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Beckstead & Co., LLC
566 S. Asbury Ct. Grand Junction, CO 81504 (970) 462-7707 (970) 462-7709 (fax)
www.becksteadcpa.com

INDEPENDENT AUDITOR’S REPORT

June 19, 2020

Board of Directors
Cortez Fire Protection District
Cortez, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the major fund, and the
aggregate remaining fund information of Cortez Fire Protection District, as of and for the year ended December 31,
2019, and the related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions 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
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the major fund, and the aggregate remaining fund information of Cortez Fire
Protection District as of December 31,2019, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the general fund budgetary
comparison (pages 28), and the pension information (pages 29 through 33) be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Management has omitted management’s discussion and analysis that accounting principles generally accepted in the
United States of America require to be presented to supplement the basic financial statements. Such missing
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. Our opinion on the basic financial statements
is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Cortez Fire Protection District’s basic financial statements. The supplemental budgetary comparison for the pension
trust fund on page 34 is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The supplemental schedule is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. 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 supplemental schedules are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

ZIL Co./ VAN <
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Cortez Fire Protection District
STATEMENT OF NET POSITION

December 31, 2019

Governmental
Activities
ASSETS
Cash and cash equivalents $ 61,610
Investments 873,907
Receivables
Property taxes receivable 1,590,738
Other receivables 8,042
Capital assets (net of accumulated depreciation)
Land (non-depreciable) 38,439
Buildings 5,073,283
Vehicles and equipment 472,548
Improvements 15,499
Total assets 8,134,066
DEFERRED OUTFLOWS OF RESOURCES
Items related to pension plans 476,526
Total deferred outflows of resources 476,526
LIABILITIES
Accounts payable $ 74,746
Accrued liabilities 100,895
Long-term liabilities, due within a year
Lease purchase obligations 67,210
Long-term liabilities, due after one year
Lease purchase obligations 1,135,227
Net pensions liability 366,611

Total liabilities 1,744,689
DEFERRED INFLOWS OF RESOURCES

Deferred property tax revenue 1,590,738
Items related to pension plans 120,740
Total deferred inflows of resources 1,711,478

NET POSITION
Net investment in capital assets 4,397,332
Restricted for emergencies 59,535
Unrestricted 697,558

Total net position § 5,154,425

The accompanying notes are an integral part of this statement.
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Cortez Fire Protection District

STATEMENT OF ACTIVITIES

Year ended December 31, 2019

Program Revenues

Operating Capital
Charges for  Grants and Grants and  Governmental
Function/Programs Expenses Services  Contributions Contributions  Activities

Governmental activities:
Fire protection and emergency services $ 1,909,284  §

$ 117,271  § 12,623 $(1,779,390)

Interest on long-term obligations 39,821 - - - (39,821)
Total governmental activities 1,949,105 - 117,271 12,623 (1,819,211)
General revenues:

Property taxes 1,673,214

Interest earnings 17,113

Total general revenues 1,690,327
Change in net position (128,884)

Net position at beginning of year 5,221,443

Prior period adjustment 61,866

Net position, beginning of year, restated 5,283,309

Net position at end of year $ 5,154,425

The accompanying notes are an integral part of this statement.
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Cortez Fire Protection District

BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2019

ASSETS
Cash and cash equivalents
Investments
Receivables

Property taxes receivable
Other

LIABILITIES
Accounts payable
Accrued liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred property tax revenue

Fund equity
Reserved for emergencies
Unassigned

Total assets

Total liabilities

Total fund equity

Total liabilities, deferred inflows of resources, and fund equity

The accompanying notes are an integral part of this statement.
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General
Fund

61,610
873,907

1,590,738
8,042

$

2,534,297

74,746
100,895

175,641

1,590,738

59,535
708,383

767,918

$

2,534,297




Cortez Fire Protection District

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION

December 31, 2019

Amounts reported for governmental activities in the statement of net position
are different because:

Total fund balance - governmental funds

Capital assets used in governmental activities are not financial resources

and, therefore, are not reported in the funds. The cost of the assets is
$9,739,239 and the accumulated depreciation is $4,139,470.

Deferred outflows and inflows as well as the net pension asset related to pensions
are not available to pay for current-period expenditures or due and payable in the
current period and, therefore, are not reported in the funds.

Net pension liability
Deferred outflows: deferred amortization related to the pension plan
Deferred inflows: deferred amortization related to the pension plan

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

Lease purchase obligations

Total net position - governmental activities

The accompanying notes are an integral part of this statement.
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$ 767,918

5,599,769

(366,611)
476,526
(120,740)

(1,202,437)

$ 5,154,425




Cortez Fire Protection District

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

For the year ended December 31, 2019

Revenues
Taxes

Grants
Other local sources

Interest
Other

$ 1,673,214

12,623

17,113
117,271

134,384

Total revenues
Expenditures
Fire protection and emergency services
Salaries and benefits
Administration
Vehicle expenses
Facilities and utilities
Training
Other

Debt service
Principal
Interest
Total debt service
Capital outlay
Total expenditures
Net change in fund balance
Fund balance, beginning of year
Prior period adjustment

Fund balance, beginning of year, restated

Fund balance, end of year

The accompanying notes are an integral part of this statement.
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1,820,221

1,312,599
143,516
57,292
106,420
41,809

160,224

1,821,860

66,006

39,821

105,827

56,800

1,984,487

(164,266)

870,318

61,866

932,184

$ 767918



Cortez Fire Protection District

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE - GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

December 31, 2019

Amounts reported for governmental activities in the statement of activities are
different because:

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.

Depreciation expense
Capital outlay capitalized

Principal payments of lease purchase obligations are reported as an expenditure
expenditure in governmental funds and thus has the effect of reducing fund
balance because current financial resources have been used. The principal
payments reduce the liabilities in the statement of net position and do not
result in an expense in the statement of activities.

Governmental funds do not record the changes in the net pension liability,
deferred outflows related to pension, and deferred inflows related to
pension as an adjustment to current year expenditures. However, in the
Statement of Activities, this change is shown as an adjustment to expenses.

Change in net position of governmental activities

The accompanying notes are an integral part of this statement.
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(164,266)

(278,936)
56,800

66,006

191,512

(128,884)




Cortez Fire Protection District
STATEMENT OF FIDUCIARY NET POSITION - PENSION TRUST FUND

December 31,

2019
ASSETS
Cash and cash equivalents $ 42,541
Investments, at fair market value 2,271,485
Total assets $2,314,026
LIABILITIES
Total liabilities -
NET POSITION
Held in trust for pension benefits $2,314,026

The accompanying notes are an integral part of this statement.
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Cortez Fire Protection District

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - PENSION TRUST FUND

For the year ended December 31,

Additions
Contributions
State contribution
District contribution

Investment return

Deductions
Administrative expenses
Pension payments

Net position held in trust for pension benefits
Beginning of year

End of year

Total contributions

Total additions

Total deductions

Change in net position

The accompanying notes are an integral part of this statement.

10

2019

§ 41,971

47,000

88,971

229,713

318,684

8,215
176,524

184,739

133,945

2,180,081

52314026



Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Cortez Fire Protection District (the District) was formed on June 25, 1986, for the purpose of providing fire
protection and emergency services to Cortez, Colorado and the surrounding rural area in Montezuma County,
Colorado. The District has an elected governing board and levies taxes on the property within the District for
operations and debt service.

The District's annual financial report includes the accounts of all District operations.

The accounting policies of the District conform to generally accepted accounting principles as applicable to
governments. The following is a summary of such significant policies:

Reporting Entity

The reporting entity consists of (a) the primary government; i.e., the District, and (b) organizations for which the
District is financially accountable. The District is considered financially accountable for legally separate
organizations if it is able to impose its will on that organization or there is a potential for the organization to
provide specific financial benefits to, or to impose specific financial burdens on, the District. Consideration is
also given to other organizations, which are fiscally dependent; i.e., unable to adopt a budget, levy taxes, or issue
debt without approval by the District. Organizations for which the nature and significance of their relationship
with the District are such that exclusion would cause the reporting entity’s financial statements to be misleading
or incomplete are also included in the reporting entity.

Based on the criteria above, the District is not financially accountable for any other entity, nor is the District a
component unit of any other government.

Government-wide and Fund Financial Statements

The District’s basic financial statements include both government-wide (reporting the District as a whole) and
fund financial statements (reporting the District’s major funds). Both the government-wide and fund financial
statements categorize primary activities as either governmental or business-type. Currently, the District has only
governmental activities.

Government-wide Financial Statements

In the government-wide Statement of Net Position, the governmental activities column is reported on a full
accrual, economic resource basis, which recognizes all long-term assets and receivables as well as long-term debt
and obligations. The District’s net position is reported in three parts: net investment in capital assets, restricted
net position, and unrestricted net position.

The government-wide focus is on the sustainability of the District as an entity and the change in the District’s net

position resulting from the current year’s activities.
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Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Fund Financial Statements

The financial transactions of the District are reported in an individual fund in the fund financial statements. Each
fund is accounted for by providing a separate set of self-balancing accounts that comprises it assets, liabilities,
reserves, fund equity, revenues and expenditures/expenses.

The fund focus is on current available resources and budget compliance.

Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is a fiscal and accounting entity
with a self-balancing set of accounts. At this time the District uses one governmental fund and one fiduciary
fund.

Governmental funds are those through which most governmental functions typically are financed. Governmental
funds reporting focuses on the sources, uses and balances of current financial resources. Expendable assets are
assigned to the various governmental funds according to the purpose for which they may or must be used.
Current liabilities are assigned to the fund from which they will be paid. The difference between governmental
fund assets and liabilities is reported as fund balance.

The District reports the following major governmental fund:

General Fund — The General Fund is used to account for all financial resources of the District except those
required to be accounted for in another fund. The general fund balance is available to the District for any purpose
provided it is expended or transferred according to the general laws of Colorado and the bylaws of the District.

Information about the District’s fiduciary fund follows:

The District’s fiduciary fund is a pension trust fund. Pension trust funds are accounted for using the accrual basis
of accounting. Revenues are recognized when earned, and expenses are recognized when incurred.

Pension Trust Fund — The Pension Trust Fund is used to account for assets held by the District in a trustee
capacity for the volunteer firefighter’s retirement systems.

Measurement Focus and Basis of Accounting

Measurement focus refers to whether financial statements measure changes in current resources only (current
financial focus) or changes in both current and long-term resources (long-term economic focus). Basis of
accounting refers to the point at which revenues, expenditures, or expenses are recognized in the accounts and
reported in the financial statements.
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Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Long-Term Economic Focus and Accrual Basis

Governmental activities in the government-wide financial statements use the long-term economic focus and are
presented on the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized
when incurred, regardless of the timing of the related cash flows.

Current Financial Focus and Modified Accrual Basis

The governmental fund financial statements use the current financial focus and are presented on the modified
accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recorded when
susceptible to accrual; i.e., both measurable and available. “Available” means collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period. Expenditures are generally
recognized when the related liability is incurred. The exception to this general rule is that principal and interest
on general long-term debt, if any, is recognized when due.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reported period.

Actual results could differ from those estimates.

Restricted Assets and Classification of Fund Balance

Assets are reported as restricted when limitations on their use change the nature or normal understanding of the
availability of the asset. Such constraints are either imposed by creditors, contributors, grantors, laws of other
governments, or imposed by enabling legislation. It is the District's policy to use restricted assets first when an
expense is incurred for which both restricted and unrestricted assets are available.

In the governmental fund financial statements fund balance is reported in five classifications.
Nonspendable: Prepaid expenses represent fund balance amounts that are not in spendable form.

Restricted: The Colorado Constitution as amended by TABOR (see separate tax, spending, and debt limitation
footnote) requires local governments to establish emergency reserves to be used for declared emergencies only.
Emergencies, as defined by TABOR, exclude economic conditions, revenue shortfalls, or salary or fringe benefit
increases. It is the District’s policy to use restricted fund balance first when an expense is incurred for which both
restricted and unrestricted fund balance are available.

Committed: Committed is that portion of fund balance that has been committed by the highest level of formal
action of the District’s Board of Directors and does not lapse at year-end. The District does not have any
committed fund balance at year end. It is the District’s policy to use committed fund balance first when an
expense is incurred for which both committed and unassigned fund balance are available.

13



Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Assigned: Assignments of fund balance are designated by District management. The District does not have any
assigned fund balance at year end.

Unassigned: Fund balance that has not been reported in any other classification is reported as unassigned.
Investments
Investments are stated at fair value.

Revenue Recognition - Property Taxes

Property taxes attach as an enforceable lien on property as of December 31. Taxes are levied on January 1 and
are due and payable in equal installments on February 28 and June 15 or in full on April 30. In accordance with
U.S. generally accepted accounting principles, the District has recorded as taxes receivable, current property
taxes, which have been levied and are due within one year but are not yet considered delinquent. Because
revenue from taxes receivable will not be available for expenditure until next year, management has deferred
recognition of this revenue until next year.

Budgets and Budgetary Accounting

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

1. In accordance with State statutes, prior to October 15, the proposed operating budget is submitted to the
District Board for the calendar year commencing the following January 1. The operating budget includes
proposed expenditures and the means of financing them for the upcoming year, along with estimates for the
current year and actual data for the two preceding years. State statutes require a more detailed line item
budget be submitted in summary form. In addition, more detailed line item budgets are included for
administration control.

2. Public hearings are conducted to obtain taxpayer comment.

3. Prior to December 31, the budget is legally enacted through passage of a resolution.

4 The District bookkeeper is required to present a monthly report to the District Board explaining any
variance from the approved budget.

5. Formal budgetary integration is employed as a management control device during the year.

6. Budgets for the Governmental and Fiduciary Funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP).

7. Appropriations lapse at the end of each calendar year.

8. The District Board may authorize supplemental appropriations during the year.

14



Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable governmental column
in the government-wide financial statements. Capital assets are defined by the District as assets with an initial,
individual cost of $5,000 or more and an estimated useful life of more than one year. All capital assets are valued
at historical cost or estimated historical cost if actual historical cost is not available. Donated fixed assets are
valued at their estimated fair market value on the date donated.

Property, plant and equipment of the District is depreciated using the straight-line method over the following
estimated useful lives:

Buildings 50

Equipment and vehicles 8-15

Improvements 15
Pensions

For purposes of measuring the net pension asset or liability, deferred outflows of resources and deferred inflows
of resources related to pensions and pension expense, information about the fiduciary net position of the
Statewide Defined Benefit Plan administered by the Fire and Police Pension Association of Colorado (FPPA)
and additions to/deductions from the pension plan’s net position have been determined on the same basis as they
are reported by FPPA. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.
Additionally, similar amounts are recorded for the Cortez Fire Protection District Pension Plan (CFPDPP)
provided for volunteer firefighters of the District.
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Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

CASH AND INVESTMENTS

Deposits with banks are comprised of the following at year end:

Carrying Amount Bank Balance Insured Collateralized
Certificates of deposit $ 271,080
Other deposits 103,925
Total $ 375,005 § 387,516 $ 366,436 $ 21,080

Cash presented in the financial statements is comprised of the following at year end:

Other deposits $ 103,925
Petty cash 226
$ 104,151

These cash balances are presented as follows:

Statement of Net Position $ 61,610
Statement of Fiduciary Net Position 42,541
$ 104,151

Investment balances presented in the financial statements are comprised of the following at year end:

Statement of
Statement of Net Fiduciary Net

Position Position

Certificates of deposit $ 271,080
Money market deposits 602,827
Cash held for reinvestment by broker $ 13,122
Franklin Managed Income Fund FBLAX 58,721
Franklin Co Tax-Free Income Fund FRCOX 488,568
Franklin High Income Fund FHAIX 108,624
Franklin Mutual Shares Fund TESIX 58,585
Franklin Rising Dividends Fund FRDPX 141,528
Franklin Total Return Fund FKBAX 195,778
Franklin U.S. Government Securities Fund FKUSX 189,950
Invesco Core Plus Bond Fund ACPSX 252,301
Invesco Corporate Bond Fund ACCBX 263,944
Invesco High Yield Fund AMHYX 261,778
Invesco Quality Income Fund VKMGX 238,586

$ 873,907 $ 2,271,485
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Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of bank failure, the
District’s deposits may not be returned to it. The District’s deposits are governed by Colorado statute. 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 the 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 102% of the aggregate uninsured deposits. The Colorado Divisions of Banking and
Financial Services are required by statute to monitor the naming of eligible depositories and reporting of the
uninsured deposits and assets maintained in the collateral pools. The District’s deposits are not deemed to be
exposed to custodial credit risk because they are either insured or the eligible collateral is held by the District or
the District’s custody agent in the District’s name.

Investments

Colorado statutes specify investments meeting defined rating and risk criteria in which local governments may
invest, which include:

e Obligations of the United States and certain U.S. government agency securities
e Local government investment pools

Certain international agency securities

General obligation and revenue bonds of U.S. local government entities
Guaranteed investment contracts

Commercial paper

Written repurchase agreements collateralized by certain authorized securities
Banker’s acceptances of certain banks

Certain money market funds

Investments are reﬁ)orted at fair value which is determined using selected bases. Short term investments are
reported at cost which approximates fair value. Securities trade(% on a national or international exchange are
valued at the last quoted market price. Cash deposits and money market mutual funds are reported at cost which
reasonably approximates fair value.

Credit risk

Credit risk is the risk that an issuer or other countegparty to an investment will not fulfill its obligation. The
District does not hold any debt securities at year end.

Custodial credit risk - investments

The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of investments or collateral securities that are in
the possession of an outside party. The District’s investments are not deemed to be exposed to custodial credit
risk because they are held by the District or the District’s custody agent in the District’s name.
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Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

Concentration of credit risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a
single issuer. The District places no limit on the amount the District may invest in any one issuer.

Interest rate risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.

The District does not have a formal investment policy that limits investment maturities as a means of managing
its exposure to fair value losses arising from increasing interest rates. Colorado statutes limit authorized
investments to those having a maturity of five years or less, unless the entity’s governing body specifically
authorizes longer maturities.

CAPITAL ASSETS

A summary of changes in capital fixed assets follows:

Beginning Deletions / Ending
Balance Additions Transfers Balance
Governmental Activities:
Capital asset not being depreciated
Land $ 38,439 $ - $ - $ 38,439
Total assets not being depreciated 38,439 - - 38,439
Capital assets being depreciated
Buildings 5,484,426 - - 5,484,426
Equipment and vehicles 4,135,906 56,800 - 4,192,706
Improvements 23,671 - - 23,671
Total assets being depreciated 9,644,003 56,800 - 9,700,803
Less accumulated depreciation for:
Buildings (294,781) (116,362) - (411,143)
Equipment (3,558,247) (161,911) - (3,720,158)
Improvements (7,509) (663) - (8,172)
Total accumulated depreciation (3,860,537) (278,936) - (4,139,473)
Net capital assets being depreciated 5,783,466 (222,136) - 5,561,330
Net governmental activities capital
assets $ 5,821,905 $ (222,136) $ - $ 5,599,769

Depreciation expense totaling $278,936 was charged to fire protection and emergency services during the year.
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CHANGES IN LONG-TERM DEBT

The following is a summary of long-term debt transactions of the District for the year:

Beginning Ending Within One

Balance Additions  Reductions Balance Year
HSE Leasing, LLC 2013 lease $ 99,943 § - % (18,894) 3% 81,049 § 19,426
HSE Leasing, LLC 2017 lease 1,168,500 - (47,112) 1,121,388 47,784
Total long-term liabilities $ 1,268,443  § - $ (66,0060 $ 1,202,437 $ 67,210

The District has entered into two leases with HSE Leasing, LLC for the purchase of equipment in 2013 and for
the financing of a fire station and related equipment in 2017. The 2013 equipment lease requires annual lease
payments of $21,708 through May, 2023, bears interest at 2.78% per annum, and is collateralized by fire
equipment. The 2017 building and equipment lease requires semi-annual lease payments of $42,607 through
February, 2037, bears interest at 3.67% per annum, and is collateralized by a fire station and related equipment.

Lease purchase payments to maturity are as follows:

Principal Interest Total
2020 $ 67,210 $ 39,713 $ 106,923
2021 69,384 37,539 106,923
2022 71,627 35,296 106,923
2023 73,943 32,980 106,923
2024 54,627 30,588 85,215
2025-2029 302,306 123,769 426,075
2030-2034 357,347 68,728 426,075
2035-2037 205,993 10,660 216,653

$ 1,202,437 $ 379,273 $ 1,581,710

19



Cortez Fire Protection District
NOTES TO FINANCIAL STATEMENTS

December 31, 2019

PENSION AND RETIREMENT PLANS

The District participates in two defined benefit pension plans. It participates in the Fire and Police Pension Plan
(FPPA SWDB) and the Cortez Fire Protection Pension Plan (CFPDPP). Information regarding these plans is
included in this note.

A summary of amounts reported in the financial statements related to the two defined benefit pension plans of the
District follows:

FPPA SWDB CFPDPP Total
Deferred outflows of resources $ 390,704 $ 85,822 $ 476,526
Deferred inflows of resources 1,234 119,506 120,740
Net pension liability (asset) 112,220 254,391 366,611

Defined Benefit, Multiple-Employer Cost Sharing Pension Plan

Plan Description. Full-time firefighters participate in the Statewide Defined Benefit Plan - Fire and Police
Pension Plan (FPPA SWDB). The plan is a cost-sharing multiple-employer defined benefit pension plan
administered by the Fire and Police Pension Association of Colorado (FPPA) that provides normal, early, vested,
or deferred retirement and death benefits. Authority for the plan, including benefit and contribution provisions, is
derived from Title 31, Articles 30, 30.5, and 31 of the Colorado Revised Statutes. The plan is amended by statute
and is accounted for using the economic resources measurement focus and the accrual basis of accounting. FPPA
issues a publicly available comprehensive annual financial report that can be obtained at
http://fppaco.org/toc_frames.html.

Funding Policy. Statute requires the District contribute 8.00% of base salary and employees make a pre-tax
contribution of 10.50% for a total contribution rate of 18.50%. In 2014, employees elected to increase the
member contribution rate to the plan beginning in 2015. Employee contribution rates will increase 0.50%
annually through 2022 to a total of 12.00% of base salary. Employer contributions will remain at 8.00% resulting
in a combined contribution rate 0 20.00% in 2022. The District’s contributions to the FPPA SWDB for the year
ended December 31, 2019, were $51,189.

Pension Assets, Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources
Related to Pensions. At December 31, 2019, the District reported a liability (asset) of $112,220 for its
proportionate share of the net pension asset / liability related to the FPPA SWDB plan. The net pension liability
was measured as of December 31, 2018, and the total pension liability used to calculate the net pension asset was
determined by an actuarial valuation as of December 31, 2017. Standard update procedures were used to roll
forward the total pension asset to December 31, 2018. The District’s proportion of the net pension asset was
based on District contributions to FPPA SWDB plan for the calendar year 2018 relative to the total contributions
of participating employers to the FPPA SWDB plan.

At December 31, 2018, the District’s proportion was .089081%. At December 31, 2017 the District’s proportion
was .091387%.
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For the year ended December 31, 2019, the District recognized pension expense (income) of $12,805. The
components of the District’s proportionate share of the net pension liability (asset) related to FPPA SWDB as of
December 31, 2018 (measurement date), are as follows:

Total pension liability $ 2,363,426
Plan fiduciary net position 2,251,206
Net pension liability (asset) $ 112,220

A summary of the District’s deferred outflows of resources and deferred inflows of resources related to
pensions for FPPA SWDB as of December 31, 2019 is as follows:

Deferred Outflows Deferred Inflows

of Resources of Resources

Difference between expected and actual experience $ 148,457  § 1,234

Change in assumptions 111,895 -
Net difference between projected and actual earnings

on pension plan investments 90,889 -

Change in proportionate share (11,726) -

Contributions subsequent to the measurement date 51,189 -

$ 390,704 § 1,234

The $51,189 reported as deferred outflows of resources related to pensions, resulting from contributions
subsequent to the measurement date, will be recognized as an increase in the net pension asset in the year ending
December 31, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized as follows:

2020 $ 34,912
2021 34,912
2022 34,912
2023 34,912
2024 34,912
Thereafter 163,721

$ 338,281

The total pension liability in the December 31, 2018 actuarial valuation was determined using the following
actuarial assumptions and other inputs:

Investment rate of return 7%
Salary increases 4.25%-11.25%
Inflation 2.5%

For determining the total pension liability, the post-retirement mortality tables for non-disabled retirees uses the
2006 central rates from the RP-2014 Annuitant Mortality Tables projected to 2018 using the MP-2017 projection
scales, and the projected prospectively using the ultimate rates of the scale for all years. The pre-retirement off-
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duty mortality tables are adjusted to 50% of the RP-2014 mortality tables for active employees. The on-duty
mortality rate is 0.00015.

For determining the actuarial determined contributions, the post-retirement mortality tables for non-disabled
retirees is a blend of the Annuitant and Employee RP-2014 generational mortality tables with blue collar
adjustment projected with Scale BB. The pre-retirement off-duty mortality tables are adjusted to 55% of the RP-
2014 mortality tables for active employees. The on-duty mortality rate is 0.00020.

At least every five years the FPPA’s Board of Directors, in accordance with best practices, reviews its economic
and demographic actuarial assumptions. At its July 2018 meeting, the Board of Directors reviewed and approved
recommended changes to the actuarial assumptions. The recommendations were made by the FPPA’s actuaries,
Gabriel, Roeder, Smith & Co., based upon their analysis of past experience and expectations of the future. The
assumption changes were effective for actuarial valuations beginning January 1, 2019 and were used in the
rollforward calculation of total pension liability as of December 31, 2018. Actuarial assumptions effective for
actuarial valuations prior to January 1, 2019 were used in the determination of the actuarially determined
contributions as of December 31, 2018. The actuarial assumptions impact actuarial factors for benefit purposes
such as purchases of service credit and other benefits where actuarial factors are used.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighing the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation (assumed at 2.5%). Best estimates of arithmetic real
rates of return for each major asset class included in the Fund’s target asset allocation as of December 31, 2018,
are summarized as follows:

Long-Term
Target Expected Rate

Asset Class Allocation of Return

Global equity 37% 8.03%
Equity long/short 9% 6.45%
Private markets 24% 10.00%
Fixed income 15% 2.90%
Absolute return 9% 5.08%
Managed futures 4% 5.35%
Cash 2% 2.52%

100.00%

Discount Rate. The discount rate used to measure the total pension liability was 7%. The projection of cash
flows used to determine the discount rate assumed that contributions from participating employers will be made
based on the actuarially determined rates based on the Board’s funding policy, which establishes the
contractually required rates under Colorado statutes. Based on those assumptions, the SWDB plan fiduciary net
position was projected to be available to make all the projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
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Sensitivity of the District’s Proportionate Share of the Net Pension Asset to Changes in the Discount Rate.
The following table presents the District’s proportionate share of the net pension liability (asset), calculated using
a discount rate of 7%, as well as what the District’s proportionate share of plan's net pension asset would be if it
were calculated using a discount rate that is 1% lower or 1% higher:

Single Discount

1% Decrease Rate Assumption 1% Increase
6% 7% 8%
District’s proportionate share of
the net pension liability (asset) $ 436,738  $ 112,220  $ (156,225)

Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s fiduciary net position is
available in the separately issued FPPA financial reports found at http://fppaco.org.

Single Employer Pension Plan

Plan Description. The District's defined benefit pension plan, Cortez Fire Protection District Pension Plan
(CFPDPP), provides pensions for all volunteer firemen with 10 years of service. The plan is a single-employer
defined benefit pension plan administered by a Board of Trustees composed of District Board members and
firefighters selected in accordance with Colorado State Statutes. Article 15 of the Regulations of the State grants
the authority to establish and amend the benefit terms to the Board of Trustees.

Benefits Provided. The Cortez Fire Protection District Pension Plan provides retirement and death benefits.
Retirement benefits for volunteer fireman with ten years of volunteer service are calculated as $25.99 per month
per year of volunteer service for a maximum of 20 years. Volunteer firemen with 10 years of service are eligible
to retire at age 50. Volunteer firemen with 10 years of service are eligible for death benefits. Death benefits are a
lump sum payment of $600 if death occurs before retirement or 50% of the retiree's benefit if the member is
married commencing on the date the deceased member would have turned age 50 for retired members.

Firefighters Covered by Benefit Terms. At December 31, 2019, the following firefighters were covered by the
benefit terms:

Inactive plan members of beneficiaries

currently receiving benefits 39
Inactive plan members entitled to but

not yet receiving benefits 6
Active employees 2

Total 47

Contributions. Article 15 of the Regulations of the State grants the authority to establish and amend the

contribution requirements of the District. The board establishes rates based on an actuarially determined rate

recommended by an independent actuary. The actuarially determined contribution for the District is 2 mill of

the assessed valuation of the District. The State of Colorado's contribution has been established by the legislature

and is based upon the amounts contributed by the district. The State currently matches 90% of the District's

contributions up to a maximum of 1/2 mill on the assessed valuation. The firefighters do not contribute to the plan.
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Net Pension Liability

The District's net pension liability was measured as of December 31, 2019, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of December 31, 2019 so no
procedures were required to update the liability to the measurement date of December 31, 2019.

Actuarial assumptions - The total pension liability in the December 31, 2019 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Dollar, Open
Remaining Amortization Period 20 Years

Asset Valuation Method Market Value
Investment Rate Return 4.5%

Projected Salary Increases N/A

Inflation N/A

Cost of Living Adjustments None

Mortality rates for ages less than 55 were based on the RP 2014 Mortality Table for Blue Collar Employees;
for ages 65 and older were based on the RP-2014 Mortality Tables for Blue Collar Healthy Annuitants; and
for ages 55 through 64 a blend of the previous two tables is used.

Discount rate - The discount rate used to measure the total pension liability was 4.50 percent. The projection of cash
flows used to determine the discount rate assumed that the State contributions will be made at the current
contribution rate and that the District contributions will be made at rates equal to the difference between
actuarially determined contribution rates and the State rate. Based on those assumptions, the pension plan's
fiduciary net position was projected to be available to make all projected future benefit payments of current
active and inactive volunteer firemen. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension liability.
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Changes in the Net Pension Liability

Increase (Decrease)
Total Pension  Plan Fiduciary =~ Net Pension

Liability Net Position Liability
(a) (b) (a) - (b)
Balances at 12/31/2018 $ 2,727,205 $ 2,180,081 $ 547,124
Changes for the year:
Interest 118,965 - 118,965
Differences between expected
and actual experience (83,462) - (83,462)
Change in assumptions (25,377) - (25,377)
Service costs 7,610 - 7,610
Contributions - State - 41,971 (41,971)
Contributions - District - 47,000 (47,000)
Net investment income - 229,713 (229,713)
Benefit payments (176,524) (176,524) -
Administrative expenses - (8,215) 8,215
Net changes (158,788) 133,945 (292,733)
Balances at 12/31/2019 $§ 2,568,417 $ 2,314,026 § 254391

Sensitivity of the net pension liability to changes in the discount rate — The following presents the net pension
liability of the District, using the discount rate of 4.50 percent, as well as what the District's net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (3.50%) or 1-percentage-
point higher (5.50%) than the current rate:

Single Discount

1% Decrease Rate Assumption 1% Increase
3.5% 4.5% 5.5%
District’s proportionate share of
the net pension liability (asset) $ 578285 9§ 254,391 $ (9,958)
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For the year ended December 31, 2019, the District recognized pension expense (income) of $(106,183).

A summary of the District’s deferred outflows of resources and deferred inflows of resources related to
pensions for FPPA SWDB as of December 31, 2019 is as follows:

Deferred Outflows Deferred Inflows

of Resources of Resources
Net difference between projected and actual
earnings on pension plan investments $ 85,822 § 119,506
$ 85,822 § 119,506

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized as follows:

2020 $ (8,669)
2021 (125)
2022 1,858
2023 (26,748)

$ (33,684)

Payable to the Pension Plan

At December 31, 2019, the District did not have a payable for its contributions to the Plan. All required
contributions to the pension plan were paid prior to year end.

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
governments. During 2013, the District passed a ballot question authorizing the District to collect, retain, and
spend for any lawful purpose the revenues generated from all sources in each fiscal year thereafter. 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.

RISK OF LOSS

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees and natural disasters for which the government carries commercial
insurance. There have been no significant reductions in coverage from the prior year, and settlements have not
exceeded coverage during the year.
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PRIOR PERIOD ADJUSTMENT

During 2019, the District determined that $61,866 of taxes collected by the county for the District in 2018 and
received by the District in 2019 were not recorded as a receivable at December 31, 2018. An adjustment was

necessary to properly state beginning net position in the government-wide financial statements and beginning
fund balance in the general fund.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND

For the year ended December 31, 2019

Revenues
Taxes

Grants

Other local sources
Interest
Other

Total revenues
Expenditures
Fire protection and emergency services
Salaries and benefits
Administration
Vehicle expenses
Facilities and utilities
Training
Other

Debt service
Principal
Interest
Total debt service
Capital outlay
Total expenditures
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Over
Original Final (Under)
Budget Budget Actual Budget

$1,596,912  § 1,596,912  $1,673,214 $§ 76,302
207,900 207,900 12,623 (195,277)

4,930 4,930 17,113 12,183
217,588 217,588 117,271 (100,317)
222,518 222,518 134,384 (88,134)
2,027,330 2,027,330 1,820,221 (207,109)

1,297,587 1,297,587 1,312,599 15,012

135,760 135,760 143,516 7,756
76,800 76,800 57,292 (19,508)

52,200 52,200 106,420 54,220

38,000 38,000 41,809 3,809

124,500 124,500 160,224 35,724

1,724,847 1,724,847 1,821,860 97,013

66,006
39,821

106,000 106,000 105,827 (173)
275,000 275,000 56,800 (218,200)
2,105,847 2,105,847 1,984,487 (121,360)
(78,517) (78,517) (164,260) (85,749)

932,184 932,184 932,184 -
$ 853,667 § 853,667 § 767918 $§ (85,749)

28



Cortez Fire Protection District

SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
STATEWIDE DEFINED BENEFIT PLAN - FIRE AND POLICE PENSION PLAN

Measurement Dates as of December 31,

2018 2017 2016 2015 2014

District's proportion of the net pension liability 0.089081% 0.091387% 0.078507% 0.098043% 0.065791%
District's proportionate share of the net pension (asset) liability $ 112,220  $  (131,475) $ 28,368 $ (1,728) $ (74,250)
District's covered payroll $ 596,713 $ 534,550 $ 401,787 $ 400,288 $ 285,750
District's proportionate share of the net pension (asset) liability as a

percentage of its covered payroll 18.81% -24.60% 7.06% -0.43% -25.98%
Plan fiduciary net position as a percentage of the total

pension liability 95.23% 106.34% 98.21% 100.10% 106.83%
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December 31,

Contractually required contribution

Contributions in relation to the contractually required contributions

Contribution excess (deficiency)

District's covered payroll

Contributions as a percentage of covered payroll

2019 2018 2017 2016 2015 2014
$ 51,180 $ 47,737 $ 42,764 S 32,143 $ 32,023 $ 22,860
(51,189) (47,737) (42,764) (32,143) (32,023) (22,860)
$ - 3 - 3 - 8 - 8 - 3 -
$639,863 $ 596,713 $ 534,550 $ 401,787 $ 400,288 $ 285,750

8% 8% 8% 8% 8% 8%
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

CORTEZ FIRE PROTECTION DISTRICT PENSION PLAN

December 31,

Total pension liability

Service cost

Interest

Difference in experience levels

Changes in assumptions

Benefit payments

Net change in total pension liability

Total pension liability, beginning
Total pension liability, ending

Plan fiduciary net position
Contributions - District
Contributions - State
Net investment income
Benefit payments
Administrative expense
Other
Net change in plan fiduciary net position
Plan fiduciary net position, beginning
Plan fiduciary net position, ending
Net pension liability
Plan fiduciary net position as a percentage
of the total pension liability

2019 2018 2017

$ 7610 $ 7610 $ 7,610
118,965 121,172 123,319
(83,462) . (5,259)
(25,377) - -
(176,524)  (179,084)  (169,563)
(158,788) (50,302)  (43,893)
2,727,205 2,777,507 2,821,400
2,568,417 27727205 2,777,507
47,000 47,000 47,000
41,971 41,791 41,791
229,713 (40,526) 111,534
(176,524)  (179,084)  (169,563)
(8,215) (14,723) (2,350)
133,945  (145,542) 28,412
2,180,081 2325623 2,297,211
2314026 2,180,081 2,325,623
$ 254391  $ 547,124 $451,884
90.10% 79.94% 83.73%

Covered payroll and net pension liability as a percentage of covered

payroll for this plan are not applicable.
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SCHEDULE OF PENSION CONTRIBUTIONS
CORTEZ FIRE PROTECTION DISTRICT PENSION PLAN

December 31,
2019 2018 2017 2016 2015 2014 2013 2012
Actuarially determined contribution $ 44,855 $ 44,855 $88,791 $88,791 $72,006 $ 70,309 $ 90,021 $ 85,734
Contributions in relation to the actuarially determined contribution 88,971 88,791 88,791 96,000 76,000 81,791 113,616 114,413
Contribution deficiency (excess) $(44,116) $(43,936) $ - $(7,209) $(3,994) $(11,482) $(23,595) $(28,679)

Contributions as a percentage of covered payroll and employee payroll are not applicable.

Valuation date:
Actuarially determined contributions rates are calculated as of January 1 of even numbered years and used for two years.

Methods and assumptions used to determine the contribution rates:

Actuarial cost method Entry Age Normal
Amortization method Level dollar, closed
Remaining amortization period 20 years

Asset valuation method Market value
Investment rate return 4.50%
Projected salary increases N/A

Inflation N/A

Cost of living adjustments None

Mortality RP 2000 Table
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SCHEDULE OF INVESTMENT RETURNS
CORTEZ FIRE PROTECTION DISTRICT PENSION PLAN

December 31,

2019 2018 2017

Annual money-weighted rate of return, net of investment expense 1047% -1.87% 5.04%
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SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL - PENSION TRUST FUND

For the year ended December 31, 2019

Original
and Final
Budget Actual Variance
Additions
Contributions
State contribution $ 40,000 $ 41971 $ 1971
District contribution 47,000 47,000 -
Total contributions 87,000 88,971 1,971
Investment return 73,200 229,713 156,513
Total additions 160,200 318,684 158,484
Deductions
Administrative expenses 2,800 8,215 5,415
Pension payments 182,169 176,524 (5,645)
Total deductions 184,969 184,739 (230)
Change in net position $(24,769)  § 133,945 $ 158,714
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