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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Teller County Water and Sanitation District #1
Woodland Park, Colorado

We have audited the accompanying financial statements of the Teller County Water and Sanitation District
#1 (District) as of and for the year ended December 31, 2016, 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 our opinion 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 opinion.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND COLORADO SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
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INDEPENDENT AUDITORS’ REPORT - CONTINUED
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Teller County Water and Sanitation District #1 as of December 31, 2016, and the changes in
financial position and cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

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 through 7 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 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 inquires of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquires, 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.

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 supplementary information consisting of the schedule
of revenue, expense and changes in fund net position - proprietary fund, budgetary (non-GAAP basis) and
actual, and the schedule of expense - proprietary fund, budgetary (non-GAAP basis) and actual, is presented
for the purpose of additional analysis and is not a required part of the basic financial statements.

The supplementary information is the responsibility of management, was derived from, and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such
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 basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the supplementary information is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

(wire, Pevsert & Fforpati 1017

Colorado Springs, Colorado
June 26, 2017



MANAGEMENTS’ DISCUSSION AND ANALYSIS



Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2016

This management’s discussion and analysis (MD&A) of the Teller County Water and Sanitation District #1
(District) financial performance provides an overall review of the District’s financial activities for the fiscal
year ended December 31, 2016. The intent of this MD&A is to look at the District’s financial performance
as a whole. The MD&A should be read in conjunction with the District’s financial statements with notes, to
enhance understanding of the District’s financial performance. The MD&A is an element of the reporting
model adopted by the Governmental Accounting Standards Board (GASB).

The District is a special district organized under the Colorado Statutes to provide water and sewer services
to property owners and residents located within the District. The District is a primary governmental agency.

Overview of the financial statements

The MD&A is intended to serve as an introduction to the District’s financial statements, which are
comprised of:

e Financial Statements
o Statement of fund net position - proprietary fund
o Statement of revenue, expense and changes in fund net position - proprietary fund
o Statement of cash flows - proprietary fund
e Notes to the financial statements
o Summary of significant accounting policies and notes to the financial statements
e Supplementary information

o Schedule of revenue, expense, and changes in fund net position - proprietary fund -
budgetary (non-GAAP basis) and actual

o Schedule of expense - proprietary fund, budgetary (non-GAAP basis) and actual
Current financial issues

The District receives revenue from two primary sources:

e The sale of water and sewer services to the owners and residents whose property resides within
the water district

e Collection of capital improvement fee
Secondary sources of revenue are:
e Late fees

o Tap fees

Major disbursements are the normal operating expenses of delivering water to the residents and the semi-
annual debt service payments. These disbursements are detailed in the financial statements.



Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2016

Capital improvements

In November 2009, the District provided information regarding the deficiencies in the water
system and steps the Board of Directors were taking to improve the system. A loan was secured from the
State of Colorado Drinking Water Revolving Fund. The Board solicited bids for the work on restoring the
storage tank, and selected a highly qualified construction company specializing in water and sanitary
systems. The contractor completed the work for replacing the tank in January 2012, at which time the
storage tank was back in service.

The tank project was Phase 1 of a two-phase project, with Phase 2 focused on critical upgrades and
improvements to the District’s aging infrastructure (new and upgraded water mains, etc.). As of May 2016,
Global Underground has completed most of Phase 2. The critical water mains have been replaced/upgraded.
What remains is a potential additional lateral connection in the system, but is currently on hold due to using
up the loan funds.

The Board worked with the State on rate increases that were required to meet loan repayment criteria as
established by the State. Rate increases went into effect February 2012. The total approved loan is
$1,718,000, with a 20-year repayment schedule that started in May 2012.

Additionally, budgeting for capital expenditures for 2017 were set at $31,000. This was for improvements to
Well 11A, Well 8 shut down costs, tank repairs, and plant improvements.

STATEMENT OF FUND NET POSITION - (balance sheet)

The statement of fund net position conveys the financial health of the District and includes all assets and
liabilities, both financial and capital. The District uses the accrual basis of accounting.

The comparative statements of net positions are as follows:

Increase
Assets 2016 2015 (Decrease)
Current assets $ 170,432 §$ §1.132 % 119,300
Capital assets 1,823,907 1,873,494 (49,587)
Total assets $ 1994339 § 1,924,626 § 69,713
Liabilities
Current liabilities $ 86,130 §$ 86,359 § (229)
Long-term liabilities 1,272,303 1,312,995 (40,692)
Total liabilities 1,358,433 1,399,354 (40,921)
Net position
Net investment in capital assets 473,577 484,010 (10,433)
Restricted 68,000 - 68,000
Unrestricted 94,329 41,262 53,067
Total net position 635,906 525,272 110,634
Total liabilities and net position $ 1,994339 § 1924626 $ 69,713




Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2016

Assets

Current assets increased by approximately $119,000, due to capital expense reimbursements received for
EDB mitigation.

Net capital assets decreased by approximately $50,000, related to current year depreciation.
Liabilities

Long-term liabilities decreased by approximately $41,000 as a result of current year additional long-term
debt used to finance the capital projects, and reductions for the current portion of long-term debt.

Net position

Restricted net assets increased $68,000, due to an allocation of cash reserves to an emergency fund used to
cover 3 months of operations and maintenance expenses, in accordance with loan covenants.

Total net position increased by approximately $111,000, due to current year operating income.

STATEMENT OF REVENUE, EXPENDITURES/EXPENSE AND CHANGES IN FUND NET
POSITION - (income statements)

Comparative statements and comments relating to significant changes follow:

Net Income
Increase

2016 2015 (Decrease)

Operating revenue $ 212,840 $ 208,597 $ 4,243
Operating expenditures/expense 317,507 315,694 (1,813)

Operating loss (104,667) (107,097) 2,430
Non-operating revenue 215,301 90,956 124,345
Net income $ 110,634 § (16,141) $ 126,775

Operating loss

Operating revenues increased by approximately $4,000, and expenses increased by approximately $2,000,
resulting in a net decrease in operating losses of approximately $2,000.

Non-operating revenue

Non-operating revenue increased by approximately $124,000, related to capital expense reimbursements
received for EDB mitigation.



Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2016

BUDGETED AMOUNTS

An analysis of budgeted amounts follows:

Budgeted Amounts Increase
Original Final (Decrease )
Revenue $ 468,042 § 468,042 $ -
Expenditures/expense 453,168 453,168 -
Net income $ 14874 % 14,874 $ -

There were no amendments made to the original budget.

SCHEDULE OF REVENUE AND EXPENDITURES/EXPENSE AND CHANGES IN FUND NET
POSITION —- BUDGET (NON-GAAP BASIS) AND ACTUAL - (income statement)

A comparison of the final budget and actual income, budgetary basis, statement follows:

Analysis of Budget to Actual Income Statement

Net Income
Actual Variance
Final Budgetary Favorable
Budget Basis (Unfavorable )
Revenue
Operating and non-operating revenue $ 335042  § 332952 § (2,090)
EDB capital expense recovery 133,000 133,232 232
Loan proceeds - 37,335 37,335
Total revenue 468,042 503,519 35,477
Expense/expenditure
Cost of sales 120,509 139,957 (19,448)
General and administrative 107,576 110,961 (3,385)
Capital projects 133,000 17,002 115,998
Non-operating 92,083 113,025 (20,942)
Total expense/expenditure 453,168 380,945 72,223
Net income non-GAAP basis $ 14,874 § 122,574 § 107,700
GAAP Adjustments
Loan proceeds (37.335)
Debt service payments - principle 74,982
Capital projects 17,002
Depreciation (66,589)
Change in net position
GAATP basis $ 110,634




Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2016

SCHEDULE OF REVENUE AND EXPENDITURES/EXPENSE AND CHANGES IN FUND NET
POSITION - BUDGET (NON-GAAP BASIS) AND ACTUAL - (income statement) - CONTINUED

Revenue

Loan proceeds were above budget by approximately $37,000, due primarily to timing and an expectation to
exhaust available loan proceeds during the prior year.

Expense/expenditure
The District’s cost of sales was higher than budgeted by approximately $19,000, due to increased repairs
and maintenance costs and system operator costs.

The District’s expenditure for capital projects was lower than budgeted by approximately $116,000, due to
timing of project completion, delays, and not beginning projects that were planned for the year.

The District’s non-operating expense was higher than budgeted by approximately $21,000, due to timing of
expenses submitted for reimbursement.

MANAGEMENT OF THE DISTRICT

An elected Board of Directors manages the District. The Board has contracted with two outside vendors to
perform specific duties. One is a Class C Water Treatment Plant Operator responsible for the technical
operations of the District. The other is a bookkeeping firm who handles the administrative duties for the
District.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide readers with a general overview of the District’s finances and to
show the accountability for the money entrusted to it for the operation of the water delivery system. If you
have questions about this report or need additional information, contact the District at P.O. Box 578,
Woodland Park, CO 80866.



FINANCIAL STATEMENTS



TELLER COUNTY WATER AND SANITATION DISTRICT #1
STATEMENT OF FUND NET POSITION - PROPRIETARY FUND

DECEMBER 31, 2016
ASSETS
Water/Sewer
Fund
Current assets
Cash $ 81,944
Cash - emergency reserve 68,000
Total cash 149,944
Accounts receivable - trade 5,408
Accounts receivable - other 10,613
Prepaid expense 4,467
Total current assets 170,432
Plant and equipment
Plant and equipment 3,045,687
Less: Accumulated depreciation (1,221,780)
Total plant and equipment 1,823,907
Total assets $ 1,994,339
LIABILITIES AND NET POSITION
Current liabilities
Accounts payable $ 3,602
Interest payable 4,501
Current portion of long-term debt 78,027
Total current liabilities 86,130
Noncurrent liabilities
Loan payable 1272303
Total noncurrent liabilities 1,272,303
Net position
Net investment in capital assets 473,577
Restricted 68,000
Unrestricted 94,329
Total net position 635,906
Total liabilities and net position $ 1,994,339

See accompanying notes to the financial statements
-8-



TELLER COUNTY WATER AND SANITATION DISTRICT #1

STATEMENT OF REVENUE, EXPENSE AND CHANGES IN FUND NET POSITION -

PROPRIETARY FUND
YEAR ENDED DECEMBER 31, 2016

Operating revenue
Water sales
Sewer sales
Late fees

Water/Sewer
Fund

$

130,150
79,376
3,314

Total operating revenue

Operating expense
Cost of sales
General and administrative
Depreciation

212,840

139,957
110,961
66,589

Total operating expense

317,507

Operating loss

(104,667)

Non-operating revenue (expense)
Interest income
Other income
Capital improvement fee
EDB mitigation capital expense recovery
EDB mitigation expense recovery
EDB mitigation expense

113
2,420
94,313
133,232
23,266

(38,043)

Total non-operating revenue

215,301

Change in net position

Net position
Beginning of year

110,634

525,272

End of year

635,906

See accompanying notes to the financial statements
-9.-



TELLER COUNTY WATER AND SANITATION DISTRICT #1
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
YEAR ENDED DECEMBER 31, 2016

Water/Sewer
Fund
Cash flows from operating activities
Cash received from customers and users $ 212,214
Cash paid to suppliers and lenders (252,916)
Net cash used by operating activities (40,702)
Cash flows from capital and related financing activities
Purchase of capital assets (17,002)
Net cash used by capital and related financing activities (17,002)
Cash flows from investing activities
Interest received 113
Capital improvement fee 94,313
Other income 2,420
Cash received from issuance of debt 37,335
Cash paid to reduce debt (76,489)
EDB mitigation capital expense recovery 133,232
EDB mitigation expense recovery 17,508
EDB mitigation expense (38,043)
Net cash provided by investing activities 170,389
Change in cash 112,685
Cash and cash equivalents
Beginning of year 37,259
End of year $ 149,944
RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES
Operating loss $ (104,667)
Adjustments to reconcile operating loss to net cash used by
operating activities
Non cash expense
Depreciation 66,589
Changes in
Accounts receivable - trade (626)
Prepaid expense (231)
Accounts payable - trade (812)
Interest payable (955)
Total adjustments 63,965
Net cash used by operations $ (40,702)

See accompanying notes to the financial statements

-10 -
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TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - Teller County Water and Sanitation District #1 (District) provides water and sewer
services to residents within its boundaries in Teller County, Colorado.

Financial reporting entity - The District is a special district governed by an elected five-member board.
The District is operated and accounted for as an enterprise fund and has no component units for which
either discrete or blended presentation is required. Operations are funded primarily by water sales and
sewer service sales within the district service area. Non-operating revenues are derived from activities
that are not included in the operating activities of the district.

The financial statements of the District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standards-setting body for establishing governmental
accounting and financial reporting principles.

The District’s annual financial reports include the accounts and funds of all District operations presented
in accordance with GASB Statement No. 34, Basic Financial Statements — Management’s Discussion
and Analysis — for State and Local Governments.

Government-wide and fund financial statements

Government-wide financial statements - The government-wide financial statements (i.e., the
statement of net position and the statement of activities) report information on all of the non-
fiduciary activities of the government. The statement of activities demonstrates the degree to which
the direct expenses of a given function or segment is offset by program revenues.

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred regardless of the timing of the related cash flow.

Fund financial statements - The accounts of the District are organized on the basis of funds. Each
fund is considered an independent fiscal and accounting entity with a self-balancing set of accounts
recording cash and/or other assets together with all related liabilities, obligations, reserves and
equities, which are segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations.

The District used the Proprietary Fund to account for all financial resources.

Basis of accounting - Basis of accounting refers to when revenue and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting relates to the
timing of the measurement focus applied. The District applies the full accrual basis of accounting.
Revenues are recognized when earned and expenses are recognized when incurred.

-11 -



TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Budget accounting - Budgets are prepared in accordance with the requirements of Colorado Revised
Statutes and accordingly include anticipated income and other means of financing proposed
expenditures. Expenditures also include, in addition to those shown in the operating statements, debt
redemptions, and capital expenditures.

Budgets - The District adheres to the following procedures in establishing the budgetary data reflected
in the financial statements.

A. State law for all funds requires budgets. During September, the proposed budget is submitted to
the Board of Directors by the budget officer for the fiscal year commencing the following
January 1. The budget includes proposed expenditures and means of financing them.

B. Public hearings are conducted by the Board of Directors to obtain taxpayer comments.
C. Prior to December 31, the budget is adopted and appropriations made by formal resolution.

D. Expenditures may not legally exceed appropriations at the fund level. Board approval is required
for changes in the total budget of any fund, or changes in project or department budgets. Budget
amounts included in the financial statements are based on the final, legally amended budget.

E. Budget appropriations lapse at the end of each year.

Accordingly, budget comparisons are of the legally adopted budget. The level of budget control is
determined by the resolution appropriating sums of monies. Encumbrances are neither recorded on the
books of the District nor included in the budget. The Board of Directors has the authority to make budget
amendments.

Net position classifications are as follows:

Net investment in capital assets — this classification consists of capital assets net of accumulated
depreciation, reduced by any outstanding debt attributed to the acquisition, construction, or
improvement of the capital assets.

Restricted net position - this classification consists of restrictions created by external creditors,
grantors, contributors, laws or regulations of the other governments, enabling legislation and
constitutional provisions.

Unrestricted net position - This classification represents the residual funds balances not classified in
of the two categories above.

In circumstances where an expense is incurred for a purpose for which amounts are available in multiple
net position classifications, net position is reduced in the order of restricted and unrestricted.

-12 -



TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Accounts receivable - Utility service charges are recognized when earned. Delinquent accounts are
certified as a special assessment lien against the property billed; therefore, no allowance for doubtful
accounts is considered necessary.

Capital assets - Capital assets are reported in the proprietary fund financial statements. Capital assets
are defined as assets costing more than $1,000 and having an estimated life in excess of one year. Such
assets are recorded at cost if purchased or constructed. Donated capital assets are recorded at fair value at
the date of donation. Depreciation is provided using the straight-line method over the estimated useful
lives of the assets ranging from 3 - 40 years.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Change in accounting estimate - The District’s policy is to periodically review the estimated useful
lives and salvage value of its property and equipment. There were no changes to the estimated economic
lives of assets during the fiscal year ending December 31, 2016.

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

Definition of cash - For the purpose of the statement of cash flows, cash is defined as all cash on hand,
demand accounts, and money market accounts maturing within three months or less.

NOTE 1 - CASH
Cash consists of demand deposits in the amount of $149,944 as of December 31, 2016.

Deposits and credit risk - The Colorado Public Deposit Protection Act (PDPA) requires that all units of
local government deposit cash in eligible public depositories. State regulators determine eligibility.
Amounts on deposit in excess of federal insurance levels must be collateralized. The eligible collateral is
determined by the PDPA. PDPA allows the depository institution to create a single collateral pool for all
public funds. The pool is to be maintained by another institution or held in trust for all the uninsured
public deposits as a group. The market value of the collateral must be at least equal to 102% of the
uninsured deposits. The District’s deposits are insured by the Federal Deposit Insurance Corporation
(FDIC), Securities Investor Protection Corporation (SIPC) or collateralized by PDPA.

State law limits investments in money market funds to funds that are registered as an investment
company;, the fund investment policies must seek to maintain a constant price and no sales fee can be
added to the purchase or redemption price. The District has an investment policy, which further limits
the investments to money markets, FDIC Insured certificates of deposit, and U.S. Government
Treasury/Agency notes and bonds. As of December 31, 2016, the District had no investments.

Custodial credit risk - In the event of a bank failure, the District’s deposits may not be returned to it.
The District’s policy for custodial credit risk parallels Colorado Statutes as described above.

13 =



TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - RECEIVABLES
Accounts receivable — trade, consists of payments due from customers for utility services provided.

Accounts receivable — other, due from the United States Forest Service for reimbursement of expenses
incurred regarding ethylene dibromide testing and mitigation of drinking water.

NOTE 3 - CAPITAL ASSETS

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

Beginning Deletions and Ending
Balance Additions Adjustments Balance
Proprietary fund
Capital assets being depreciated
Building $ 23,438 % - $ - $ 23,438
Furniture and fixture 14,405 - - 14,405
Water system meter 10,190 - - 10,190
Water plant and pipe 2,781,105 17,002 - 2,798,107
Sewer plant and pipe 199,547 - - 199,547
Total capital assets being
depreciated 3,028,685 17,002 - 3,045,687
Less accumulated depreciation for
Building (10,842) (586) - (11,428)
Furniture and fixtures (14,405) - - (14,405)
Water system meter (1,529) (1,019) - (2,548)
Water plant (928,869) (64,984) - (993,853)
Sewer plant (199,546) - - (199,546)
Total accumulated depreciation (1,155,191) (66,589) - (1,221,780)
Proprietary capital assets, net $ 1,873,494 $ (49,587) $ - $ 1,823,907

Depreciation expense for 2016 was $66,589.

-14 -



TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - LONG-TERM DEBT

On November 10, 2010, the District entered into a loan agreement with the Colorado Water Resources
and Power Development Authority (CWRPDA). The loan proceeds are being used to pay a portion of
the costs of a specific water project of the District. Estimated cost of the project is $1,718,000.

Total loan funds in the amount of $1,718,000 were disbursed to Wells Fargo Bank who is acting as the
loan funds trustee. The loan is for 20 years and bears interest at 2% annually. As of December 31, 2016,
the District has drawn down all of the available funds. The District has pledged and granted a lien on the
net revenue, as defined in the loan agreement, for the punctual payment of the principal and the interest
on the loan. Disbursements from the loan are made to the District after costs have been incurred and an
application for reimbursement has been made to CWRPDA. Interest expense for 2016 was $28,156.

Annual debt service requirements to maturity for the loan are as follows:

Years Ending Total
December 31, Principal Interest Payments
2017 $ 78,027 $ 26,618 $ 104,645
2018 79,595 25,050 104,645
2019 81,195 23,450 104,645
2020 82,827 21,818 104,645
2021 84,492 20,153 104,645
2022 to 2026 448,628 74,599 523,227
2027 to 2031 495,566 27,663 523,229
Total payments due 1,350,330 % 219,351 § 1,569,681
Less funds available for draw down -
Principle balance, end of year 1,350,330
Less current portion (78,027)
Long-term portion $ 1,272,303

For the year ending December 31, 2016, a summary of the loan activity is as follows:

Beginning Ending
Balance Additions Payments Balance
CWRPDA Loan 2010 $ 1,389,484 § 37335 8§ (76,489) $ 1,350,330

As of December 31, 2016, the District was in material compliance with all debt covenants.

-15-



TELLER COUNTY WATER AND SANITATION DISTRICT #1
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions and natural disasters for which it carries commercial insurance. There have
been no significant reductions in coverage from the prior year and settlements have not exceeded
coverage in the past three years.

NOTE 6 - AMENDMENT TO COLORADO CONSTITUTION

In November 1992, the voters of Colorado approved the Taxpayer's Bill of Rights (TABOR), which
added Section 20 to Article X of the Colorado Constitution. TABOR contains tax, spending, revenue
and debt limitations that apply to the State of Colorado and all local governments.

The District is an enterprise fund, which is defined as a government owned businesses authorized to
issue revenue bonds and receiving less than 10% of annual revenue in grants from all state and local
governments combined are excluded from the provisions of TABOR. District management believes its
operations qualify for this exclusion.

NOTE 7 — UNASSERTED CLAIMS AND ASSESSMENTS

The District is party to a certain agreement with the City of Woodland Park, renewed annually, under
which the District is to deliver water to the City.

NOTE 8 —- SUBSEQUENT EVENTS

Management has evaluated subsequent events through June 26, 2017, the date on which the financial
statements were available to be released.

-16 -
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Revenue
Water

TELLER COUNTY WATER AND SANITATION DISTRICT #1
SCHEDULE OF REVENUE, EXPENSE AND CHANGES IN FUND NET POSITION -
PROPRIETARY FUND, BUDGETARY (NON-GAAP BASIS) AND ACTUAL

sales

Sewer sales
Late fees
Tap fees

Misce

1laneous

Interest income

EDB capital expense recovery
EDB expense recovery
Capital development fund

Loan proceeds

Total revenue

Expense/expenditure
Cost of sales

General and administrative,

net

of debt service

Capital projects

Non-operating

Debt service
Principal
Interest expense

Total expense/expenditure

Change in net position
Non-GAAP basis

GAAP adjustments
Loan proceeds

Debt service payments - principle

Capital projects

Depre

ciation

Change in net position
GAAP basis

YEAR ENDED DECEMBER 31, 2016

Variance with

Actual Final Budget
Budget Budgetary Favorable
Original Final Basis (Unfavorable)
$ 1206897 § 126,897 § 130,150 § 3,253
78,713 78,713 79,376 663
2,701 2,701 3,314 613
15,821 15,821 - (15,821)
274 274 2,420 2,146
- - 113 113
133,000 133,000 133,232 232
17,101 17,101 23,266 6,165
93,535 93,535 94,313 778
- - 37,335 37,335
468,042 468,042 503,519 35,477
120,509 120,509 139,957 (19,448)
77,913 77,913 82,805 (4,892)
133,000 133,000 17,002 115,998
17,101 17,101 38,043 (20,942)
74,982 74,982 74,982 -
29,663 29,663 28,156 1,507
453,168 453,168 380,945 72,223
$ 14874 § 14,874 122,574  § 107,700
(37.333)
74,982
17,002
(66,589)
§ 110,634

=T i



TELLER COUNTY WATER AND SANITATION DISTRICT #1
SCHEDULE OF EXPENSE - PROPRIETARY FUND
BUDGETARY (NON-GAAP BASIS) AND ACTUAL

YEAR ENDED DECEMBER 31, 2016

Variance with

Actual Final Budget
Final Budgetary Favorable
Budget Basis (Unfavorable)
Operating expense
Cost of sales
Utilities $ 9,957 $ 10,106 $ (149)
System repair/maintenance 19,901 34,310 (14,409)
Sewer disposal 66,018 66,929 (911)
System operator 22,508 26,760 (4,252)
Water testing 1,585 1,599 (14)
Regulatory costs 540 253 287
Total cost of sales 120,509 139,957 (19,448)
General and administrative
Advertising/printing/postage - 135 (135)
Accounting 7,200 7,445 (245)
Directors compensation 6,000 5,800 200
Dues/subscriptions 959 968 9)
Engineering 2,290 5,467 (3,177)
Insurance property/liability 5,210 4,236 974
Legal 758 1,086 (328)
Offices services 49,051 50,378 (1,327)
Trash removal 283 275 8
Storage 797 778 19
Other general and administrative 5,365 6,237 (872)
Debt service
Loan principal 74,982 74,982 -
Interest expense 29,663 28,156 1,507
Total general and administrative 182,558 185,943 (3,385)
Capital projects 133,000 17,002 115,998
Non-operating expense
EDB mitigation expense 17,101 38,043 (20,942)
Total non-operating expense 17,101 38,043 (20,942)
Total expense $ 453,168 $ 380,945 $ 72,223
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