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INDEPENDENT AUDITOR’S REPORT
August 13,2021

Board of Directors

Pueblo Depot Activity Development Authority
DBA PuebloPlex

Pueblo, Colorado

Report on the Financial Statements ‘

We have audited the accompanying financial statements of the business-type activities of Pueblo Depot Activity
Development Authority, DBA PuebloPlex as of and for the years ended December 31,2020 and 2019, and the related notes
to the financial statements, which collectively comprise PuebloPlex’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statemients, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s intérnal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of the accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as the evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

MEMBER COLORADO SOCIETY OF CPA'S -1- MEMBER AMERICAN INSTITUTE OF CPA'S
MEMBER PRIVATE COMPANIES PRACTICE SECTION




Board of Directors
Pueblo Depot Activity Development Authority DBA PuebloPlex

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities of Pueblo Depot Activity Development Authority, DBA PuebloPlex as of December
31, 2020 and 2019, and the respective changes in financial position and cash flows thereof for the years then ended in
accordance with accounting principles generally accepted in the United States of America. :

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis on pages 3 - 9 and budgetary comparison information on page 21 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance. '
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MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019, AND 2018

BACKGROUND

This Management’s Discussion and Analysis of the Pueblo Depot Activity Development Authority DBA
PuebloPlex’s (The Authority’s) financial performance is a required component of financial reporting
under government accounting standards, including the Governmental Accounting Standards Board
Statement No. 34 (GASB No. 34). This discussion and analysis was prepared by the Authority’s
management. It provides an overview of the financial activities of the Authority for the year ending
December 31, 2020. It should be read in conjunction with the Authority’s financial statements which
follow in this report. Because GASB No. 34 is being applied it also includes a comparative analysis of
2020 to 2019 financial statements.

The Pueblo Depot Activity Development Authority is a single purpose government established in 1994
by the Colorado Legislature by House Bill 94-1265. The purpose of the Authority is to promote the
reuse of the Pueblo Chemical Depot, thus creating employment opportunities, generating local tax
revenue, and utilizing the resources of the Depot. The Authority is a political subdivision of the State of
Colorado and a corporation, having only those powers granted to it by the legislature.

The Pueblo Chemical Depot is a U.S. Army installation located in northeast Pueblo County. It was
established in 1942 and has served our nation in times of war and peace for over 70 years. The Depot
consists of over 23,000 acres of land and more than 1,200 buildings. In 1988, Congress directed the
Depot to be “realigned” pursuant to the Base Realignment and Closure Act (BRAC). All but two Army
missions at the Depot were either terminated or relocated to other installations. The two missions that
remain are: chemical weapons stockpile and environmental cleanup. Most of the Depot’s 1,200+
buildings are vacant and considered “unutilized” by the Army.

The Authority was established in 1994 and entered into a Master Lease with the Secretary of the Army
in 1996 for some of the vacant buildings on the Depot. The Authority now has 745 buildings,
containing 3,077,973 sq. ft., under its Master Lease. There are also numerous open storage areas under
the Master Lease whose square footage is not included in the aforementioned 3 million. The Authority
has also received many pieces of equipment from the Army via a no-cost economic development
conveyance (EDC) for personal property. Note the buildings and storage areas are a lease interest and
the equipment is an ownership interest. The Authority’s buildings and equipment are rented to tenants,
which include individuals, businesses, and other governmental entities.

OVERVIEW OF FINANCIAL STATEMENTS

The Authority’s basic financial statements include a Statement of Net Position, Statement of Revenues,
Expenses and Changes in Net Position, Statement of Cash Flows and notes to the financial statements.
This report also includes supplementary information in addition to the basic financial statements.

The Authority’s financial statements are prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles promulgated by the Governmental Accounting Standards
Board (GASB). The Authority implemented GASB No. 34 beginning with its 2004 audit. GASB No.
34 requires this Management’s Discussion and Analysis.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

OVERVIEW OF FINANCIAL STATEMENTS

The Statement of Net Position presents the financial position of the Authority. It presents information
on the Authority’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 Authority is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how
the Authority’s net position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Revenues are recognized when earned, not when they are received. Expenses are
recognized when incurred, not when they are paid. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future years.

The Statement of Cash Flows presents information on the effects changes in assets and liabilities have
on cash during the course of the year.

The notes to financial statements provide additional information that is essential to a full understanding
of the data provided in the basic financial statements. The notes to the financial statements can be found
on pages 13 through 20 of this report.

A condensed summary of the Authority’s Statement of Net Position for 2020, 2019 and 2018 is
presented below:

Table 1
Statement of Net Position 2020 2019 2018
Total Assets $ 7,122,916 $ 6,009,789  $4,687,639
Total Liabilities (1,044.792) (1,082.671) (1.023.949)
Total Net Position $§ 6.078,124 $ 4927118 $3.663.690

The Authority’s total net position for 2020 increased $1,151,006 being 23.4% above 2019.



MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

ASSETS AND LIABILITIES

The 2020 total assets of the Authority are $7,122,916. The majority (76.2%) of the total assets are held
in the form of cash, cash equivalents and investments (certificates of deposit). Other assets include
prepaid expenses such as insurance premiums and prepaid water fee, accounts receivable,
intergovernmental receivable, interest receivable, AGUA stock, and depreciable equipment and
leasehold improvements.

Table 2
Assets 2020 2019 2018
Current Assets —
Cash and cash equivalents $ 1,027,069 $ 699,554 $ 714,399
Certificates of deposit 2,306,029 2,579,748 -
Interest receivable 7,009 9,598 5,616
Accounts receivable 636,587 575,098 471,501
Intergovernmental receivable 49,657 372,239 518,783
Prepaid expenses 2.306 252,483 240,503
Total Current Assets 4.028.657 4,488,720 1.950.802
Noncurrent Assets —
Certificates of deposit 2,097,627 502,999 2,026,228
AGUA stock 96,800 96,800 96,800
Capital assets, net of depreciation 899.832 921,270 613.809
Total Noncurrent Assets 3,094,259 1,521,069 2,736,837
Total Assets $ 7122916 $ 6.009.789 $ 4.687.639

Comparing 2020 to 2019 shows the total assets of the Authority increased by $1,113,127, being 18.5%.
The increase is largely the result of an increase in certificates of deposit. Nearly all subleases are now
on a calendar year basis and invoices are sent out in December for the upcoming calendar year. The
majority of the sublease revenue for the upcoming calendar year is received in December.

Table 3
Liabilities 2020 2019 2018
Current Liabilities —
Accounts payable $ 75,919 $ 142,898 $ 98,843
Accrued vacation 57,169 59,585 58,448
Advances from others 911,704 880,188 866.658
Total Current Liabilities 1.044.792 1.082.671 1.023.949
Total Liabilities $ 1.044.792 $ 1.082.671 $ 1.023.949




MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

The 2020 total current liabilities of the Authority are $1,044,792. Comparing 2020 to 2019 shows the
total current liabilities of the Authority decreased by $37,879, being 3.5%. 2020 advances from others
were $911,704, an increase of $31,516 (3.6%), which is again related to the sublease policy and the
timing of the invoicing and receiving sublease payments. None of the current liabilities in 2020 and
2019 is due to the Army. Effective December 1, 2017 the Authority gets to keep and use all of the rent
income whereas in 2016 and before when a tenant subleased a building from the Authority, a portion of
the rent was payable to the Army. The portion payable to the Army was established by the U.S. Army
Corps of Engineers and was set forth in the old Master Lease. Instead of paying the Army with money,
the Authority pays with “offsets to consideration”, repairs and improvements to the Depot at a dollar-
for-dollar rate. Management feels it is important to note that the Authority has no long-term debt.

NET POSITION
Table 4
Net Position 2020 2019 2018
Net Position —
Invested in capital assets (e.g., equipment)
—net of related debt : $ 899,832 $ 921,270 $ 613,809
Unrestricted 5,178,292 4.005.848 3.049.881
Total Net Position $ 6.078.124 $ 4927.118 $§ 3.663.690

Total net position is a good indicator of the Authority’s vitality at a point in time (e.g., December 31%)
because it consists of mostly “unrestricted” funds the Authority can expend on its operations without
restriction other than Colorado law. The Authority had an $1,151,006 (23.4%) increase in total net
position from 2019 to 2020.

AUTHORITY REVENUE

The 2020 total revenue of the Authority is $3,050,475. This amount consists of operating sublease
revenues, federal grant income, interest income, equipment rental, and gain on sales of obsolete assets.
The Authority had $697,024 grant revenue. The Authority’s total revenue for 2020 decreased $201,231,
being a decrease of 6.2% compared to 2019. While sublease revenues increased by $684,
intergovernmental grant revenue decreased by $93,318.




MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

AUTHORITY REVENUE (Continued)

Table S
2020
Authority Revenue 2020 2019 Change 2018
Operating Revenues —
Sublease revenue $ 2,014,926 $ 2,014,242 $ 684 $ 1,823,526
Equipment rental 500 1,586 (1,086) 1,563
Intergovernmental 697,024 790,642 (93,618) 1,128,867
Miscellaneous 267,155 380,562 (113,407) 235,531
Other Revenues —
Interest income 70.870 64.674 6,196 24.789
Total Authority Revenue $ 3.050.475 $ 3.251.706 $ _(201.231) $ 3214276

In addition to the above total Authority revenue, we collected property taxes and insurance from some
tenants as noted in Table 6.

Table 6
Property tax escrow 2020 019 2018
Property Taxes $ 65.713 $ 52,379 3 51,185

Although the Authority is a political subdivision of the State of Colorado, the Authority does not have
the power to levy taxes. For their buildings subleased on the depot, our tenants do pay the local property
taxes of the county, school district, and library district. The Authority collects the estimated property
tax concurrent with the rent payment. The Authority collected $65,713 for 2020 property taxes and
insurance. In 2021, the Authority paid to the Pueblo County Treasurer $43,435 for 2020 taxes. Any
overages will be refunded directly to the tenants or will be held in escrow and credited on sublease
renewals or refunded on cancellation per the Authority’s policy adopted in 2011.

EXPENDITURES

The 2020 total operating expenses of the Authority was $1,899,469 which is $88,809 (4.5%) lower than
2019. The most notable decrease is for personnel expenses and a decrease of expenses were associated
with the federal grant revenue. Expenses directly related to the federal grant revenue totaled $697,042
for 2020. These grant expenses may continue into 2021 and may be higher.



MANAGEMENT’S DISCUSSION AND ANALYSIS

PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

Table 7
2020

Operating Expenses 2020 2019 Change 2018
Salaries § 495344 § 572,876 (77,532) 501,742
Payroll taxes and employee benefits 146,839 132,627 14,212 126,146
Travel 5,398 41,970 (36,572) 29,110
Equipment 11,186 22,733 (11,547) 21,066
Operating supplies and expenses 22,018 26,884 (4,866) 24 417
Contract 192,654 222346 (29,692) 591,064
Insurance 30,467 24,142 6,325 16,840
Utilities/office rent 253,291 239,153 14,138 224,354
Repairs 483,555 509,956 (26,401) 192,318
Marketing/organization expenses 27,460 23,415 4,045 9,535
Miscellaneous 260 643 (383) 4,412
Bad debt expense 117,000 92,838 24,162 8,000
Depreciation 113,997 78.695 35,302 23,562
Total Operating Expenses $ 1.899.469 $ 1.988.278 (88.809) 1,772.566

FINANCIAL POSITION

The Authority’s overall financial position is strong. We have no long-term debt. There are liquid assets
in the form of cash and certificates of deposit. Our net position is $6,078,124 an increase of 23.4% from
2019. The primary reason for this increase is rental income remains strong and expenses for 2020 was
At December 31, 2020, the Authority’s
“subleased area” of outdoor storage space totaled 844,015 square feet and the Authority’s building
Jeased space (includes igloos) totaled 1,654,895 square feet. The trend towards increasing subleased

less, a portion of that can be attributed to COVID-19.

building space continues to remain positive.



MANAGEMENT’S DISCUSSION AND ANALYSIS
PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

SIGNIFICANT CHANGES

Management does not believe any transaction was significant.

The Authority’s 2020 Budget was initially adopted December 12, 2019. There were no budget
amendments for 2020.

No infrastructure asset is owned by the Authority; therefore, there is no change to report.

In 2012, the Authority began a program to auction a portion of the surplus personal property received
from the Army through No-Cost Economic Development Conveyances (EDC), which began in 2001 and
ended in 2009. The surplus personal property has been stored at the Depot and since much of the
equipment is, or will be, obsolete, the Authority decided it would be a prudent decision to conduct an
online auction program through a third party, Government Liquidations. The auctions began in October
2012 and generated a net income of $205,662 in 2013 and a net income of $74,770 in 2014. There were
no sales of personal property in 2020 or 2019. The process may continue into 2021 depending on the
remaining personal property inventory on hand.

The Army provides many support services (e.g., fire department, security), utilities (e.g., potable water,
sanitary sewer) and maintains much of the Depot’s infrastructure. If the Army were to cease providing
these items or charge fees for their provision, it could significantly alter and harm the financial stability
of the Authority. Also, the loss of a major tenant could adversely affect the Authority’s long-term
viability.

REQUEST FOR INFORMATION

If you have questions, please contact the Accounting Manager, PuebloPlex, P. O. Box 11467, Pueblo,
Colorado 81001-0467.
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PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY

DBA PUEBLOPLEX
STATEMENTS OF NET POSITION
DECEMBER 31, 2020 AND 2019

2020 2019
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,027,069 699,554
Certificates of deposit 2,306,029 2,579,748
Receivables -
Accounts, net of allowance 636,587 575,098
Intergovernmental 49,657 372,239
Interest 7,009 9,598
Prepaid expenses 2,306 252,483
TOTAL CURRENT ASSETS 4,028,657 4,488,720
NONCURRENT ASSETS
Certificates of deposit 2,097,627 502,999
AGUA stock 96,800 96,800
TOTAL NONCURRENT ASSETS 2,194,427 599,799
CAPITAL ASSETS
Machinery and equipment 326,727 263,284
Leasehold improvements 965,489 936,373
Less accumulated depreciation (392,384) (278,387)
TOTAL CAPITAL ASSETS 899,832 921,270
TOTAL ASSETS 7,122,916 6,009,789
LIABILITIES AND NET POSITION
CURRENT LIABILITIES
Accounts payable 75,919 142,898
Accrued compensated absences 57,169 59,585
Advances from others 911,704 880,188
TOTAL CURRENT LIABILITIES 1,044,792 1,082,671
NET POSITION
Net investment in capital assets 899,832 921,270
Unrestricted 5,178,292 4,005,848
TOTAL NET POSITION $ 6,078,124 4.927,118

The accompanying notes to financial statements are an integral part of this statement.
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PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY

DBA PUEBLOPLEX

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31,2020 AND 2019

OPERATING REVENUE
Sublease rentals
Intergovernmental
Equipment rental

Miscellaneous
TOTAL OPERATING REVENUE

OPERATING EXPENSES

Personnel

Payroll taxes and fringe benefits

Travel

Equipment

Operating supplies and expenses

Contract

Insurance

Utilities

Office rent

Repairs

Marketing expense

Miscellaneous

Bad debt expense

Depreciation .
TOTAL OPERATING EXPENSES

OPERATING INCOME
OTHER REVENUE (EXPENSE)
Interest earned
TOTAL OTHER REVENUE (EXPENSE)
CHANGE IN NET POSITION

NET POSITION, JANUARY 1 - RESTATED

NET POSITION, DECEMBER 31

020 2019
2,014,926 § 2,014,242
697,024 790,642
500 1,586
267,155 380,562
2,979,605 3,187,032
495,344 572,876
146,839 132,627
5,398 41,970
11,186 22,733
22,018 26,884
192,654 222,346
30,467 24,142
250,291 236,153
3,000 3,000
483,555 509,956
27,460 23,415
260 643
117,000 92,838
113,997 78,695
1,899,469 1,988,278
1,080,136 1,198,754
70,870 64,674
70,870 64,674
1,151,006 1,263,428
4,927,118 3,663,690
6,078,124 § 4,927,118

The accompanying notes to financial statements are an integral part of this statement.
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PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 019
CASH FLOWS FROM OPERATING ACTIVITIES
Payments from customers $ 3,272,215 § 3,243,510
Payments to employees (641,256) (700,851)
Payments to suppliers (963,435) (1,175.321)
NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES 1,667,524 1,367,138
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Acquisition of capital assets (92,559) (386,156)
CASH FLOWS FROM INVESTING ACTIVITIES
(Purchase) maturity of investments (1,320,909) (1,056,519)
Interest received 73,459 60,692
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES (1,247,450) (995,827)
NET INCREASE (DECREASE) IN CASH 327,515 (14,845)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 699,554 714,399
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 1,027,069 $ 699,554

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES
Operating income $ 1,080,136 $ 1,198,754
Adjustments to reconcile net operating income to net cash provided
by operating activities -

Bad debt expense 117,000 92,838
Depreciation 113,997 78,695
Changes in assets and liabilities -
(Increase) decrease in accounts receivable (178,489) (196,435)
(Increase) decrease in intergovernmental receivable 322,582 146,544
(Increase) decrease in prepaid expenses 250,177 (11,980)
Increase (decrease) in accounts payable (66,979) 44,055
Increase (decrease) in accrued expenses (2,416) 1,137
Increase (decrease) in advances from others 31,516 13,530
Total Adjustments 587,388 168,384

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES $ 1,667,524 § 1,367,138

The accompanying notes to financial statements are an integral part of this statement.
2
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PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2020 AND 2019

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Pueblo Depot Activity Development Authority (the Authority) was created in 1994 under the laws of the
State of Colorado as an independent political subdivision of the State of Colorado. It operates under the
jurisdiction of a board of directors consisting of seven members, three of which are appointed by the City
Council of the City of Pueblo, Colorado, three are appointed by the County Commissioners of the County of
Pueblo, Colorado, and one is jointly appointed by the City Council and the County Commissioners. The
Authority was created to secure land, buildings and equipment from the United States Army in an attempt to
develop the Pueblo Chemical Depot facility which has been realigned under provisions of federal law.

Effective January 1, 2013, the Authority officially began doing business as “PuebloPlex”.

Summary of Sienificant Accounting Policies

The accompanying summary of the Authority’s more significant accounting policies is presented to assist the
reader in interpreting the financial statements and other data in this report. These policies, as presented,
should be viewed as an integral part of the accompanying financial statements.

The financial statements of the Authority have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board is the accepted standard setting body for establishing governmental accounting and reporting principles.

As required by GAAP, management has considered all potential component units in defining its reporting
entity. Based on the criteria established by GAAP, the Authority has no component units.

Enterprise Fund

The Authority is operated as an enterprise fund. Enterprise funds are used to account for operations (a) that
are financed and operated in a manner similar to private business where the intent of the governing body is
that the costs (expenses, including depreciation) of providing goods or services to those benefited be financed
or recovered primarily through user charges, or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net revenue, financial position and cash flows is
appropriate for capital maintenance, management control, accountability or other purposes. The acquisition,
maintenance, and improvement of the physical plant facilities, required to provide these goods or services, are
financed from existing cash resources, Federal or State grants, capital leases, etc. The generally accepted
accounting principles here are those applicable to similar businesses in the private sector and, therefore, are
recognized on the flow of economic resources measurement focus, using the accrual basis of accounting.
Under this method all assets and liabilities associated with operations are included on the statements of net
position, revenues are recorded when earned, and expenses are recorded at the time liabilities are incurred.

13-



PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTIIORITY
DBA PUEBLOPLEX
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2020 AND 2019

Enterprise Fund (Continued)

Net position, i.e., total assets net of total liabilities, is segregated into three components, if applicable. These
components are invested in capital assets, net of related debt, restricted and unrestricted. These classifications
are defined as follows:

- Invested in capital assets, net of related debt — This component of net position consists of capital assets
net of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes
or other borrowings that are attributable to the acquisition, construction or improvement of those assets.

«  Restricted net position — This component of net position consists of restrictions placed on net position use
through external constraints, imposed by creditors (such as through debt covenants), grantors, contributors
or laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

«  Unrestricted net position — This component of net position consists of net position that do not meet the
definition of “restricted net position” or “invested in capital assets, net of related debt”.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Budget
The Authority annually adopts a budget for the following year. This process begins in October when the

President and CEO prepares a preliminary budget of the following year’s expenses and capital asset needs.
The preliminary budget is presented to the personnel and budget committee. The committee solicits additional
guidance from the board chair. The committee’s recommendations are used in the preparation of the draft
budget. Early in December, the budget is presented to the board of directors and upon formal adoption, is
submitted to the State of Colorado, the City of Pueblo, Colorado, and the County of Pueblo, Colorado.

The current year budget is reviewed by the committee to assess the need for formal amendment, if necessary.
The current year budget amendment follows a parallel and concurrent approval schedule with the next year’s
budget.

The budget is prepared using the current financial resources measurement focus and the modified accrual basis
of accounting. The use of this measurement focus generally provides that revenues are recognized when
received and expenditures are recognized when paid. The legal level of control for expenditures is at the total
level, which is to say any modifications which change the budget in total requires the board of directors’
approval.

_14-



PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Authority considers all highly liquid accounts, including cash
in checking and certificates of deposit with a maturity of three months or less to be cash equivalents.

Receivables

Accounts receivable include amounts due from tenants and, where appropriate, are reduced by an estimated
amount expected to be uncollectible. Allowance for uncollectible accounts netted with accounts receivable
were $217,000 and $100,000 for the years ended December 31, 2020 and 2019, respectively.

Prepaid expenses
Prepaid expenses include amounts paid for items that benefit the next year; insurance and replacement water.
At December 31, 2019, the amount that is for 2020 replacement water is $228,651.

Capital Assets

Capital assets are stated at cost or estimated historical cost, net of accumulated depreciation. Donated assets
are recorded at their estimated fair value on the date contributed. Effective January 1, 2011, the Authority
established a capitalization level of $2,500 for acquired capital assets and contributed assets. Prior to that
date, the capitalization level was $100. Effective January 1, 2019, the Authority adopted the following for
assets to be capitalized: (a) normal maintenance and repairs are expensed when incurred, (b) must have an
estimated useful life of more than one year, (c) equipment purchased with a value of more than $5,000, (d) an
item acquired by no-cost economic development conveyance (EDC) with a value of more than $5,000 per
item, and (e) substantial improvements made to purchased or leased buildings and real estate in the amount of
$25,000 or greater is capitalized.

Depreciation of capital assets is computed on the straight-line method based on estimated lives of assets.
Estimated useful lives used in computing depreciation are as follows:

Furniture, fixtures, equipment, and leasehold improvements 5-20 years

The difference between the cost of assets removed from service and the amount of accumulated depreciation
at the time of removal is written off as loss on abandonment of assets.

Unearned Revenues
Unearned revenues represent cash received by the Authority in advance of the revenue being earned. The
unearned revenue generally consists of cash received for prepayments on sublease agreements.

Compensated Absences

It is the Authority’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. Employees are allowed to accumulate vacation benefits and are compensated for these accumulated
vacation benefits through paid time off or at termination or retirement. Employees are compensated for
accumulated sick leave only when sick days are taken and, thus, accrued sick leave is not recorded as a
liability.
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Retirement Plan
The system has established a retirement plan for the benefit of all eligible employees. The contribution to the
plan is based on a percentage of each employee’s gross compensation.

Revenues and Expenses

The Authority distinguishes between operating and nonoperating revenues in the statement of revenues,
expenses, and changes in net position. For this purpose, revenues generated by leasing arrangements are
reported as operating revenues, while operating expenses principally include administrative expenses.
Nonoperating revenues represent interest earned and gain on sales of assets.

Risk Exposure

The Authority is exposed to various risks of loss related to torts, property and casualty losses, errors and
omissions, injuries to employees and natural disasters. It is the policy of the Authority to purchase
commercial insurance, including worker’s compensation, for the risks of loss to which it is exposed. Under
this arrangement, the Authority assumes the risk for the amount of loss where sound risk management
principles and prior loss experience indicate a premium savings greater than exposures assumed.

Under the terms of the master lease with the U.S. Army, the Authority may be liable to clean up costs
associated with any environmental damage caused by the Authority or any of its sub lessees.

Reclassifications
Certain prior year amounts have been reclassified to conform with present year presentation.

NOTE 2- CASH AND CASH EQUIVALENTS AND CERTIFICATES OF DEPOSIT

The Authority does not have a formal investment policy. Cash received by the Authority is deposited in a
bank or invested in certificates of deposit. The Colorado Public Deposit Protection Act requires that all units
of local government deposit cash in eligible public depositories. Eligibility is determined by state legislators.
Amounts on deposit in excess of Federal insurance must be collateralized. The eligible collateral is
determined by the Public Deposit Protection Act. This act allows the institution to create a single collateral
pool for all public funds. The pool is to be maintained by another institution or held in trust for all the
uninsured public deposits as a group. The market value of the collateral must be at least equal to 102% of the
uninsured deposits.

Colorado law authorizes the Authority to invest in the following types of obligations:
«  Obligations of the United States and certain U.S. government agency securities
«  Certain international agency securities
»  General obligation and revenue bonds of U.S. local government entities
«  Commercial paper limited to securities with highest rating category by at least one
nationally recognized rating agency at time of purchase
»  Written repurchase agreements collateralized by certain authorized securities
»  Certain money market funds
«  Local government investment pools
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NOTE 2- CASH AND CASH EQUIVALENTS AND CERTIFICATES OF DEPOSIT (Continued)

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may not be returned
to it. The Authority does not have a deposit risk policy for credit risk. At December 31, 2020 and 2019, the
Authority’s cash deposits with a bank balance of $5,191,152 and $3,832,419 are uninsured but are not exposed
to custodial credit risk because they are collateralized with securities held by the pledging financial
institution’s agent in the institution’s name.

Cash and cash equivalents and certificates of deposit are reported as follows:

2020 2019
Cash and cash equivalents $ 1,027,069 $ 699,554
Certificates of deposits 4,403,656 3.082.747
Total Deposits $ 5430725 $ 3782301

The Authority only invests idle funds in institutions and instruments that are permitted by the State of
Colorado and thus places no limit on the amount the Authority may invest in any one issuer. More than 5
percent of the Authority’s deposits are in a checking account and certificates of deposit with Legacy Bank —
Pueblo.

Based on the amounts reported on the Statements of Net Position, these deposits are 100.00% of the
Authority’s total deposits at December 31, 2020 and 2019 respectively.

The Authority is subject to the provisions of Colorado Revised Statutes 24-75-601 which is titled “Concerning
Investment in Securities by Public Entities”. This law, among other things, outlines the types of securities that
public entities in Colorado may acquire and hold as investments. These include those items listed above. The
statute also includes a provision limiting any investment to a five-year maturity unless the governing body
authorizes a longer period.

The Authority does not have a formal policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.

NOTE 3 - CAPITAL ASSETS

Capital assets for 2020 consist of the following:

Balance Retirements Balance
January 1 and December 31
2020 Additions Deletions 2020
Machinery and equipment $ 263284 § 63,443 § - $ 326,727
Leasehold improvements 936,373 29,116 - 965,489
Accumulated depreciation (278.387) (113.997) - (392.384)
$ 921270 $  (21.438) $ - $ 899832
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NOTE 3 — CAPITAL ASSETS (Continued)

Capital assets for 2019 consist of the following:

Balance Retirements Balance
January 1 and December 31
2019 Additions Deletions 2019
Machinery and equipment $ 263,284 $ - 95 - 3 263,284
Leasehold improvements 550,217 386,156 = 936,373
Accumulated depreciation (199.692) (78.695) - (278,387)
$ 613809 $§ 307461 § = $ 921270

NOTE 4 - AGUA STOCK

The Authority purchased 11 shares of stock with Arkansas Groundwater Users Association in December 2016
for the purpose of securing priority water access for their wells. The stock is recorded at cost of $96,800.
See note 9 for additional details.

NOTE 5 - ACCOUNTS PAYABLE

Accounts payable for December 31, 2020 and 2019 are comprised of amounts due to the Pueblo County
Treasurer for property taxes of $43,435 and $43,889, respectively, and operating expenses of $32,484 and
$99,009, respectively.

NOTE 6 - SUBLEASE RENTS

The Authority has entered into a master lease with the United State Army which allows the Authority to
sublease certain buildings and other equipment located at the Pueblo Chemical Depot. Effective December 1,
2017, the Authority can use 100% of rents collected for operations. Prior to that date, a portion of all sublease
rents received by the Authority was termed an “offset to consideration” and was recognized as a liability to the
U.S. Army. At no time was the Army’s portion of the sublease rents recognized as revenue by the Authority.
The master lease allowed the Authority to use the Army’s portion of the rents received to make approved
repairs or other improvements depot-wide or to specific sublease property or other leased property. The value
of the repairs offsets the Authority’s liability to the Army. The remaining amount of sublease rent revenues
received, rental of equipment (EDC) and other repairs and improvements reimbursed by the tenants are
considered revenues to the Authority.
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NOTE 7 - DEFINED CONTRIBUTION PENSION PLAN

The Authority contributes to an Internal Revenue Code (IRC) 408(k) plan (the Plan) for all of its full-time
employees and the Plan is administered by E-Trade Securities.

Benefit terms, including contribution requirements, for the Plan are established and may be amended by the
Board of Directors. The Authority has elected to contribute 10% of each employee’s salary with no employee
contributions allowed. For the years ended December 31, 2020 and 2019, employer contributions totaled
$52,269 and $57,288, respectively and the Authority recognized pension expense of $52,269 and $57,288,
respectively.

The employees are fully vested in the Authority’s contributions and the earnings on those contributions.
NOTE 8 - COMMITMENTS AND CONTINGENCIES

In November 1992, the voters of Colorado approved Amendment 1, commonly known as the Taxpayer’s Bill
of Rights (TABOR), which added Section 20 to Article X of the Colorado Constitution. TABOR contains tax,
spending, revenue and debt limitations which apply to the State of Colorado and all local governments except
those which meet the definition of an enterprise. Enterprises, defined as government-owned businesses
authorized to issue revenue bonds and receiving less than 10% annual revenue in grants from all state and
local governments combined, are excluded from the provisions of TABOR.

The amendment is complex and subject to judicial interpretation. The Authority believes it is in compliance
with the requirements of the amendment. The Authority has made certain interpretations of the amendment’s
language in order to determine its compliance.

The Authority is economically dependent on the United States Army since substantially all sublease revenues
of the Authority are generated from property owned by the Army.

The Authority received funding from a federal grant which may be subject to regulatory or other oversight by
the granting agencies. Such oversight may include audit or other compliance procedures. Any adjustments
made by the granting agency would become a liability to the Authority. There are no such proceedings
presently in progress.

NOTE 9 — AGUA STOCK - PRIOR PERIOD ADJUSTMENT

Legal Requirement for Water Augmentation — The concept of augmentation was developed with the passage
of a Colorado law in 1969 called the “Adjudication and Administration Act”. This law integrated under
Colorado Doctrine of Appropriation surface water and tributary ground water so that both sources of water
would be administered according to long established system of priority, which is “first in time is first in nght”.
In the Arkansas River drainage, an over appropriated system, judicially decreed water rights are seldom
allowed to divert if the date of first use, as decreed, is later than 1890. The system was designed to give surety
to the owner of a decreed water right that water would be available when needed for beneficial use.
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NOTE 9 —~ AGUA STOCK PRIOR PERIOD ADJUSTMENT (Continued)

However, with the passage of “1969 Act”, a system was designed to allow for use of water “out of priority” of
the user agrees to replace all water consumed. This replacement is called an Augmentation Plan. An
Augmentation Plan requires the amount of water consumed must be placed into the stream impacted by water
use, by amount and time. This requires an elaborately engineered system that measures and records use, and
replacement water from a senior source. Pueblo Chemical Depot has water wells, of which PuebloPlex will
receive when facilities are transferred, which is the source of the water it uses to replace water used from the
Pueblo Board of Waterworks. To assist with PuebloPlex’ s elaborately engineered system, they purchased 1
share of stock in Arkansas Groundwater Users Association for each of the 11 wells located on the facilities.
This status gives the shareholder priority over participants for an allocation in a drier year. The share is tied to
the well and cannot be transferred or sold separately. These shares were purchased in December 2016 for
$8,800 per share. The purchase of the stock was originally recorded as a reduction of the offset to the Army n
December 2016. The beginning of the year 2019 financial statements has been adjusted to increase assets by
$96,800 and increase net position by $96,800.

NOTE 10 - SUBSEQUENT EVENTS

COVID-19 Pandemic

Subsequent to year-end, the United States and global markets experienced significant declines in value
resulting from the uncertainty caused by the world-wide coronavirus pandemic. The Authority has been
affected by the coronavirus pandemic in a number of ways.

The Authority had to close its facilities for period of time. Different protocols had to be arrived at before the
doors to facilities were reopened.

The Authority has been fortunate that most funding has continued, and no employees have been laid off.

At this time, the effects of any future impacts are unknown and may be significant.
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PUEBLO DEPOT ACTIVITY DEVELOPMENT AUTHORITY
DBA PUEBLOPLEX
STATEMENT OF REVENUES AND EXPENDITURES
AS COMPARED WITH BUDGET
FOR THE YEAR ENDED DECEMBER 31, 2020
Variance with

Actual Final Budget
Budgeted Amounts Budget Positive
Original Final Basis (Negative)
REVENUES
General revenues -
Sublease revenues $ 2,009,452 $§ 2,009,452 $ 2,014,926 § 5,474
Interest 60,000 60,000 70,870 10,870
PCD water revenues 233,649 233,649 233,649 -
Late fees & EDC equipment rent 6,700 6,700 3,184 (3,516)
Cleaning and repairs & miscellaneous 19,990 19,990 11,510 (8,480)
Tenant reimbursements 50,000 50,000 19,312 (30,688)
Intergovernmental grant revenue 1,075,449 1,075,449 697,024 (378,425)
TOTAL REVENUES 3,455,240 3,455,240 3,050,475 (404,765)
EXPENDITURES
Fund and project activities -
Personnel 567,372 567,372 495,344 72,028
Fringe benefits 182,627 182,627 146,839 35,788
Travel 45,000 45,000 5,398 39,602
Equipment 7,500 7,500 74,629 (67,129)
Operating supplies 40,800 40,800 22,018 18,782
Marketing/development expense 38,500 38,500 27,460 11,040
Contract 492,399 492,399 192,654 299,745
Insurance 27,850 27,850 30,467 (2,617)
Utilities 2,500 2,500 250,291 (247,791)
Office rent 3,000 3,000 3,000 -
Property maintenance & repairs 1,120,649 1,120,649 512,671 607,978
Miscellaneous - - 260 (260)
Contingency 150,000 150,000 - 150,000
TOTAL EXPENDITURES 2,678,197 2,678,197 1,761,031 917,166
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES $ 777,043 § 777,043 1,289,444
GAAP BASIS ADJUSTMENT
Bad debt expense (117,000)
Depreciation (113,997)
Capitalized leasehold improvements and equipment 92,559
CHANGE IN NET POSITION $ 1,151,006

The accompanying notes are an integral part of this statement.
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