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DONALD R. MORELAND & ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board oi Directors
West Montrose Sanitation District
Montrose, Colorado 81403

Opinion

We have audited the accompanying financial statements of West Montrose Sanitation
District, as of and for the years ended December 31, 2021 and 2020, and the related
notes to the financial statements which collectively comprise the District’s basic
financial statements as listed in the table of contents.

In our opinion, based on our audit, the financial statements referred to above
present fairly, in all material respects, the financial position of West Montrcse
Sanitation Distriect as c¢f December 31, 2021 and 2020, and the respective changes in
financial position and cash flows thereof for the years then ended in accordance with
acccunting principles generally accepted in the United States of America.

Basis for Opinieon

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America {GRAS). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities fer the Audit of the Financial
Statements section cf our report. We are required to be independent of West Montrose
Sanitation District, and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to cur audits. We believe that the

audit evidence we have obtained is sufficient and appropriate to provide a basis for
~our audit opinions.

Regponsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether
there are conditions oxr events, considered in the aggregate, that raise substantial
doubt about West Montrose Sanitation District’s akility to continue as a going
concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.

Telephone (970) 249-3424  Facsimile {970} 249-3425
1675 East Niagara Road * Montrose, Coiorado 81403
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our cobjectives are to obtain reasonable assurance about whether the financial
statements as a whole are free Ffrom materizl misstatement, whether due to fraud or
error, and to issue an auditor’s repert that includes our opinicn. Reasonable

assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with generally accepted
auditing standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in

the aggregate, they would influence the judgement made by a reascnable user based on
these financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

* Exercise professional judgment and maintain professional skepticism throughout
the audit.

* Identify and assess the risks of material misstatement of the financial
Statements, whether due to fraud or error, and design and perform audit

procedures responsive to those risks. Such precedures include examining, on =
text basis, evidence regarding the amounts and disclosures in the financizl
statements.

* Obtain an understanding of internal control relevant to the audit 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 West Montrose
Sanitation District’s internzl control. Accordingly, no such opinion is
expressed. '

* Evaluate the appropriateness of accounting policies used and the reascnableness
of significart accounting estimates made by management, as well as evaluate the
overall presentation of the financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered
in the aggregate, that raise substantial doubt about West Montrese Sanitation
District’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with thosea charged with governance regarding, among
other matters, the planned Scope and timing of the audit, significant audit findings,
and certain internal control-related matters that we identified during the audit.
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the management’s discussion and znalysis be presented to supplement the basic
financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Beard, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate
operational, economic, or histerical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of
inguiries of management about the methods of preparing the information and comparing
the informaticn for consistency with management’s responses to our inguiries, the
basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinicns on the financial
statements that collectively ccmprise the West Montrose Sanitation District’s basic

financial statements. The supplementary information - revenues and expenditures -
budget and actual is presented for purposes of additional analysis and is not a
reguired part of the basic financial statements. Such information is the

responsibility of management and was derived from and relate directly to the
underlying accounting and cther records used to prepare the basic financial
statements. The information has been subjected to the auditing preocedures applied in
the audit of the basic financizl statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. 1In our
opinion, based on our audit, the information is fairly stated, in all material
respecis in relation to the basic financial statements as a whole.

Jomad R, Doeland ¥ 2otparton, F.C.

Montrose, Colorads
June 13, 2022
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Management’s Discussion and Analysis

As managamant of the West Montrose Sanitaticon District (the District), we
orfrer rsaders of the West Montrose Sanitation District’s financial statemsnts
this narrative overvisw and analysis of the financial activitiss of the West
Montrose Sanitation District for the fiscal vears ended December 31, 2021 and
20z20.

Financial Highlights

. The zsssts of the District sxceeded its lishilitiss and deferrad
inflows of resources at the close of the most recent fiscal vear by
$3,653,573 (net position). ©f this amcunt, $2,413,8628 {(unrestricted
net position) may be ussd to meet the District’s ongoing obligaticons
to citizens and craditers. .2t the clese of the prior fiscal year
the District's net position and unrestricted net positicn were
$3,1832,163 and S1,735,752, respactively.

. The District’s net position for the current fiscal vear increased
{decreased) by $470, 210, mainly the result of increased septage fees
and capital contributicns-tap feses. The District's net position for
the pricr fiscal vear increased (decreased) by S183,746 mainly thes
result ¢f increased septage fees and capital contributicns - tap
fess

. District revenues znd expenses were relatively consistent from 2020

to 2021 with the exception of increased capital contributions-tap
ifees and increased septage fees. Distriet revenues and erXpenses were
relatively consistent from 2019 to 2020 with the exception of
decreased insurance reccvery, increased capital contributions-tap
fees and increased septage fees.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the
West Montrose Sanitation District’s basic financizl statements. The West
Montrose Sanitation District's basic financial statements are presasnted as a
special purpose government engaged only in business type activities -
providing sanitaztion services.

The statement of net position presents information on all of the West
Montrose Sanitation District’s assets and liabilities, with the difference
betwsen the two reported as net peosition. Over time, increases or decreases
in net positicn may serve as a useful indicator of whether the financial
positicn of the West Montrose Sanitation District is improving or
deteriorating.

The statement of revenues, expenses and changes in fund net position presents
information showing how the District’s net position changed during the most
recent fiscal year. BAll changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing
of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal
periods (e.g., =sarned but unused vacation leave).

The statement of cash flows repori the District's cash flows from cperating,
capital and investing activities. BAlso presented are beginning and end of
year cash and cash egquivalents.



The basic financial statemsnts can be found on pages & through 10 of this
report.

Notes to the financial statements. Ths notes provide additional information
that is essential to a full understanding of the data provided in the
financial statements. The notes to the financial statements can be found on
pages 11 through 19 of the report.

Other information. 1In addition to the basic financial statements and
accompanying notes, this report also presents certain supplementary
information concerning the West Montrose Sanitation District’s budgetary
comparisons for revenues and expenditures. Supplementary information can be
found on page 20 of this report.

Financial Analysis

ks noted earlier, net position may serve over time as a useful indicator of a
District’s financial position. In the case of the West Montrose Sanitation
District, assets exceeded liabilities and deferred inflows of resources by
$3,653,573 at the close of the most recent fiscal year.

A significant amount of the District’s net position (approximately 32
percent} reflects its investment in capital assets {(e.g., land, buildings,
equipment, treatment facilities and collection system}. The District uses
these capital assets to provide services to citizens: consequently, these
assets are not available for future spending.

West Montrose Banitation District Net Position

2021 2020
Current assets $2,617,960 1,960,648
Capital assets 1,239,705 1,447,411
Total assets 3,857,665 3,408,059
Current liabilities 134,225 158,054

Total liabilities 134,225 158,054
Deferred inflows of
resources 69,867 66,842
Total deferred inflows
of resources 69,867 64,842
Net position:
Net investment in
capital assets 1,239,705 1,447,411
Unrestricted 2,413,868 1,735,752
Total net position $3,653,573 3,183,163

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

Under the GASE 34 reporting model the audit shows the District's net position
increased (decreased) by $470,410 and $183,746, respectively, during the
years ended December 31, 2021 and 2020. The increase in net position for

2021 and 2020 was due to increased septage fees and capital contributions-tap
fees.



West Montrose Sanitation District Changes in Net Position

2021 z0z20
Ravanuesg
Opsrzting revsnus 2 BgO, Q3@ 338,342
Non-operating ravenus 78,270 82,533
Totzl revenuss OGR, 302 920,875
Expenses:
Cperating sxpensss:
Administrative and gensral 191,700 215,254
Sewsge collection and
Creztment 476, 764 444,024
Depreciztion 226,580 228,425
Non-operating sxpensss
Trzasurar's fess 1,855 1,572
Total sxpenses 296,899 B8%§,379
Income {loss) before contributions 71,410 31,496
Cazpital contributicns - tap fees 399,000 152,250
Change in net position 470,410 183,746
Net poesition - beginning of vear 3,183,163 2,999,417
Net position - end of vear 353,653,573 3,183,163
Total expenses approximated the pricr fiscal yvear. Total expenses for the

prior year

decreased approximately 16

mzinly as a result of decreased sludge removal.

Budgetary highlights

percent from the prior fiscal year

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

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

Capital

Capital
capital
$1,447,411,

assets.
assets as of December 31,

Asset and Debt Administration

respectively,

The West Montrose Sanitation Distxict's investment in
2021 and 2020 amounted to $1,239,705 and
(net of accumulated depreciation).

This investment

in capital assets includes land, land improvements, building, equipment,
treatment facilities and collection system.

There were no major capital assets events during the current and prior year.



West Montrose Sanitation District Capital Assets
(nst of depreciztion)

021 2020
Land S iR4,49p 14,496
Land improvemsnts 8,463
Treatment facility 417,701 537,798
Collection svstam 428,160 h44,449
Building 26,554 2Z,5845
Transpertaticon sguipment 1,34¢
Furniture znd sguipment 113,331 156,777
51,239,705 1,447,411
2dditional information on the District's capital assets can be found in Hote
3 of this report

Economic Factors and Next Year's Budgets and Rates

sconomic condition and outlook for the District in the LUPCOMing year
pears stable. Sanitation fees increased by $2 a menth in 2015 which
increased revenus by zpprozimately $45,000. The District's anticipated
llscticn of property and specific ownership taxes in 2022 will approximate
pricr year. Legal fees, persconnel costs, repairs and maintenznce and
capital cutlay will be increased. These plus other factors were considered
in preparing the District's budget for the 2022 fiscal Year.

Request for information

This financial report is designad to provide a general overview of the West
Montrose Sanitation District's finances for all those with an intersst in the
District's finances. Questions concerning any ©f the information provided in
this report or reguests for additional information should be addressed O
West Montrose Sanitation District, 239 Chipeta Drive, Montrose, Colorado,
81403.
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WEST MONTROSE SANTTATION DISTRICT

STATEMENT OF WET POSITION

Decambesy 31, 2021 znd 2020

2020

L“
3
~1
=
N
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122 g1z
Ezzounts receivablse IR,C228 21,914
Fropsrty taxss racsivable oo, BE7 66,842
Frepaid axpenses 2,757 11,247

TOTEL CURRENT ZSSETS 2,617,860 1,960,648
CAPITRI, RS8ETS
Land 124,496 184,496
Land improvemsnts 26,544 17,001
Treatment facilities 3,022,3¢0 3,022,366
Collection system 1,930,542 1,830,542
Building 68,249 61,592
Transportation sguipment 49,144 49,1424
Furniture and squipment 276,006 273,332
5,557,347 5,538,473
Less accumulated depreciation 4,317,642 4,091,062
PROFERTY, PLANT AND EQUIPMENT - NET 1,239,705 1,447,411
TOTZL ASSETS $ 3,857,665 3,408,059
LIARITITIES
CURRENT LIRBILITIES
Accounts payable 3 31,471 31,855
Customer advances 70,258 89,944
Accrued payroll 11,520 13,608
Payroll taxzes withheld and accrued 3,832 2,932
Accrued compensated absences 17,084 12,715
TOTAL CURRENT LIRBILITIES 134,225 158,054
DEFEREED TNFTOWS COF EESOQURCES
Deferred revenue - property tazses 69,867 66,842
TOTAL DEFERRED INFLOWS CF RESOUPCES 69,867 66,842
NET POSITION
Net investment in capital assets 1,239,705 1,447,411
Unrestricted 2,413,868 1,735,752
TOTAL NET POSITION $ 3,653,573 3,183,163

See Notes to Financial Statements.




WEST MONTROSE SANITATION DISTRICT
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STATEMENT OF REVENUES, LXPENSES AND CHANGES IN TUND NET POSITION
For ths vesars zndsd Dezcembar 24, 2021 and 2020
2021 2020
QEEREZTING REVENTIE
Sznitaztion If=z=zs 3 586,082 573,304
Septags fs=s Z&p, 221 252,005
F=ntel incoms 4,394 o, 000
Other incoms 12,310 5,043
TOTAL QTPEFATING REVENUSS ggoe,02¢% B2E8, 342
OTERBTING EXFENSES
Salariss and wages 204,540 285,350
24,426 23,412
;853 72,036
1,753 2,830
17,182 12,602
BEccounting and audit fzes 10,70¢ 10,650
Lagal fess 44,247 63,431
Consultant fess 3,826 3,956
Election =xpenses 1,747
Bank fess 5,365 6,512
Miscellansous 4,049 2,411
Office supplies 7,117 6,276
Postage 5,224 4,281
Supplies 11,608 7,943
Telephone 7,774 7,347
Utilities 85,766 82,038
Pepairs and maintenance 50,846 49,188
Trzining 4,212
Depreciation 226,580 228,429
Vehicle expense 6,960 5,655
TOTAL OPERATING EXPENSES 895,044 £87,807
OPEPATING INCOME (LOSS) (6,005) (458,465)
NOW-COPERATING PEVENUE (EXPENSES)
Investment incoms 625 8,600
Property and specific ownership tax 7,645 933
Treasurer's fees {1,855) (1,572)
NET WON-OPERATING REVENUE (EXPENSE) 77,415 80,961
NET INCOME (LOSS) BEFCRE CONTRIBUTIONS 71,410 31,496
CAPITAL CONTRIBUTIONS - TAP FEES 399,000 152,250
CHANGE IN NET POSITION 470,410 1B3, 746
NET POSITION, January 1 3,183,163 2,999,417
WET POSITION, December 21 3 2,653,573 3,183,163

See Notes to Financial Statements.
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For ths yeers sndsdeDzcamber 21, 2021 znd 2020

CASH FLOWS FROM CAPTITAT, BND FINANCING ACTIVITIES:

ition and comstruction of caspital ass=t

1
9]
fie]
- e
i
7
'_l
T
pu
7]

Cepital comtributions - tap fees

KET CASE FROVIDED EY (USED IN) FINANCING ACTIVITIES

CASE FLOWS FROM INVESTING ACTIVITIES:

Purchase of investment
Investmsnt inccome raceivad
NET CASH PROVIDED BY INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS
CASH BWD CASH EQUIVALENTS, January 1
CASH AND CASH EQUIVALENTS, Decsmber 31

Reconciliation of operating income (loss) to net cash
provided by (used in} operating activities:
Operating income (loss)
Adjustments to reconcile net income to net
cash provided by operzting activities:
Depreciation
Changes in assets and lisbilities:
(Increase) decrease in accounts receivable
{Increase) decrease in prepaid ezpenses
Increase (decrease) in accounts payable
Increzse (decrsase} in customer advances
Increase (decrsase)} in accrued payrell
Increase (decrease) in payroll tazes
withheld and accrued
Increase (decrease) in accrued compensated
absences

See Notes to Financial Statements.
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S

2020

75,790 72,350
75,790 72,359
(18,874) (82,0043
389,000 152,250
280,126 70,246
(566,337) (507,717
1,625 §,600
(564,712} (459,117
£3,129 (120,724
488,770 609,494
571,859 488,770
{€6,003) {49,465)
226,580 228,429
(6,311) (9,476}
1,490 {2,316)
1384) 23,621
{12,686) 44,242
(2,088) (526)
960 402
{2,631) 871
191,925 235,788
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NOTES

TO FINANCT
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EASIS OF PRESENTATION, BASIS COF ACCOUNTING

Propristary zfunds distinguish operating revsnues and grxpensaes from
nonoperating items. Operating revenuss and =xpenses gensrally rasult
from providing ssrviess and producing  and delivering goods in
cocnnection with a proprietary fund's principal ongoing oparations. The
principal cperating revenues of the District are charges to customers
for salss and services. Operating expenses for proprietary funds
include the cost of sales and services, administrative sxpenses, and
depreciacticon on capital assets. Rll revenues and expenses not meeting
this definiticn are reported as nonopersting ravenues and 2¥penses.

When Lboth restrictsd and unrestricted rescurces are available ior use,
it is the District’s policy tec use restricted resources first, then
unrestrictad rescurces as they are neesded.

MEASUREMENT FOCUS, BASIS QF ACCCUNTING

Proprietary Fund Financial Statements. The ©proprietary fund
financial statements are reported wusing the economic rescurces
measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time

liabilities are incurred, regardless of when the related cash flows
take place.

X
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taxzes are levied on Decambar
iollowing January 1. They ar
¥ fulil by April 20 or in two equal installments due
February 28 and June 15. Propesrty taxes lavied in the current year
and collected in the following year are reported as a receivable at
December 31, net of an estimated uncollectible portion.

-
4
=2

as a lien on property

)

Capital ass . Purchased or constructed capital assats are reporiad
&t cost or imated historical cost. Constructicn costs are
increased by interest incurred on bonds during the censtruction
pericd and reduced by earnings from the investment of the unezxpended
bond proceeds. Donated capital assets are recorded at their
estimated fair value at the date of donaticn. The cost of nermal
maintenance and repairs that do not add to the value of the asset

2ts
esi

or
materially extend assets’ lives are not capitalized.
Depreciation is calculated using the straight-line method over the
estimated useful lives. Capital assets acquired by capital lease are

depreciated over the estimated useful lives and are includad in
depreciation expense. The estimated useful lives are as follows:

Treatment facilities 5 - 25 years

Collecticon system 40 yesars

Building 40 years

Furniture and squipment 5 - 20 years

Transportation equipment 4 years

Land improvemsnts 10 years
Compensated absences. The 1liability for compensated absences
consists of wunmpaid, accumulated annual leave balances. The

liebility has been calculated using the vesting method, in which
leave amounts Zor both employees who currently are eligible to
receive termination payments and other employees whe are expected to
become eligible in the future to receive such payments upon
termination are included.

12



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIZI, STZTEMENTS (continuad)
Dacamber 31, 2021 znd 2070
1 - SUMMZRY OF SIGNIFPICENT ZOCOUNTING POLICIES icontinuad)

a3

158

,

+
(]
o]

Fri To Decsmber 31, the budgst is adopizd and sppropriztions
are avthorized by resclution at the fund level For 211 funds.
The lagal level of budgsting contrel is 3t the individual fund
level for 3ll funds

Budgets are adopted on a basis consistent with gansrally
accepted accounting principles (GERP) =sxcept that capital
cutlays ars budgeted as expenditurss, no preovision is made
for depreciation and advance refundings are not budgstad.
Expenditures may nct legally excsed appropriaticns at the fund
level Th=z Board of Directors may increass or decrease the
budget and appropriaticns during the year within restricticns

imposed by the District and laws of the State of Colorado.
Budget amcunts included in the financial statements ars based on
the final, legally amended budget.

Appropriations lapse at the end of the vyear, and the Board of
Directors may adopt supplemental appropriations dur ing the year
For 2021 and 2020, supplemental appropriations were not adopt ed

Originally adopted budgeLed

expenditures, amendments and the
final amended budgeted expendit
r

ures for the yszar ended
as

December 31, 2021 and 7070 are follows:
ORIGINAL FINAL
pUDGET AMENDMENT BUDGET
Enterpriss Fund - 2021 31,256,000 1,256,000
Enterprise Fund - 2020 $1,267,390 1,267,380

Reclassifications. Certain amounts presented in the prior year data
may have been reclassified in order to be consistent with the
current year’s presentation.

13



WEST MONTROSE SANITATION DISTRICT

NOTES TO rINANCIZI 3TATEMENTS (continuad)
December 21, 2021 znd 2020
2 - DEPOSTITS WITH FINANCIZL INSTITUTIONS AND INVESTMENTS
s
Colorade Pablic Deposit Frotection Act  (PDPEY, raguires that zll
1ts of local govsromenc deposit cash in =2ligibls public dspositoriss
Zligikility is determinad by state regulators.  Zmounts on deposit in
excess  of  fadsral insurance levels must be oollaterzli-ed. Ths
eligible collzisral is deaterminad by  the PDPR. FDFR allows  the
i tut ingl 211 public funds.
i or held in trust
The markst vzlus
aggregate uninsured
Custodial Credit Risks - Daposits
Custodial credit risk is the risk that in ths svent of a bank failure,
the District's dsposits may not be returnsd to it. The District does
not have a deposit policy for custodial credit risk. As of December
31, 2021 -and 2020 none of the District's bank balances of $571,3%8
and S$S3832,883, respectively, were exposed to custodial credit risk as
$417,910 and $354,336, respectivsly, were insured and $153,488 =and
$29,557, respectively, were collateralized by sscurities pledged by
financial imstituticns.
Et December 31, 2021 and 2020 the carryving amount of the District's
deposits were presented on the balance sheet as follows:
2021 2029
Cash and cash equivalents 5 571,899 488,770
Investments
As of December 31, 2021 and 2020, the bpistrict had the following
investments:
MATUORITIES FATR VALUE
2021 2020
CSAFE W/A $1,927,479 1,361,063

s of December 31,
and $1,361,063,

2021 sand 2020,

respectively, in CSAEFE, an

the District has invasted $1, 927,479

investment vehicle

established for local government entities in Colorado pursuant to Part
7 of Article 75 of Title 24 of the Colorado Revised Statutes, to pool

surplus funds for invsstment purposes.
is the szme
custodial bank
connection with

of the position in the pool
shares. The designated
depository services in
withdrawal functions.

the

CSRAFE operates similarly te a
mengy market fund and each share is equal in value to $1.00.
as the walue of
provides
direct
Substantially all securities owned by the pool

The value
the pool
safelkeeping and
investment and

are held by the Federal Reserve Bank in the account naintained for the

custodizl bank. The custodian’s
investments owned by the pool.

internal

records

identify the



WEST MONTROSE SANITATION DISTRICT
NOTES TO FINANCIRI, STATEMENTS {continu=d)
Decsmibbsxy 31, 2021 and 2020

— DEPOSITSE WITH FINZNCIT

TUTTIONS AND INVESTMENTS (continued)

Lo opEre

mav bs ob

CS2FR

1675 Broadwsy, 3uite 500
Denver, CO &0ZDZ

t has 3 fcrmal investment policy
maturitiszs to years irom date of
managing its gir wvalue losses ari
interest rates.

Credit risk

Colorado statutes specify investment instruments meeting defined rating
and risk criteria in which local government entities may invest
agency securities; certain internaticnal agency securities; general

ebligaticn and revenue bonds of U.S. local government entities;
bankers' acceptances o©f certain banks; co r01aT paper; local
gOVErnment investment pools; written r=D1rcha agreemsnts
collateralized by certain authorized securities; certain money market
funds; and guaranteed investment contracts. The District's general
investment policy is to apply the prudent-perscn rulse: Prudence and
protection of District funds are the primary criteria. BAll investments
and bid requssts for investments are predicated on liguidity, yield,
safety and interest of lccal econcmy. As o©f December 31, 2020 and

2019, the District’s investment in CSAFE, a 2a7-like investment pool,
was rated ARLm by Standard & Poors.

Concentration of credit risk
The District limits the amcunt that may be invested in commercial paper
to no more than 50% of invested funds, effective Rugust 9, 2013. More
than 5 percent of the District’s investments are in CSAFE. At December

31, 2021 &and 2020, CSAFE represented 100% of the District’s
investments.

These investments are presented on the balance’sheet as follows:

2021 2020
Investmaents 81,927,479 1,361,063

$1,927,479 1,361,063
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MONTROSE SANITATION DISTRICT

IO FINAWCIAL STRTEMENTS {concinusd)
mosr 31, 2021 and 2020

ra

EPOSTTS WITH FINANCIAZT INSTITUTIONS ZND INVESTMENTS (continued)
Fair valuz me

Fovernment 2 (GRSE X)) Fair
Velu=s Meszs grarchy of inputs to
valuztion znd reguirss
disclosuras easuremehts: The
lzv=2l of fai Rocording to
GRAIE 72, = other szs==2t that (z2)
a incoms °r profit and
(- its zbility to
ganerats cast

The District dance with GzSE 72,
which estab valus, providas
additional disciosures abc
fair valus measursmentcs

The District’s investments and derivative instruments are measured at
fair value on a recurring basis. Fair valus measurements ars

categorized based on the valuation inputs used to measurs fair valus of
se

assets and liabilitises as follows.
Lezvel 1 - Qucted prices in active markets for identical securities.
Level Z -~ Prices determined using other significant cbservabls inputs.

Observable inputs are inputs that reflect <the assumpticns market
participants wculd use in pricing a security zand are developed based on
markst data obtained from scurces independent of the reporting entity.
These may includs quoted prices for similar securities, interest rates,
Erepayment speeds, credit risk, and others. Debt securities are valued
in &accordance with the evaluated bid price supplied by the pricing

service and generally cQtagDrlzed as Level 2 in the hierarchy.

Level 3 -~ Prices determinsd using significant unobservable inputs.
Uncbservable inputs are inputs that reflect the reporting antity’s own
assumptions abcut the factors market participants would use in pricing
the security and would be based on the best information available under
the circumstances.

The following table reflects the fair wvalue of the Dist
investments and derivative instruments as of December 31, 2021 and
2020:

2021
Lssets Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
CSLFE 51,927,479
Total investments $1,927,479
2020
Essets Fair Value Measurenment Using
Total Level 1 Level 2 Level 3
Investments
CSAFE $1,361,063

Total investments $1,361,063
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WEST MONTROSE SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS {ocontinuad)

D 1, 2021 and 2020

Deosmber

2 - DEPOSITS WITHE FINANCIZI INSTITUTIONS AND INVESTMENTS {continuad)
{continusd)
ended Dagsmbar 31, 2021 and 2070, the Districr
local govermmant investmant pocl. 1
ss=2t value and is designsd to appro
ard of Trustszs, =21=2ctad v ths
2 ths management oFf OS5
ds and policizs, CSEFE i
h a convenisnt mathed £
lv chossn to provids mas
still maximizing intersst zarnings
3 -

¢r the yvears andsd December 21, 2020 and zZ01¢

Beginning Ending
Balances Increases Decreases Balances
2021
Capital asssts not
besing deprsciated:
Land and easements S 184,496 184,406
Czpital asssts besing
depreciated
Land improvemsnts 17,001 9,543 26,544
Trzatment facilitiss 3,022,366 3,022,266
Collection systeam 1,930,542 1,530,542
Building 61,592 &, €57 €£5,249
Transportation 2quipmsnt 49,144 45,144
Furniturs and sguipmsnt 273,332 2,674 276,006
Total capital asssts
beaing depreciated 5,353,977 18,874 5,372,851
depreciation for:
Land improvements 17,001 30 17,081
Trezatment facilities 2,484,568 120,097 2,604,665
Collection system 1,386,093 56,289 1,442,382
Building 35,047 2,648 41,695
Transportation equipmsnt 47,798 1,346 49,144
Furniture znd zguipment 116,555 46,120 162,675
Total accumulzated
depreciaticn 4,091,062 226,580 4,317,642
Total cepital zssats, net S1,447,411 (207,706) 1,239,705
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WEST MONTROSE SANITATION DISTRICT

NOTE2 TOQ FINAWCIAL STATEMENTZ {continusd)
December 21, Z0Z1 and 2020
3 - CREPITREL RSSETR (continusdd
2020
Tapitsl zss not
bzing deprzcisted:
Lznd znd =zsamen F 15£ 400 124,406
Cepital zsszts b
depraciztzad
Lznd improvemsnts 17,001
Trzztment Ifzcilitiszss -,0--,"( 3
Collection syveizsm 1,830,542 1
Office building cl, 582
Transportation sguipmsnt 49,144
Furniturs and 2guipment 186,141 82,004 4,813
Totzl cepitzl zssets
being depraciated 5,276,786 8z,004 4,833 5,353,977
dapraciation Zor:
Lznd improvemsnts 17,001 17,001
Treatmsnt facilities 2,343,018 140,649 2,434,568
Collzction systenm 1,229,686 56,407 1,386,092
Office building 36,674 2,373 39,047
Trznsportation squipment 42,415 5,383 47,748
Furniture and sguipmant 87,751 4,813 23,617 11e,555
Total accumulated
deprzciation 3,867,446 4,813 228,420 4,081,082
Total ¢epitel asssts, nst $1,5 g83¢ 77,181 223,616 1,447,433
4 - SHORT-TERM DEBT
The District had no short-term debt during the years ended December 31,
zZ021 and 2020

5 - SPENDING 2AND DEBET LIMITATIONS

The State Constitution, Article ¥, Secticn 20, has several limitations
regarding revenue raising, spending abilities, and other spacific
requirements of state and lccal govermments. The Section is complax and
subject to judicial interpretation. It is thes opinicn of man agement and

the District's attorney that the District’s sewage activity

enterprise within the meaning of Article ¥, Section 20, and i3 not
subject to the revenus limitaticns nor required to establish the
emergency reserves but is subject to the property taxz limitations

contained therein.

& - RISK MANAGEMENT

The Dis rlct is ezposed to risks of loss related to torts; theft of,
damage t¢, and destruction of assets; errors and omissions; injuries to

employses; and natural disasters. Such exposure, except Ior

collection system, 1is covered by purchase of commercial insurance,
including worker's compensation. Settled claims resulting from these
risks have not exceeded commercial insurance coverage in any of the past

three fiscal years.
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WEST MONTROSE SANITATION DISTRICT

S TO FINZNCIRL STATEMENTS {continued)
mpsr 31, 2071 znd 2020

EMZLOYEES!

The Di ployvess
in T slorzdo
Ratir mple
raztirsm ipality
mzyv ch enefits
depand vestmant
sarnings Emp diately
AZssociation rules istrict
contributs R%  of ons  and
contribution requ CCOERA
and would have o

The District's contribution losses and
changss in fair market valus of plan of 50%
Per yv2ar Employ vasted
immsdiztely. Nonv rminaticn of
employment and such or the
smplover’s contribution ember 31,
2021 znd 2020, thers

The District's total payrcll for 2021 and 2020 was $304,5490 and 5295, 350,
respectively. The District's contributions were ealculatead using the
covered payroll of 5272,150 and $269,075 for 2021 and 2020, respectively.
Both the District and the covered employess made the &% contribution,
amcunting to $21,772 for 2021 and $21,526 for 2020 from each source, or
543,544 and $43,052 in total for 2021 and 2020, respectively. The plzan
had five plan members for 2021 and four plan members for 2020.

The District had no liability to the plan at December 31, 2021 and 2020.

— SUBSEQUENT EVENTS

Subsequent events were evaluated through June 13, 2022 which is the date
the financial statements were available to be issued.

In 2021 and 2022, domestic and international economiss faced uncertainty
related to the COVID-19 pandemic. The District may be adversely affected
through a delay in collection of charges and negative impacts on
operaticns. Howsver, the related financial impact cannot be reasonzbly
estimated at this time.
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SUPPLEMENTARY INFORMATION

REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
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