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INDEPENDENT AUDITOR’'S REPORT



DONALD R. MORELAND & ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors

West Montrose Sanitation District
Montrose, Colorade 21403

Opinion

We have audited the accompanying financial statements of West Montross Sanitation
District, as of and for the vears ended December 31, 2022 and 2021, 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 resferred to above
present fairly, in all material respects, the financial position of West Montrose
Sanitation District as of December 31, 2022 and 2021, 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.

Basis for Opinion

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 for the Audit of the Financial
Statements section of our report. We are required to be independent of West Mcntrose
Sanitation District, and to meet cur other ethical responsibilities, in accordance
with the relevant esthical reguirements relating to ocur audits. We believe that the
audit evidence we have cbtained is sufficient and appropriate to provide a basis for
our audit opinions.

Responsibilities 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 Unitad
States of America, and for the design, implementation, and maintenance of intsrnal
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 cor events, considered in the aggregate, that raise substantial
doubt about West Montrose Sanitation District’s ability to continue as a going
concern for twelve months beyond the financial stat=ment 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, Colorado 81401
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Auditor’s Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain resasonable assurance szbout whather ths finzancial
statements as a whole are free from material misstatement, whether due to fraud or
error, and te issus an auditor’s report that includes our opinicn. Reasonable
assurance is & high lsvel of assurance but is not absclute assurance and therefors is
net a guarantes 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
cne 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 professicnal 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 procedures include examining, on a

text basis, evidence regarding the amounts and disclosures in the financial
statements.

* Obtzin 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 internal ccntrol. Accordingly, no such opinion 1is
expressed.

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

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

We are required to communicate with those 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 auvdit.
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Board of Directors
West Montrose Sanitavion District
Fags Thres

Required Supplementary Information

Accounting principles srally accepted in the United States of Zmerica require that
the management’s discussion and analysis be presented to supplement the basic
financial statemsnts. Such information is the responsibility of management and,
although not a part f the basic financial statemsnts, is required by the
Governmental Accounting Standards Board, who considers it to be an essantial 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
ingquiries of management about the methods of preparing the information and comparing
the inrormaticn for consistency with management’s responses to our inguiries, the
basic financial statements, and other knowledge we cobtained 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.

0
!D

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the West Montrose Sanitation Districti’s basic

financial statements. The supplementary information - revenues and expenditures -
budget and actual is presented for purposes of additional analysis and is not =
required part of the basic financial statements. Such infcrmation i1s the

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

Donddh R, Mowharfl * daowedey, P,

Montrose, Colorado
June 5, 2023



MANAGEMENT' S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the West Montrose Sanitation District (the District), ws

offer readers of the West Montreose Sanitation District’s financial stataments

this narrative overview and analyvsis of the financial activities of the Wast

Montrose Sanitation District for the fiscal yesars esnded December 31, 2022 and

z0z1.

Financial Highlights

. The assets of the District excesded its liabilities and deferred

inflows of rescurces at the close of the most recent fiscal year by
$3,6321,116 {(net position). Of this amount, $2,615, 684 (unrestricted

nst position) may be used To meet the District’s ongeing obligations
to citizens and creditors. At the close of the prior fiscal year
the District's net position and unrestricted net positicn were
$3,653,573 and $2,413,868, respectively.

. The District’s net position for the current fiscal year increasad
(decreased} by 5{(22,457), mainly the result of decreased septage
fees and incresased repairs and maintenance and sludge removal.

The District's net position for the prior fiscal year incresased
{decreased} by $470,410 mainly the result of increased septage fees
and capital contributions - tap fees.

. District revenues and expenses were relatively consistent from 2021
toe 2022 with the exception of increased repair reimbursement,
decreased septage fees, and increased repairs and maintenance and
sludge removal. District revenues and expenses were relatively
consistent from 2020 to 2021 with the exception of increased capital
contributions-tap fees and increased septage fees.

Overview of the Financizl Statements

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

The statement of net position presents information cn all of the West

- Montrose Sanitation District’s assets and liabilities, with the difference
between the two repcrted as net position. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial
position of the West Montrose Sanitation District is improving or
deteriorating.

The statement of revenuss, expenses and changes in fund net position presents
information showing how the District’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. Thus, revenues and expenses are repcrted in this
statement for some items that will only result in cash flows in future fiscal
pericds {e.g., earned but unused vacation leave).

The statement of cash flows report the District's cash flows from operating,
capital and investing activities. Also presented are beginning and end of
year cash and cash eguivalents.



Notes to the financial statements. The notes provide additicnal information
that is essential to a full undsrstanding ¢Ff the data provided in the
iinancizal statements. The notes to the financial statsments can be found on
pages 11 through 19 of ths report.

Other informationr. In addition to the basic financizl statements and
accompanying notes, this report also presents certain supplemantary
ipformation concerning the West Montross Sanitation District’s budgetary
comparisons for revenues and expenditures Supplementary information can be
fcund on pags 20 of this report

Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a
District’s financial position. 1In the case of tha West Montrose Sanitacion
District, assets exceeded liabilities and deferred inflows of resources by
$3,631,116 at the close of the most recent fiscal year.

A significant amount of the District’s net position (approzimately 28
percent) reflects its investment in capital assets (e.g., land, buildings,
eduipmeant, treatment facilities and collecticn system). The District uses
these capital assets to provide services to citizens; conseguently, these
assets are not avalilable for future spending.

West Montrose Sanitation District Net Position

2022 2021
Current assets $2,823,646 2,617,960
Capital assets 1,015,432 1,239,705
Total assets 3,839,078 3,857,665
Current liabilities 132,364 134,225
Total liabilities 132,364 134,225
Deferred inflows of
resources 75,598 £9,867
Total deferred inflows
of resources 75,598 69,867
Net positicn:
Net investment in
capital assets 1,015,432 1,239,705
Unrestricted 2,615,684 2,413,368

Total net position $3,631,116 3,653,573

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

Under the GASBE 34 reporting model the audit shows the District's net position
increased {decreased) by $(22,457) and $470,410, respectively, during the
years ended December 31, 2022 and 2021. The decrease in net position for
2022 was due to increased repairs and maintenance and sludge removal. The
increase in net position for 2021 was due to increased septage fees and
capital contributions-tap fees.



West Montrose Sanitation District Changes in Net Position

2022 2021
Revenuss
Operating revenus $ 855,422 8BS, 038
Non-opsrating ravenue 113,533 72,270
Total revenuss S9G8, 0955 268, 309
Expenses:

Operating sxpsnses: :
Zdministrative and general 177,868 121,700
Sewage collection and

Treatmant 999,472 476,764
Depreciation 224,72 226,580

Non-operating =xpenses:

Treasurer's fees 1,874 1,855
Totzal expenses 1,403,487 896,899

Income (loss) beifiore contributicons (434,532) 71,410
Capital contributions - tap fees 412,075 389, 000
Change in net position (22,457) 470,410

Net position - beginning of year 3,653,573 3,183,163
Net position - end of year $3,631,116 3,653,573

Total expenses approximated the prior fiscal year with the exception of
increased repzirs and maintenance and sludge removal. Total expenses for the
prior year increased approxzimately 8 percent from the prior fiscal year
mainly as a result of increased employee costs.

Budgetary highlights

Changes betwsen actual revenues and budgsted amounts were primarily due to
increased capital contributions-tap fees and repair reimbursement.

Changes between actual expenses and budgeted amounts were primarily due to
decreased capital outlay and increased sewage collection and treatment
suppliss and expense.

Capital Asset and Debt Adminisﬁration

Capital assets. The West Montrose Sanitation District's investment in
capitzal assets as of December 31, 2022 and 2021 amounted to $1,015,432 and
51,239,705, respectively, (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
(net of dspreciztion)

2022 2021

Land $ 134,456 184,406
Land improvamsnts 2,509 9,463
Treatment facilitwy 287,939 417,701
Collection svstam 423,399 428,160
Building Z3,515 26,554
Furniture and 2qulipment 77,574 113,331

51,015,432 1,238,705

2dditicnal information on the District's capital asssts can be feund in Note
3 of this report.

Economic Factors and Next Year's Budgets and Rates

The economic condition and cutlock for the District in the upcoeming year
appears stable. Sanitaticn fess increased by $2 a month in 2015 which
increased revenue by approxmimately $45,000. The Districi's anticipated
collection of property and specific ownership taxes in 2023 will increase
approximately $9,500 from the prior year. Legal fees, psrsonnel costs,
repairs and maintenance and capital outlay will be increased. These plus
other factcrs were considered in preparing the District's budget for the 2023
fiscal year.

Request for information

This financial repcrt is designed to provide a general overview of the West
Montrose Sanitation District's finances for all those with an interest in the
Cistrict's finances. Questions concerning any of the information provided in
this report or regquests for additional information should be addresssd to
West Montrose Sanitation District, 239 Chipeta Drive, Montrose, Colorado,
81403.
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WEST MONTROSE SANTTATION DISTRICT
ATEMENT OF NET POSITICON

wecamber 31, 2022 and 2021
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Investmsnts

Dus from other goveraments
Accounts receivable
Property taxes receivabls

Prepaid =xpenses

TOTAL CURRENT ASSETS

CAPITAL ASSETS

Land

Land improvements
Treatment facilities
Collection system
Building

Transportaticn equipment

Furniture and edquipment

Less accumulated depreciation

PROPERTY, PLANT AND EQUIPMENT - NWET

LIABILITIES

CURRENT LIZBILITIES
Accounts payable
Customer advances

Bccrued payroll

Payroll taxes withheld and accrued

Rccrued compensatad absences

TOTAL ASSETS 3

TOTAL CURRENT LIABILITIES

DEFERRED TNWFLCWS OF RESOURCES

Deferred revenue - property taxes

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION

Net investment in capital assets

Unrestricted

TOTAL NET POSITION $

See Notes to Financial Statements.

2022 2021

671,903 571,899
1,960,650 1,927,47¢
844 33

102,250 3g, 20
75,598 £0,867
12,501 9,757
2,823,646 2,617,560
184,496 134,296
26,544 26,544
3,022,366 3,022,366
1,930,542 1,930,542
68,249 63,249
49,144 19,144
276,006 276,006
5,557,347 5,557,347
4,541,915 4,317, 642
1,015,432 1,239,705
3,839,078 3,857, 665
129,726 31,471
65,937 70, 258
13,112 11,520
4,370 3,892
19,219 17,084
132,364 134,235
75,598 69,867
75,598 69,867
1,015,432 1,239,705
2,615,684 2,413,868
3,631,116 3,653,573




WEST MONTROSE SANTTATION DISTRICT

STATEMENT OF REVENUES, EXFENSES AND CHANGER IN FUND NET POSITION

3]
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vears ended December 31, 2022 and 2021

QPERLTING REVENUE

Repair reimbursement
Other incoms
TOTAL CPERLZTING REVENUELES
OPERATING EXDPENSES

Salaries and wages

0

Fayroll tax expense
Employee benefits
Licenses and permits
Insurance
Accounting and azudit fees
Legal feés
Consultant fees
Colleaction system study
Election expenses
Bank fees
Miscellansous
Office supplies
Postage
Supplies
Telephaone
Utilities
Repairs and maintenance
Sudge removal
Training
Depreciation
Vehicle expense
TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)
HON-OPERATING REVEWUE (EXPENSES}

Investment income
Property and specific ownership tax
Treasurer's fees
NET NON-OPERATING REVENUE (EXPENSE)
NET INCCME {LOSS) BEFORE COWTRIBUTIONS
CAPITAL CCNWNTRIBUTIONS - TAP FEES

CHANGE IN NET POSITICN
NET POSITION, January 1

NET POSITION, December 31

See Notes to Financial Statements.
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4,396
81,552
18,165 12,310
§55,422 869, 03¢
332,099 304,540
25,844 24,426
71,242 71,853
1,693 1,753
18,920 17,189
14,994 10,709
14,151 44,247
3,956 3,926
52,360
114
6,030 5,365
5,264 4,949
7,672 7,117
2,411 5,228
9,041 11,608
7,341 7,774
83,440 §5,766
206,839 50,846
300,894
8,286 4,212
224,273 226,580
4,740 6,960
1,401,613 895,044
(546,191) (6,005)
33,377 1,625
80,156 77,645
(1,874) {1,B55)
111,659 77,415
(434,532) 71,410
412,075 399,000
(22,457) 470,410
3,653,573 3,183,163
3,631,116 3,653,573




WEST MONTROSE SANITATION DISTRICT
STATEMENT OF CASH FLOWS

For ths years ended December 31, 2022 and 2021

CASH FLOWS FROM OPERZTING ACTIVITIZS:

Raceipts from user charges
Payments to suppliers for goods and ssrvices
Favm=nts to emplovees

NET CASH PROVIDED BY (USED IN) OPERARTING AQTIVITIES

g
]
0
'
D
N
rr
o
o1
fin]
o
w
]
(o
2]
I_l.
h
-
e}
(8}
=
et
J{t}
=
m
=3
|_I‘
'g
I
u
Ed
|
]
o
r+

CASH FLOWS FROM CRAPITAT ZND FINANCING ACTIVITIES:

Acquisition and construction of capital assets
Capital contributions - tap fees
NET CASHE PROVIDED BY (USED IN) FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIERS:

Purchase of investment

Investment income received
NET CASH PROVIDED BY INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS
CASH RND CASH EQUIVALENTS, January 1
CASH AND CASH EQUIVALENTS, December 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 operating activities:
Depreciaticn
Changes in assets and lighilities:
{(Increase} decrease in accounts receivable
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in customer advances
Increase (decrease) in accrued payroll
Increase (decrease) in payroll taxes
withheld and accrued

Increase (decrease) in accrued compensated

absences

See Notes to Financial Statements.
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2022 021
787,076 §a3,04z
(752, 644) (266, 539)
(424, 980) (404,5789)
(390,548) 161,925
78,171 75,790
78,171 75,790
(18,874}
412,075 399,000
412,075 380,126
(33,171) (566,337)
33,377 1,625
206 (564,712)
99,904 83,129
571,899 488,770
671,803 571,859
(546,191) (6,005)
224,273 226,580
(64,025) (6,311)
(2,744) 1,490
(1,745} (384)
(4,321} (19, 686}
1,592 (2,088)
478
960
2,135 (2,8631)
(390,548) 191,925
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WEST MONTROSE SANITATION DISTRICT
NOTES TO FINZNCIZI, STATEMENTS
Pecamber 31, 2022 and 2021

1 - SUMMAERY OF SIGNIFICIZNT ACCOUNTING POLICIES

I

Financial Reporting Entity
The West Montrose Sanitation D a a
district under tha laws of th2 State of Colorade with zn
board of five dirscters. The Distri

services for the
boundaries and s
District hava be
accounting principlss (GRZP) as applicable to govermmantal
The Governmental Zccc

*
M

residences zand businssses within the DlS
age services. The financial statements

T~
Fard

1ot p'uvides sswadge ool

prepared in conformity with generally accsp

unting Standards Board (GASE) is the accep

standard-setting body Ifor estaklishing governmental accounting and

financial reporting principles. The financial statements

o the

District consist only of the enterprise fund of the District, a
primary government. Based on criteria set forth bv GASB, there are
no compenent units for which the District is financially accountable.

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses ganerally result
from providing services and producing and delivering goods in
connaction with a proprietary fund's principal ongoing coperations. The
principal operating revenues of the District are charges to customers
for sales and services. Cperating expenses for proprietary funds

include the cost of sales and services, administrative sxpens
depreciation on capital assets. A&ll revenues and expenses not

2s, and
mesting

this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available

or use,

it is the District’'s policy to use restricted rescurces first, then

unrestricted rescurces as they are needed,

C. MERSUREMENT FOCUS, BASIS OF ACCQUNTING

Proprietary Fund Financial Statemeants. The proprietary fund
financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are

recorded when earned and expenses are recorded at th

e time

liabilities are incurred, regardless of when the related cash flows

take place.
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WEST MONTROSE SANITATION DISTRICT

NOTES TG FINANCIAL STATEMENTS (continued)
Decambeyxr 31, 2022 and Z0Z1

1

SUMMARY OF SIGNIFICANT ZCCOUNTING POLICIES (continusd)

= I
ash sguitvalents. The District consider

Casit and o . s all cash on hand,
demand dsposits and short-term highly liguid invastments with an
criginal maturity cf thres months or less to be cash asquivalents

[

Investments., It
deposits with

guarantsed by ¢
paper. Investman

Crn

the District's policy to invest in
registered broker-dealers, securitci ]

Federal government or its agenciss and commercial

s, if any, ars statad at fair valus.

T
oo =

Allowance for doubtful accounts. The District considers all accounts
reczivable collectible and, accordingly, provides no zllowance for
doubtful accounts.

Froperty taxes receivable. Property taxxes are levied on December 22
and attach as a lien on property the following January 1. They are
pavable in full by Zpril 30 or in two equal installments dus
February 28 and June 15. . Property taxes levied in the current vear
and collected in the fellowing year are reported as a receivable at
December 31, net of an estimated uncollectible portion.

Capital assets. Purchased or constructed capital assets are reported
at cost or estimated historical cost. Construction costs are
increased by interest incurred on bonds during the constructicn
period and reduced by earnings from the investment of the unexpended
bond proceeds. Donated capital assets are recorded at their
estimated fair value at the date of denation. The cost of normal
maintenance and repalrs that do not add to the value of the asset or
materially extend assets’ lives are not capitalized.

Depreciation 1is 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 included in
depreciation expense. The estimated useful lives are as follows:

Treatment facilities 5 - 25 years

Collection system 40 years

Building 40 years

Furniture and egquipment 5 - 20 years

Transportation egquipment 4 years

Land improvements : 10 years
Compensated absences. The 1liability for compensated absences
consists of unpaid, accumulated annual leave balances. The

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

12



WEST MONTROSE SANITATION DISTRICT

NOTES

TC FPINANCIAL STATEMENTSE {continusad)
December 21, 2022 and Z021
SUMMZRY OF SIGWIFICANT ACCQUNTING POLICIES {continuad)

IT)

I~2

Reclassifications.

may

state law for all

oposed budget is submitte
- .

4
year commencing the =

to
o2llow

January 1.

Prior to Dscember 31, the budget is adopted and appropriations
are authcrized by resoclution at the fund level for all funds.
The legal level of budgeting ceontrol is at the individual fund
level for all funds.

Budgets are adopted on a basis consistent with generally
accepted accounting principles (GAARP)} except that capital
outlays are budgeted as expenditures, nc provision is made
for depreciation and advance refundings are not budgeted.

Expenditures may not legally exceed appropriations at the fund
level. The Board of Directcrs may increase or decrease the
budget and appropriations during the year within restrictions
imposed by the District and laws of the State of Colorado.
Budget amounts included in the financial statements are based on
the final, legally amended budget.

Appropriations lapse at the end of the year, and the Board of
Directors may adopt supplemental appropriations during the year.
For 2022 and 2021, supplemental appropriations were nct adopted.

Originally adopted budgeted sxpenditures, amendments and the
final amended budgeted expenditures for the year ended
December 31, 2022 and 2021 are as follows:

CRIGINAL
BUDGET
$1,618,184

FINAL
BUDGET
1,618,184

AMENDMENT

Enterprise Fund - 2022

Enterprise Fund - 2021 51,256,000 1,256,000

Certain amounts presented in the prior year data
have been reclassifiad in order to be consistent with the

current year’s presentation.

13



WEST MONTROSE SANITATION DISTRICT

NOTES TO FINANCIZL STATEMENTS (con
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December 31, 2022 and Z0Z1

2

- DEPOSITS WITH FINZNCIAL INSTITUTIONS AND INVESTMENTS
Deposits
The Colcrade Publiic Deposit Protection Act {FDPA), regquires that all
units of local government dsposit cash in eligikle publlb depositories.
Eligibility is determined by state regulators. Amounts on deposit in
excess of {federal insurance levels must be collateralizad. The
r is determined by the PDPA. PDPA allows the

eligible collaterzl
instituticn teo cresate a single collateral pool for all public funds.
The pocl is to be maintainsd by another institution or held in trust
for all the uninsured public depositories as & group. The market valus
cf the collateral must be at least equal to the aggregate uninsured
deposits.

Custodial Credit Risks - Dgposits

Custodial credit risk is the risk that in the event of a hank failure,
the District's depocsits may not be returned to it. The District does -
nct have a depeosit pelicy for custodial credit risk. As of December
31, 2022 and 2021 none of the District's bank balances of 35842,340
and $571, 398, respectively, were exposed to custodial credit risk as
$419,266 and $417,910, respectively, were insured and 5423,081 and
$153,488, respectively, were collateralized by securities pledged by
financial institutions.

At December 31, 2022 and 2021 the carrying amount of the District's
deposits were presented on the balance sheet as follows:

2022 2021
Cash and cash equivalents 5__ 671,803 571,889

Investments

As of December 31, 2021 and 2020, the District had the following
investments:

MATURITIES FAIR VALUE
2022 2021
CSAFE N/A $1,960,650 1,927,479

As of December 31, 2022 and 2021, the District has invested 51,960,650
and $1,927,479, respectively, in CSArE, an investment vehicle
established for local government entities in Colorado pursuant to Part
7 of Article 75 of Title 24 of the Colorade Revised Statutes, to pool
surplus funds for investment purposes. CSAFE operates similarly to a
money market fund and each share is equal in wvalue to $1.00. The value
of the position in the pool is the same as the wvalue of the pool

shares. The designated custodial bank provides safekeeping and
depository services 1in connection with the direct investment and
withdrawal functions. Substantially all securities owned by the pool
are held by the Federal Reserve Bank in the account maintained for the
custodial bank. The custodian’s internal records identify the

investments owned by the pool.
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The District’s investment in CSAFE is rated 2AAm by S&P. CSREFE is
routinely monicored by the Colorado Division of Securitiss with ragard
to cpserations and investments. Separately issued financizl statements
¥ obtained
= ate
The District has a formal investment policy that limits investment

maturities te less than ten years from date of purchase as means of
mana¢ging 1its exposure to falr wvalue losses arising from increasing
interest rates.

Credit risk

Colorado statutes specify investment instruments meeting defined rating
and risk <criteria in which local government entities may invest
agency securities; certain internaticnal agency securities; general
obligation and revenue bonds of U.S5. local government entities;
bankers’ acceptances of certain banks; commercial paper; lcocal
government investment pools; written repurchase agreements
collateralized by certain authorized securities; certain money market
funds; and guaranteed investment contracts. The District’s general
investment pclicy is to apply the prudent-person rule: Prudence and
protection of District funds are the primary criteria. "211 investments
and bid requests for investments are predicated on liguidity, vyield,
safety and interest of local economy. s of December 31, 2022 and
2021, the District’s investment in CSAFE, a 2a’-like investment pcol,
was rated AAAm by Standard & Pocrs.

Concentration of credit risk

The District limits the amount that may be invested in commercial paper
to no more than 50% of invested funds, effective August 9, 2013. More
than 5 percent ¢f the District’s investments are in CSAFE. At December
31, 2022 and 2021, CSAFE represented 100% of the District’s
investments.

These investments are presented on the balance sheet as follows:

2022 2021
Investments 51,960,650 1,827,479

51,960,650 1,927,479

15
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Decembsr 21, Z0ZZ and 2021

2 - DEPQSITS WITH FINANCIZAL, INSTITUTICONS ZND IWNVESTMENTS {continusd)
Fair vzluz mgasursmant
Governmant Accounting Standards Beard Statemsnt No. 72 {GRSE TZ) Fair
Value Mazsuramsnt and Application establishes a hiszrarchy of inputs to
valuation techmnigues used to  measure fair wvalue and reoguires
disclosurss to be mades about investiment fair wvalus measursments, the
level of fair wvalue hisrarchy, and valuation technigues Zccording to
GRSE 7Z, an investment is defined as a security or other asset that (a)
a government holds primarily Zor the purpose of income or profit and
() has 2z present service capacity based sclely on its ability to
gensrate cash or to be scld to generate cash.

The District records assets and liabilities in accordance with GARSB 72,
which establishes gensral principles for measuring fair value, provides
additional <{fair zpplication guidance and enhances disclosures about
fair value measursaments.

The Distrigt’s investments and derivative instruments are measured at
fair wvalus on a recurring basis. Fair wvalue measurements are
categorizad based con the valuaticn inputs used to measure falr wvalue of
assets and lizbilities as follows.

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

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

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

The fdllowing table reflects the fair wvalue of the District’s
investments and derivative instruments as of December 31, 2022 and

2021:
2022
Bssets : Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
CSAFE 51,960,650
Total investments $1,960,650
2021
Bssets Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
CSAFE $1,927,47%

Total investments $1,927,479
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WEST MONTROSE SANITATION DISTRICT

NOTES TQO FINANCIZL STRTEMENTS {(continusad)
Dacember 21, 2022 znd 2021
2 -~ DEPOSITEZ WITH FINZWCIZL INSTITUTIONS ZND INVESTMENTS (continued)
Fzir valus msasursmenit {continusd)
{2) During the yesars snded Decamber 31, 2022 and 2021, the Dist
invested im CSRFE, 2 local government invastment pocl.  The valuat
is me=asured at net asset value and is desionad to approximate the share
valus The pool’s Board of Trustess, electsd by the participants,
rasponsible  for  overseeing  the management of  CSAFE, including
astablishing operating standards and policies. CSZFE is designed
provids local governments with a convenient method for invasting
short-term invastments carefully chosen to provide maximum safety
liquidity, while still maximizing interest earnings.
3 - CRPITAL ASSETS
Capital assat activity for the ysars ended December 31, 2022 and 2021
was as follows:
Beginning Ending
Balances Increases Decreases Balances
2022
Capital assets not
being depreciated:
Laznd and esssaments $ 184,496 184,456
Capital assets being
deprsciated: -
Land improvements 26,544 26,544
Treatment facilities 3,022,366 3,022,366
Collecticon system 1,930,542 1,930,542
Building 68,249 68,249
Transportation equipment 49,144 49,144
Furniture and eguipment 276,006 276,006
Total capital assets
being depreciated 5,372,851 5,372,851
depreciation for:
Land improvements 17,081 954 18,035
Treatment facilities 2,604,665 129,762 2,734,427
Collecticn system 1,442,382 54,761 1,497,143
Building 41,695 3,039 44,734
Transportation eguipment 49,144 49,144
Furniture and equipment 162,675 35,757 198,432
Total accumulated
dspreciation 4,317,642 224,273 4,541,915
Total capital assets, net $1,239,705 (224,213) 1,015,432
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2021
Czpital assests not
bzing depreciatad:
Land and zasements $ 134,404 184,496
Capital assats being
dapraciatad:
Land improvamsnts 17,001 9,543 26,544
Treatment facilitises 3,022,366 3,022,36¢
Collsction svstam 1,930,542 1,930,542
Building 681,592 £, 657 68,249
Transportation equipment 49,144 48,144
Furhiture and zguipmsnt 273,332 2,674 276,008
Total capital assets
being depraciated 5,353,877 18,874 5,372,851
depreciation for:
Lznd improvemsnts 17,001 &o 17,081
Treztment facilities 2,484,568 120,097 2,604,665
Collecticn system 1,386,083 56,289 1,442,382
Building 39,047 2,648 41,695
Transportation squipment 47,798 1,346 49,144
Furniture and equipmant 116,555 46,120 162,675
Total accumulated
depreciation 4,091,062 226, 580 4,317,642
Total cazpital assets, net $1,447,4131 (207,7086) 1,239,705

SHORT-TERM DEBT

The District had no short-term debt
2022 and 2021.

during the years ended December 31,

SPENDING AND DEBT LIMITATIONS

The State Constitution, 2Article ¥, Section 20, has several limitations
regarding revenue raising, spending abilities, and other specific
requirements of state and local governments. The Section is complex and
subject to judicial interpretation. It is the opinion of management and

the District's attorney that the District’s sewage activity is an
enterprise within the meaning of Article ¥, Section 20, and is not
subject <tTo the revenue limitations nor required to establish the
emergency reserves but is subject to the property tax limitations

contained therein.

- RISK MANAGEMENT

The District 1is ezposed to risks of loss related to torts;
damage to, and destruction of assets; errors and omissicns;
employees; and natural disasters. Such exposure, except for the
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.

theft of,
injuries to
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The District's contribution for sach emplovee (and sarnings, losses and
changes in fair market value of plan assets) are vasted at a ratz of 30%
per vyear. Employee contributicons and their earnings are 100% wvested
immsdiately. Neonvested contributions are forfeited upon termination of
employment and such forfeitures may be used to pay plan expenses or the
employer’s contributicon to the plan. For the vyears ended December 31,
2022 and 2021, there were no forfeitures.

The District's total payroll for 2022 and 2021 was $332,099 and $304,540,
respectively. The District's contributions were calculated using the
covered payrell of $271,813 and $272,150 for 2022 and 2021, respectively.
Both the District and the covered employees made the 8% contribution,
amounting to $21,745 for 2022 and $21,772 for 2021 from each source, or
$43,490 and $43,544 in total for 2022 and 2021, respectively. The plan
had four plan members for 2022 and five plan members for 2021.

The District had no liability to the plan at December 31, 2022 and 2021.
8 - SUBSEQUENT EVENTS

Subsequent events were evaluated threocugh June 5, 2023 which is the date
the financial statements were available to be issued.

In 2022 and 2023, domestic and internationazal economies faced uncertainty
related to the CCVID-1% pandemic. The District may be adversely affected
through a delay in ceollection of charges and negative impacts on
operations. However, the related financial impact cannot be reasonably
estimated at this time.
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