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Independent Auditor’s Report
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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and the City Council
City of Fort Morgan

Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Fort Morgan, as of
and for the year ended December 31, 2023, and the related notes to the financial statements, which
collectively comprise the City of Fort Morgan’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Fort Morgan, as of December 31, 2023, and
the respective changes in financial position and cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America

Basis for Opinions

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of City
of Fort Morgan and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audit. 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

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City of Fort Morgan’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with generally accepted auditing standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the 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 a test basis, evidence regarding the amounts and disclosures in the financial
statements.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’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 the City’s ability to continue as a going concern for a reasonable
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 audit.

Required Supplementary Information

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

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Fort Morgan’s basic financial statements. The combining and individual nonmajor
fund financial statements, the budgetary comparison schedules, and the Local Highway Finance Report
listed in the table of contents are presented for purposes of additional analysis and are not a required part
of the basic financial statements. Such information is the responsibility of management and was derived
from and relates 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
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements




or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements, the budgetary comparison schedules, and the Local Highway Finance
Report listed in the table of contents are fairly stated, in all material respects, in relation to the financial
statements as a whole.

Littleton, Colorado
June 13, 2024
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City of Fort Morgan
Management’s Discussion and Analysis
December 31, 2023

As management of the City of Fort Morgan, Colorado (the "City”), we offer readers of the City's
financial statements this narrative overview and analysis of the financial activities of the City for
the fiscal year ended December 31, 2023.

FINANCIAL HIGHLIGHTS

The assets and deferred outflows of resources of the City exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by $192.3 million (net position). Of
this amount, $65.2 million (unrestricted net position) may be used to meet the government’s
ongoing obligations to citizens and creditors.

The government’s total net position increased by $3.7 million in the current year. The City
recognized an approximate $5.4 million decrease in its main operating fund (General Fund) and
also had an increase of $0.5 million in its enterprise funds net position.

As of the close of the current fiscal year, the City’'s governmental funds reported a combined
ending fund balance of $26.5 million, a decrease of $6.3 million or 19.2%. Of this amount, $23.6
million is available for spending through the adoption of the 2024 budget.

The General Fund’s unassigned fund balance at December 31, 2023, was $23.6 million, or 150% of
total General Fund expenditures.

For 2023, the City’'s total debt decreased by $1.8 million to $16.2 million.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and
the Statement of Activities (on pages 18 and 19) provide information about the activities of the
City as a whole and present a long-term view of the City’s finances. The fund basic financial
statements start on page 20. For governmental activities, these statements tell how these services
were financed in the short term as well as what remains for future spending. Fund financial
statements also report the City’s operations in more detail than the government-wide statements
by providing information about the City’'s most significant funds. The statements for fiduciary funds
provide financial information about activities for which the City acts solely as a frustee or agent
for the benefit of those outside of the government.

Reporting the City as a Whole

Our analysis of the City as a whole begins on page 18. One of the most important questions asked
about the City’'s finances is, “is the City as a whole better off or worse off as a result of the year's
activities?2” The Statement of Net Position and the Statement of Activities report information about
the City as a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar
to the accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid.

These two statements report the City's net position and changes in them. You can think of the
City’s net position, the difference between assets, deferred outflows of resources, liabilities, and
deferred inflows of resources as one way to measure the City’s financial health, or financial
position. Over time, increases or decreases in the City's net position are one indicator of whether
its financial health is improving or deteriorating. You will need to consider other non-financial



City of Fort Morgan
Management’s Discussion and Analysis
December 31, 2023

factors, however, such as changes in the City's property tax base and the condition of the City's
roads and infrastructure, to assess the overall health of the City.

In the Statement of Net Position and the Statement of Activities, we divide the City into two kinds
of activities:

e Governmental Activities — Most of the City's basic services are reported here, including police,
fire, public works, recreation, golf, cemetery, library, museum, parks and general
administration. Property taxes, sales taxes, franchise fees, and grants finance most of these
activities.

e Business-type activities — The City charges a fee to customers to help it cover all or most of the
cost of certain services it provides. The City's electric, gas, water, wastewater, and sanitation
operations are reported here.

Reporting the City’s Most Significant Funds

Our analysis of the City’'s major funds begins on page 20. The fund financial statements provide
detailed information about the most significant funds, not the City as a whole. Some funds are
required to be established by State law or by bond covenants. However, the City Council
establishes many other funds to help it control and manage money for particular purposes or to
show that it is meeting legal responsibilities for using certain taxes, grants, and other money. The
City’s two main kinds of funds, governmental and proprietary, use different accounting
approaches.

Governmental funds focus on how money flows info and out of these funds and the balances left
at year-end that are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the City's general government operations and the basic financial resources
that can be spent in the near future to finance the City's programs. We describe the relationship
(or differences) between governmental activities (reported in the Statement of Net position and
Statement of Activities) and governmental funds in a reconciliation included with the fund
financial statements. The governmental funds of the City are the General Fund, Police Forfeiture
Fund, Capital Improvement Fund, and Conservation Trust Fund. The Police Forfeiture Fund was
closed as of December 31, 2023.

Proprietary funds — When the City charges customers for the services it provides, whether to outside
customers or to other units of the City, these services are generally reported in proprietary funds
which are reported in the same way that all activities are reported in the Statement of Net Position
and the Statement of Activities. The City's enterprise funds are reported as business-type activities
in the government-wide statements. These enterprise fund statements provide more detail and
additional information, such as cash flows, for proprietary funds. The enterprise funds of the City
are the Electric Fund, Gas Fund, Water Fund, Wastewater Fund, and Sanitation Fund. We use an
internal service fund (the other component of proprietary funds) to report activities that provide
supplies and services for the City’s other programs and activities, such as the City’s Self Insurance
Fund.

The City as Trustee

The City is the trustee, or fiduciary, for other assets that because of a trust arrangement, can be
used only for the trust beneficiaries. All of the City’s fiduciary activities are reported in separate
Statements of Fiduciary Net Position and changes in Fiduciary Net Position on pages 26 and 27.
We exclude these activities from the City's other financial statements because the City cannot
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use these assets to finance its operations. The City is responsible for ensuring that the assefs
reported in these funds are used for these infended purposes. As of December 31, 2023, the
Cemetery Perpetual Care Fund is the City’s only remaining trust fund. The Riverview Commons GID
Fund was closed as of December 31, 2023.

THE CITY AS A WHOLE

Net Position

Net position may serve over time as a useful indicator of a government’s financial position. In the
case of the City, assets exceeded liabilities by $192.3 million at December 31, 2023. By far, the
largest portfion of the City's net position (64.7%) reflects its investments in capital assets (e.g., land,
buildings, machinery, equipment); less any related debt used to acquire those assets that is sfill
outstanding. The City uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City's investment in capital assefs is
reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to
liguidate these liabilities.

An addifional portion of the City's net position (1.4%) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position
($65.2 milion) may be used to meet the government’s ongoing obligations to citizens and
creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three
categories of net position, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation was true for the prior fiscal year.

Summary of Net Position
December 31, 2023 and 2022

Governmental activities Business-type activities Total
2023 2022 (restated) 2023 2022 2023 2022 (restated)

Assets:
Current and other assets $ 40,394,903 $ 43,936,639 $ 45,580,267 $ 51,629,410 $ 85975170 $ 95566,049
Capital assets 75,199,442 67,956,678 68,725,201 65,193,335 143,924,643 133,150,013

Total Assets 115,594,345 111,893,317 114,305,468 116,822,745 229,899,813 228,716,062
Deferred outflows of resources 3,642,570 1,253,491 3,444,909 918,767 7,087,479 2,172,258
Liabilities:
Long-term liabities outstanding 18,010,015 12,652,442 11,652,814 8,405,153 29,662,829 21,057,595
Other-liabilities 3,291,429 1,743,816 2,440,292 2,571,713 5,731,721 4,315,529

Total liabilities 21,301,444 14,396,258 14,093,106 10,976,866 35,394,550 25,373,124
Deferred inflows of resources 2,832,888 6,917,266 6,451,717 10,035,867 9,284,605 16,953,133
Net position:
Net investment in capital asse 65,774,201 59,436,678 58,675,684 57,399,335 124,449,885 116,836,013
Restricted 2,665,711 3,378,378 - - 2,665,711 3,378,378
Unrestricted 26,662,671 29,018,228 38,529,870 39,329,444 65,192,541 68,347,672

Total net position $ 95,102,583 $ 91,833,284 $ 97,205,554 $ 96,728,779 $ 192,308,137 $ 188,562,063

Net position of the City's governmental activities increased 3.6% ($95.1 milion compared to $91.8
million). Unrestricted net position decreased $2.4 million.

11
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The net position of the City’s business-type activities increased $0.5 million. The City generally can
only use this net position to finance the continuing operations of the electric, gas, water,
wastewater, and sanitation functions.

Summary of Changes in Net Position
December 31, 2023 and 2022

Governmental activities Business-type activities Total
2023 2022 (restated) 2023 2022 2023 2022 (restated)
Revenues
Program Revenues:
Charges for services $ 1,219,482 % 1,098,673 $42,202,618 $43,553,137  $ 43,422,100 $ 44,651,810
Operating grants and contributions 2,404,308 2,391,457 - - 2,404,308 2,391,457
Capital grants and contributions 678,364 793,511 492,655 511,728 1,171,019 1,305,239
General Revenues: - -
Property taxes 2,100,994 2,160,913 - - 2,100,994 2,160,913
Sales & use tax 14,342,966 13,783,338 - - 14,342,966 13,783,338
Intergov ernmental-in lieu of tax 4,025,633 4,130,883 - - 4,025,633 4,130,883
Franchise taxes 79.893 85,990 - - 79.893 85,990
Specific ownership taxes 187,155 179,559 - - 187,155 179,559
Earnings on investments 950,305 (524,644) 1,340,692 (907,860) 2,290,997 (1,432,504)
Miscellaneous 471,164 588,123 1,171,103 984,140 1,642,267 1,572,263
Gain on sale of capital assets 18,326 120 - 9,252 18,326 9,372
Total Revenues 26,478,590 24,687,923 45,207,068 44,150,397 71,685,658 68,838,320
Expenses
General government 2,053,005 2,046,433 - - 2,053,005 2,046,433
Public safety 7,421,216 5,993,470 - - 7,421,216 5,993,470
Community development/public w 5,160,579 5,169,638 - - 5,160,579 5,169,638
Parks and recreation 8,347,092 5,790,213 - - 8,347,092 5,790,913
Electric - - 23,717,374 23,677,275 23,717,374 23,677,275
Water - - 10,190,490 9,027,488 10,190,490 9,027,488
Gas - - 5,893,834 5,804,850 5,893,834 5,804,850
Waste-water - - 3,326,463 2,577,837 3,326,463 2,577,837
Sanitation - - 1,602,132 1,342,370 1,602,132 1,342,370
Interest on long-term debt 227,399 150,270 - - 227,399 150,270
Total Expenses 23,209,291 19,150,724 44,730,293 42,429,820 67,939,584 61,580,544
Change in net position 3,269,299 5,537,199 476,775 1,720,577 3,746,074 7,257,776
Net position beginning of year 91,833,284 86,296,085 96,728,779 95,008,202 188,562,063 181,304,287
Net position end of year $95,102,583 $ 91,833,284 $97.205,554  $96,728,779  $192,308,137 $ 188,562,063

Governmental activities increased the City’s net position by $3.3 million accounting for 87.3% of
the total City's increase in net position. Key elements of this increase are presented in the summary
of changes in net position shown above. The cost of all governmental activities this year was $23.2
million, $4.1 million higher than last year. However, as shown in the Statement of Activities on page
19, the amount that our taxpayers ultimately financed for these activities through City taxes was
$16.7 million.

Revenues of the business-type activities increased by $1.1 million or 2.4% and expenses increased
by $2.3 million or 5.4%. Expenses increased primarily due to an overall increase in operating costs.

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. One of the differences between the governmental activities

12
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as reported in the government-wide Statement of Activities on page 19 and the individual
governmental fund financial statements reported on pages 20 to 23 is the reporting of capital
asset acquisitions. For the government-wide financial statements, any new capital assets are
capitalized and only depreciation expense for those assets is reported in the Statement of
Activities. In the individual governmental fund financial statements, the expenditure for capital
asset acquisitions is reported in the Statement of Revenues, Expenditures and Changes in Net
Position. Therefore, governmental fund capital asset acquisitions of $11.9 million included in capital
outlay on page 22 is not reflected as an expense on page 19.

2023 Revenue by Source-Governmental Funds

Charges for services
4.8%

Infergovernmental
24.3%

Licenses and permits/

0.3% —

Fines and
forfeitures
0.5%

Earnings on
investments
3.7%

Taxes

Other
0.8%

As the City completed the year, its governmental funds (as presented in the Balance Sheet on
page 20) reported a combined fund balance of $26.5 million. Included in this year's total change
in fund balance is a decrease of $5.4 million in the General Fund, primarily due to the transfer to
the Capital Improvement Fund to cover the purchase of a new Public Works building.
Governmental fund revenue increased by $1.8 million from 2022, primarily due to a sustained
increase in short-term interest rates resulting in a $1.5 million increase in investment earnings in
2023.

2023 Expenditures by Type-Governmental Funds

General government,

Capital 4%
outlay, 47% /
Public
/_sofety, 21%
Debt service, 3% c "
ommunity
\ »'  development

and public
works, 6%
Parks and recreation, 19%/

Governmental expenditures increased $5.8 million in 2023. General Fund expenditures increased
$1.4 million over 2022, in part due to an implementation of market survey salary increases.
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Expenditures for capital outlay in the Capital Improvement Fund increased $3.9 million from 2022.
Capital outlay varies by project and can change significantly from one year to the next.

Changes in General Fund Expenditures

General Public safety Community Parks and
government development recreatfion
and public works

m2022 m2023

8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000

1,000,000 . -

BUDGETARY HIGHLIGHTS

The General Fund’s Budget to Actual report is presented as required supplementary information
on pages 67 and 68. In the General Fund, the actual charges to appropriations (expenditures)
were $0.4 million below the budgeted amounts. The Capital Improvement Fund expenditures
were equal to budget.

Resources available for appropriation (revenues) in the General Fund for 2023 were $3.0 million
above the final budgeted amount. Sales taxes were the largest portion of this positive variance at
$1.0 million above the budgeted amount.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2023, the City had $140.7 million invested in a broad range of capital assets, including
police and fire equipment, buildings, park facilities, roads, airport facilities, and electric, gas,
water, and sewer plants and systems (see below). This amount represents an increase (including
additions, deductions, and depreciation) of $7.5 million, or 5.6% from 2022.

14
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Capital Assets
December 31, 2023 and 2022

2023 2022 (restated)
Governmental Activities:
Land $ 4,865,833 $ 4,865,833
Infrastructure 54,843,019 50,278,253
Golf Course 4,238,953 4,163,139
Land Improvements 15,469,495 15,374,017
Buildings and Improvements 30,644,561 25,006,761
Vehicle and or Mowing Equipment 7,588,733 7,481,985
General Equipment 5,662,233 5,400,217
Construction in Progress 4,252,877 3,274,270
Total Governmental Capital Assets 127,565,704 115,844,475
Accumulated Depreciation (52,366,262) (47,887,797)
Capital Assets, Net of Depreciation 75,199,442 67,956,678
Business-type Activities:
Land and water rights 12,557,469 12,532,469
Electric System 31,572,077 30,214,802
Water System 58,535,051 57,134,600
Gas System 4,922,994 4,922,994
Sewer System 23,981,124 22,642,904
Sanitation Sysetm 2,075,636 1,885,065
Construction in Progress - 1,101,154
Total Business-Type Capital Assets 133,644,351 130,433,988
Accumulated Depreciation (68.184,667) (65,240,653)
Business-Type Activities Capital Assets, Net of Depreciati 65,459,684 65,193,335

Additional information on the City’s capital assets can be found in Note 5 on pages 41 and 42 of

this report.

Debt Administration

At year-end, the City had $16.2 million in bonds, notes, leases, and other obligations outstanding
versus $18.0 million in 2022. This is a decrease of $1.8 million (10%) as shown in the table below with
more information in Note 7 on pages 43 and 44.

Summary of Debt
December 31, 2023 and 2022

2023 2022 (restated)
Revenue bonds $ 6,784,000 $ 7,794,000
Fieldhouse and Fire Trucks 9,425,241 10,211,277
Total $ 16,209,241  $ 18,005,277

The State limits the amount of general obligation debt that cities can issue to 3 percent of the
actual value of the taxable property within the City's corporate limits. The City currently has no
outstanding general obligation debt, so the full $39 million state-imposed limit is available subject
to voter approval and authorization.
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December 31, 2023

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

The City's elected and appointed officials considered many factors when setting the 2024 budget,
tax rates, and fees. One of those factors is the economy. The city's sales and use tax revenues
increased by $427 thousand (4.1%). This increase was greater than both the Denver-Aurora-
Lakewood and U.S. CPI which were 3.5% and 3.4%, respectively for 2023.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’'s finances and to show the City's accountability for
the money it receives. If you have question about this report or need additional financial
information, please contact the City Treasurer’s Office af City of Fort Morgan, 710 E. Railroad Ave.,
Fort Morgan, CO 80701.
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City of Fort Morgan

Basic Financial Statements
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ASSETS
Cash and investments
Accounts and taxes receivable
Prepaid items
Inventories

City of Fort Morgan
Statement of Net Position
December 31, 2023

Restricted cash, cash equivalents and investments

Lease receivable
Capital assets, not being depreciated

Capital assets, net of accumulated depreciation

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related fo pensions
Deferred outflows related to OPEB
Deferred utility costs

TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable
Customer deposits
Accrued expenses
Ofther liabilities
Accrued interest payable
Long-term liabilities:
Due within one year
Due in more than one year
Net pension liability
Net OPEB liability
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions
Deferred inflows related to OPEB
Unearned revenue

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

TOTAL NET POSITION

PRIMARY GOVERNMENT
GOVERNMENTAL __ BUSINESS-TYPE

ACTIVITIES ACTIVITIES TOTAL

$ 33,848,965 $ 34775747 $ 68,624,712

4,376,212 5,477,965 9,854,177

131,230 192,233 323,463

67,379 2,322,400 2,389,779

1,971,117 2,811,922 4,783,039

- 3,265,517 3,265,517

9,118,710 12,557,469 21,676,179

66,080,732 52,902,215 118,982,947

115,594,345 114,305,468 229,899,813

3,565,586 2,269,985 5,835,571

76,984 61,589 138,573

- 1,113,335 1,113,335

3,642,570 3,444,909 7,087,479

2,089,839 2,148,598 4,238,437

21,433 69,674 91,107

646,881 204,033 850,914

489,779 - 489,779

43,497 17,987 61,484

832,765 1,045,000 1,877,765

9,160,953 6,104,253 15,265,206

7,669,727 4,226,304 11,896,031

346,570 277,257 623,827

21,301,444 14,093,106 35,394,550

270,515 114,667 385,182

135,041 108,033 243,074

2,427,332 6,229,017 8,656,349

2,832,888 6,451,717 9,284,605

65,205,724 58,675,684 123,881,408

2,665,711 - 2,665,711

27,231,148 38,529,870 65,761,018

$ 95,102,583 $ 97,205,554  $ 192,308,137

The accompanying notes are an integral part of these financial statements.
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ASSETS
Cash, cash equivalents and investments

Restricted cash, cash equivalents and investments

Receivables

Inventories
Prepaid items

TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued expenses
Accrued payroll expenses
Customer deposits
Other liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Unearned revenue
TOTAL DEFERRED INFLOWS OF RESOURCES

FUND BALANCES
Nonspendable
Committed
Restricted
Unassigned

TOTAL FUND BALANCES

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES

City of Fort Morgan

Balance Sheet

Governmental Funds

December 31, 20

23

CAPITAL OTHER TOTAL
GENERAL  IMPROVEMENT GOVERNMENTAL GOVERNMENTAL
FUND FUND FUNDS FUNDS
$24,208944 $ 634720 $ 556912 $ 25400576
1,565,951 405,166 - 1,971,117
3,473,055 687,173 147,548 4,307,776
67,379 - - 67,379
108,238 - - 108,238
$29.423,567 $ 1727059 $ 704,460 $  31,855086
$ 344228 $ 1652112 $ 77,620 % 2,073,960
] 43,497 - 43,497
301,401 - - 301,401
21,433 - - 21,433
489,779 - - 489,779
1,156,841 1,695,609 77,620 2,930,070
2,427,332 - - 2,427,332
2,427,332 - - 2,427,332
175,617 - - 175,617
- 31,450 - 31,450
2,038,871 - 626,840 2,665,711
23,624,906 - - 23,624,906
25,839,394 31,450 626,840 26,497,684
$29.423567 $ 1,727,059 $ 704,460 $ 31855086

The accompanying notes are an integral part of these financial statements.
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City of Fort Morgan

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position

For the Year Ended December 31, 2023

Amounts reported for governmental activities in the statement of net position
are different because:

Total fund balance - governmental funds

Capital assets used in governmental activities are not financial resources and
therefore are not reported as assets in governmental funds:

Capital assets 127,565,704
Less: Accumulated depreciation (52,366,262)
Net capital assets 75,199,442

Long-term liabilities are not due and payable in the current period and, therefore, are
not reported in the fund financial statements.
Lease and other obligations
Compensated absences payable

Pension and OPEB liabilities and related deferred inflows and deferred outflows
of resources are not current financial resources and, therefore, are
not reported in the fund financial statements.
Net pension liability
Deferred outflows of resources relating fo pensions
Deferred inflows of resources relating to pensions
Net OPEB liability
Deferred outflows of resources relating to OPEB
Deferred inflows of resources relating to OPEB

Internal service funds are collapsed into governmental activities

Total net position - governmental activities

The accompanying notes are an integral part of these financial statements.
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$

26,497,684

75,199,442

(9,425,241)
(568,477)

(7,669,727)
3,565,586
(270,515)
(346,570)
76,984
(135,041)

8,178,458

$

95,102,583




City of Fort Morgan
Governmental Funds
Combined Statement of Revenues, Expenditures
and Changes in Fund Balances
For the Year Ended December 31, 2023

CAPITAL OTHER TOTAL
GENERAL IMPROVEMENT GOVERNMENTAL GOVERNMENTAL
FUND FUND FUNDS FUNDS
REVENUES:
Taxes $ 9,579,057 % 7131951 % - $ 16,711,008
Licenses and Permits 81,326 - - 81,326
Intergovernmental 5,511,539 370,028 308,336 6,189,903
Charges for Services 1,219,482 - - 1,219,482
Fines and Forfeitures 131,797 - - 131,797
Miscellaneous 193,716 10,000 - 203,716
Earnings on Investments 809,186 123,117 - 932,303
TOTAL REVENUES 17,526,103 7,635,096 308,336 25,469,535
EXPENDITURES:
Current:
General Government 1,334,071 - - 1,334,071
Public Safety 6,783,685 - - 6,783,685
Community development and public works 1,935,365 - - 1,935,365
Parks and recreation and golf 5,693,765 - - 5,693,765
Debt Service:
Principal - 786,036 - 786,036
Interest - 227,399 - 227,399
Capital outlay - 14,756,232 177,548 14,933,780
TOTAL EXPENDITURES 15,746,886 15,769,667 177,548 31,694,101
Excess (deficiency) of revenues over (under) expenditures 1,779,217 (8,134,571) 130,788 (6,224,566)
OTHER FINANCING SOURCES (USES)
Transfers in 43,037 7,200,000 - 7,243,037
Sale of assets 18,326 - - 18,326
Transfers out (7,293,560) - (43,037) (7,336,597)
TOTAL OTHER FINANCING SOURCES (USES) (7.232,197) 7,200,000 (43,037) (75,234)
NET CHANGE IN FUND BALANCE (5,452,980) (934,571) 87,751 (6,299.,800)
FUND BALANCES, BEGINNING OF YEAR 31,292,374 966,021 539,089 32,797,484
FUND BALANCES, END OF YEAR $25,839,394 % 31,450 $ 626,840 % 26,497,684

The accompanying notes are an integral part of these financial statements.
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City of Fort Morgan

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

For the Year Ended December 31, 2023

Amounts reported for governmental activities in the statement of activities are different because:
Total net change in fund balances - governmental funds $ (6,299.800)

Capital outlays to purchase or build capital assets are reported in governmental funds as expenditures.
However, for governmental activities, those costs are capitalized in the statement of net position and
allocated over their estimated useful lives as annual depreciation expense in the statement of activities.
This is the amount by which capital outlay and disposals exceeded depreciation during the period.

Capital outlay 11,902,953
Net book value of capital assets disposed (11,034)
Depreciation expense (4,649.155)

Net amount 7,242,764

Payments of long-term debt principal are expenditures in governmental funds, but the payments
reduce long-term liabilities in the statement of net position and do not affect the statement
of activities. This amount represents payments on long-term debt and accrued interest during the year. 819,475

Internal service funds are collapsed info governmental activities. 1,084,289

An increase in accrued compensated absences liability is reflected as an increase to expense on the
statement of activities and not reflected as an expense on the governmental fund statement of revenues,

expendifures and changes in fund balances. (74,558)

Changes in the City's net pension liability, net OPEB liability, deferred outflows of resources and

deferred inflows of resources related to the City's pension and OPEB plans for the current year do not

require the use of current financial resources, and therefore, are not reported as income in the

governmental fund financial statements. 497,129

Change in net position of governmental activities $ 3,269,299

The accompanying notes are an integral part of these financial statements.
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City of Fort Morgan
Statement of Fiduciary Net Position
December 31, 2023

CEMETERY RIVERVIEW
PERPETUAL CARE COMMONS GID
FUND FUND

ASSETS

Restricted cash, cash equivalents and investments $ 798,653 % -

Receivables 1,496 -
TOTAL ASSETS 800,149 -
LIABILITIES

Accounts Payable 1,060 -
TOTAL LIABILITIES 1,060 -
FIDUCIARY NET POSITION $ 799,089 % -

The accompanying notes are an integral part of these financial statements.

27



City of Fort Morgan
Statement of Changes in Fiduciary Net Position
December 31, 2023

CEMETERY RIVERVIEW
PERPETUAL CARE COMMONS GID
FUND FUND

ADDITIONS

Charges for services $ 12,420 % -

Earnings on investments 7.112 -

Transfers in 2,530 93,560
TOTAL ADDITIONS 22,062 93,560
DEDUCTIONS

Parks and recreation 2,530 -
TOTAL DEDUCTIONS 2,530 -
CHANGE IN FIDUCIARY NET POSITION 19,532 93,560
FIDUCIARY NET POSITION (DEFICIT) BEGINNING OF YEAR 779,557 (93,560)
FIDUCIARY NET POSITION END OF YEAR $ 799,089 % -

The accompanying notes are an integral part of these financial statements.
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City of Fort Morgan
Notes to Financial Statements
December 31, 2023

1. Summary of Significant Accounting Policies

The financial statements of the City of Fort Morgan, Colorado (the "City”) have been prepared in
conformity with accounting principles generally accepted in the United States of America ("GAAP”)
as applied to government units. The Governmental Accounting Standards Board ("GASB") is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the City's accounting policies are described below.

Reporting Entity

The City was incorporated in 1887 and adopted its Home Rule Charter during 1914. The City operates
under a Council-Manager form of government and provides the following services as authorized by
its charter: public safety; highways and streets; sanitafion; health and social services; culture -
recreation; education; public improvements; planning and zoning; and general administrative
services. The City's basic financial statements include the accounts of all City operations. As required
by GAAP, these financial statements present the activities of the City, which is legally separate and
financially independent of other state and local governments.

As defined by GAAP established by the GASB, the financial reporting entity consists of the primary
government, as well as component units, which are legally separate organizations for which elected
officials of the primary government are financially accountable. Financial accountability is defined
as:

1. Appointment of a voting majority of the component unit's governing board, and either, a) the
ability to impose its will by the primary government, or b) there is a potential for the component
unit o provide specific financial benefits to, or impose specific financial burdens on, the primary
government; or

2. Fiscal dependency on the primary government and there is a potential for the organization to
provide specific benefits to or impose specific financial burdens on the primary government
regardless of whether the organization has (1) a separately elected governing board, (2) a
governing board appointed by a higher level of government or (3) a jointly appointed board.

Based on the application of these criteria, there are no component units included in the City's
reporting entity.

Government-wide and Fund Financial Statements

The City uses funds to report its financial position and results of operations. Fund accounting is
designed to demonstrate legal compliance and to aid financial management by segregating
fransactions related to certain government functions or activities. A fund is a separate accounting
enfity with a self-balancing set of accounts.

Funds are classified into three categories: governmental, proprietary, and fiduciary. Each category,
in furn, is divided into separate " fund types." Governmental funds are used to account for all, or most
of a government's general activities, including the collection and disbursement of earmarked funds
(special revenue funds), and the capital projects funds.

The following are the City's major governmental funds:

General Fund - The General Fund (a major fund) is the City's general operating fund and is used to
account for all financial transactions except those required to be accounted for in another fund.
Major revenue sources include local property taxes, sales tax, franchise tax and other
infergovernmentalrevenues. Expendituresinclude all costs associated with the daily operations of



City of Fort Morgan
Notes to Financial Statements
December 31, 2023

general government, public safety, public works, parks and recreation and community
development.

Capital Improvement Fund - This fund accounts for the sales tax revenues used to fund the City's
capital improvement projects. It is a major special revenue fund.

Proprietary funds focus on the determination of the changes in net position, financial position and
cash flows and are classified as enterprise funds or internal service funds. Enterprise funds may be
used to account for any activity for which a fee is charged to external users for goods or services.
The City's major enterprise funds include the Electric, Water, Gas, and Wastewater funds. The internall
service fund accounts for operations that provide services to other departments or agencies of the
City, or to other governments, on a cost-reimbursement basis. The City has one internal service fund,
the Self Insurance Fund.

For the current year, the City reported two fiduciary funds. The Cemetery Perpetual Care Fund
accounts for nonexpendable corpus amounts, of which the investment earnings are tfransferred o
the General Fund fo assist in covering operating costs. The Riverview Commons General
Improvement District Fund (“District”) was created to help defray costs of public improvements
needed fo serve the residential portion of the project. In 2023, City Council passed a resolution o
close the District Fund and transfer any remaining balances into the General Fund.

Basis of Presentation
Government-wide Financial Statements

The statement of net position and the statement of activities display information about the City as a
whole. These statements include the financial activities of the primary government. The statements
distinguish between those activities of the City that are governmental and those that are considered
business-type activities. The government-wide statements are prepared using the economic
resources measurement focus and the accrual basis of accounting. This is the same approach used
in the preparation of the proprietary fund financial statements but differs from the manner in which
governmental fund financial statements are prepared. Governmental fund financial statements
therefore include reconciliations, with a brief explanation, to better identify the relationship between
the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the City and for each function
or program of the City's governmental activities. Direct expenses are those that are specifically
associated with a service, program or department and therefore clearly identifiable to a particular
function.

Program revenues include charges paid by the recipient of the goods or services offered by the
program and grants and confributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues, which are not classified as program revenues, are
presented as general revenues of the City, with certain limited exceptions. The comparison of direct
expenses with program revenues identifies the extent to which each business segment or
governmental function is self-financing or draws from the general revenues of the City.

Fund Financial Statements

Fund financial statements report detailed information about the City. The focus of governmental and
proprietary fund financial statements is on major funds rather than reporting funds by type. Each
major fund is presented in a separate column. Non-maijor funds are aggregated and presented in a
single column.



City of Fort Morgan
Notes to Financial Statements
December 31, 2023

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they
are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the City considers revenues to be available if they are collected within sixty
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is
due.

Cigarette taxes, sales taxes, auto use taxes, taxpayer-assessed taxes, earnings on investments and
charges for services are all considered to be susceptible to accrual and so have been recognized
as revenues of the current fiscal period.

The proprietary fund type is accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets, deferred outflows of resources, liabilities, and deferred inflows
of resources associated with the operations of the fund are included on the statement of net position.
The statement of revenues, expenses and changes in net position presents increases (i.e., revenues)
and decreases (i.e., expenses) in total net position. The statement of cash flows provides information
about how the City finances and meets the cash flow needs of its proprietary activities.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported
on the financial statements. Government-wide financial statements are prepared using the accrual
basis of accounting. Governmental funds use the modified accrual basis of accounting. Proprietary
funds use the accrual basis of accounting.

Revenues - Exchange and Non-Exchange Transactions

Revenues resulting from exchange fransactions, in which each party gives and receives essentially
equal value, are recorded on the accrual basis when the exchange takes place. On a modified
accrual basis, revenues are recorded in the fiscal year in which the resources are measurable and
become available. Available means that the resources will be collected within the current fiscal year
or are expected to be collected soon enough thereafter to be used to pay liabilities of the current
fiscal year. For the City, available means expected to be received within sixty days of fiscal year-end.

Non-exchange transactions, in which the City receives value without directly giving equal value in
return, include property taxes, grants, intergovernmental revenues and donations. On an accrual
basis, revenues from property taxes are recognized in the fiscal year for which the taxes are levied.
Revenues from grants, intergovernmental revenues and donations are recognized in the fiscal year
in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year
when use is first permitted, mafching requirements, in which the City must provide local resources to
be used for a specified purpose, and expenditure requirements, in which the resources are provided
to the City on a reimbursement basis. On a modified accrual basis, revenue from non-exchange
fransactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at fiscal year-end: sales taxes and other intergovernmental revenues.
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Unearned Revenue

Unearned revenues arise when potential revenue does not meet both the "measurable” and
"available" criteria for recognition in the current period. Unearned revenues also arise when resources
are received by the City before it has a legal claim to them, as when grant monies are received prior
to meeting eligibility requirements. In subsequent periods, when both revenue recognitfion criteria are
met, or when the City has a legal claim to the resources, the deferred inflow of resources for
unearned revenue is removed and revenue is recognized.

Expenses/ Expenditures

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The
measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period
in which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation
and amortization, are not recognized in governmental funds.

Accounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. General revenues include all faxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with the proprietary funds principal ongoing operations. The principal operating
revenues of the government's enterprise and internal service funds are charges to customers for sales
and services. Operating expenses for enterprise and internal service funds include the cost of sales
and services, administrative expenses, and depreciation on capital assets. Allrevenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.

Budgets and Budgetary Accounting

An annual budget and appropriation ordinance is adopted by the City Council in accordance with
the City Charter. The budget is prepared on a basis consistent with GAAP for all governmental and
proprietary funds, except that for proprietary funds, principal payments of long-term liabilities and
purchases of capital assets are budgeted as expenditures, and the issuance of long-term liabilities
are budgeted as other financing sources.

On, or about October 15, the City Manager submits to the City Council a proposed operating budget
for the fiscal year commencing the following January 1. The operating budget includes proposed
expenditures and the means of financing them. Also, public hearings are conducted at a special
meeting and at regular City Council meetings to obtain taxpayer comments. Prior o December 15,
the budget is legally adopted by the City Council.

Colorado law requires that all funds have legally adopted budgets and total expenditures for each
fund cannot exceed the amount appropriated. The fund level of classification is the level of
classification at which expenditures may not legally exceed appropriations.

All appropriations lapse at the end of each fiscal year. Appropriations for a fund may be increased
provided they are offset by unanticipated resources. Budgeted expenditures reported in the
accompanying financial statements are as originally adopted and as amended by the City Council
throughout the year.
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The following is a summary of the original budget, total revisions, and revised budget for those funds
with amended budgets for the year ended December 31, 2023:

_ - Revised
Original Budget Total Revisions Budget
Governmental funds:
General Fund $ 17,508,186 $  5532,260 $ 23,040,446
Capital Improvement Fund 11,994,000 3,775,667 15,769,667
Police Forfeiture Fund - 43,037 43,037
Conservation Trust Fund 1,150,000 - 1,150,000
Internal Service fund:
Self Insurance Fund 5,410,809 - 5,410,809
Enterprise funds:
Electric Fund 23,370,181 913,745 24,283,926
Water Fund 9,436,059 795,211 10,231,270
Gas Fund 6,682,822 - 6,682,822
Waste Water Fund 3,282,292 - 3,282,292
Sanitation Fund 1,373,770 427,631 1,801,401
Fiduciary fund:
Cemetery Perpetual Care Fund 8,000 - 8,000
Riverview GID Fund - 30,000 30,000
Total funds $ 80,216,119 $ 11,517,551 $ 91,733,670

Cash, Cash Equivalents and Investments

Cash, cash equivalents and investments include cash on hand, demand deposits, cerfificates of
deposit, participation in local government investment pools, government securities, money markefts,
and corporate securities. All cash equivalents have an original maturity date of less than three
months. Cash balances from different funds are combined and invested to the extent possible in
local government investment pools.

To improve cash management, cash received by the City is pooled and invested. Monies for all funds
are maintained in this pool. Individual fund integrity is maintained through the City's records. Interest
in the pool is presented as "Cash and Cash Equivalents” in the financial statements. Investments of
the City's cash management pool and investments with an original maturity of three months or less
at the time they are purchased by the City are presented on the financial statements as cash
equivalents. Investments with an initial maturity of more than three months that were not purchased
from the pool are reported as investments.

Investments are reported at fair value in accordance with GASB Statement No.72, Fair Value
Measurement and Application.

Restricted Cash

The amounts restricted are in compliance with various debt requirements associated with the City's
long term debt.

Property Taxes
Property taxes are levied prior fo December 31 and attach as an enforceable lien on property on

January 1. Taxes are payable in full on April 30 orin two installments on the last day of February and
June 15. The County Treasurer's office collects property taxes and remits to the City on a monthly
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basis. Since property tax revenues are collected in arrears during the succeeding year, a receivable
and corresponding deferred inflows of resources is recorded at December 31. As the tax is collected
in the succeeding year, the deferred inflows of resources are recognized as revenue and the
receivable is reduced.

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is expected to be uncollectible.

Short-Term Inter-Fund Receivables/Payables

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables, if any, are classified as internal
balances on the government-wide statement of net position and classified as due from other funds
or due to other funds on the fund financial statements.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both the government-wide and fund financial statements. Because these assets
do noft represent current financial resources, there is a corresponding nonspendable fund balance
in the governmental funds.

Inventories

Inventories are valued at cost, using the first -in, first-out method. Because these assets do not
represent current financial resources, there is a corresponding nonspendable fund balance in the
governmental funds.

Capital Assets

Capital assets, which include land, buildings and other improvements, infrastructure, machinery and
equipment, and vehicles, are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements, and in the proprietary fund financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of more
than $10,000 and an estimated useful life in excess of one year. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded
at estimated fair market value at the date of donation. The costs of normal maintenance and repairs
that do not add to the value of the asset or materially extend assets lives are not capitalized.

Capital assets are depreciated using the straight-line method over the following estimated useful
lives:

Description Life
Buildings & other improvements 30 years
Infrastructure 20 years
Vehicles & equipment 5-10 years
Utility systems 10 — 40 years

Leases Receivable

The City recognizes a lease receivable and a deferred inflow of resources in both the government-
wide and fund financial statements. At the commencement of a lease, the City initially measures the



City of Fort Morgan
Notes to Financial Statements
December 31, 2023

lease receivable atf the present value of payments expected fo be received during the lease term.
Subsequently, the lease receivable is reduced by the principal portion of lease payments received.
The deferred inflows of resources is initially measured as the inifial amount of the lease receivable,
adjusted for lease payments received at or before the lease commencement date. Subsequently,
the deferred inflows of resources is recognized as revenue over the life of the lease term. Key
estimates and judgments include how the City determines (1) the discount rate it uses to discount
the expected lease receipts to present value, (2) lease term, and (3) lease receipts. The discount rate
used is the City’s estimated incremental borrowing rate. The lease term includes the non-cancellable
period of the lease. Lease receipts included in the measurement of the lease receivable is composed
of fixed payments from the lessee. The City monitors changes in circumstances that would require a
remeasurement of its lease and will remeasure the lease receivable and deferred inflows of resources
if certain changes occur that are expected to significantly affect the amount of the lease receivable.

Compensated Absences Payable

Vested or accumulated vacation pay that is expected to be liquidated with expendable available
financial resources is reported as an expenditure and a fund liability of the governmental fund that
will pay it. Amounts of vested or accumulated vacation pay that are not expected to be liquidated
with expendable available financial resources are reported on the government-wide financial
statements. Compensated absences are reported in governmental funds only if they have matured.

Accrued Liabilities and Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities in the
applicable governmental or business-type activities. Bond premiums are deferred and amortized
over the life of the bonds using the effective interest rate method as principal is paid. Bonds payable
are reported net of the applicable bond premium or discount. Debft issuance costs are recognized
as an expenditure/ expense during the period of issuance.

In the fund financial statements, governmental fund types recognize bond premiums and bond
issuance costs during the period of issuance. The face amount of debt issued is reported as other
financing sources. Premiums on the debt issuance are reported as other financing sources. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service.

All payables, accrued liabilities and long-term obligations are reported in the government-wide
financial statements, and all payables, accrued liabilities and long-term obligations payable from
proprietary funds are reported on the proprietary fund financial statements.

In general, payables and accrued liabilities that will be paid from governmental funds are reported
on the governmental fund financial statements regardless of whether they will be liquidated with
current resources. Payments made within sixty days after year-end are considered to have been
made with current available financial resources. Bonds and other long-term obligations that will be
paid from governmental funds are not recognized as a liability in the fund financial statements untfil
due.

Deferred Out flows/Inflows of Resources

In addition to assets, the statement of net position will sometfimes report a separate section for
deferred outflows of resources. This separate financial statement element represents a consumption
of net position that applies to a future period(s) and will not be recognized as an outflow of resources
(expense/ expenditure) until then. The City reports deferred outflows of resources for pension and
OPEB related amounts. See Notes 8 and 9 for additional information.
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In addifion to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition
of net position that applies to a future period(s) and will not be recognized as an inflow of
resources (revenue) until that fime. The City reports a deferred inflow of resources relating to
property taxes. In addition, the City reports deferred inflows of resources for pension and OPEB-
related amounts. See Notes 6,8 and ? for additional information.

Fund Balance and Net Position

In the government-wide and proprietary fund financial statements, net position is classified in
the following categories:

Net Investment in Capital Assets - This category groups all capital assets, including infrastructure, into
one component of net position. Accumulated depreciation and the outstanding balances of debt
that are aftributable to the acquisition, construction or improvement of these assets reduce this
category.

Restricted Net Position - This category presents external restrictions imposed by creditors, grantors,
contributors or laws or regulations of other governments and restrictions imposed by law through
constitutional provisions or enabling legislation.

Unrestricted Net Position - This category represents the net position of the City, which is not
restricted for any project or other purpose. A deficit will require future funding.

In the governmental fund financial statements, fund balances are classified in five separate
categories. The categories, and their general meanings, are as follows:

Nonspendable - amounts that cannot be spent either because they are not in spendable form
or because they are legally or contractually required to be maintained intact.

Restricted - amounts that can be spent only for specific purposes because of constitutional provisions,
charter requirements or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, or the laws or regulations of other governments.

Commiitted - amounts that can be used only for specific purposes determined by a formal action of
the City Council. The City Council is the highest level of decision-making authority for the City.
Commitments may be established, modified, or rescinded only through resolutions approved by the
City Council.

Assigned - amounts that do not meet the criteria to be classified as restricted or committed but that
are intended to be used for specific purposes. The City Council has authority to assign amounts for
specific purposes.

Unassigned - all other spendable amounts. Only the General Fund reports a positive unassigned fund
balance. In other governmental funds, other than the General Fund, if expenditures incurred for
specific purposes exceed the amounts that are restricted, committed, or assigned to other purposes,
the funds would report a negative unassigned fund balance; however, any amount reported as
assigned fund balance would have to be eliminated before a negative unassigned fund balance
could be reported.
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As of December 31, 2023, fund balances were composed of the following:

Capital Other Total
Improvement Governmental Governmental
General Fund Fund Funds Funds
Nonspendable:
Inventories $ 67,379 $ - $ - $ 67,379
Prepaid items 108,238 - - 108,238
Committed:
Environmental - 31,450 - 31,450
Restricted:
Emergency reserve 472,920 - - 472,920
Donations and memorials 127,036 - - 127,036
Parks and recreation 55,303 - 626,840 682,143
Public safety 41,321 - - 41,321
Capital improvements 1,342,291 - - 1,342,291
Unassigned: 23,624,906 - - 23,624,906
Total $ 25,839,394 $ 31,450 $ 626,840 $ 26,497,684

When an expenditure is incurred for purposes for which both restricted and unrestricted resources are
available, it is the City's policy fo use restricted resources first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the City considers amounts to have been
spent first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the
City has provided otherwise in its commitment or assignment actions.

Contribution of Capital

Contributions of capital in proprietary fund financial statements arise from outside conftributions of capitall
assets, or from grants or outside contributions of resources to be used for capital acquisiion and
construction.

Interfund Transactions

Interfund services provided and used are accounted for as revenues, expenditures, or expenses.
Transactions that constitute reimbursements to a fund for expenditures/ expenses initially made from it that
are properly applicable to another fund, are recorded as expenditures/ expenses in the reimbursing fund
and as reductions of expenditures/ expenses in the fund that is reimbursed. All other inter-fund transactions
are reported as transfers.

Contraband Forfeitures

The Colorado Contraband Forfeiture Act allows law enforcement agencies to retain proceeds from the
seizure of confraband. These proceeds are not subject to appropriation in the budget process. Cash
proceeds are recorded in the Police Forfeiture Fund. Property and equipment seized are recorded as
govemmental capital assets.

Pensions

The City participates in the Local Government Division Trust Fund ("LGDTF"), a cost-sharing multiple employer
defined benefit pension plan administered by the Public Employees' Retirement Association of Colorado
("PERA"). The net pension liability, deferred outflows of resources and defemred inflows of resources related
to pensions, pension expense, information about the fiduciary net position and additions to / deductions
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from the fiduciary net position of the LGDIF have been determined using the economic resources
measurement focus and the accrual basis of accounting. For this purpose, benefit payments (including
refunds of employee confributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reported aft fair value. In addition, the City confributes o a Volunteer Pension Plan
and Old Hire Pension Plan; agent multiple employer plans administered by the Fire and Police Pension
Association of Colorado (' FPPA”).

The net pension liability, deferred outflows of resources and deferred inflows of resources related to pensions,
pension expense, information about the fiduciary net position and additions to/deductions from the
fiduciary net position of the plans have been determined using the economic resources measurement
focus and the accrual basis of accounting. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Other Post-Employment Benefits (“OPEB”)

The City participates in the Health Care Trust Fund ("HCTF"), a cost-sharing multiple -employer defined
benefit OPEB fund administered by PERA. The net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, OPEB expense, information about the fiduciary net position and
addifions to/deductions from the fiduciary net position of the HCTF have been determined using the
economic resources measurement focus and the accrual basis of accounting. For this purpose, benefits
paid on behalf of health care participants are recognized when due and/or payable in accordance with
the benefit terms. Investments are reported at fair value.

Use of Estimates

The preparation of financial statements, in conformity with GAAP, requires management to make estimates
and assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates and could be material.

New Accounting Standards

GASB Statement No. 96, Subscription-Based Information Technology Arangements, issued May 2020,
improves accounting and financial reporting for software. GASB Statement No. 101, Compensated
Absences, issued June 2022, improves accounting and financial reporting for compensated absences. The
City adopted both GASB 96 and GASB 101 for the period ended December 31, 2023. A restatement of the
prior period was not required.

2. Cash and Investments

A summary of cash and investments as of December, 31, 2023, follows:

Cash on hand $ 4,016
Cash with county treasurer 17,892
Cash in financial institutions 23,867,812
Investments 50,316,684
Total $ 74,206,404

The above amounts are classified in the statement of net position as follows:
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Governmental Business-Type Fiduciary fund

Activities Activities statements Total
Cash, cash equivalents, and investments $ 33,848,965 $ 34,775,747 $ - $ 68,624,712
Restricted cash, cash equivalents, and investment 1,971,117 2,811,922 798,653 5,581,692

$ 35820082 $ 37,587,669 $ 798,653 % 74,206,404

Custodial Credit Risk - Deposits

This is the risk that, in the event of failure of a depository financial institution, a government will not be
able torecover its deposits. The City's deposit policy is in accordance with Colorado Revised Statues,
(“CRS") 11 -1 0.5-101, the Colorado Public Deposit Protection Act (“PDPA”), which governs the
investment of public funds. PDPA requires that all units of local government deposit cash in eligible
public depositories. Eligibility is determined by state regulations. Amounts on deposit in excess of
federal insurance levels must be collateralized by eligible collateral as determined by the PDPA. The
financial institution is allowed to create a single collateral pool for all public funds held. The pool is
maintained by another institution or held in trust for all of the uninsured public deposits as a group.
The market value of the collateral must be at least equal to 102% of the uninsured deposits. The
institution’s internal records identify collateral by depositor and as such, these deposits are
considered uninsured but collateralized.

The State Regulatory Commission for banks and financial services are required by statute to monitor
the naming of eligible depositories and reporting of the uninsured deposits and assets maintained in
the collateral pools. At December 31, 2023, the City had deposits with financial institutions with a
carrying amount of $23,867,812. The bank balances with the financial institutions were $24,414,821,
of which $1,000,000 was covered by federal depository insurance. The remaining balance of
$23,414,821 was collateralized with securities held by the financial institutions’ agents but not in the
City’s name.

At December 31, 2023, the City had the following investments:
Maturity Date (in years)
1 fo Less Conceniration

Investiments S&P Raling Fair Value Less than 1

than 5 of Credit Risk

Certificates of Deposit NR $ 1,863,827 N/A N/A 3.70%

US Treasury Bonds/Notfes AA+ 24,457,535 2,414,002 22,043,533 48.61%

Municipal Bonds/Notes AA-/AAA 1,156,358 406,216 750,142 2.30%

Federal Agency Collateralized Mortgage AA+ 6,680,898 338,203 6,342,695 13.28%

Federal Agency Bonds/Notes AA+ 2,860,960 193,503 2,667,457 5.69%

Corporate Securities A+/AA+ 4,419,372 - 4,419,372 8.78%

Bank Note A+ 635,374 - 635,374 1.26%
Subftotal Investiments $ 42,074,324

Local Government Investment Pool (CSIP) AAAM 8,242,360 N/A N/A 16.38%
Total 50,316,684

The City's investments measured and reported at fair value are classified according to the following
hierarchy: level 1 investments reflect prices quoted in active markets; level 2 investments reflect prices
that are based on a similar observable asset either directly or indirectly, which may include inputs in
markets that are not considered to be active; level 3 investments reflect prices based upon
unobservable sources.

The categorization of investments within the hierarchy is based upon the pricing fransparency of the
instrument and should not be perceived as the particular investment risk.
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The City's investment balances at fair value hierarchy are as follows:

Investiments Level 1 Level 2 Level 3 Total
Certificates of Deposit $ - $ 1863827 $ - $ 1,863,827
US Treasury Bonds/Notes - 24,457,535 - 24,457,535
Municipal Bonds/Notes - 1,156,358 - 1,156,358
Federal Agency Collateralized Mortgage Oblic - 6,680,898 - 6,680,898
Federal Agency Bonds/Notes - 2,860,960 - 2,860,960
Corporate Securities 4,419,372 - - 4,419,372
Bank Note - 635,374 - 635,374
Toftal $ 4,419,372 $ 37,654,952 % - $ 42,074,324

Custodial Credit Risk — Investments

For investments, custodial credit risk is the risk that in the event of a failure of a counter party, the City
would not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. The City does not have a specific policy for custodial credit risk. As of
December 31, 2023, the City had no investments exposed to custodial credif risk.

Credit Risk - Investments

State statutes and the City's investment policies authorize the City fo invest in obligations of the U.S.
Treasury and U.S. agencies, obligations of the State of Colorado or of any county, school, authority,
and certain towns and cities therein, notes or bonds secured by insured mortgages or frust deeds,
obligations of national mortgage associations, and certain repurchase agreements.

Interest Rate Risk

Colorado Revised Statutes and the City's investment policies limit investment maturities to five years
or less from the date of purchase. This limit on investment maturities is a means of limiting exposure to
fair value fluctuations arising from changing interest rates.

Colorado Statewide Investment Plan - CSIP

As of December 31, 2023, the City invested in PFM Funds Prime Series, Colorado Investors Class, a
money market mutual fund (marketed as the Colorado Statewide Investment Program or CSIP). The
Prime Series is a separate investment portfolio of PFM Funds (the "Trust"). The Trust is an open-ended,
diversified, management investment company registered under the Investment Company Act of
1940. The PFM Funds Prime Series invests in obligafions of the United States Government and its
agencies, high quality debt obligations of U.S. companies and obligations of financial institutions and
is rated AAm by Standard & Poor's. PFM Asset Management, LLC serves as the investment advisor,
administrator and fransfer agent. Shares of the Fund are distributed by PFM Fund Distributors, Inc.,
member Financial Industry Regulatory Authority ("FINRA"). U.S. Bank N.A serves as the custodian and
acts as safekeeping agent. These money market funds seek to earn the highest income consistent
with preserving principal and maintaining liquidity, and to maintain a stable $1.00 net asset value.
The City records its investment in CSIP at net asset value as determined by fair value. There are no
unfunded commitments, the redemption frequency is daily, and there is no redemption notice
period.
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3. Interfund Transactions

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them
to the fund that statute or budget requires to expend them; (2) move receipts restricted to debt
service from the funds collecting the receipts to the debft service fund as debt service payments
become due; (3) use unrestricted revenues collected in the general fund to finance various programs
accounted for in other funds in accordance with budgetary authorizations; and, (4) to close a fund.
Contributed capital between the governmental funds and proprietary funds is shown within the
fransfer line for financial statement presentation.

In 2023, the City closed two funds through a transfer of fund balance: (1) the Riverview Commons
GID Fund, and (2) the Police Forfeiture Fund. Negative fund balance in the Riverview Commons GID
Fund of $93,560 was transferred to the General Fund, and the Police Forfeiture Fund transferred
$43,037 to the General Fund.

4. Receivables

Receivables at December 31, 2023, consist of the following:

Governmental Proprietary Internal Fiduciary
Funds Funds Service Fund Funds Total
Taxes $ 2,427,332 $ - $ - % - $2,427,332
Trade accounts 372,934 515,588 68,227 1,060 957,809
Unbilled revenues - 4,962,377 - - 4,962,377
Intergovernmenta 1,506,432 - - - 1,506,432
Other 1,078 - 209 436 1,723
Total $ 4,307,776 $ 5,477,965 $ 68,436 $ 1,496 $9.855,673

5. Capital Assets

Governmental capital assets activity for the year ended December 31, 2023, was as follows:

Governmental Acfivilies
Capital assets, not being depreciated:

Land
Construction in progress

Total capital assets,

not being depreciated

Capital assets, being depreciated:

Infrastructure

Land improvements
Buildings and improvements
Vehicles and Equipment
General equipment

Golf Course

Total capital assets, being depreciated
Accumulated Depreciation

Total capital assets, being

depreciated, net

Total governmental activities capital assets, net $

Balance Balance
December 31, Transfers/ Transfers/ December 31,
2022 Additions Retirements 2023

$ 4,865,833 $ - $ - $ 4,865,833
3,274,270 1,679,159 (700,552) 4,252,877
8,140,103 1,679,159 (700,552) 9,118,710
50,278,253 4,564,766 - 54,843,019
15,374,017 95,478 - 15,469,495
25,006,761 5,691,148 (53,348) 30,644,561
7,481,985 189,983 (83,235) 7,588,733
5,400,217 307,158 (45,142) 5,662,233
4,163,139 92,775 (16,961) 4,238,953
107,704,372 10,941,308 (198,686) 118,446,994
(47,887.,797) (4,649,155) 170,690 (52,366,262)
59,816,575 6,292,153 (27.996) 66,080,732
67,956,678 $ 7,971,312 $ (728,548) $ 75,199,442
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Depreciation for governmental activity capital assets has been allocated to the various activities as

follows:

General government

Public safety

Community development & public works
Parks and recreation

Total

$ 683,992
454,813
2,040,728
1,469,622

$ 4,649,155

Business-type capital assets activity for the year ended December 31, 2023, is summarized below:

Business-Type Activities

Capital assets, not being depreciated:

Land

Water rights

Construction in progress
Total capital assets,

not being depreciated

Capital assets, being depreciated:

Electric system
Water system
Gas system
Sewer system
Sanitation system

Total capital assets, being depreciated

Accumulated Depreciation

Total capital assets, being
depreciated, net

Total business-type activities capital assets, net $

Balance Transfers/ Balance
December 31, Transfers/ Refirements/ December 31,
2022 Additions Adjustments 2023
$ 952,064 $ - $ - $ 952,064
11,580,405 25,000 - 11,605,405
1,101,154 - (1,101,154) -
13,633,623 25,000 (1,101,154) 12,557,469
30,214,802 1,508,630 (151,355) 31,572,077
57,134,600 1,470,049 (69,598) 58,535,051
4,922,994 - - 4,922,994
22,642,904 1,338,220 - 23,981,124
1,885,065 344,251 (153,680) 2,075,636
116,800,365 4,661,150 (374,633) 121,086,882
(65,240,653) (3,318,647) 374,633 (68,184,667)
51,559,712 1,342,503 - 52,902,215
65,193,335 $ 1,367,503 $ (1,101,154) $ 65,459,684

Depreciation for business-type capital assets has been allocated to the various activities as follows:

Electric
Water

Gas

Waste Water
Sanitation

$ 879,669
1,454,269
117,688
722,039
144,982

$ 3.318,647
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6. Lease Receivable

The City is a lessor of a long-term lease of a fiber network which enables the lessee to provide gigabit
broadband internet access services and capabilities for Fort Morgan residents. The initial lease term
is twenty years with monthly rent due in equal installments. The lease receivable is recorded in an
amount equal to the present value of the expected future minimum lease payments received,
discounted by an applicable interest rate. Future annual lease payments are as follows:

Year ending s
December 31, Principal Interest Total
2024 179,719 65,261 244,980
2025 183,438 61,542 244,980
2026 187,234 57,746 244,980
2027 191,109 53,871 244,980
2028 195,064 49,916 244,980
2029-2039 2,328,953 263,752 2,592,705
Total $3,265,517 $ 552,088 $3,817,605

The City recognized lease revenue of $205,892 and interest of $68,904 during 2023.

7. Long-term Debt

Following is a summary of governmental long-term debt activity for the year ended December 31,
2023:

Balance at Balance at Due
December 31, December 31, Within

Governmental activities 2022 Addifions* Payments 2023 One Year
Other obligations:

Fieldhouse $ 8,520,000 $ - $ (591,000) $ 7,929,000 $ 601,000

Fire Trucks 1,691,277 - (195,034) 1,496,241 152,178

Compensated Absences 493,919 74,558 - 568,477 79,587
Total $ 10,705,196 $ 74,558 $ (786,036) $ 9,993,718 $ 832,765

*Change in compensated absences is presented as a net change.

Lease Purchase Financing, Series 2020

During 2020, the City enfered info a lease agreement as lessee to construct, install, improve, and
equip a new Community Center and Field House on property currently owned by the City. The lease
is renewable in one-year terms through 2035 and all rent is fo be paid from currently budgeted
expenditures of the City, using legally available funds. The City's future minimum lease obligations
related to the Field House lease will mature as follows:

Year ending December 31, Principal Interest Total
2024 601,000 130,883 731,883
2025 612,000 120,512 732,512
2026 623,000 109,969 732,969
2027 634,000 99,236 733,236
2028 644,000 88,324 732,324
2029-2035 4,815,000 298,160 5,113,160

Total $ 7929000 % 847,084 $ 8,776,084
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2022 Financing Arrangement, Fire Trucks

During 2022, the City entered into a financing arrangement to purchase a fire and ladder fruck. The
financing is limited to one-year terms through 2032 and all payments are to be paid from currently
budgeted expenditures of the City, using legally available funds. The City’s future minimum payment

obligations related to the Fire Trucks will mature as follows:

Year ending December 31, Principal Interest Total

2024 152,178 48,628 200,806

2025 157,123 43,682 200,805

2026 162,230 38,576 200,806

2027 167,502 33,303 200,805

2028 172,946 27,859 200,805

2029-2032 684,261 53,373 737,634

Total $ 1,496240 % 245,421 $ 1,741,661

Following is a summary of business-type long-term debt activity for the year ended December 31,

2023:
Balance at Balance at Due
December 31, December 31, Within
Business-type activities 2022 Additions* Payments 2023 One Year
Bonds payable:
2015 Water Revenue Refunding $ 7,794,000 $ - $ (1,0100000 $ 6,784,000 $ 1,045,000
7,794,000 - (1,010,000) 6,784,000 1,045,000
Other obligations:
Compensated Absences 313,385 51,868 - 365,253 58,440
313,385 51,868 - 365,253 58,440
Total $ 8,107,385 $ 51,868 $ (1,010000) $ 7,149,253 $ 1,103,440

*Change in compensated absences is presented as a net change.

2015 Water Revenue Refunding bond

During 2015, the City issued a $14,635,000 Water Revenue Refunding Bond to NBH Bank, N.A. The
bond was issued for the redemption of the remaining portion of the 1995 Colorado Water
Conservation Board Note Payable, the 1999 Colorado Water Conservation Board Note Payable, and
the 1999A and 1999B USDA Revenue Bonds. The note requires annual principal payments due on
December 1st and semi-annual inferest payments due on June 1st and December 1st of each year.
The payments range from $1,257,658 to $1,262,157 annually and are payable through December
2029. The loan bears interest at a rate of 3.130% per annum. The annual requirements to amortize all
outstanding business-type activities long-term debt for the year ended December 31, 2023 are as

follows:

Interest and
Year ending December 31, Principal Servicing Fees Total
2024 1,045,000 215,910 1,260,910
2025 1,080,000 182,157 1,262,157
2026 1,110,000 130,319 1,240,319
2027 1,145,000 112,690 1,257,690
2028 1,185,000 76,531 1,261,531
2029 1,219,000 56,250 1,275,250
Total $ 6,784,000 773,857 $ 7,557,857
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8. Pension Plans

The following table presents combined information relating to the City’'s defined benefit pension
plans as of and for the year ended December 31, 2023:

Volunteer Local Government

Firefighters' Police Old Hire Division
Deferred oulflows of resources: Pension Plan  Pension Fund Trust Fund Total
Differences between expected and actual experience $ 23,071 $ - $ - $ 23,071
Changes of assumptions or other inputs 22,794 - - 22,794
Net difference between projected and actual

earnings on pension plan investments 190,322 69,645 3,882,087 4,142,054

City contributions subsequent to
the measurement date 281,235 141,059 1,225,358 1,647,652

Total deferred outflows of resources relating to pension $ 517,422 $ 210,704 $ 5,107,445 $ 5,835,571
Deferred inflows of resources:

Differences between expected and actual experience 14,334 - 47,405 61,739
Net differences between projected and actual earnings

on pension plan investments 105,319 7,527 - 112,846
Changes in proportionate share - - 210,598 210,598
Total deferred inflows of resources relating to pensions  $ 119,653 $ 7,527 $ 258,003 $ 385,183
Net pension liabliity as of December 31, 2023 $ 1,482,474 $ 904,410 $ 9,509,148 $ 11,896,032
Total pension expense

for the year ended December 31, 2023 $ 191,613 $ 171,674 $ 639,098 $ 1,002,385

Total deferred outflows of resources, deferred inflows of resources, pension liability and pension
expense are reported in the financial statements as follows:

Governmental Enterprise
Primary Government Activities Activities Total
Deferred outflows of resources $ 3,565,586 $ 2,269,985 $ 5,835,571
Deferred inflows of resources 270,515 114,668 385,183
Net pension liability 7,669,727 4,226,305 11,896,032
Net pension expense 718,340 284,045 1,002,385

Fort Morgan Volunteer Fire Department Pension Plan

Plan Description. The City has established the Volunteer Firefighters' Pension Plan (the "Plan"), an
agent multiple employer defined benefit pension plan administered by the FPPA. As of December
31, 2022, the Plan has 43 retirees and beneficiaries, 1 inactive, nonretired member, and 26 active
current members. FPPA issues an annual, publicly available annual comprehensive financial report
that includes the assets of the Volunteer Plan. The report may be obtained on FPPA's website at
http://www.fppaco.org.

Benefits Provided. The plan provides for a monthly pension of $475 for volunteers who have satisfied
the normal age and service requirements and pro rata pensions for volunteers who have satisfied
the normal age, but only a portion of the service requirement. It further provides death benefits and
a partial pension (50% of the amount the volunteer has earned) for surviving spouses. The normal age
and service requirement is the latest date a volunteer reaches 50 years of age or completes 20 years
of service. Pro rata pensions would apply to volunteers who reached 50 years of age and had
between 10 and 20 years of service. The plan also provides a funeral benefit, lump sum one-fime only
payment of $950.
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Funding Policy. The Plan receives contributions from the City's general fund in the amount that agrees
to the actuarial study. Contributions are established and may be amended by the City's Pension
Board. An actuary is used to determine the adequacy of contributions. The actuarial study as of
January 1, 2023, indicated that the current levels of contributions to the fund are adequate to support
on an actuarially sound basis the prospective benefits for the present Plan. Confributions to the Plan
from the City were $181,659 and from the State were $92,487, a total of $274,146 for the year ended
December 31, 2023.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions. At December 31, 2023, the City reported a net pension liability of
$1,482,474. The net pension liability was measured as of December 31, 2022, and was determined by
an actuarial valuation as of January 1, 2023. This measurement date is within one year of the plan
sponsor's fiscal year end of December 31, 2023, and may be used for December 31, 2023, reporfing
purposes.

For the year ended December 31, 2023, the City recognized pension expense of $191,613. At
December 31, 2023, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows of
of Resources Resources
Differences between expected and actual $ 23,071 $ 14,334
experience
Net difference between projected and actual
earnings on pension plan investments 85,003 -
Changes of assumptions or other inpufts 22,794 -
City Confributions subsequent to the 281,235 -
measurement date
$ 412,103 $ 14334

The $281,235 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the net
pension liability in the year ended December 31, 2024. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be recognized in pension
expense as follows:

Year ended December 31, Amortization
2024 $ (625)
2025 29,645
2026 39,935
2027 47,579

Total $ 116,534
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Actuarial Assumptions. The total pension liability as of the December 31, 2022, measurement date
was determined using the following actuarial assumptions, applied to all period included in the
measurement:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Dollar, Open

Remaining Amortization Period 20 Years

Asset Valuation Method 5-Year smoothed fair value

Investment rate of return 7.0%

Retirement Age 50% per year of eligibility until 100% at age 65

Mortality Pre-retirement: 2006 central rates from the RP-2014 Employee Mortality

Tables for males and females projected to 2018 using the MP-2017
projection scales, and then projected prospectively using the ultimate
rates of the scale for all years, 50% multiplier for off-duty mortality.

Post-retirement: 2006 central rates from the RP-2014 Annuitant Mortality
Tables for males and females projected to 2018 using the MP-2017
projection scales, and then projected prospectively using the ultimate
rates of the scale for all years.

Discount Rate. Projected benefit payments are required to be discounted to their actuarial present
values using a Single Discount Rate that reflects (1) along-term expected rate of return on pension
plan investments (to the extent that the plan's fiduciary net position is projected to be sufficient to
pay benefits) and (2) tax- exempt municipal bond rate based on an index of 20-year general
obligatfion bonds with an average AA credit rating as of the measurement date (to the extent that
the plan's projected fiduciary net position is not sufficient to pay benefits).

For the purpose of this valuation, the long-term expected rate of return on pension plan investments
is 7.00%; the municipal bond rate is 4.05% (based on the weekly rate closest to but not later than the
measurement date of the "state ft local bonds" rate from Federal Reserve statistical release (H.15));
and the resulting Single Discount Rate is 7.00%.

Projected cash flows usedin determining the Single Discount Rate are available upon request.

Long-Term Expected Return on Plan Assets. The long-term expected rate of return on pension plan
investments was determined using a building-block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to produce the long-
term expected rate of refurn by weighing the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of arithmetic nominal rates
of return for each major asset class included in the Fund's target asset allocation as of December 31,
2022, are summarized in the following table:

Asset Class Target Allocation Long Term Expected Rate of Return

Cash 1.0% 3.92%
Fixed Income - Rates 10.0% 5.45%
Fixed Income - Credit 5.0% 6.90%
Absolute Return 9.0% 6.49%
Long Short 6.0% 7.47%
Global Equity 35.0% 8.93%
Private Markets 34.0% 10.31%
Total 100.0%
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Sensitivity of the City's Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate. The following presents the City's proportionate share of the net pension liability calculated using
the discount rate of 7.00 percent, as well as what the City's proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1-percentage point lower (6.00
percent) or 1-percentage-point higher (8.00 percent) than the current rate:

1.00 % Decrease Current Discount Rate 1.00% Increase

Net pension liability / (asset) $1,834,844 $1,482,474 $1,192,373

Change in Net Pension (Asset) Liability

Total Pension Plan Fiduciary = Net Pension
(Asset) Liability Net Position  (Assef) Liability

(a) (b) (a)-(b)

Balances at December 31, 2021 $ 2,773,560 $ 1,568,675 $ 1,204,885
Changes for the year -
Service cost 7,266 - 7,266
Interest 187,135 - 187,135
Benefit changes 153,692 - 153,692
Difference between expected and actual experience -
of Total Pension Liability 31,096 - 31,096
Changes of assumptions 30,723 - 30,723
Benefit payments (211,110) (211,110) -
Contributions - employer - 197,554 (197,554)
Net investment income - (126,456) 126,456
Pension Plan Administrative Expense - (15,367) 15,367
State of Colorado supplemental discretionary payme - 76,592 (76,592)
Balances at December 31, 2022 $ 2,972,362 $ 1,489,888 $ 1,482,474

FPPA System Description. The Fire & Police Pension Associafion administers an agent mulfiple
employer Public Employee Retfirement System ("PERS"). The PERS represents the assets of numerous
separate plans that have been pooled for investment purposes. The pension plans have elected to
affiliate with FPPA for plan administration and investment only. FPPA issues a publicly available annual
comprehensive financial report that can be obtained at http://www.fppaco.org.

City of Fort Morgan Police Department Money Purchase Pension Plan

Plan Description. The money purchase pension plan is a defined contribution plan, with benefits
dependent on amounts contributed to the plan and investment earnings. Employees are eligible to
participate from the date of employment. All changes to the plan must be approved by the City
Council.

Funding Policy. The City and employees each confribute 8% of covered salary, with the rate
increased to 10% effective October 1, 2007, to 11.9% effective January 1, 2008, and to 12.8% effective
January 1, 2009. The City's confributions vest with the employee at 50% after being with the City 5
years and increase 10% annually thereafter until the employee is 100% vested. Forfeited confributions
and related earnings on investments are used to offset the City's current contributions.

During 2023, the City's covered payroll under the plan was $2,524,875. The City made all required
contributions for the plan year. The City contributed $323,184, $241,274, and $276,047 for the years
ended December 31, 2023, 2022, and 2021, respectively.
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City of Fort Morgan Police Old Hire Pension Fund

Plan Description. City police officers that did not transfer to the Money Purchase Pension Plan
participate in the City of Fort Morgan Police Old Hire Pension Fund; an agent multiple-employer
public refirement program administered by the FPPA. As of December 31, 2022, the Plan has 3
retired members. FPPA issues an annual, publicly available financial report that includes the
assets of the OIld Hire Plan. That report may be obftained on FPPA's website at
http://www.fppaco.org.

Benefits Provided. The defined benefit plan provides retirement benefits for members and
beneficiaries. Members are eligible to retfire upon completion of 25 years of service or the
completion of 20 years of service and reaching 55 years of age.

Funding Policy. The plan receives confributions from the City in the amount as required by the
actuarial valuation for the plan. Contributions are established and may be amended by the City's
Pension Board. An actuary is used to determine the adequacy of contributions. The actuarial study
as of January 1, 2022, indicated that the current levels of conftributions to the fund are adequate to
support on an actuarially sound basis the prospective benefits for the present Plan. Contributions to
the Plan from the City were $141,059 for the year ended December 31, 2023.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related fo Pensions. At December 31, 2023, the City reported a net pension liability of
$904,410. The net pension liability was measured as of December 31, 2022, and was determined by
an actuarial valuation as of January 1, 2022. This measurement date is within one year of the plan
sponsor's fiscal year end of December 31, 2023 and may be used for December 31, 2023 reporting
pUrposes.

For the year ended December 31, 2023, the City recognized pension expense of $171,674. At
December 31, 2023, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Net difference between projected and actual earnings
on pension plan investments $ 62,118 $ -
City Confributions subsequent to the measurement date 141,059 -
$ 203,177 $ -

The $141,059 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the net
pension liability in the year ended December 31, 2024. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be recognized in pension
expense as follows:

Year ended December 31, Amoriization
2024 $ 12,911
2025 15,914
2026 18,177
2027 15,116

Total $ 62,118
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Actuarial Assumptions: The total pension liability as of the December 31, 2022, measurement date
was determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Actuarial Cost Method Entry Age Normal

Amortization Method N/A

Remaining Amortization Period N/A

Asset Valuation Method 5-Year smoothed fair value

Inflation 2.50%

Salary increases N/A

Investment rate of return 4.50%

Retirement Age Any remaining actives are assumed to be retired immediately.

Mortality Post-retirement: 2006 central rates from the RP-2014 Annuitant Mortality Tables
for males and females projected to 2018 using the MP-2017 projection scales, and
then projected prospectively using the ultimate rates of the scale for all years.
Disabled (pre-1980): Post retirement rate set forward three years.

Discount Rate. Projected benefit payments are required o be discounted to their actuarial present
values using a Single Discount Rate that reflects (1) a long-term expected rate of return on pension
plan investments (fo the extent that the plan's fiduciary net position is projected to be sufficient to
pay benefits) and (2) tax-exempt municipal bond rate based on an index of 20-year general
obligation bonds with an average AA credit rating as of the measurement date (to the extent that
the plan's projected fiduciary net position is not sufficient to pay benefits).

For the purpose of this valuation, the long-term expected rate of return on pension plan investments
is 4.50%; the municipal bond rate is 4.05% (based on the weekly rate closest to but not later than the
measurement date of the "state & local bonds" rate from Federal Reserve statistical release (H.15));
and the resulfing Single Discount Rate is 4.50%.

Projected cash flows used in determining the Single Discount Rate are available upon request.

Long-Term Expected Return on Plan Assets. The long-term expected rate of return on pension plan
investments was determined using a building-block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighing the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of arithmetic nominal rates
of return for each maijor asset class included in the Fund's target asset allocation as of December 31,
2022, are summarized in the table below.

Asset Class Target Allocation Long Term Expected Nominal Rate of Return
Cash 10.0% 4.4%
Fixed Income - Rates 70.0% 4.9%
Fixed Income - Credit 10.0% 6.6%
Absolute Return 0.0% 6.9%
Long Short 0.0% 6.7%
Global Public Equity 10.0% 8.7%
Private Capital 0.0% 10.2%

Total 100.0%
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Sensitivity of the City's Net Pension Liability to Changes in the Discount Rate. The following
presents the net pension liability calculated using the discount rate of 4.50 percent, aswell as the
net pension asset would be if it were calculated using a discount rate that is 1-percentage-point
lower (3.50 percent) or 1- percentage-point higher (5.50 percent) than the current rate:

1.00 % Decrease Current Discount Rate 1.00% Increase

Net pension liability | $999,312 | $904,410 | $822,295

FPPA System Description. The Fire & Police Pension Associaftion administers an agent multiple
employer PERS. The PERS represents the assets of numerous separate plans that have been pooled
forinvestment purposes. The pension plans have elected to affiliate with FPPA for plan administration
and investment only. FPPA issues a publicly available annual comprehensive financial report that
can be obtained at www:http://www.fppaco.org.

Change in Net Pension (Asset) Liability
Total Pension Plan Fiduciary  Net Pension
(Assefl) Liability NetPosition (Asset) Liability

(a) (b) (a)-(b)

Balances at December 31, 2021 $ 1,242,518 $ 425,861 $ 816,657
Changes for the year

Interest 57,931 - 57,931

Benefit changes 110,184 - 110,184

Contributions - employer - 141,059 (141,059)

Net investment income - (56,323) 56,323

Benefit payments (132,132) (132,132) -

Administrative expenses - (4,374) 4,374
Net Changes 35,983 (51,770) 87,753
Balances at December 31, 2022 $ 1,278,501 $ 374,091 $ 904,410

The City provides pension benefits to all of its full-fime police officers through either its "Money
Purchase Pension Plan" or through the "Old Hire Plan”.

General Employee Pension Plan

Plan Description. Eligible employees of the City are provided with pensions through the Local
Government Division Trust Fund - a cost-sharing multiple-employer defined benefit pension plan
administered by the Public Employees’ Retirement Association of Colorado (“PERA"). The net pension
liability, deferred outflows of resources and deferred inflows of resources related to pensions, pension
expense, information about the fiduciary net position (FNP) and additions to/deductions from the
FNP of the LGDTF have been determined using the economic resources measurement focus and the
accrual basis of accounting. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Benefits Provided as of December 31, 2023. PERA provides retirement, disability, and survivor benefits.
Retirement benefits are determined by the amount of service credit earned and/or purchased,
highest average salary, the benefit structure(s) under which the member retires, the benefit option
selected at retirement, and age at retirement. Retirement eligibility is specified in tables set forth at
C.R.S. § 24-51- 602, 604, 1713, and 1714,
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The lifetime retirement benefit for all eligible retiring employees under the PERA benefit structure
is the greater of the:

e Highest average salary multiplied by 2.5 percent and then multiplied by years of service
credit.

e The value of the retiring employee's member contribution account plus a 100 percent match
on eligible amounts as of the retirement date. This amount is then annuitized info a monthly
benefit based on life expectancy and other actuarial factors.

In all cases the service retirement benefit is limited to 100 percent of highest average salary and
cannot exceed the maximum benefit allowed by federal Internal Revenue Code.

Members may elect to withdraw their member contribution accounts upon termination of
employment with all PERA employers; waiving rights to any lifefime retirement benefits earned. If
eligible, the member may receive a match of either 50 percent or 100 percent on eligible amounts
depending on when contributions were remitted to PERA, the date employment was terminated,
whether 5 years of service credit has been obtained and the benefit structure under which
confributions were made.

Upon meeting certain criteria, benefit recipients who elect to receive a lifetime retirement benefit
generally receive post-retirement cost-of-living adjustments, referred to as annual increases in the
C.R.S. Subject to the automatic adjustment provision (AAP) under C.R.S. § 24-51-413, eligible benefit
recipients under the PERA benefit structure who began membership before January 1, 2007 will
receive the maximum annual increase (Al) or Al cap of 1.00% unless adjusted by the AAP. Eligible
benefit recipients under the PERA benefit structure who began membership on or after January 1,
2007, will receive the lesser of an annual increase of the 1.00% Al cap or the average increase of the
Consumer Price Index for Urban Wage Earners and Clerical Workers for the prior calendar year, not
to exceed a determined increase that would exhaust 10% of PERA’s Annual Increase Reserve (AIR)
for the LGDTF. The AAP may raise or lower the aforementioned Al cap by up to 0.25% based on the
parameters as specified in C.R.S. § 24-51-413.

Disability benefits are available for eligible employees once they reach five years of earned service
credit and are determined to meet the definition of disability. The disability benefit amount is based
on the lifetime retirement benefit formula(s) shown above considering a minimum 20 years of service
credit, if deemed disabled.

Survivor benefits are determined by several factors, which include the amount of earned service
credit, highest average salary of the deceased, the benefit structure(s) under which service credit
was obtained, and the qualified survivor(s) who will receive the benefits.

Contributions Provisions as of December 31, 2023: Eligible employees of the City are required to
contribute to the LGDTF at a rate set by Colorado statute. The contribution requirements are
established under C.R.S. § 24-51-401, et seq. and § 24-51-413. Eligible employees are required to
contribute 9.0 percent of their PERA-includable salary during the period of January 1, 2023 through
December 31, 2023.
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The employer confribution requirements during the period of January 1, 2023 through December 31,
2023 are summarized in the table below:

January to December 2023
Employer Contribution Ratel 11.00%
Amount of Employer Contribution apportioned to the Health Care Trust Fund as (1.02)%
specified in CRS § 24-51-208(1 )(f) 1
Amount Apportioned to the LGDTFI1 9.98%
\Amortization Equalization Disbursement (AED) as specified in CRS § 24-51-411 1 2.20%
Supplemental Amortization Equalization Disbursement (SAED) as specified in CRS 1.50%
24-51-411 1
Defined Contribution Supplement as specified in C.R.S. § 24-51-415 .06%
Total Employer Contribution Rate to the LGDTF1 13.21%

IContribution Rates for the LGDTF are expressed as a percentage of salary as defined in C.R.S. § 24-51-
101(42).

Employer confributions are recognized by the LGDTF in the period in which the compensation
becomes payable to the member and the City is statutorily committed to pay the conftributions to
the LGDTF. Employer contributions recognized by the LGDTF from the City were $1,225,358 for the
year ended December 31, 2023.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions.

At December 31, 2023, the City reported a liability of $9,509,148 for its proportionate share of the net
pension liability. The net pension liability was measured as of December 31, 2022, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation
as of December 31, 2021. Standard update procedures were used to roll forward the total pension
liability to December 31, 2022. The City's proportion of the net pension liability was based on City
contributions to the LGDTF for the calendar year 2022 relative to the total confributions of
participating employers to the LGDTF.

At December 31, 2022, the City's proportion was 0.9484838103 percent, which was a decrease of
0.07166914 percent from its proportion measured as of December 31, 2021. For the year ended
December 31, 2023, the City recognized pension expense of $639,098.

At December 31, 2023, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Oufflows of Inflows of
Resources Resources
Differences between expected and actual experience $ - $ 47,405
Net difference between projected and actual earnings on
pension plan investments 3,882,087 -
Changes in proportion and differences between contributions
recognized and proportionate share of contributions 210,598

City contributions subsequent to the measurement date 1,225,358 -
Total $ 5,107,445 $ 258,003
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The $1,225,358 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the net
pension liability in the year ended December 31, 2023. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be recognized in pension
expense as follows:

Year ended December 31, Amorlization
2024 $ (603,022)

2025 531,433

2026 1,421,028

2027 2,274,644

$ 3,624,083

Actuarial Assumptions

The total pension liability in the December 31, 2021, actuarial valuation was determined using the
following actuarial cost method, actuarial assumptions and other inputs:

Actuarial cost method Entry age
Price inflation 2.30%
Real wage growth 0.70%
Wage inflation 3.00%
Salary increases, including wage inflation 3.20% — 11.30%
Long-term investment rate of return, net of pension plan 7.25%
investment expenses, including price inflation
Discount rate 7.25%
Postretirement benefit increases:
PERA benefit structure hired prior to 1/7/07 1.00%
PERA benefit structure hired after 12/31/06! Financed by the Annual
Increase Reserve

Post-retrement benefit increases are provided by the AIR, accounted separately within each
Division Trust Fund, and subject fo moneys being available; therefore, liabilities related to increases
for members of these benefit tiers can never exceed available assets.

The total pension liability as of December 31, 2022, was adjusted to reflect the disaffiliation of Tri-
County Health Department effective December 31, 2022. As of the close of the 2022 fiscal year, no
disaffiliation payment associated with Tri-County Health was received, and therefore no disaffiliation
dollars were reflected in the FNP as of the December 31, 2022, measurement date.

The mortality tables described below are generational mortality tables developed on a benefit-
weighted basis.

Pre-retrement mortality assumptions were based upon the PubS-2010 Employee Table with
generational projection using scale MP-2019.

Post refirement non-disabled mortality assumptions were based upon the PubG-2010 Healthy Retiree
Table, adjusted as follows:

Males: 94% of the rates prior to age 80 and 0% of the rates for ages 80 and older, with
generational projection using scale MP-2019.

Females: 87% of the rates prior to age 80 and 107% of the rates for ages 80 and older, with
generational projection using scale MP-2019.



City of Fort Morgan
Notes to Financial Statements
December 31, 2023

Post-retirement non-disabled beneficiary mortality assumptions were based upon the Pub-2010
Contingent Survivor Table, adjusted as follows:

Males: 97% of the rates for all ages, with generational projection using scale MP-2019.
Females: 105% of the rates for all ages, with generational projection using scale MP-2019.

Disabled mortality assumptions were based upon the PubNS-2010 Disabled Retiree Table using 99%
of the rates for all ages with generational projection using scale MP-2019.

The long-term expected refurn on plan assefs is reviewed as part of regular experience studies
prepared at least every five years, and asset/liability studies, performed every three to five years for
PERA. The mostrecent analyses were outlined in the Experience Study report dated October 28, 2020.

Several factors were considered in evaluating the long-term rate of return assumption, including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis
in which best-estimate ranges of expected future real rates of return (expected return, net of
investment expense and inflation) were developed for each major asset class. These ranges were
combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentages and then adding expected inflation.

The PERA Board adopted the 7.25% long-term expected rate of return as of November 18, 2016.
Following an asset/liability study, the Board reaffirmed the assumed rate of returns at its Board
meeting November 15, 2019, to be effective January 1, 2020. As of the most recent reaffirmation of
the long-term rate of return, the target asset allocation and best estimates of geometric real rates of
return for each major asset class are summarized in the table as follows:

Target 30 Year Expected Geometric Real
Asset Class Allocation Rate of Return
Global Equity 54.00% 5.60%
Fixed Income 23.00% 1.30%
Private Equity 8.50% 7.10%
Real Estate 8.50% 4.40%
Alternatives 6.00% 4.70%
Total 100.00%

In setting the long-term expected rate of return, projections employed to model future returns provide
a range of expected long-term returns that, including expected inflation, ultimately support a long-
term expected rate of return assumption of 7.25%.

Discount Rate. The discount rate used to measure the total pension liability was 7.25 percent. The
projection of cash flows used to determine the discount rate applied the actuarial cost method and
assumptions shown above. In addition, the following methods and assumptions were used in the
projection of cash flows:

» Total covered payroll for the initial projection year consists of the covered payroll of the active
membership present on the valuation date and the covered payroll of future plan members
assumed to be hired during the year. In subsequent projection years, total covered payroll was
assumed to increase annually at arate of 3.00%.

» Employee contributions were assumed to be made at the member contribution rates in effect for
each year and the required adjustments resulting from the 2018 and 2020 AAP assessmenfs.
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Employee contributions for future plan members were used to reduce the estimated amount of
total service costs for future plan members.

» Employer contributions were assumed to be made at rates equal to the fixed statutory rates
specified in law for each year, including the required adjustments resulting from the 2018 and the
2020 AAP assessments. Employer conftributions also include current and estimated future AED and
SAED, unfil the actuarial value funding ratio reaches 103 percent, at which point the AED and SAED
will each drop 0.50 percent every year until they are zero. Additionally, estimated employer
contributions reflect reductions for the funding of the AIR and retiree health care benefits. For future
plan members, employer conftributions were further reduced by the estimated amount of total
service costs for future plan members not financed by their member contributions.

« Employer contributions and the amount of total service costs for future plan members were
basedupon a process to estimate future actuarially determined contributions assuming an
analogous future plan member growth rate.

» The AIR balance was excluded from the initial FNP, as, per statute, AIR amounts cannot be used to
pay benefits until transferred to either the retirement benefits reserve or the survivor benefits
reserve, as appropriate. AIR tfransfers to the FNP position and the subsequent AIR benefit payments
were estimated and included in the projections.

* Benefit payments and conftributions were assumed to be made at the middle of the year.

Based on the above assumptions and methods, LGDTF's fiduciary net position was projected to be
available to make all projected future benefit payments of current members. Therefore, the long-
tferm expected rate of return of 7.25 percent on pension plan investments was applied to all periods
of projected benefit payments to determine the total pension liability. The discount rate
determination does not use the municipal bond index rate, and therefore, the discount rate is 7.25
percent. There was no change in the discount rate from the prior measurement date.

Sensitivity of the City's Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate. The following presents the City's proportionate share of the net pension liability calculated
using the discount rate of 7.25 percent, as well as what the City's proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage point lower
(6.25 percent) or 1-percentage-point higher (8.25 percent) than the current rate:

Current 1.00%
1.00 % Decrease  Discount Rate Increase
(6.25%) ((7.25%) (8.25%)
City's proportionate share of the net pension liability | $15,963,466 | $9,509,148 | $4,105,816

Pension Plan Fiduciary Net Position. Detailed information about the LGDTF's fiduciary net position is
available in PERA's annual comprehensive financial report which can be obtained at
www.copera.org/investments/pera-financial-reports.
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9. Defined Benefit Other Post Employment Benefit Plan

OPEB. The City participates in the Health Care Trust Fund (HCTF), a cost-sharing multiple-employer
defined benefit OPEB fund administered by the Public Employees’ Retirement Association of
Colorado ("PERA"). The net OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, OPEB expense, information about the fiduciary net position (FNP) and
additions to/deductions from the FNP of the HCTF have been determined using the economic
resources measurement focus and the accrual basis of accounting. For this purpose, benefits paid
on behalf of health care participants are recognized when due and/or payable in accordance with
the benefit terms. Investments are reported at fair value.

Plan Description. Eligible employees of the City are provided with OPEB through the HCTF - a cost-
sharing multiple-employer defined benefit OPEB plan administered by the Public Employees’
Retirement Association of Colorado (“PERA"). The HCTF is established under Title 24, Article 51, Part
12 of the Colorado Revised Statutes (C.R.S.), as amended, and sets forth a framework that grants
authority to the PERA Board to contract, self-insure, and authorize disbursements necessary in order
to carmry out the purposes of the PERACare program, including the administration of the premium
subsidies. Colorado State law provisions may be amended by the Colorado General Assembly. PERA
issues a publicly available annual comprehensive financial report (ACFR) that can be obtain