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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 Teller County Water and Sanitation District #1
(District) as of and for the year ended December 31, 2018, 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.

Auditors’ 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
MEMBER AICPA PRIVATE COMPANIES PRACTICE SECTION
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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, 2018, 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.

Droere, 70WM © Ppechee. LLP

Colorado Springs, Colorado
July 16, 2019
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Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2018

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, 2018. The intent of this MD&A 1is to review 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:

¢ 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

o Collection of loan repayment fee
Secondary sources of revenue are:

o 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, 2018

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. Phase 2 focused on critical upgrades and improvements
to the District’s aging infrastructure (new and upgraded water mains, etc.). Global Underground completed
Phase 2, specifically replacing/upgrading critical water mains. The entire loan fund was used to complete
Phase 1 and 2.

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 was
$1,718,000, with a 20-year repayment schedule that started in May 2012.

Additionally, budgeting for capital expenditures for 2019 was set at $71,012. This is for completing the
mapping project and for new meter replacement escrows.

STATEMENT OF FUND NET POSITION

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 2018 2017 (Decrease)
Current Assets $ 263,165 $ 230,622 $ 32,543
Capital Assets 1,562,857 1,777,704 (214,847)
Total Assets $ 1,826,022 $ 2008326 $ (182,304)
Liabilities
Current Liabilities $ 90,326 $ 86,349 § 3,977
Long-term Liabilities 1,111,513 1,192,708 (81,195)
Total Liabilities 1,201,839 1,279,057 (77,218)
Net Position
Net Investment in Capital Assets 370,149 505,401 (135,252)
Restricted 68,000 68,000 -
Unrestricted 186,034 155,868 30,166
Total Net Position 624,183 729,269 (105,086)
Total Liabilities and Net Position $ 1,826,022 $ 2008326 $ (182,304)




Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2018

Assets

Current assets increased by approximately $33,000, due to EDB reimbursement receivable at the end of 2018.
Net capital assets decreased by approximately $215,000, related to current year depreciation.

Liabilities

Long-term liabilities decreased by approximately $81,000, as a result of reductions for the current portion of
long-term debt.

Net Position

Net investment in capital assets increased by approximately $78,000, as a result of the current year
depreciation of plant and equipment, and payments on long-term debt.

Total net position decreased by approximately $105,000, due to current year operating and non-operating
income.

STATEMENT OF REVENUE, EXPENDITURES/EXPENSE AND CHANGES IN FUND NET
POSITION

Comparative statements and comments relating to significant changes follow:

Net Income
Increase
2018 2017 (Decrease)

Operating Revenue $ 308,433 $ 271,420 $ 37,013
Operating Expenditures/Expense 518,271 298,937 (219,334)
Operating Loss (209,838) (27,517) (182,321)
Non-operating Revenue 104,752 120,880 (16,128)
Change in Net Position $ (105,086) $ 93,363 $ (198,449

Operating Loss

Operating revenues increased by approximately $37,000, and expenses increased by approximately $219,000,
resulting in a net increase in operating losses of approximately $182,000.

Non-Operating Revenue

Non-operating revenue decreased by approximately $16,000, related to the changing out of the Granular
Activated Carbon (GAC) filters and an increase in expense reimbursements received for EDB mitigation in
2018.



Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2018

BUDGETED AMOUNTS

An analysis of budgeted amounts follows:

Budgeted Amounts Increase
Original Final (Decrease )
Revenue $ 435,675 % 435,675 % -
Expenditures/Expense 431,845 431,845 -
Change in Net Position $ 3,830 $ 3830 $ -

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

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

Analysis of Budget to Actual Income Statement

Variance with

Actual Final Budget
Final Budgetary Favorable
Budget Basis (Unfavorable )
Revenue
Operating and Non-operating Revenue $ 435,675 § 450,032 § 14,357
Total Revenue 435,675 450,032 14,357
Expense/Expenditure
Cost of Sales 162,714 141,135 21,579
General and Administrative 109,176 115,044 (5,868)
Capital Projects 46,200 47,244 (1,044)
Non-operating 113,755 116,442 (2,687)
Total Expense/Expenditure 431,845 419,865 11,980
Change in Net Position Non-GAAP Basis $ 3,830 30,167 $ 26,337
GAAP Adjustments
Debt Service Payments - Principle 79,595
Capital Projects 47,244
Depreciation (255,856)
Loss on Disposal of Assets (6,236)
Change in Net Position
GAAP Basis $ (105,086)




Teller County Water and Sanitation District #1
Management’s Discussion and Analysis
Year Ended December 31, 2018

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

Revenue

Operating and non-operating revenues were above budget by approximately $14,000, due to water sales rate
increases combined the changing out of the Granular Activated Carbon (GAC) filters in 2018.

Expense / Expenditure

The District’s cost of sales was lower than budgeted by approximately $22,000, due to decreased system
repairs and maintenance costs and overall utilities costs.

The District’s general and administrative expense was more than budgeted by approximately $6,000, this was
primarily due to a more accurate reporting of credit card processing fees and bringing legal fees up to date.

The District’s non-operating expense was more than budgeted by approximately $3,000, due to the difference
between what was submitted for EDB reimbursement versus what was actually received.

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

DECEMBER 31, 2018
ASSETS
Water/Sewer
Fund
Current Assets
Cash $ 149,539
Cash - Emergency Reserve 68,000
Total Cash 217,539
Accounts Receivable - Trade 7,412
Accounts Receivable - Other 34,410
Prepaid Expense 3,804
Total Current Assets 263,165
Plant and Equipment
Plant and Equipment 3,070,072
Less: Accumulated Depreciation (1,507,215)
Total Plant and Equipment 1,562,857
Total Assets $ 1,826,022
LIABILITIES AND NET POSITION
Current Liabilities
Accounts Payable - Trade $ 5,154
Interest Payable 3,977
Current Portion of Long-term Debt 81,195
Total Current Liabilities 90,326
Noncurrent Liabilities
Loan Payable 1,111,513
Total Noncurrent Liabilities 1,111,513
Net Position
Net Investment in Capital Assets 370,149
Restricted 68,000
Unrestricted 186,034
Total Net Position 624,183
Total Liabilities and Net Position $ 1,826,022

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, 2018

Water/Sewer
Fund
Operating Revenue
Water Sales $ 219,602
Sewer Sales 86,421
Late Fees 2,410
Total Operating Revenue 308,433
Operating Expense
Cost of Sales 141,135
General and Administrative 115,044
Depreciation 255,856
Loss on Disposal of Assets 6,236
Total Operating Expense 518,271
Operating Loss (209,838)
Non-operating Revenue (Expense)
Interest Income 295
Other Income 586
Loan Repayment Fee 106,308
EDB Mitigation Expense Recovery 34,410
EDB Mitigation Expense (36,847)
Total Non-operating Revenue 104,752
Change in Net Position (105,086)
Net Position
Beginning of Year 729,269
End of Year $ 624,183

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, 2018

Water/Sewer
Fund
Cash Flows from Operating Activities
Cash Received from Customers and Users $ 308,520
Cash Paid to Suppliers and Lenders (252,976)
Net Cash Provided by Operating Activities 55,544
Cash Flows from Capital and Related Financing Activities
Purchase of Capital Assets (47,244)
Net Cash Used by Capital and Related Financing Activities (47,244)
Cash Flows from Non-operating Activities
Interest Received 294
Loan Repayment Fee 106,308
Other Income 586
Cash Paid to Reduce Debt (79,595)
EDB Mitigation Expense Recovery 9,813
EDB Mitigation Expense (36,847)
Net Cash Provided by Investing Activities 559
Change in Cash 8,859
Cash
Beginning of Year 208,680
End of Year $ 217,539
RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Loss $ (209,838)
Adjustments to Reconcile Operating Loss to Net Cash
Provided by Operating Activities
Non Cash Expense
Depreciation 255,856
Loss on Disposal of Assets 6,236
Changes in
Accounts Receivable - Trade 87
Prepaid Expense 826
Accounts Payable - Trade 2,641
Interest Payable (264)
Total Adjustments 265,382
Net Cash Provided by Operations $ 55,544

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 - 50 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, 2018.

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 $217,539 as of December 31, 2018.

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, 2018, 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, 2018, was as follows:

Beginning Deletions and Ending
Balance Additions Adjustments Balance
Proprie tary Fund
Capital Assets Not Being Depreciated/ Amortized
Intangible Assets $ - $ 5386 $ - $ 5,386
Plant Equipment - 38,180 - 38,180
Total Capital Assets Not
Being Depreciated/Amortized - 43,566 - 43,566
Capital Assets Being Depreciated
Building 23438 - - 23,438
Plant Equipment 16,421 3,678 (14,405) 5,694
Water System Meter 10,190 - - 10,190
Water Plant 2,804,503 - (16,866) 2,787,637
Sewer Plant 199,547 - - 199,547
Total Capital Assets Being
Depreciated 3,054,099 3,678 (31,271) 3,026,506
Less Accumulated Depreciation for
Building (12,014) (586) - (12,600)
Plant Equipment (14,597) (722) 14,405 (914)
Water System Meter (3,567) (3,057) - (6,624)
Water Plant (1,046,671) (251,490) 10,630 (1,287,531)
Sewer Plant (199,546) - - (199,546)
Total Accumulated Depreciation (1,276,395) (255,855) 25,035 (1,507,215)
Proprietary Capital Assets, Net $ 1,777,704 $ (208,611) $ (6,236) $ 1562857

Depreciation expense for 2018 was $255,856.

-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, 2018, the
District has drawn down all 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 were made to the District after costs had been incurred and an application for
reimbursement was made to CWRPDA. Interest expense for 2018 was $24,785.

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

Years Ending Total
December 31, Principal Interest Payments
2019 $ 81,195 § 23,450 $ 104,645
2020 82,827 21,818 104,645
2021 84,492 20,153 104,645
2022 86,190 18,455 104,645
2023 87,922 16,723 104,645
2024 to 2027 369,724 48,859 418,583
2028 to 2031 400,358 18,226 418,584
Principle Balance, End of Year 1,192,708 § 167,684 $ 1,360,392
Less Current Portion (81,195)
Long-term Portion $ 1,111,513

For the year ending December 31, 2018, a summary of the loan activity is as follows:

Beginning Ending
Balance Additions Payments Balance
CWRPDA Loan 2010 $ 1,272,303 $ - $ (79,595) § 1,192,708

As of December 31, 2018, the District was in material compliance with all debt covenants.
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.

-15-



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

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 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through July 16, 2019, the date on which the financial
statements were available to be released.

-16 -
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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
YEAR ENDED DECEMBER 31, 2018

Variance with
Actual Final Budget

Budget Budgetary Favorable
Original Final Basis (Unfavorable)
Revenue
Water Sales $ 205410 $ 205410 § 219,602 $ 14,192
Sewer Sales 85,902 85,902 86,421 519
Late Fees 2,707 2,707 2,410 (297)
Miscellaneous 1,000 1,000 586 (414)
Interest Income 224 224 295 71
EDB Expense Recovery 34,160 34,160 34,410 250
Loan Repayment Fee 106,272 106,272 106,308 36
Total Revenue 435,675 435,675 450,032 14,357
Expense/Expenditure
Cost of Sales 162,714 162,714 141,135 21,579
General and Administrative,

Net of Debt Service 84,126 84,126 90,259 (6,133)
Capital Projects 46,200 46,200 47,244 (1,044)
Non-operating 34,160 34,160 36,847 (2,687)
Debt Service

Principal 79,595 79,595 79,595 -

Interest Expense 25,050 25,050 24,785 265

Total Expense/Expenditure 431,845 431,845 419,865 11,980

Change in Net Position

Non-GAAP Basis $ 3,830 $ 3,830 30,167 $ 26,337
GAAP Adjustments

Debt Service Payments - Principle 79,595

Capital Projects 47,244

Depreciation (255,856)

Loss on Disposal of Assets (6,236)
Change in Net Position

GAAP Basis $ (105,086)
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TELLER COUNTY WATER AND SANITATION DISTRICT #1
SCHEDULE OF EXPENSE - PROPRIETARY FUND
BUDGETARY (NON-GAAP BASIS) AND ACTUAL

YEAR ENDED DECEMBER 31, 2018

Variance with

Actual Final Budget
Final Budgetary Favorable
Budget Basis (Unfavorable)
Operating Expense
Cost of Sales
Utilities $ 11,786 $ 7,289 $ 4,497
System Repair/Maintenance 28,808 17,851 10,957
Sewer Disposal 84,923 83,856 1,067
System Operator 34,598 29,192 5,406
Water Testing 2,300 2,477 (177)
Regulatory Costs 299 470 (171)
Total Cost of Sales 162,714 141,135 21,579
General and Administrative
Advertising/Printing/Postage 150 61 89
Accounting 7,000 7,000 -
Directors Compensation 6,000 5,700 300
Dues/Subscriptions 1,358 905 453
Election Expense - 83 (83)
Insurance Property/Liability 4,613 4,630 17)
Legal 2,000 3,415 (1,415)
Offices Services 55,400 57,812 (2,412)
Trash Removal 500 255 245
Storage 800 778 22
Other General and Administrative 6,305 9,620 (3,315)
Debt Service
Loan Principal 79,595 79,595 -
Interest Expense 25,050 24,785 265
Total General and Administrative 188,771 194,639 (5,868)
Capital Projects 46,200 47,244 (1,044)
Non-operating Expense
EDB Mitigation Expense 34,160 36,847 (2,687)
Total Non-operating Expense 34,160 36,847 (2,687)
Total Expense $ 431,845 $ 419,865 $ 11,980
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