
1 | P a g e  
 

CONS to the Financing for the Office Relocation of the Forest Lakes Metropolitan District (FLMD) 
Office to Forest Lakes Subdivision 

Background 

FLMD Board of Directors voted on January 14, 2020, to obtain approval from the residents during the 
May 5th, 2020, election to vote on the financing for the office relocation from 271 N. Mountain Ave, 
#107 to Forest Lakes Subdivision. 

Current Situation 

The District Manager’s, Office Manager’s and Assistant Utility Billing Clerk’s offices are currently 
located in a leased space totaling approximately 1,300 square feet at 271 N. Mountain View Drive, 
Bayfield, CO 81122.  Included in the 1,300 square feet is space for a reception area, file room, small 
conference room and a lunchroom. FLMD has been renting this space since April 2008.  The lease cost 
in April 2008 was $1,350 and it has been subject to 3.5% annual increase.  The current monthly lease is 
$1,659 and with $85 for utilities (electric and water) and $34 for snow removal, FLMD is paying $1,778 
total, or approximately $21,341 per year. To date, FLMD has spent approximately $196,000 on rent 
under the current contract.  

The landlord maintains all major structural, plumbing, heating, water and sewer systems, whereas 
FLMD is required to do minor interior repairs.   

Our current lease expires December 31, 2020, and the landlord is amenable to entering into another 2-
year lease at the end of 2020, if required.  During this period, the 3.5% annual increase would be waived. 

New Office Space 

The building that FLMD would construct in 
Forest Lakes Subdivision would total about 
2,200 square feet at a turn-key construction 
cost of $455,000.  Note: FLMD is setting 
aside as additional $36,000 for contingencies 
during construction.  These funds would be 
paid through the operational or Reserve 
fund accounts because they are not part of 
the loan. The site would be where the old 
chalets were, as is shown in Attachment #1.   

This building provides for office space for 3 
personnel, reception area, small conference 
room, file room and lunchroom and each 
space would be ADA-compliant.  This 
building would provide 2 additional offices 
to provide for future growth.  The building 
would also include a 50-person Board of 
Directors Meeting Space and photovoltaic 
solar system.  The mortgage terms would be 
30 years at $2,155 per month.  Under the 
lease option, FLMD current pays $1,659 per month. 
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FLMD will bear all maintenance and repair costs going forward on an FLMD-owned building.  
Estimated total monthly costs for utilities is $655 versus $662 under the lease option.  Forecasted monthly 
maintenance costs are $354 versus $0 under the lease option.    

CONS to financing for the office relocation to Forest Lakes Subdivision are: 

A. Mortgage vs. Lease Costs:  The mortgage cost is approximately $495 (or 26% higher) than our current 
lease cost. This additional cost will come from the FLMD operational budget.  Plus, the current loan 
option (2.00% for the first 5 years + 2.47% until year 30) will require a balloon payment at 5 years or 
refinance it at a lower rate. 
 

B. Impact to the FLMD Cash Reserves Account:  The Disadvantage is that FLMD will be incurring 
future debt on an initiative that would be lower in priority versus investing in infrastructure 
upgrades. 
 

C. Equity:  There are No Disadvantages. 
 

D. Accessibility:  Providing an office that is located in Forest Lakes subdivision.  Based upon current 
office hours (8 am – 4:30 pm, closed 12-1 for lunch).   This will decrease travel time for some residents 
and increase travel time for others.  

 
E. Maintenance:  The landlord maintains the roof, all structural components of the building, exterior of 

the building, plumbing, heating, air conditioning, electrical, and water and sewer systems.  FLMD is 
required to perform any other repairs on the interior of the building, which have been minimal.  
These costs could not be determined.  With an FLMD-owned building, all repair and maintenance 
costs will be borne by FLMD.  Maintenance costs can range anywhere from 1 – 2% of the home’s 
purchase price every year.  FLMD expects to spend about 1% average per year or about $355 per 
month since the building is new.  The yearly cost would be about $4,260 per year.  

 
F. Utilities Costs:  There are no Disadvantages. 

 
G. Future Expansion:  There are no Disadvantages. 

 
H. Insurance Coverage:  FLMD currently has insurance coverage on just the contents totaling $60,772, 

which amounts to an annual premium of $45.  Our insurance premiums after construction would be 
a total of $45 per month, based upon a value of $472,000 for the building and $100,000 for the 
contents. 

 
I. Associated Costs for FLMD:  There are costs associated with the new build, such as moving costs, 

furniture, blinds, attorney’s fees, appliances, construction inspection fees, appraisal, title insurance, 
etc.  These costs totaling approximately $26,000 would be paid through the FLMD operational 
account or Reserve fund. 

 

 


