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INDEPENDENT AUDITOR’S REPORT



DONALD R. MORELAND & ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEFPENDENT AUDITOR'S REFPORT

Board of Directors
West Montrose Sanitation District
Montrose, Colorado 81403

We have audited the accompanying financial statements of West Montrose Sanitation
District, as of and for the years ended December 31, 2018 and 2017, 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
OY erroxr.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financizl 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 reascnable assurance about whether the financizl
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 District’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 purpcse
of expressing an cpinion on the effectiveness of the District’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 abeve present fairly, in aill
material respects, the financial position of West Montrose Sanitaticon District as of
December 31, 2018 and 2017, and respective changes in financial position and cash
flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Telephone (970) 249-3424  Facsimile {970) 249-3425
1675 East Niagara Road * Montrose, Colorado 81401
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Board of Directors
West Montrose Sanitation District
Page Two

Other-Matters

Accounting principles generally accepted in the United States of Bmerica require that
the management’s discussion and analysis on pages 3 through 6 be presented to
supplement the basic financial statements. Such information, although not a part of
the basic financial statements, 1s 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 inguiries of management about the methods of
preparing the information and comparing the information for consistency with
management’'s responses to our inguiries, the basic financizl 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 oplnlon or
provide any assurance.

Cur audit was conducted for the purpose of Zforming opinions on the financial
statements that collectively comprise the West Montrose Sanitation District’s
financial statements as a whole. The supplementary information - revenues and
expenditures - budget and actual is presented for purposes of additional analysis and
is not a required part of the financial statements. The supplementary information -
revenues and expenditures - budget and actual is the responsibility of management and
was derived from and relate directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the Zfinancial
statements or to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of
Bmerica. In ouxr opinion, the information is fairly stated in all material respects

4in relation to the financial statements as a whole.

LorsdR L. Dhoelard rdezscelon P,

Montrose, Colorado
June 11, 2019



MANAGEMENT’ S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the West Montrose Sanitation District (the District), we
offer readers of the West Montrose Sanitation District's financial statements
this narrative overview and analysis of the financial activities of the West

Montrese Sanitation District for the fiscal years ended December 31, 2018 and
2017.

Financial Highlights

. The assets of the District exceeded its liabilities and deferred
inflows of resources &t the close of the most recent fiscal year by
$3,120,259 (net position). Of this amount, $1,408,501 (unrestricted
net position) may be used to meet the District’s ongoing obligations
to citizens and creditors. At the close of the prior fiscal year
the District's net position and unrestricted net position were
$3,077,608 and $1,166,466, respectively.

\d The District's net position for the current fiscal year increased by
$42,650, mainly the result of increased septage fees, increased
capital contributions-tap fees, less increased repairs and
maintenance. The District's net position for the prior fiscal year
increased by $79%, 336 mainly the result of increased septage fees and
decreased repairs and maintenance.

. District revenues and expenses were relatively consistent from 2017
to 2018 with the exception of increased septage fees, increased
capital contributions-tap fees and increased repairs and maintenance
expense. District revenues and expenses were relatively consistent
from 2016 to 2017 with the exception of increased septage fees,

increased personnel costs and decreased repairs and maintenance
expense.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the
West Montrose Sanitaticon District’s basic financial statements. The West
Montrose Sanitation District’s basic financial statements are presented as a
special purpose government engaged only in business type activities -
providing sanitation services.

The statement of net position presents information on all of the West
Montrose Sanitation District’'s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases
in net positicn may serve as a useful indicator of whether the financial
position of the West Montrose Sanitation District is improving or
deteriorating. .

The statement of revenues, expenses and changes in fund net position presents
information showing how the District’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regaerdless of the timing
of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal
periods (e.g., earned but unused vacation leave).

The statement of cash flows report the District's cash flows from operating,
capital and investing activities. Also presented are beginning and end of
year cash and cash equivalents.



The basic financial statements can be found on pages 7 through 9 of this
report.

Notes to the financial statements. The notes provide additional information
that is essential to a full understanding of the data provided in the
financial statements. The notes to the financial statements can be found on
pages 10 through 15 of the report.

Other information. 1In addition to the basic financial statements and
accompanying notes, this report also presents certain supplementary
infermation concerning the West Montrose Sanitation District’s budgetary
comparisons for revenues and expenditures. Supplementary information can be
found on page 16 of this report.

Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a
District’s financial position. In the case of the West Montrose Sanitation
District, assets exceeded liabilities and deferred inflows of resources by
$3,12C,25% at the close of the most recent fiscal year.

A significant amount of the District’s net position (approximately 55
percent} reflects its investment in capitzl assets (e.g., land, buildings,
equipment, treatment facilities and collection system). The District uses
these capital assets to provide services to citizens; consequently, these
assets are net available for future spending.

West Montrose Sanitation Distriect Net Position

2018 2017
Current assets $1,565,550 1,318,496
Capital assets 1,711,758 1,911,143
Total assets 3,277,348 3,229,639
Current ligbilities 86,536 85,018
Total liabilities 96,536 95,018
Deferred inflows of
resources 60,553 57,012
Total deferred inflows
of resource 60,553 57,012
Net position: ' '
Net investment in
capital assets 1,711,758 1,911,143
Unrestricted 1,408,501 1,166,466

Total net position $3,120,259 3,077,609

At the end of the current and prior fiscal year, the West Montrose Sanitation
District is able to report positive balances in all categories of net
position.

Under the GASB 34 reporting model the audit shows the District's net position
increased by $42,650 and $79,336, respectively, during the years ended
December 31, 2018 and 2017. The increase in net position for 2018 was due to
increased septage fees, increased capital contributions-tap fees less
increased repairs and maintenance. The increase in net position for 2017 was
due to increased septage fees and decreased repairs and maintenance expense.



West Montrose Sanitation District Changes in Net Position

2018 2017
Revenues:
Operating revenue $ 7TB5,4009 741,885
Non-operating revenue 69,566 63,106
Total revenues 859, 975 B05,045
Expenses:
Operating expenses:
Administrative and general 147,061 145,581
Sewage collection and
treatment 479,640 392,620
Depreciation 210,244 196,516
Non-operating expenses:
Treasurer's fees 1,630 1,002
Total expenses B38,575 736,209
Income {(loss} before contributions 16,400 58,836
Capital contributions - tap fees 26,250 10,500

Change in net position 42,650 79,336

Net position - beginning of year 3,077,609 2,998,273

Net position - end of year $3,120,259 3,077,609

Total expenses increased approximately 14 percent during the current fiscal
year, mainly as a result of increased repairs and mazintenance, depreciation
and consultant fees. Total expenses decreased approximately 3 percent for

the prior fiscal year mainly as a result of decreased repairs and
maintenance.

Budgetary highlights

Changes between actual revenues and budgeted amounts were primarily due to
increased septage and tap fees.

Changes between actual expenses and budgeted amounts were primarily due to

decreased personnel costs and sewage collection and treatment supplies and
expense.

Capital Asset and Debt Administration

Capital assets. The West Montrose Sanitation District's investment in
capital assets as of December 31, 2018 and 2017 amounted to $1,711,758 and
$1,911,143, respectively, (net of accumulated depreciation). This investment
in capital assets includes land, land improvements, building, equipment,
treatment facilities and collection system.

There were no major capital assets events during the current year. The major
capital asset event during the prior year was the improvement of the septage
receiving equipment.



West Montrose Sanitation District Capital Assets
{(net of depreciation)

2018 2017
Lznd § 184,496 184,496
Treatment facility 808, 820 540,218
Collection system 657,263 716,130
Office building 27,290 29,663
Transportation equipment 12,112 17,495
Furniture and equipment 21,777 23,141

$1,711,758 1,911,343

Additional information on the District's capital zssets can be found in Note
3 of this report.

Economic Factors and Next Year's Budgets and Rates

The economic cendition and outlook for the District in the upcoming year
appears stable. Sanitation fees increased by $2 a month in 2015 which
increased revenue by approximately $45,000. The District's anticipated
collection of property and specific ownership taxes in 2019 will increase
approximately $3,500. Capital outlay, however, will be significantly
increased. These plus other factors were considered in preparing the
District's budget for the 2019 fiscal year. The District had reinstated
septage ceollection in 2017 which will increase revenues.

Request for information

This financial report is designed to provide a gensral overview of the West
Montrose Sanitation District's finances for all those with an interest in the
District's finances. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to
West Montrose Sanitation District, 239 Chipeta Drive, Montrose, Cclorado,
81403.
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HEST MONTROSE SANITATION DISTRICT

STATEMENT OF
December 31,

NET POSITIONW
2018 and 2017

ASSETS
CURRENT ASSETS

Cash and cash equivalents

Due from other governments

Accounts receivable

Property taxes receivable
Prepaid expenses

TOTAL CURRENT ASSETS

CRPITAL ASSETS
Land

Land improvements

Treatment facilities

Collection system
Office building

Transportation squipment

Furniture and eguipment

Less accumulated depreciation

LIABITITIES
CURRENT LIABILITIES

PROPERTY, PLANT AND EQUIPMENT - NET

TOTRL ASSETS §

Accounts payable $

Customer advances

Accrued payroll

Payroll tazes withheld and accrued

Rccrued compensated absences

TOTAL CURRENT LIABILITIES

DEFERRED INFLOWS OF RESQURCES

Deferred revenue - property taxzes

NET

POSITION

TOTAL DEFERRED INFLOWS OF RESQURCES

Net investment in capital assets

Unrestricted

TOTAL NET POSITION $

See Notes to Financial Statements.

2018 2017
1,460,519 1,214,111
656 668
35,435 37,555
60,553, 57,012
8,427 9,150
1,565,590 1,318,496
184,496 184,496
17,001 17,001
3,022,366 3,022,366
1,830,542 1,925,981
61,592 61,5592
49,144 48,144
111,123 105,544
5,376,264 5,366,124
3,664,506 3,454,981
1,711,758 1,811,143
3,277,348 3,229,639
12,95° 14,925
54,774 51,862
11,252 12,506
1,536 1,460
16,015 14,265
86,536 95,018
60,553 57,012
60,553 57,012
1,711,758 1,811,143
1,408,501 1,166,466
3,120,259 3,077,609




WEST MONTROSE SANITATION DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
For the years ended December 31, 2018 and 2017

2018 2017

OPERATING REVENUE
Sanitation fees s 572,439 572,569
Septage fees 191,807 149,411
Rental income 5,700 4,800
Other income 15,463 15,105
TOTAL OPERATING REVENUES 785, 409 741,885

OPERATING EXPENSES
Salaries and wages 267,010 267,741
Payroll tax expense 20,770 20,905
Employee benefits _ 57,220 59,885
Becounting and audit fees 10,885 10,590
Licenses and permits 1,593 1,490
Insurance 14,078 14,273
Legal fees 6,626 4,430
Consultant fees 10,587 2,274
Bank fees B,439 7,009
Miscellaneous 3,547 3,415
Office supplies and postage 9,334 10,045
Supplies 7,274 5,734
Telephone 5,B74 5,886
Utilities 80,581 79,655
Repairs and mzintenance 119,749 42,171
Depreciation 210,244 196,51¢
Vehicle expense 3,134 3,098
TOTAL OPERATING EXPENSES B36,845 735,117
OPERATING INCOME [LOSS) (51,536) . 6,768

NON-OPERATING REVENUE (EXPENSES)

Investment income 4,490 789
Property and specific ownership tax 65,076 62,371
Treasurer's fees (1,630) (1,092)
NET NON-OPERATING REVENUE (EXPENSE) 67,936 62,068
NET INCOME (LOSS} BEFORE CONTRIBUTIONS 16,400 68,836
CAPITAL CONTRIBUTIONS - TAP FEES 26,250 10,500
CHANGE IN NET POSITION 42,650 79,336
NET POSITION, January 1 3,077,609 2,998,273
NET POSITION, December 31 8 3,120,259 2,077,609

See Notes to Financial Statements.



WEST MONTROSE SANTTATION DISTRICT
STATEMENT OF CASE FLOWS

For the years ended December 31, 2018 and 2017

CASH FRLOWS FROM COPERATING ACTIVITIES:

Receipts from user charges

Payments to suppliers for goods and services
Payments to employees
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM WONCAPITAT, FINANCING ACTIVIES;:

Property and specific ownership tax-net
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPTTAT AND FINANCING ACTIVITIES:
Acguisition and construction of capital assets
Capital contributicns - tap fees
NET CASH PROVIDED BY {USED IN) FINANCING ACTIVITIES

CASH FLOWS FROM TNVESTING ACTIVITIES:
Investment income received
NET CASH PRCVIDED RBY INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN {ASH

AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, January 1

CASH AND CASH EQUIVALENTS, December 31

Reconciliation of operating income (loss} to net cash
provided by ({used in) operating activities:
Operating income (loss)
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
{Increase} decrease in due from other
governments
{Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
Increase {decrease} in accounts payable
Increase (decrease) in customer advances
Increase (decrease) in accrued payroll

Increase {(decrease) in accrued compensated
" absences

Increase (decrease) in payroll taxes
withheld and accrued

See Notes to Financial Statements.

2018 2017

$ 740,441 710,460
(282,932) {196, 884)

(344, 428) (342,687)
163,081 170,789

63,446 61,279

63,446 61,279

(10,859) (282,153)

26,250 10,500

15,391 1271,653)

4,490 789

4,490 789

246,408 {38,7896)
1,214,111 1,252,907

$ 1,460,519 1,214,111
S (51,5386) 6,768
210,244 186,516

12 (194)

2,120 {11,493)
723 (658)

(1,966) {6,072)
2,912 {19,922)

{1,254) 2,962

1,750 2,461

76 421

$ 163, 081 170,78%
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WEST MONTROSE SANITATION ﬁISTRICT

NOTES TOQ FINANCIAL STATEMENTS
December 31, 2018 and 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

B.

C.

Financial Reporting Entity
The West Montrose Sanitation District is incorporazted as a special
district under the laws of the State of Colorade with an elected

board of five directors. The District provides sewage collection
services for the residences and businesses within the District's
boundaries and septage services. The <{financial statements of the

District have been prepared in conformity with generally accepted
accounting principles (GARP) as appliceble to governmental units.
The Governmental Acccunting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and

financial reporting principles. The financial statements of the
District consist only of the enterprise fund of the District, a
primary government. Based on criteria set forth by GASB, there are

no component units for which the District is financially accountable.

BASIS OF PRESENTATION, BASIS OF ACCOUNTING

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expensaes generally result
from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the District are charges toc customers
for sales and services. Operating expenses for proprietary funds
include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.

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.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING

Proprietary Fund Financial Statements. The proprietary fund
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 at the time

liabilities are incurred, regardless of when the related cash flows
take place.

10



WEST MONTROSE SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued}
December 31, 2018 and 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (continuad)

D. ASSETS, LIABILITIES, AND NET POSITION
Cash and cash egquivalents. The District considers all cash on hand,
demand deposits and short-term highly liguid investments with an
original maturity of three months or less to be cash equivalents

Investments. It is the District's policy to invest in money market
depcsits with SEC registered broker-dealers, securities issued or
guaranteed by the Federal government or its agencies and commercial
paper. Investments, if any, are stated at fair value.

Allowance for doubtful accounts. The District considers all accounts
receivable collectible and, accordingly, provides no allowance for
doubtful accounts.

Property tasxes receivable. Property taxes are levied on December 22
and attach as a lien on property the following January 1. They are
payable in full by April 30 or in two equal installments due
February 28 and June 15. Property taxes levied in the current year
and ccllected in the following year are reported as a receivable at
December 31, net of an estimated uncollectible portion.

Capital assets. Purchased or constructed capital assets are reported
at cost or estimated historical cost. Construction costs are
increased by interest incurred on bonds during the construction
period and reduced by earnings from the investment of the unexpended
bond proceeds. Donated capital assets are recorded at their
estimated fair wvalue at the date of donation. The cost of nermal
maintenance and repairs that do not add to the value of the asset or
materially extend assets’ lives are nct capitalized.

Depreciation is calculated using the straight-line method over the
estimated useful lives. Capital assets acquired by capital lease are
depreciated over the estimated useful lives and are included in
depreciation expense. The estimated useful lives are as follows:

Treatment facilities 5 - 25 years

Collection system 40 years

Building 40 years

Furniture and equipment 5 - 20 years

Transportation eguipment 4 years

Land improvements 10 years
Compensated absences. The liability for compensated absences
consists of unpaid, accumulated annual lesave balances. The

iiability has been calculated using the vesting method, in which
leave amounts for both employees who currently are eligible to
receive termination payments and other emplovees who are expected to
become eligible in the future +to receive such payments upon
termination are included.

11



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2018 and 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. BUDGET AND BUDGETARY ACCOUNTING.

The District follows these procedures in establishing the budgetary
data reflected in the financial statements:

1. Budgets are reguired by state law for all governmental funds.

2. During September the proposed budget is submitted to the Board

of Directors for the fiscal year commencing the following
January 1.

3. Prior to December 31, the budget is adopted and appropriaticns
are authorized by resolution at the fund level for all funds.

The legal level of budgeting control is at the individual fund
level for all funds. '

4. Budgets are adopted on a basis consistent with generally
accepted accounting principles (GAAP) except that capital
outlays are budgeted as expenditures, no provision is made
for depreciation and advance refundings are not budgeted.

5. Expenditures may not legally exceed appropriations at the fund
level. The Board of Directors may increase or decrease the
budget and appreopriations during the year within restrictions
imposed by the District and laws of the State of Colorado.
Budget amounts included in the financial statements are based on
the final, legally amended budget.

6. Appropriations lapse at the end of the year, and the Board of
Directors may adopt supplemental appropriations during the year.
For 2018 and 2017, supplemental appropriations were not adopted.

Originally adopted budgeted expenditures, zamendments and the
final amended budgeted expenditures for the year ended
December 31, 2018 and 2017 are as follows:

ORIGINAL FINAL

BUDGET AMENDMENT BUDGET
Enterprise Fund - 2018 $1,185,244 1,185,244
Enterprise Fund - 2017 $1,131,783 . 1,131,783

Reclassifications. Certain amounts presented in the prior year data
may have been reclassified in order to be consistent with the
current year’s presentation.

12



WEST MONTROSE SANITATION DISTRICT
NOTES TO FINANCIAI STATEMENTS (continued)
December 31, 2018 and 2017

2 - DEPQSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

Deposits
The Colorade Public Deposit Protection Act ({PDPR), requires that all
units cof local government deposit cash in eligible public depositories.

Eligikility is determined by state regulators. BAmounts on deposit in
excess of federal insurance levels must be collateralized. The
eligible collateral is determined by the PDPA. PDPA allows the

institution to create a single collateral pool for all public funds.
The pocl 1s to be maintained by another institution or held in trust
for all the uninsured public depositories as a group. The market value

of the collateral must be at least equal to the aggregate uninsured
deposits.

Custodial Credit Risks - Deposits
Custodial credit risk is the risk that in the event of a bank failure,
the District's deposits may not be returned to it. The District does
not have a deposit policy for custedial credit risk. As of December
31, 2018 and 2017 none of the District's bank balances of $1,486,644
and $1,221,149, respectively, were exposed to custodial credit risk as
$339,819 and $302,13%, respectively, were insured and $1,146,825 and

"$812,010, respectively, were collateralized by securities pledged by
financial institutions.

At December 31, 2018 and 2017 the carrying amount of the District's
deposits were presented on the balance sheet as follows:

2018 2017
Cash and cash equivalents $1,460,519 1,214,113

Interest rate risk
The District has a f{formal investment policy that limits investment
maturities to less than ten years from date of purchass as means of

~managing its exposure to fair value losses arising from increasing
interest rates.

Credit risk

- Colorado statutes specify -investment instruments meeting defined rating
and risk criteria in which local government entities may invest
agency securities; certain international agency securities; general
obligatien and revenue bonds of U0.S. local government entities;
bankers' acceptances of <certain Dbanks; commerciazl paper: local
government investment pools; Wwritten repurchase agreements
ccllateralized by certain authorized securities; certain money market
funds; and guaranteed investment contracts.

Concentration of credit risk

The District limits the amount that may be invested in commercial paper
to no more than 50% of invested funds, effective August 3, 2013.

The District had no investments during the years ended December 31,
2018 and 2017.

13



WEST MONTROSE SANITATION DISTRICT

NOTES TC FINANCIAL STATEMENTS (continued)
Decenber 31, 2018 and 2017

3 - CAFITAL ASSETS

Capital asset activity for the years ended December 31, 2018 and 2017
was as follows:

Beginning Ending
Balances Increases Decreases Balances
2018
Capital asssts not
being depreciated:
Land and easements $ 184,496 184,486
Capital assets being
depreciated:
Land improvements 17,001 17,001
Treatment facilities 3,022,366 3,022,366
Collection system 1,825,981 4,561 1,930,542
Office building 61,592 61,582
Transportation eguipment 49,144 48,144
Furniture and equipment 105,544 6,298 715 111,123
Total capital assets
being depreciated 5,181,628 10,859 719 5,191,768
Less accumulated
depreciation for: )
Land improvements 17,001 17,001
Treatment facilities 2,082,148 131,398 2,213,546
Collection system 1,209,851 63,428 1,273,275
Office building 31,929 2,373 34,302
Transportation eguipment 31,649 5,383 37,032
Forniture and eguipment 82,403 7,662 719 89,346
Total accumulated
depreciation 3,454,981 210,244 719 3,664,506
Total capital assets, net §1,811,143 [(195,385) 1,711,758
2017
Capital assets not
being depreciated:
Land and easements s 184,496 184,496
Capital assets being
depreciated:
Land improvements 17,001 17,001
Treatment facilities 2,758,523 264,113 270 3,022,366
Collection system 1,830,542 4,561 1,925,981
Office building - 46,885 14,707 61,582
Transportation eguipment 48,144 45,144
Furniture and equipment 106,392 7,854 B,742 105,544
Total capital assets
being depreciated 4,208,487 286,714 13,573 5,181,628
Less accumulated
depreciation for:
Land improvements 17,0601 17,001
Treatment facilities 1,963,784 118,634 270 2,082,148
Collection system 1,146,417 63,434 1,209,851
Office building 30,046 1,883 31,529
Transportaticn eguipment 26,266 5,383 31,649
Furniture and equipment 83,963 7,182 B,742 82,403
Total accumulated
depreciation 3,267,477 186,516 9,012 3,454,981
Total capital assets, net $1,825,506 90,198 4,561 1,811,143

14



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2018 and 2017

4

~ SHORT-TERM DEBT

The District had no short-term debt during the vears ended December 31,
2018 and 2017.

— SPENDING 2ND DEBT LIMITATIONS

The State Constitution, Article X, Section 20, has several limitations
regarding revenue raising, spending abilities, and other specific
requirements of state and local governments. The Section is complex and
subject to judicial interpretation. It is the opinion of management and
the District's attorney thaet the District’s sewage activity is an
enterprise within the meaning of Article X, Section 20, and is not
subject to the revenue limitations nor regquired to establish the

emergency reserves but 1is subject to the property tax limitations
contained therein.

6 - RISK MANAGEMENT

The District is exposed to risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to

employees; and natural disasters. Such exposure, except for the
collection system, is covered by purchase of commercial insurance,
including worker's compensation. Settled claims resulting from these

risks have not exceeded commercial insurance coverage in any of the past
three fiscal years.

7 - EMPLOYEES' RETIREMENT PLAN

The District provides pension benefits for all of its full-time employees
in two separate defined contribution plans through the Colorado County
Officials and Employees Retirement Association, a multiple-employer
public employee retirement system. Any Colorado County, Special District
or Municipality may choose to adopt the plan. In a defined contribution
plan, benefits depend sclely on amounts contributed to the plan plus
investment earnings. Employees are eligible to participate immediately.
Association rules reguire that both the employee and the District
contribute 8% of total compensation te the plan.

The District's contribution for each employee (and earnings, losses and
changes in fair market wvalue of plan assets) are vested at a rate of 50%

per year. Employee contributions and their earnings are 100% vested

immediately. Nonvested contributions are forfeited upon termination of
employment and such forfeitures may be used to pay plan expenses or the
employer’s contribution to the plan. For the years ended December 31,
2018 and 2017, there were no forfeitures.

The District's total payroll for 2018 and 2017 was $267,010 and $267, 741,
respectively. The District's contributions were calculated using the
covered payroll of $240,750 and $242,375 for 2018 and 2017, respectively.
Both the District and the covered employees made the 8% contribution,
amounting to $19,260 for 2018 and $19,3%0 for 2017 from each source, or
$38,520 and $38,780 in total for 2018 and 2017, respectively. The plan
had four plan members for 2018 and 2017.

The District had no liability to the plan at December 31, 2018 and 2017.

8 - SUBSEQUENT EVENTS

Subsequent events were evaluated through June 131, 2019 which is the date
the financial statements were available to be issued.
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SUPPLEMENTARY INFORMATION

REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
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