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CBIZ CPAs PC.
C B I Z C PAS 90 S Cascade Ave #200
Colorado Springs, CO 80903

P:719.531.0445

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Cortez Sanitation District
Cortez, CO

Opinions

We have audited the financial statements of the governmental activities, the business-type activities, and each
major fund of Cortez Sanitation District (District), as of December 31, 2024 and for the year then ended, and the
related notes to the financial statements, which collectively comprise the District’s basic financial statements as
listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, and each major fund
of the District as of December 31, 2024, and the respective changes in financial position and, where applicable,
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 audit in accordance with auditing standards generally accepted in the United States of America
(“GAAS”). 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 the District 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 District’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’ Responsibilities 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 GAAS 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 GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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.

e 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 District’s internal control. Accordingly, no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the District’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 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 GAAS, 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.

CBIZCPAS.COM



Supplemental Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Cortez Sanitation District’s basic financial statements. The Budgetary Comparison Schedules 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 basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with GAAS. In our opinion, the combining and individual nonmajor fund financial
statements are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

CBIZ CPA¢ P.C.

Colorado Springs, Colorado
July 31, 2025
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CORTEZ SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

As management of Cortez Sanitation District, we offer readers of Cortez Sanitation District’s (District)
financial statements this narrative overview and analysis of the financial activities of the District for the
fiscal year ended December 31, 2024.

Financial Highlights

e The assets of the District exceeded the current liabilities at the close of the most recent fiscal year
by $27,273,594. Out of this amount, $6,559,107 (unrestricted net position) may be used to meet
the District's ongoing obligations to citizens and creditors.

e The District's total net position increased by $697,952.

e As of the close of the current fiscal year, the District's governmental activities and business-type
actives reported ending net position of $11,646 and $27,261,948 respectively.

Overview of the Financial Statements

Management's discussion and analysis is intended to serve as an introduction to the District's basic
financial statements. The basic financial statements presented are comprised of three components:
1) Government-wide financial statements, 2) Fund financial statements, and 3) Notes to the financial
statements. This report also contains supplementary information in addition to the financial statements
themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
District finances, in a manner similar to a private-sector business.

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

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

The government-wide statement of activities distinguishes functions/programs of the District supported
primarily by charges for services. The governmental activities of the District include the collection of

property tax and payment of bonded debt.

The business-type activities of the District include operations that are intended to recover all or a
significant portion of their costs through user fees.

The government-wide financial statements can be found on pages 5-6 of this report.



CORTEZ SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Fund Financial Statements

Fund financial statements are designed to demonstrate compliance with finance-related legal
requirements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District has two types of funds:
governmental fund and proprietary fund.

Governmental Funds - Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide statements, governmental fund financial statements focus on near-term financial
resources and fund balances (which are spendable resources available at the end of the fiscal year). Such
information may be useful in evaluating the District's near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for government-wide financial statements. By doing so, the readers may better
understand the long-term impact of the District's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenue, expenditures, and changes in fund
balances provide a reconciliation of differences between the governmental funds and the government-
wide financial statements, if any, to facilitate this comparison.

The District has one governmental fund, the Debt Service Fund. The Debt Service Fund accounts for
revenues and expenditures for the receipt and payment of administration and debt.

The basic governmental fund financial statements can be found on pages 7-8 of this report.

Proprietary Funds - The District maintains one type of proprietary fund. The proprietary fund type is
called the Enterprise Fund. Enterprise funds are used to present the same functions as the business-type
activities presented in the government-wide financial statements. The District uses an enterprise fund to

account for its service operation.

Proprietary fund financial statements can be found on pages 9-11 of this report.

-1I -



CORTEZ SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Government-Wide Financial Analysis

The District had an increase in net position from Governmental Activities of $594 for the year, and an
increase from Business-Type Activities of $697,358 for a net increase of $697,952.

Cortez Sanitation District's Government-Wide
Condensed Comparative Statement of Net Position

December 31,

2024 2023 Change
Assets
Current and Other $ 7,670,888 $ 6,646,365 $ 1,024,523
Capital Assets 21,464,473 21,997,532 (533,059)
Total Assets 29,135,361 28,643,897 491,464
Liabilities
Current Liabilities 507,606 522,729 (15,123)
Long-term Liabilities 1,354,161 1,545,526 (191,365)
Total Liabilities 1,861,767 2,068,255 (206,488)
Net Position
Net Investment in Capital Assets 19,935,841 20,405,437 (469,596)
Restricted 778,646 715,052 63,594
Unrestricted 6,559,107 5,455,153 1,103,954
Total Net Position $ 27,273,594 § 26,575,642 $ 697,952
Assets

Current assets have increased primarily due to growth in cash and investment accounts. The change in
capital assets is due to the replacement of sewer lines, installation of a new fan press at the District sewage
treatment facility, and additional equipment purchases during the fiscal year offset by the current year’s
depreciation.

Liabilities

Current liabilities decreased as loan payments continued according to the amortization schedule with no
new debt added to the balance sheet.

Net Position

The increase in net position is due to an increase in net revenues.

- 1II -



CORTEZ SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Cortez Sanitation District's Government-Wide
Condensed Comparative Statement of Activities

Year Ended December 31,
2024 2023 Change
Revenue
Operating Revenues
Charges for Services 3,330,615 $ 3,058,396 $ 272,219
Total 3,330,615 3,058,396 272,219
General Revenues
Taxes - 12 (12)
Investment Earnings 212,947 174,813 38,134
Gain on Disposal of Equipment 2,000 - 2,000
Other 218,936 337,744 (118,808)
Total 433,883 512,569 (78,686)
Total Revenues 3,764,498 3,570,965 193,533
Expenses
Sewer Operations 1,982,208 1,896,740 85,468
Depreciation 1,084,338 918,990 165,348
Loss on Disposal of Equipment - 237,870 (237,870)
Total Expenses 3,066,546 3,053,600 12,946
Change in Net Position 697,952 517,365 180,587
Net Position - Beginning of Year 26,575,642 26,058,277 517,365
Net Position - End of Year $ 27,273,594 $§ 26,575,642 $ 697,952

Revenues

The increase in revenues is primarily due to an increase in usage fees and additional interest received on
investments.

Expenses

The increase in expenses is primarily due to an increase in depreciation along with payroll for all District
employees.

IV -



CORTEZ SANITATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Fund Level Financial Analysis

The District uses fund accounting to ensure and demonstrate compliance with finance-related legal,
federal, and state requirements.

The Debt Service Fund is the District’s governmental fund. It accounts for tax receipts used to retire debt
and related administrative costs. The fund balance at the beginning of the 2024 fiscal year was $11,052.
The ending fund balance for 2024 of $11,646 reflects a fund balance increase of $594.

The Enterprise Fund is the District’s service operations fund. It accounts for charges for service and related
costs. The net position at the beginning of the 2024 fiscal year was $26,564,590. The ending net position
for 2024 of $27,261,948 reflects a net position increase of $697,358. The increase was due primarily to
the increased sewer charges in 2024.

Budgetary Analysis

The District adopts an annual appropriated budget for both the governmental fund and proprietary fund.
The budgetary comparison schedules for the Debt Service Fund and the Enterprise Fund are included on
pages 25-26 of this report to demonstrate compliance with the adopted budget.

The District Board adopted the 2025 Budget on December 9, 2024. An appropriation resolution of
$3,545,563 for the Enterprise Fund was approved.

During 2024, the Debt Service Fund had a net change in fund balance of $594 due to transfers from the
enterprise fund.

During 2024, the Enterprise Fund had actual expenditures of $2,732,304.
Economic Factors and Next Year's Budget

Each year, the adoption of the budget must ensure quality of services for all customers and fiscal stability
in ever changing political and economic conditions. Many factors, including the state's financial condition
and ever-increasing costs must be considered in budget preparation. In 2025, the District will continue
work on replacing aging infrastructure and replacing worn out equipment at the treatment facility.

Request for Information

This financial report is designed to provide a general overview of the District's finances for all those with
an interest in the District's finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to Cortez Sanitation District, Post
Office Drawer 730, 2908 South Broadway, Cortez, Colorado, 81321.
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CORTEZ SANITATION DISTRICT
STATEMENT OF NET POSITION
YEAR ENDED DECEMBER 31, 2024

Governmental Business-Type
Assets Activities Activities Total
Current
Cash and Cash Equivalents $ 11,646 $ 3,121,295 § 3,132,941
Investments - 3,660,389 3,660,389
Accounts Receivable - 778,117 778,117
Total Current Assets 11,646 7,559,801 7,571,447
Noncurrent
Capital Credits Receivable - 99,441 99,441
Capital Assets
Land and Work in Progress - 169,686 169,686
Other Capital Assets, Net - 21,294,787 21,294,787
Total Capital Assets - 21,464,473 21,464,473
Total Noncurrent Assets - 21,563914 21,563,914
Total Assets $ 11,646 $§ 29,123,715 $ 29,135,361
Liabilities
Current
Accounts Payable $ - $ 133,448 §$ 133,448
Accrued Interest - 5,854 5,854
Accrued Wages Payable - 11,760 11,760
Compensated Absences - 113,465 113,465
Unearned Revenue - 51,713 51,713
Lease Payable - Due Within One Year - 16,895 16,895
Notes Payable - Due Within One Year - 174,471 174,471
Total Current Liabilities - 507,606 507,606
Noncurrent
Notes Payable - Net of Current Portion - 1,354,161 1,354,161
Total Noncurrent Liabilities - 1,354,161 1,354,161
Total Liabilities - 1,861,767 1,861,767
Net Position
Net Investment in Capital Assets - 19,935,841 19,935,841
Restricted:
Emergency Reserves - 767,000 767,000
Debt Service 11,646 - 11,646
Unrestricted - 6,559,107 6,559,107
Total Net Position $ 11,646 $ 27261948 $ 27,273,594

See Notes to Financial Statements
-4 -



CORTEZ SANITATION DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2024

Operating Revenues

Net (Expense) Revenue and
Changes in Net Position

Operating Business-
Charges Grants and Grants and  Governmental Type
Functions/Programs Expenses for Services  Contributions Contributions Activities Activities Total
Business-type Activities:
Operating Expenses
Sewer Operations $ 3,066,546 $§ 3,330,615 $ - - $ 264,069 $ 264,069
Total Business-type Activities 3,066,546 3,330,615 - - 264,069 264,069
Total Primary Government $ 3,066,546 $ 3,330,615 $ - - 264,069 264,069
General Revenues
Sewer Development Charges - 108,750 108,750
Plant Investment Fees - 108,750 108,750
Investment Earnings - 212,947 212,947
Gain on Disposal of Property and Equipment - 2,000 2,000
Miscellaneous Income - 1,436 1,436
Total General Revenues - 433,883 433,883
Transfers
Transfer to Other Fund 594 (594) -
Change in Net Position 594 697,358 697,952

Net Position - Beginning

Net Position - Ending

See Notes to Financial Statements

-5-
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CORTEZ SANITATION DISTRICT
BALANCE SHEET
GOVERNMENTAL FUND - DEBT SERVICE FUND

DECEMBER 31, 2024

ASSETS

Assets
Cash and Cash Equivalents

Total Assets

LIABILITIES AND FUND BALANCE
Fund Balance
Restricted for:
Debt Service
Total Fund Balance

Total Liabilities and Fund Balance

See Notes to Financial Statements
-6 -
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11,646




CORTEZ SANITATION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUND - DEBT SERVICE FUND

YEAR ENDED DECEMBER 31, 2024

Other Financing Sources
Transfer To (From) $ 594

Revenues and Other Sources

in Excess of Expenditures 594
Fund Balance - Beginning 11,052
Fund Balance - Ending $ 11,646

See Notes to Financial Statements
-7 -



CORTEZ SANITATION DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUND - SEWER ENTERPRISE FUND
YEAR ENDED DECEMBER 31, 2024

Current Assets
Cash and Cash Equivalents $ 3,121,295
Investments 3,660,389
Accounts Receivable 778,117
Total Current Assets 7,559,801
Noncurrent Assets
Capital Credits Receivable 99,441
Capital Assets
Land and Work in Progress 169,686
Other Capital Assets, Net 21,294,787
Total Capital Assets 21,464,473
Total Noncurrent Assets 21,563,914
Total Assets $ 29,123,715
Current Liabilities
Accounts Payable $ 133,448
Accrued Interest 5,854
Accrued Wages Payable 11,760
Compensated Absences 113,465
Unearned Revenue 51,713
Lease Payable - Due Within One Year 16,895
Notes Payable - Due Within One Year 174,471
Total Current Liabilities 507,606
Long-term Liabilities
Notes Payable - Net of Current Portion 1,354,161
Total Long-term Liabilities 1,354,161
Total Liabilities 1,861,767
Net Position
Net Investment in Capital Assets 19,935,841
Restricted:
Emergency Reserves 767,000
Unrestricted 6,559,107
Total Net Position $ 27,261,948

See Notes to Financial Statements
-8 -



CORTEZ SANITATION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND - SEWER ENTERPRISE FUND
YEAR ENDED DECEMBER 31, 2024

Operating Revenues

Sewer Charges $ 3,233,290
Other 97,325
Total Operating Revenues 3,330,615

Operating Expenses

Administration 575,979
Sanitation Board 12,277
Plant Operation 848,384
Sewer Line Maintenance 522,807
Interest 22,761
Depreciation 1,084,338
Total Operating Expenses 3,066,546
Total Operating Income 264,069

Nonoperating Revenues

Gain on Disposal of Equipment 2,000
Sewer Development Charges 108,750
Plant Investment Fees 108,750
Interest Income 212,947
Miscellaneous Income 1,436
Total Nonoperating Revenues 433,883
Income Before Other Financing Sources 697,952

Other Financing Sources

Debt Service Transfers (594)

Total Other Financing Sources (594)
Change in Net Position 697,358
Net Position, Beginning 26,564,590
Net Position, Ending $ 27,261,948

See Notes to Financial Statements
-9.



CORTEZ SANITATION DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND - SEWER ENTERPRISE FUND
YEAR ENDED DECEMBER 31, 2024

Cash Flows from Operating Activities
Cash Received from Customers
Other Operating Cash Receipts
Cash Payments to Employees and Board Members
Cash Payments to Suppliers for Goods and Services
Net Cash Provided by Operating Activities

Cash Flows from Noncapital Financing Activities
Miscellaneous
Net Cash Provided by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Transfer out for Principal Payments
Sewer Development Charges
Plant Investment Fees
Capital Expenditures
Proceeds from Sale of Equipment
Debt Principal Payments
Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest Received
Purchase of Investments
Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - January 1
Cash and Cash Equivalents - December 31

Reconciliation of Operating Income to Net Cash Provided by Operating Activities

Operating Income

Adjustments to Reconcile Operating Income to Net Cash

Provided by Operating Activities:
Depreciation

Changes in Assets and Liabilities:
Accounts Receivable
Capital Credit
Accounts Payable
Accrued Wages Payable
Compensated Absences
Unearned Revenue
Net Cash Provided by Operating Activities

See Notes to Financial Statements
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3,171,357
104,253

(998.305)

(993,453)

1,283,852

1,436

1,436

(594)
108,750
108,750

(551,279)

2,000

(198,817)

(531,190)

212,947
(186,974)

25,973

780,071
2,341,224

3,121,295

264,069

1,084,338

(63,812)
6.928

(12,625)

(19,915)
22,990
1,879

1,283,852
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Cortez Sanitation District have been prepared in conformity with
generally accepted accounting principles (GAAP) applicable to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting policies, as described below. The following is a summary of the significant
accounting policies.

Reporting Entity - The Cortez Sanitation District (District) is a special district organized under
Colorado Statutes on February 17, 1953. The District provides sanitation services and generally serves
the residents of Cortez, Colorado, and the surrounding area. The District is governmental in nature and
is autonomous from other organizations, and the residents of the District elect the Board.

Under the provisions of governmental standards, the District is a primary government that has a separate
governing body, is legally separate, and financially independent of other governments. Financially
independent means that the District may, without the approval or consent of another governmental
entity, determine or modify its own budget, set rates or charges, and interact with other entities. The
District has no component units, which are other legally separate organizations, for which it is
financially accountable. The District has no material relationships with other primary governments.

No other entity qualified as a potential component unit. The decision to include or exclude a potential
component unit in the reporting entity is through the application of the criteria set forth by governmental
standards. The criteria for determining a component unit includes the District's ability to exercise
oversight responsibility, financial interdependence, the ability to exercise oversight responsibility
including the selection of governing authority, the designation of management, the ability to
significantly influence operations, and the accountability for fiscal matters. Other criteria include
evaluating potential component units based on the scope of public service. Application of this criterion
involves considering whether the activity of the other primary government benefits the District and/or its
residents, overlaps the geographic boundaries of the District and is generally available to its residents. A
third criterion used to evaluate potential component units for inclusion or exclusion from the reporting
entity is the existence of special financing relationships, regardless of whether the District is able to
exercise oversight responsibilities.

Government-Wide and Fund Financial Statements

Government-Wide Financial Statements - The government-wide financial statements, i.e., the
statement of net position and the statement of activities, report information on all of the activities of the
District. Inter-fund activity is presented in conformity with GASB prescribed guidance. Governmental
activities, which normally are supported by taxes, charges for services, and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on user charges
for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or

segment offset program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment.

-11 -



CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Program revenues include: (1) charges to those who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment; and (2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes
and other items are reported under general revenues.

Governmental Fund Financial Statements - The accounts of the District are organized on the basis of
funds and account groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate. Government resources
are allocated to and accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

The District reports the following major funds:

Debt Service Fund - The Debt Service Fund is a governmental fund used to account for tax receipts
used to retire debt and related administrative financial costs.

Sewer Enterprise Fund — The Sewer Enterprise Fund is a proprietary fund used to account for
business-like activities provided to the general public. These activities are financed primarily by user's
charges, and the measurement of financial activity focuses on net income measurement similar to the
private sector.

Measurement Focus and Basis of Accounting - Measurement focus is a term used to describe which
transactions are recorded within the various financial statements. Basis of accounting refers to when
transactions are recorded, regardless of the measurement focus applied.

Governmental funds utilize the current financial resources measurement focus and the modified accrual
basis of accounting. Balance sheets for these funds generally include only current assets and current
liabilities. Reported fund balances are considered a measure of available, spendable resources. Operating
statements for these funds present a summary of available, spendable resources and expenditures for the
period. Revenues are recognized when they are both measurable and available. Revenues are considered
to be available when they are collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the District considers revenue to be available if
collected within 60 days of the end of the fiscal year.

The proprietary funds utilize an "economic resources" measurement focus. The accounting objectives of
this measurement focus are the determination of operating income, changes in net position (or cost
recovery), financial position, and cash flows. All assets and liabilities (whether current or noncurrent)
associated with their activities are reported. Proprietary fund equity is classified as net position. All
proprietary funds utilize the accrual basis of accounting.

-12-



CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Under the accrual basis of accounting, revenues are recognized when earned and expenses are recorded
when the liability is incurred, or economic asset used.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services in connection with a proprietary fund's
principal ongoing operations. The principal operating revenues of the District's Enterprise Fund are
charges to customers for services and sales. The District also recognizes as operating revenue the portion
of fees used to connect customers to the system. Operating expenses include the cost of sales and
services, administrative expenses, and depreciation on capital assets. The District reports all other
revenues and expenses as non-operating.

Budgets and Budgetary Accounting - Budgets are adopted on a governmental modified cash basis. All
annual appropriations lapse at fiscal year-end.

The District adheres to the following procedures in establishing the budgetary data reflected in the
financial statements:

A. State law requires all funds to be included in the budget filed with the State of Colorado within
thirty days after the beginning of the fiscal year. The District Manager submits to the District
Board, in October, a proposed budget for the fiscal year commencing the following January 1. The
budget includes proposed expenditures by fund and the means of financing them. All budgets lapse
at year-end. Prior to December 31, the board adopts the budget by formal resolution.

B. State statutes require that expenditures may not legally exceed appropriations at the fund level
without a formally approved amendment to the budget. The District Board approves amendments,
which change the total appropriated funds, prior to filing with the State.

C. Budgeted figures in the supplemental information are from the original budget adopted by the
District Board. The District filed a subsequent amendment to the original budget. This amendment
corrected the amount appropriated for expenditures to match the original budget.

Cash and Cash Equivalents - Cash and invested cash approximate fair value. The District reports
liquid investments, with a maturity of three months or less, as cash and cash equivalents.

Receivables and Allowances for Doubtful Accounts - The District reports receivables net of
allowances for doubtful accounts. Management evaluates receivables for collectability, and due to the
power of the District, it can place liens on residences for non-payment, and believes all receivables are
fully collectable and has made no allowances for doubtful accounts. Capital credits are anticipated to be
received subsequent to December 31, 2024.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Property and Equipment - The District carries property and equipment at historical cost, less
accumulated depreciation. Management depreciates assets over the estimated useful life using the
straight-line method, beginning in the first full year of service. The District capitalizes work in process

and does not record depreciation until the period the asset is available for use.

Management has estimated the following useful lives of the assets:

Buildings and Improvements 30-50 Years
Infrastructure Assets 30-50 Years
Equipment 5-20 Years
Furniture and Fixtures 5-20 Years

Unearned Revenue — Customer credit balances and early payments for sewer services are recorded as
unearned revenue.

Compensated Absences - It is the District’s policy to allow employees to accumulate vacation and sick
pay benefits. Employees may accumulate vacation and sick pay up to a predetermined maximum level
compensated through paid time off or at termination of employment.

Interfund Receivables/Payables and Transfers — During the course of operations, payments or
receipts may be made or received in one fund but relate to activity in another fund, resulting in interfund
receivables/payables. These receivables and payables are classified, if applicable, as “due from other
funds” and “due to other funds” in the fund financial statements. 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 a reduction of
expenditures/expenses in the fund that is reimbursed. All other interfund transactions are reported as
interfund transfers. Interfund receivables/payables are not expected to be repaid within one year.

Fund Equity - The governmental fund reports fund balance classifications based primarily on the extent
to which the District is bound to honor constraints on the specific purposes for the funds. Fund balances
for the District’s Debt Service Fund consists of the following classifications.

Non-spendable - includes amounts that (a) are not in spendable form or (b) legally or contractually
required. The “not in spendable form” criterion includes items that are not expected to be converted to
cash such as inventories, prepaid items, and long-term notes receivable.

Restricted - includes amounts that are restricted for specific purposes stipulated by external resource
providers constitutionally or through enabling legislation.

Committed - includes amounts segregated for the specific purposes determined by the passage of a

resolution of the District’s board directors. Modification or changes to these commitments require
approval through the District’s board by resolution.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Assigned - includes amounts segregated by District’s Board of Directors through their communications
with management as to the intended use of segregated funds. Assigned funds are not legally restricted,
nor committed by official board resolution, but are assigned based on management’s understanding of
the intended use of the funds.

Unassigned - this is the residual classification for any other funds not considered segregated by law,
contractual obligation, board resolution or intent.

In circumstances where an expenditure is incurred for a purpose for which amounts are available in
multiple fund balance classifications, fund balance is reduced in the order of restricted, committed,
assigned, and unassigned.

Net asset classification in the Government Wide financial statements are as follows:

Net Investment in Capital Assets - this classification consists of capital assets net of accumulated
depreciation, reduced by any outstanding debt attributed to the acquisition, construction, or
improvement of the capital assets.

Restricted Net Position - this classification consists of restrictions created by external creditors,
grantors, contributors, laws or regulations of the other governments, enabling legislation and
constitutional provisions.

Unrestricted Net Position - This classification represents the residual funds balances not classified in
of the two categories above.

Revenues and Expenses - The Enterprise Fund recognizes revenues and expenses based on accrual
accounting as prescribed by GAAP.

Contributions - The Enterprise Fund considers non-operating revenues to consist of capital
contributions towards repair and replacement costs to include tap fees, water resource fees, developer
infrastructure donated assets, and other development fees. The Enterprise Fund recognizes donated
infrastructure at the estimated fair market value as defined by the internally calculated cost to construct
the same assets.

Use of Estimates - The preparation of financial statements in conformity with GAAP requires the
administration to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ materially from those estimates.

Operating Reserve - The loan agreements with the Colorado Water Resources and Power Development
CWRPDA generally require that the District maintain a minimum of a three-month operating reserve
relating to the anticipated expenditures for Enterprise Fund. Restricted funds available for this reserve as
of December 31, 2024, are $767,000.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

New Accounting Pronouncements - For 2024, the District implemented GASB Statement No. 101,
Compensated Absences. GASB Statement No. 101 updates the recognition and measurement guidance
for compensated absences by aligning the recognition and measurement guidance under a unified model
and by amending certain previously required disclosures. Adoption of this new standard had no material
impact on the District’s financial statements.

NOTE 1 - CASH AND CASH EQUIVALENTS

Government-wide cash and cash equivalents held at financial institutions as of December 31, 2024, are
as follows:

Demand Deposits $ 3,132,503
Cash on Hand 438
Total Cash and Cash Equivalents $ 3,132,941

Deposits — The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash only in eligible public depositories. The depository institution must pledge
eligible collateral as security for all public deposits held by that institution not covered by the FDIC,
equal to at least 102% of the total uninsured deposits held by that institution of governmental entity
fund. As of December 31, 2024, the District had $2,917,574 in cash deposits in excess of the FDIC
insurance. All funds in excess of the FDIC coverage were in PDPA covered financial institutions.

NOTE 2 - INVESTMENTS

The District is subject to the provisions of the Colorado Revised Statutes 24-75-601, which is entitled
“Concerning Investments in Securities by Public Entities.” This law, among other things, outlines the
types of securities that public entities in Colorado may invest. These include U.S. Government and
agency securities, certain bonds of political subdivisions, bankers' acceptances, commercial paper, local
government investment pools, repurchase agreements, money market funds, guaranteed investment
contracts, and U.S. dollar-dominated corporate or bank debt.

The Statute also includes a provision limiting any investment to five-year maturities, or less, unless the
governing body authorizes a longer period.

Custodial Credit Risk — Custodial credit risk is the risk that, in the event of the failure of a depository
financial institution, the District will not be able to recover the value of its investments that are in
possession of an outside party. Investments are exposed to custodial credit risk if they are uninsured, are
not registered in the District’s name and are held by either the counterparty to the investment purchase,
or held by the counter party’s trust department or agent but not held in the District’s name. None of the
District’s investments owned at December 31, 2024 were subject to custodial credit risk.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - INVESTMENTS - Continued

Interest Rate Risk — Interest rate risk is the risk that changes in the financial market rates of interest
will adversely affect the value of an instrument. The District is subject to interest rate risk but does not
have a formal investment policy that limits investment maturities as a means of managing its exposure to
fair value losses arising from increasing interest rates. Management evaluated their investment policy as
of December 31, 2024, and believes their exposure to interest rate risk was minimal.

Credit Risk — Credit risk the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The District is subject to credit risk but does not have a formal investment policy that limits
investments beyond the requirements of Colorado statutes. As of December 31, 2024, the District’s
investments in ColoTrust are rated AAAm by Standard & Poor’s and CSAFE is rated AAAmmf by
Fitch Ratings.

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

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

The District’s investments are measured at fair value on a recurring basis. Fair value measurements are
categorized based on the valuation inputs used to measure fair value of assets and liabilities as follows.

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

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

Level 3 — Prices determined using significant unobservable inputs. In situations where quoted prices or
observable inputs are unavailable or deemed less relevant (for example, when there is little or no
market activity for an investment at the end of the period), unobservable inputs may be used.
Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about the factors
market participants would use in pricing the security and would be based on the best information
available under the circumstances.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - INVESTMENTS - Continued

The District’s ColoTrust accounts are reported at fair value. However, these investments are not subject
to the fair value hierarchy. At December 31, 2024, the District had the following investments:

Investment Total
CSAFE $ 2,929,253
COLOTRUST 731,136
Total Investments $ 3,660,389

ColoTrust is not a 2a7-like external investment pool. ColoTrust operates similarly to a money market
fund and each share is equal in value to $1. The unit of account is each share held, and the value of the
position would be the fair value of the pool’s share price multiplied by the number of shares held. The
government-investor does not “look through” the pool to report a pro rata share of the pool’s
investments, receivables, and payables. ColoTrust may invest in securities with a maximum maturity of
365 days and an average weighted maturity not in excess of 60 days. ColoTrust is rated AAAm by
Standard and Poor’s. The investment pool financial statements can be obtained at www.colotrust.com.

CSAFE is considered to be a 2a7-like investment and is valued using the net asset value (NAV) per
share (or its equivalent) of the investments using amortized cost. The 2a7-like investments do not have
any unfunded commitments, redemption restrictions or redemption notice periods. CSAFE is a highly
liquid fund operating similarly to a money market fund.

The 2a7-like investments conform to Colorado Status CRS 24-75-601 et. seq. and therefore invests
primarily in securities of the United States Treasury, United States Agencies, Primary Dealer
Repurchase Agreements, highly rated commercial paper, highly rated corporate bonds, Colorado
depositories collateralized at 102% of market value according to the guidelines of the Public Deposit
Protection Act. The investments will conform to its Permitted Investments and will meet Fitch Rating’s
investment guidelines to achieve an AAAmmf rating, the highest attainable rating for a Local
Government Investment Pool. The investment pool financial statements can be obtained www.csafe.org.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 3 - CAPITAL ASSETS

A summary of the changes to capital assets are as follows:

Beginning Ending
Balance Transfers Additions Balance
Business-type Activities
Capital Assets, Not
Being Depreciated
Land $ 169,686 $ - - 169,686
Work in Progress 566,731 (566,731) - -
736,417 (566,731) - 169,686
Capital Assets,
Being Depreciated
Distribution Lines 18,323,705 - 175,436 18,499,141
Buildings and Plant 12,808,055 - 71,630 12,879,685
Equipment 3,096,116 566,731 304,213 3,967,060
Vehicles 1,464,421 - - 1,464,421
Furniture and
Fixtures 52,961 - - 52,961
Intangible Assets 40,325 - - 40,325
35,785,583 566,731 551,279 36,903,593
Less: Accumulated
Depreciation
Distribution Lines (5,946,601) - (442,225) (6,388,826)
Buildings and Plant (5,439,830) - (281,572) (5,721,402)
Equipment (2,041,900) - (155,324) (2,197,224)
Vehicles (1,089,072) - (194,092) (1,283,164)
Furniture and
Fixtures (7,065) - (3,060) (10,125)
Intangible Assets - - (8,065) (8,065)
(14,524,468) - (1,084,338) (15,608,806)
Capital Assets,
Being Depreciated,
Net 21,261,115 566,731 (533,059) 21,294,787

Total Business-type
Activities
Capital Assets, Net

$ 21,997,532 $

(533,059) $ 21,464,473

Depreciation expense recorded in the business-type activities operating expenses for the year ended

December 31, 2024, was $1,084,338.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - TAX, SPENDING, REVENUE AND DEBT LIMITATIONS

Enterprise Funds - Enterprise Funds are generally exempt from the provisions of the Colorado
Taxpayer Bill of Rights (TABOR). The District's management believes that the proprietary activities of
the District qualify as an Enterprise Fund. The Enterprise Fund is a self-funded fund, which receives no
subsidies from the General Fund tax revenues. The Enterprise fund assesses an operating fee to the
General Fund.

NOTE 5 - LONG-TERM LIABILITIES

Supplementary Revenue Allowances (SRA’s) - The CWRPDA appropriates annual SRA’s as a way to
subsidize the loans they issue, effectively reducing the interest costs to the District.

Loan Collateral and Covenants - All capital assets constructed from loan proceeds are collateral
against the loan, as well as any other legal remedies available under law in the event the District defaults
on the loan.

The CWRPDA'’s covenants include the annual board appropriation of the mill levy, service fees must be
sufficient to allow for proper maintenance of the capital assets and provide for operating expenses,
establishing a three-month operating reserve, and the annual submission of the final audit. As of
December 31, 2024, the District was in material compliance with all covenants.

Water Pollution Control Revolving Fund Loan - On May 3, 2007, the CWRPDA issued a loan for
$2,000,000 to the District. No subsidies were associated with this loan. The 2007 loan is due in semi-
annual installments of $69,964 on May 1 and November 1, including interest at 3.5% and an annual
administrative fee, through May 1, 2027.

On April 30, 2019, the CWRPDA issued a second loan for $1,400,000 to the District. No subsidies
were associated with this loan. The 2019 loan is due in semi-annual installments of $25,485 on May 1
and November 1, including interest at 0.5% through November 1, 2049.

The loan agreements contain provisions that in the event of default by the District, the CWRPDA may
take whatever action at law or in equity may appear necessary or desirable to collect the remaining
amounts due.

The business activities net revenues, defined as revenues after deducting necessary operation and
maintenance expense, are collateral against the loan. Further, rates must be sufficient to produce gross
revenues to pay all operating and maintenance expenses, plus 110% of the total debt service payments.

Administrative Fees - The CWRPDA breaks out interest expense into two components, interest and an
administrative fee. The administrative fee is the portion of the interest expense internally allocated by
the CWRPDA for administrative expenses. The interest expense and administrative fee combined is the
total interest expense.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - LONG-TERM LIABILITIES - Continued

Lease Purchase Agreement - On February 15, 2018, the District entered into a contract to finance the
purchase of equipment. The lease purchase agreement is due in semi-annual installments of $15,339 on
August 8 and February 2, including interest at 4.6%. The District has the option to purchase, at a set
option price, on each contract payment date.

The following is a government wide schedule of changes to the debt service requirements in 2024:

Beginning Ending Due Within
Balance Payments Balance One Year
Business-type Activities
Notes Payable
CWRPDA 2007 $ 457,196 $§ (125,012) § 332,184 § 129,426
CWRPDA 2019 1,241,268 (44,820) 1,196,448 45,045
Lease Purchase
Agreement 45,880 (28,985) 16,895 16,895
Total Business-type
Activities $ 1,744,344 § (198,817) $ 1,545,527 § 191,366

Interest expense of $22,761 was included in the business-type activities, respectively for the year ending
December 31, 2024.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - LONG-TERM LIABILITIES - Continued

The following is the estimated five-year maturity schedule for the business-type activities:
CWRPDA 2007 (W19F424)

December 31, Payment Interest Principal
2025 § 139,930 § 10,504 § 129,426
2026 139,930 5,934 133,996
2027 69,964 1,202 68,762

$ 349,824 § 17,640 § 332,184

CWRPDA 2019 (W07F121)

December 31, Payment Interest Principal
2025 $ 50,971 $ 5926 $ 45,045
2026 50,971 5,700 45,271
2027 50,971 5,474 45,497
2028 50,971 5,246 45,725
2029 50,971 5,017 45,954

2030-2034 254,855 21,612 233,243
2035-2039 254,855 15,715 239,140
2040-2044 254,855 9,669 245,186
2045-2049 254,856 3,469 251,387

§ 1,274276 § 77,828 § 1,196,448

Capital assets acquired through lease purchase obligations are as follows:

Equipment $ 181,842
Accumulated Depreciation (166,847)
$ 14,995

NOTE 6 - RETIREMENT PLAN

In 2016, the District established a defined contribution District Retirement Plan (Plan) intended to
qualify as a profit-sharing plan under Internal Revenue Code a Section 401(a). Any full-time employee
who is at least age 18 and scheduled to work regularly at least 30 hours per week is eligible to
participate in the Plan upon date of hire. The Plan documents require a contribution of 5% of the
participant’s compensation. Participants may contribute any amount to the Plan if the contribution
satisfies the requirements under law for rollover contributions. Amounts are fully vested at all times.

During the fiscal year ending December 31, 2024, the District made $44,194 in retirement contributions.

The District has also established a Section 457 Plan for employee contributions. As of December 31,
2024, no employees are actively contributing to the Section 457 Plan.
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CORTEZ SANITATION DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - PARTICIPATION IN PUBLIC ENTITY RISK POOL

The District is a member of the Colorado Special Districts Property and Liability Pool (CSD Pool). The
CSD Pool was created under authority of Colorado State Statutes, and provides defined property and
liability coverage, and claims and risk management services.

The District pays an annual premium to the CSD Pool for insurance coverage. For December 31, 2024,
the District paid $48,397 in insurance premiums. The District's agreement with the CSD Pool provides
the CSD Pool will be self-sustaining through member premiums.

The District is subject to additional liabilities should the CSD Pool’s anticipated claims exceed available

reserves. There were no significant reductions in insurance coverage from the prior year, and no claims
that exceeded reserved coverage in the last three years.

NOTE 8 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. As of December 31, 2024, the
District was not aware of any contingent liabilities that would require estimates relating to any of these
types of exposures.

NOTE 9 - RELATED PARTY TRANSACTIONS

During the year ended December 31, 2024, the District purchased supplies from an employee-owned
company totaling $2,192.

NOTE 10 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through 29 July, 2024, the date on which the financial
statements were available to be issued.
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CORTEZ SANITATION DISTRICT
BUDGETARY COMPARISON SCHEDULE
GOVERNMENTAL FUND - DEBT SERVICE FUND
YEAR ENDED DECEMBER 31, 2024

Variance with
Actual Final Budget

Budgeted Amounts Budgetary Favorable
Original Final Basis (Unfavorable)
Other Financing Uses
Transfers in $ - $ - $ 594 $ 594
Net Change in Fund Balance - - 594 594
Beginning Fund Balance 10,335 10,335 11,052 717
Ending Fund Balance $ 10,335 $ 10,335 $ 11,646 $ 1,311

See independent auditors' report and notes to supplemental information.
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CORTEZ SANITATION DISTRICT

BUDGETARY COMPARISON SCHEDULE
PROPRIETARY FUND - SEWER ENTERPRISE FUND
YEAR ENDED DECEMBER 31, 2024

Variance with

Actual Final Budget
Budgeted Amounts Budgetary Favorable
Original Final Basis (Unfavorable)
Revenue
Operating
Sewer Charges $ 3,182,297 3,182,297  § 3,233,290 § 50,993
Other Charges 40,000 40,000 97,325 57,325
Sewer Development Charges 50,000 50,000 108,750 58,750
Plant Investment Fees 50,000 50,000 108,750 58,750
Interest Income 104,412 104,412 212,947 108,535
Miscellaneous - - 1,436 1,436
Transfers Out - - (594) (594)
Gain on Disposal of Equipment - - 2,000 2,000
Total Revenue 3,426,709 3,426,709 3,763,904 337,195
Expenditures
Administration 585,191 585,191 575,979 9,212
Sanitation Board 31,862 31,862 12,277 19,585
Plant Operation 1,029,087 1,029,087 848,384 180,703
Sewer Line Maintenance 596,843 596,843 522,807 74,036
Capital Outlay 1,081,000 1,081,000 551,279 529,721
Debt Service
Principal 198,817 198,817 198,817 -
Interest 22,763 22,763 22,761 2
Total Expenditures 3,545,563 3,545,563 2,732,304 813,259
Income - Budget Basis $ (118,854) $ (118,854) 1,031,600 $§ 1,150,454
To Reconcile Net Income to GAAP Basis
Capital Outlay 551,279
Principal Payments 198,817
Depreciation (1,084,338)
Change in Net Position - GAAP Basis 697,358

See independent auditors' report and notes to supplemental information.
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CORTEZ SANITATION DISTRICT
NOTES TO SUPPLEMENTAL INFORMATION
DECEMBER 31, 2024

BUDGETARY INFORMATION

Cortez Sanitation District (District) adheres to the following procedures in establishing the budgetary
data reflected in the budgetary comparison schedule.

On or before October 15, the District Manager submits to the Board of Directors a proposed budget for
the fiscal year commencing the following January 1. The budget includes proposed expenditures and the
means of financing them. Public hearings are conducted by the Board of Directors to obtain taxpayer
comments. The District adopts budgets for all funds. The general fund uses the current financial
resources measurement focus and the modified accrual basis of accounting in preparing the budgets.

Expenditure estimates in the annual budget are enacted into law by the passage of appropriation
resolutions. Budgetary control exists at the total fund level and encumbrance accounting is not employed
as a part of the budgetary process.

See independent auditors’ report.
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