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GRAND VALLEY DRAINAGE DISTRICT
Management’s Discussion and Analysis

The Grand Valley Drainage District Board of Directors and management offer readers of the District's
financial statements this narrative overview and analysis of the financial activities of the District for the
year ended December 31, 2018.

FINANCIAL AND OPERATIONAL

Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of
the Grand Valley Drainage District’s finances in a manner similar to a private sector business.

The statement of net position presents information on all of the District’'s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether or not the financial position of the District is improving or
deteriorating.

The statement of activities presents information showing how the District’s net position changed over
the past year. All changes in net position are reported as soon as an “event” causing a change occurs,
regardless of when related cash flows actually take place. As a result, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future financial periods;
for example, vacation leave which has been earned but not yet used.

During 2018, the District continued its two activities: 1) the maintenance, repair and construction of the
District’s historic drainage system (a governmental activity, and District general fund); and 2) The
District’'s Urban Storm Water Enterprise that was created specifically to deal with “reqgulated water,”
that is, storm water which is defined by federal law as being a pollutant (a business-type activity).
Funding for the new Enterprise is provided by the utility fee and facilities improvement fee.

Reconciling “schedules” are used in the financial statements to reconcile the “government-wide”
financial statements to the “fund” financial statements. These schedules show reconciling amounts
caused by the differences in measurement focus and basis of accounting between the two types of
financial statements.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
set aside for specific activities or purposes. Grand Valley Drainage District uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the District's funds
can be categorized into one fund type, governmental, for both the General Fund, and for the
Enterprise Fund.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
governmental fund financial statements focus on near-term flows of spendable resources, as well as
on balances of spendable resources available at the end of the year. This information is helpful in
evaluating the District’s near-term financing requirements.



Because the focus of the governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements, as
readers may better understand the impact of the District's near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

Proprietary Funds. Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. The District is authorized by § 37-45.1-
101, et seq., C.R.S., to perform water activities, including management of regulated water, and to
declare such activities to be a water activity enterprise, and to manage, fund and account for such
activities as a water activity enterprise. The Urban Storm water Enterprise Fund accounts for service
fees charged by the District for services provided to entities and individuals. These activities are
intended to be self-supporting.

Grand Valley Drainage District has one governmental fund and one proprietary fund. Both the General
Fund and the Enterprise Fund are considered to be a major fund by the requirements of Governmental
Accounting Standards Board (GASB) Statement No. 34.

Budgetary Comparisons. Grand Valley Drainage District adopts an annual appropriated budget for
all of its funds. Budget to actual comparisons for each fund are provided elsewhere in this report.

Notes to the Financial Statements. These notes provide additional information that is necessary in

gaining a full understanding of the data provided in the government-wide and fund financial
statements.
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DISTRICT-WIDE FINANCIAL ANALYSIS

Net Position. Net position may serve over time as a useful indicator of a government’s financial
position. As of December 31, 2018, assets exceeded liabilities by 4,309,771.

The following table provides condensed government-wide financial data for the years ended
December 31, 2018 and 2017.

Table 1
Net Position
2018 2017
Governmental Business Type Governmental Business Type
Activities Activities Activities Activities
Assets
Current assets $ 2,928,570 4,796,722 $ 2845404 $§ 2,867,378
Capital assets (net) 7,151,744 3.597 7,195,170 4,795
Total assets 10,080,314 4,800,319 10,040,574 2,872,173
Liabilities
Current liabilities 160,292 8,241,756 203,206 28,997
Long-term liabilities 185.057 354,555
Total liabilities 557,761 8,241,756 557,761 28,997
Deferred Inflows
Property taxes receivable 1,983,757 1,854,794
Net Position
Invested in capital assets 6,880,013 3,579 6,723,080 4,795
Restricted 65,270 53,377
Unrestricted 805,925 -3,445.034 851,562 2,838,381
Total net position § 7,751,208 § -3,441,437 $ 7,628,019 2,843,176

Grand Valley Drainage District’s total assets were 1.56 times the District’s total liabilities and
deferred inflows at December 31, 2018. Total current assets were 1.08 times total current
liabilities. The amount of the long-term liabilities included compensated absences payable,
capital lease payments due within one year and capital leases payable.

At the end of 2018, Grand Valley Drainage District had positive balances in all categories of net
position in the General Fund. The Business Type Activities fund shows a deficit balance. This
is due to the court ruling as explained in Note K. Capital assets and net assets invested in
capital assets decreased ($44,624) through utilization of the Equipment Repair/Replacement
Fund and ordinary equipment upgrades.
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CHANGES IN NET POSITION

The net position of all of the District activities decreased by $6,161,424 in 2018 from 2017. The major
reason for the large change in net position was due to the court ordering the District to refund the
Storm Water Fees that had been collected for the last 3 years.

The following table indicates the changes in net position for governmental activities for 2018 and 2017.
GRAND VALLEY DRAINAGE DISTRICT

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2018

Program Revenues Net Expense/Revenue and
Charges for ~ Capital Changes in Net Position
Senices Grants & Governmental - Business-type
Functions/Programs Expenses &Fees  Contributions Activities Activities Total
Governmental Activities:
Drainage system operations $ (2,090,683) - § - § (2,090,683) $ - § (2,090,683)
Total Govemental Activities (2,090,683) - - (2,090,683) - (2,090,683)
Business Type Activities:
Enterprise Fund (233,079) 25,177 - - (207,302) (207,302)
Total Business-Type Activities (233,079) 25,717 - - (207,302) (207,302)
Total Primary Government $ (2323762) § 25,777 § - (2,090,683) (207,302)  (2,297,985)
General Revenues:
Property Taxes 1,880,859 - 1,880,859
Specific Ownership Taxes 278,849 - 278,849
Misce;;aneous Income 49,790 6,150 55,940
Interest Income 4374 4,480 8,854
Total General Revenues 2,213,872 10,630 2,224,502
Change In Net Position 123,189 (196,672) (73,483)
Net Position, January 1, 7,628,019 2,843,176 10,471,19
Prior Period Adjustment - (6,087,941)  (6,087,941)
Net Position, December 31, § 7751208 § (3,441,437) § 4,309,771
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GRAND VALLEY DRAINAGE DISTRICT
Statement of Net Position
As of December 31, 2018
Net Expense/Revenues &

Program Revenues Changes in Net Position

Charges Business
For Senices  Governmental Type
Expenses & Fees Activities Activities Total
Functions/Programs
Governmental Activities:
System Operations $ (2,090,683) $ - § (2,090,683) $ - §  (2,090,683)
Total Government Activities  (2,090,683) (2,090,683) (2,090,683)
Business Type Activities:
Enterprise Fund (233,079) 25,777 (207,302) (207,302)
Total Business Tupe
Activities: (233,079) 25,777 (207,302) (207,302)
Total Primary Government  §$ (2,323,762) § 25777 § (2,090,683) § (207,302) §  (2,297,985)
General Revenues:
Property Taxes 1,880,859 1,880,859
Specific Oenweship Tax 278,849 278,849
Interest Income 4,374 4,480 8,854
Gain on Sale od Assets 3,192 3,192
Miscellaneous Income 46,598 6,150 52,748
2,213,872 10,630 2,224,502
Change in Net Position 123,189 (196,672) (73,483)
Net Position, January 1, 7,628,019 2,843,176 10,471,195
Prior Period Adjustment (4,851,948) (4,851,948)
Net Position December 31,  § 7,751,208 § (2,205,444) $§ 5,545,764




The major general revenues for governmental activities were as follows:
Property taxes of $1,880,859 and specific ownership taxes of $278,849.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As mentioned earlier, Grand Valley Drainage District uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Fund - The focus of the District's governmental fund is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the District’s financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the year.

Proprietary Fund —The District’s proprietary fund provides the same type of information found in the
government-wide financial statements but in more detail.

Major Activity for 2018

Governmental Fund
e Receipt of $2,159,708 of total tax revenues
e Expenditures of $2,090,683 for operations
e Fixed Asset Capitalized $322,539

Proprietary Fund
e Receipt of $25,777 in Impact Fees
e Expenditures of $233,079 for operations.

BUDGETARY COMPARISON HIGHLIGHTS

. The estimated Budget compared to actual expenditure reflects a large amount of unexpended
allowances for Reserves. Some of those funds are restricted by State
statute for emergency reserves of 3% of the annual budget.

. The District’s budget is prepared and approved according to Colorado statutes.
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CAPITAL ASSET AND DEBT ADMINISTRATION
The District’s capital assets at December 31, 2018 and 2017 are presented in the following table.

Table 3
Capital Assets (net of depreciation)

Governmental Activities

2018 2017

Land $ 420,051 $ 420,051
Infrastructure 4,504,948 4,621,527
Building and improvements 396,108 402,523
Vehicles 809,083 877,190
Equipment 1,006,992 856,707
Office furniture and equipment 14,562 17,172
Construction in Progress-Infrastructure - -

Total $ 7,151,744 $ 7,195,170

Table 3 Cont.
Capital Assets (net of depreciation)

Business-Type Activities

2018 2017
Office furniture & equipment $ 3,597 $ 4,795
Construction in Progress-Infrastructure - -
Total § 4,795 $ 86,747

FINANCIAL AND OPERATIONAL HIGHLIGHTS FOR 2018

Overview of the Financial Statements

Since the storm water fee charged by the District was determined to be a tax, preparations were made
to start paying back the $8.25M debt. Although only $6.9M was collected in two and a half years of
the fee, the TABOR penalty is 10% simple interest per year causing the $8.25M payback. The District
as $4.5M of the storm water revenue available for the payback. Staff was reduced to create $500,000
annually in salary savings to help with the refund. It is anticipated the refund will require a minimum of
five years before it is resolved.

Regardless, of the storm water refund issue, the District remains solvent and able to complete our
statutory mission.

The District continues to maintain over 250 miles of open and piped conveyance systems with an
annual mill levy which generated 2.0M in 2018.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Grand Valley Drainage District’s
finances for all those with an interest in this local government’s finances. Questions concerning any of
the information provided in this report or requests for additional information should be addressed to
Grand Valley Drainage District, 722 23 Road, Grand Junction, CO 81505, or to the District's Manager
at 242-4343.
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Paul D. Miller CPA, LLC.

Certified Public Accountant

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Grand Valley Drainage District
Grand Junction, CO

March 5, 2019

| have audited the accompanying financial statements of the governmental activities, business-type activities and each
major fund of the Grand Valley Drainage District as of and for the year ended December 31, 2018, which collectively
comprise the District’s basic financial statements as listed in the table of contents, and the related notes to the financial
statements.

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

My responsibility is to express opinions on these financial statements based on my audit. | conducted my audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that |
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 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, | 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinions.
Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, business-type activities and each major fund, of the Grand Valley Drainage District,
as of December 31, 2018, and the respective changes in financial position and cash flows for the business-type activity,
for the year then ended in accordance with accounting principles generally accepted in the United States of America.

-

Paul D. Miller, C.P.A.
pauldmiller@live.com

P.O. Box 4595 = Grand Junction, Colorado 81502 = (970) 261-3971 sFAX (970) 243-7625



Other Matter

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Grand Valley Drainage District’s financial statements as a whole. Accounting principles generally accepted in the United
States of America require that the management’s discussion, analysis, and budgetary comparison information on pages i
through vi, and 21, 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. | 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
my inquiries, the basic financial statements, and other knowledge | obtained during my audit of the basic financial
statements. | do not express an opinion or provide any assurance on the information because the limited procedures do
not provide me with sufficient evidence to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Grand Valley Drainage District’s financial statements as a whole. Accounting principles generally accepted in the United
States of America require that the budgetary comparison information for the enterprise fund on page 22 is presented for
the purposes of additional analysis and is not a required part of the basic financial statements.

The budgetary comparison information for the enterprise fund are the responsibility of Tmanagement and were derived
from and relate 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
my opinion, the information is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

Pul D Milthr, CPA LLC

Grand Junction, Colorado
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GRAND VALLEY DRAINAGE DISTRICT
Statement of Net Position

ASSETS

December 31, 2018

Cash & Cash Equivalents
Investments
Accounts Receivable
Due From Other Governments
Property Taxes Receivable
Prepaid Expenses
Capital Assets, Net
Total Assets

LIABILITIES

Accounts Payable
Due Customers
Accrued Expenses
Capital Lease Payments due in one year
Noncurrent Liabilities

Compensated Absences Payable

Capital Lease Payable

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Property Taxes Receivable

NET POSITION
Net Investment in Capital Assets
Restricted for Emergencies

Unrestricted
TOTAL NET POSITIONM

Governmental Business Type
Activities Activities Total

$ 787,104 $ 4,791,712 $ 5,578,816
125,595 - 125,595

- 5,010 5,010

24,018 - 24,018
1,983,757 - 1,983,757
8,096 - 8,096
7,151,744 3,597 7,155,341
10,080,314 4,800,319 14,880,633
13,393 954 14,347

- 8,240,802 8,240,802

17,547 - 17,547

129,352 - 129,352

42,678 - 42,678

142,379 - 142,379
345,349 8,241,756 8,587,105
1,983,757 - 1,983,757
6,880,013 3,597 6,883,610
65,270 - 65,270
805,925 (3,445,034) (2,639,109)

$ 7,751,208 $ (3,441,437) $ 4,309,771

The accompanying notes are an integral part of these financial statements.
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GRAND VALLEY DRAINAGE DISTRICT
Statement of Net Position
December 31, 2018
Program Revenues

Charges Capital
For Services Grants &
Expenses & Fees Contributions
Functions/Programs

Governmental Activities:
Drainage System Operation $ (2,090,683) $ - $ -
Total Governmental Activities $ (2,090,683) $ - $ -

Business Type Activities:
Enterprise Fund (233,079) 25,777 -
Total Business Type Activities (233,079) 25,777 -
Total Primary Government $ (2,323,762) $ 25,777 $ -

General Revenues:
Property Taxes
Specific Ownership Taxes
Interest Income
Gain on Sale of Assets
Miscellaneous Income
Total General Revenues

Change in Net Position
Net Position January 1,
Prior Period Adjustment

Net Position December, 31

The accompanying notes are an integral part of these financial statements.
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Net Expense/Revenue and
Changes in Net Position

Governmental Business-Type
Activities Activities Total
$ (2,090,683) $ - $ (2,090,683)
(2,090,683) - (2,090,683)
- (207,302) (207,302)
- (207,302) (207,302)
(2,090,683) (207,302) (2,297,985)
1,880,859 - 1,880,859
278,849 - 278,849
4,374 4,480 8,854
3,192 - 3,192
46,598 6,150 52,748
2,213,872 10,630 2,224,502
123,189 (196,672) (73,483)
7,628,019 2,843,176 10,471,195
- (6,087,941) (6,087,941)
$ 7,751,208 $ (3,441,437) $ 4,309,771
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GRAND VALLEY DRAINAGE DISTRICT
Balance Sheet - Governmental Fund
December 31, 2018

General
Fund
ASSETS
Cash and Equivalents $ 787,104
Investments 125,595
Due from other Governments 24,018
Prepaid Expenses 8,096
Property Taxes Receivable 1,983,757
Total Assets $ 2,928,570
LIABILITIES
Accounts Payable $ 13,393
Accrued Expenses 17,547
Total Liabilities 30,940
DEFERRED INFLOWS OF RESOURCES
Property Taxes Receivable 1,983,757
NET POSITION
Restricted for Emergencies 65,270
Unspendable 8,096
Unassigned 848,603
Net Position 913,873
Total Liabilities, Deferred Inflows and Net Position $ 2,928,570

The accompanying notes are an integral part of these financial statements.
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GRAND VALLEY DRAINAGE DISTRICT
Reconciliation of Total Governmental Funds
December 31, 2018

Total Governmental Fund Balance $ 913,873

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds 7,151,744

Long-term liabilities, including compensated absences are not
due and payable in the current period and are therefore
not reported in the funds.

Compensated Absences (42,678)
Capital Leases (271,731)
Net Position of Governmental Activities $ 7,751,208

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

-7-



GRAND VALLEY DRAINAGE DISTRICT
Statement of Revenue, Expenses and Changes in Fund Balance-Governmental Funds
For The Year Ended December 31, 2018

Revenues
Taxes $ 2,159,709
Interest Income 4,374
Sale of Assets 3,192
Miscellaneous 46,598
Total Revenue 2,213,873
Expenditures
Current
General & Administrative 564,411
Drainage Operations 1,364,386
Capital Outlays 322,539
Total Expenditures 2,251,336
Excess (Deficiency) of Revenue over Expenditure (37,463)
Net Position January 1 951,336
Net Position December 31, $ 913,873

The accompanying notes are an integral part of these financial statements.
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GRAND VALLEY DRAINAGE DISTRICT
Reconciliation of the Statement of Revenue, Expenses and Changes
In Fund Balance of Governmental Fund to Statement of Activities
For The Year Ended December 31, 2018

Net Change in Fund Balance-Governmental Fund

Governmental funds report capital outlays as expenditures. However,
in the statement of activities and cost of those assets in allocated
over their estimated useful lives and reported as depreciation
expense. This is the amount by which depreciation exceeded
capital outlays and capitalized labor and other expenses in the
current period.

Fixed Assets Current Additions (Capitalized)
Depreciation Expense

Net Change in Compensated Absences

Governmental funds report lease insurance proceeds as another financing source
while repayment of debt principal is reported as an expenditure.
Capital Lease Principal
Capital Lease Principal Payments

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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(37,463)

322,539
(362,764)

(40,225)

518

200,359

123,189




GRAND VALLEY DRAINAGE DISTRICT
Statement of Net Position - Proprietary Fund
December 31, 2018

ASSETS
Cash & Equivalents $ 4,791,712
Accounts Receivable 5,010
Office Equipment-Net of Accumulated Depreciation 3,597
Total Assets 4,800,319
LIABILITIES
Accounts Payable 954
Due Customers-Payback 8,240,802
Total Liabilities 8,241,756
Net Position
Invested in Capital Assets 3,597
Unrestricted (3,445,034)
Net Position $ (3,441,437)

The accompanying notes are an integral part of these financial statements.
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GRAND VALLEY DRAINAGE DISTRICT
Statement of Revenues, Expenses & Change in Net Position - Proprietary Fund
For The Year Ended December 31, 2018

Revenues
Service Fees
Interest
Miscellaneous

Expenses
Wages & Benefits
Operating Expense
Engineering Miscellaneous
Fuel
Consulting Fees
Legal
Office Expense
Depreciation Expense
Bad Debt Expense

Change in Net Position
Net Position January 1,
Prior Period Adjustment

Net Position December 31,

The accompanying notes are an integral part of these financial statements.
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$ 25,777
4,480
6,150

Total Revenues 36,407

55,001
68,862
53,949
2,000
23,400
24,671
3,000
1,199
997

Total Expenses 233,079

(196,672)
2,843,176

(6,087,941)

$ (3,441,437)




GRAND VALLEY DRAINAGE DISTRICT
Statement of Cash Flows - Proprietary Fund
For The Year Ended December 31, 2018

Increase (Decrease) in Cash & Cash Equivalents
Cash Flows from Operations
Cash Received for Services
Other Income
Interest Received
Cash Paid to/for Employees
Cash Paid to Suppliers
Net Cash Provided (Used) by Operating Activities

Cash Flows from Capital & Related Financing Activities:
Customer Payable-Storm Water Fees
Acquisition of Property & Equipment
Net Cash Provided (Used) by Capital & Related Financing Activities

INCREASE (DECREASE) IN CASH & CASH EQUIVELENTS
Cash & Cash Equivalents January 1,

Cash & Cash Equivalents December 31,

Reconciliation of Operating Income to Net Cash Provided (Used) by Operating
Activities

Operating Income (Loss)
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation
(Increase) Decrease in Accounts Receivable
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Accrued Expenses
Increase (Decrease) in Unearned Fees Held
Total Adjustments
Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of these financial statements.
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59,699
6,150
4,480

(55,001)

(178,234)

(162,906)

2,087,240

2,087,240

1,924,334

2,867,378

4,791,712

(196,672)

1,199
5,010
(641)

28,198

33,766

(162,906)




GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Reporting Entity

The Grand Valley Drainage District (the District) was organized in September 1915. The District was
created, formed and is governed by Colorado State Statute. The purpose of the District is the
management of seep waters, waste irrigation waters and storm waters within its boundaries.

The District is governed by a publicly elected three member board of directors, is a legally separate
entity and is fiscally independent. The District is the primary government. It is not included in any
other governmental reporting entity, nor is the District financially accountable for any other
organizations and does not include any component units.

Government-Wide and Fund 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 primary government and its
component units. For the most part, the effect of inter-fund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and user charges for support. Likewise, the primary government is reported separately from
certain legally separate component units for which the primary government is financially accountable.
The District has no component units.

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

Financial statements are provided for governmental funds and the enterprise fund. Major individual
funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement

focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are

recorded when a liability is incurred, regardless of the timing of the related cash flows. Grants and

similar items are recognized as revenues as soon as eligibility requirements imposed by the provider

have been met. When the District has the option to use either restricted or unrestricted Net Position to
finance a program it is the District’s policy to first apply restricted resources.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. The District considers revenues to be available if they are
collectible within 180 days except for property taxes which are considered available if they are
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

collectible within 60 days after year-end. Property taxes and interest associated with the current year
are considered to be susceptible to accrual and so have been recognized as revenues of the current
year. Expenditures generally are recorded when a liability is incurred, as under accrual accounting,
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded when payment is due.

The government reports the following major governmental fund:
The General Fund is the District's operating fund. It accounts for all financial resources of the
government except for those required to be reported in another fund.

The government reports the following major proprietary fund:
The Urban Storm Water Enterprise Fund accounts for service fees charged by the District for services
provided to entities and individuals. These activities are intended to be self-supporting.

As a general rule the effect of inter-fund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and delivering goods. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.

4. Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

5. Risk Management
The District is exposed to various risks of loss related to property and casualty losses. The District
has joined together with other governments in the State of Colorado to form the Colorado Special
District’s Property and Liability Pool (the Pool), a public entity risk pool currently operating as a
common risk management and insurance program for member districts. The Pool provides the
District with general property, vehicle comprehensive and collision, and various liability insurance
coverage. The District pays an annual contribution to the Pool for its property and casualty insurance
coverage. During 2018, the District paid contributions of $86,217. The intergovernmental agreement
of formation of the Pool provides that the pool will be financially self-sustaining through member
contributions and additional assessments, if necessary, and that the Pool will purchase insurance
through commercial companies for members’ claims in excess of a specified self-insured retention,
which is determined each policy year. There were no significant reductions in insurance coverage
from prior year by major categories of risk, and there have been no settlements that exceed the
District’s insurance coverage during the past three years.
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

6.

10.

Cash and Cash Equivalents

For purposes of statement of cash flows, the District considers all highly liquid investments
(including restricted assets) with a maturity of three months or less when purchased to be cash
equivalents.

Capital Assets
Capital assets, which include property, plant and equipment are defined by the District as assets with

an initial, individual cost of at least $1,000, ($5,000 for infrastructure), and an estimated useful life in
excess of two years. Such assets are recorded at historical cost. Donated capital assets are recorded
at estimated fair market value at the date of donation. In accordance with the requirements of the
Governmental Accounting Standards Board (GASB) the District began recording infrastructure assets
for the year ended December 31, 2004.

Depreciation is provided on the straight-line method over the assets estimated useful lives, as follows:

Infrastructure 50 years
Building 100 years
Vehicles 10 — 40 years
Equipment 10 — 50 years
Office furniture and equipment 4 — 50 years

Fund Balance

The District has approved the following Fund Balance policies:

Committed fund balances are approved by the District’'s Board via a majority vote. The District does
not use the assigned fund balance designation.

As stated in Note A3, the District considers restricted amount to have been spent for purposes for
which both restricted and unrestricted fund balance is available. The District also considers
committed amounts to have been spent for purposes which any unrestricted fund balance
classifications could have been used.

Net Position

In the entity-wide financial statements, net position represents the difference between assets and
liabilities. Amounts shown as invested in capital assets net of related debt consists of capital assets
net of accumulated depreciation and related debt. Balances are reported as restricted when there are
constraints placed on their use either by law through constitutional provisions or enabling legislation
or through restrictions externally imposed by creditors, grantors, laws, or regulations of other
governments.

Budgets
The annual budget is prepared and approved by the Board of Directors in accordance with the State

of Colorado Financial Management Manual. The budget is prepared on the modified accrual basis of
accounting. It is submitted to the District Board of Directors by October 15" The mill levy is certified
to the Mesa County Board of County Commissioners by December 15". The commissioners certify
the property taxes are levied and mill levy by December 22" The Board of Directors may amend the
appropriation resolution at any time during the year if warranted by circumstances. The 2018 budget
was amended for both funds.
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

11. Subsequent Events
Management has reviewed subsequent events through the date of the audit report.

NOTE B — CASH AND INVESTMENTS

Cash
The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government deposit
cash in eligible public depositories; eligibility is determined by state regulators. Amounts on deposit in
excess of federal insurance levels must be collateralized. The eligible collateral is determined by
PDPA. PDPA allows the 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 the aggregate uninsured deposits.
Collateral in the pool is considered to be equal to depository insurance pursuant to definitions listed
by the GASB. At year-end, the bank balance of the District’'s deposits in the General Fund was
$786,454 of this balance $260,742 was insured by FDIC and $525,712 was collateralized under
PDPA.

At December 31, 2018, the deposits of the governmental activities consisted of the following:

Cash on hand $ 850

Cash in checking 5,577,966
Total $ 5,578,816

Investments

Colotrust $ 24,876

Certificate of deposit 100,719

Total § 125,595

At December 31, 2018, the carrying amount of the District's Enterprise Fund deposits was
$4,791,712. Of this amount, $250,000 was covered by federal depository insurance and $4,641,712
is collateralized with securities held in single financial institution collateral pools as provided by
statute. Collateral for uninsured deposits is held by banks in the name of a number of government
accounts of which the District is a part.

The District places money in Colotrust a public entity cash investment pool authorized by Colorado
statues. Deposits in this pool are not subject to credit risk classification. The pool operates under the
provision of C.R.S. Title 24, Article 75, Section 7. It is monitored by the Colorado Division of Securities.
Pool portfolios operate like money market mutual funds with each share valued at $1.00 Designated
custodial banks provide safekeeping and depository services, and securities owned by the trusts are
held in the Federal Reserve Bank in the account maintained for the custodial bank. The custodian’s
internal records identify the investments as owned by the trusts. Investments consist of repurchase
agreements, U.S. Government Agency Securities and Commercial Paper. This pool is not required to
and is not registered with the SEC. COLOTRUST’s funds are rated AAA by Standard and Poor’s,
Fitch’s and Moody’s rating services.
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE B — CASH AND INVESTMENTS-Continued

At year-end, the District’s Enterprise fund had invested $24,876 in the Colorado Government Liquid
Asset Trust (COLOTRUST), an investment vehicle established for local government entities in
Colorado to pool surplus funds. COLOTRUST operates similarly to a money market fund and each
share is equal in value to $1.00. Investments of COLOTRUST consist of U.S. Treasury bills, notes
and note strips and repurchase agreements collateralized by U.S. Treasury securities. A designated
custodial bank provides safekeeping and depository services to COLOTRUST in connection with the
direct investment and withdrawal functions of COLOTRUST. Substantially all securities owned by
COLOTRUST are held by the Federal Reserve Bank in the account maintained for the custodial
bank. The custodian's internal records identify the investments owned by COLOTRUST. This pool is
not required to and is not registered with the SEC. COLOTRUST funds are rated AAA by Standard
and Poor’s, an AAR/V1+ from Fitch’s and an Aaa from Moody’s rating services.

Summary of Investments Held by the District:

ColoTrust (Measured at Net Asset Value) $ 24876

Fair Value
The County categorized its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservable inputs. There is
a hierarchy of three levels of inputs that may be used to measure fair value.

Level 1: Quoted prices (unadjusted) in active markets for an identical asset or liability that a
government can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for an
asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar
assets or liabilities, quoted prices for identical or similar assets or liabilities in markets that are
not active, or other inputs that are observable or can be corroborated by observable market data
for substantially the full term of the assets or liabilities

Level 3: Unobservable inputs for an asset or liability.
NOTE C - PROPERTY TAXES

Property taxes for 2017, collectible in 2018, were certified by the Mesa County Commissioners in
December 2017. Property taxes attach as an enforceable lien on January 1, 2018 are due in total
April 30, 2018 or in equal installments February 28, 2018 and June 15, 2018, at the option of the
taxpayer.

Property taxes for 2018, collectible in 2019, are shown as property taxes receivable and deferred
revenue on the balance sheet in the amount of the assessed taxes. The County Treasurer remits
taxes collected to the District by the 10" day of the month following collection.
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018
NOTE C - PROPERTY TAXES -continued

Revenue recognized in 2018

Local property taxes levied for 2017 and collected in 2018 are recognized as revenue in these
financial statements as shown below:

Amount
Assessed Mill of Taxes Percent
Year Valuation Levy Levied Collected Collected
2017 $1,091,829,280 1.73  $1,888,865 $1,883,081 99.69%

NOTE D - DEFERRED COMPENSATION PLAN

The District provides a 457 plan for all of its full time employees through the Colorado County Officials
and Employees Retirement Association. Employees participate in the plan after completing one year
of service. Both the District and employees are required to contribute 6% of the employee’s gross
wages. In addition employees may voluntarily contribute up to another 10% of gross wages.
Participants may make lump sum contributions to the plan to provide for past service benefits.
Employees vest their interest in the District’s contribution at the rate of 10% per year. The District’s
covered payroll for 2018 was $751,817 and the District’s contribution to the plan was $45,109. This
was equal to the required contribution for the year. Employees contributed $60,588 to the plan during
2018.

NOTE E - TAX, SPENDING AND DEBT LIMITATIONS
Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has
several limitations including revenue raising, spending abilities, and other specific requirements of
state and local government. The amendment is complex and subject to judicial interpretation. The
District believes it is in compliance with the requirements of the amendment. However, the District
has made certain interpretations of the amendment’s language in order to determine its compliance.

NOTE F — RESTRICTED NET POSITION

Restricted Net Position consists of a 3% emergency reserve of $65,270.

NOTE G - LINE Of CREDIT

The District has $100,000 line of credit with a local financial institution the line has not been drawn
upon as of the date of the audit report.

NOTE H - SUBSEQUENT EVENTS

On February 2018 the District entered into a capital lease agreement of $271,792 for a motor grader.

-18-



GRAND VALLEY DRAINAGE DISTRICT

Notes to Financial Statements
December 31, 2018

NOTE | - CAPITAL ASSETS

Balance Balance
General Fund 12/31/2017 Additions Deletions 12/31/2018
Land $ 420,051 $ - $ - $ 420,051
Infrastructure (Drainage System) 5,828,959 - - 5,828,959
Building & Improvements 586,317 - - 586,317
Vehicles 1,445,009 29,732 34,148 1,440,593
Equipment 1,444,837 282,984 - 1,727,821
Office Furniture & Equipment 54,573 - - 54,573
Totals 9,779,746 312,716 34,148 10,058,314
Less Accumulated Depreciation:
Infrastructure (Drainage System) (1,207,431) (116,579) - (1,324,010)
Building & Impreovements (183,794) (6,415) - (190,209)
Vehicles (567,819) (94,640) 30,947 (631,512)
Equipment (588,130) (142,521) 9,822 (720,829)
Office Furniture & Equipment (37,401) (2,609) - (40,010)
Total Accumulated Depreciation (2,584,575) (362,764) 40,769 (2,906,570)
Governmental activities capital assets, net $7,195,171 $(50,048) $ (6,621) $ 7,151,744
Enterprise Fund
Office Furniture & Equipment $ 5,994 $ - $ - $ 5,994
Total 5,994 0 - 5,994
Less Accumulated Depreciation (1,199) (1,198) - (2,397)
Net 4,795 (1,198) - 3,597
Construction in Progress-Infrastructure - - - -
Enterprise activities capital assets, net $ 4,795 $ (1,198) $ - $ 3,597

NOTE J — LONG-TERM LIABILITIES

Governmental Activities

The following is a summary of changes in long-term liabilities for the year ended December 31, 2018:

Beginning Ending

Balance Additions Deletions Balance
Compensated Absences $ 46,397 $ - $ 3,719 $ 42,678
Leases Pyable $472,090 $ - $(200,359) $271,731

Capitalized Lease Obligations

The District has entered into several lease agreements for equipment. The leases payments must be
appropriated every year.
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GRAND VALLEY DRAINAGE DISTRICT
Notes to Financial Statements
December 31, 2018

NOTE J — LONG-TERM LIABILITIES-Continued

In August 2015 the District entered into a lease agreement for an excavator. A down payment was
made at closing in August 2015 and payments on the lease began September 2015 and will continue
thru July 2020.

In June 2014 the District entered into a lease agreement for an excavator. A down payment was
made at closing in June 2014 and payments on the lease began July 2014 and will continue thru May
2019.

In February, 2015 the District entered into a lease agreement for an excavator. A down
payment was made at closing February, 2015 and payment on the lease will begin March, 2015
and continue to be made annually thru February, 2019.

In February, 2017 the District entered into a lease agreement for a motor grader. Payments on the
lease will begin March, 2017 and continue to be made annually thru February, 2022.

The assets acquired thru capital leases are as follows:
Governmental Activities

Equipment $ 668,036
Less Depreciation (327,841)
340,195

The future minimum lease obligations and the net present value of these minimum lease payments as
of December 31, 2018 were as follows:

2019 $ 134,988

2020 78,396

2021 58,171

2022 9,696

281,251
Less amount representing interest (9,520)

Present value of net minimum lease payments $ 271,731

NOTE K- CUSTOMER PAYABLE

In 2018, a trial court ruled that the District's storm water “fee” is actually a “tax,” in violation of
TABOR. The District Board has voted to not appeal the court’s order and to refund all storm water
fees to all constituents whether they were plaintiffs or not. Thus, the District is actively working in
implementing the Board'’s decision to refund the fees. TABOR provides that the District constituents
must be repaid their fees paid to date (in 2016, 2017 and 2018) plus ten percent interest, as soon as
reasonably possible. The total amount of fees received to date, as of December 31, 2018, is
$7,004,809, and interest calculated on that amount is estimated to be 1,235,993, bring a total to be
repaid to $8,240,802. Of that amount, the District has, at December 31, 2018, $4,791,512 in a
checking account which, along with $1,050,170 of funds being transferred in by the General fund from
tax collections in 2019, will begin refunding constituents. This process of paying all constituents back
what has been paid in is expected to take about 5 years.
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GRAND VALLEY DRAINAGE DISTRICT
Schedule of Revenues, Expenditures and Changes in Net Position
Budget & Actual - General Fund
For The Year Ended December 31, 2018

Original and Variance
Final Favorable
Budget Actual (Unfavorable)
Revenues
Taxes $ 2,137,794 $ 2,159,709 $ 21,915
Interest Income 5,000 4,374 (626)
Grants - - -
Sale of Assets 50,000 3,192 (46,808)
Miscellaneous - 46,598 46,598
Total Revenues 2,192,794 2,213,873 21,079
Expenditures
Drainage Operations 1,329,915 1,364,386 (34,471)
General & Admin. 506,585 564,411 (57,826)
Capital Outlay 415,000 322,539 92,461
Contingencies & Reserves 33,500 - 33,500
Total Expenditures 2,285,000 2,251,336 33,664
Excess of Revenues Over
(Under) Expenditures (92,206) (37,463) 54,743
Net Position, January 1, 900,000 951,336 51,336
Net Position, December 31, $ 807,794 $ 913,873 $ 106,079
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GRAND VALLEY DRAINAGE DISTRICT
Schedule of Revenues, Expenditures and Changes in Net Position
Budget & Actual - Proprietary Fund
For The Year Ended December 31, 2018

Original and Variance
Final Favorable
Budget Actual (Unfavorable)
Revenue
Service Fees $ 2,880,000 $ - $ (2,880,000)
Other fees 56,500 25,777 (30,723)
Miscellaneous - 6,150 6,150
Interest 1,500 4,480 2,980
Total Revenue 2,938,000 36,407 (2,901,593)
Expenses
Wages & Benefits 462,000 55,001 406,999
Consulting Fees 25,000 23,400 1,600
Legal Fees 50,000 24,671 25,329
Fuel 10,000 2,000 8,000
Storm Water Projects 100,000 - 100,000
Engineering 325,000 53,949 271,051
Basin Studies 100,000 - 100,000
Office Expense 50,000 3,000 47,000
Operating Expense 72,000 68,862 3,138
Bad Debts 3,000 997 2,003
Depreciation - 1,199 (1,199)
Capital Outlay/Projects 3,800,000 - 3,800,000
Miscellaneous 3,000 - 3,000
Total Expenses 5,000,000 233,079 4,766,921
Excess of Revenues Over
(Under) Expenses (2,062,000) (196,672) (7,668,514)
Net Position, January 1, 2,800,000 2,843,176 43,176
Prior Period Adjustment - (6,087,941) (6,087,941)
Net Position, December 31, $ 738,000 $ (3,441,437) $ (7,625,338)
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