is not a required part of the basic
financial statements.

The other supplementary information is the responsibility of management 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 the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the other supplementary information is fairly stated in all material
respects in relation to the financial statements as a whole.

71‘2:::5&:1. and a;zmoa'am
Golden, Colorado
May 17,2018
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ASSETS

CURRENT ASSETS
Cash and equivalents
Taxes receivable
Accounts receivable

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT
Total Fixed Assets
Less Accumulated Depreciation

NET PROPERTY AND EQUIPMENT

TOTAL ASSETS

TOWN OF RICO, COLORADO

STATEMENT OF NET POSITION

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows because of pensions

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

CURRENT LIABILITIES

Accounts payable and other liabilities

Accrued payroll

Current portion - Notes Payable
Current Portion - Bonds Payable
Net pension liability

TOTAL CURRENT LIABILITIES

DEFERRED INFLOWS OF RESOURCES

Unavailable property tax

Deferred inflows because of pensions
Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Restricted for Emergencies
Restricted, Other
Unrestricted

TOTAL NET POSITION

December 31, 2017
Business -
Governmental Type
Activities Activities Total

S 1,151,690 $ 652358 $ 1,804,048

111,334 21,362 132,696

- 11,728 11,728

1,263,024 685,448 1,948,472

1,832,687 3,411,066 5,243,753
(563,574) {480,545) (1,044,119)

1,269,113 2,930,521 4,199,634

2,532,137 3,615,969 6,148,106

59,152 - 59,152

- 698 698

1,640 - 1,640

- 2,413 2413

- 2,000 2,000

246,747 - 246,747

248,387 5111 253,498

111,334 21,362 132,696

714 - 714

112,048 21,362 133,410

1,515,860 2,926,108 4,441,968

14,309 - 14,309

31,858 4,413 36,271

668,827 658,975 1,327,802

h) 2,230,854 § 3,589,496 $ 5,820,350

The accompanying notes are an integral part of the financial statements,
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TOWN OF RICO, COLORADO

BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2017
NON-MAJOR
GOVERMENTAL
GENERAL STREET FUNDS TOTAL
ASSETS
Cash and equivalents $ 907,646 $ 122,288 121,756 § 1,151,690
Accounts receivable - - - -
Property taxes receivable 101,653 9,681 - 111,334
TOTAL ASSETS $ 1,009.299 $ 131,969 $ 121,756 $ 1,263,024
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCE
LIABILITIES
Accounts payable $ - 5 - $ - 3 -
Payvroll related liabilities 1,640 - - 1,640
TOTAL LIABILITIES 1,640 - - 1,640
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 101,653 9,681 - 111,334
FUND BALANCE
Restricted for TABOR 14,309 - - 14,309
Restricted, Other - - 31,858 31,858
Committed - 122,288 89,898 212,186
Unassigned 891,697 - - 891,697
TOTAL FUND BALANCE 906,006 122,288 121,756 1,150,050
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCE § 1,009,299 § 131,969 $ 121,756 $ 1,263,024
Total Fund Balance of Governmental Funds $ 1,150,050
Net pension liability, deferred inflows and outflows of resources are not current resources and not included in the funds:
Net pension liability (246,747}
Deferred outflows of resources because of pensions 59,152
Deferred inflows of resources because of pensions (714)

Capital assets used in governmental activities are not resources and are not reporied in the funds:

Capital Assets 1,832,687
Accumulated Depreciation (563,574)

TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES § 2,230,854

The accompanying notes are an integral part of the financial statemens,
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TOWN OF RICO, COLORADO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

Year Ended December 31, 2017

NON-MAJOR
GOVERNMENTAL
GENERAL STREET FUNDS TOTAL
REVENUES
Taxes:
Property Tax £ 74,164 $ 10,143 5 - 84,307
Sales Tax 38,099 7.262 7,264 72,625
Other 3,743 33,452 2,247 39,442
Intergovernmental 33,675 - - 33,675
General government 144,771 6,000 - 150,771
Lottery Proceeds - - 2,507 2.507
Interest 545 63 43 633
Special Projects 63,028 - 29,000 92,028
Miscellaneous 964 - - 964
TOTAL REVENUES 378,989 56,922 41,061 476,972
EXPENDITURES
General Government 308,306 - - 308,306
Public Works - 81,293 - 81,293
Culture and Recreation 63,465 - 29,191 92 656
TOTAL EXPENDITURES 371,771 81,293 29,191 482,255
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 7,218 (24,371} 11,870 (5,283)
FUND BALANCE, Beginning 898,788 146,659 109,886 1,155,333
FUND BALANCE, Ending $ 906,006 $ 122,288 5 121,756 $ 1.150,050
Net Change in Fund Balances - Total Governmental Funds h) (5.283)
Amounts Reported {or Governmental Activities in the Statement of Activities are DifTerent Because:
Other changes for capital assets - capital assets changes are not recorded in governmental funds. 29,681
Depreciation expense is not recorded in governmental funds. (25,525)
Change in Net Position - Governmental Activities 5 (127

The accompanying notes are an integral part of the financial statements.
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TOWN OF RICO, COLORADO

STATEMENT OF NET POSITION
ENTERPRISE FUNDS

December 31, 2017
WATER SEWER TOTAL
ASSETS
CURRENT ASSETS
Cash $ 450,026 $ 202332 8 652,358
Receivables 11,728 - 11,728
Taxes receivable - 21,362 21,362
TOTAL CURRENT ASSETS 461,754 223,694 685,448
FIXED ASSETS
Land & Improvement 3,362,553 - 3,362,553
Buildings 48,513 - 48,513
Total Fixed Assets 3,411,066 - 3,411,066
Less: accumulated depreciation (480,545) - (480,545)
NET FIXED ASSETS 2,930,521 - 2,930,521
TOTAL ASSETS 3,392,275 223,694 3,615,969
LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION
CURRENT LIABILITIES
Accounts payable 698 - 698
Current portion of long-term debt;
Bonds payable 2,000 - 2,000
Notes payable 2,413 - 2,413
TOTAL CURRENT LIABILITIES 5,111 - 5111
DEFERRED INFLOWS OF RESOQURCES
Unavailable revenue - property taxes - 21,362 21,362
NET POSITION
Net investment in capital assets 2,926,108 - 2,926,108
Restricted for debt service 4413 - 4,413
Unrestricted 456,643 202,332 658,975
TOTAL NET POSITION $ 3,387,164 $ 202,332 $ 3,589,496

The accompanying notes are an integral part of the financial statements.
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TOWN OF RICO, COLORADO

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION -

ENTERPRISE FUNDS

Year Ended December 31, 2017

OPERATING REVENUES
Charges to customers
Other

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Salaries
Employee Benefits - Life
Auditor
Repairs and maintenance
Insurance
Supplies
Water samples
Electric
Propane
Dolores Water Conservancy
Miscellaneous
Treasurers fees
Interest expense
Depreciation expense

TOTAL OPERATING EXPENSES
NET INCOME (LOSS) FROM OPERATIONS

NON-OPERATING REVENUE (EXPENSE)
Interest revenue
Property taxes
Specific ownership taxes

TOTAL NON-OPERATING REVENUE
CHANGE IN NET POSITION

NET POSITION, Beginning

NET POSITION, Ending

WATER SEWER TOTAL
§ 136912 S - % 136912
1,400 - 1,400
138,312 - 138,312
60,127 - 60,127
214 - 214
2,095 2,095 4,190
13,941 - 13,941
3,553 - 3,553
17,571 - 17,571
3,565 - 3,565
5,779 - 5,779
1,100 - 1.100
2,700 - 2,700
284 - 284

) 446 446

248 - 248
65,102 - 65,102
213,279 2,541 215,820
(74,967) (2.541) (77,508)
898 98 996

- 22,382 22,382

. 824 824

898 23,304 24,202
(74,069) 20,763 (53,306)
3,461,233 181,569 3,642,802
$ 3387064 § 202332  $ 3,589,496

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



TOWN OF RICO, COLORADO

STATEMENT OF CASH FLOWS

ENTERPRISE FUNDS

Year Ended December 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash paid for expenses and employees

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Principal payments
Interest
Grants
Property Taxes
Specific Ownership Taxes
NET CASH PROVIDED (USED) BY CAPITAL
AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest carned

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of Year
CASH AND CASH EQUIVALENTS, End of Year

RECONCILIATION OF OPERATING INCOME (L.OSS) TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Operating income (loss)

ADJUSTMENTS TO RECONCILE
OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Depreciation
Changes in assets and liabilities:
{Increase) decrease in:
Accounts receivable
{Decrease) increase in:
Accounts pavable

Total adjustments

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

WATER SEWER
FUND FUND TOTAL
$ 127849 § - §  127.849
(135.280) (2.541) {137.821)
(7.431) (2.541) (9,972)
(4.389) - {4.389)
(248) 5 (248)

- 22,382 22,382

- 824 824

(4.637) 23.206 18,569
898 98 996
(11,170) 20,763 9,593
461,196 181,569 642.765
§ 450,026 § 202332 § 652,358
$  (74967) $  (2541) §  (77.508)
65,102 . 65,102
(9,063) i (9,063)
11,497 - 11,497
67.536 : 67.536

$  (7431) $ (2541 §  (9.972)

The accompanying notes are an integral part of the financial statements.
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TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Rico, Colorado (the Town) have been prepared in
conformity with accounting principles generally accepted in the United States of America
(GAAP) as applied to government 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 Town’s accounting policies are
described below.

A. Definition of the Reporting Entity

The Town of Rico, Colorado was incorporated in October 11, 1897 in Dolores County, and
is governed by a seven member elected Board of Trustees. As required by generally accepted
accounting principles, these financial statements present the activities of the Town, which is
legally separate and financially independent of other state and local governments.

The Town provides general government, public works (road and streets), water, sewer, and
parks and recreation for the geographical area organized as the Town of Rico, Colorado. The
Town contracts with the County for police protection. The Rico Fire Protection District (not
a component unit) provides fire protection.

B. Fund Accounting

The government-wide financial statement (i.e., the statement of net position and the
statement of activities) reports information on all of the activities of the Town. For the most
part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes, charges for services, and
intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on user charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those clearly
identifiable with a specific function or segment. Program revenues include: (1) charges to
those who purchase, use, or directly benefit from goods, services, or privileges provided by a
given function or segment and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items
not properly included among program revenues are reported instead as general revenues.

C. Fund Financial Statements

The accounts of the Town are organized on the basis of funds and account groups, each of
which is considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund
equity, revenues and expenditures, or expenses, as appropriate. Government resources are
allocated to, and accounted for, in individual funds based upon the purposes for which they
are to be spent and the means by which spending activities are controlled.

10



TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Fund Financial Statements (Continued)

All governmental funds are accounted for on a flow of current financial resources basis.
Balance sheets for these funds generally include only current assets and current liabilities.
Reported fund balances are considered a measure of available, spendable resources.
Operating statements for these funds present a summary of available, spendable resources
and expenditures for the period.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements.
The Town reports two major governmental funds:
» The General Fund is the Town’s primary operating fund. It accounts for the general
operations of the Town, which includes the following departments: Legislative, Judicial,

Administration, Public Safety-Police, Community Development and Public Works.

» The Street Fund accounts for expenditures designated for streets and infrastructure
maintenance.

The Town reports two non-major governmental funds:
¢ The Conservation Trust Fund accounts for State of Colorado lottery funds to be used
for acquisition, development, and maintenance of new conservation sites or for capital

improvements or maintenance for recreational purposes on any public site.

¢ The Parks, Open Space, and Recreation Fund accounts for special revenues and
expenditures designated for operating and maintaining parks and recreation programs.

The Town reports the following major business-type activity funds:

» The Water Fund accounts for the Town’s water distribution system.

e The Sewer Fund accounts for revenues collected to establish a solid waste facility.
. Measurement Focus and Basis of Accounting
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the enterprise fund financial
statements. Revenues are recorded when earned, and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Property taxes are recognized as

revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

11



TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Measurement Focus and Basis of Accounting (Continued)

The modified accrual basis of accounting is used by all governmental funds. Under the
madified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e., when they become both measurable and available). “Measurable” means the amount of
the transaction can be determined. “Available” means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. Expenditures are
recorded when the related fund liability is incurred. Exceptions to this general rule include:
(1) principal and interest on general long-term debt which is recognized when due and (2)
compensated absences which are recognized when the obligations are expected to be
liquidated with expendable available resources.

Those revenues susceptible to accrual are interest revenue and charges for services.
Entitlement revenues are not susceptible to accrual because generally they are not
measurable until received. Grant revenues are recognized as they are earned.

The accrual basis of accounting is utilized by enterprise funds. Under this method, revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred.

E. Cash and Cash Equivalents

For the purposes of the statement of cash flows of the enterprise funds, cash and cash
equivalents consist of operating and restricted cash and highly liquid securities with an initial
maturity of three months or less.

F. Investments

[nvestments are stated at fair value based on quoted market values, with the exception of
money market funds and external investment pools. These are stated at fair value according
to institution reported balances at year-end.

G. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America required management to make: (1) estimates and
assumptions that affect the reported amounts of assets and liabilities and (2) disclosure of
contingent assets and liabilities at the date of the financial statements and reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

12



TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Property Taxes

Property taxes for the current year are levied and attached as a lien on property the following
January 1. They are payable in full by April 30, or in two equal installments due February 28
and June 15. Property taxes levied in the current year and collected in the following year are
reported as a receivable at December 31. However, since the taxes are not available to pay
current liabilities, the receivable is recorded as deferred revenue in the governmenta) and
enterprise funds.

Capital Assets

Capital assets are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capitalized assets are defined by the
Town as assets that have a useful life of one or more years and for which the initial,
individual value equals or exceeds the following dollar amounts:;

Assets Class Dollar Value
Land No Minimum
Buildings No Minimum
Building and Other Improvements $ 5,000
Furniture and Equipment $ 5,000
Infrastructure $ 5,000

All purchased assets are valued at cost where historical records are available and at an
estimated historical cost where no historical records exist. Donated assets are valued at
their estimated fair market value on the date received. The cost of normal maintenance
and repairs that does not add to the value of an asset or materially extend asset life is not
capitalized.

Depreciation on all assets is provided on the straight-line basis over the following
estimated useful lives:

Asset Class Useful Life

Buildings 25 — 50 years
Building and Other Improvements 20 years
Water and Sewer Systems 25 — 45 years
Furniture and Equipment 5 =30 years
Infrastructure 15 — 40 years

Public domain assets consisting of roads, bridges, curbs and gutters, streets and
sidewalks, drainage systems and lighting systems are examples of infrastructure assets.
Infrastructure assets are distinguished from other capitalized assets since their useful life
often extends beyond most other capital assets and are stationary in nature. General
infrastructure assets are those associated with or arising from governmental actjvities.
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TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

J.

Long-Term Liabilities

In the government-wide financial statements, and enterprise fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable government activities, business-type activities, or enterprise
fund type statement of net position. Bond premium and discounts, are deferred and
amortized over the term of the related debt using the straight-line method of
amortization. Bond issuance costs are expensed in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources, while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as expenditures. The long-term compensated absences
are serviced from revenues of the General Fund from future appropriations.

Net Position

In the government-wide financial statements, net position represent the difference
between assets and liabilities. Net capital assets consists of capital assets, net of
accumulated deprectation, reduced by the outstanding balances of any borrowing used
for the acquisition or construction of improvements on those assets. Net position portion
of equity is reported as restricted when there are limitations imposed on use, either
through the enabling legislation adopted by the Town or through external restrictions
imposed by creditors, grantors, laws or regulations of other governments.

When both restricted and unrestricted resources are available for use, it is the Town’s
policy to use restricted resources first, then unrestricted resources as they are needed.

Fund Balances

[n the governmental fund financial statements, the following fund balance classifications
describe the relative strength of the spending constraints placed on the purposes for
which resources can be used:

Nonspendable fund balance —amounts that are not in spendable form (such as inventory
or prepaid expenses) or are required to be maintained intact.

Restricted fund balance ~ amounts constrained to specific purposes by their providers
(such as grantors, bondholders or other debt holders, contributors, and higher levels of
government), through constitutional provisions, or by enabling legislation.
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NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L.

Fund Balances (Continued)

Committed fund balance — amounts constrained to specific purposes by a government
itself, using its highest level of decision-making authority through an ordinance or
resolution. Committed fund balance can also include contractual obligations to the extent
that existing resources in the fund have been specifically committed for use in satisfying
those contractual requirements. To be reported as committed, amounts cannot be used for
any other purpose unless the government takes the same highest level action to remove
or change the constraint. The Town reported no such amounts at December 31, 2017.

Assigned fund balance — amounts a government intends to use for a specific purpose;
intent can be expressed by the governing body or an official or body to which the
governing body delegates the authority. The Capital Reserve amount reported is also
described in the Town’s annual budget document.

Unassigned fund balance — amounts that are available for any purpose; positive amounts
are reported only in the general fund.

When fund balance resources are available for a specific purpose in more than one
classification, it is the Town’s policy to use the most restrictive funds first in the
following order: restricted, committed, assigned, and unassigned as they are needed. The
Town considers all unassigned fund balances to be “reserves” for future operations or
capital replacement as defined within Article X, Section 20 of the Constitution of the
State of Colorado (See Note 11).

In the governmental fund financial statements, reservations or restrictions of fund
balance represent amounts that are not appropriable, are legally segregated for a specific
purpose, or are restricted by grant agreements. Designations of fund balance represent
tentative management plans that are subject to change.

Interfund Transactions

[nterfund receivables and payables arise from interfund transactions and are recorded by
all funds affected in the period in which transactions are executed. At year end,
outstanding balances between funds are reported as “due to/from other funds”.
Nonrecurring or nonroutine permanent transfers of equity and all interfund transfers are
reported as transfers in and transfers out. Any residual balances outstanding between the
governmental activities and business-type activities are either eliminated or reported in
the government-wide financial statements as “internal balances”.
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NOTE 2: BUDGETARY REQUIREMENTS

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
(GAAP) for all governmental funds. The Enterprise funds adopt budgets on the Non-GAAP
basis wherein tap fees are recognized as revenue, principal payments on debt and capital
expenditures are recognized as expenses, and depreciation expense is not budgeted. All annual
appropriations lapse at fiscal year-end.

By October 15, the Town Manager (not an elected official) of the Town submits a proposed
operating budget for the fiscal year commencing the following January I, to the Trustees (elected
officials). The operating budget, for all budgeted funds, includes proposed expenditures and the
means of financing.

Public hearings are held at the regular Trustee meetings to obtain taxpayer input. Prior to
December 15, the budget is legally enacted through passage of a budget ordinance. The Town
Treasurer is authorized to transfer budgeted amounts within a department of any fund. The
Trustees must approve revisions that change total expenditures of any fund or department within
a fund.

Appropriations are controlled and the budget is only amended in conformity with Colorado
Revised Statutes, which require a balanced budget. Expenditures in excess of appropriations
may violate Colorado Revised Statutes and must be reported to the State Auditor.,

The Combined Statements of Revenues, Expenditures and Changes in Fund Balances for all fund
types include comparisons to budget. Financial statements of the Enterprise Funds are presented
in the accompanying Financial Statements on a Non-GAAP and GAAP basis. Budget amounts,
included in the financial statements, are as originally adopted and as amended by Board of
Trustees.

NOTE 3: RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

The governmental funds balance sheet includes reconciliation between fund balances (total
governmental funds and net position) and governmental activities, as reported in the
government-wide statement of net position. Additionally, the governmental fund statement of
revenues, expenditures, and changes in fund balances includes reconciliation between net change
in fund balances and changes in net position of governmental activities, as reported in the
government-wide statement of activities.

These reconciliations detail items that require adjustment to convert from the current resources
measurement and modified accrual basis for government fund statements to the economic
resources measurement and full accrual basis used for government-wide statements. However,
certain items having no effect on measurement and basis of accounting were eliminated from the
government fund statements during the consolidation of governmental activities.
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NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE 4: CASH, DEPOSITS AND INVESTMENTS
A. Cash

A summary of the Town's cash and investments at December 31, 2017 follows:

Type Rating Carrying Value
Deposits:
Demand deposits $ 1,734,258
Cash with County Treasurer 375
1,734,633
Investments:
Colotrust (Fair Value) AAAmbyS &P 69,413
Total deposits and investments $ 1,804,046
Reconciliation to Statement of Net Position
Current:
Cash and Investments $ 1,804,046

B. Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash only in eligible public depositories. Eligibility is determined by
state regulations. Amounts on deposit in excess of federal insurance levels must be
collateralized by the financial institution. The eligible collateral is determined by the PDPA.

PDPA allows the financial institution to create a single collateral pool for all public funds.
The pool is to be maintained by another institution and held in trust for all the uninsured
public deposits as a group. Colorado State Statutes require the market value of the collateral
to be at least 102 percent of the aggregate uninsured deposits.

C. Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria in
which local government entities may invest. The allowed investments include local
government investment pools and obligations of the United States Government.

Interest Rate Risk The Town does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

Credit Risk State law limits investments in commercial paper, corporate bonds, and mutual
bond funds to the top two ratings issued by nationally recognized statistical rating
organizations. The Town has no investment policy that would further limit its investment
choices. At December 31, 2017 the Town’s investment in the Colorado Government Liquid
Assets Trust (COLOTRUST) was rated AAAm by Standard & Poor’s.
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NOTE 4:

NOTE 5:

NOTE 6:

TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

CASH, DEPOSITS AND INVESTMENTS (Continued)

Concentration of Credit Risk The Town places no limit on the amount the Town may

invest in any one issuer.

The Town invests in one investment pool, the Colorado Liquid Assets Trust
(COLOTRUST). The investment is not categorized because the investment is not evidenced
by securities that exist in physical book entry form. At December 31,2017, the Town had an

investment of $69,413 fair and carrying value.

PROPERTY TAXES

Property taxes are collected on behalf of the Town by Dolores County and then remitted to the
Town. The property tax is levied and certified in November of the year prior to the year the
taxes are collected. Property taxes become an enforceable lien on January 1 of each year.

Secured property taxes are: (1) due in two equal installments on February 28 and June 15 and (2)
delinquent after February 28 and June 15, respectively. The entire balance can be paid by April
30 without penalty. Property taxes levied are recorded as deferred revenues in the year levied,
since they are not due until the following year. Property tax revenue is recognized when it is

collected by Dolores County.
CAPITAL ASSETS

Summary of changes in Governmental Activity Capital Assets:

18

Balance Balance
January 1, Deletions/ December 31,
GOVERNMENTAL ACTIVITIES 2017 Additions Corrections 2017
Capital Assets not being depreciated:
Land $ 453,760 § - $ 453,760
Capital Assets being depreciated:
Improvements 7,230 - - 7.230
Buildings 908,366 - - 908,366
Equipment 50,058 - - 50,058
Vehicles 166,198 29,681 - 165,879
Streets 217,394 - - 217,394
1,349,246 29,681 - 1,378,927
Less accumulated depreciation:

Improvements (7,230) - - {7,230)
Buildings (273,333) (17,071) - (290,404)
Equipment (39,538) (1,263) - (40,821}
Vehicles (139,179) (3,377 - (142,556)
Streets (78,749) (3.814) - (82,563)
Total accumulated depreciation (538.,049) (235,325) - (563,574)
Capital assets being depreciated, net 811,197 4,136 - 813,353
Total Governmental Activities Capital Assets 3 1,264957 § 4,136 $ - % 1,269,113



TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS

December 31, 2017

NOTE 6: CAPITAL ASSETS (Continued)

Depreciation expense was charged to functions of the Town as follows:

General Government ) 17,189
Public Works 7.191
Culture and Recreation 1,145

Total $ 25,525

Here is a summary of changes in Business-type Activity Capital Assets:

Balance Balance
January 1, December 31,
BUSINESS-TYPE ACTIVITIES 2017 Additions Deletions 2017
Capital Assets being depreciated:

Buildings $ 48513 % - $ - % 48513

Water System 3,362,552 - - 3.362,552
3.411,065 - - 3.411.065

Less accumulated depreciation:

Buildings (31,481) (1.627) - (33,108)
Water System (383,962) (63.475) - (447.437)
Total accumulated depreciation (415,443) (65,102) - {480,543)

Capital assets being depreciated, net 2,995,622 {65,102) - 2,930.520

Total Business-type Activities Capital Assets $ 2995622 § (65102) § - § 2930520

NOTE 7: LONG-TERM LIABILITIES
Changes in long-term liabilities for the year ended December 31, 2017 were:
Balance Balance
January [, December 31, Due Within
2017 Additions  Reductions 2017 One Year
Business-type Activities

General Obligation Bonds, Series 1978 $ 4000 § - % 2000 S$ 2000 § 2,000
Note payable CWCB 4.802 - 2.389 2413 2413

$ 8802 § $ 438 % 4413  § 4413

Business-type Activities

General Obligation Bonds The Town issued general obligation bonds in the amount of $50,000,
bearing interest at 5%, in August 1978. The bonds are to be paid with water operating revenue
with annual installments through May 1, 2018. The bonds are backed by the full faith and credit

of the Town.

Note Payable - Colorado Water Conservation Board (CWCB)
CWCB of $72,210 to be repaid in 40 annual installments of $2,437, including interest, through

September 15, 2018. The loan is secured by a portion of the Town’s water system. The proceeds
of the loan were used for construction of a new water system.
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NOTE 7: LONG-TERM LIABILITIES (Continued)
Business-type Activities (Continued)

A summary of debt payments are as follows:

Year Principal Interest Total
2018 $ 4413 $ 124 $ 4537
$ 4413 $ 124 $ 4,537

NOTE 8: RETIREMENT COMMITMENTS

Defined Benefit Pension Plan
Summary of Significant Accounting Policies

Pensions. Town of Rico participates in the Local Government Division Trust Fund (LGDTF), a cost-sharing
multiple-employer defined benefit pension fund administered by the Public Employees’ Retirement Association of
Colorado (“PERA"). The net pension liability, deferred outflows of resources and deferred inflows of resources
related to pensions, pension expense, information about the fiduciary net position and additions to/deductions
from the fiduciary net position of the LGDTF have been determined using the economic resources measurement
focus and the accrual basis of accounting. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

General Information about the Pension Plan

Plan description. Eligible employees of the Town of Rico are provided with pensions through the Local
Government Division Trust Fund (LGDTF)—a cost-sharing multiple-employer defined benefit pension plan
administered by PERA. Plan benefits are specified in Title 24, Article 51 of the Colorado Revised Statutes
(C.R.S.), administrative rules set forth at 8 C.C.R. 1502-1, and applicable provisions of the federal Internal
Revenue Code. Colorado State law provisions may be amended from time to time by the Colorado General
Assembly. PERA issues a publicly available comprehensive annual financial report that can be obtained at
www.copera.orgfinvestments/pera-financial-reports.

Benefils provided. PERA provides retirement, disability, and survivor benefits. Retirement benefits are determined
by the amount of service credit earned and/or purchased, highest average salary, the benefit structure(s) under
which the member retires, the benefit option selected at retirement, and age at retirement. Retirement eligibility is
specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714.

The lifetime retirement benefit for all eligible retiring employees under the PERA benefit structure is the greater of
the:

» Highest average salary multiplied by 2.5 percent and then multiplied by years of service credit
» The value of the retiring employee’s member contribution account plus a 100 percent match on eligible

amounts as of the retirement date. This amount is then annuitized into a monthly benefit based on life
expectancy and other actuarial factors.
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The lifetime retirement benefit for all eligibie retiring employees under the Denver Public Schools (DPS) benefit
structure is the greater of the:

» Highest average salary multiplied by 2.5 percent and then multiplied by years of service credit

+ $15 times the first 10 years of service credit plus $20 times service credit over 10 years plus a monthly amount
equal to the annuitized member contribution account balance based on life expectancy and other actuarial
factors.

In all cases the service retirement benefit is limited to 100 percent of highest average salary and also cannot exceed the
maximum benefit allowed by federal Internal Revenue Code.

Members may elect to withdraw their member contribution accounts upon termination of employment with all PERA
employers; waiving rights to any lifetime retirement benefits earned. If eligible, the member may receive a match of
either 50 percent or 100 percent on eligible amounts depending on when contributions were remitted to PERA, the date
employment was terminated, whether 5 years of service credit has been obtained and the benefit structure under which
contributions were made.

Benefit recipients who elect lo receive a lifetime retirement benefit are generally eligible to receive post-retirement cost-
of-living adjustments, referred to as annual increases in the C.R.S. Benefit recipients under the PERA benefit structure
who began eligible employment before January 1, 2007 and all benefit recipients of the DPS benefit structure receive
an annual increase of 2 percent, unless PERA has a negative investment year, in which case the annual increase for
the next three years is the lesser of 2 percent or the average of the Consumer Price Index for Urban Wage Earners and
Clerical Workers (CPI-W) for the prior calendar year. Benefit recipients under the PERA benefit structure who began
eligible employment after January 1, 2007 receive an annual increase of the lesser of 2 percent or the average CPI-W
for the prior calendar year, not to exceed 10 percent of PERA's Annual Increase Reserve (AIR) for the LGDTF.

Disability benefits are available for eligible employees once they reach five years of earned service credit and are
determined to meet the definition of disability. The disability benefit amount is based on the retirement benefit formula
shown above considering a minimum 20 years of service credit, if deemed disabled.

Survivor benefits are determined by several factors, which include the amount of earned service credit, highest average
salary of the deceased, the benefit structure(s) under which service credit was obtained, and the qualified survivor(s)
wha will receive the benefits,

Contributions. Eligible employees and the Town_ are required to contribute to the LGDTEF at a rale set by Colorado
slatute. The contribution requirements are established under C.R.S. § 24-51-401, ef seq. Eligible employees are
required fo contribute 8 percent of their PERA-includable salary. The employer contribution requirements are
summarized in the table below:

Rates
Employer contribution rate’ 10.00%
Amount of employer contribution apporioned to the Health {1.02)%
Care Trust Fund as specified in C.R.S. § 24-51-208(1)()
Amount appertioned to the LGDTF' 8.98%
Amortization Equalization Disbursement (AED) as specified in 2.20%
C.R.S. § 24-51-411" =
Supplemental Amortization Equalization Disbursement 1.50%
(SAED) as specified in C.R.S. § 24-51-411'
Total employer contribution rate to the LGDTF® 12.68%

'Rales are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).
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Employer contributions are recognized by the LGDTF in the period in which the compensation becomes payable to the
member and the Town of Rico is statutorily committed 1o pay the contributions to the LGDTF. Employer contributions
recognized by the LGDTF from the Town of Rico were $14,044 for the year ended December 31, 2016,

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

Al December 31, 2017, the Town reported a liability of $246,747 for its proportionate share of the net pension liability.
The net pension liability was measured as of December 31, 2016, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of December 31, 2015. Standard update procedures were
used to roll-forward the total pension liability to December 31, 2016. The Town of Rico’s proportion of the net pension
liability was based on the Town's contributions to the LGDTF for the calendar year 2016 relative to the total
contributions of participating employers to the LGDTF.

At December 31, 20186, the Town of Rico's proportion was 0.018273 percent, which was a decrease of 0.005% from its
proportion measured as of December 31, 2015,

For the year ended December 31, 2017, the Town of Rico recognized pension expense of $44,938. At December 31,
2017, the Town of Rico reported deferred outflows of resources and deferred inflows of resources related o pensions
from the following sources:

Deferred Outflows of Deferred Inflows of
e Resources Resources
Difference between expected and actual
. 3 4391] % -

experience
Changes of assumptions or other inputs 17,502 714
Net difference between projected and actual 29 633 )
earnings on pension plan investments '
Changes in proportion and differences between
contributions recognized and proportionate share - -
of contributions
LONINpuLions supsequent 10 e measurement 7_625 =
dato,

Total $ 59,1582] § 714

The $7,625 reported as deferred outflows of resources related to pensions, resulting from contributions subsequent to
the measurement date, will be recognized as a reduction of the net pension liability in the year ended December 31,
2018. Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

[For the Plan Year ended December 31,
2017 $ 29,051
2018 13,177
2019 8,303
2020 282
2021 5
Thereafter R
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Acluarial assumptions. The total pension liability in the December 31, 2015 actuarial valuation was determined using
the following actuarial cost method, actuarial assumptions and other inputs:

Actuarial cost method Entry age

Price inflation 2.80 percent

Real wage growth 1.10 percent

Wage inflation 3.90 percent

Salary increases, including wage inflation 3.90 - 10.85 percent

Long-term investmeant rate of return, net of pension
plan investment expenses, including price inflation  7.50 percent
Discount rate 7.50 percent
Post-retirement benefit increases:
PERA bhenefit structure hired prior to 1/1/07;

and DPS benefit structure {automatic) 2.00 percent
PERA benefit structure hired after 12/31/06
{ad hoc, substantively automatic) Financed by the

Annual Increase Reserve

Based on the 2016 experience analysis and the October 28, 2016 actuarial assumptions workshop, revised economic
and demographic assumptions were adopted by PERA's Board on November 18, 2016 and effective as of December
31, 2016. These revised assumptions shown below were reflected in the roll-forward calculation of the total pension
liability from December 31, 2015 to December 31, 2016:

Actuarial cost method Entry age

Price inflation 2.40 percent

Real wage growth 1.10 percent

Wage inflation 3.50 percent

Salary increases, including wage inflation 3.50 — 10.45 percent

Long-term investment rate of return, net of pension

plan investment expenses, including price inflation 7.25 percent
Discount rate 7.25 percent
Post-retirement benefit increases:

PERA benefit structure hired prior to 1/1/07

and DPS benefit structure (automatic) 2.00 percent
PERA henefit structure hired after 12/31/06
{ad hoc, substantively autormnatic) Financed by the

Annual Increase Reserve

Mortality rates used in the December 31, 2015 valuation were based on the RP-2000 Combined Mortality Table for
Males or Females, as appropriate, with adjustments for monrtality improvements based on a projection of Scale AA to
2020 with Males set back 1 year, and Females set back 2 years. Active member mortality was based upon the same
mortality rates but adjusted to 55 percent of the base rate for males and 40 percent of the base rate for females. For
disabled retirees, the RP-2000 Disabled Moriality Table (set back 2 years for males and set back 2 years for females)
was assumed.

The actuarial assumptions used in the December 31, 2015 valuation were based on the results of an actuarial
experience study for the period January 1, 2008 through December 31, 2011, adopted by PERA’s Board on November
13, 2012, and an economic assumption study, adopted by PERA’s Board on November 15, 2013 and January 17, 2014,

As a result of the 2016 experience analysis and the October 28, 2016 actuarial assumptions workshop, revised
economic and demographic actuarial assumptions including withdrawal rates, retirement rates for early reduced and
unreduced retirement, disability rates, administrative expense load, and pre- and post-retirement and disability mortality
rates were adopted by PERA's Board on November 18, 2016 to more closely reflect PERA's actual experience. As the
revised economic and demographic assumptions are effective as of the measurement date, December 31, 2016, these
revised assumptions were reflected in the total pension liability roll-forward procedures.
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Healthy mortality assumptions for active members reflect the RP-2014 White Collar Employee Mortality Table, a table
specifically developed for actively working people. To allow for an appropriate margin of improved mortality
prospectively, the mortality rates incorporate a 70 percent faclor applied to male rates and a 55 percent factor applied to
female rates.

Healthy, post-retirement mortality assumptions reflect the RP-2014 Healthy Annuitant Mortality Table, adjusted as
follows:

* Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a 73 percent factor
applied to rates for ages less than 80, a 108 percent factor applied to rates for ages 80 and above, and further
adjustments for credibility.

+ Females: Mortality improvement projected 1o 2020 using the MP-2015 projection scale, a 78 percent factor
applied to rates for ages less than 80, a 109 percent factor applied to rates for ages 80 and above, and further
adjustments for credibility.

For disabled retirees, the mortality assumption was changed to reflect 90 percent of the RP-2014 Disabled Retiree
Mortality Table.

The long-term expected return on plan assets is reviewed as part of regular experience studies prepared every four or
five years for PERA. Recently, this assumption has been reviewed more frequently. The most recent analyses were
outlined in presentations to PERA’s Board on October 28, 2016. As a result of the October 28, 2016 actuarial
assumptions workshop and the November 18, 2016 PERA Board meeling, the economic assumptions changed,
effective December 31, 2016, as follows:

» Investment rate of return assumplion decreased from 7.50 percent per year, compounded annually, net of
investment expenses 1o 7.25 percent per year, compounded annually, net of investment expenses.

»  Price inflation assumption decreased from 2.80 percent per year to 2.40 percent per year.

= Real rate of investment return assumption increased from 4.70 percent per year, net of investment expenses,
1o 4.85 percent per year, net of investment expenses,

» Wage inflation assumption decreased from 3.90 percent per year to 3.50 percent per year.

Several faclors were considerad in evaluating the long-term rate of return assumption for the LGDTF, including long-
term historical dala, estimates inherent in current market data, and a log-normal distribution analysis in which best-
estimate ranges of expected future real rates of return (expected return, net of investment expense and inflation) were
developed by the investment consultant for each major asset class. These ranges were combined to produce the long-
term expecled rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and then adding expected inflation.
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As of the Navember 18, 20186 adoption of the current long-term expected rate of return by the PERA Board, the target
allocation and best estimates of geometric real rates of return for each major asset class are summarized in the
following table:

Asset Class Target 30 Year Expected

Allocation Geometric Real

Rate of Return
U.S. Equity — Large Cap 21.20% 4.30%
L.S. Equity — Small Cap 7.42% 4.80%
Non U.S. Equity — Developed 18.55% 5.20%
Non U.S. Equity — Emerging 5.83% 5.40%
Core Fixed Income 19.32% 1.20%
| High Yield 1.38% 4.30%
Non U.S. Fixed Income — Developed 1.84% 0.60%
Emerging Market Debt 0.46% 3.90%
Core Real Estate 8.50% 4.90%
Opportunity Fund 6.00% 3.80%
Private Equity 8.50% 6.60%
Cash 1.00% 0.20%

Total 100.00%

In setling the long-term expected rate of return, projections employed to model future returns provide a range of
expected long-term returns that, including expected inflation, ultimately support a long-term expected rate of return
assumption of 7.25%.

Discount rate. The discount rate used fo measure the total pension liability was 7.25 percent. The projection of cash
flows used to determine the discount rate applied the actuarial cost method and assumptions shown above. In addition,
the following methods and assumptions were used in the projection of cash flows:

+ Updated economic and demographic actuarial assumptions adopled by PERA's Board on November 18, 2016.

o Total covered payroll for the initial projection year consists of the covered payroll of the active membership
present on the valuation date and the covered payroll of future plan members assumed to be hired during the
year. In subsequent projection years, total covered payroll was assumed to increase annually at a rate of
3.50%.

e Employee contributions were assumed to be made at the current member contribution rate. Employee
contributions for future plan members were used 1o reduce the estimated amount of tolal service costs for
future plan members.

»  Employer contributions were assumed to be made at rates equal to the fixed statutory rates specified in law
and effective as of the measurement date, including current and estimated future AED and SAED, until the
Actuarial Value Funding Ratio reaches 103%, at which point, the AED and SAED will each drop 0.50% every
year until they are zero. Additionally, estimated employer contributions included reductions for the funding of
the AIR and retiree health care benefits. For future plan members, employer contributions were further reduced
by the estimated amount of tolal service costs for future plan members not financed by their member
contributions.

« Employer contributions and the amount of total service costs for future plan members were based upon a
process used by the plan to estimate future actuarially determined contributions assuming an analogous future
plan member growth rate.

e The AIR balance was excluded from the initial fiduciary net position, as, per statute, AIR amounts cannot be
used to pay benefits until transferred to either the retirement benefits reserve or the survivor benefits reserve,
as appropriate. As the ad hoc post-retirement benefit increases financed by the AIR are defined to have a
present value at the long-term expected rate of return on plan investments equal to the amount transferred for
their future payment, AIR transfers to the fiduciary net position and the subsequent AIR benefit payments have
no impact on the Single Equivalent Interest Rate (SEIR) determination process when the timing of AIR cash
flows is not a factor (i.e., the plan’s fiduciary net position is not projected to be depleled). When AIR cash flow
timing is a factor in the SEIR defermination process (i.e., the plan's fiduciary net position is projected to be
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depleted), AIR transfers to the fiduciary net position and the subsequent AIR benefit payments were estimated
and included in the projections.

+ Benefit payments and contributions were assumed to be made at the end of the month.

Based on the above assumptions and methods, LGDTF's fiduciary net position was projected to be available to make
all projected future benefit payments of current members. Therefore, the long-term expecled rate of return of 7.25
percent en pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability. The discount rate determination does not use the municipal bond index rate, and therefore, the
discount rate is 7.25 percent.

As of the prior measurement date, the long-term expected rate of relurn of 7.50 percent on pension plan invesiments
was applied to all periods of projected benefit payments to determine the total pension lizbility. The discount rate
determination did not use the municipal bond index rate, and therefore, the discount rate was 7.50 percent, 0.25 percent
higher compared {o the current measurement date.

Sensitivily of the Town of Rico's proportionate share of the net pension liability to changes in the discount rafe. The
following presents the proportionate share of the net pension liability calculated using the discount rate of 7.25 percent,
as well as what the proportionate share of the net pension liability would be if it were calculated using a discount rate
that is 1-percentage-point lower (6.25 percent) or 1-percentage-point higher (8.25 percent) than the current rate:

1% Decrease |Current Discount| 1% Increase
(6.25%) Rate (7.25%) {8.25%)
Proportionate share of the net pension liability $ 363818 | % 246,747 | $ 149,800

Pension plan fiduciary net position. Detailed information about the LGDTF's fiduciary net position is available in PERA's
comprehensive annual financial report which can be obtained at www.copera.orgfinvestmenis/pera-financial-reports.
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NOTE 10:

NOTE 11:

TOWN OF RICO

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

RISK MANAGEMENT- PUBLIC ENTITY RISK POOL

The Town is involved with the Colorado Intergovernmental Risk Sharing Agency (CIRSA), a
separate and independent governmental and legal entity formed by intergovernmental
agreement by member municipalities pursuant to the provision of 24-10-115.5, Colorado
Revised Statutes (1982 Replacement Volume) and Colorado Constitution, Article XIV,
Section 18(2).

The purposes of CIRSA are to provide members defined liability and property coverages and
to assist members to prevent and reduce losses and injuries to municipal property and to
persons and property which might result in claims being made against members of CIRSA,
their employees and officers,

Itis the intent of the members of CIRSA to create an entity in perpetuity which will administer
and use funds contributed by the members to defend and indemnify, in accordance with the
bylaws, any member of CIRSA against stated liability of loss, to the limit of the financial
resources of CIRSA. It is aiso the intent of the members to have CIRSA provide continuing
stability and availability of needed coverages at reasonable costs. All income and assets of
CIRSA shall be at all times dedicated to the exclusive benefit of its members.

CIRSA is a separate legal entity and the Town does not approve budgets nor does it have
ability to significantly affect the operations of the unit. The Town is not exposed to any
significant risk of loss.

CONTINGENCIES

Claims and Judgments The Town participates in a number of federal, state, and county
programs that are fully or partially funded by grants received from other governmental units.
Expenditures financed by grants are subject to audit by the appropriate grantor government. If
expenditures are disallowed due to noncompliance with grant program reguiations, the Town
may be required to reimburse the grantor government. It is the opinion of management that
such reimbursements, if any, will not have a material effect on the Town's financial position.

TAX, SPENDING. REVENUE AND DEBT LIMITATIONS

InNovember of 1992 Colorado voters approved Amendment | to the state Constitution which
is commonly known as the Taxpayer’s Bill of Rights or the Tabor Amendment (TABOR). The
Amendment applies to all units of local government and limits taxes, spending, revenue, and
multi-year debt (excepting bond refundings to lower interest rates and adding employees to
pension plans). The amendment does not apply to entities that are defined as Enterprise Funds.
The governmental funds of the Town qualify as Enterprise Funds.

The Town passed a ballot question on November 7, 1997. The ballot question permitted the
Town, to collect, retain and expend, the full revenues from state and federal grants and all
other non-tax revenues, and without limiting in any year the amount of other revenues that may
be collected and spent by the Town, regardless of any limitation contained in Article X,
Section 20, of the Colorado Constitution.
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NOTES TO FINANCIAL STATEMENTS
December 31, 2017

TAX, SPENDING, REVENUE AND DEBT LIMITATIONS (Continued)

The amendment also requires the Town to establish an Emergency Reserve which must be
equal to three (3) percent of the current allowed revenue. Conditions under which these
reserves may be spent are severally limited.

The Town believes that it is in compliance with the provisions of TABOR, as it is currently
understood. Many of the provisions are complex and subject to interpretation, and may not
become fully understood without judicial determination.

PRIOR PERIOD RESTATEMENT

Pensions

For the year ended December 31,2017, the Town adopted the provisions of GASB Statement
No. 68, Accounting and Financial Reporting for Pensions (GASB no.68), and the related
GASB No. 71, Pension Transition for Contributions Made Subsequent to the Measurement
Date, an amendment of GASB Statement No. 68, which is effective for financial statements for
periods beginning after June 15, 2014, GASB No. 68 revises and establishes new financial
reporting requirements for most governments that provide their employees with pension
benefits. GASB 68 requires employers participating in the PERA programs to record the
plans’ net pension liability, as defined in GASB No. 68.

For the Town, the effect of implementing this standard was to change how it accounts and
reports the net pension liability. Implementation of the standard resulted in a restatement of
the prior period Net Position as follows:

Net Position, December 31, 2016 as previously stated $ 6.063,092
Net Pension Liability (246,747)
Deferred Outflows of resources because of pensions 59,152
Deferred Inflows of resources because of pensions (714)

Net position, December 31, 2016 as restated $ 5,874,783
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TOWN OF RICO, COLORADO

GENERAL FUND
Year Ended December 31, 2017

BUDGETARY COMPARISON SCHEDULE

VARIANCE-
ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)
REVENUES
Taxes
Property tax 5 72,7157 S 76,996 71,846 S (4,150)
Delinguent Tax & [nterest 400 1,438 1,318 (120
Sales and use tax 90,000 74,644 58,099 (16,545}
Specific ownership tax 3,000 2,254 2,326 72
Motor vehicle 1ax 700 73 743 12
Mineral leasing 35,000 30,246 30,246 -
Severence tax 500 1,533 | 405 (128)
Excise tax 500 500 2,024 1,524
‘Transfers - payroll 112,401 122,426 116,429 (5,997)
Fines and Forfiets 7.500 22,341 21,164 {1,177
Interest 400 457 545 28
Licenses and Permus 510 JA 3,727 300
Rem 4.500 4,500 4,125 (375)
Special Projects Revenue 5,600 21,060 63,028 41,968
Miscellancous 25 1,657 964 (693)
TOTAL REVENUES 333,793 364,210 378,989 14,779
EXPENDITURES
Town Administrator 64,000 64,000 40,625 13375
Town Clerk 32749 32,149 2049 .
Maintenance man 35504 35,504 35,504 .
Payroll taxes 15473 17919 15,736 2,183
Employee benefis 46,264 57,29] 31,895 25,396
Employee Consideration - 5,700 5,264 436
Town attorney 18,000 18,000 10,140 7,860
Town planner 5,000 5,000 150 4,850
Town prosecuter 1,500 1,500 1,375 125
Building inspecior - . 2315 {2,315)
Auditor 2,125 2,195 2095 100
Accounting Service 5,000 5,000 1,895 3,105
Gram Writing 4,000 4,000 BO3 3,197
Municipal Court Judge 4,500 4,500 4,500 -
Law enlorcemem 19,000 19,750 17,057 2,693
Wrebsile 930 1,265 1,159 106
Advertisement/Agenda & Notice 2,300 2875 2635 240
Fuel 600 41 680 61
Insurance 3,400 5,168 5,847 (679)
Supplies 7,500 7.829 10,578 (2,749)
Snow removal - 1.5 7,925 (5,710)
Uulities 15,775 16,557 13,359 3,198
Treasurer Fees 2,000 2,000 1,479 521
Dues & Fees 4,093 4,093 2961 1,132
Sales & Use Tax 18,000 18,000 - 18,000
Town clean up day 675 1,095 1,095 -
Fourth of July 1,100 1,325 1,325 -
Miscellaneous 4,500 4,500 1,929 257
Park Administrator 16,000 16,000 18,148 {2.148)
Pant Time Maintenance 4,000 24,348 14,348 .
Water Technician 9,600 12,764 11,835 919
Traffic Fine - Surcharge 550 982 900 8
Special Projects/Capital Improvements 13.460 73,691 63,465 10,226
TOTAL EXPENDITURES 357618 468,556 371,771 96,785
EXCESS OF REVENUES OVER EXPENDITURES (23,825) (104,346) 7,218 111,564
Fund Balance, Beginning 898,788 898,788 898,788 -
Fund Balance, Ending 5 874,963 § 794442 906,006 S §1,564
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See the accompanying Independent Auditor's Report.



TOWN OF RICO, COLORADO

BUDGETARY COMPARISON SCHEDULE
STREET FUND

Year Ended December 31, 2017

VARIANCE-
ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)
REVENUES
Taxes
Property tax $ 10,045 $ 10,726 § 10,143 $ (583)
Sales and use tax 9,000 7,464 7,262 {202)
Specific ownership tax 400 368 373 5
Franchise tax 5,300 6,524 5,980 (544)
Excise tax 120 1,295 1,295 -
Road and bridge 11,000 11,024 11,024 -
Highway users tax 14,000 14,714 14,780 66
Charges for service 6,000 6,000 6,000 -
Interest 75 635 65 -
TOTAL REVENUES 55,940 58,180 56,922 (1,258)
EXPENDITURES
Payroll 26,627 26,627 24,590 2,037
Partime employee 1,000 - 14,430 (14,430)
Capital purchases - 30,729 16,893 13,836
Fuel 5,500 8,723 8,129 594
Repairs and maintenance 1,500 2,801 3.474 {673)
Insurance 3,200 3,712 3,403 309
Supplies 1,800 4,243 3,889 354
Electricity 1,750 1,750 1,489 261
Street lights 4,000 4,000 1,068 2,932
Utilities - other 2,250 2,250 1,631 619
Treasurer fees 300 300 202 08
Auditor 2,125 2,125 2,095 30
TOTAL EXPENDITURES 50,052 87,260 81,293 5,967
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 5,388 (29,080) (24,371) 4,709
Fund Balance, Beginning 146,659 146,659 146,659 -
Fund Balance, Ending $ 152,547 £ 117,579 $ 122,288 5 4,709

See the accompanying Independent Auditor's Report.
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TOWN OF RICO. COLORADO

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
Year Ended December 31, 2017

CONSERVATION PARKS AND

TRUST OPEN SPACE TOTALS
ASSETS
Cash and Equivalents b 31,858 3 89,898 5 121,756
TOTAL ASSETS $ 31,858 $ 89,898 $ 121,756
LIABILITIES AND FUND BALANCE
TOTAL LIABILITIES 3 - ¥ - $ -
FUND BALANCE
Restricted for Culture and Recreation 31,858 - 31,858
Committed for Parks and Open Space - 89,898 89,898
TOTAL FUND BALANCE 31,858 89,898 121,756
TOTAL LIABILITIES AND FUND BALANCE b 31,858 3 89,898 $ 121,756

See the accompanying Independent Auditors’ Report.
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TOWN OF RICO, COLORADO

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
NON-MAJOR GOVERNMENTAL FUNDS
Year Ended December 31, 2017

CONSERVATION PARKS AND

TRUST QPEN SPACE TOTAL
REVENUES
Taxes:
Sales and use tax 5 - h) 7,264 k) 7,264
Lodging tax - 952 952
Excise tax - 1,295 1,295
Lottery Proceeds 2,507 - 2,507
Interest - 43 43
Special Projects - 29,000 29,000
TOTAL REVENUES 2,507 38,554 41,061
EXPENDITURES
Parks and Recreation 780 11,098 11,878
Administrator - 6,910 6.910
Supplies - 7,000 7,000
Insurance - 3,403 3,403
TOTAL EXPENDITURES 730 28,411 29,191
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES 1,727 10,143 11,870
FUND BALANCE, Beginning 30,131 79,755 109,886
FUND BALANCE, Ending $ 31,858 3 89,898 $ 121,756

See the accompanying Independent Auditor's Report.
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TOWN OF RICO, COLORADO

BUDGETARY COMPARISON SCHEDULE
CONSERVATION TRUST FUND

Year Ended December 31, 2017

VARIANCE-
ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)
REVENUES
Lotiery proceeds 5 2300 5 2300 § 257 § 207
EXPENDITURES
Parks and Recreation 1,000 1,000 780 220
EXCESS OF REVENUES OVER EXPENDITURE 1,300 1,300 1,727 427
Fund Balance, Beginning 1,500 1,500 30.131 28,631
Fund Balance, Ending $ 2,800 § 2,800 $ 31,858 § 29,058

See the accompanying Independent Auditor's Report.
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TOWN OF RICO, COLORADO

BUDGETARY COMPARISON SCHEDULE
OPEN SPACE FUND

Year Ended December 31,2017
VARIANCE-

ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)

REVENUES
Taxes
Sales and use tax § 9,000 $ 9,000 $ 7264 5 (1,736)
Lodging tax 1,000 1,038 952 (86)
Excise tax 350 1,295 1,295 -
Rico Center Grant 26,000 29,000 29,000 -
Interest 25 42 43 |
TOTAL REVENUES 36,375 40,375 38,554 (1,821)
EXPENDITURES
Parks and Recreation Programs 9,500 17,081 11,008 5,983
Administrator 19,722 19,722 6,910 12,812
Supplies 5,000 7,516 7,000 516
Insurance 3,000 4,084 3,403 631
TOTAL EXPENDITURES 37,222 48,403 28411 19,992
EXCESS OF REVENUES OVER EXPENDITURE (847) (8,028) 10,143 18,171
Fund Balance, Beginning 49,540 49,540 79,755 30,215
Fund Balance, Ending § 48,693 $ 41,512 $ 89,898 3§ 48386

See the accompanying Independent Auditor's Report.
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TOWN OF RICO, COLORADO

SCHEDULE OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION-
BUDGET AND ACTUAL
ENTERPRISE FUND - WATER

Year Ended December 31,2017

VARIANCE
ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)
REVENUES
Charges to customers $ 123,450 § 123,336 $ 126912 § 3,576
Tap Fees - 10,000 10,000 -
Electric Reimbursement 1,500 1,500 1,400 (100)
Interest 300 300 898 598
TOTAL REVENUES 125,250 135,136 139,210 4,074
EXPENSES
Salaries 67,052 67,052 60,127 6,925
Employee Benefits - Life 122 122 214 (92)
Attomey 500 500 - 500
Auditor 2,125 2,125 2,095 30
Repairs and maintenance 1,500 13,300 13,941 (641)
Insurance 3,750 3,876 3,553 323
Supplies 6,000 6,000 17,571 (11,571)
Water Samples 5,000 5,000 3,565 1,435
Electric 4,250 5,800 5,779 21
Propane 1,500 1,500 1,100 400
Dolores Water Conservancy 2,700 2,700 2,700 -
Miscellaneous 500 500 284 216
Debt Service 4,937 4,937 4,637 300
Capital Outlay 45,000 47,319 85,291 (37,972)
TOTAL EXPENSES 144,936 160,731 200,857 (40,126)

CHANGE IN NET POSITION, Budget Basis § (19,686) $ (25,595) (61,647) §  (36,052)

ADJUSTMENTS TO GAAP BASIS:

Add:

Principal payments of debt 4,389

Capitalized assets 48,291
Less:

Depreciation (65,102)
CHANGE IN NET POSITION, GAAP Basis $ (74,069)

See the accompanying Independent Auditor's Report.
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TOWN OF RICO, COLORADO

SCHEDULE OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION -
BUDGET AND ACTUAL
ENTERPRISE FUND - SEWER

Year Ended December 31, 2017

VARIANCE
ORIGINAL FINAL POSITIVE
BUDGET BUDGET ACTUAL (NEGATIVE)
REVENUES
Property taxes $ 22,136 £ 23,669 $ 22382 b (1,287)
Specific ownership tax 900 900 824 (76)
Interest 100 100 o8 (2)
TOTAL REVENUES 23,136 24,669 23,304 (1,365)
EXPENSES
Town Auditor 2,125 2,125 2,095 30
Insurance 2,943 2,943 0 2,943
Treasurer Fees 378 472 446 26
Miscellaneous - 60 - 60
TOTAL EXPENSES 5,446 5,600 2,541 3,059
NET INCOME 3 17,690 $ 19,069 $ 20763 $ 1,694

See the accompanying Independent Auditor's Report.
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Financial #lanning 02/01
The public report burden for this information collection is estimated to average 380 hours annually Form # 350-050-36
City or County;
Town of Rico. Delores County

LOCAL HIGHWAY FINANCE REPORT YEAR ENDING :
December 2017
This Information From The Records Of - Town of Rico, CO Prepared By:Kari Lee Distefano

Phone: 970-967-2863

1. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE

A. Local B, Local C. Receipts from D. Receipts from
ITEM Motor-Fuel Motor-Vehicle State Highway- Federal Highway
Taxes Taxes User Taxes Administration
1. Total receipts available
2. Minus amount used for collection expenses
3. Minus amount used for nonhighway purposes
4. Minus amoun( used for mass transit
3. Remainder used for highway purposes
I1. RECEIPTS FOR ROAD AND STREET PURPOSES I11. DISBURSEMENTS FOR ROAD
AND STREET PURPOSES
ITEM AMOUNT ITEM AMOUNT

A, Rece:gts from local sources: . Local hishway disbursements:

. Local highway-user 1axes_ 1. Capital outlay {from page 2) 0
a. Motor Fuel (from Item 1LA.5.) 2. Mainienance: 43,718
b, Moior Vehicle (from Item [LB.5.) 3. Road and street services:
c. Total (a.+b.) a. Trafhic control operations 0
2. General fund appropriations b. Snow and ice remova 31,323
3. Other local imposts (irom page 2) 17.778 c. Other 0
4. Miscellancous local receipts {from page 2) 30.794 d. Total (a. throughc.) 31.323
5. Transfers from toll facilities 0 4. General administration & miscellaneous 5.700
6. Proceeds of sale ol bonds and notes. 5. Highwav law enforcement and safety 1]
a._Bonds - Original Issues Of 6. Total (Ithrough3) 80.741
b. Bonds - Refunding Issues 0 IB. Debt service on local abligations:
c. Notes 0 |. Bonds:
d. Total(a. +b. +c.) _ 0 a. Interest
7. Total (1 through 6) 48,572 b. Redemption
B. Private Contributions 0 ¢, Total {(a.+b.)
C. Receipts from State government 2. Notes:
from pape 2) 32.526 a. Interest 0
D. Receipts from Federal Government b. Redemption 0
{from page 2) 0 c. Total (a. +b.) 0
k. Total receipts (A.7+ B+ C + D) 31,093 3. Total (I.c+ 2c) 0
. Payments to State for highways 0
. Payments to toll facilities 0
. _Total disbursements {A.6 + B3+ C+ D) 80741
1V. LOCAL HIGHWAY DEBT STATUS
(Show all entrics at par)
Opening Debt Amount Issued Redemptions Closing Debt
A. Bonds (Total) 0 { 0 0
1. Bonds (Refunding Portion) 0 0 H
B. Notes (1 otal) [4] 0

V. LOCAL ROAD AND STREET FUND BALANCE

A. Beginning Balance] B. Total Receipts [C. Total Disbursemnenty D. Ending Balance | E. Reconciliation
146.659 81.098 80.741 147.016 0

Notes and Comments:

FORM FHWA-536 (Rev. 1-05) PREVIOUS EDITIONS OBSOLETE {Next Page)
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