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INDEPENDENT AUDITOR’'S REPORT



DONALD R. MORELAND & ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Tri~County Water Conservancy District
Montrose, Colorado 81401

Cpinieon

We have audited the accompanying financial statements of Tri-County Water Conservancy
District, as of and for the years 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 cur opinion, based on our audit, the financial statements referred to above presant
fairly, in all material respects, the financial position of Tri-County Water
Conservancy 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 (GARS). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the 2Audit of the Financial
Statements section of our report. We are required t¢ be independent of Tri-County
Water Conservancy District, and tc meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Managemant 1s 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
controcl 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 conditicns or events, considered in the aggregate, that raise substantial doubt
about Tri-County Water Conservancy District's ability to continue as a going concern
for twelve months beyend the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Telephong {870) 249-3424 Facsimile (970) 249-3425
1675 East Nizagara Road * Montrose, Colorado 81401



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

Auditor’s Responsibilities for the Audit of the Financizl Statements

Qur cobjectives are to obtain reasonable assurance about whether the Iinancial
statements as a whols are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable

assurance 1s 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 alwavs detect a materiz) misstatemsnt when it "exists. The risk of not
detecting & material misstatement resulting from fraud is higher than for one resulting
from serror, 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 a2 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 procedures include examining, on z
text -basis, evidence regarding the amounts and disclosures in the financial
statements.

* Obtain an understanding of internal control relevant te the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinicn on the effectiveness of Tri-County Water
Conservancy District’s internal control.’ Accordingly, no such opinion is
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.

* Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about Tri-County Water Conservancy

District’s ability to continue as a going concern for a reasonable period of
time.

We are required to commnunicate with those charged with governance regarding, among
cother matters, the planned scope and timing of the audit, significant audit findings,
and certain internal control-related matters that we identified during the audit.



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

ocard of Directors
ri-County Water Conservancy District
age Thres

oy

o3

Required Supplementary Information

Accounting principles generally acceptad in the United States oI America require that
the manageament’s discussion and analysis be presented to supplement the basic financial
statasments. Such information is the responsibility of management and, 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 cperational, econcomic, or
historical context. We have applied certain limited procedures to the required
supplementary informaticon in accordance with auditing standards gensrally accepted in
the United States of BAmerica, which consisted of inquiries of managesment abcut the
methods of preparing the information and comparing the information 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

Cur audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Tri-County Water Conservancy District’s basic financial

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

and was derived from and relate directly to 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 informaticn
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 Emerica. 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.

Wsradfl R. Doelond -*W/ f.c

Montrose, Colorado
June 14, 2023
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Manzgement’s Discussion and Analysis

Az management of the Tri-County Water Consarvancy District, we oifer resaders of

the Tri-County Water Conservancy Districi’s financial statements this narrative

overview and analvsis of the financial activitiss of the Tri-County Water

Conssexvancy District feor the fiscal vears ended Decambear 31, 2022 and 2021

Financial Eighlights

. The assets of the Tri-County Water Consarvancy District (also referred

to as the District) exceeded its liakbilitiss at the close of the most
recent fiscal year by $45,547,553 (nst positicn). f this amount,
$18,618,885 (unrestricted nat position) may be used to meet the

District’s ongoing obligations teo citizens and creditors. At the
close of the prior fiscal vear the District's net position and
unrestricted net position were $44,815,418 and $18,529,715,
respectively.

. The District’'s total net position incresased (decrezsed) by $732,135
in 2022 and $1,670,358 in 2021, mainly the result of increased treated
water sales, increased capital contributions, increased federal
hydropower incentives and increased property and specific ownership
taxes less the decrease in fair market value of investments in 2022.
In 2021, the increases was the result of increased treated water sales,
increased capital contributions, increased federal hydropower
incentives, increased property and specific ownership taxes and net
increase in fair value of investments.

. The District implemented a fee structure effsctive January, 2011 as a
result of the annual cost of service analysis. Residential tap fees
were 55,000 plus the cost of installaticn. Effective January 1, 2022,
residential tap fees were increased to 56,500 plus the cost of
installation.

. District revenues and expenses increased from 2021 to 2022. In 2014,
the District began the operation of hydropower which has increased
revenues and related expenses. Investment income reflects the
increasing market rates. Each year the District budgets and
constructs projects identified by a capital improvement program which
includes renewals and replacements of aged or problem infrastructure,
new or enlarged pipelines, and tanks or pump stations necessitated by
growth. This annual renewal and replacement is in the approximate
order of magnitude as the annual depreciation on the water
distribution system as generally recommended in the industry.
Depreciation including hydropower facilities for 2022 and 2021 was
$1,713,432 and $1,666,487, respectively. During 2008, the District
hired HDR, Inc. to identify current system deficiencies and to project
those that may occur as a result of population growth, system age, or
increasingly strict water guality regulations and form a Capital
Improvements Plan based on the results. This plan has been

" implemented along with additional capital improvements as determined
by the District.

. Since 2018, capital contributions - tap fees are up due to increased
growth in the District's service area. This reverses the trend set in
years prior to 2017 when capital contributions were down due to
decreased growth in the District’s service area and uncertainties
concerning the economy.



. In December 1976 the voters in ths District votad to accept the
repayment contract by a 9 to 1 margin for the construction of the
Dallas Cresk Froject to deliver project water for irrigation,
municipal, industrial, hydropowsr and othsr uses. The District
subsequently santered into agreemsnts and contracts with various
entities including the United States Bursau of Reclamation. The
irrigation repayvment obligation consists of three parts totaling not

less than $6,266,000 to be paid over 50 years with final payment in
2042. The municipal and industrial repayment cbligaticn is
$38,000,000 plus interest to be repaid in not more than 50 years plus
a tan vear development period preceding the repayment obligation which
makes the final payment due in 2049. The District has agreements for.
purchase of irrigation, municipal, and industrial water uses by other
entities and has committed to their projecied domestic water supply
plus any excess addressed in the contract with Reclamation.

. On February 6, 2012 the District obtained & Lease of Power Privilege
from the United States of America to construct an B8-megawatt (MW)
hydropower generating facility at the existing outlet works of Ridgway
Dam. Loans obtained to fund the project were $13,130,0C00 from
Colorado Water Conservation Board for thirty years at 2% and includes
a 1% loan service fee and $2,000,000 from Colorado Water Resources and
Power Development Authority for twenty years at 2%. The hydropower is
generated from irrigation water releases. The City of Aspen, Colorado
has entered into a Power Purchase Agreement for the winter power and
Renewable Energy Credits (October through May). Tri-State Generation
and Transmissicn purchases the summer power {June through September)
with the Town of Telluride, Colcrado purchasing the Summer Renewable
Energy Credits. Construction on site began in 2012 with completicn in
2014, .

. The District has committed to purchase treatment of a minimum of 183
million gallons of water annually from the Project 7 Water Authority.
The District incurred costs in 2022 and 2021 under this agreement of
51,189,183 for 915 million gallons and $998,147 for 868 million
gallons, respectively.

Cverview of the Financial Statements

This discussion and analysis is intended tc serve as an introduction to the
Tri-County Water Conservancy District'’s basic financial statements. The Tri-
County Water Conservancy District’s basic financial statements are presented as
& special purpose government engaged in business type activities -~ providing
domestic water utility serxvices, hydropower and operation and management
services for the Ridgway Reservoir Dam.

The statement of net position presents information on all of the Tri-County
Water Conservancy District’s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position
of the Tri-County Water Conservancy 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 years. BAll changes in net positicn 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 seme items that will only result in cash flows in future fiscal periods
(e.g., earned but unused annual leave).



Tha statsmant of cash flows report the District's cash flows from cperating,
capital and investing activities. 32lso prasentad are beginning and end of year
czsh and cash eguivalants

The basic financial statements can be found on pagss 8 through 11 of this
rEport

Notes to the financial statements. Ths notes provids additional informaticon
that is essential to a full understanding of the data provided in the financizl
statements. The notes to the financial statemsnts can be found on pages 12
through 24 of this report.

Other informaticon. In addition to ths basic financial statements and
ccompanying notes, this report alsoe presents certain supplementary information
oncerning the Tri-County Water Conservancy District’s budgstary comparisons

or revenues and expenditures. Supplemsntary infeormation can be found on pages
5 through 26 of this report.
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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 the Tri-County Water Conservancy
District, assets exceeded liabilities and deferred infliows of resources hy
$45,547,553 at the close of the most recent fiscal vyear.

A significant amount of the District’'s net position reflect its investment in
capltal assets (e.g., land, buildings, equipment, water tanks, distribution
system and hydropower facility), less any related debt used tc acquire those
assets that is still outstanding. The District uses these capital assets to
provide services to citizens; consequently, these assets are not available for
future spending.

Tri-County Water Conservancy District Net Position

2022 2021
Current assets $ 5,793,260 5,488,551
Capital assets 37,020,059 37,163,987
Other assets 18,044,218 17,580,530
Total assets 60,857,537 60,234,068
Current liabilities 2,377,405 2,129,036

Long-term liabilities 11,072,056 11,549,629
Tetal liabilities 13,449,461 13,678,665
Deferred inflows of
resources 1,860,523 1,739,985
Net position:
Net investment in

capital assets 25,470,430 25,146,159
Restricted 1,458,238 1,139,544
Unrestricted 18,618,885 18,529,715

Total net position $45,547,553 44,815,418

At the end of the current and prior fiscal year, the Tri-County Water
Conservancy Cistrict is abkle to report positive balances in all categories of
net position.
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the GASB 34 reporting model ths audit shows the District's net position
increased (decreased) by $732,135 and $1,670,35%, respectively, during the
fiscal ye2ars ended December 31, 2022 and 2021 Thz increase in net position
for 2022 was mainly due to increased treatad water sales, increassad capital
contributions, increased federal hvdropowsr incentives and increased property
and spaciiic ownership taxes less the dscreszse in Fair valus of investments.
The increase in nat position for 2021 was mainly the result of increased
treatad water sales, increased capital con tV*bufl“nS, increassd federal
hydropower incentives, increased property and specific ownarship taxss and net

¥
increass in fair wvalue of investments.

Tri-County Water Conservancy District Changes in Fund Net Position

2022 2021
Revenues:
Operating revanue $ 6,317,884 6,172,003
Non-operating revenue 2,562,287 2,367,777
Total revenues 2,880,171 8,528, 780
Expenses:
Operating sxpenses:
Water costs 3,935,184 3,724,168
Hydropower costs 172,630 160,458
Administrative and general 2,633,065 2,552,044
Depreciation 1,713,432 1,666,487
Non-operating expenses:
Net (increase) decrease in
fair value of investments 1,245,384 354,025
Interest expense 237,697 246,929
Treasurers' fees 37,934 34,190
Total expenses 9,975,326 8,778, 301
Income (loss) before contributions (1,09%,155) (238,521)
Capital contributions - tap fees 1,430,150 1,422,500
Capital contributions - other 377,140 486,379
Change in net position 712,135 1,670,358
Net position - beginning of year 44,815,418 43,145,060
Net position - end of year $45,527,553 44,815,418

For the most part,

the District was able
The District incurred an

to contain expenses excluding costs of

treated water. increase in non-operazting revenues
mainly due to increassd property and specific ownership taxes. The District
had an increase in expenses due to increased treated water costs and decrease
in fair value of investments.

Budgetary highlights

Changes between actual revenues and budgeted amounts were primarily due to
increased water sales, increased tap fees, increased investment income,
increased federal hydropower incentives, increased property and specific
ownership taxes and decreased hydropower sazles.

Actual expenses reflect budgeted amounts which have remained relatively
consistent due to the economy except for increased egquipment purchases,
increased treated water costs and decreased personnel costs.



Capital Asset and Debt Administration

Capital assets. The Tri-County Watsr Conssrvancy District’s investmant in
capltal assets as of Decamber 2022 and 2021 amcuntaed to $37,020,059 and
$37,163,987, respectively, (net of accumulated depreciation). This investment
in czpitzl assets includes buildings, equipment, water tanks, distribution
system and hydropower facility.

Major capital asset events during the current and prior fiscal year included
water distribution system sxpansion and rsplacement.

Tri-County Water Conservancy District Capital Assets
(net oI depreciztion)

2022 2021

Water distribution system $19,611,113 19,682,833
Water meters 1,900,739 1,715,097
Storage tanks and pumping

stations 1,531,145 1,538,569
Buildings and improvements 103,207 564
Transportation and other

eguipment 354,327 281,585
Hydropower facility 13,519,528 13,945,338

537,020,059 37,163,987

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

Economic Facteors and Next Year's Budgets and Rates

. Tap fees will be a combination of the plant investment fee and
instazllation fee. This insures that the costs incurred are those
collected.

. The District will centinue to monitor, analyze, and improve the

potable water distribution system.

. The District will continue tc taks active measures to provide
dependable, quality domestic water service indefinitely.

. The District will continue in the management of investments in a
manner that will ensure the safety of the principal, maximize returns,
and control and minimize risk.

. The District will continue with the generation of hydropower from the
Tri-County Water Hydropower Facility.

Request for information

This financial report is designed to provide a general overview of the Tri-
County Water Conservancy District's finances for zll those with an interest in
the District's finances. Questions concerning any of the information provided
in this report or requests for additicnal information should be addressed to
Tri-County Water Conservancy District, 647 N. 7" Street, Montrose, Colorado,
81401.
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TRY-COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF NET POSITION
December 31, 2022 and 2021

2022 2021
ASSETS
CURRENT ASSETS
Cash and cash squivalents $ 3,208,820 2,656,451
Due from other governmments 20,026 ' 22,515
Accounts receivable 80,240 375,560
Property taxes receivable 1,860,523 1,739,885
Prepald expenses 11,962
Inventory of supplies 611,689 695,040
TOTAL CURRENT ASSETS 5,793,260 5,489,551
UTILITY PLANT IN SERVICE
Water distribution system 28,439,831 37,677,070
Water meters 6,309,041 5,805,910
Btorage tanks and pumping stations 3,201,447 3,113,704
Buildings and improvements 210,913 108,256
Office furniture and fixtures 51,0095 51,095
Transportation and other equipment 1,533,847 1,488,440
Hydropower facility 17,032,476 17,032,476
66,778,750 65,376,951
Less accumulated depreciaticon 29,758,691 28,212, 964
UTILITY PLANT IN SERVICE - NET 37,020,059 37,163,887
OTHER ASSETS
Restricted assets -
cash and cash equivalents 1,458,238 1,139,544
Long-term investments 16,585,880 16,440,886
TOTAL OTHER ASSETS 18,044,218 17,580,530
TOTAL, ASSETS $ 60,857,537 60,234,068
LIABTILITIES
CURRENT LIABILITIES i
Accounts payable 5. 358,737 165,588
Accrued salaries and benefits 397,873 398,514
" accrued interest 55,752 : 57,932
Unearned revenue - other 1,087,470 1,038,803
Long-term debt due in one year 477,573 468,199
TOTAL CURRENT LIABILITIES 2,377,405 2,129,036
LONG-TERM LIABILITIES
Loans payable - net of current portion 11,072,056 11,549,628
TOTAL LONG-TERM LIABILITIES 11,072,056 11,549,625
TOTAL LIABILITIES 13,449,461 13,678,665
DEFERRED TINFLOWS OF RESQURCES
Deferred revenue - taxes 1,860,523 1,739,985
TOTAL DEFERRED INFLOWS OF RESOURCES 1,860,523 1,739,885
NET PQSITION
Net investment in capital assets 25,470,430 25,146,159
Restricted for
Debt service 538,373 413,737
Hydropower 919,865 725,807
Unrestricted 18,618,885 18,529,715
TOTAL NET POSITION § 45,547,553 44,815,418

See Notes teo Financial Statements.



TRI-COUNTY WATER CONSERVANCY DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

For the yvears ended December 31, 2022 and 2021

OPERATING REVENUES
Water sales and charges
Raw water
Treated water
Hydropower sales
Material sales and reimbursements
Miscellaneous

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Water costs
Raw water
Treated water
Hydropower lease of power privilege
Hydropower osther costs
Materials and supplies
Salaries and wages
Employee benefits
Payroll taxes
Insurance
Directors fees and expenses
Professicnal fees
Office expense
Utilities
Telephone
Eqgquipment fuel and repairs
Building repair and maintenance
Miscellaneous
Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME (L0OSS)

NON-OPERATING REVENUES (EXPENSES)
Property and specific ownership taxes
Investment income
Federal hydropower incentives
Gain on sale of ecuipment
Net increase (decrease) in fair value
of investments
Interest expense
Treasurers' fees
NET NON-OPERATING REVENUES (EXPENSES}
NET INCOME (LOSS)

Capital contributions - tap fees
Capital contributions - other
CHANGE IN NET POSITION

NET POSITION, JAWNUARY 1

NET PCSITION, DECEMBER 231

See Notes to Financial Statements.
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2022 2022
1,284,906 1,284,117
3,833,422 3,604,907

854,445 690,462

319,821 580,445

25,290 12,072
6,317,884 6,172,003
2,746,001 2,726,021
1,189,183 998,147

45,630 38,520

127,000 121,928

101,031 43,087
1,198,040 1,197,510

506,976 590,826

101,387 109,786

45,666 47,346

50,757 42,446

104,048 94,475

111,105 107,861

227,747 216,288

13,360 11,672
132,170 i09,148
3,973 3,474
36,805 18,125
1,713,432 1,666,487
8,454,311 8,143,157
{2,136,427) (1,971,154)
2,004,547 1,827,973
177,861 143,412
337,879 388,392
42,000 10,000
{1,245,384) (354,025)

(237,697) (245,929}

(37,934) (34,190)
1,041,272 1,732,633
{1,085,155) (238,521)
1,450,150 1,422,500

377,140 486,378

732,135 1,670,358

44,815,418 43,145,060
45,547,553 44,815,418




TRI-COUNTY WATER CONSERVANCY DISTRICT

STATEMENT OF CASH FLOWS
For the vears ended December 31, 2022 and 2021

CASH FIL.OWS

FROM OPERATING ACTIVITIES

Receipts
Payments
Payments

CASH FLOWS

from user charges
to suppliers for goods and services
e employees
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES
FROM NONCAPITAL FINANCING ACTIVITIES

Droperty

and specific ownership tax - net

NET CASH PROVIDED BY NONCAPITAL
FINANCING ACTIVITIES
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition and comstruction of capital assets
Payment of long-term debt ’
Federal hydropower incentives
Capital contributions - tap fees
Proceeds from sale of capital assets
Interest paid on loans
NET CASH PROVIDED BY (USED FOR) CAPITAL
AND RELATED FINANCING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Investments in long-term investments
Proceeds from sale and maturities of
long-term investments
Deposits to restricted assets
Investment income received
NET CASH PROVIDED BY (USED FOR)
INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS
CASHE AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR s

Reconciliation of cperating income (losgsg) to
net cash provided by (used in) operating
activities:
Operating income (lossg) 3
Adjustments to reconcile operating income
to net cash provided by operating activities:
Deprecization
Changes in assets and liabilities:
(Increase) Decrease in:
Accounts receivable
Prepald expense
Inventory of supplies
Increase {Decrease) in:
Accounts payable
Unearned revenue
Accrued salaries and benefits
NET CASH PROVIDED BY {USED FOR)
OPERATING ACTIVITIES 3

See Notes to Financial Statements.
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2022 2021
6,661,871 5,969,022
{4,66%,938) (4,835,477)
{1,807, 044) (2,000,224}
184,889 {966,579)
1,969,102 1,783,783
1,869,102 1,753,783
(1,192,364) (978,450)
{468,199) (459, 010)
337,879 388,392
1,450,150 1,422,500
42,000 10,000
(239,877) {249,067)
(70,411) 134,365
{4,297,716) (9,900,000}
2,907,338 7,706,292
(318,694} (240,460)
177,861 141,412
(1,531,211) {2,292,756)
552,369 (1,231,287)
2,656,451 3,587,738
3,208,820 2,656,451
{2,136,427) {1,971,154)
1,713,432 1,666,487
295,320 (263,8134)

{11,962)

83,351 {290,951}
193,149 (65,978)
48,667 60,853
(641} {(102,102)
184,889 (966,679)
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TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIRIL, STATEMENTS
Decembey 31, 2022 and 2021

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity

The Tri-County Water Conservancy District is incorpeorated as a
conservancy district under the laws of the State of Colorade with a
judicially appointed board of fifteen directors. The District
distributes domestic water throughout the rural area of the Uncompahgrs
Valley in Western Colorade, gsnerates hydropower and operates and
manages Ridgway Reservoir Dam. The financial statements of the
District have been prepared in conformity with generally accepted
accounting principles {(GRAP) as applicable to governmental units. The
Governmental Accounting Standards Board (GASE) is the acceptad
standard-sstting body for establishing governmental accounting and
financial reporting principles. The financial statements of the
District comsist only of the enterprise fund of the District, a stand-
alone government. Based on criteria set forth by GASB, there are no
component units for which the District is financially accountable. The
more significant of the District’s accounting policies are described
below. -

B. BASIS OF PRESENTATICN, BASIS OF ACCQUNTING

Proprietary funds distinguish operating revenuss and expenses from
nonoperating items. Operating revenues and expenses generally result
from providing services and preducing and delivering goods in
connection with a proprietary fund's principal ongoing operations. The
principal operating revenues of the District are charges to customers
for sales and services. Operating expenses for proprietary funds
include the cost of sales and services, administrative expenses, and
depreciation on capital assets. BAll revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for a
designated use o¢r purpose, it is the District's policy to use
restricted resources first, then unrestricted resources as they are
needed.

C. MEASUREMENT FCCUS, BASIS OF ACCOUNTING
Proprietary Fund Financial Statements. The proprietary fund financial
statements are reported using the econcmic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred,
regardless of when the related cash flows take place.
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TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
Decamber 31, 2022 and 2021

1 -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D. ASSETS, LIZBILITIES, AND WET POSITION
Cash and cash sguivalents. The District considers all cash on hand,
demand deposits and short-term highly ligquid investments with an
original maturity of thres months or less to he cash eguivalents.

Restricted assets. Restricted assests are cash and cash aquivalants
set aside for loan repayment and are classified as restricited assets
on the statement of net position because their use is limited by
applicable lcan covenants. Alse certain resources have been set
aside pursuvant to the lesase of power privilege agreement with the
United States of America through the Buresau of Reclamation.

Allowance for doubtful zccounts. The District considers all accounts
raceivable collectible and, accordingly, provides no allowance for
doubtful accounts.

Investments. It is the District's policy to invest in money market
deposits with SEC registerad broker-dealers and securities issued or
guaranteed by the Federal government or its agencies. Investments are
stated at fair wvalue.

Property taxes receivable. Property taxes are levied on December 22
and attach as a lien on property the following January 1. They are
payable in full by April 30 or in two equal installments due
February 28 and June 15. Property taxes levied in the current year
and collected in the following year are reported as a receivable at
December 31, net of an estimated unccllectible portion.

Inventory of supplies. The inventory of supplies is stated at cost
using the average unit cost method.

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

Depreciation is calculated using the straight-line method over the
estimated useful lives. Capital assets acquired by capital lease are
depreciated over the estimated wuseful lives and are included in
depreciation expense. The estimated useful lives are as follows:

Water distribution system 40 years
Water meters 20 years
Storage tanks 40 vyears
Building and improvements 1C - 40 years
Office furniture and fixtures 5 - 10 years
Vehicles and work equipment 5 - 10 years
Hydropower facility 40 years

13



TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIAI STATEMENTS {continued)
December 31, 2022 and 2021

1 - SUMMBRRY OF SIGNIFICANT ACCQUNTING POLICIES (continued)

[

[#4]

SETS, LIAEBILITIES, AND NET POSITION (continued)

Compensated zbsences. Vested or accumulated annual leave is racorded as
an expense and liability as the benefits accrus to employses.

Unearned revenue-other. Unearned revenue-cother represents amounts
received in advance of the service being performed or pricr to the
delivery of water.

o]

eclas
2 COIl

ifications. Csrtain prior vears amounts have been
orm with the current year presentation.

eclassified

b

=g
=
L

rt

E. BUDGETS END BUDGETARY ACCOUNTING
The Board of Directors of the District feollows these procedures in
establishing the budget.’

a. Management serving as the District's budget officer submits a
proposed operating budget to the Board. 2 public hearing is held
prior to December 15 for the following calendar year. The operating

budget includes proposed expenditures and the means of financing
them.

b. Prieor to January 1, the budget is enacted by passage of a
resolution. The budget is adopted on a basis consistent with
generally accepted accounting principles {GAAP) except that
contributions from system users (tap fees) and grants are budgeted
25 revenuss, principal payments and capital outlays are budgeted
as expenditures, and no provision is made for depreciation or
system abandonments. Budgeted expenditures are appropriated
in total for the District and the level of control is in total.

Cc. The Board of Directors may authorize supplemental appropriations
during the year. During 2022 and 2021, no supplemental
appropriaticns were adopted.

d. PAppropriations lapse at the end of the year.

2 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

Deposits

The Colorade Public Deposit Protection 2Zct (PDPA), requires that all
units of loczl govermment deposit cash in eligible public depositories.
Eligibility is determined by state regulators. Amounts on deposit in
excess of federal insurance levels must be ccllateralized. The eligible
collateral is determined by the PDPA. PDPRA 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 wvalue of the collateral must at
least equal the aggregate uninsured deposits.

14



TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIZL STATEMENTS (continued)
December 31, 2022 and 2021

2 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS (continusd)

Custodial Credit Risks - Deposits

Custodial credit risk is the risk that in the event of a bank failurs,
the District's deposits may not he returneéd to it. The District has a
depesit policy for custodial credit risk which limits bank depeosits to
State and National banks located in Celorado and insured by FDIC and
which are approved as public fund depositories by the State of Celorado.
Deposits exceeding the insured amount shall be collatezralized as reguired
by applicable statutss. The maximum allowable certificate- of deposit
investment in any one bank holding company is $100,000. As of December
31, 2022 and 2021 none of the District's bank balances of 5293,736 and
$436,923, respectively, were exposed to custodial credit risk as $255,350
and $254,186 respectively, was insured and 538,386 and 3$187,737,
respectively, was 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 53,208,820 2,656,451
Cash and cash equivalents - restricted assets 1,453,238 1,139,544
Investments included in cash and cash

equivalents

Colotrust (4,282,676) (3,158,770}

Money market deposit ' (110,052) (208,015}

$ 274,330 428,210

Investments

As of December 31, 2022 and 2021, the District had the following
investments and maturities:

2022 INVESTMENT MATURITIES (in years)
LESS THAN

INVESTMENT TYPE FATR VALUE 1 1-5

U. 5. Agencies ‘ 516,585,980 663,812 15,902,168

Colotrust 4,282,676 4,282,676

Money market deposit 110,052 110,052

520,978,708 5,056,540 15,902,168

2021 INVESTMENT MATURITIES (in years}
LESS THE&N

INVESTMENT TYPE FAIR VALUE 1 1-5

U. §. Rgencies $16,440, 986 1,214,000 15,226,986

Colotrust 3,159,770 3,159,770

Money market deposit 208,015 208,015

$19,808,771 4,581,785 15,226,886
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IRT-COUNTY WATER CONSERVANCY DISTRICT

NOTES TC FINANCIAL STRTEMENTS {(continued)
December 31, 2022 and 2021

2

DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS {continusd)

Investments ({(continusd)

As of Decembear 31, 2022 and 2021, the. District has investad 34,282,
and $3,159,770, respectively, in the Coloradso CGovernment Liguid 2s
Trust (COLOTRUST), an investment wvehicle established for local gover
entities in Colorado pursuant to Part 7 of Article 75 of Title 24 of
Colorade Revised Statutes, to pocl surplus funds for investment purposes.
COLOTRUST cperates similarly to a money market fund and each share is
ecual in value to $1.00. The value of the position in the pool is the
same as the wvalue of the pool shares. The designated custcdial bank
provides safekeeping and depository services in connection with the
direct investment and withdrawal functions. Substantially all sscurities
cwned by ths pool are held by the Federzl Reserve Bank in the account
maintained for the custodial bank. The custodian’s internal records
identify the investments owned by the pool.

]
=}

Dt (D W
[ B R
=+ b &

The District’s investment in CCLOTRUST is rated ARAm by S&P. COLOTRUST
is routinely monitored by the Colorade Division of Securities with regard
to operaticns and investments. Separately issued financial statements
may be obtained at the following address:

COLOTRUST
717 177 Street, Suite 1850
Denver, CO 80202

Wi, cOlotriust, oom

Interest rate risk

As a means of limiting its exposure to fair walue losses arising from
rising interest rates, the District's investment policy limits the
District's investment portfolio to maturities of less than ten years.

Credit risk

Colorado statutes specify investment instruments meeting defined rating
and risk criteria in which local government entities may invest including
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; bankers' acceptances
of certain banks; commercial paper:; local goverrment investment pools:
written repurchase agreements collateralized by certain authorized

securities; certain money market funds; and guarantesd investment
contracts. The District has no policy that would further limit its
investment choice. As of December 31, 2022 and 2021, the District’s

investment in Colotrust Plus and the Schwab Government Money Fund, 2a7-
like investment pools, was rated ARA by Standard & Pcor‘s and BAR by
Moody’s Investors Service. The District’s investments in U. S. agencies
securities were rated AR+ by Standard & Poor’s and BRaa by Moody's
Investors Service.
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TRI-COQUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIZI, STRATEMENTS {(continued)
December 31, 2022 and 2021

2 - DEPQOSITS END INVESTMENTS (continuad)

Concentration of credit risk

The District places no limit on the amcunt the District mayv invest in any
one issuszl. More than 5 percent of the District’s investments are in
U.8. agencies securities. At December 31, 2022, Federal Farm Cradit
Bank, Federal Heme Loan Bank, Federal Home Loan Mortgags, Federal
National Mcritgage Zssociation and United States Treasury Notes securities
reprasented 14%, 24%, 4%, 7% and 30%, respectively, of the District's
investments. Bt Dbecember 31, 2021, Federal Farm Credit Bank, Federzal
Home Loan Bank, Federal Home Loan Mortgage, Federal WNational Mortgage
Association and United States Treasury Notes securities represented 14%,
26%, 4%, 10%¥ and 30%, respectively, of the District's investments.
investments.

These investments ars presented on the balance sheet as follows:

2022 2021
Cash and cash equivalents $ 3,208,820 2,656,451
Cash and cash equivalents - restricted assets 1,458,238 1,139,544
Deposits included in cash and cash equivalents (274,330) {428,210}
4,392,728 3,367,785
Long-term investments 16,585,980 16,440,986

$20, 978,708 19,808,771

Fair value measurement

Government Accounting Standards Board Statement No. 72 (GASB 72) Fair
Value Measurement and Application establishes a hierarchy of inputs to
valuation techniques used to measure fair value and requires disclosures
to be made about investment fair value measurements, the level of fair
value hierarchy, and valuation techniques. According toe GASB 72, an
investment is defined as a security or cther asset that (a) a government
holds primarily for the purpose of income or profit and (b) has a present
service capacity based solely on its ability to generate cash or £o be
scld to generate cash.

The District reccrds assets and liasbilities in accordance with GASB 72,
which establishes generzl principles for measuring fair value, provides
additional fair application guidance and enhances disclosures about fair
value measurements.

The District’s investments and derivative instruments are measurad at
fair value on a recurring basis. Fair value measurements are categorized

based on the wvaluation inputs used to measure fair value 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.
Observable inputs are inputs that reflect the assumptions market
participants would use in pricing a security and are developed based on
market data obtained from sources independent of the reporting entity.
These may include guoted prices for similar securities, interest rates,
prepayment speeds, credit risk, and others. Debt securities are valued
in accordance with the evaluated bid price supplied by the pricing
service and generally categorized as Level 2 in the hierarchy.
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TRI-COUNTY WATER CONSERVANCY DISTRICT

NOTES TO FINANCIRL STATEMENTS (continued)
bDecember 31, 2022 and 2021

DEPOSITS AND INVESTMENTS {continued)

=]

air valus measursment [(continued)

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

The following table reflects the fair value of the District’s investments
and derivative instruments as of December 31, 2022 and 2021:
2022
Assets Fair Value Measuremsnt Using
Total level 1 Level 2 Level 3
Investments ’
Colotrust $ 4,282,676
Money market deposit 110,052
U.§8. instrumentality securities:
Faederal Farm Credit Bank 2,849,132 2,848,133
Federal Homs Loan Bank 5,120,835 5,128,835
Federal Home Loan Mortgage 808,542 90g, 542
Federal Wational Mortgage
Association ) 1,445,877 1,445,877
United States Treasury Notes 6,261,593 6,261,593
Total investments $20,978. 708 16,585,980
2021
Assets Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
Colotrust $ 3,158,770
Money market deposit 208,015
0.5. instrumentality securities:
Federal Farm Credit Bank 3,127,407 3,127,407
Federal Home Loan Bank 5,611,856 5,611,856
Federal Home Loan Mortgage 877,603 877,603
Federal National Mortgage
Association 2,259,230 2,259,230
United States Treasury Notes 4,464,890 4,464,890
‘Total investments $105,808, 771 16,440,986

{A) During the year, the District invested in COLOTRUST, a local
governient investment pool. The valuation is measured at net asset value
and is designed to approximate the share value. The pool's Board of
Trustees, elected by the participants, 1s responsible for overseeing the
management of COLOTRUST, including establishing operating standards and
policies. COLOTRUST 1s designed to provide Ilocal governments with a
convenient method for investing in short-term investments carefully chose
To provide maximum safety and ligquidity, while still maximizing interest
earnings. :
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TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2022 and 20221

3 - CAPITAL ASSETS

Capital asset activitv for the vears ended December 31,

as rollows:

Beginning Ending
Balances nCreases Decreasss Balances
2022
Capital assets being
depreciated:
Water distribution systam $37,677,070 s07,086 44,215 38,439,031
Water meters 5,805,910 403,131 6,309,041
Storage tanks and
pumping stations 3,113,704 87,743 3,201,447
Buildings and improvements 108, 256 102,657 210,913
Office furniture and
fizxtures 51,095 51,095
Transportation and other
equipment 1,488,440 168,897 123,490 1,533,847
Hydropower facility 17,032,476 17,032,476
Total capital assets
being depreciated 63,376,951 1,569,504 167,705 66,778,750
Less accumulated
depreciation for:
Water distribution system 17,994,237 878,736 44,215 18,828,818
Water meters 4,190,813 217,489 4,408,302
Storage tanks and
pumping stations 1,575,135 95,167 1,670,302
Buildings and improvements 107,682 14 107,706
Office furniture and
fixtures 51,095 51,095
Transportation and other
equipment 1,206,855 96,155 123,490 1,179,520
Hydrcpower facility 3,087,137 425,811 3,512,948
Total accumulated
depreciation 28,212,964 1,713,432 167,705 29,758,691
Total capital assets, net $37,163,937 {143,928) 37,020,059
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IRTI-COUNTY WATER CONSERVANCY DISTRICT

NOTES TO FINANCIAL STRTEMENTS

December 31, 2022 and 2021

(centinued)

4

{continued)

Capital assets being

depreciated:

Water distribution system $36,989,298

Water meters

Storags tanks and
pumping stations

Buildings and improvements

Cffice furniture and
fixtures

Transportation and other
equipment

Evdropower facility
Total capital asssats

being depreciated

Less accumulated

depreciation for:
Water distribution system
Water meters
Storage tanks and
pumping stations
Buildings and improvements
Office furniture and
fixtures
Transportation and other
equipment
Hydropower facility
Total accumulated
depreciation

Beginning Ending

Balances Increases Decreases Balances
719,727 31,955 37,677,070

5,635,423 270,487 5,905,910
2,838,314 275,390 3,113,704
108,256 108,256
51,095 51,095
1,321,391 194,049 27,000 1,488,440
17,032,476 17,032,476
63,976,253 1,459,653 58,955 65,376,951
17,145,368 880,824 31,955 17,954,237
3,984,179 200,634 4,190,813
1,487,270 87,865 1,575,135
107,625 67 107,692
51,095 51,085%
1,168,569 65,286 27,000 1,206,855
2,661,326 425,811 3,087,137
26,605,432 1,666,487 58,955 28,212,964
(206,834) 37,163,987

Total capital asseits, net $37,370,821

- SHORT-TERM DEBT

20

The District had no short-term debt during the years ended December 31,
2022 and 2021.



TRI-COUNTY WATER CONSERVANCY DISTRICT

NOTES TO FINAENCIEL STZTEMENTS (continued)
Decembear 31, Z0Z2 and 2021

5 - LONG-TERM LIARILITIES

2

B.

Colerado Water Conservation Board Loan Pavable

During 2012, the District entered into & lsan agresment with <the
Colorado Water Conservation Board (CWCB) for 39,000,000, amended in
013 to §13,130,000 for the construction of an S-megawatt hydropowsr
enerating facility at the existing outlet works of Ridgway Dam. The
oan 1s feor thirty vears at two percent interest and is payable in
annual installments of $586,253 on October 1 of each year. The
District is reguired to deposit'an amount equal to one-tenth of zan
annual payment into its debt service reserve fund on the dus date of
its first annual loan payment and annually theresafier for the first
ten yesars of repayment. Such deposit has been made into a separate
account. The loan outstanding at Decembsr 31, 2022 of $10,352,092
is payable as follows:

=g D

TOTAL
. FRINCIPAL

YEAR PRINCIPAL INTEREST AND INTEREST
2023 3 379,212 207,042 586, 254
2024 386,796 198, 4357 586,253
2025 394,533 191,721 586,254
2026 402,420 183,833 586,253
2027 410,471 175,782 586,253
2028 - 2032 2,178,828 752,438 2,931,267
2033 - 2037 2,405,603 525, 664 2,931,267
2038 - 2042 2,655,880 275,287 2,931,267
2043 - 2044 1,136,248 31,259 1,169,507

310,352,092 2,545,484 12,887,576

Colorado Water Rescurces and Power Development Authority Loan Payable

On March 27, 2013, the District entered into a loan agreement with the
Colorado Water Resources and Power Develcpment Authority (CWRPDR) for
$2,000,000 for the construction of an B8-megawatt hydropowsr generzting
facility at the existing outlet works of Ridgway Dam. The loan is for
20 years at two percent interest and 1s payable in semi-annual
installments of $60,%11 on May 1 and November 1 of each year. The
loan outstanding at December 31, 2022 of 51,197,537 is payable as
follows:

TOTAL
PRINCIPAL
YERR PRINCIPAL INTEREST END INTEREST
2023 $ 98,361 23,461 121,822
2024 100,338 21,434 121,822
2025 102, 355 16,467 121,822
2026 104,412 17,410 121,822
2027 106,511 15,311 121,822
2028 - 2032 565,541 43,571 609,112
2033 120,019 1,803 121,822

$1,197,537 142,508 1,340,045
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TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIZL STATEMENTS (continusd)
Decamber 31, 2022 and 2021

5 - LOWNG-TERM LIABILITIES {continued) \

2. Celorade Water Resources and Power Developmant Zuthority Loan Pavable
(conti

Or
ontinuad)

The CWRPDA lcan is subjsct to prepayment, in whole or in part without
penalty upon prior written notice to the CWRPDA of not lass than 30
days

Long-term liabkility for the years ended Dscember 31, 2022 and 2021 was
as rollows:

BERLANCE BALANCE DUE
BEGINNING END WITHIN
F YERR ADDITION REDUCTION OF YEAR ONE YEAR
2022
CWCB Loan $10,723,868 371,776 10,352,092 379,212
CWRPD2A Loan 1,293,860 9¢,423 1,197,537 98,361
512,017,828 468,199 11,549,629 477,573
2021
CWCB Loan $11,088, 355 364,487 10,723,868 371,776
CWRPDA Loan 1,388,483 84,523 1,293,960 86,423
$12,476,838 459,010 12,017,828 468,138

In 2022 and 2021, <the District incurred interest costs totaling
$239,876 and $246,929, respectively.

6 - COMMITMENTS

Purchase Commitment
In 1877 the District entered intoc a contract with the United States of
America for the construction of the Dallas Creek Project tc store and
deliver project water for irrigation, municipal, industrial, hydropower
and other uses. The District subseguently entered into agreements with
various entities for the purchase of said water.

The irrigaticn obligation consists of thres parts totaling not less than
a $6,266,000 repayment cbligation over a fifty year period as follows.

The first part is a $2,025,000 cbhligation which regquires an annual
payment of $40,500. The second part is a $1,175,000 obligation which

requires an annual payment of 523,500, The District collects these
amounts from the Uncompahgre Valley Water Users Association which has a
contract to purchase 100% of the irrigation water. The third part is

twenty-five percent of the annval ad valorem tax the District was
authorized to collect in 1977 under state law for minimum aggregate
payments of $3,066,000 plus 55,995,164 repayment to the Coloradc River
Basin fund over a fifty year period.
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TRI—-COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continusd)
Dacembey 31, 2022 and 2021

& — COMMITMENTS (continued)

The municipal and industrial principal repayment obligaticn is
536,000,000 to be repaid in not more than fifty vears following a ten
yvear davelopment period. The outstanding obligation at December 31, 2022
and z021 was $28,166,149 and $28,715,204, respectively. The District has
agresments ior purchase of municipal and industrial water uses by other
entities. The total commitment and purchase commitments by others are as
follows by acre feet (A.F.) and cost:

DISTRICT
TOTAL COMMITMENTS PURCHASE COMMITMENTS COMMITMENT
YEARS A F. COST AF. COST A.F. COST

2000 forward 28,100 $2,180,940 15,240 1,182,830 12,860 598,110

The purchase price of water from the Dallas Creek Project is currently
$77.613523 per acre foot, with potential cost adjustments at no longer
than five year intervals. The operation, maintenance and replacement
costs were set at $8.50 per acre foot for 2022 and 2021, respectively,
subject to annual adjustment.

During 2022 and 2021, the District's payment was based on 28,100 acre
feet per the contract agreement and sold 15,240 acre feet, respectively,
as per agreements.

7 - EMPLOYEE RETIREMENT PLAN

The District contributes to each employee’s individual account in the Tri-
County Water Conservancy District 457 Plan (Flan), a defined contribution
pensicn plan for its full-time emplcoyees. The Plan is administered by CPI
Qualified Plan Consultants, Inc. Benefit terms, including contribution
regquirements, for the Plan are established and may be amended by the Board
of Directors of the District. Employees are eligible tc participate after
ninety days of full-time employment, at which point the District
contributes 5% {10% after one year’s employment) of the employees' base
salary each month. Employees are also permitted to make contributicns up
to applicable Internal Revenue Code limits.

Full vesting of benefifs begin immediately resulting in no forieitures for
the Plan. For the years ended December 31, 2022 and 2021, szmployee
contributions were $2,000 and $4,000, respectively, and the District
recognized pension expense of $120, 615 and $128, 381 respectively.

The District had no liability to the Plan at December 31, 2022 and 2021.
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TRI-COUNTY WATER CONSERVANCY DISTRICT
NOTES TC FINANCIAIL STATEMENTS !continusd)
December 31, 2022 and 2021

8 - JOINT VENTURE

The District is a participant with three municipalitias and two other watser
distriects in a Jjoint venture to erate the Project 7 Water 2uthoricy, a
water treatment facility. The author ity is governed by & six member board

consisting of an appointed representative from each of the participants.
The District is obligated by contract tc purchase the treatment of 183
million gallons of water annually from the 2Zuthority so leng as the
Authority has any unpaid debt other than for operating expenses, at rates
set by the Autherity. The rate for 2022 and 2021 was $ 1.30 and $1.15 per
thousand gallens, respectivelv, which results in a minimum annual purchase
commitment of $237,900 but the rate charged may be changed by action of the
Ruthority.

t

During the years ended December 31, 2022 and 2021, the District purchased
treatment of 315 and 868 million gallons for 51,169,183 and $998,147,
respectively. At December 31, 2022 and 2021, the District owed the
AZuthority $75,013 and $55, 926, respectively. Separate financial statements
of Project 7 Water BAuthority are available from the District or the
Authority.

9 - SPENDING AND DEBT LIMITATICNS
The State Constitution, Article ¥, Secticn 20, has several limitations,
including revenus 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 water and hydrcpower activities
are an enterprise within the meaning of Article X, Section 20, and is not
subject to the revenue limitations nor required to establish the emergency
reserves, but is subject to the property tax limitations contained therein.

i0 - RISK MANAGEMENT

The District is exposed to risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees;
and natural disasters. Such exposure, except for the distributicn system,
is covered by purchase of commercial insurance, including worker's
compensation, and employee health and accident insurance. Settled claims
resulting from these risks have not exceeded commercial insurance coverage
in any of the past three fiscal years.

11 - NCNCASH INVESTING AND FINANCING ACTIVITIES
In addition to cash invested in the acquisition and construction of capital
assets, developers and other governments contributed water distribution

system improvements valued at $377,140 for the year ended December 31,
2022,

12 — SUBSEQUENT EVENTS
Subseguent events were evaluated through June 14, 2023 which is the date
the financial statements were available to be issued.

In 2021 and 2022, domestic and international esconomies face uncertainty
related to the COVID-19 pandemic. The District may be adversely affected
through a delay in collection of the charges and negative impacts on
operations. However, the related financial impact cannot be reascnably
estimated at this time.
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