WEST MONTROSE SANITATION DISTRICT

FINANCIAL STATEMENTS AND
INDEPENDENT AUDITOR’S REPORT

December 31, 2020 and 2019



TABLE QOF CONTENTS

Independent Auditor's Report
Management's Discussion and Analysis
Financial Statements

Statement of Net Position

Statement of Revenues, Expenses and Changes in Fund
Net Position

Statement of Cash Flows
Notes to Financial Statements
1. Summary of significant accounting pclicies

2. Deposits with financial institutions
and investments

3. Capital assets

4. Short-term debt

5. Spending and debt limitations
6. Risk management

7. Employees’ retirement plan

8. Subseguent events

Supplementary Informztion -
Revenues and Expenditures - Budget and Actual

PAGE NO.

10

13
16
17
17
17
18

i8

19



INDEPENDENT AUDITOR'S REPORT



DONALD R, MORELAND & ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
West Montrose Sanitation District
Montrose, Colorade 81403

We have audited the accompanying financial statements of West Montrose Sanitation
District, as of and for the vears ended December 31, 2020 and 201%, 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 1is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in
the United States of 2America; 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

Qur responsikility is to express an opinion on these financial statements based on
our audits. We conducted cur audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that ws 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
auditer’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 purpose
of expressing an opinion on the effectivensss of the District’s internal control.
Accordingly, we express no such opinion. An audit alsc includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evalvuating 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 zbove present fairly, in all
material respects, the financial position of West Montrose Sanitation District as of
Dzcember 31, 2020 and 2019, 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 Rmerica.

Telephone (970) 249-3424  Facsimile {970} 249-3425
1675 East Niagara Read * Montrose, Colorado 81401



DONALD R. MORELAND & ASSOCIATES, P.C.  CERTIFIED PUBLIC ACOUNTANTS

Board of Directors
West Montreose Sanitation Pistrict
Page Two

Other-Matters

Accounting principles generally accepted in the United States of America require that
the management’s discussion and analysis on pages 3 through & be presented to
supplement the basic financial statements. Such information, althcugh net a part of
the basic financial statements, is regquired 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 inquiries, the basic financial statements, and other
knowledge we obtained during cur audit of the basic financial statemsnts. 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.

Cur audit was conducted for the purpose of forming 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 regquired 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 tc the
auwditing 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 financial
statements or to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects
in relation tc the financial statements as a whole.

Oonaidfl R. Tl « dptosatie, C.c.

Montrose, Colorade
June 9, 2021



MANAGEMENT/ S DISCUSSION AND ANATYSIS



Management’s Discussion and Analysis

As management of the West Montrose Sanitation District (the District), we
offer readers of the West Mcntrose Sanitation District’s financial statements
this narrative overview and analysis of the financial activities of the West
Montrose Sanitation District for the fiscal years ended December 31, 2020 and
2019,

Financial Highlights

. The assets of the District exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by
53,183,163 (net position). Of this amount, $1,735,752 (unrestricted

net position) may be used to meet the District’s ongoing obligatiens
to citizens and creditors. At the close of the prior fiscal year
the District's net position and unrestricted net position were
$2,959,417 and $1,405,581, raspectively.

. The District’s net position for the current fiscal year increased
(decreased) by $183,746, mainly the result of increased septage fees
and capital contributions-tap fees. The District's net position for
the prior fiscal year increased (decreased} by $(120,842) mainly the
result of increased sludge removal.

. District revenues and expenses were relatively consistent from 2019
to 2020 with the exception of decreased insurance recovery,
increased capital contributions-tap fees and increased septage fees.
District revenues and expenses were relatively consistent from 2018
to 2018 with the exception of increased insurance recovery,
decreased capital contributions-tap fees and increased sludge
removal expense.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the
West Montrose Sanitation 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 position 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 pesition 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, regardless 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 cperating,
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 thrcugh 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 18 of the report.

Other information. In addition to the basic financial statements and
accompanying netes, this report also presents certain supplementary
information concerning the West Montrose Sanitation District’s budgetary
comparisons for revenues and expenditures. Supplementary information can be
found on page 19 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
$3,183,163 at the close of the most recent fiscal year.

A significent amount of the District’s net position (approximately 42
percent) reflects its investment in capital 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 not available for future spending.

West Montrose Sanitation District Net Position

2020 2019
Current assets 51,960,648 1,559,476
Capital assets 1,447,411 1,593,836
Total assets 3,408,059 3,153,312
Current liabilities 158,054 89,438
Total liabilities 158,054 89,438
Deferred inflows of
resources 66,842 64,457
Total deferred inflows
of resources 66,842 64,457
Net position:
Net investment in
capital assets 1,447,431 1,593,836
Unrestricted 1,735,752 1,405,581

Total net position $3,183,163 2,999,417

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

Under the GASE 34 reporting model the audit shows the District's net position
increased (decreased) by $183,746 and ${120,842), respectively, during the
years ended December 31, 202C and 20183. The increase in net position for
2020 was due to increased septage fees and capital contributions-tap fees.
The decrease in net position for 2019 was due teo increased sludge removal.



West Montrose Sanitation Distxict Changes in Net Position

2020 2018
Revenues:
Cperating revenue $ 838,342 826,881
Nen-operating revenue 82,533 99,160
Total revenues 920,875 926,160
Expenses:
Operating expenses:
Administrative and general 215,354 139,245
Sewage collection and
treatment 444,024 713,218
Depreciation s 228,428 202,940
Non-operating expenses:
Treasurer's fees 1,572 1,879
Total expenses 889,379 1,057,383
Income (loss) before contributions 31,456 {131, 342)
Capital contributions - tap fees 152,250 10,3500

Change in net position 183,746 {(120,842)

Net position - beginning of year 2,999,417 3,120,259

Net position - end of year $3,183,163 2,999,417

Total expenses decreased approximately 16 percent during the current fiscal
year, mainly as a result of decreased sludge removal. Total expenses
increased approximately 26 percent for the pricr fiscal year mainly as a
result of increased sludge remcval.

Budgetary highlights

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

Changes between actual expenses and budgeted amounts were primarily due to
decreased administration personnel costs, decrezased sewage collection and
treatment supplies and expense and decreased capital outlay.

Capital Asset and Debt Administration

Capital assets. The West Montrose Sanitation District’'s investment in
capital assets as of December 31, 2020 and 2019 amounted teo $1,447,411 and
51,593,836, respectively, {(net cf 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 and prior year.



West Montrose Sanitation District Capital Assets
{net of depreciation)

2020 2019
Land S 184,496 184,496
Treatment facility 537,788 678,447
Collection system 544,449 600,856
Office building 22,545 24,918
Transportation squipment 1,346 5,729
Furniture and eguipment 156,777 98,390

51,447,411 1,593,836

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

Economic Factors and Next Year's Budgets and Rates

The economic condition 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 2020 will increase
approximately $2,400. ©Legal fees, personnel costs, repairs and maintenance
and capital outlay will be increased. These plus other factors were
considered in preparing the District's budget for the 2021 fiscal year.

Request for infermation

This financial report is designed tc provide a general 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 informaticn should be addressed to
West Montrose Sanitation District, 239 Chipeta Drive, Montrose, Colorado,
81403.
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WEST MONTROSE SANTTATTON DISTRICT
STATEMENT QF NET POSITION
December 31, 2020 and 2019

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Investmants

DPue from other governments

Accounts receivable

Property taxes receivabls

Prepaid expenses

TOTAL CURRENT ASSETS

CAPITAL ASSETS

Land

Land improvements

Treatment facilities

Collection system

Oifice

building

Transportation equipment

Furniture and equipment

Less accumulated depreciation

PROPERTY, PLANT AND EQUIPMENT -~ NET

TOTAL ASSETS 3

LIABILITIES

CURRENT

LIABILITIES

Accounts payable 5

Customer advances

Accrued payroll

Payroll tazxes withheld and accrued

Accrued compensated absences

DEFERRED

TOTAL CURRENT LIABILITIES

INFLOWS OF RESQURCES

Deferred revenue - property taxes

TCTAL DEFERRED INFLCWS OF RESCURCES

NET POSITICHN

Net investment in capital assets

Unrestricted

TOTAL NET POSITION $

See Notes to Financial Statements.

2020 2019
488,770 609,494
1,361,063 853,346
a1z 810
31,914 22,438
66,842 64,457
11,247 5,931
1,560,648 1,559,476
184,436 184,486
17,001 17,001
3,022,366 3,022,366
1,330,542 1,930,542
61,592 61,592
49,144 49,144
273,332 196,141
5,538,473 5,461,282
4,091,062 3,867,446
1,447,411 1,593,836
3,408,059 3,153,312
31,855 8,234
89,944 45,702
13,608 14,134
2,832 2,530
19,715 18,838
158,054 89,438
66,842 64,457
66,842 64,457
1,447,411 1,593,836
1,735,752 1,405,581
3,183,163 2,999,417




HEST MONTROSE SANTTATION DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET FOSITION

For the years endsd December 31, 2020 and 2018%

OPERATING REVENUE

Sanitation fess

Septage fees

Rental income

Insurance recovery

Other income

TCTAL OPERATING REVENUES

OPERATING EXPENSES

Salaries and wages

Payroll tax expense

Employee benefits

Licenses and permits

Insurance

Accounting and audit fees

Legal fees

Consultant fees

Election expenses

Bank fees

Miscellaneous

Office supplies and postage

Supplies

Taelephone

Utilities

Repairs and maintenance

Sludge removal

Depreciation

Vehicle expense

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NON-OPERATING REVENUE (EXPENSES)

Investment income
Property and specific ownership tax
Treasurer's Ifees
NET NON-OPERATING REVENUE (EXPENSE)

NET INCOME (LOSS) BEFORE CONTRIBUTIONS
CAPITAL CONTRIBUTIONS - TAP FEES

CHANGE IN NET POSITION
NET POSITION, January 1

NET POSITION, December 31

See Notes to Financial Statements.

E

2020 2019
573,394 575,169
253,005 186,111
6,000 6,000
35,143
5,943 14,458
838,342 826,881
295,350 273,806
23,412 21,535
73,036 71,919
2,832 1,593
12,602 13,905
10, 650. 10,675
63,431 4,250
3,956 2,130

1,747

6,512 6,743
2,411 2,875
11,257 9,185
7,943 g, 288
7,347 6,403
82,038 76,882
49,199 56,356
281,360
228,429 202,940
5,655 3,559
887,807 1,055,404
(49,465) (228,523)
g,600 21,820
73,933 77,340
(1,572) (1,979)
80,961 97,181
31,496 {131,342)
152,250 10,500
183,746 (120,842)
2,999,417 3,120,259
3,183,163 2,999,417




WEST MONTROSE SANITATION DISTRICT
STATEMENT OF CASH FLOWS

For the years ended December 31, 2020 and 2019

CASH FLOWS FROM QPERATING ACTIVITIES:

Receipts from user charges
Payments to suppliers for goeds and services
Payments to employees

NET CASH PROVIDED BY (USED IN) OFPERATING ACTIVITIES

CASH FTL.OWS FROM NONCAPITAI, FINANCING ACTIVIES:

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

CASH FLOWS FROM CAPTTAT AWD FINANCING ACTIVITIES:

Acquisition and construction of capital assets
Capital contributions - tap fees

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of investment

Investment income receivad
NET CASH PROVIDED BY INVESTING ACTIVITIES
NET INCREASE (DECREASE} IN CASH
AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, January 1
CASH AND CASH EQUIVALENTS, December 31

Reconciliation of operating income {loss) tc net cash
previded by (used in) operating activities:
Operating income (loss)
Bdjustments to rsconcile net income to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
(Ihcrease) 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 payroll taxes
withheld and accrued

Increase (decrease) in accrusd compensated

absences

See Notes to Financial Statements.

2020 2019
373,108 830,806
(246,275) (490, 433)
(391,045) (360,561)
235,788 (20,188)
72,359 75,207
72,359 75,207
(82,004) (85,018)
152,250 10,500
70,246 (74,518)
(507,717} (853, 346)
8,600 21,820
(499,117} (831,526)
(120,724) (851, 025)
609,494 1,460,519
488,770 609,494
(45,465) (228, 523)
228,429 202,940
(9,476) 12,997
(2,316) (504)
23,621 (4,725}
44,243 (9,072}
(526) 2,882
402 994
877 2,823
235,788 (20,188)




NOTES TO FINANCIAL STATEMENTS



WEST MONTROSE SAWITATION DISTRICT

NOTES
December 31, 2020 and 2019

TO FINANCIAL STATEMENTS

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A,

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

beoard of five directors. The District provides sswage 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 (GAAP) as applicable to governmental units.
The Governmental Accounting 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 cf the enterprise fund of the District, =
primary government. Based on criteria set forth by GASB, thers are

no ccmponent 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 expenses generally result
frem providing services and producing and delivering gocds in
connection with a proprietary fund's principal ongoing operations. The
principal operating revenues of the District are charges to 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 rescurces 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 ACCCUNTING

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 DISTRICHT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2020 and 2019

1 - SUMMARY O

=

SIGNIFTCANT ACCOUNTING POLICIES {continusd)

D. ASSETS, LIABILITIES, BND NET POSITION
Cash znd cash eguivalents. The District censiders all cash on hand,
demand deposits and short-term highly liguid investments with an
original maturity of three months cr less to be cash squivalents

Investments. It is the District's policy to invest in monsy market
deposits with SEC registered broker-dealers, securities issued or
guaranteed by the Federal government or its agencles 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 taxes receivable. Property taxes are levied on December 22
and attach as a lien on property the following January 1. They are
payabie in full by Zpril 30 cor in two equal installments dus
February 28 and June 15. Property taxes levied in the current year
and collectad in the following year are reported as a receivable at
December 31, net of an estimated uncollectible portion.

Capital assets. Purchased or comnstructed capitzl assets are reportad
at cost or estimated historical cost. Construction costs are
increased by interesi 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 walue at the date of donation. The cost of normal
maintenance and repairs that do not add toc the value of the asset or
materially extend assets’ lives are not capitalized.

Depreciation is calculated using the straight-line method over the
estimated useful lives. Capital asssts 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

Coliecticn system 40 years

Building 40 years

Furniture and eguipment 5 - 20 years

Transportaticon eguipment 4 years

Land improvemants 10 vyears
Compensated absences. The liability for compensated absences
consists of unpaid, accumulated annual leave balances. The

liability has been calculated using the vesting method, in which
leave amounts for beth employees who currently are eligible to
receive termination payments and other employees 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, 2020 and 2019

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

™

k. 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 appropriations
ara autherized by resclution 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 z basis consistent with generally
accepted accounting principles (GRAP) 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 appropriations 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 supplementzsl appropriations during the year.
For 2020 and 2019, supplemental appropriations were not adopted.

Originally adopted budgeted expenditures, amendments and the
final amended budgeted expenditures for the year ended
December 31, 2019 and 2018 are as follows:

ORIGINAL FINAL

BUDGET AMENDMENT BUDGET
Enterprise Fund - 2020 $1,267,390 1,267,390
Enterprise Fund - 2019 51,307,250 1,207,250

Reclassifications., Certain aemcunts presented in the prior year data

may have Dbeen reclassified in crder to be consistent with the
current year’s presentation.

12



WEST MONTROSE SANITATION DISTRICT

NOTES TC FINANCIAL STATEMENTS (continued)
December 31, 2020 and 2019

A
4

— DEPOSITE WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

Deposits
The Colorade Public Deposit Protection Act (PDPR), requires that all
units of local government deposit cash in eligible public depositories.
BEligibility is determined by state regulators. Amounts on deposit in
excess of federal insurance levels must be collataralized. The
eligible collateral is determined by the PDPA. PDPA aillows the

institutien 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 depositories as a group. The market value
of the collateral must be at least egual to the aggregate uninsured
deposits.

Custodial Credit Risks - Deposits

Custodial credit risk is the risk that in the event of a bank rfailure,
the District's deposits may not be returned to it. The District does
not have a deposit policy for custodial credit risk. s of December
31, 2020 and 2019 none of the District's bank balances of $383,883
and $612,358, respectively, were exposed to custodial credit risk as
$354,336 and $308,261, respectively, were insured and $29,557 and

$304,098, respectively, were collateralized by securities pledged by
financial institutions.

At December 31, 2020 and 2019 the carrying amount of the District's
deposits were presented on the balance sheet as follows:

2020 2019
Cash and cash egquivalents $__ 488,770 609,484

Investments

As of December 31, 2020 and 2019, the District had the following
investments:

MATURITIES FAIR VALUE
2020 2019
CSAFE N/A 51,361,063 853, 346

As of December 31, 2020 sand 2019, the District has invested 51,361,063
and $852,346, respectively, in CSAEFE, an investment vehicle established
for local government entities in Colorado pursuant to Part 7 of Article
75 of Title 24 of the Colorado Revised Statutes, to pool surplus funds
for investment purposes. CSAFE operates similarly to a money market
fund and each share is equal in wvalue to $1.00. The wvalue of the
position in the pool is the same as the value of the pool shares. The
designated custodial bank provides safekeeping and depository services
in connection with the direct investment and withdrawal functions.
Substantially all securities owned by the pool are held by the Federal
Reserve Bank in the account maintained for the custodial bank. The

custodian’s internal records identify the investments owned by the
pool.

13



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS {continued)

D

scember 31, 2020 and 2019

DEPQOST

=]
(€3]

WITH FINANCIAL INSTITUTICNS AND INVESTMENTS (continued)

Investments {continued)

The District’s investment in CSAFE is rated AAZm by S&P. CSAFE 1is
routinely menitored by the Colorado Division of Securities with regard
TO cperations and investments. Separately issued financial statements

may be obtained at the following address:

CSAFE
1675 Broadway, Suite 500
Denver, CO 20202

wiww.csafzs.org

Interest rate risk

The District has a formal investment policy that limits investment
maturities to less than ten years from date of purchass as means of
managing its exposure to failr 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
obligation and revenue bonds of U.S3. local government eantities;
bankers' acceptances of certain banks; commercial paper; local
government investment pools; written repurchase agreements
collateralized by certain authorized securities; certain money market
funds; and guaranteed investment contracts. The District’s general
investment policy is to apply the prudent-person rule: Prudence and
protection of District funds are the primary criteria. All investments
and bid requests for investments are predicated on liquidity, vyield,
safety and interest of local econcomy. As of December 31, 2020 and
2018, the District's investment in CSAFE, a 2a7-like investment pool,
was rated AARAm by Standard & Poors.

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 %, 2013. More
than 5 percent of the District’s investments are in CSAFE. At December
31, 2020 and 2019, CS5AFE represented 100% of the District’s
investments.

These investments are presented on the balance sheet as follows:

2020 2018
Investments 81,361,063 853,346

51,361,063 353,346

14



WEST MONTROSE SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2020 and 2019

2 - DEPOSITS WITH FINANCIAL INSTITUTICNS AND INVESTMENTS (continued)

Fair value measurement

Government Accounting Standards Board Statement NWo. 72 (GASB 72} Fair
Value Measurement and Application establishes a hierarchy of inputs to
valvation <technigues ussed +to measure fair +value and reguires
disclcsures to be made about investment fair wvalue measursments, the
level of fair wvalue hierarchy, and valuation techniques. According to
GASE 72, an investment is defined as a security or other asset that (a)}
a government holds primarily for the purpose of income or profit and
{b) has a present service capacity basad solzly on its ability to
generate cash or to be sold to generate cash.

The District records assets and liabilities in accordance with GASB 72,
which establishes general principles for measuring fair value, provides
additional failr application guidance and enhances disclosures about
fair value measuremsants.

The District’s investments and derivative instruments are measured at
fair wvalve on a recurring basis. Falr wvalue measurements are
categorized based on the valuation inputs used to measure fair value of
assets and liabilities as follows.

Level 1 - Quoted prices in active markets for identical securities.

Level 2 - Prices determined using other significant observable inputs.
Observable inputs are inputs that reflect the assumptions market
participants would use in pricing a security and are developed based on
market data obtained from sources independent of the reporting entity.
These may include quoted prices for similar securities, interest rates,
prepayment speeds, credit risk, and othzrs. Debt securities are valued
in accordance with the evaluated bid price supplied by the pricing
service and generally categerized as Level 2 in the hierarchy.

Level 3 - Prices determined wusing significant unobservable inputs.
Unobservable inputs are inputs that reflect the reporting entity’'s own
assumptions about the factors market participants would use in pricing
the security and would be based on the best information available under
the circumstances.

The following table reflects the fair wvalue of the District’s
investments and derivative instruments as of December 31, 2020 and

2019:
2020
Assets Fair Value Measurement Using
Total Level 1 level 2 Level 3
Investments
CSAFE ) $1,361,063
Total investments $1,361,063
2019
Assets Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
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CSAFE S B53,34¢

Total investments 5 853, 346

WEST MOHTROSE SANITATION DISTRICT
NOTES TO FINZNCIAL STATEMENTS (continuad)
December 31, 2020 and 2019

2 ~ DEPQSITS WITH FINANCIAL INSTITUTIONS END INVESTMENTS

Fair value measurement (continued)

{R) During the years ended December 31,

2020 and 2019,

invested in CSAFE, a local government investment pool.

responsible for overseeing the

managament
establishing operating standards and policies.
provide local governments with a convenient method
short-term investments carefully chosen to provide maximum safety and

liguidity, while still maximizing interest earnings.

3 - CAPITAL ASSETS

for

(continued)

the District
The valuation
is measured at nst asset value and is designed to approximate the share
value, The pool’s Board of Trustees, elected by the participants,
of CSAFE,
CSAFE is designed to
investing in

Capital asset activity for the years ended December 31, 2020 and 2019

was as follows:

Beginning Ending
Balances Increases Decrezses Balances
2020
Capital assets not
being depreciated:
Land and easemants § 184,496 184,496
Capital assets being
depreciated:
Land improvemsnts : 17,001 17,001
Treatment facilities 3,022,366 3,022,366
Collection systen 1,930,542 1,930,542
Cffice building 6l,592 61,592
Transportation sguipment 469,144 49,144
Furniture and eguipment 196,141 82,004 4,813 273,332
Total capital assets
being depreciated 5,276,786 82,004 4,812 5,353,977
depreciation for:
Land improvements 17,001 17,001
Treatment facilities 2,342,919 140,649 2,484,568
Collectiocn systeam 1,329,686 56,407 1,386,083
Office building 36,674 2,373 39,047
Transportation equipment 42,415 5,383 47,788
Furniture and equipment 87,751 4,813 23,617 116,555
Total accumilated
depreciation 3,867,446 4,813 228,429 4,061,062
Total capital assets, net $1,583,836 77,181 223,616 1,447,411

16

including



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS {(continuad)
December 31, 2020 and 2019

3 — CAPITAL ASSETS (continued)

4

5

2018
Capital assets not
being depreciated:

Land and sassments $ 184,486 184,496
Capital asssts being
depreciated:
Land improvements 17,001 17,001
Treatment facilities 3,022,366 3,022,366
Collection systam 1,530,542 1,630,542
Office building 61,592 1,592
Transportation squipment 49,144 49,144
Furniture and equipment 111,123 85,018 196,141
Total capital assets
being depreciated 5,191,768 85,018 3,276,786
deprsciation for:
Land improvements 17,001 17,001
Treatment facilities 2,213,546 130,373 2,343,919
Collection system 1,273,279 56,407 1,329,686
Office building 34,302 2,372 36,4674
Transportation equipment 37,032 5,383 42,415
Furniture and eguipment 82,348 8,405 97,751
Total accumulated
depreciation 3,664,506 202,940 3,867,446
Total capital assets, net $1,711,758 (117,922} 1.5593,83¢

- SHORT-~TERM DERT

The District had no short-term debt during the years ended December 31,
2020 and 20165.

SPENDING AND DEBT LIMITATIONS

The State Constitution, Article ¥, 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 that the District’s sewage activity is an
enterprise within the meaning of Article ¥, Section 20, and is not
subject to the revenue limitations nor reguired %o establish the

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

& - 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, 1s covered by purchase of commercial insurance,
including werker's compensation. Settled claims resulting from these

risks have not exceeded commercial insurance coverage in any of the past
three fiscal years.
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WEST MONTROSE SANITATION DISTRICT
NCTES TO FINANCIAL STATEMENTS (continued)
December 31, 2020 and 2019

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
Retirement Associaticn (CRR), a multiple-employer public employee
retirement system. Any Colecrado County, Specizal District or Municipality
may choose to adopt the plan. In a defined contribution plan, benefits
depend soclely on amounts contributed te the oplan plus investment

earnings. Employees are eligible to participate immediately.
Assoclation rules require that both the employee and the District
contribute 8% of total compensation to the plan. Plan provisicns and

contribution reguirements are established and may be amended by CCOERA
and would have to be approved by the District.

The District's contribution for each employee (and earnings, losses and
changes in fair market value 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 upcon termination of
employment and such forfeitures may be used to pay plan expenses or the
employer’s contributiocn to the plan. For the years ended Decembesr 31,
2020 and 2019, there were no forfeitures.

The District’'s total payroll for 2020 and 2019 was $295,350 and 3273,806¢6,
respectively. The District's contributions were calculated using the
covered payrcll cf $269,075 and $247,913 for 2020 and 2019, respectively.
Both the District and the covered employees made the 8% contribution,
amounting to $21,526 for 2020 and $19,833 for 201% from each source, or
$43,052 and $39,666 in total for 2020 and 2019, respectively. The plan
had four plan members for 2020 and 2019.

The District had no liability to the plan at December 31, 2020 and 2019.
8 - SUBSEQUENT EVENTS

Subsequent events were evaluated through June 9, 2021 which is the date
the financial statements were available toc be issued.

In 2020 and 2021, domestic and international economies faced uncertainty
related to the COVID-19 pandemic. The District may be adversely affected
through a delay in collection of charges and negative impacts on
operations. However, the related financial impact cannot be reasonably
estimated at this time.
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SUPPLEMENTARY INFORMATION

REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
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