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INDEPENDENT AUDITOR'S REPORT

Board of Directars
Cottonwood Water and Sanitation District
Nouglas County, Colorado

We have aucited the accompanying financial staterneats of the Cottonwood Water and Saritation
District as of and for the years ended December 31, 2020 and 2019, end :he related notes to tre
inancial slalemenls, which colleclively camprise Lhe Dislricl’s basic linancial slalemenls as lislerd
in the table of contents.

Management’s Responsibility for the Financial Statemerts

Managcomaent is responsible faor the preparation and fair presentation of tacse financial stazements
in accordance with the accounting principles generally accepted in the Un'ted States of America;
th's includes the design, implementation, and mainienance of internal control relevant to tre
preparalion gnd lair presenlalion of linancigl slelemenls Lhal are ree from malerial misslalemenl,,
whether due to fraud or cr-or.

Audrtor’s Responsibility

Qur responslhlifity Is to express an aplnlon on these financlal statements hased an aur audit, We
condrcted oLt audit in accordance with auditing standards generally accepted in the United States
of Amrerica, Those standarcs require that we plan and perform the audit to obta’n reasonable
assurance abaut whether the financial statemens are free of meterig| misstatement,

An aLdit involves performing procedures to obtain ev'dence about the amounts anc disclosures in
the financial statements, The procedures selected depend on the auditar’s judgment, incuding
the assessment of the r'sks of material m'sstateneat of the fnancial staterents, whether due to
[raud ar crrar, In making Lhase risk assecssmertls, Lhe audilor considers internal canlro| -clevanl
to the District’s preperation and fair presentation of the financial statements in crder to design
audit procedu-es that are appropriete in the circumstances, but not for the purpose of expressing
an apinion an the effect’veness of t1e District’s internal control, Accardingly, we express no such
opinion, A1 audil also includes evalualing Lhe approprialeneass of actaunling policies used and Lhe
rcasonaz|cness of significant accounting estimates madce by managemaent, as we|l as cvapating
the averal| creseqtation of the fnencial statements,

We believe Lhal the audil. evidence we have ohlained is su(Ticienl and appraop-iale 1o provide a basis
for our audit apinions,

Opirifon

Ln our npinian, the financial statements referred to above preseat fai-ly, in all material respects,
the financiz| pasition of the Cotionwood Water and Senitation District as of December 31, 2020
and 2019, and the changes in financial position and its casa flows for the years then ended in
conformity with accounting principles generally accepted in the Unitec States of America,



Other Matters
Reguired Supplermeniary Infornalion

Accounzting principles gencrally accepted in the United States of America regquire that the
management’s discussion and analysis on peges i — iv be presented to supplement the basic
financial staterneats. Suck informetion, although not a part o the basic finaicial statements, is
requi-ed by the Governmentel Accounting Standards Board who cansiders it ta be a1 essential part
of lnanc™al reporling for placing Lhe hasic linancial stalemenls in an apprapriale operalianal,
ecaonomic, cr historical context. We have applied certein limited procedures to the required
supplermneitary information in accordance with auditing standards generally accepted in the United
Stetes of America, which consiszed of inquiries of managemens: about the methods of preparing the
informalion anc camparing Lhe informalion lar ¢consislency wilh managementl’s responscs Lo pur
inquirics, the basic firancial statecments, and other know lkedge we abtained during our audit of the
basic financial statements. We do not express an opinion aor provide a1y assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an apinion ar provide £ny assurance,

Supplementary Informakion and Other Information

Qur audit was performed for the pur2ose of forming opinions on the financial staterents and
relaled noles 10 linancial stalemerls .hal. colleclively comprize The (Collagnwogod Waler and
Sanitation District's basic financial statcments. | Fe budgetary comparison scheddle, schedule of
deot service requirements to maturity and schedule of assessed valudation, mill levy and property
taxes collected are presented “o- purposes of additional analysis and is not a requi-ed part of the
basic financial stataments.

The budgetary comparison schedule is the respoasi2ility of management ard was derived from and
relates directly ko the underlying accounting and other records used ko prepare the basic financial
slalemenls, Such informalion has been subjecled (¢ Lhe audiling p-ocedures applied in the audi,
of the basic flnanclal statements and certaln acditlional pracedures, Includng camparng and
reconciling such information direct|y to the underlying accounting and ozher recorcs used to prepare
the basic financial statements ar to the basic financia|statements themselves, and other addt'ana|
procecures in accordance with auditing staendards generally accepted in the Unted States of
America, In our opinian, Lhe budgelary camparison schedule is fairly slaled, in all malerial
respects, in rejation to the basic financial statements taken 2s a whole,

The Other Information has not been subjected to the auditing procecures applied in the audit of
Lhe 2esic lnancial slalemenls and, accardingly, we da nal express an opivion or pravide any
assurance on them,

gi/ anel, Lasoristts, LL
?m f, ff-
Au-ora, Coloradn

June 29, 2021



Cottonwood Water and Sanltatlon District
Managemant Discussion and Analysis
December 31, 2020

Thig managemenls discuss on and analysis ol Lhe Collorwoeod Waldr end Sani.zlan D slricl {(lhe *JisLricl™)
financial statenents provides ar overview of the District’s fnanc al activities for the fiscal year ended
Ducombar 37, 2020. Tha nlenl ol lhis discussicn anc anglysis is lo lok al lhe Diglricl's linarcial
perfermance as a whele; it shoulc be read in conjunclior with the basic firancia | statements and notes to
arhance Lne -wader's unde-slanding ol he D sl-icl's cverall linar cia land ooeralional perlormarcy.

The District ogerating results wese impacied by 2 significant extemal infliences in 2020, The COVIN 19
pendarmic and zsscdaled res.hcliors reduced ras.aurarl, nolsl, and olher commercial businesses” waler
demancs while an unusually d<y year drove high irrigation demands. Over-all, ke DistricT experiencec a
5" incraase in operaling reveriues. Ope-aling reveiLas sxceeded cash operaling sxpsnsas and provided
positive operating casn flow available for infrastructure improveraents ard replhcements. Developr-ent
wilthin the Diglr ol ir 2020 generaled na. cast lrom lap lges of $841,564. The Slalsrrant of Cash Flows
reflects Distric: capital expenditures of $974.7- 8, The financial s:atements reflect the District's increase in
nel pcs Lor of $2,051,866, an increase [-cr $32,025,218 lo $34,077.18<.

The Dislricl's ncrezse in nel posilion znd sl-cng ligJidily shoukd enzble i. Lo conlinue Lo pursue capilal
projects necessary ¢ provide adequate long-=erm renewable wate- sources for tne Nistrict, provide
infrastructare for the build-out of the remairing ur devaloped po-ticns of the District, ard centinae to purs.ae
improvements in water quJality.

FinanclalHIghRghts

The S-atement of Net Position describes the District’s financial concition as of Jecember 31. 2020, t1e
clcse ol lhe mosl recerl liscal year, The assels ol Lhe Dislricl excaeded Ls ligoil las znd delarred inllocws
of resources by $34,077.184, As descriced in Nole 4 cf the financia| stalements, the D stict nas
334,017,100 o7 capital assets nel o” depreciaticn, The Cistrict nas invastments ¢ $5,731,027 in autho-ities
described in ncles 6 and 7, These assets generally consist of and, we|ls, water rights, water and sewer
rgalment lacililies, pips| nes and olher iMlresl-uclure required o pravide waler anc sawer services [cr [ne
Distric:. By their rawure, these assels are ncl availab e for future spending,

The Disrct 1as 59,566.882 of nencu-ren: liabiiies as described in Note 5 o° the firancia| stazements,
Ncie 5 descrioes the intsrest and payment terr—s of tha varicus bands and notes ha: comprise the |org-
tenr debt, The genera| obligat on bonds’ debt service paymen:s are “unced by proserty taxes assessed
by the Distric,

Overvlew of the Flnancla] Statements

This arnual report consists of three parts: 1) Management's discassion ard analysis (this gaction), 2) the
Financial Statemen:s includirg the accompanying feotnotes, and 3) the Supplementary nformation,

The Finzncial S:atements inclucs the Statar-snt of Net Position, the Statar-ent of Reverues, Expenses,
ard Charge in Fund Net Position, the Stazement of Cash Flows, and the Notes to Financ a| Statenrents
which prcvde nformation integ-al o the Fitancial Statsrrenits,

These slalenanls reporl inlormalion aboul Lthe D glricl 28 3 whale and inclace all sssels and liaoi| Les using
the accrual basis of accounting, waich s 3 milar te the accountirg used by most private sectar companies,
Al| of the currert year's revanues and expersas are 1akan into account regardless of when cast is recaived
orpad.



The Statemen: cf Net Pgsifior gresenfts nformation an all of the Disir¢f's assets and fabilties, wtn tae
dilference belwean Lhe lwa "eoo’led as Nel Pes Lar. Over lirmg, iricreases or dscraasess in lhe D slricl’s
Nel Pasifior nay serve as a useful indicater of whether tFe firancial position of the Nisir¢tis mprov ng or
deler aralirg. Olier non-linancial laclors, howeve -, such as changes in the Dislricl's proparly lax basa and
the c¢ordifior o the infrastruciure, are needed -0 assess the overall health @° the N st<igt., The Disfrigt
apsraled wi.b aniicreass in \el Posilion in bolh 2020 and 2C19.

The Statement of Revenes, Fxpenses, and Changes in Net posit on presents information showing Fow
lhe Dis.rels nel posiion changed durirg he mosl recanl liscsl year. All changes in nel posilion sre
reoorted as soon as the Lncerlyirg event g ving r se o the change accurs, regardiess of 1he timing of the
rela.ed cast Mows. Trug, revarues and expenses are reparled in the slalemen. lor some ilems hal will
orly result in cask flows in futyre fiscal seriods such as 'ce’erred property taxes'.

The Diglricl's zc.ivily is reporled as a businessdype lunc, which diglinguishas aparaling reverues and
expenses from nen-operating items. Tris one aroprietary furd gomoines the revenues and exoenses of
lhe waler and waslewa .er operalicns s voeraling reveiugs and expenses. Nol |l -aven ses and gxpu 1ses
are consicerec operating, including property and spec f¢ ownership taxes and interest ircome a-e also
ievoiled ss nor-operal ng revenues. 1 addiion, syslem devalpmenl fees are reporled as capilal
cortibutions, “ellowirg non-operating -evenJyes and expenses. Falbwing are summary comparative
linzncial slalemenl inlorrmalion lr lha mosl recenl lwo liscal year-ands:

Comparative Statements of Net Position as of December 31:

ASSETS 2020 2019
Tozal cur-ent assets S 5,927,708 S 6,110,571
Investment in Adthacit os 5,141,027 4,362,846
Prooerty taxes receivable 1,713,000 1,715,000
Capita assets, ne: 34,017,100 34,153,029
Ietal Assets 4/,188,814 46,b>4,40%
DEFERREC OUTFLOWS
Outflaws of resources 11/,04% 174,741
LIABILTIES
current liabi itias 2,148,811 2,216,018
Noncurrent liab I 'ties 9,566,882 10,867,899
Total Liaailit'es 11,715,693 13,083,979
LI LRRLD INI LOWS
Intlows ot resources 1,713,000 1,715,000
NL I POSHTION
Net investment in capital sssets 22,874,808 21,718,828
[iestrictod 1,294,294 1,089,274
Urrestriczed 9,905,082 9,187,215

latal Net Pesition 34,077,184 32,025,218




Comparative 3tatements of Revenues, Expenses, and Changes In

Net Position far the years ended December 31:

CPERATING REVENUES 2020 2019
Water charges 2,616,712 2,109,136
Wastewater charges 2,193,148 2,132,324
Other ooerat'ngreverue 12,201 79,298
Total Ooerat’ ng Revenues 1,852,021 /.620,763
OPLKATING LXPLNSLS
Wastawater treatmren: 1,723,632 1,666,718
Utilities & weter treatment 1,364,352 1,088,488
Repairs, -na'ntenznce & operating fees 342,085 335,792
Prafessioral services & Administrative 573,142 23/,011
Depreciat on 1,.13.667 1,113,630
Total Operat'ng Expenszes 5,200,878 /.711,678
Nct Operating Income (Less) (25/1,85/) (120,915}
NON-OPERATING REVENJES & EX®ENSES
Praacrty & specific ownarsqip texas 1,885,369 1,/52,20/
Interest expense (336,698) (106,272}
Othor nor-opetating items {net) (80,412) 921,390
Nct nav-operating income 1,468,259 2,267,325
CAPITAL CONTRIEUTIONS
Leveloper Contributicns
Tap tees net ot ACWWA 811,361 1.163,762
Ch=ngesin ne: aosit'on 2,031,566 3,610,172
Ncl posidor, begirning 32,025,218 28,415,045
Net pasitior, ending 24,077,184 32,N25,218

Budgctary Highlights

The District's proccdures ir cstablishing budgetary data reflecied in the financial statcments arc
sum-narized in Nots 2 of te firancia| s:etements, The bucget tp actua|compariscn s presentec i1 the
supplementary infornazion accorpanying the firancialstatemerts,



Revenues

The District's 2020 operating revennes were 581,979 below the 2020 budget of 54,934,000. Tae non-
apsraling ravenues ware $1,567,156 Lndar Lhe 2020 budgel. Expeclad draws on L'e CWCB a1 relzled
to WISF author ty infrast-uciure cap tal expenditures were deferred 1o future periocs.

Expenses

The N st«ict's to-z| operating expenzes we-e ess than tae 2020 budgeied aperating exaenses by $467,789.
The prmury caLsy lor veing under budgel was Lhal he Diglricl incu-red less wa.er Lrealmenlt lacilily
expenses because the volurme of waler treated was less than pknned. Neon-operating expenses were
abaul $2,940.000 Lnde- oudgs. as sevaral propossd capilal srojecls were delemrad Lo [ulu-g pericds.

Contacting the District’s Financial Managsment

Thig | nancial revorlis desigred Lo providy our residenls, cuslome-s, laxpayers. anc cred lors wilh a general
overview of -he District's financials and to snow ke District's accourtabilly for the inceme it receives. If
voL have any queslions -aga-d ng Lhis repor. or 1eac gdcilionz | inanciz linformalior, plesy corlacl D slricl
management per the following:

Mulherr MRF, Inc., Disir ¢t Marager
Collonwoord Weler end San lalion Dig.rcl
188 Invemess N-ive Wes:, Suite “40
Englewood. CO 80712

Phcne: (233) 849-D857



BASIC FINANCIAL STATEMENTS



COTTAONWQCOD WATFR AND SANTTATTION DISTRICT

< G ()~

Jecernbear 31, 202C =nd 2019

ASSITS

Curren. AsLe.s
Cash ard Cansn Fquival=nls
Cash ard Casn Fquivalenls - Res.r cled
Necaunils Receivable - Servica Charges
Nccaunts Recelveble - Ot~er
>-gject Ceposits
Accounts Recalvzble {+ayzble) - County Ireasu~er - Resticted
JWPP Operzti-g Kkeserve - Restriczed
*operty laxes Recelvable

Total C.rent Asscts

\oncurrc -t Assers
Triveslmenl in Aulhgril ‘es
Toldl Noncurrenl Assols

Canilal Assels
Canltal Azsets, \ot 3elng Deprec atec
Caoltal Assets, \et ¢* Accurnulated Dep-eclat on
Total Capltz] Assets

IOIA_ ASSE &S

DEFERR=ZD OUTF_OWS OF RESCLRCES
Cest ¢ Re*.nd nq, Nek of Accurnulsted A—orsizetion

1ARTIHITITS
Curren. | ahijilie:
Accounls Pavab|2
Necrued Tn.aiesl 2ayable
-na~s ard Boncs Fayable, Cur-en: Partlon
Total C_r-ent Llakt |IZles

\oncurre -t Lia ol ties
-0a-5 ard Boncs I‘ayable, \et ¢ 3¢-d l'remiam
lotal Noncurrent _iabilitics

TOTA. LIABILTIES

JFTTRRETD TNTI QWS QF RTSOURETS

Unavaijahle Ravenue - Preoerly Taxes

\NE~ 2OS1TON
\lzt Investme~t |1 Capltal Assets
estriczed fe~ Reserves
Urest-icted

TOTA- N=T POS TION

2020 2019
s 3,787,441 5 4,249,393
1,317,3BS 1,315,134
380,032 371,997
387,566 279,125
2,70C 7,70¢
17,628 10,191
37,942 177,436
1,/13,00C 1,/19,00C
7,640,708 g,138,571
5,731,027 4,362,846
5,731,027 4,367,846
11,523,128 13,566,672
19,193,672 20,586,177
34,017,100 34,153,015
4/,338,845 46, bL<,466
117,042 173,731
450,097 56,477
125,301 113,283
1,373,110 1,536,322
Z,118,8_1 Z,216,08C
9,166,382 10,857,89¢
9,556,882 10,86/,59¢C
11,715,692 12,083,97¢
1,713,000 1,719,00C
22,876,808 21,718,628
1,205,291 1,U89,1/5
9,405,082 9,187,423
s 34,077,184 s 32,025,2_8

Fe zccompanyi-g notes ¢re a1 integ-al 2ars of t-e fingnc al staternenss.



COTTONWOOD WATER AND SANITATION DISTRICT

STAT™MINTS OF RTVINUCS, MV 27NErsS

A\D CHANGES "\ I.IND NE™ PCETTON

fears Ended Decemoer 31, 2620 anc 2019

QOPFRATING P\C\US
Cha-ges tol Serv ces
Warter Syszerm
Wastewakc - Systcn
Storm Sewer Fees
Misit el |anec..s

OlAL OI'E A ING REV=NUES

OPCRATING D 2ZNSCS
Wazer Treat~=znt
Wastewate” reatmert
Syster- Jocmt'ng -ces
Repairs and Mainlenanze
U.ililies
Frofesslonal Se-vicas
WI1SE Wazer Furchaces
Othc- wazer lI'urcaascs
Adrr nistratior
Daprecial on

TOTAL OPEXATING =XPENSES
OPERATNG TINCOME (LOES)

NON-OPEKATING EVE\UES (EXIPENSES)
Froperty “axcs
SpecTic Qwnersh'p Taxes
Tnves.menl Tncome
Cap'tal Recovey Fees
Syster- Lnfastr.ct.re el-~bursemert
Crart Ravenuc
Tnee = (1 gss) Ire = Investmerl in Au.hgril
ACCWA 5-zred Expensa Reimhurseranl.
WISE Partlclpation
AUEaority 1'articipation
WVi=> >-gject Opeat ng
Cou-ly Treasu-er's Tees
CWCE - Inle1esl Exaense a~: Fiscz| Char gers
Dabt Selv ce - _~tarest EXFIEI‘ISE and Flscal Cha “ges
Debt Lss.ance Cecsts
Amortization Dc ot Pre—-ium
Arnarlizalion Cosl ol Reunili~y

O1AL \ON-OI'E A ING =V=NUES (EXI'ENS=S)
INCOM™ RITORE CAPITAI CONTR™IUTIONS

CAPIIA_CCNIR.SUILONS
1a2 Fccs Recerved
Ta7 Fees Paid -=op ACWWA

Ol AL CAPITAL CON RIBUILONS
CIHANGI IN NI'T POSITION

\EI I'OSL 10N, Bcqinn ng
\ET POEILTION, End ng

BUSIN=5S- Y= ACILV._IIES

202U 20.¢
5 2,616,/12 2,709,156
2,193,108 2,122,329
6,529 0,494
15,272 72,892
4,852,022 4,620,/63
365,323 /01,356
L,/23,e52 1,655, /44
1/2,600 165,000
170,485 170,757
233,817 334,159
11,679 10,057
362,212 328,006
- 22,55/
378,463 500,9%4
1,110,657 1,113,619
5,109,878 4,74_,6786
(257,857) (120,915)
1,722,20_ 1,682,275
153,158 170,932
38,270 139,221
106,897 37,470
- 14,092
- c4-,685
(8,618) 204,383
77,G81 53,039
(72,016) (25,890)
(10,C00) (22,/86)
(139,484) -
(>5,2567) (>3,78%)
(35,395) (ZB,067)
(30,103) (378,205)
- (52,C1h)
0,41< 0,414
(5R,GA9) (%F,GoM)
—,4%8,259 2,26/,325
-, 710,492 7,14F,410
~,208,C00 2,209,/12
(3606,430) (74" ,9%0)
242,562 1,263, /62
2,057,456 3,610,172
32,025,218 28,415,040
524,077,134 s 42,025,218

“he dcrarmarenyirg ngles arge dninegrs | parl of 1B Tingngidl staler-ents,

?



COTTONWQOD WATZR AND SANITATION DISTRICT

Inceate (Decrease) r Cash 2-d Cash Squvalenls

Yudrs Zaded Deceniber 51, 2020 z-d 2015

CASH FICWS -ROM C:FRA ING AT IV -8
Cash Recelvad frem Cusze ncrs
Mscellzreous Recelpts
Cash Payme-_s Lo Suppliers
Nel Sash P-ov zaed (Usced) »y Operating Aclivilies

CAS4 FLCWS -ROM NCNCAI'TAL FINANCING ACTLIVLILES
Property Taxes
Specific Owr ez ship Taxes
Launly T-pas..-pr's Feoes
Net Zash 1P-ov zed by Nancapital F ne-cing Arhvit cs

CASH FLCWS *ROM CAP-TAL AND RZ_ATEDC FINANCING ACT-VITIES

Cash Received frorm Taz Mzes

Tap Feoes Pa o .c ACWWA

Coapital Recavety —ocs

Svster L-f-ostrnuctl ¢ (¢ mzussement

Renewable Water 11¢luslon Fee

[nconr={Loss) Mo Irvestment in Author Lies

ACIWA Ska-d Expaess R =ibursnenl

WISF 'z -tic »at ¢1

Futhor ty 'artdc paz o~ (CCPWA, UCCW A, SMWSA)

P-oject Co~Z*lbudon WHze-ot*

Acyuis Lion ¢” Capilal Asses

P-nzoeds Mrarn Tisuance ¢” CWCER Debl

1D0== frecceds

IPayrrc 1z o Refunding Escrew

Dexz= Issuerce Costs

Principal P2 ©

CWCEH - 1-.zm0s1 Zxpense and Fsea] Chargoes

1202- &§00v oo - Interest Fxprsc and kiscal Cha-ges
Nct Cash Lscd by Capltal £ ¢ i2|zcd F'nz ~<Ing AcHvitcs

CASH FLCWS "ROM INVESTING ACTIVITIES
Neo 1=vestrnerl Aclivity
IWPIP <n3a-ve (Incrcase) Dacrcase
NcZ I-vesamert 'n Authorzics
Net Cash P-ov ced by Invest ~¢ Actlvitles

Tcmpase (Decrease) in Sash ars Cash Kol valents
CAS | AND CASI CQULIVALENTS, Reyinrn’ g
CAS4 AND CASE EQLIVALENTE, Ending

SAMVARY O CASIHTANZ CASH EQJIVAENTS
Cash arz Cash Felvajents
Restr ctes Cosh aad Cas= -quivalents
otz Losh £-¢ Cesk Fqu valents

RECCNCILIATION OF C3ERATING INCONME (LOSS) 70
NCT CASI *ROVIDED v OPCRATING ACTIVITICS
Opa-tting Incama {1 ass)

Adjustmc s ¢ Receac e Oacratrg Income (Loss;
=¢ Net Cash Proviced by Ope-zting Actdvizes
Ceprecialicn
Chza-ges in Assis dand Lasjilics
Accau1s <ocn vable
Iro:cc: 2eposiks
Acoccunzs Fayaz|e
Nel Cash P-ov ced (Uzed) 2y Operaling Ac.iv'lies

2020

2029

42,702,229

s 4.2/1,252

35,272 72,851
(/,107,587) (5,C13,21%)
G35, 12 (G747

1,722,201 1,581,278
“63,.68 17,232
123,867 (21,78%)

1,9!10,!1“?‘ 1,/28,4)?

1,208,000
"36G6G,236)
" 016,80/

(4,618)
77,081
£,
£10,U00)
‘30,787
‘977,718,
282,382

71,536,899)
(33,5935

£20).4,NR2)

2,2C5712
(741,550
1,8/
14,C<1
é11,&8°5
2C1,842
R1.Ca8
(>:,84C)
(21,7E8)
(1,€€1,EC2)
22,251
4.CCHCCn
(3,$4:,CCY)
(E1,ClE)
(1,14567,3C2)
(28,C57)
(34%,<5/4)

(1,/64,488) (4,1/5,/€5)
38,870 115,274

"0, 202 -
11,365,151) (2,757)

(I, 139,827) 136,17/
r£39,G99) (?,58%,545)
4,064,529 8,050 478

¥ 3,107,830 5 £, E61 E2¢€

S 3,787 ,44

S 4,045,155

1,417,489 1,415,114

T 5,102,830 RN Y VS
0 onsEns s (126,910
1,110,667 1,111.&1¢
112,520 (/6,€1/)
2,Uuy 2,/CC
*.10,376! (1,362 83C)

T 835,11 R (v Kowk 3]

The accompzsryl *q naotes = -e an Integra| part of =-¢ financla| statements,



NOTE 1:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Cottonwood Water and Sanitation District (the "District”), a quasi-municipal
corporation, is governed pursuant to provisions of the Colorado Special District
Acl. |he Dislricl’s service area is localed in Douglis Counly, Coloradao,
including portions of northern Parker, Colorado. The District was established in
1980 to provide water and wastewater scrvices to the District residents and
commercial businesses. The DislricL has no employees and is governed by an
elected five member Board of Directors.

The daccounting pulicies of the District conform to generally accepted accounting
principles as applicable to governments. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting hody for establishing
governmental accounting and financial reporting principles. Following is a
summary of the more significant policics.

Reporting Entity

The definition of the reporting entity is based primarily on financial
accountability, The District is financially accountable for organizations that
make up its legal entity, It is alo financially accountable for kegally separate
organizations if District officials appoint a voting majority of the organization’s
governing hody and eilher il is abje Lo impase ils will on Lhal arganizalion or
there is a potential for the organization to provide specific financial benefits to,
or to imposc specific financia] burdens on, the District, The District may ajsa
be linancially accounlable ior organizalions Lhal are [iscally dependent upon il.
Based on the application of the criteria, the District does not include additional
organizations in its reporting onftity,

Fund Accounting

The District uses a proprietary fund to repart on its financial pasition and the
results of its operations, Fund accounting is designed to demonstrate |eqgal
compliance and to aid financial management by segregating transactions related
ta certain government functinns and activities,

Measurement Focus, Basls oan:ountlng, and Ananclal Statement Presentation

The District uses a proprietary fund type, an enterprise fund, to account for its
activities of praviding water and wastewater collection, transmissiogn and
treatment services ko District residents, The enterprise fund uses the economic
resources measurerment focus and the accrual basis of accounting for reporting,
Revenues are recogniced when earned and expenses are recogniced when
incurred, regardless of the timing of the related cash flows,

The activities of the fund are accounted for with a separate set of self-balancing
accounts that comprise the District’s assets, deferred outflows of resources,
liabilitics, deferred inflows of resources, net position, revenues and CXpenscs,
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NOTE 1:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basls of Accounting, and Financlal Statement Presentation
(Continued)

The fund distinguishes operating revenues and expensces from non-opcrating
revenues and expenses, and capilal conlribulions. Operaling revenues and
expenses generally result from providing services and producing and delivering
goods in conncction with the fund’s principal angoing opcrations. Qpcrating
expenses indude the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses ar capital
contributions.

When bolh reslricled and unrestlricted resources are available for use, il is Lthe
District’s practice to use restricted resources first, then unrestricted resources
as they are nceded.,

Assets, Liabilities and Net Position

Cash Equivalents and Investments - Cash equivalents include cash deposits and
highly liquid investments with original maturities of three months or Jess when
purchased., Investments are reported at fair value.

Accounis Recervables — All receivables are reporled al Lheir gross vale, User
services charges and tap fees create a perpetual lien on or against a property
service unti] paid, Such Jiecns may bhe foreclosed upon as provided by State
statute, Therefore, an allowance for uncollectible accounts is not reported for
user service charges and tap fees. The District collects reimbursement of
cnginecring and design caosts fram developers in the District,  The District
believes all such reimbursable amounts are fully collectible, and therefore, has
not reported an allowance for uncollectible accounts,

Capital Assets - Capital assets include land, water rights, water and sewer
transmission systems, treatrnent plgnts, buildings and cquipment, are reported
in Lhe financial slalementls nel of accumulaled deprecialion, Capilalassels are
defined by the District as assets with an initial estimated useful [ife in excess of
one year, Such asscts are recorded at higtorical] cost or astimated historical
vost if purchased or constructed., Donated capital assets are recorded at
estimated fair market value at the date of donation, All infrastructure assets
owned by the District, which include sewer collection and transtmission systems,
have been capitalized.

I he cosls of normal mainlenance and repairs Lhal do nol add Lo Lhe value af Lhe
asset or materially extend asset lives are not capitalized., Capital assets of the
Dictrict arc depreciated using the straight-fne methad over the following
estimated useful lives,

L



NOTE 1:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabllitles and Net Position (Continued)

Buildings, Collection and Transmission Systems
and Trealment Planls 5 -850 years
Equipment and Engineering Costs 3 -30 years

Waler righls include acquisilion cosl, kegal and engineering cosls relaled Lo the
development and augmentation of those rights. Water rights have a perpetual
life, thus the ¢ost is not amortized. All other costs, including costs incurred for
the protection of those rights are expensed.

long-Term Obligations — | ong-term debt and other bng-term obligations are
reported at face value, net of unamortized debt premiums and discounts, as
liabilitics in the financial statcments. Debt premiums and discaunts are
deferred and amorliced over Lhe life of Lhe debl using Lhe slraighl-kne melhod.
The cost of refunding is reported as deferred outflows of resources and is
amatrtized over the life aof the related debt.

Deferred Outflows/Inflows of Resources - In addition to assets, the statement
of financial position will sometimes report a separate section for deferred
outflows of resources, This separate financial statement classification
represents a consumption of net pasition that applies to a future period(s) and
therefore will nol be recogniced as an  oulllow of resources
(expense/expenditures) until then, The District has an item related to debt
refunding costs that is reported as deferred outflows of rosaurces at Dacember
31, 2020 and 2019,

Tn addition to liabijities, the statement of financial position will sometimes repart
a separate section for deferred inflows of resources. This separate financial
statement dassification represents an acquisition of net position that applies to
a fulure period(s) and Lherelore will nol be recogniced as an infllow of resources
(revenue) until then. The District has an item related to unavailable revenue -
propcrty taxes that is reparted as deferred inflows of resources at December 31,
2020 and 2019,

Capital Contributions — Tap fees collected, and water and sewer Jines contributad
to the District by developers are recorded as capital contributions when received,

Net Pesition — Net position results from the accumujation of net earnings from
pperating income, non-operating revenues and expenses, and capital
contributions and are ¢Jassified in the financia| statements as foljows:

v Net Investrnent in Capital Assets — The investment in capital assets consists
of capita] asscts, net af accumu jgted depreciation,
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NOTE 1:

NOTE 2:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabllitles and Net Position (Continued)

o Restricted — This classification includes amounts for which constraints have
been placed on Lhe use ol Lhe resaurces eilher (a) exlernally imposed by
creditors (such as through a debt covenant), grantors, contributors or laws
or regulations of other governments, ar (b} imposed by kw through
canslitulional provisions or enabling lkegislklion.

«  Unrestricted — This classification includes the residual net pasition that docs
not meet the classification of “net investment in capital assets” or
“restricted.”

Property Taxes

Property taxes attach as an enforceable lien on property on January 1 and are
Icvied the following January 1. Taxes are payable in full on April 30 or in twa
installmenls on February 28 and June 15. The Counly Treasurer's Office
collects property taxes and remits to the District on a monthly basis. Since
property taxcs are collected in arrcars during the succernding year, a raccivable
and corresponding deferred inflow of resources are reported at December 31,

Use of Estimates

Ihe preparaltion aof Lhe [inancial sltalemenls in canformily wilh generally
accepted accounting principles requires management to make estimates and
assumptions that affect cortain reported amounts and discpsures,  Accordingly,
actual results could differ from those estimates,

Subsequent Events

The District has evaluated events subsequent to the year ended December 31,
2019 through June 29, 2021, the date these financial statements were issued,
and has incorporated any required rccognition into these financial statements.,

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgets and Budgetary Accounting

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

¢« The budgcet is |egally adopted by the District, The budget is adopted on a
non-GAAP budgelary basis, Capilal oulky and long-lerm debl principal
payments are budgeted as expenditures, and depreciation, and amortization
nf debt premium/discounts, and casts of debt refunding are not budgeted.



NOTE 2:

NOTE 3:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)
Budgets and Budgetary Accounting (Continued)

v The District appropriates expenditures for the enterprise/operations fund and
capital expenditures, and a scparate appropriation for the rclated debt
service.

v Prior Lo Oclober L5, managemenlt submils Lo Lhe Board of Direclors a
proposed operating budget for the fiscal year commencing the following
January 1.,

« The operating budget includes proposed expenditures and the means of
financing them.

» Prior Lo December 31, Lhe budgel is legally enacled Lhrough passage of a
resolution.

v Management is authorized to transfer budgeted arnounts between
departments within the fund. However, any revisions that alter the tatal
expenditures of the fund must be approved by the Board of Directors.

« All appropriations Japse at year end, Colorado goavernments may not exceed
budgeted appropriations at the fund level.

CASH AND INVESTMENTS

A summary ol cash and investmenls al December 31, 2020 and 2019, lollows:

2020 2019
Cash Dc¢posits % 840,170 § 701,684
Investments 4,264,660 4,862,845
Total $ 5,104,830 % 5,564,529

Cash and Investrnents are reported in the financia] statements as foljlows:

2020 2019
Cash and Cash Equivalents $ 3,787,441 $ 4,367,645
Rastrictod Cash and Cash Equivalents 1,317,389 1,196,884
Total $ 5,104,830 § 5,564,529

Deposits

The Colarado Public Deposit Protection Act (PDPA) requires all local government
cntities ta deposit cash in eligible pubjic depositories. Eligibijity is determined by
Slale regulations. Amounls aon deposil in excess of Federal Depaosil Insurance
Corporation (FDIC) levels must be collateralized by elgible colleteral as
determinad by the PDPA,



NOTE 3:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

HAND T E (Continued)
Deposits (Continued)

The FDIC insures depositors up to $250,000 for each financial institution. The
PDPA allows the financial institution ta create a singke calketeral poolfar all public
funds held. The poolis Lo be mainlained by anolher inslilulion, or heki in Lrusl
for all uninsured public deposits as a group. The market value of the collateral
must be at lcast cqual to 102% of the uninsured depasits, At December 31,
2020, the District had bank deposits totaling $876,863 of which $250,000 were
insured by FDIC and $626,863 were collateralized with securities held by the
financial institutions” agents but nat in their name.

Investments

The District has not adopted a formal investment policy; however, the District
follows State statutes regarding investments. The District generally mits its
concentration of investments to Local Government Investment Pools, obligation
of the United States and certain US. governmeaent agency securities, which are
believed to have minimal credit risk; minimal interest rate risk and no foreign
currency risk, Additionally, the District is not subject to concentration risk
disclosure requiremenls or subjecl Lo investmenl cuslodial credil risk [or
investments that are in the possession of another party,

Colarado revised slalules limil investment malurilies Lo live years or less unless
formally approved by the Board of Directors, such actions are generally
associatcd with a debt scrvice rescrve or sinking fund requirements,

State statutes specify investment instruments meeting defined rating, maturity
anhd concentration risk criteria in which Jocal governments may invest which
include the following.

Obligations of the United States and certain U.S. Agency securities

Cerlain inlernalional agency securilies

General obligation and ravenue honds of US| jacal] govemment entities
Bankers” acceptances of certain banks

Commercial paper

Local government investment pooks

Wrillen repurchase agreementls colileralized by cerlain aulharized securilies
Cartain moncy market funds

Guaranteed investment contracts

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

Maturity 2020 2019
Colorado Liquid Asset Weighted Average
Trust (COLOTRUST) undecr 60 days $ 4,264,660 §$ 4,862,845
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NOTE 3:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

HAND T E (Continued)
Investments (Conlinued)

The District invested in the Cobrado Government Liquid Asset Trust
(COLOTRUST) (the “Trust”}, an investment vehiclk estabished for local
government entities in Colorado ta pool surplus funds. The State Securities
Commissianar administers and enfarces all State statutes govarning the Trust,
The Trust operates similaly to a money market fund and each share is equal in
value to $1.00. The Trust offers share in two portfolios, COLOTRUST PRIME
and COLOTRUST PLUS+. Both portfolos may invest in U.5. Treasury and
repurchase agreements collateralized by U.S. Treasury securities. COIGTRUST
PLLUIS+ may alsa invest in certain oblgations of U.S. government agencics,
highest rated commercial paper and any security allowed under CRS 24-75-601.
A designated custodial bank serves as custodian for the Trust's portfolos
pursuant to a custodian agreement. The custodian acts as the safekeeping
agent for the Trust's investment portfolos and provides gervices as the
depasitory in conncction with direct investments and withdrawals. The
custodian’s internal records segregate investments owned by the Trust.
COLOTRUST is rated AAA by Standard and Poor's. COLOTRUST records its
investments at fair value and the District records its investments in COLOTRUST
using the net asset value method, There are no unfunded cammitiments, the
redomption frequency 1S daily and there is no rodemption natice period,

Restricted Cash and Investments

Restricted cash and investments consist of amounts far operating & maintenancce
reserves, and debl service reserves as required by Lhe Dislricl’s Joans and
revenue bonds; and restricted project funds,

In acrordance with the torms of the Coprado Water Resource and Pawar
Development Authority Loan, the District is required to maintain an operating
reserve equal to three months of operations and maintenance expenses
budgeted for the then-current fiscal year, As of December 31, 2020 and 2019,
the required operating reserve of $1,116,750 and $946,250, respectively, was
rostricted by the District,

In accordance with bonded debt oblgations, property taxes collected in excess
ol Lhe required dehl service paymenls are Lo be reserved Lo pay [ulure debl
obligatians, As of Decemher 31, 2020 and 2019, the District had s178,544 and
$142,925, respactivaly, restricted for debt service,

In accordance with the Second Amendment to 2014 Agreement between the
Districl and the Arapahoe Counly Waler and Waslewaler Aulhorily (ACWWA)
the District has restricted $22,095 in a projact account for future construction
payments in relation to improvements to the Joint Water Purfication Plnt
(JWPP).



NOTE 4:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS

Dccember 31, 2020 and 2019

CAPITAL ASSETS

summarized below:

Capltal Assets, 1¢t helng cepreclates
Land
Water Rig1=s
Co=slruc. ¢ in Progress
Telal Caz . al Assels, nol 2ée ~q deprecaled

Capital Assets, ze g deprec ated
Water Systerr
Waslewdler Sys.¢n
Englheering S7.¢.'s5
Sewsgs reatme-t ghts
Equipment
Tolal Caz al Assels, bers depreca cd

Less  ccumulrtec daprecazc-
Water Systerr
Waslewdler Sys.én
Englneerng $1.¢ 85
Sewzce reatme-t lghts
Equipmert

Teld] eveurnujeles depreca. e

Ictal Caz zal Assets, be rg deprec azed, net

Tcral Caz | Asscts, nct

Capital assets activity for the vyears ended December 31, 2020, is
Sula~ecs Accitions/ Baknces
12/3°/2C1S Reckssilizelinns Deklinn: 12/31/2020
5 36€,433 $ - 5 - ) 309,433

$,7¢8,771 4,300 - 6,773,07-
5,288,6¢8 374,718 22,462 7,350,974
173,566,877 273,018 22,467 "4,523,478
3¢, 75C,5C7 18,152 30,768,609

7,286,375 - - 7,286,375
215,181 - - 219,181
J33,46C - - 233,860
123,78¢ - - ~29,786
38,¢5C,C12 18,1562 - 38,008,174
(12,455,22C) (982,829) - (23,438,059)
(5,663,517) (115,773) - (5, 8n,7B5)
(181,157) (11,055) - (192,5.2)
(233,28¢e0) - - (233,860)
(1249,78¢) - - (220,780)
(12,0€3,331%) (1,110,557) - (*9,774,507)
20,38€,1// (L,09%,508) - 19,193,672
$ 34,153,049 $ (113487) ¢ 22462 $ 34,017,100

Deprecialion expense was charged Lo Lthe programs of Lhe Dislricl as [ollows:

Water Systom
Wastewater System
Administration

Total

$ 982,839
116,773
11,055

$ 1,110,667



COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

NOTE S: LONG-TERM DEBT
Following is a summary of longterm debt transactions for the year ended
December 31, 2020:

Jalcrce Bakce L ac Witk 1

12/31/20°5 e wings Rrzayrrenls 12/3 /202Q One Yer-
7075 GO Relandirg 1 pan $ 370000 s - % 415,020 s 7305000 & 445,000
20-3 GO lefindirg Bods 400,200 - L44,020 2,924,000 561,000
2005 CWRPLA Loan £,808412 - 518,042 4,205,872 545,533
20241 CVICE Loan - Noze A il/ 5L/ - 10,043 301,17 16,344
2024 CVICP Loan - Nox¢ B 1274206 - - 127,420 -
2024 CVICE Loan - \oTe C 37,567 - 7,31 30,633 7,533
2024 CWCE Loan - Noe L - 282,384 - 282,384 -
13,713,711 287,384 1,524,R59 1,083,405 1,571,412
Senc Premibm Na: 63,501 - 9117 36,187 -
Tolal $ 13788545 ¢ 282384 § 1,546,313 § 11,140,292 § 1,573,410

Series 2019 GO Refunding Bonds

On Seplember 27, 2008, Lhe Districl issued Series 2008A General Obligalion
Refunding Bonds in the amount of $6,730,000 to refund the District’s Series
1998A General Qbligation Refunding Bonds. Principal and interest paymants
were due semi-annually on June L and December 1 through December 1, 2027.
Interest accrues at rates ranging from 4% to 5% per annum, The Bonds
maturing on and after December 1, 2017 were subject to redemption prior ta
maturity, in whole or in part, in such a manner as the District may determine an
December 1, 2018, or on any interest payment date thereafter, without any
redemplion premium, On June 3, 2019, Lhe Districl refunded Lhe Series 2008A
GO Refunding Bonds with the issuance of $4,000,000 GO Refunding Note, Series
2019 {the "Nate”), The note procecds ajong with monies from the debt service
fund were used currently refund and pay-ofi the Series 2008A GO Refunding
Bonds. This refunding resulted in a net present value savings of interest in the
amaunt of 5297,601, Principal and interest payments are due annually on
September 1, through September 1, 2025. Interest accrues at 2.61%.

Series 2016 GO Refunding Loan

On November 9, 2016, Lhe DislricL oblained a pan in Lhe amount of $4,500,000,
titled Series 2016 General Obligation Refunding Loan with BOKF, NA, dba
Colaradn State Bank and Trust to current]ly refund the District’s Searies 2006A
General Obligalion Relunding Bonds. The loan proceeds along wilh monies
from the debt service fund were used to currently refund and pay -off the 2006A
GO Refunding Bonds in order to ahtain an interest savings of approximately
$55,000. Principal and interest payments are due semi-annually on June 1 and
December 1, commencing on June 1, 2017 through December 1, 2026,
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NOTE 5:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

LONG-TERM DEBT (Continucad)
Series 2016 Refunding Loan (Continued)

Interest accrues at 1.86% per annum. The Loan is not subject to redemption
prior to maturity.

Fledged Reveriues — The above bonds and ban are payable solely from revenues
of the District’s ad valorcm property tax mill levy sufficient to pay the debt
service requirements. During the year ended December 31, 2020, property and
specific ownership tax revenues of $1,885,3659 were availkble to pay the
respective annual debt service of 51,135,272,

2006 Colorado Water Resources and Power Development Authority Loan

On Navember 1, 2006, Lhe Dislricl oblained a lean in Lthe amount of $9,996,00%
from the Colorado Water Resources and Power Development Authority (the
“Authority”) to finance a water project, Principal and interast paymeaents arc duc
semi-annually on February 1 and August 1, through August 1, 2027. Interest
accrues at 3.54% per annum.

The water project consists of the District’s undivided interest in a joint water
purification project constructed by the District, Arapahoe County Water and
Waslewaler Public lmprovermenl Dislricl, and Lhe Arapahoe Counly Waler and
Wastewater Authority pursuant to an intergovernmental agreement, including
production wejls, a pumping statian and transmission pipcjnes.

Fledged Revenues - The District and Authority agree that the amounts payable
under this Joan agreement arc payable solely from pledged praperty, as definad
as ad valorem taxes without limitation as to rate, an all taxable property in the
District, in an amount necessary to pay the loan payments but not to exceed
51,100,000, and that nothing shall be deemed to prevent the District from
repaying the loan amounts frorn any other kgally available source. During the
year cnded December 31, 2020, property and specific ownership tax revenues
al $1,885,369 were available La pay Lhe annual debl service of $737,889,

2014 Colarado Water Canservation Board (CWCB) Loan

On November 17, 2014, the District entered into a pan agreement with the
CWCB for an amount not to exceed $1,508,610 for costs refated to the District’s
participation in the Water Infrastructure and Supply Efficiency Authority (WISE)
project, The District’s draws and repayment obfgation will be evidenced by
four separate promissory notes as follows:

Note A — an amount not to exceed 5381,780 {amended to $342,921) for the
District’s sharc of the costs aof a partion of the East Cherry Creck Vajley Water
and Sanilalion Dislricl’s Weslern Pipeline,



NOTE 5:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

LONG-TERM DEBT (Continucd)
2014 Colorado Water Conservation Board (CWCB) Loan (Continued)

Note B — an amount not to exceed $363,600 for the District’s share of costs
rclated to a pipeline that will cannect Denver Watcer’s treated distribution system
Lo Denver Internalional Airporl and Aurora’s Prairie Waler’s pipeline,

Nofe C — an amount not to exceed $2,636,100 for the District’s share of costs
of cortain Phase 1 Tnfrastructure, and

Note D — an amount not to exceed $ 1,127,160 for the District’s share of the
costs of certain Phase 2 Infrastructure.

Each promissory note will indude a 1% loan service fee. Interest accrues at
3% per annum for each individual promissary nagte commencing on the date of
the initial note draw. Interest payments will commence 1 year from the date
of initial note draw. Principal paymcnts will nat cammence until the cntire
amounl of an individual promissory nole has heen drawn, or Lhe Dislricl
communicates to the CWCB that no additional draws will be taken on the
promissary note, at which timea a repayment schedulke will be establshed hy the
CWCB. During the year ended December 31, 2019, Note C, was substantially
complete, and the District began paying principal and interest on Note C.
During the year ended December 31, 2018, Note A, was substantially complete,
and the District began paying principal and interest on Note A.

Annual debl service requirements [or Lhe Dislricl’s oulslanding bonds and bans
ot December 21, 2020 are as follows:

Year Ended December 31, Principal Interest Total
2021 $ 1,573,410 $ 294,294 $ 1,867,704
2022 1,614,432 255,634 1,870,066
2023 1,656,472 219,006 1,875,478
2024 1,694 526 177,735 1,872,261
2025 1,/3/,59/ 139,449 1,8//,046
2026 — 2030 1,957,376 113,856 2,071,232
2031 - 2035 127,556 58,599 186,155
2036 - 2010 117,873 38,282 186,155
2041 - 2045 98,761 17,560 116,321
2046 — 2049 65,990 5,022 71,012
Amartization Terms Unknown 109,812 - 109,812
Total $ 11,083,805 $ 1,319,437 § 12,403,242

4



NOTE 6:

NOTE 7:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

INTERGOVERNMENTAL AGREEMENTS

Arapahoe County Water and Wastewater Authority

OnJunec 18, 2003, the District entered into an agreement with Arapahoc County
Waler and Waslewaler Aulhorily (ACWWA) La mulually canslruct and operale a
water treatment facility known as the Joint Water Purification Plant (JWPP). The
JWPP facility began opcrations in 2010. In 2014, the District and ACWWA

execuled an agreemenl for operalions and maintenance of, and improvemenls
to the JWPP.

Under the original agreement, ACWWA operated the JWPP facility. The District
paid its share of operating expenses each year. The agreement required twa
reserves be established, an operating reserve and capital replacement reserve.
At December 31, 2020 and 2019, ACWWA held the District’s portion af thesc
reserves in Lhe amount of $3/,9%2 and $1//,436, respeclively.

The Augusl 2018 amendmenl deflined respansibililies relkaled o Lhe [ulure
construction of improvements to the JWPP and establish a commitment to use a
contract plant opcrator after the completion af the improvemants.  The
amended agreement required each District to deposit an amount into a Colotrust
account to be held for these improvements. At December 31, 2020, the
District’s restricted balance in this Colotrust account was 22,095, Plnt
pperations were turned over to a contract aoperator in May 2019,

Cherry Creek Praject Water Authority

On Oclober 11, 2005, Lhe Cherry Creek PrajeclL Waler Aulhorily (Cherry Creek
Authority) was created by a Water Project Agreement between the District,
Tnverness Water and Sanitatign District, ACWWA, and Dcnver Southgast
Suburban Water and Sanitation Districc. On Novermnber 17, 2005, the Cherry
Creek Authority purchased certain water rights, well rights, facilties and storage
rights at a hankruptcy action for $14,000,000 pls closing costs, The District
contributed s1,175,680 towards this purchase, The District’'s share of
participation is 7.14%, which had a vajuec of $1,277,159 and $1,278,634 at
December 31, 2020 and 2019, respeclively, For a copy of Lhe Cherry Creek
Authority’s financial statements, contact the Cherry Creek Authority.

COST SHARING AGREEMENTS - WISE PARTNERSHIP

On March 31, 2013, the District entered into an amended WISE Negotiations
and Cost Sharing Participation Agreement with South Metro Water Supply
Authority (SMWSA) that amends the method of cost sharing, Tn the amended
agreement the costs will be shared based on the participants’ pro-rata share of
the annual subscriptian amount in refation ta the tota] of aj] annual subscriptian
amaounls., The Dislricl has commilled Lo subscribing Lo 100 acre leel (1.0%)
out of a total of 10,000 acre feet (previously 7,225) of renewable water to be
delivered annually from the WTSE Partnership,
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NOTE 7:

NOTE 8:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

COST SHARING AGREEMENTS - WISE PARTNERSHIP (Continucd)

In December of 2013, the District along with other members of the WISE
Martnership entered into the WISE Partnership-Water Delivery Agreement
between the City and County of Denver, acting by and through its Board of
Water Commissianers, the ity af Aurora acting by and thraugh its Utility
Enlerprise, and Llhe Soulh Melro WISE Aulharily. The Waler Delivery
Agreement is the overarching agreement that defines the terms under which
Denver and Aurora will deliver water to the South Metra WISC Authority
members.

Pursuant to the WISE Agreements, the District pays its proportionate share of
WISE capital costs, operations and maintenance costs, and the cost of water
delivered. During the year ended December 31, 2020 and 2019, the District
analyzed its investment in WISE, and adjusted the amounts to 54,453,868 and
$3,084,212, respectively, which is reported as Investment in Authoritics in the
linancial slalemenls. The Dislricl received ils [irsl waler deliveries [rom Lhe
WISE project in 2017. For the years ended December 31, 2020 and 2019, the
District’s water purchasas were $561,212 and $328,006, raspectively.

RISK MANAGEMENT

Public Entity Risk Pool

The District is exposed to various risks of Joss reted to torts; theft of, damage
Lo, and deslruclion of assels, The Dislricl plans Lo pravide for or reslore Lhe
economic damages of those losses through risk transfer, The District
participates in the Colorado Special Districts Praporty and Liabifty Pool and
Workmen'’s Compensation Pool (the “Pool”).

The purposes of the Pool are to provide members defined fability, property, and
workers compensation coverages and to assist members in preventing and
reducing losses and injuries Lo properly and Lo persons or properly which mighl
result in claims being made against members of the Poal, their employees and
nfficers,

It is the intent of the membars of the Poa] to create an antity in perpctuity which
will administer and use funds contributed by the members to defend and
indemnify, in accardance with the bylaws, any member of the Pool against stated
liability of Joss, to the |limit of the financia| resources of the Pool.

It is also the intent of the members to have the Pool provide continuing stability
and availabilily of needed coverages al reasonable ¢osls.

All income and assels of Lhe Poalshall be al all limes dedicaled Lo Lhe exclusive
benefit of its members, The Poolis a separate lkegal entity and the District does
not approve budgets nor doces it have the abifty to significantly affoat the

vperations of the Podl,
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NOTE 9:

COTTONWOOD WATER AND SANITATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
Dccember 31, 2020 and 2019

COMMITMENTS AND CONTINGENCIES
Tabor Amendment

Colorado voters passed an amendment to the State Constitution, Artick X,
Seclion 20, cammanly known as Lhe Taxpayer’'s Bill of Righls (TABOR), which
has several limitations, including revenue raising, spending abilities, and other
specific requirements of state and Incal governments. The Amendmeaent is
romplex and subjecl Lo judicial inlerprelation.

Cnterprises, defined as government-owned husiness authorized to issue revenue
bonds and receiving less than 10% of annual revenue in grants from all state
and local governments combined, are excluded from the provisions of TABOR.
I he District eslablishes separale hudgels lor enlerprise aclivily and general
government activity. Budgeted general government activity consists only of tax
ravenue and expenditures related to the District’s debt abligations. The District
has made certain interpretations of the Amendment’s knguage in order to
determine compliance.

The District’s management believes a significant portion of its operations
qualifics for the “enterprise” exclusion allowed by the Amendment, The District
believes it is in compliance with the requirements of the Amendment,

I he Dislricl has eslablished an emergency reserve, represenling 3% of liscal
vear spending, as required by the Amendment. At December 31, 2020 and
2019, thc emergency reserve af $56,561 and $55,525, respectively, were
reporled as a reslriction of nel pasilion in Lthe slalement ol nel posilion,

Uncertainty - Coronavirus Pandemic

On January 30, 2020, the WaHd Health Organization declared the coronavirus
outbreak a “Public Health Emergency of International Concern” and on March
10, 2020, decjared it to be a pandemic. The caronavirus and actions taken by
government and public health official Lo miligale il have had and are expecled
to continue to have an adverse impact on the economies and financial markets
in many cauntrics, induding the groographical arca in which the District is
located, It is unknown how long these conditions will lBst and what the
complete financial impact will be to the District,
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COTTONWOOD WAT=R AND SANITATION DISTRICT

SCIT.I ~Qr ASSIrSsr > VAL UATION, MTIHT T\ Y AND>
2ROPE2TY TAXES CCOL_ECTZD
Cecernber 31, 2020

avy Collection Assessed Milll ¢vy Toldl P-op¢-ly Taxes Colicclion

Year Veaur Valud.ian Dabl Leve:l Collec.a:d Rd.=a
£U11 2Ul2 $ /7,459,400 2/ 0UC 52,091,5/4 G 2,C2/,50< 46 ,Y3 %
2012 2013 76,34-,450 27.00C 2,966,514 2,023,244 97 .0C>¢
013 2014 76,036,332 27.00C 2,952,986 2,018,629 98,31%¢
011 2015 76,136,110 27.00C 2,063,781 1,539,71¢ 95,90
2015 2015 87,117,130 23.00C 2,01C 528 1,994,71€ 99,/ 1"
£U16 2Ul/ 89,486,51U Z5.,0UC 1,/7U/,844 1,795,742 49.82"¢
201/ 2018 105,677,431 ~¢.00C 1,59C,83% 1,658,109 99.64°¢
018 2019 108,825,78< -4,50C0 1,577,974 1,581,275 “00.21%
-N19 2020 $ 172,832,775 -1,00C $1,71¢,55° s1,722,201 00, 5%
£U20 1 $ 126,250,513 _3.5UC 51,712,517/

Note: >=-ope-ty taxes callectec In a~y one year Include collection of delnquent p-ope-ty taxes leviec In prle- years,
Infarmal’on received “-arm Lhe Do_glas Counly Tieasurer dees nal 22im | idenli’ cal on af speci’ 2 year ol kvy,

Sourge: Nc.glas County Assessor and Treasu-er,

Sce the accompanying [ncependent Aud tor's Regpet,
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