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Independent Auditor’s Report

Board of Directors
East Larimer County Water District
Fort Collins, Colorado

We have audited the accompanying basic financial statements of the East Larimer County Water District
(the “District”) as of and for the years ended December 31, 2016 and 2015, and the related notes to the
financial statements, which collectively comprise the District’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 an opinion on these financial statements based on our audits. We conducted
our audits 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 opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the East Larimer County Water District as of December 31, 2016 and 2015, and the

changes in its financial position and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Denver | Boulder | Northern Colorado | Laramie

2015 Clubhouse Drive, Suite 203
Greeley, Colorado 80634
970.352.1700 - Fax 970.352.1708 - www.acmllp.com
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 to 6, Schedule of the District’s Proportionate Share of the Net Pension
Liability on page 31, and Schedule of District Contributions on pages 32 and 33 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 evidence
sufficient to express an opinion or provide any assurance.

Other Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The Schedule of Revenues and Expenditures
- Budget and Actual (Budgetary Basis) on page 34 is presented for purposes of additional analysis and is not
a required part of the basic financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic 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 financial statements as a whole.

M“ ﬁ/ﬂu M},,LH LLP

Greeley, Colorado
May 18, 2017
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East Larimer County Water District
Management’s Discussion and Analysis
For the Years Ended December 31, 2016 and 2015

The East Larimer County (“ELCO”) Water District (the “District) is hereby submitting its Annual Financial Report
for the fiscal year ending December 31, 2016. The report has been prepared in compliance with Statements of
the Governmental Accounting Standards Board No. 34, entitled “Basic Financial Statements — Management’s
Discussion and Analysis - For State and Local Governments” (hereafter “GASB 34"), and related standards. The
accuracy, completeness and fairness of the report, including all disclosures, are the responsibility of the District.
The District believes the report is complete and accurate in all material respects.

District History
East Larimer County Water District provides drinking water to homes and businesses located north and east of
Fort Collins, Colorado. The District was created by court decree on January 15, 1962 after voters in Larimer and

Weld Counties approved formation of the District.

The discussion and analysis is designed to provide an analysis of the District’s financial condition and operating
results and to inform the reader on District financial issues and activities.

Management’s Discussion and Analysis (“MD&A”) should be read in conjunction with the District’s basic financial
statements (beginning on page 7).

2016 Highlights - Business-Type Activities

e At December 31, 2016, net position was $57,661,895 or an increase of $5,094,654, or an increase of
10% when compared to December 31, 2015.

e Total operating revenues increased to $5,339,658 during 2016, which was $703,677, or 15% more than
2015.

e Total operating expenses were $4,425,679, a decrease of $220,951, or 5% in 2016 compared to 2015.

¢ Net capital assets were $55,716,158 at December 31, 2016 compared to $53,051,070 at December 31,
2016 for an increase of $2,665,088, or 5% over 2015.

e Long-term debt decreased to $5,385,000 at December 31, 2016, which was $350,000 or 6% lower
when compared to the balance at December 31, 2015.

Using this Annual Report

The financial statements included in this annual report are those of a quasi-municipal corporation and a political
subdivision of the State of Colorado engaged only in a business-type activity. As an enterprise fund, the District’s
basic financial statements include:

Statements of Net Position - report the District's current financial resources (short-term spendable
resources) with capital assets and long-term obligations. (See page 7).

Statements of Revenues, Expenses and Changes in Net Position - report the District’s operating and
non-operating revenues, by major source along with operating and non-operating expenses and capital
contributions. (See page 8).

Statements of Cash Flows - report the District’'s cash flows from operating, investing, capital and non-
capital activities. (See page 9).



East Larimer County Water District
Management’s Discussion and Analysis
For the Years Ended December 31, 2016 and 2015

Statements of Net Position

2016 2015 2014
Assets
Current assets $ 9,755,998 $ 7,588,764 $ 9,244,560
Capital assets, net 55,716,158 53,051,070 50,328,500
Other non-current assets (133,215) (230,528) 338,154
Total assets 65,338,941 60,409,306 59,911,214
Deferred outflows of resources
Unamortized deferred loss on refunding of bonds 6,376 12,563 20,616
Deferred outflows of resources relating to pension 530,103 310,834 -
Total deferred outflows of resources 536,479 323,397 20,616
Liabilities
Current liabilities 1,101,073 1,044,481 1,710,203
Long-term liabilities 7,054,901 7,120,640 5,919,859
Total liabilities 8,155,974 8,165,121 7,630,062
Deferred inflows of resources
Deferred inflows of resources relating to pensions 57,551 341 -
Total deferred inflows of resources 57,551 341 -
Net position
Net investment in capital assets 50,328,803 47,315,503 44,092,064
Unrestricted 7,333,092 5,251,738 8,209,704
Total net position at December 31, $ 57,661,895 $ 52,567,241 3 52,301,768

The long-term debt decrease was due to the payment of $350,000 principal on the 2009 water enterprise revenue
refunding bond.



East Larimer County Water District
Management’s Discussion and Analysis
For the Years Ended December 31, 2016 and 2015

Review of Revenues

2016 2015 2014

Revenues
Operating revenues

Water service revenue $ 5,339,658 $ 4,635,981 $ 4,360,163
Subtotal 5,339,658 4,635,981 4,360,163
Non-operating revenues

Earnings on investments 9,298 2,027 1,994

Gain on disposition of capital assets 96,000 1,546 46,646

Unrealized and realized gain on investments 31,416 61,307 51,367
Subtotal 136,714 64,880 100,007
Total revenues $ 5,476,372 $ 4,700,861 $ 4,460,170

Water sales, less the loss from the joint venture in the Soldier Canyon Filter Plant, were $5,286,093 or 114% of
the budget. Earnings on investments were up in 2016 at $9,298 compared with $2,027 in 2015. The District also
experienced a $96,000 gain on the disposition of capital assets during 2016. The total revenues were up
approximately $776,000 from 2015 primarily due an increase in water rates.

Review of Expenses

2016 2015 2014
Expenses
Operating expenses
Administrative and general $ 1,225,876 $ 1,224,340 $ 1,302,662
Field operating 2,220,907 2,447,990 2,242,387
Depreciation 978,896 974,300 954,388
Total operating expenses $ 4,425,679 $ 4,646,630 $ 4,499,437

Field operating expenditures were 19% under budget.

Administrative and general expenditures decreased by approximately $1,500, compared to 2015 due primarily to
decreased costs of administrative and management service costs. Actual 2016 expenses were $1,225,876 or 2%
under budget.

Depreciation increased by approximately $4,600 during 2015.

Capital Contribution and Transfers

2016 2015 2014

Year Ending December 31
Capital contributions $ 4,323,357 $ 2,367,126 $ 1,691,356

Cash capital contributions were $2,182,357 (not including noncash contributions of $2,141,000) or 312% of the
budget and total contributions were up $1,563,425 from 2015.



East Larimer County Water District
Management’s Discussion and Analysis
For the Years Ended December 31, 2016 and 2015

Capital Assets (Net of Depreciation)

Year Ending December 31 2016 2015 2014
Water rights $ 19,595,073 $ 17,718,090 $ 17,155,590
Water rights pending change of use 4,981,674 4,502,490 3,364,278
Land and right of way 291,150 291,150 291,150
Construction in progress 127,717 89,980 3,449,423
Filter plant 4,794,797 4,970,795 5,146,793
Building and improvements 471,786 535,115 590,923
Transmission and distribution system 22,636,428 22,514,091 20,103,810
Transportation equipment 140,403 118,566 148,933
Water Storage 2,660,313 2,273,736 -
Office furniture and equipment 9,191 16,543 30,951
Other equipment 7,626 20,514 46,649
Total $ 55,716,158 $ 53,051,070 $ 50,328,500

During 2016 the District expended approximately $400,000 to continue construction of storage reservoirs on the
Overland Trail Ponds project. Also, approximately $900,000 was expended to replace aging infrastructure in the
District. Further capital asset information is available in the notes (see pages 18-19).

Debt and Other Financial Obligations

The District long-term debt was $5,385,000 and $5,735,000 in 2016 and 2015, respectively. The decrease was
due to retirement of $350,000 of the 2009B Water Enterprise Revenue Refunding Bonds. Further debt information
is available in the notes (see pages 20-21).

Contracts and Agreements

The District is a party to several contracts and cooperative agreements concerning the financing, acquisition,
construction, operation, maintenance, and use of certain water facilities.

Contacting the District’s Financial Management

This financial report is designed to provide the District's citizens, taxpayers, investors, and creditors with a general
overview of the District's finances and to demonstrate the District's accountability for the money it receives. If you
have questions about this report or need additional financial information, contact East Larimer County Water
District, 232 South Link Lane, Fort Collins, Colorado 80524.
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East Larimer County Water District

Statements of Net Position

December 31, 2016 2015
Assets
Current assets
Cash and cash equivalents $ 513,992 S 970,793
Investments 8,913,891 6,248,503
Receivables, net 192,482 250,917
Prepaid expenses 135,633 118,551
Total current assets 9,755,998 7,588,764

Non-current assets

Capital assets

Property, plant and equipment, net 55,716,158 53,051,070
Other non-current assets
Investment in joint venture accounted for using the equity method (133,215) (230,528)
Total non-current assets 55,582,943 52,820,542
Total assets 65,338,941 60,409,306
Deferred outflows of resources
Deferred loss on refunding of bonds 6,376 12,563
Deferred outflows of resources relating to pensions 530,103 310,834
Total deferred outflows of resources 536,479 323,397

Liabilities
Current liabilities

Current portion of long-term debt 365,000 350,000

Accounts payable 254,742 283,172

Accrued interest payable 17,852 18,727

HRA liability 463,479 392,582
Total current liabilities 1,101,073 1,044,481
Non-current liabilities

Accrued compensated absences 23,935 23,100

Long-term debt (net of current maturities

and unamortized discount and premium) 5,028,731 5,398,130

Net pension liability 2,002,235 1,699,410
Total non-current liabilities 7,054,901 7,120,640
Total liabilities 8,155,974 8,165,121
Deferred inflows of resources

Deferred inflows of resources relating to pensions 57,551 341
Total deferred inflows of resources 57,551 341
Net position

Net investment in capital assets 50,328,803 47,315,503

Unrestricted 7,333,092 5,251,738
Total net position $ 57,661,895 S 52,567,241

The accompanying notes are an integral part of the financial statements.
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East Larimer County Water District

Statements of Revenues, Expenses and Changes in Net Position

For the years ended December 31,

2016 2015

Operating revenues
Water service revenue

Operating expenses

$ 5,339,658 $ 4,635,981

Operating expenses 3,446,783 3,672,330
Depreciation 978,896 974,300
Total operating expenses 4,425,679 4,646,630
Operating income (loss) 913,979 (10,649)
Non-operating revenues (expenses)
Earnings on investments 9,298 2,027
Interest expense (225,631) (237,083)
Bonds service fees (200) (400)
Gain on disposal of capital assets 96,000 1,546
Equity in net loss of joint venture (53,565) (41,307)
Unrealized and realized gain on investments 31,416 61,307
Total non-operating revenues (expenses) (142,682) (213,910)
Net income (loss) before contributions 771,297 (224,559)
Capital contributions 4,323,357 2,367,126
Change in net position 5,094,654 2,142,567
Net position at beginning of year 52,567,241 50,424,674

Net position at end of year

$ 57,661,895 $ 52,567,241

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



East Larimer County Water District

Statements of Cash Flows

For the years ended December 31, 2016 2015
Cash flows from operating activities
Cash received from customers $ 5,398,093 S 4,850,399
Cash paid to suppliers (1,889,221) (3,449,800)
Cash paid to employees (1,399,334) (839,318)
Net cash flows from operating activities 2,109,538 561,281
Cash flows from capital and related financing activities
System development fees 2,182,357 618,932
Proceeds from sale of capital assets 10,000 2,459
Acquisition and construction of capital assets (1,406,438) (1,815,977)
Principal paid on long-term debt (350,000) (483,268)
Interest paid on long-term debt (226,506) (237,933)
Fees paid for revenue bonds (200) (400)
Net cash flows from capital and related financing activities 209,213 (1,916,187)
Cash flows from investing activities
Purchase of investments (8,612,460) (1,589,094)
Proceeds from redemption of investments 5,947,072 3,632,492
Cash invested in joint venture (150,878) (78,094)
Cash received from earnings on investments 40,714 63,334
Net cash flows from investing activities (2,775,552) 2,028,638
Net change in cash and cash equivalents (456,801) 673,732
Cash and cash equivalents at beginning of year 970,793 297,061
Cash and cash equivalents at end of year $ 513,992 § 970,793
Reconciliation of operating income (loss) to net cash flows from operating activities:
Operating income (loss) S 913,979 § (10,649)
Adjustments to reconcile operating income to net cash flows from
operating activities:
Depreciation 978,896 974,300
Amortization 1,788 3,015
Change in accounts receivable allowance (88,811) 43,711
Change in assets and liabilities:
Receivables 147,246 214,418
Prepaid expenses (17,082) 28,001
Accounts payable and HRA liability 31,921 (808,484)
Accrued compensated absences 835 (323)
Net pension liability and related items 140,766 117,292
Net cash flows from operating activities $ 2,109,538 S 561,281
Non-cash investing, capital and financing activities:
Contributed capital assets $ 2,141,000 $ 1,748,194
Trade-in value of water asset exchanged $ 176,000 S -
Capital assets acquired with accounts payable S 10,546 S 133,612

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



East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

1. Summary of Significant Accounting Policies

Form of Organization

East Larimer County Water District (the “District”) is organized under the provisions of Section 32-1-305 (6)
of the Colorado Revised Statutes (“C.R.S.”). It is a quasi-municipal corporation and a political subdivision
of the State of Colorado with all powers thereof, which includes the power to levy taxes against property
within the District.

The financial statements of the District 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 principles. The District’s significant accounting policies are
described below.

Reporting Entity

In conformity with GASB financial reporting standards, the District is the reporting entity for financial
reporting purposes. The District is the primary government financially accountable for all activities of the
District. The District meets the criteria of a primary government: its Board of Directors are the publicly
elected governing body; it is a legally separate entity; and it is fiscally independent. The District is not
included in any other governmental reporting entity.

As defined by GAAP established by the GASB, the financial reporting entity consists of the primary
government, as well as component units, which are legally separate organizations for which elected
officials of the primary government are financially accountable. Financial accountability is defined as:

1) Appointment of a voting majority of the component unit’s governing board, and either, a) the
ability to impose its will by the primary government, or b) there is a potential for the component
unit to provide specific financial benefits to, or impose specific financial burdens on, the primary
government; or

2) Fiscal dependency on the primary government and there is a potential for the organization to
provide specific benefits to, or impose specific financial burdens on the primary government
regardless of whether the organization has (1) a separately elected governing board, (2) a
governing board appointment by a higher level of government, or (3) a jointly appointed board.

Based on the above criteria, there are no other organizations that would be considered component units of
the District. The District meets the criteria of an “other stand alone government.”

Basic Financial Statements

The District is a special-purpose government engaged only in business-type activities. As such, enterprise
fund financial statements are presented.

Basis of Accounting

Proprietary funds, which include enterprise funds, are accounted for on a flow of economic resources
measurement focus using the accrual basis of accounting. Therefore, all assets, deferred outflows of
resources, liabilities and deferred inflows of resources associated with the operation of this fund are
included on the statements of net position. Revenues and expenses are recorded in the accounting period
in which they are earned or incurred, and become measurable. Total net position is segregated into net
investment in capital assets, and unrestricted net position. Proprietary fund-type operating statements
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East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

present increases (e.g., revenues) and decreases (e.g., expenses) in net position. Proprietary funds are
used to account for activities similar to those found in the private sector, where the determination of net
income is necessary or useful to sound financial administration.

Budgets and Budgetary Accounting

An annual budget and appropriation resolution is adopted by the Board of Directors (the “Board”) in
accordance with state statutes. The budget is prepared on a basis consistent with GAAP, except that
capital asset additions and principal payments are budgeted as expenditures and debt proceeds are
budgeted as revenues.

1. On or about October 15, the District staff submits to the Board of Directors a proposed operating
budget for the fiscal year commencing the following January 1. The operating budget includes
proposed expenditures and the means of financing them.

2. Public hearings are conducted at regular Board meetings to obtain taxpayer comments.

3. Prior to December 31, the budget is legally adopted by the Board.

4. Unused appropriations lapse at the end of each year.

The total appropriated expenditures, original and final, for the District were $9,866,564 for the year ended
December 31, 2016.

Cash and Cash Equivalents

The District considers all highly liquid investments with original maturities of three months or less, which
are available for operating expenditures, to be cash equivalents. Cash and cash equivalents held in
custodial accounts for investment purposes are treated as investments.

Investments

Investments, consisting of funds invested in a local government investment pool, marketable debt and
equity securities and certificates of deposit, are measured at fair value in accordance with GASB Statement
No. 72, Fair Value Measurement and Application.

Allowance for Doubtful Accounts

The District’s receivables are due from commercial and residential customers within the District service
area. The District’s policy for collections is limited to the right to discontinue service and to place liens on
property. The District had an allowance of $-0- and $88,111 at December 31, 2016 or 2015, respectively.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid expenses, an asset, in the accompanying financial statements.

Capital Assets

Capital assets are defined by the District as assets with an initial, individual cost of more than $5,000 and
an estimated useful life in excess of one year. Such assets are valued at historical cost or estimated
historical cost if actual historical cost is not available. Donated capital assets are valued at their estimated
fair value on the date donated. The costs of normal maintenance and repairs that do not add to the value
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East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

of the asset or materially extend the asset’s life are expensed.

Depreciation of capital assets is charged as an expense against operations. Depreciation has been provided
over the estimated useful lives using the straight-line method. The estimated useful lives are as follows:

Estimated Lives

Filter plant 50 years
Building and improvements 10 - 40 years
Transmission and distribution system 5 - 50 years
Transportation equipment 5 -7 years
Water Storage 10 - 50 years
Office furniture and equipment 5 - 20 years
Other equipment 5-10 years
Water rights, land and right of way, and construction in progress n/a

Joint Venture

The District is a participant with Fort Collins/Loveland Water District (“FCLWD”) and North Weld County
Water District (“NWCWD”), in a joint venture to operate Soldier Canyon Filter Plant (the “Plant”), the
filter plant from which the District, FCLWD, and NWCWD purchase 100% of their water. The Plant is
governed by a six-member steering committee composed of two appointees from each district. Each
district is charged for their respective share of the water purchased from the Plant and may be assessed for
capital improvements made at the plant on a periodic basis. Major capital improvements to the plant are
funded by the individual districts independently and included in each of the district’s capital assets. As
such, the depreciation expense for these assets has also been reflected in the financial statements of the
District, FCLWD, and NWCWD. The District’s net investment and its share of the operating results of the
Plant are reported in the accompanying statements of net position, and revenues, expenses and changes in
net position. The District’s deficit interest in the Plant was (5133,215) and ($230,528) at December 31,
2016 and 2015, respectively. Complete financial statements for the Plant may be obtained from the
Plant’s administrative office at 4424 LaPorte Avenue, Ft. Collins, Colorado 80521.

Debt Issuance Costs

Debt issuance costs are recognized as an expense during the period of issuance.

Debt Related Deferrals

Debt premiums and discounts and losses on refunding are deferred and amortized to interest expense over
the life of the debt using the effective interest method. The deferred loss on refunding is reported as a
deferred outflow in the accompanying statements of net position. The net premiums and discounts are
presented as an adjustment to the face amount of the debt.

Accrued Compensated Absences Payable

Obligations associated with the District’s vacation policy are recorded as a liability and expense and when
earned to the extent that such benefits vest to the employee. The amount of the accrued and unpaid

balance due under this policy is considered a long-term-liability. The District has recorded a liability of
$23,935 and $23,100 at December 31, 2016 and 2015, respectively.

12



East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position
that applies to a future period(s) and will not be recognhized as an outflow of resources
(expense/expenditure) until then.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition of net
position that applies to a future period(s) and will not be recognized as an inflow of resources (revenue)
until that time.

Pensions

The District 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 at PERA are reported at fair value.

Net position
Net position is classified in the following categories:

Net Investment in Capital Assets - This category groups all capital assets, including infrastructure, into
one component of net position. Accumulated depreciation and the outstanding balances of debt that
are attributable to the acquisition, construction, or improvement of these assets reduce this category.

Restricted Net Position - This category presents external restrictions imposed by creditors, grantors,
contributors, or laws or regulations of other governments, and restrictions imposed by law through
constitutional provisions or enabling legislation.

Unrestricted Net Position - This category represents the net position of the District, which is not
restricted for any project or other purpose. A deficit will require future funding.

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

Revenue Recognition

Revenues are recognized when earned. Metered water accounts are read and billed monthly on 30 day
cycles. Unbilled water charges are accrued for the period from the last meter reading through year-end
and are included in receivables. At December 31, 2016 and 2015, there were no unbilled accounts
receivable.

Operating Revenues and Expenses

The District distinguishes between operating revenues and expenses and non-operating items in the
statements of revenues, expenses and changes in net position. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with the District’s purpose
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East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

of providing water services to its customers. Operating revenues consist of charges to customers for
services provided. Operating expenses include the cost of service, administrative expenses, and
depreciation of assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses or capital contributions.

Contributions in Aid of Construction

Contributions of cash, transmission lines, and water rights to the District by developers, customers, or by
agreements with others are treated as capital contributions on the District’s statements of revenues,
expenses and changes in net position.

Use of Estimates

The preparation of financial statements, in conformity with GAAP, requires management to make estimates
and assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates and could be material.

Reclassification

In the financial statements, certain amounts that were previously reported as cash and cash equivalents
are now being reported as investments. There was no impact to the change in net position for the year
ended December 31, 2015.

2. Cash and Investments

Custodial Credit Risk - Deposits

Colorado state statutes govern the entity’s deposits of cash. For deposits in excess of federally insured
limits, C.R.S. require the depository institution to maintain collateral on deposit with an official custodian
(as authorized by the State Banking Board). The Colorado Public Deposit Protection Act (“PDPA”) requires
state regulators to certify eligible depositories for public deposit. PDPA requires the eligible depositories
with public deposits in excess of the federal insurance levels to create a single institutional collateral pool
of obligations of the State of Colorado or local Colorado governments and obligations secured by first lien
mortgages on real property located in the State. The pool is to be maintained by another institution or
held in trust for all uninsured public deposits as a group. The market value of the assets in the pool must
be at least 102% of the uninsured deposits. At December 31, 2016 and 2015, the District had deposits with a
financial institution with a carrying amount of $513,592 and $970,393, respectively. The bank balances
with the financial institution were $557,717 and $1,030,652, respectively. Of these amounts, $250,000 was
covered by federal depository insurance. The remaining balances of $307,717 and $780,652 respectively,
were collateralized with securities held by the financial institutions’ agents but not in the District’s name.

Cash and cash equivalents held by the District at December 31 were as follows:

2016 2015
Cash on hand S 400 S 400
Cash on deposit with financial institutions 513,592 970,393
Total cash and cash equivalents $ 513,992 $§ 970,793
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Investments

C.R.S. specifies investment instruments meeting defined rating and risk criteria in which special districts
may invest, which include:

Certificates of deposit with an original maturity in excess of three months
Certain obligations of the United States and U.S. Government agency securities
Certain international agency securities

General obligation and revenue bonds of U.S. local government entities
Banker’s acceptance of certain banks

Commercial paper

Written repurchase agreements collateralized by certain authorized securities
Certain money market funds

Guaranteed investment contracts

Local government investment pools

District policy is to hold investments until maturity.

Custodial Credit Risk - Investments

Custodial credit risk of investments is the risk that, in the event of the failure of the counterparty, the
District will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. As of December 31, 2016 and 2015, none of the District’s investments were
exposed to custodial credit risk.

At December 31, 2016, the District had the following investments and quality ratings:

Weighted
Average Concentration
S&P Moody Maturity of Credit

Investments Rating Rating Fair Value in years Risk
Cash and cash equivalents Not rated Not rated $2,360,868 n/a 26.5%
Government agency bonds AA+ AAA to Aaa 209,346 1.3 2.3%
U.S. Treasury notes AA+ AAA 2,653,086 3.0 29.8%
Corporate debt AAA to A AA3 to A2 100,025 0.8 1.1%
Colotrust Aaa AAAmM 1,552,923 n/a 17.4%
Certificates of deposit Not rated Not rated 2,037,643 1.0 22.9%

Total $8,913,891
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At December 31, 2015, the District had the following investments and quality ratings:

Weighted
Average Concentration
S&P Moody Maturity of Credit

Investments Rating Rating Fair Value in years Risk
Cash and cash equivalents Not rated Not rated S 132,866 n/a 2.1%
Government agency bonds AA+ AAA to Aaa 215,157 2.3 3.4%
U.S. Treasury notes AA+ AAA 735,291 3.0 11.8%
Corporate debt AAA to A AA3 to A2 600,867 0.8 9.6%
Colotrust Aaa AAAmM 968,128 n/a 15.5%
Certificates of deposit Not rated Not rated 3,596,194 1.3 57.6%
Total $ 6,248,503
Fair Value

The District categorizes its fair value measurement within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

The fair value of investments at December 31, 2016 was:

Total Level 1 Level 2 Level 3
Descripiton
Cash and cash equivalents $2,360,868 $2,360,868 S - S -
Government agency bonds 209,346 - 209,346 -
U.S. Treasury notes 2,653,086 - 2,653,086 -
Corporate debt 100,025 - 100,025 -
Colotrust 1,552,923 - 1,552,923 -
Certificates of deposit 2,037,643 - 2,037,643 -
$8,913,891 $2,360,868 $6,553,023 $ -
The fair value of investments at December 31, 2015 was:
Total Level 1 Level 2 Level 3
Descripiton
Cash and cash equivalents S 132,866 $§ 132,866 S - S -
Government agency bonds 215,157 - 215,157 -
U.S. Treasury notes 735,291 735,291 -
Corporate debt 600,867 600,867 -
Colotrust 968,128 968,128 -
Certificates of deposit 3,596,194 3,596,194 -
$ 6,248,503 S 132,866 S$ 6,115,637 S -
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The fair values of cash and cash equivalents are equal to the sum of the account balances.

The fair values of government and corporate bonds, U.S. Treasury notes, and Colotrust are based on
current interest rates for instruments with similar characteristics, as estimated by the custodians of the
securities. Certificates of deposit are valued at cost plus accrued interest, which approximates fair value.
Management has determined that the pricing models utilized by the custodians provide reasonable
estimations of the fair values of the securities.

Interest Rate Risk

The District does not have a formal written investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates; however, the District
adheres to state statutes. C.R.S. limits investment maturities to five years or less from the date of
purchase. This limit on investments is a means of limiting exposure to fair value losses arising from
increasing interest rates.

Local Government Investment Pools

At December 31, 2016 and 2015, the District had invested $1,552,923 and $968,128, respectively, in the
Colorado Liquid Asset Trust (the “Trust”), a local government investment pool. As an investment pool, the
Trust operates under the Colorado Revised Statutes (24-75-701) and is overseen by the Colorado Securities
Commissioner. The Trust is exempt from registration with the Securities and Exchange Commission. The
Trust offers shares in two portfolios, COLOTRUST PRIME and COLOTRUST PLUS+. Both portfolios are rated
AAAm by Standard and Poor’s and may invest in U.S. Treasury Securities, repurchase agreements
collateralized by U.S. Treasury Securities, and the highest rated commercial paper. Wells Fargo Bank
serves as custodian for the Trust’s portfolios and provides services as the depository in connection with
direct investments owned by the Trust. Separate financial statements can be obtained by calling (303)
864-7474 or going to www.colotrust.com.

3. Receivables

Receivables consist of the following at December 31:

2016 2015
Water service $ 170,294 § 231,833
Accrued interest 18,556 18,556
Miscellaneous 3,632 528
Total $ 192,482 § 250,917
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4, Capital Assets

Capital asset activity for the year ended December 31, 2016, was as follows:

Beginning Deletions and Ending
Balance Additions  Reclassifications Balance
Capital assets, not being depreciated:
Water rights $17,718,090 $1,936,000 $ (59,017) $19,595,073
Water rights pending change of use 4,502,490 510,167 (30,983) 4,981,674
Land and right of way 291,150 - - 291,150
Construction in progress 89,980 117,030 (79,293) 127,717
Total capital assets, not being depreciated 22,601,710 2,563,197 (169,293) 24,995,614
Capital assets, being depreciated:
Filter plant 8,737,064 - - 8,737,064
Buildings and improvements 1,483,019 - - 1,483,019
Transmission and distribution system 34,192,550 855,398 (58,976) 34,988,972
Transportation equipment 401,379 52,267 (13,739) 439,907
Water Storage 2,276,436 380,152 21,239 2,677,827
Office furniture and equipment 599,780 - - 599,780
Other equipment 686,826 - (3,515) 683,311
Total capital assets, being depreciated 48,377,054 1,287,817 (54,991) 49,609,880
Less accumulated depreciation for:
Filter plant (3,766,269) (175,998) - (3,942,267)
Buildings and improvements (947,904) (63,329) - (1,011,233)
Transmission and distribution system (11,678,459) (674,085) - (12,352,544)
Transportation equipment (282,813) (30,430) 13,739 (299,504)
Water storage (2,700) (14,814) - (17,514)
Office furniture and equipment (583,237) (7,352) - (590,589)
Other equipment (666,312) (12,888) 3,515 (675,685)
Total accumulated depreciation (17,927,694) (978,896) 17,254 (18,889,336)
Total capital assets, being depreciated, net 30,449,360 308,921 (37,737) 30,720,544
Capital assets, net $53,051,070 $2,872,118 § (207,030) $55,716,158
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Capital asset activity for the year ended December 31, 2015, was as follows:

Beginning Deletions and Ending
Balance Additions Reclassifications Balance
Capital assets, not being depreciated:
Water rights $ 17,155,590 $ 562,500 $ 17,718,090
Water rights pending change of use 3,364,278 1,138,212 4,502,490
Land and right of way 291,150 - - 291,150
Construction in progress 3,449,423 1,739,619 (5,099,062) 89,980
Total capital assets, not being depreciated 24,260,441 3,440,331 (5,099,062) 22,601,710
Capital assets, being depreciated:
Filter plant 8,737,064 - 8,737,064
Buildings and improvements 1,472,920 10,099 - 1,483,019
Transmission and distribution system 31,131,779 238,145 2,822,626 34,192,550
Transportation equipment 401,379 - - 401,379
Water storage - 2,276,436 2,276,436
Office furniture and equipment 599,780 - - 599,780
Other equipment 686,048 9,208 (8,430) 686,826
Total capital assets, being depreciated 43,028,970 257,452 5,090,632 48,377,054
Less accumulated depreciation for:
Filter plant (3,590,271) (175,998) (3,766,269)
Buildings and improvements (881,997) (65,907) (947,904)
Transmission and distribution system (11,027,969) (650,490) (11,678,459)
Transportation equipment (252,446) (30,367) (282,813)
Water storage - (2,700) (2,700)
Office furniture and equipment (568,829) (14,408) (583,237)
Other equipment (639,399) (34,430) 7,517 (666,312)
Total accumulated depreciation (16,960,911) (974,300) 7,517 (17,927,694)
Total capital assets, being depreciated, net 26,068,059 (716,848) 5,098,149 30,449,360
Capital assets, net $ 50,328,500 $ 2,723,483 S (913) $ 53,051,070

19



East Larimer County Water District
Notes to Financial Statements

December 31, 2016 and 2015

5. Long-Term Debt
A summary of the District’s long-term debt was as follows as of December 31:

2016 2015

$3,610,000 - 2009A water enterprise revenue bonds were issued to finance
improvements to the District's distribution system. Interest, with rates
ranging from 2.0% to 4.5%, is payable semiannually through December 1, 2028.
The obligations are secured by net revenues of the system. $3,550,000 $3,560,000

$4,315,000 - 2009B water enterprise revenue refunding bonds were issued to

refund the 1998 water refunding bonds. Interest, with rates ranging from 3.0%

to 4.0%, is payable semiannually through December 1, 2028. The obligations

are secured by net revenues of the system. 1,835,000 2,175,000

Total long-term debt $5,385,000 $5,735,000

The annual requirements to amortize all debt outstanding as of December 31, 2016, are as follows:

Year Ending
December 31, Principal Interest Total

2017 § 365,000 S§ 214,218 § 579,218
2018 375,000 202,355 577,355
2019 385,000 189,230 574,230
2020 400,000 175,755 575,755
2021 420,000 161,755 581,755
2022 - 2026 2,355,000 542,055 2,897,055
2027 - 2028 1,085,000 73,005 1,158,005
Total $ 5,385,000 S 1,558,373 § 6,943,373

The 2009 bond resolutions require that the reserve fund be funded in an amount equal to the least of (1)
100% of the maximum annual payment of principal and interest, (2) 125% of the average payment of
principal and interest, or (3) 10% of the outstanding principal amount of the principal amount of the bonds.
On June 9, 2009 the District purchased two insurance policies from Assured Guaranty Corp. to meet these
requirements of the 2009 bond issues; therefore, no balances have been placed in reserve.
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A summary of changes in debt for December 31, 2016, were as follows:

Beginning Ending Due Within
Balance Additions Retirements Balance One Year
2009A water enterprise revenue bonds $3,560,000 S - $ 10,000 $3,550,000 S 10,000
2009B water enterprise revenue refunding
bonds 2,175,000 - 340,000 1,835,000 355,000
Accrued compensated absences 23,100 453,743 452,908 23,935
Totals 5,758,100 $ 453,743 $ 802,908 5,408,935 $ 365,000
Current portion of long-term debt (350,000) (365,000)
Net bond premium 17,872 13,003
Net bond discount (4,742) (4,272)
Noncurrent portion of long-term debt $5,421,230 $5,052,666

6. Reconciliation of Budget Basis Accounting to GAAP Financial Statements

The District prepares its annual budget on a non-GAAP basis of accounting. Below is a reconciliation of the

budget basis accounting to GAAP basis:

2016 2015
Revenues per non-GAAP budgetary statement $7,562,729 S 5,318,247
Expenditures per non-GAAP budgetary statement (6,473,942) (6,420,764)
Excess (Deficit) of budgeted revenues over budgeted expenditures 1,088,787 (1,102,517)
Non-GAAP revenues/expenditures:
Bond principal 350,000 486,283
Capital expenditures 2,302,238 1,949,589
Contribution to joint venture 150,878 78,094
GAAP revenue/expense - adjustments:
Depreciation expense (978,896) (974,300)
Amortization of debt deferrals (1,788) (3,015)
Equity in net loss of joint venture (53,565) (41,307)
Non-cash contributed capital assets 2,141,000 1,748,194
Gain on disposition of capital assets 96,000 1,546
Change in net position $5,094,654 S 2,142,567

7. Risk Management

The District is exposed to various risks of loss related to torts, thefts of, damage to, or destruction of
assets, errors and omissions, or natural disasters. The District is a member of the Colorado Special Districts
Property and Liability Pool (the “Pool”). The Pool is an organization composed of approximately 1,100
members created by an intergovernmental agreement to provide property and general liability, automobile
physical damage and liability, public officials’ liability, and boiler and machinery coverage to its members.
The Pool provides coverage for property claims up to the values declared and liability and public officials’

coverage for claims up to $1,000,000.
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At December 31, 2015 (the most current audited financial statements) the Pool has total admitted assets of
$44,054,744, liabilities of $24,739,781, and unassigned surplus of $19,314,963. The liability amount
includes no long-term debt. Total revenue for 2015 amounted to $16,561,452 and total expenses were
$14,839,993 resulting in net income of $1,721,459. The amount of the District’s share of these amounts is
less than 1%.

8. Public Employees’ Retirement Association of Colorado

Plan description

Eligible employees of the District are provided with pensions through the Local Government Division Trust
Fund—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 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.org/investments/
pera-financial-reports.

Benefits 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 CRS § 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:

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

e 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.

The lifetime retirement benefit for all eligible retiring employees under the Denver Public Schools (“DPS”)
Benefit Structure is the greater of the:

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

e $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.
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Benefit recipients who elect to receive a lifetime retirement benefit are generally eligible to receive post-
retirement cost-of-living adjustments (“COLAs”), referred to as annual increases in the CRS 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 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) who will receive the benefits.

Contributions

Eligible employees and the District are required to contribute to the LGDTF at a rate set by Colorado
statute. The contribution requirements are established under CRS § 24-51-401, et seq. Eligible employees
are required to contribute 8 percent of their PERA-includable salary. The employer contribution
requirements are summarized in the table below:

Rate
Employer Contribution Rate' 10.00%
Amount of Employer Contribution apportioned (1.02)%
to the Health Care Trust Fund as specified in
CRS § 24-51-208(1)(f)

Amount Apportioned to the LGDTF’ 8.98%
Amortization Equalization Disbursement (AED) 2.20%
as specified in CRS § 24-51-411"

Supplemental Amortization Equalization 1.50%
Disb1ursement (SAED) as specified in CRS 24-51-

411

Total Employer Contribution Rate to the LGDTF' 12.68%

'Rates are expressed as a percentage of salary as defined in CRS § 24-51-101(42).

Employer contributions are recognized by the LGDTF in the period in which the compensation becomes
payable to the member and the District is statutorily committed to pay the contributions to the LGDTF.
Employer contributions recognized by the LGDTF from the District were $126,850 and $130,890,
respectively, for the years ended December 31, 2016 and 2015.

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

At December 31, 2016 and 2015, the District reported a liability of $2,002,235 and $1,699,410,

respectively, for its proportionate share of the net pension liability. The net pension liability was measured

as of December 31, 2015 and 2014, and the total pension liability used to calculate the net pension liability

was determined by an actuarial valuation as of December 31, 2014 and 2013. Standard update procedures

were used to roll forward the total pension liability to December 31, 2015 and 2014. The District’s
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proportion of the net pension liability was based on District contributions to the LGDTF for the calendar
year 2015 and 2014 relative to the total contributions of participating employers to the LGDTF.

At December 31, 2015, the District’s proportion was 0.18176 percent, which was a decrease of 0.00784
percent from its proportion measured as of December 31, 2014. At December 31, 2014, the District’s

proportion was 0.18960, which was an increase of .01907 from its proportion measured as of December 31,
2013.

For the years ended December 31, 2016 and 2015, the District recognized pension expense of $269,178 and
$248,183, respectively.

At December 31, 2016, the District reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources
Differences between expected and actual experience S 14,950 S -
Changes of assumptions or other inputs - 36,674
Net difference between projected and actual earnings on
pension plan investments 388,303
Changes in proportion and differences between contributions
recognized and proportionate share of contributions - 20,877
District contributions subsequent to the measurement date 126,850
Total S 530,103 S 57,551

The $126,850 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, 2017. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ended December 31, Amortization

2017 S 73,575
2018 90,808
2019 102,121
2020 79,198

S 345,702
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At December 31, 2015, the District reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience S - S 341
Net difference between projected and actual earnings on pension
plan investments 92,159
Changes in proportionate share 87,785
District contributions subsequent to the measurement date 130,890
S 310,834 S 341

Actuarial assumptions

The total pension liability in the December 31, 2014 actuarial valuation was determined using the following
actuarial assumptions and other inputs:

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 investment Rate of Return, net of pension
plan investment expenses, including price inflation 7.50 percent

Future post-retirement benefit increases:
PERA Benefit 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

Mortality rates were based on the RP-2000 Combined Mortality Table for Males or Females, as appropriate,
with adjustments for mortality improvements based on a projection of Scale AA to 2020 with Males set
back 1 year, and Females set back 2 years.

The actuarial assumptions used in the December 31, 2014 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.

Changes to assumptions or other inputs since the December 31, 2013 actuarial valuation are as follows:

The following programming changes were made:

Valuation of the full survivor benefit without any reduction for possible remarriage.
Reflection of the employer match on separation benefits for all eligible years.
Reflection of one year of service eligibility for survivor annuity benefit.

Refinement of the 18 month annual increase timing.
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¢ Refinements to directly value certain and life, modified cash refund and pop-up benefit forms.
The following methodology changes were made:

e Recognition of merit salary increases in the first projection year.

e Elimination of the assumption that 35% of future disabled members elect to receive a refund.

e Removal of the negative value adjustment for liabilities associated with refunds of future
terminating members.

e Adjustments to the timing of the normal cost and unfunded actuarial accrued liability payment
calculations to reflect contributions throughout the year.

The LGDTF’s long-term expected rate of return on pension plan investments was determined using 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 for each major asset class. These ranges
were combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and then adding expected inflation.

As of the November 15, 2013 adoption of the 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:

10 Year Expected Geometric
Asset Class Target Allocation Real Rate of Return *
U.S. Equity - Large Cap 26.76% 5.00%
U.S. Equity - Small Cap 4.40% 5.19%
Non U.S. Equity - Developed 22.06% 5.29%
Non U.S. Equity - Emerging 6.24% 6.76%
Core Fixed Income 24.05% 0.98%
High Yield 1.53% 2.64%
Long Duration Gov’t/Credit 0.53% 1.57%
Emerging Market Bonds 0.43% 3.04%
Real Estate 7.00% 5.09%
Private Equity 7.00% 7.15%
Total 100.00%

* In setting 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 7.50%.

Discount rate

The discount rate used to measure the total pension liability was 7.50 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:

e 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, the total covered payroll was
assumed to increase annually at a rate of 3.90%.

e Employee contributions were assumed to be made at the current member contribution rate.
Employee contributions for future plan members were used to reduce the estimated amount of
total service costs for future plan members.
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Employer contributions were assumed to be made at rates equal to the fixed statutory rates
specified in law, 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 total 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.

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 depleted). When AIR cash flow
timing is a factor in the SEIR determination process (i.e., the plan’s fiduciary net position is
projected to be 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 actuarial cost method and assumptions, the LGDTF’s fiduciary net position was
projected to be available to make all projected future benefit payments of current members. Therefore,
the long-term expected rate of return on 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. There was no change in the discount rate from the prior measurement

date.

Sensitivity of the District’s proportionate share of the net pension liability to changes in the discount rate

The following presents the proportionate share of the net pension liability calculated using the discount
rate of 7.50 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 (6.50 percent) or 1-percentage-
point higher (8.50 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)
Proportionate share of the net pension
liability $3,069,631 $2,002,235 $1,116,936

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.org/investments/pera-financial-reports.
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9. Postemployment Healthcare Benefits

Plan description

The District contributes to the Health Care Trust Fund ("HCTF"), a cost-sharing multiple-employer
healthcare trust administered by PERA. The HCTF benefit provides a health care premium subsidy and
health care programs (known as PERACare) to PERA participating benefit recipients and their eligible
beneficiaries. Title 24, Article 51, Part 12 of the CRS, as amended, establishes the HCTF and sets forth a
framework that grants authority to the PERA Board to contract, self-insure and authorize disbursements
necessary in order to carry out the purposes of the PERACare program, including the administration of
health care subsidies. PERA issues a publicly available comprehensive annual financial report that includes
financial statements and required supplementary information for the HCTF. That report can be obtained at
www.copera.org/investments/pera-financial-reports.

Funding policy

The District is required to contribute at a rate of 1.02 percent of PERA-includable salary for all PERA
members as set by statute. No member contributions are required. The contribution requirements for the
District are established under Title 24, Article 51, Part 4 of the CRS, as amended. The apportionment of
the contributions to the HCTF is established under Title 24, Article 51, Section 208(1)(f) of the CRS, as
amended. For the years ended December 31, 2016, 2015, and 2014, the District’s contributions to the HCTF
were $10,204, $10,529 and $11,374, respectively, equal to their required contributions for each year.

10. Voluntary Investment Program

Plan description

Employees of the District that are also members of the LGDTF may voluntarily contribute to the Voluntary
Investment Program, an Internal Revenue Code Section 401(k) defined contribution plan administered by
PERA. Plan participation is voluntary and contributions are separate from other contributions made to
PERA. Title 24, Article 51, Part 14 of the CRS, as amended, assigns the authority to establish the Plan
provisions to the PERA Board of Trustees. PERA issues a publicly available comprehensive annual financial
report for the Program. That report can be obtained at www.copera.org/investments/pera-financial-
reports.

Funding policy

The Voluntary Investment Program is funded by voluntary member contributions up to the maximum limits
set by the Internal Revenue Service, as established under Title 24, Article 51, Section 1402 of the CRS, as
amended. In addition, the District has agreed to match employee contributions up to 3 percent of covered
salary as determined by the Internal Revenue Service. Employees are immediately vested in their own
contributions, employer contributions and investment earnings. The District did not make a contribution on
behalf of eligible members during the year ended December 31, 2016 and 2015.

11. TABOR Compliance

In November 1992, Colorado voters passed an amendment (the “Amendment” or “TABOR”) to the State
Constitution (Article X, Section 20), which limits the revenue raising and spending abilities of state and
local governments. The limits on property taxes, revenue, and “fiscal year spending” include allowable
annual increases tied to inflation and local growth in construction valuation. Fiscal year spending, as
defined by the Amendment, excludes spending from certain revenue and financing sources, such as federal
funds, gifts, property sales, fund transfers, damage awards, and fund reserves (balances). The Amendment
requires voter approval for any increase in mill levy or tax rates, new taxes, or creation of multi-year debt.
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Revenue earned in excess of the “spending limit” must be refunded or approved to be retained by the
District under specified voting requirements by the entire electorate. The Amendment also requires local
governments to establish emergency reserves to be used for declared emergencies only. Emergencies, as
defined by the Amendment, exclude economic conditions, revenue shortfalls, or salary or fringe benefit
increases. These reserves are required to be 3% or more of fiscal year spending (excluding bonded debt
service). The District is an enterprise fund and has no TABOR revenues, and therefore, has not set aside
any monies for emergencies as defined by TABOR.

The District believes it is in compliance with the provisions of TABOR. However, TABOR is complex and
subject to interpretation. Many of its provisions will require judicial interpretation.

12. Water Bank

During 2001, the District implemented a process whereby owners of water rights can irrevocably transfer
shares of water to the District in exchange for a holding receipt for such water. Transferors can assign raw
water as measured by a formula set out in the water bank agreement either to the District to meet raw
water requirements or to others for remuneration in exchange for a part or all of the holding receipts.

Change of use fees are to be applied to defray the cost of changing the use of the underlying water from
agriculture to municipal use. The value of the shares subject to the change of use is reflected in capital
assets under the category, “water rights pending change in use,” until such change has been approved.

13. Joint Venture

The District is a one-third owner of the Plant and is assessed contributions for capital improvement and
monthly charges based upon water used. The District utilizes the equity method of accounting for its
investment in the Plant.

The District's share of the Plant's net position, shown in the following table, is reflected in the
accompanying statements of net position under the caption “investment in joint venture accounted for
using the equity method.” This amount is further adjusted by amounts contributed for the construction of
assets controlled by the Plant and owned jointly and severally by each of the investors in the joint venture;
net of the related depreciation expense (the District’s share of depreciation is included in depreciation
expense of the District).
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Summary audited financial information of the Filter Plant as of and for the years ended December 31, 2016
and 2015, are as follows:

2016 2015

Current assets $ 791,023 § 893,333

Capital assets, net of accumulated depreciation 1,721,047 1,133,238

Deferred outflows of resources 602,505 239,971

Total assets and deferred outflows of resources $ 3,114,575 § 2,266,542
Current liabilities $ 263,887 S 352,020
Net Pension Liability 2,295,780 2,071,995
Deferred inflows of resources 157,769 42,015
Net position 397,139 (199,488)
Total liabilities, deferred inflows of resources and net position S 3,114,575 § 2,266,542
Operating revenues $ 3,188,183 S 3,106,437
Capital contributions 755,289 357,178
Non-operating revenues - 3,252
Operating expense (3,346,845) (3,233,610)
Change in net position $ 596,627 S 233,257

14. Commitments
On September 30, 2016, the District signed a contract with a construction company to complete a pipeline

project for a total contract price, including change orders, of $712,668. As of December 31, 2016, the
amount to completion was $308,295.

15. Subsequent Events

The District evaluated subsequent events through May 18, 2017 the date these financial statements were
available to be issued.

On October 20, 2016, the Steering Committee and Districts voted to transfer all Plant assets and operations
to a newly formed entity called, Solider Canyon Water Treatment Authority. The transfer occurred on
February 1, 2017 and the Plant ceased operating. This resulted in the District relinquishing all ownership in
the plant to the newly formed entity.

There were no other material subsequent events that required recognition or additional disclosure.
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East Larimer County Water District
Schedule of the District's Proportionate Share of the Net Pension Liability
Last Ten Years

2016 2015 2014

District's proportion of the net pension liability 0.18176% 0.18960% 0.17053%
District's proportionate share of the net pension liability $ 2,002,235 S 1,699,410 S 1,271,625
District's covered-employee payroll $ 1,038,532 S 1,048,599 S 926,523
District's proportionate share of the net pension liability as a

percentage of its covered-employee payroll 192.79% 162.06% 137.25%
Plan fiduciary net position as a percentage of the total

pension 76.90% 80.70% 77.66%

* The amounts presented for each fiscal year were determined as of 12/31 of the prior year.

Pension schedules are intended to show information for ten years, additional
years' information will be displayed as it becomes available.
See accompanying Independent Auditor's Report.
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2016 2015 2014
Statutorily Required Contribution S 126,850 $§ 130,890 S 131,736
Contributions in Relation to the Statutorily Required
Contribution 126,850 130,890 131,736
Contribution Deficiency (Excess) $ - S - S
Covered employee payroll S 1,026,024 S 1,038,532 $ 1,048,599
Contributions as a Percentage of Covered Employee Payroll 12.36% 12.60% 12.56%
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2013 2012 2011 2010 2009 2008 2007
S 115,364 S 109,681 $ 105,492 § 105915 S 96,759 S 91,100 S 77,174
115,364 109,681 105,492 105,915 96,759 91,100 77,174
S S S S S S S
S 926,523 $§ 871,425 S 859,502 S§ 859,427 S 884,540 $ 837,316 S 773,287
12.45% 12.59% 12.27% 12.32% 10.94% 10.88% 9.98%

See accompanying Independent Auditor's Report.
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East Larimer County Water District
Schedule of Revenues and Expenditures - Budget and Actual (Budgetary Basis)

For the Year Ended December 31, 2016
With Comparative Actual Amounts for Year Ended December 31, 2015

2016
Actual Variance with
Amounts Final Budget
Budgeted Amounts Budget Positive
Original Final Basis (Negative) 2015
Revenues
Operating revenues $ 4,450,225 4,450,225 § 5,339,658 $ 889,433 $§ 4,635,981
System development fees 824,736 824,736 2,182,357 1,357,621 618,932
Earnings on investments 50,000 50,000 40,714 (9,286) 63,334
Miscellaneous income 385,738 385,738 - (385,738)
Total revenues 5,710,699 5,710,699 7,562,729 1,852,030 5,318,247
Expenditures
Field operating expenditures
Source of supply 520,676 520,676 433,988 86,688 513,468
Water treatment 754,973 754,973 637,386 117,587 669,486
Transmission and distribution 1,467,817 1,467,817 1,149,533 318,284 1,265,036
Total field operating 2,743,466 2,743,466 2,220,907 522,559 2,447,990
Administrative and general
expenditures
Accounting and finance 12,100 12,100 15,874 (3,774) 8,250
Administrative
and management services 340,138 340,138 241,528 98,610 277,909
Billing and collection 55,902 55,902 71,903 (16,001) 73,730
Customer service 4,000 4,000 2,397 1,603 2,597
Personnel and training 834,655 834,655 894,174 (59,519) 861,854
Total administrative and general 1,246,795 1,246,795 1,225,876 20,919 1,224,340
Total operational expenditures 3,990,261 3,990,261 3,446,783 543,478 3,672,330
Non-operating expenditures
Debt service, interest and
paying agent fees 575,318 575,318 574,043 1,275 720,751
Capital expenditures 4,671,385 4,671,385 2,302,238 2,369,147 1,949,589
Contribution to joint venture 629,600 629,600 150,878 478,722 78,094
Total non-operating expenditures 5,876,303 5,876,303 3,027,159 2,849,144 2,748,434
Total expenditures 9,866,564 9,866,564 6,473,942 3,392,622 6,420,764

Excess (deficiency) of budgeted
revenues over budgeted

expenditures $ (4,155,865) $ (4,155,865) $ 1,088,787 $ 5,244,652 $ (1,102,517)

See accompanying Independent Auditor's Report.
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