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Independent Auditors’ Report

Members of the Board of Directors
Cherry Hills Sanitation District
Fort Collins, Colorado

Opinion

We have audited the accompanying financial statements of the business-type activities of Cherry Hills Sanitation
District (the “District”) as of and for the years ended December 31, 2025 and 2024 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 business-type activities of Cherry Hills Sanitation District, as of December 31, 2025 and
2024, and the respective changes in financial position and cash flows thereof for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Cherry Hills Sanitation 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 opinion.

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 Cherry Hills Sanitation 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 opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
o 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 Cherry Hills Sanitation 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 Cherry Hills Sanitation 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 auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.




Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Cherry Hills Sanitation District’s basic financial statements. The supplementary information section is presented for
purposes of additional analysis and is 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 auditing standards generally accepted in the United States of America. In our opinion, the
supplementary information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

r
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Littleton, Colorado
May 15, 2026




MANAGEMENT'S DISCUSSION AND ANALYSIS

The Cherry Hills Sanitation District (the District) offers the readers of the District's financial
statements this narrative overview and analysis of the financial statements for the years ended
December 31, 2025 and 2024. In addition to this overview and analysis based upon currently known
facts, decisions and conditions, the District would encourage readers to consider the information
presented in the District's comparative financial statements and supplementary information which

begin on page one.

Financial Recap

e The net position of the District amounts to $1,505,647 which is an increase of $163,433 from

a year earlier.

e C(Capital investment in equipment was $0 and maintenance charges were $50,955. In the prior

year, the combined total was $27,255 or an increase of $23,700.

e The District has neither any long-term debt nor any property tax levy.
e Expenses, including depreciation, increased to $1,010,095 in 2025 from $976,129 in 2024.

Condensed Financial Information

The District reports its financial information as a special-purpose entity operating a sewer utility

using enterprise fund accounting.

The components of net position are summarized as follows:

Category 2025 2024 2023

Current Assets $ 1,474,605 $1,286,790] $ 1,140,643

Net Capital Assets 86,139 104,485 121,887

Total Liabilities 55282 49,246 42,802
Net Position:

Investment in Capital Assets 86,139 104,485 121,887

Unrestricted 1,419,508 1,237.729 1,098.026

Total $ 1,505,647 $1342214] $1,219913

e Total assets increased by $169,469, total liabilities increased by $6,036, and net position

increased by $163,433.

v




Discussion of Statements of Revenues, Expenses and Changes in Net Position

Category 2025 2024 2023

Total Operating Revenue $ 1,157874 | $ 1,079,995 1,007,795
Total Operating Expenses 1,010,095 976,129 888,339
Income from Operations 147,779 103,866 119,456
Non-Operating Income 14,154 15,435 9,990
Tap Fees 1,500 3,000 -

Increase in Net Position 163,433 122,301 129,446
Net Position - January 1 1,342,214 1,219.913 1,090,467
Net Position - December 31 $ 1,505,647 | $ 1,342.214 1,219,213

e Operating revenues grew by $79,379 and operating expenses increased by $33,966. Revenue
increased due to scheduled increases in quarterly tap service.

e One sewer tap was sold in 2025 and two sewer taps were sold in 2024.

e Net cash flows for the year increased by $205,488 from the prior year, there was no tap fee
revenue, operating activities increased by $91,665, and investing activities increased by
$1,325.

Overview of Financial Statements

This discussion and analysis are intended to serve as an introduction to the District's basic financial
statements. The District operates as a special district under the laws of the State of Colorado.
Accordingly, the financial statements are prepared to account for operations similar to a business-
type enterprise. The basic financial statements include statements of net position, revenues, expenses,
and changes in net position, and cash flows shown on a comparative basis with the prior year. The
notes to the financial statements are considered to be an integral part of the basic financial statements
since they provide additional information needed to gain a full understanding of the data provided.
The accrual method is used which reports revenues when earned and expenses when incurred.

A budget or a plan for spending is adopted which comprises not only operating transactions except
for depreciation but also provides for capital outlays. Supplemental reports are included to provide
budgetary comparisons with actual operations.

Overall Financial Position and Results of Operations

Residential construction within the District's boundaries has remained consistent during the past two
years. The District's active taps total 1,679. During 2025, one tap was sold and no standby taps were
activated.

Active tap revenues increased $80,453 in 2025 due to a scheduled increase in quarterly tap service.
The largest component of expense comprising 51% of budgeted 2025 expenditures is the amount
charged by the City of Fort Collins as processing charges.

Budgetary Commentary
Expenditures for 2025 came in under budget by $11,801.
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Cherry Hills Sanitation District
Statements of Net Position
December 31, 2025 and 2024

Assets

Current Assets
Cash and cash equivalents
Certificates of deposit
Accrued interest receivable
Accounts receivable, net
Prepaid expenses

Total Current Assets

Non-Current Assets
Capital assets
Sanitation system
Machinery and equipment

Less accumulated depreciation
Capital assets, net

Other assets
Deposit on utilities

Total Assets

2025 2024

$ 1,281,974  § 1,076,486
159,456 159,456

32 32

33,143 41,401

- 9,415

1,474,605 1,286,790
1,993,276 1,993,276
161,857 161,857
(2,068,994) (2,050,648)
86,139 104,485

185 185

$ 1,560,929  § 1,391,460

The accompanying notes are an integral part of these financial statements.
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Cherry Hills Sanitation District
Statements of Net Position (continued)
December 31, 2025 and 2024

2025 2024
Liabilities and Net Position
Liabilities
Current liabilities
Trade accounts payable $ 43,788 $ 38,216
Accrued liabilities 11,494 11,030
Total Current Liabilities 55,282 49,246
Total Liabilities 55,282 49,246
Net Position
Investment in capital assets 86,139 104,485
Unrestricted 1,419,508 1,237,729
Total Net Position 1,505,647 1,342,214
Total Liabilities and Net Position $ 1,560,929 $ 1,391,460

The accompanying notes are an integral part of these financial statements.
2



Cherry Hills Sanitation District

Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ended December 31, 2025 and 2024

Operating Revenues
Sewer charges and other services:
Active tap charges
Readiness-to-serve charges
Penalties

Reimbursements (net of expenses)
Total operating revenues

Operating Expenses
Sanitation administration
Sewage collection and disposal
Depreciation expense

Total operating expenses
Operating Income
Nonoperating Revenues
Interest
Total Nonoperating Revenues
Income Before Tap Fees
Tap fees
Tap fees
Total tap fees
Change in Net Position
Net Position—Beginning of Year
Net Position—End of Year

The accompanying notes are an integral part of these financial statements.
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2025 2024
$ 1,152,954 $ 1,074,001
1,440 1,314
3,480 4,240
_ 440
1,157,874 1,079,995
97,452 139,809
894,297 818,918
18,346 17,402
1,010,095 976,129
147,779 103,866
14,154 15,435
14,154 15,435
161,933 119,301
1,500 3,000
1,500 3,000
163,433 122,301
1,342,214 1,219.913
$ 1505647 $ 1342214




Cherry Hills Sanitation District
Statements of Cash Flows
For the Year Ended December 31, 2025 and 2024

2025 2024
Cash Flows from Operating Activities:
Cash received from customers $ 1,170,632 $ 1,061,367
Cash paid to suppliers for goods and services (731,952) (730,214)
Cash paid to employees for services (247,346) (231,484)
Net Cash From Operating Activities 191,334 99,669
Cash Flows from Capital and Related Financing Activities:
Tap fees 1,500 3,000
Net Cash From Capital and Related
Financing Activities 1,500 3,000
Cash Flows from Investing Activities:
Net investment income 14,154 12,829
Net Cash from Investing Activities 14,154 12,829
Net Change in Cash and
Cash Equivalents 205,488 115,498
Cash and Cash Equivalents—Beginning of Year 1,076,486 960,988
Cash and Cash Equivalents—End of Year $ 1281974 $ 1.076.486

Reconciliation of Net Operating Income to
Net Cash From Operating Activities:
Net operating income $ 149,279 $ 103,866
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation 18,346 17,402
Changes in assets and liabilities:
Receivables 8,258 (18,628)
Prepaid expenses 9,415 (9,415)
Accounts payable 5,572 5,030
Accrued liabilities 464 1,414
Total Adjustments 42,055 (4,197)
Net Cash From Operating Activities $ 191.334 $ 99.669

The accompanying notes are an integral part of these financial statements.
4



Cherry Hills Sanitation District
Notes to Financial Statements
December 31, 2025 and 2024

1. Definition of Reporting Entity
The Cherry Hills Sanitation District (the District) was created as a quasi-municipal
corporation and political subdivision of the State of Colorado and is governed pursuant to
provisions of the Colorado Special District Act. The District's service area is located in Larimer
County, Colorado. The District was established to provide sewer service to property within its
service area. The District is governed by an elected Board of Directors.

2. Summary of Significant Accounting Policies

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

In conformity with GASB financial reporting standards, the District is the reporting entity
for financial reporting purposes. The District is the primary government financially
accountable for all activities of the District. The District meets the criteria of a primary
government: its Board of Directors is the publicly elected governing body; it is a legally
separate entity; and it is fiscally independent. The District is not included in any other
governmental reporting entity.

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

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

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

Based on the above criteria, there are no other organizations that would be considered
component units of the District. The District meets the criteria of an "other standalone
government."



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

2. Summary of Significant Accounting Policies (continued)

Basic Financial Statements
The District is a special-purpose government engaged only in business-type activities. As
such, enterprise fund financial statements are presented.

Basis of Accounting

Proprietary funds, which include enterprise funds, are accounted for on a flow of economic
resources measurement focus using the accrual basis of accounting. Therefore, all assets,
deferred outflows of resources, liabilities, and deferred inflows of resources associated with
the operation of this fund are included on the statements of net position. Revenues and
expenses are recorded in the accounting period in which they are earned or incurred, and they
become measurable. Net position is segregated into net investment in capital assets, restricted
for operations and maintenance and loan proceeds, and unrestricted. Proprietary fund-type
operating statements present increases (e.g., revenues) and decreases (e.g., expenses) in net
position. Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful for sound
financial administration.

Budgets and Budgetary Accounting

An annual budget and appropriation resolution is adopted by the Board of Directors (the
"Board") in accordance with state statutes. The budget is prepared on a basis consistent with
GAAP except that capital asset additions and principal payments are budgeted as
expenditures, debt proceeds are budgeted as revenues, and depreciation is not budgeted.

The budget process timeline is as follows:

1) On or about October 15, the District staff submits to the Board a proposed operating
budget for the fiscal year commencing the following January 1. The operating budget
includes proposed expenditures and the means of financing them.

2) Public hearings are conducted at regular Board meetings to obtain taxpayer comments.

3) Prior to December 15, the budget is legally adopted by the Board if levying property taxes,
or December 31 if not levying property taxes.

4) Unused appropriations lapse at the end of each year.

The following is a summary of the original budget, total revisions, and revised budget for
fiscal year 2025:

Original Budget  Total Revisions Revised Budget
Total expenses $ 1,003,550 § - 8 1,003,550




Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

2. Summary of Significant Accounting Policies (continued)

Cash and Cash Equivalents

The District considers all highly liquid investments with original maturities of three months
or less which are available for operating expenditures to be cash equivalents.

Allowance for Doubtful Accounts

User fees established by the District’s governing board constitute a perpetual lien against the
property served until paid and may be foreclosed in accordance with Colorado law; therefore,
the receivables are considered fully collectible and no allowance for doubtful accounts has been
recorded.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid expenses in the financial statements.

Capital Assets

Capital assets are defined by the District as assets with an initial, individual cost of more
than $1,000 and an estimated useful life in excess of one year. Such assets are valued at
historical cost. Donated capital assets are valued at their estimated fair value on the date
donated. The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend the asset's life are expensed.

Depreciation of capital assets is charged as an expense against operations. Depreciation has
been provided over the estimated useful lives using the straight-line method. The estimated
useful lives are as follows:

Utility plant 7 to 33 years

Office equipment 3 to 7 years

Machinery & equipment 5 to 8 years
Net Position

Net position is classified in the following categories:

Net Investment in Capital Assets - This category groups all capital assets into one
component of net position. Accumulated depreciation of these assets and related debt
balances reduces this category.

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



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

2. Summary of Significant Accounting Policies (continued)

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

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

Operating Revenue Tap Charges
Charges for tap service consist primarily of quarterly charges for services provided to
residential and commercial customers within the District's boundaries.

Management Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Leases

The District adopted GASB Statement No. 87, Leases, effective January 1, 2022. As of
December 31, 2025, the District holds two lease agreements. Both leases qualify for the short-
term lease exemption under GASB 87. One lease has a noncancelable term of 12 months or less
and is cancellable by either party at any time. The other lease, which commenced during 2024,
can be canceled by either party with no more than 12 months’ notice and therefore also qualifies
for the short-term lease exemption. As such, neither lease is recognized on the statement of net
position under GASB 87.



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

3. Cash and Cash Equivalents and Investments

Custodial Credit Risk - Deposits

Colorado state statutes govern the entity's deposits of cash. For deposits in excess of federally
insured limits, C.R.S. requires the depository institution to maintain collateral on deposit with
an official custodian (as authorized by the State Banking Board). The Colorado Public Deposit
Protection Act ("PDPA") requires state regulators to certify eligible depositories for public
deposit. PDPA requires the eligible depositories with public deposits in excess of the federal
insurance levels to create a single institutional collateral pool of obligations of the State of
Colorado or local Colorado governments and obligations secured by first lien mortgages on real
property located in the State. The pool is to be maintained by another institution or held in trust
for all uninsured public deposits as a group. The market value of the assets in the pool must be
at least 102% of the uninsured deposits. At December 31, 2025 and 2024, the District had
deposits with a financial institution with carrying amounts of $1,281,974 and $1,076,486
respectively. The bank balances with the financial institution were $1,315,799 and $1,082,399,
respectively. Of these amounts, $397,685 and $456,296 were covered by federal depository
insurance. The remaining balances of $918,114 and $626,103 respectively, were collateralized
with securities held by the financial institutions' agents but not in the District's name.

Cash and cash equivalents held by the District at December 31, 2025 and 2024 were as follows:
2025 2024
Cash on deposit with financial institution  $ 1,281.974 § 1,076,486

Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria that
local governments may invest in, which include:

e Certificates of deposit with an original maturity in excess of three months,

e obligations of the United States and certain U.S. government agency securities,

e certain international agency securities, general obligation and revenue bonds of U.S. local
government entities,

e bankers' acceptances of certain banks,

e commercial paper,

e written repurchase agreements collateralized by certain authorized securities,
e certain money market funds,

e guaranteed investment contracts, and

¢ Jlocal government investment pools.



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

3. Cash and Cash Equivalents and Investments (continued)

District policy is to match maturity of investments with cash flow requirements. Unless
matched to a specific cash flow, the District will not directly invest in securities maturing
more than three (3) years from the date of purchase or in accordance with state and local
statutes and ordinances.

The District’s investments consisted of certificates of deposit. No new investments were
established in 2025, and no existing investments were liquidated. Total investments had the

following balances at December 31:

2025 2024

Certificates of Deposit § 159,456 $  159.456

Custodial Credit Risk - Investments

Custodial credit risk of investments is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. As of December 31, 2025 and 2024,
none of the District's investments were exposed to custodial credit risk.

Interest Rate Risk

The District's written investment policy limits investment maturities to five years or less from
the date of purchase as a means of managing its exposure to fair value losses arising from
increasing interest rates.

4. Capital Assets

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

Balance Transfers/ Transfers/ Balance
December 31, 2024 Additions Retirements December 31, 2025
Capital assets, net

Utility plant $ 1,993,276 $ - 8 - $ 1,993,276

Office equipment 7,471 - - 7,471

Machinery and equipment 154,386 - - 154,386
Total capital assets 2,155,133 - - 2,155,133
Less accumulated depreciation: (2,050,648)  (18,346) - (2,068,994)
Total capital assets, net $ 104,485 $ (18,346) $ - $ 86,139

10



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

4. Capital Assets (continued)

An analysis of the changes in net capital asset for the year ended December 31, 2024 follows:

Balance Transfers/ Transfers/ Balance
December 31, 2023 Additions Retirements December 31, 2024
Capital assets, net

Utility plant $ 1,993,276 $ - 8 - 8 1,993,276

Office equipment 7,471 - - 7,471

Machinery and equipment 154,386 - - 154,386
Total capital assets 2,155,133 - - 2,155,133
Less accumulated depreciation: (2,033,246) (17,402) - (2,050,648)
Total capital assets, net $ 121,887 $ (17,402) $ - $ 104,485

Depreciation expense for the years ended December 31, 2025 and 2024 was $18,346 and
$17,402 respectively.

5. Compensated Absences

In accordance with GASB Statement No. 101, Compensated Absences, the District began
recognizing a liability for compensated absences in 2024. Under this standard, compensated
absences are accrued as the benefits are earned by employees, rather than when they are paid or
become due.

As a result of implementing this Statement, the District recorded total liabilities of $5,308 and
$4,313 for December 31, 2025 and December 31, 2024, respectively. These amounts are reported
as part of accrued liabilities. The liabilities relate to one employee, whose contract specifies an
annual cap on PTO hours that may be rolled over, with any accrued PTO hours over that cap at
year end to be paid out by the District. Due to these contract terms, all compensated absences
liabilities are considered current.

6. Risk Management

The District is exposed to various risks of loss related to torts, thefts of, damage to, or destruction
of assets, errors and omissions, or natural disasters. The District maintains commercial insurance
coverage to mitigate these risks of loss. Settled claims have not exceeded this commercial
insurance coverage in any of the past three years.

11



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

7. TABOR

In November 1992, Colorado voters passed an amendment (the "Amendment" or "TABOR") to
the State Constitution (Article X, Section 20) which limits the revenue raising and spending
abilities of state and local governments. The limits on property taxes, revenue, and "fiscal year
spending" include allowable annual increases tied to inflation and local growth in construction
valuation. Fiscal year spending, as defined by the Amendment, excludes spending from certain
revenue and financing sources such as federal funds, gifts, property sales, fund transfers, damage
awards, and fund reserves (balances). The Amendment requires voter approval for any increase in
mill levy or tax rates, new taxes, or creation of multi-year debt. Revenue earned in excess of the
"spending limit" must be refunded or approved to be retained by the entity under specified voting
requirements by the entire electorate.

Enterprises, defined as government-owned businesses authorized to issue revenue bonds and
receiving less than 10% of annual revenue in grants from all state and local governments
combined, are excluded from the provisions of TABOR. The District's management believes they
are exempt from the provisions of the bill.

On May 7, 1996, the District’s voters passed a ballot issue allowing the District to retain
excess revenues over Article X, Section 20 limits. Further, the amendment requires the
creation of emergency reserves to use for declared emergencies only. As of the May 7, 1996
election, the District had no retained excess revenues. Therefore, the District has no reserves
to separately segregate as emergency reserves.

The District's management believes it is in compliance with the provisions of TABOR. However,
TABOR is complex and subject to interpretation. Many of the provisions, including the
interpretation of how to calculate fiscal year spending limits and qualification as an enterprise,
will require judicial interpretation.

8. Related Party Transactions

The District leases property for office and storage space from Wallen Construction, which is
partially owned by the District Manager. The lease provides that the District pays a monthly base
rent totaling $1,200 as renewed in November 2020. The lease was informally renewed with a
base rent of $1,300 in November 2024, and this is the rate currently in effect. Total rent expense
under this operating lease was $15,600 for the year ended December 31, 2025. (See Note 2 for
accounting policies pertaining to leases.)

12



Cherry Hills Sanitation District
Notes to Financial Statements (continued)
December 31, 2025 and 2024

8. Related Party Transactions (continued)

The District leases property and pays for monthly management services from CD Fasteners,
which is owned by Jeri Vessey, who was the recording secretary for the District in 2025. The
contract provides that the District pays monthly rent totaling $2,700 for leased space and
monthly fees of $2,300 for management services. The contract was renewed in September 2024
and is effective through August 1, 2025, but may be terminated for any reason by either party on
one year’s notice or may be terminated on 30 days’ notice if the service agreement is terminated.
Total expense paid under this contract in 2025 was $60,000, and additional miscellaneous
expenditures of $405 were paid to CD Fasteners during the year. Management believes the terms
and conditions of the related party transaction are comparable to those that would have been
obtained in a transaction with an unrelated third party.

9. Subsequent Events

The District has evaluated subsequent events through May 15, 2026, the date that the
financial statements were available to be issued.

13



Supplementary Information



Schedule 1

Cherry Hills Sanitation District
Schedules of Operating Expenses
For the Years Ended December 31, 2025 and 2024

2025 2024
Sanitation and Administration:
Contract labor $ 27,600 $ 74,437
Total Salaries and fees 27,600 74,437
Other Expenses
Office expense 17,972 19,831
Meeting expense 9,462 8,135
Legal and accounting 32,477 23,001
Insurance 9,941 14,405
Total Other Expenses 69,852 65,372
Total Sanitation Administration 97,452 139,809
Sewage Collection and Disposal:
Sewer lift stations 12,794 11,003
Wages, taxes, and benefits 260,720 248,620
Supplies and expenses:
Auto 9,397 9,501
Processing 500,774 480,393
Maintenance and engineering 52,612 30,211
Equipment lease 48,000 26,400
Contingency Provisions 10,000 12,790
Total Collection and Disposal 894,297 818,918
Depreciation 18,346 17,402
Total Operating Expenses § 1,010,095 § 976,129
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Cherry Hills Sanitation District

Schedule of Revenues, Expenses and Changes in Net Position
Budget and Actual (Non-GAAP Budgetary Basis)
For the Years Ended December 31, 2025 and 2024

Revenues
Active tap charges
Readiness-to-serve charges
Penalties
Interest
Reimbursements
Total revenues

Expenditures
Wastewater collection & transmission
Wastewater lift stations
Construction/equipment
Processing charges
Maintenance/engineering
Staffing costs:
Auto
Wages and taxes
Health Benefits
Property lease
Administration:
Contract labor
Meeting Expenses
Supplies & expenses
Professional fees
Insurance
Contingency provision

Total expenditures

Excess of revenue over expenditures

Reconciliation to GAAP-Basis Financial Statements

Depreciation

Tap fees

2025 2025 2024 2024
Original and Variance with  Original and Variance with
Final Final Budget Final Final Budget
Budgeted 2025 Positive Budgeted 2024 Positive
Amounts Actual (Negative) Amounts Actual (Negative)
$ 1,152,891 $1,152954 § 63 $ 1,079,000 $ 1,074,001 $ (4,999)
1,400 1,440 40 1,400 1,314 (86)
4,300 3,480 (820) 5,600 4,240 (1,360)
10,000 14,154 4,154 5,200 15,435 10,235
3,029 - (3,029) 120 440 320
1,171,620 1,172,028 408 1,091,320 1,095,430 4,110
13,000 12,794 206 14,000 11,003 2,997
10,000 - 10,000 10,000 - 10,000
507,000 500,774 6,226 470,000 480,393 (10,393)
40,000 52,612 (12,612) 30,000 30,211 (211)
12,000 9,397 2,603 15,000 9,501 5,499
251,200 247,810 3,390 251,100 248,620 2,480
19,000 12,910 6,090
48,000 48,000 - 15,600 26,400 (10,800)
27,600 27,600 - 74,437 74,437 -
6,000 9,462 (3,462) 27,563 8,135 19,428
21,950 17,972 3,978 18,900 19,831 931)
22,050 32,477 (10,427) 16,800 23,001 (6,201)
15,750 9,941 5,809 14,805 14,405 400
10,000 10,000 - 10,000 12,790 (2,790)
1,003,550 991,749 11,801 968,205 958,727 9,478
168,070 180,279 12,209 60,700 136,703 87,796
(18,346) (17,402)
- 3,000
$ 122,301

Change in Net Position—End of Year (GAAP-Basis) $_ 161,933
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