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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Waterfall Metropolitan District No. 1
Loveland, Colorado

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities and each major 
fund of Waterfall Metropolitan District No. 1 (the “District”), as of and for the year ended December 31, 
2025, 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 financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and each major fund of the District, as of 
December 31, 2025 and the respective changes in financial position thereof for the year then ended in 
accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”).

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (“U.S. GAAS”).  Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be 
independent of 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

The District’s management is responsible for the preparation and fair presentation of the financial 
statements in accordance with U.S. GAAP, 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 one year after the date that the financial statements are issued.
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Auditor’s 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 auditor’s 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 U.S. 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 U.S. GAAS, 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 District’s internal control.  Accordingly, no such opinion is 
expressed.

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

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about 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 budgetary 
comparison information in Section E 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. The budgetary comparison information was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements. It 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 U.S. GAAS. In our opinion, 
the budgetary comparison information is fairly stated, in all material respects, in relation to the basic 
financial statements as a whole.

Management has omitted the management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, 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. Our opinion on the basic financial statements is not affected by this missing information.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District’s financial statements as a whole.  The individual fund budgetary comparison in 
Section F is presented for purposes of additional analysis and are not a required part of the basic 
financial statements.  

The budgetary comparison found in Section F is the responsibility of management and was derived from 
and relate directly to the underlying accounting and other records used to prepare the 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 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 information is 
fairly stated in all material respects in relation to the financial statements as a whole.

McMahan and Associates, L.L.C. 
Avon, Colorado
September 24, 2026
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Assets:
Cash and equivalents - Unrestricted 443,738        
Cash and equivalents - Restricted 361,168        
Amounts due from County 2,154            
Property taxes receivable 427,729        
Prepaid expenses 3,722            
Capital assets, net 159,440        

Total Assets 1,397,951     

Liabilities:
Accounts payable 9,055            
Accrued payroll 46                 
Accrued interest payable 273,489        

Non-current liabilities due in less than one year:
Bonds payable 45,000          

Non-current liabilities due in excess of one year:
Bonds payable 5,435,000     
Notes payable 589,952        

Total Liabilities 6,352,542     

Deferred Inflows of Resources:
Property tax revenue 427,729        

Total Deferred Inflows of Resources 427,729        

Net Position:
Net investment in capital assets (5,910,512)    
Restricted for debt service 330,145        
Restricted for emergencies 5,214            
Unrestricted 192,833        

Total Net Position (5,382,320)    

December 31, 2025
Statement of Net Position

Waterfall Metropolitan District No. 1

The accompanying notes are an integral part of these financial statements.
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Net (Expense)
 Revenue and Changes 

 in Net Position
Operating Capital

Charges for Grants and Grants and Net (Expense)
Expenses Services Contributions Contributions Revenue

Functions/Programs:
Governmental activities:

General government 202,512        81,896          -                -                (120,616)                   
Public works 2,470            -                -                -                (2,470)                       
Interest on long-term debt 370,172        -                -                -                (370,172)                   

Total primary government 575,154        81,896          -                -                (493,258)                   

General revenues:
Taxes:

Property tax 419,487                    
Specific ownership tax 26,226                      

Interest income 34,905                      
Total General Revenues 480,618                    

Change in Net Position (12,640)                     

Net Position - Beginning, as previously reported (5,387,971)                
Error Correction 18,291                      
Net Position - Beginning, as restated (5,369,680)                

Net Position - Ending (5,382,320)                

Waterfall Metropolitan District No. 1
Statement of Activities

For the Year Ended December 31, 2025

Program Revenues

The accompanying notes are an integral part of these financial statements.
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Total
General Debt Service Governmental

Fund Fund Funds
Assets:

Cash and equivalents - Unrestricted 202,995        240,743        443,738        
Cash and equivalents - Restricted -                361,168        361,168        
Amounts due from County 431               1,723            2,154            
Property taxes receivable 85,188          342,541        427,729        
Prepaid expenditures 3,722            -                3,722            

Total Assets 292,336        946,175        1,238,511     

Liabilities:
Accounts payable 9,055            -                9,055            
Accrued payroll 46                 -                46                 

Total Liabilities 9,101            -                9,101            

Deferred Inflows of Resources:
Unavailable property tax revenue 85,188          342,541        427,729        

Total Deferred Inflows of Resources 85,188          342,541        427,729        

Fund Balances:
Nonspendable 3,722            -                3,722            
Restricted for debt service -                603,634        603,634        
Restricted for emergencies 5,214            -                5,214            
Unassigned 189,111        -                189,111        

Total Fund Balances 198,047        603,634        801,681        

Total Liabilities, Deferred Inflows
 of Resources, and Fund Balances 292,336        946,175        1,238,511     

December 31, 2025
Governmental Funds

Balance Sheet
Waterfall Metropolitan District No. 1

The accompanying notes are an integral part of these financial statements.
C1



Governmental Funds Total Fund Balance 801,681        

Capital assets used in governmental activities are not considered current 

  financial resources and, therefore, are not reported in the funds. 

  Details of these amounts are as follows:

Capital assets 428,345        

Accumulated depreciation (268,905)       

159,440        

Long-term liabilities, including bonds payable and notes payable, are 

  not due and payable in the current period and, therefore, are not 

  reported in the funds. This is the amount of District long-term 

  liabilities. Details of these amounts are as follows:

Bonds payable (5,480,000)    

Notes payable (589,952)       

Accrued interest payable (273,489)       

(6,343,441)    

Net Position of Governmental Activities (5,382,320)    

Waterfall Metropolitan District No. 1
Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Position
December 31, 2025

The accompanying notes are an integral part of these financial statements.
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Total
General Debt Service Governmental

Fund Fund Funds
Revenues:

Property taxes 83,892          335,595        419,487        
Specific ownership taxes 5,245            20,981          26,226          
Charges for services 81,896          -                81,896          
Interest income 274               34,631          34,905          

Total Revenues 171,307        391,207        562,514        

Expenditures:
General government 171,346        13,734          185,080        
Public works 2,470            -                2,470            
Debt service

Principal payments -                35,000          35,000          
Interest payments -                332,032        332,032        
Total Expenditures 173,816        380,766        554,582        

Net Change in Fund Balances (2,509)           10,441          7,932            

Fund Balances - Beginning 200,556        593,193        793,749        

Fund Balances - Ending 198,047        603,634        801,681        

Waterfall Metropolitan District No. 1
Statement of Revenues, Expenditures

For the Year Ended December 31, 2025
Governmental Funds

and Changes in Fund Balances

The accompanying notes are an integral part of these financial statements.
C3



Net change in fund balances for total governmental funds 7,932            

Governmental funds report capital outlays as expenditures. However, in the
 Statement of Activities, the cost of the assets is allocated over their 
 estimated useful lives as depreciation expense. This is the net difference 
 between depreciation and capital additions during the year. Details of these 
 differences are as follows:

Capital additions -                
Depreciation expense (17,432)         

(17,432)         

The repayment of the principal of long-term debt consumes current financial 
 resources of governmental funds.  This transaction, however, has no effect on 
 net position. This amount is the net effect of these differences in the
 treatment of long-term debt repayments.

Principal repayments - Bonds payable 35,000          
35,000          

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in the governmental funds.

Accrued interest (38,140)         
(38,140)         

Change in Net Position of Governmental Activities (12,640)         

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

Waterfall Metropolitan District No. 1

For the Year Ended December 31, 2025
Statement of Activities

The accompanying notes are an integral part of these financial statements.
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Waterfall Metropolitan District No. 1
Notes to the Financial Statements

December 31, 2025

D1

I. Summary of Significant Accounting Policies

Waterfall Metropolitan District No. 1 (the “District”) was formed contemporaneously with Waterfall 
Metropolitan District No. 2. The District was organized in 2008 as quasi-municipal corporation and 
political subdivision of the State of Colorado. The District was formed pursuant to the 
Consolidated Service Plan for Waterfall Metropolitan Districts Nos. 1 and 2, approved by the 
Loveland City Council on April 1, 2008. The Service Plan was materially modified in 2012 to 
exclude certain land after conveyance to the Housing Authority of the City of Loveland. The 
District was formed to serve the public improvement needs of the Boyd Lake Village commercial 
development. The District has the authority to finance, design, construct, acquire, install, operate, 
and maintain public improvements, including streets and traffic safety facilities, potable and non-
potable water systems, sanitation and storm drainage, parks and recreation facilities and related 
landscaping, and other related infrastructure, within a service area originally comprising 
approximately 29.56 acres located in the City of Loveland, Colorado.

The District’s financial statements are prepared in accordance with generally accepted 
accounting principles (“GAAP”).  The Governmental Accounting Standards Board (“GASB”) is 
responsible for establishing GAAP for state and local governments through its pronouncements 
(Statements and Interpretations).  The more significant accounting policies established by GAAP 
used by the District are discussed below.

A. Reporting Entity

The reporting entity consists of (a) the primary government; i.e., the District, and (b) 
organizations for which the District is financially accountable.  The District is considered 
financially accountable for legally separate organizations if it is able to appoint a voting 
majority of an organization's governing body and is either able to impose its will on that 
organization or there is a potential for the organization to provide specific financial 
benefits, to, or to impose specific financial burdens on, the District.  Consideration is also 
given to other organizations which are fiscally dependent; i.e., unable to adopt a budget, 
levy taxes, or issue debt without approval by the District.  Organizations for which the 
nature and significance of their relationship with the District are such that exclusion would 
cause the reporting entity's financial statements to be misleading or incomplete are also 
included in the reporting entity.

Based on the criteria discussed above, the District is not financially accountable for any 
other entity, nor is the District a component unit of any other government.

B. Government-wide and Fund Financial Statements

The District’s basic financial statements include both government-wide (reporting the 
District as a whole) and fund financial statements (reporting the District’s major funds).  
Both the government-wide and fund financial statements categorize primary activities as 
governmental type.  

1. Government-wide Financial Statements

In the government-wide Statement of Net Position, all balances are reported on a 
full accrual, economic resource basis, which recognizes all long-term assets and 
receivables as well as long-term debt and obligations.  

The government-wide focus is on the sustainability of the District as an entity and 
the change in the District’s net position resulting from the current year’s activities.

As a general rule, the effect of interfund activity has been eliminated from the 
government-wide financial statements.
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I. Summary of Significant Accounting Policies (continued)

B. Government-wide and Fund Financial Statements (continued)

2. Fund Financial Statements

The financial transactions of the District are reported in individual funds in the 
fund financial statements.  Each fund is accounted for by providing a separate 
set of self-balancing accounts that comprises its assets, liabilities, reserves, fund 
equity, revenues and expenditures/expenses. The fund focus is on current 
available resources and budget compliance.

The District reports the following governmental funds:

The General Fund is the District’s primary operating fund.  It accounts for all 
financial resources of the District, except those required to be accounted for in 
another fund.

The Debt Service Fund accounts for the resources accumulated and payments 
made for principal and interest on long-term general obligation debt of the 
governmental funds.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Measurement focus refers to whether financial statements measure changes in current 
resources only (current financial focus) or changes in both current and long-term 
resources (long-term economic focus).  Basis of accounting refers to the point at which 
revenues, expenditures, or expenses are recognized in the accounts and reported in the 
financial statements. Financial statement presentation refers to classification of revenues 
by source and expenses by function.

1. Long-term Economic Focus and Accrual Basis

Governmental activities in the government-wide financial statements use the 
long-term economic focus and are presented on the accrual basis of accounting.  
Revenues are recognized when earned and expenses are recognized when 
incurred, regardless of the timing of the related cash flows.

2. Current Financial Focus and Modified Accrual Basis

The governmental fund financial statements use the current financial focus and 
are presented on the modified accrual basis of accounting.  Under the modified 
accrual basis of accounting, revenues are recorded when susceptible to accrual; 
i.e., both measurable and available.  “Available” means collectible within the 
current period or soon enough thereafter (60 days) to be used to pay liabilities of 
the current period.  Expenditures are generally recognized when the related 
liability is incurred.  The exception to this general rule is that principal and interest 
on general long-term debt, if any, is recognized when due.
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I. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
(continued)

3. Financial Statement Presentation

Amounts reported as program revenues include capital grants and contributions, 
including special assessments.  Internally dedicated resources are reported as 
general revenues rather than as program revenues.  Likewise, general revenues 
include all taxes and interest income.

D. Financial Statement Accounts

1. Cash and Cash Equivalents

Cash and equivalents are defined as deposits that can be withdrawn at any time 
without notice or penalty and investments with maturities of three months or less.

Investments are stated at net asset value.  The change in fair value or net asset 
value of investments is recognized as an increase or decrease to investment 
assets and investment income.  The District’s investment policy is detailed in 
note III.A.

2. Receivables

Receivables are reported net of an allowance for uncollectible accounts. There 
was no allowance as of December 31, 2025.

3. Prepaid Expenses

Prepaid expenses represent costs incurred in advance for goods or services that 
will be consumed or utilized in future periods. These amounts are recorded as 
assets at the time of payment and are subsequently expensed over the period in 
which the related benefits are received.

4. Property Taxes

Property taxes are assessed in one year as a lien on the property, but not 
collected by governmental units until the subsequent year.  In accordance with 
GAAP, the assessed but uncollected property taxes have been recorded as a 
receivable and as deferred inflow of resources.

5. Capital Assets

Capital assets, which include landscaping improvements and signage, are 
reported in the governmental activity columns in the government-wide financial 
statements.  The District defines capital assets as assets with an initial cost of 
$5,000 or more and an estimated useful life in excess of five years.  Such assets 
are recorded at historical cost.  Donated capital assets are recorded at 
acquisition value at the date of donation.
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I. Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

5. Capital Assets (continued)

Capital outlay for projects is capitalized as projects are constructed.  Interest 
incurred during the construction phase is expensed as incurred. Assets are 
depreciated using the straight-line method over the following estimated useful 
lives:

Assets Years
Landscaping and signage 20-25

6. Deferred Outflows and Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a 
separate section for deferred outflows of resources. This separate financial 
statement element, deferred outflows of resources, represents a consumption of 
net assets that applies to a future period(s) and so will not be recognized as an 
outflow of resources (expense/expenditure) until then. The District does not have 
any items to report under this category. 

In addition to liabilities, the Statement of Net Position will sometimes report a 
separate section for deferred inflows of resources. This separate financial 
statement element, deferred inflows of resources, represents an acquisition of 
net assets that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time. Unavailable property tax revenue is 
deferred and recognized as an inflow of resources in the period that the amounts 
become available and earned.

7. Long-term Obligations

The District’s long-term obligations consist of outstanding bonds and developer 
advances. These obligations are recorded in the government-wide financial 
statements, at their principal amounts, net of any applicable bond discounts or 
premiums, which are amortized over the life of the related debt using the 
effective interest method.

Bonds payable – represent general obligation bonds issued to finance 
infrastructure and capital improvements. Interest on bonds is recognized as an 
expense when incurred, and principal payments are made in accordance with the 
debt service schedule or as available.

Notes payable - represent funds provided by developers for initial infrastructure 
and operational costs. These advances bear interest at rates specified in 
agreements between the District and developers. Repayment of advances is 
contingent upon the availability of certain future revenues. 

Debt issuance costs, excluding prepaid bond insurance, are expensed as 
incurred in accordance with applicable accounting standards.
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I. Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

8. Fund Balance

The District classifies governmental fund balances as follows:

Nonspendable – includes fund balance amounts that cannot be spent either 
because it is not in spendable form or because of legal or contractual 
requirements.

Restricted – includes fund balance amounts that are constrained for specific 
purposes which are externally imposed by providers, such as creditors or 
amounts constrained due to constitutional provisions or enabling legislation.

Committed – includes fund balance amounts that are constrained for specific 
purposes that are internally imposed by the government through formal action of 
the highest level of decision making authority which is the Board of Directors.  

Assigned – includes spendable fund balance amounts that are intended to be 
used for specific purposes that are neither considered restricted or committed.  
Fund balance may be assigned by the Board of Directors or its management 
designee.

Unassigned – includes residual positive fund balance within the General Fund 
which has not been classified within the other above mentioned categories.  
Unassigned fund balance may also include negative balances for any 
governmental fund if expenditures exceed amounts restricted, committed, or 
assigned for those specific purposes.

The District uses restricted amounts first when both restricted and unrestricted 
fund balance is available unless there are legal documents/contracts that prohibit 
doing this, such as in grant agreements requiring dollar for dollar spending.   
Additionally, the District first uses committed, then assigned, and lastly 
unassigned amounts of unrestricted fund balance when expenditures are made.

The District does not have a formal minimum fund balance policy. However, the 
District’s budget includes a calculation of targeted reserve positions and 
management reports the targeted amounts annually to Board of Directors.

E. Use of Estimates

The preparation of financial statements in conformity with GAAP requires the District’s 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the 
financial statements, and the reported amount of revenues and expenditures or expenses 
during the reporting period.  Actual results could differ from those estimates.
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II. Stewardship, Compliance, and Accountability

A. Budgetary Information

In the fall of each year, the District's Board of Directors formally adopts a budget with 
appropriations by fund for the ensuing year pursuant to the Local Government Budget 
Law of Colorado.  The budgets for the funds are adopted on a basis consistent with 
generally accepted accounting principles (“GAAP”).

As required by Colorado statutes, the District followed the following timetable in 
approving and enacting a budget for 2025:

(1) A public hearing on the proposed budget and capital program was held by the 
Board no later than 45 days prior to the close of the fiscal year.

(2) For the 2025 budget, prior to December 15, 2024, the District computed and 
certified to the County Commissioners a rate of levy that derived the necessary 
property taxes as computed in the proposed budget.

(3) For the 2025 budget, the final budget and appropriating resolution was adopted 
prior to December 31, 2024.

After adoption of the budget resolution, the District may make the following changes: a) it 
may transfer appropriated monies between funds or between spending agencies within a 
fund, as determined by the original appropriation level; b) it may approve supplemental 
appropriations to the extent of revenues in excess of the estimates in the budget; c) it 
may approve emergency appropriations; and d) it may reduce appropriations for which 
originally estimated revenues are insufficient.

Taxes levied in one year are collected in the succeeding year.  Thus, had taxes been 
certified in 2024 they would have been collected in 2025 and taxes certified in 2025 will 
be collected in 2026.  Taxes are due on January 1st in the year of collection; however, 
they may be paid in either one installment (no later than April 30th) or two equal 
installments (not later than February 28th and June 15th) without interest or penalty.  
Taxes which are not paid within the prescribed time bear interest at the rate of one 
percent (1%) per month until paid.  Unpaid amounts and the accrued interest thereon 
become delinquent on June 15th.

The level of control in the budget at which expenditure exceeds appropriations is at the 
fund level. All appropriations lapse at year end.
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II. Stewardship, Compliance, and Accountability (continued)

B. TABOR Amendment

In November 1992, Colorado voters amended Article X of the Colorado Constitution by 
adding Section 20, commonly known as the Taxpayer's Bill of Rights (“TABOR”).  TABOR 
contains revenue, spending, tax and debt limitations that apply to the State of Colorado 
and local governments.  TABOR requires, with certain exceptions, advance voter 
approval for any new tax, tax rate increase, mill levy above that for the prior year, 
extension of any expiring tax, or tax policy change directly causing a net tax revenue gain 
to any local government.  Any revenues earned in excess of the fiscal year spending limit 
must be refunded in the next fiscal year, unless voters approve retention of such excess 
revenue.

Except for refinancing bonded debt at a lower interest rate or adding new employees to 
existing pension plans, TABOR requires advance voter approval for the creation of any 
multiple-fiscal year debt or other financial obligation unless adequate present cash 
reserves are pledged irrevocably and held for payments in all future fiscal years.

TABOR also requires local governments to establish an emergency reserve to be used 
for declared emergencies only.  The reserve is calculated at 3% of fiscal year spending.  
Fiscal year spending excludes bonded debt service and enterprise spending.  The District 
has reserved $5,214, which is the approximate required reserve, at December 31, 2025.

Under TABOR, the initial base for local government spending and revenue limits is 
December 31, 1992 fiscal year spending. Future spending and revenue limits are 
determined based on the prior year’s fiscal year spending adjusted for inflation in the 
prior calendar year plus annual local growth. Fiscal year spending is generally defined as 
expenditures and reserve increases with certain exceptions. Revenue, if any, in excess of 
the fiscal year spending limit must be refunded in the next fiscal year unless voters 
approve retention of such revenue.

On May 6, 2025 the District’s electorate approved the following: 

SHALL WATERFALL METROPOLITAN DISTRICT NO. 1 BE AUTHORIZED TO COLLECT, 
RETAIN, AND SPEND ANY AND ALL AMOUNTS ANNUALLY FROM ANY REVENUE SOURCES 
WHATSOEVER, INCLUDING, BUT NOT LIMITED TO, ALL TAXES, TAX INCREMENT 
REVENUES, TAP FEES, SYSTEM DEVELOPMENT FEES, PUBLIC IMPROVEMENT FEES, 
FACILITY FEES, DEVELOPMENT FEES, IMPACT FEES, RENTAL INCOME, SERVICE 
CHARGES, INSPECTION CHARGES, ADMINISTRATIVE CHARGES, GRANTS, OR ANY OTHER 
FEE, RATE, TOLL, PENALTY, INCOME, OR CHARGE IMPOSED, COLLECTED, RECEIVED, OR 
AUTHORIZED BY LAW TO BE IMPOSED, RECEIVED, OR COLLECTED BY THE DISTRICT, 
DURING 2025 AND EACH YEAR THEREAFTER AND SHALL SUCH REVENUES BE 
COLLECTED, RETAINED, AND SPENT BY THE DISTRICT AS A VOTER-APPROVED REVENUE 
CHANGE WITHOUT REGARD TO ANY SPENDING, REVENUE-RAISING, OR OTHER 
LIMITATION CONTAINED WITHIN ARTICLE X, SECTION 20 OF THE COLORADO 
CONSTITUTION, SECTIONS 29-1-301 OR 29-1-1702, COLORADO REVISED STATUTES IN 
ANY YEAR, OR ANY OTHER LAW WHICH PURPORTS TO LIMIT THE DISTRICT’S REVENUES 
OR EXPENDITURES AS IT CURRENTLY EXISTS OR AS IT MAY BE AMENDED IN THE 
FUTURE, ALL WITHOUT LIMITING IN ANY YEAR THE AMOUNT OF OTHER REVENUES THAT 
MAY BE COLLECTED, RETAINED, AND SPENT BY THE DISTRICT?

The District’s management believes it is in compliance with the financial provisions of 
TABOR. However, TABOR is complex and subject to interpretation. Many of its 
provisions, including the interpretation of how to calculate fiscal year spending limits, will 
require judicial interpretation.
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II. Stewardship, Compliance, and Accountability (continued)

C. Authorized But Unissued Debt

Pursuant to C.R.S. 32-1-1101(2) a District is only authorized to issue bonds for a period 
up to twenty years following the date of the election at which such bonds were authorized 
by the District’s voters. 

On May 6, 2008 and May 6, 2025, the District’s electorate authorized the following:

Purpose May 6, 2008 May 6, 2025 Total

Street Improvements 12,000,000      12,000,000   24,000,000   

Parks & Recreation 12,000,000      12,000,000   24,000,000   

Water 12,000,000      12,000,000   24,000,000   

Sanitation 12,000,000      12,000,000   24,000,000   

Transportation 12,000,000      12,000,000   24,000,000   

Mosquito Control 12,000,000      12,000,000   24,000,000   

Safety Protection 12,000,000      12,000,000   24,000,000   

Television Relay and Translation 12,000,000      12,000,000   24,000,000   

Fire Protection and Emergency Medical -                  12,000,000   12,000,000   

Security 12,000,000      12,000,000   24,000,000   

Operations and Maintenance Debt 1,000,000        12,000,000   13,000,000   

Refunding Debt 24,000,000      24,000,000   48,000,000   

IGA Debt 13,000,000      12,000,000   25,000,000   

Reimbursement Agreements 12,000,000      12,000,000   24,000,000   

Construction Management Agreement 13,000,000      12,000,000   25,000,000   

Mortgage 12,000,000      12,000,000   24,000,000   

183,000,000    204,000,000 387,000,000

Per the Consolidated Service Plan for Waterfall Metropolitan Districts Nos. 1 and 2 
(approved by the City of Loveland Council on April 1, 2008) the maximum amount of debt 
that Waterfall Metropolitan District No. 1 and 2 may incur is $18,000,000; provided, 
however, District No. 1 shall not incur debt in excess of $12,000,000 and District No. 2 
shall not incur debt in excess of $6,000,000. On May 17, 2019, District No. 2 was 
dissolved, and the maximum amount of debt that District No. 1 may incur remains at 
$12,000,000.
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III. Detailed Notes on all Funds

A. Deposits and Investments

The District’s deposits are entirely covered by federal depository insurance (“FDIC”) or by 
collateral held under Colorado’s Public Deposit Protection Act (“PDPA”).  The FDIC 
insures the first $250,000 of the District’s deposits at each financial institution.  Deposit 
balances over $250,000 are collateralized as required by PDPA.  The carrying amount of 
the District’s demand deposits was $59,548 at year end.  

Colorado statutes specify investment instruments meeting defined rating and risk criteria 
in which local governments, and entities such as the District, may invest which include:

 Obligations of the United States and certain U.S. government agency securities
 Certain international agency securities
 General obligation and revenue bonds of U.S. local government entities
 Bankers’ acceptances of certain banks
 Commercial paper
 Written repurchase agreements collateralized by certain authorized securities
 Certain money market mutual funds
 Guaranteed investment contract
 Local government investment pools

Interest Rate Risk. As a means of limiting its exposure to interest rate risk, the District 
diversifies its investments by security type and institution, and limits holdings in any one 
type of investment with any one issuer and type of issuer.  The District coordinates its 
investment maturities to closely match cash flow needs and restricts the maximum 
investment term to less than five years (less in some cases) from the purchase date.  As 
a result of the limited length of maturities the District has limited its interest rate risk.

Credit Risk. District investment policy limits investments to those authorized by State 
statutes. The District’s general investment policy is to apply the prudent-person rule: 
investments are made as a prudent person would be expected to act, with discretion and 
intelligence, to seek reasonable income, preserve capital, and, in general, avoid 
speculative investments.

Concentration of Credit Risk. The District diversifies its investments by security type and 
institution.  Financial institutions holding District funds must provide the District a copy of 
the certificate from the Banking Authority that states that the institution is an eligible 
public depository.  
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III. Detailed Notes on all Funds (continued)

A. Deposits and Investments (continued)

At year end, the District had the following deposits and investments with the following 
maturities:

Standard Term to Maturity

& Poor's Carrying Less than More than

Rating Amounts one year one year

Deposits:

Checking and savings Not rated 59,548         59,548         -              

Investments:

Investment pool AAAm 745,358       745,358       -              

804,906       804,906       -              

At December 31, 2025, the District had the following recurring fair value measurements.

Total

COLOTRUST PLUS+ 745,358         

745,358         

Investments Measured 

at Net Asset Value

Fair Value of Investments. The District measures and records its investments using fair 
value measurement guidelines established by generally accepted accounting principles.  
These guidelines recognize a three-tiered fair value hierarchy, as follows:

 Level 1:  Quoted prices for identical investments in active markets;
 Level 2:  Observable inputs other than quoted market prices; and,
 Level 3:  Unobservable inputs.

Investments classified in Level 1 are valued using prices quoted in active markets for 
those securities.  Investments classified in Level 2 are valued using the following 
approaches:

 U.S. Treasuries, U.S. Agencies, and Commercial Paper: quoted prices for identical 
securities in markets that are not active;

 Repurchase Agreements, Negotiable Certificates of Deposit, and Collateralized Debt 
Obligations: matrix pricing based on the securities’ relationship to benchmark quoted 
prices;

 Money Market, Bond, and Equity Mutual Funds: published fair value per share (unit) 
for each fund.

The Investment Pool represents investments in COLOTRUST.  The net asset value of 
the pool is determined by the pool’s share price.  The District has no regulatory oversight 
for the pool.  At December 31, 2025, the District’s investments in COLOTRUST were 
100% of the District’s investment portfolio.
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III. Detailed Notes on all Funds (continued)

A. Deposits and Investments (continued)

At December 31, 2025, the District had invested $745,358 in the Colorado Local 
Government Liquid Asset Trust (the “Trust”) an investment vehicle established for local
government entities in Colorado to pool surplus funds. The State Securities Commission 
administers and enforces all State statutes governing the Trust. The Trust operates 
similarly to a money market fund and each share is equal in value to $1. The Trust offers 
shares in two portfolios, COLOTRUST PRIME and COLOTRUST PLUS+. COLOTRUST 
PRIME invests only in U.S. Treasury and government agencies. COLOTRUST PLUS+ 
can invest in U.S. Treasury, government agencies, and in the highest-rated commercial 
paper. A designated custodial bank serves as custodian for the Trust’s portfolios 
pursuant to a custodian agreement. The custodian acts as a safekeeping agent for the 
Trust’s investment portfolios and provides services as the depository in connection with 
direct investments and withdrawals. The custodian’s internal records segregate 
investments owned by the Trust. The Trust is rated AAAm by Standard and Poor’s and is 
measured at net asset value. There are no unfunded commitments, the redemption 
frequency is daily and there is no redemption notice period.

The District had the following restricted cash and equivalents as of December 31, 2025:

Series A Bond Fund 3,675

Series A Reserve Fund 357,239

Series B Interest 254

361,168         
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III. Detailed Notes on all Funds (continued)

B. Capital Assets

An analysis of the changes in capital assets for the year ended December 31, 2025, 
follows:

Beginning Ending

Balance Increases Decreases Balance

Capital assets, being depreciated:

Landscaping and signage 428,345 -              -              428,345

Total capital assets 428,345       -              -              428,345       

Less accumulated depreciation for:

Landscaping and signage 251,473 17,432         -              268,905

Total accumulated depreciation 251,473       17,432         -              268,905       

Net Capital Assets 176,872       (17,432)        -              159,440       

Depreciation expense and capital outlay expenditures are classified by function as 
follows:

Capital Depreciation

Outlay Expense

General Government -              17,432         

-              17,432         

C. Long-term Obligations

1. General Obligation Limited Tax Refunding Bonds, Series 2022

On May 5, 2022, the District issued $4,710,000 of Senior General Obligation Limited 
Tax Refunding Bonds, Series 2022A (the “Series 2022A Senior Bonds”) and 
$985,000 of Subordinate General Obligation Limited Tax Refunding Bonds, Series 
2022B (the “Series 2022B Subordinate Bonds”, and together with the Series 2022A 
Senior Bonds, the “Series 2022 Bonds”). The Series 2022A Senior Bonds bear 
interest at 5.250% and mature December 1, 2052; the Series 2022B Subordinate 
Bonds bear interest at 8.250% and mature December 15, 2052. Both series are 
subject to mandatory sinking fund/mandatory redemption and optional redemption 
prior to maturity.

The Series 2022 Bonds were issued to (i) refund, in advance, the District's 
outstanding Limited Tax General Obligation Refunding Bonds, Series 2016A 
($1,710,000 original principal) and Limited Tax General Obligation Bonds, Series 
2018 ($2,211,000 original principal) in full, (ii) refund a portion ($1,338,588) of the 
District's Limited Tax General Obligation Subordinate Promissory Note issued to the 
Developer in 2016 (the “2016 Note”), (iii) fund a Senior Reserve Fund of $357,200 for 
the Series 2022A Senior Bonds, and (iv) pay costs of issuance, including 
underwriter's discount, of approximately $420,920. Total sources of funds, including 
$476,687 of existing reserve and surplus fund balances applied from the refunded 
issues, were approximately $6,171,687.
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III. Detailed Notes on all Funds (continued)

C. Long-term Obligations (continued)

1. General Obligation Limited Tax Refunding Bonds, Series 2022 (continued)

The refunding resulted in the defeasance of the Series 2016A Bonds and the Series 
2018 Bonds, which are no longer reported as outstanding obligations of the District. 
A portion of the 2016 Note, approximately $589,952, remained outstanding and 
subordinate to the Series 2022 Bonds following the partial refunding.

The Series 2022A Senior Bonds are limited tax general obligations of the District, 
payable solely from Senior Pledged Revenue, consisting primarily of ad valorem 
property tax revenue generated by the District's Senior Required Mill Levy (not to 
exceed 45 mills, subject to Gallagher/TABOR adjustment) and specific ownership tax 
revenue, together with amounts on deposit in the Senior Reserve Fund. The Series 
2022B Subordinate Bonds are limited tax general obligations payable solely from 
Subordinate Pledged Revenue and are subordinate in lien priority to the Series 
2022A Senior Bonds; the Series 2022B Subordinate Bonds are not secured by a 
debt service reserve fund, and principal is payable only to the extent Subordinate 
Pledged Revenue is available, structured as “cash flow” bonds with no scheduled 
principal payments prior to maturity.

2. Note Payable – MBL34, LLC

On January 1, 2010, the District entered into an Amended and Restated 
Improvement Acquisition and Reimbursement Agreement, as subsequently amended 
(“2010 Acquisition and Reimbursement Agreement”), with Boyd Lake Village, LLC 
(“BLV”) pursuant to which BLV constructed certain public improvements and 
conveyed the same to the District in exchange for the District’s issuance to BLV of a 
Revenue and Limited Tax Obligation Subordinate Promissory Note dated January 1, 
2010 (“2010 Subordinate Note”). On April 30, 2010, BLV assigned all its rights, title 
and interest in the 2010 Acquisition and Reimbursement Agreement and the 2010 
Subordinate Note to First National Bank, N.A. (“FNB”) and on September 30, 2010 
FNB assigned all its rights, title and interest in the same to MBL 34, LLC (“MBL”). A 
portion of the proceeds from the 2011 Loan was used to pay down principal on the 
2010 Subordinate Note, which note was refunded and a new Revenue and Limited 
Tax Obligation Subordinate Promissory Note dated June 28, 2011, issued to MBL 
(“2011 Subordinate Note”).

With the issuance of the District’s 2016A Bonds, the District refunded the 2011 
Subordinate Note and issued a new Revenue and Limited Tax Obligation 
Subordinate Promissory Note to MBL, dated December 27, 2016 (“2016 Subordinate 
Note”). The interest rate on the 2016 Subordinate Note is at the Prime Rate plus two 
percentage points not to exceed 12%. At December 31, 2025, this rate was 8.75%. 
This note matures on January 1, 2050.
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III. Detailed Notes on all Funds (continued)

C. Long-term Obligations (continued)

3. Changes in Long-term Obligations

The District had the following changes in long-term obligations for the year ended 
December 31, 2025:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year

Bonds payable:

General Obligation Bonds - Series 2022A 4,530,000 -            (35,000)      4,495,000 45,000       

General Obligation Bonds - Series 2022B 985,000 -            -            985,000 -            

Total bonds payable: 5,515,000   -            (35,000)      5,480,000   45,000       

Note payable:

Note Payable - MBL 34, LLC 589,952 -            -            589,952 -            

Total notes payable: 589,952     -            -            589,952     -            

Total 6,104,952   -            (35,000)      6,069,952   45,000       

4. Annual Debt Service Requirements 

Annual debt service requirements to maturity for the Series 2022A Bonds are as follows: 

Principal Interest Total

2026 45,000         235,988       280,988       

2027 45,000         233,625       278,625       

2028 55,000         231,262       286,262       

2029 55,000         228,375       283,375       

2030 65,000         225,488       290,488       

2031 - 2035 425,000       1,069,687    1,494,687    

2036 - 2040 635,000       937,388       1,572,388    

2041 - 2045 905,000       743,662       1,648,662    

2046 - 2050 1,275,000    469,350       1,744,350    

2051 - 2052 990,000       87,937         1,077,937    

Total 4,495,000    4,462,762    8,957,762    

No amortization schedule is provided for the Series 2022B Subordinate Bonds or Note 
Payable as future payments are based on available cash flows. 
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IV. Other Information

A. Risk Management

Colorado Special Districts Property and Liability Pool

The District is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; and general liability. The District is a member 
of the Colorado Special District Property and Liability Pool (“Pool”) for property and 
liability insurance.

The Pool was formed by an intergovernmental agreement to provide public officials, 
property, general and automobile liability coverage for claims up to $1,000,000, except if 
the claim falls within the government immunity statute, then the coverage is $150,000 per 
person and a $600,000 aggregate claim. The Pool is reinsured for 80% of the first 
$250,000 of all claims and 100% for claims in excess of $250,000. The District may be 
required to make additional contributions in the event aggregate losses incurred by the  
Pool exceed amounts recoverable from reinsurance contracts. Any excess funds, which 
the Pool determines are not needed for purposes of the Pool may be returned to the 
members pursuant to a distribution formula. Any settled claims are not expected to 
exceed coverage. A summary of audited statutory basis financial information for the Pool
can be found here: https://www.csdpool.org/financials

B. Commitments and Contingencies

During the normal course of business, the District may incur claims and other assertions 
against it from various agencies and individuals. Management of the District and their 
legal representatives have disclosed that they are not aware of any material outstanding 
claims against the District at December 31, 2025.

C. Related Parties

The members of the Board of Directors are employees of Realberry Real Estate 
Services, LLC, Manager of MBL 34, LLC, owners, or are otherwise associated with the 
developer, MBL 34, LLC, individually, and may have conflicts of interest in dealing with 
the District. The above named developer is the current developer of the property within 
the District and the current holder of the 2016 Subordinate Note dated December 27, 
2016.

V. Restatement of Net Position

The beginning net position has been restated to reflect an interest payment made in 2023 that 
was also included in accrued interest. 

Net Position

As Previously Error Net Position

Reported Correction As Restated

Governmental Activities (5,387,971)  18,291       (5,369,680)  
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Final
Budget

Original Variance
& Final Positive
Budget Actual (Negative)

Revenues:
Property taxes 83,881          83,892          11                 
Specific ownership taxes 5,872            5,245            (627)              
Charges for services 74,846          81,896          7,050            
Interest income -                274               274               

Total Revenues 164,599        171,307        6,708            

Expenditures:
General government:

Insurance 4,400            3,647            753               
Accounting and auditing 33,500          33,470          30                 
Legal 12,000          10,517          1,483            
Management 41,700          41,850          (150)              
Elections 10,000          6,800            3,200            
Director fees 1,500            1,127            373               
Treasurer fees 1,714            1,683            31                 
Administration - Other 4,100            3,083            1,017            
Landscaping 52,346          34,071          18,275          
Utilities 15,450          24,107          (8,657)           
Repairs and maintenance 7,050            10,992          (3,942)           

Public works:
Engineering 5,000            2,470            2,530            
Total Expenditures 188,760        173,817        14,943          

Net Change in Fund Balance (24,161)         (2,510)           21,651          

Fund Balance - Beginning 190,204        200,556        10,352          

Fund Balance - Ending 166,043        198,046        32,003          

Waterfall Metropolitan District No. 1
Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
Governmental Funds - General Fund

For the Year Ended December 31, 2025
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SUPPLEMENTARY INFORMATION



Final
Budget

Variance
Original Final Positive
Budget Budget Actual (Negative)

Revenues:
Property taxes 335,551        335,551        335,595        44                 
Specific ownership taxes 23,489          20,655          20,981          326               
Interest income 12,700          30,000          34,631          4,631            

Total Revenues 371,740        386,206        391,207        5,001            

Expenditures:
General government:

Management 6,711            6,711            6,734            (23)                
Bank and trustee fees 6,500            7,000            7,000            -                

Debt service:
Principal payments 35,000          174,000        35,000          139,000        
Interest payments 323,529        433,702        332,032        101,670        
Total Expenditures 371,740        621,413        380,766        240,647        

Net Change in Fund Balance -                (235,207)       10,441          245,648        

Fund Balance - Beginning 357,200        593,193        593,193        -                

Fund Balance - Ending 357,200        357,986        603,634        245,648        

Waterfall Metropolitan District No. 1
Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
Governmental Funds - Debt Service Fund

For the Year Ended December 31, 2025
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