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INDEPENDENT AUDITOR’S REPORT 

 

To the Board of Directors  
Spring Canyon Water and Sanitation District 
Larimer County, Colorado 
 

Opinions 

We have audited the accompanying financial statements of Spring Canyon Water and Sanitation 
District (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 District as of December 31, 2025, and the respective changes in 
financial position and, where applicable, cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America (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 

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

In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the District's 
ability to continue as a going concern for twelve months beyond the financial statement date, including 
any currently known information that may raise substantial doubt shortly thereafter. 
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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 GAAS will 
always detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we 

 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 

Management has omitted 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 opinions on the basic financial statements are not affected by this missing 
information. 
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Supplemental Information 

Our audits were conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District's basic financial statements. The supplemental information as 
identified in the table of contents is presented for purposes of additional analysis and legal compliance 
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 supplemental information is fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 

 

 

 

Arvada, Colorado  
March 24, 2026 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BASIC FINANCIAL STATEMENTS



ASSETS
Current assets

Cash and investments 4,664,443$   
Cash and investments - restricted 321,997  
Accounts receivable - service fees 125,285  
Receivable from county treasurer 422  
Prepaid expenses 40,287  
Other receivables 1,331  
Property taxes receivable 81,828  

 Total current assets 5,235,593  

Capital assets
Capital assets not being depreciated 372,267  
Capital assets being depreciated, net 4,860,022  

Total capital assets, net 5,232,289  

Total assets 10,467,882  

LIABILITIES
Current liabilities

Accounts payable 19,517  
Accrued interest payable 2,595  
Customer deposit 10,841  
Current portion of long-term debt 146,048  
Accrued salaries and benefits 16,155  

Total current liabilities 195,156  

Long-term obligations
Loan payable 1,411,804  
Accrued compensated absences 20,383  

Total long-term obligations 1,432,187  

Total liabilities 1,627,343  

DEFERRED INFLOWS OF RESOURCES
Property tax revenue 81,828  

Total deferred inflows of resources 81,828  

NET POSITION
Net investment in capital assets 3,674,437  
Restricted

Emergency reserve 35,000  
Debt reserve requirement 287,702  

Unrestricted 4,761,572  
Total net position 8,758,711$   

Spring Canyon Water and Sanitation District

STATEMENT OF NET POSITION

DECEMBER 31, 2025

The accompanying Notes to Financial Statements are an integral part of these statements.
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OPERATING REVENUES
Water and sewer services 1,046,575$  
Late fees and penalties 15,345 
Miscellaneous income 18,843 

Total operating revenues 1,080,763 

OPERATING EXPENSES
General and administrative 544,981 
System operations 427,626 
Depreciation 181,592 

Total operating expenses 1,154,199 

OPERATING INCOME (LOSS) (73,436)  

NONOPERATING REVENUES 
Property taxes 82,188 
Specific ownership taxes 5,181  
System improvement charges 449,439 
Interest income 206,049 
Tap fees 66,725 
Gain on asset sale 1,300  

Total nonoperating revenues 810,882 

NONOPERATING EXPENSES
Loan interest (32,963)  
County treasurer fees (1,721)  

Total nonoperating expenses (34,684)  

CHANGE IN NET POSITION 702,762 

NET POSITION - BEGINNING OF YEAR 8,055,949 

NET POSITION - END OF YEAR 8,758,711$  

Spring Canyon Water and Sanitation District

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

FOR THE YEAR ENDED DECEMBER 31, 2025

The accompanying Notes to Financial Statements are an integral part of these statements.
2



CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 1,082,995$     
Payments to suppliers for goods and services (665,274)  
Payments to employees for services (317,305)  

Net cash provided by operating activities 100,416  

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Net property and specific ownership taxes 85,648  

Net cash provided by noncapital financing activities 85,648  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
Acquisition of capital assets (327,852)  
Proceeds from capital asset sale 1,300  
Tap fees 66,725  
System improvement charges 449,439  
Debt principal payments (143,170)  
Interest paid on debt (33,309)  

Net cash provided by capital and related
financing activities 13,133  

CASH FLOWS FROM INVESTING ACTIVITIES 
Interest earnings received 206,049  

Net cash provided by investing activities 206,049  

NET INCREASE IN CASH AND CASH EQUIVALENTS 405,246  

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 4,581,194  

CASH AND CASH EQUIVALENTS - END OF YEAR 4,986,440$     

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Operating income(loss) (73,436)$   
Adjustments to reconcile operating income to  

net cash (used) by operating activities 
Depreciation 181,592  
Change in assets and liabilities 

(Increase) decrease in: 
Accounts receivable (8,609)  
Prepaid expense  (13,588)  

Increase (decrease) in: 
Accounts payable for operating activities (8,213)  
Accrued salaries and benefits 11,829  
Customer deposits 10,841  

Total adjustments 173,852  

Net cash provided by operating activities 100,416$   

Spring Canyon Water and Sanitation District

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2025

The accompanying Notes to Financial Statements are an integral part of these statements.
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Spring Canyon Water and Sanitation District 

NOTES TO FINANCIAL STATEMENTS 

December 31, 2025 
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Note 1 – Definition of reporting entity 

Spring Canyon Water and Sanitation District (the District), a quasi-municipal corporation and 
political sub-division of the State of Colorado (the State), is governed pursuant to the provisions 
of the Colorado Special District Act (Title 32, Article 1, Colorado Revised Statutes). The District 
is governed by a five-member Board of Directors pursuant to the provision of the Colorado 
Special District Act. The District's service area is located in Larimer County, Colorado.  

The District’s primary function is to provide water and sanitation services for the benefit of the 
residents of the District.  

The District is financially accountable for organizations within the legal entity of the District, 
provided that they satisfy the criterion for reporting entities per the guidance of the 
Governmental Accounting Standards Board (GASB) accounting pronouncements. The definition 
of the reporting entity is based primarily on financial accountability. Financial accountability 
includes but is not limited to: appointment of a voting majority of the organization’s governing 
body, ability to impose its will on the organization and a potential for the organization to provide 
specific financial benefits or burdens and fiscal dependency. 

The District is not financially accountable for any other organization, nor is the District a 
component unit of any other primary governmental entity. 

Note 2 – Summary of significant accounting policies 

The more significant accounting policies of the District are described as follows: 

The accounting policies of the District conform to generally accepted accounting principles 
(GAAP) applicable to governmental units defined as proprietary enterprise funds. The enterprise 
fund is used because the District's powers operate in a manner similar to a private utility system 
where net income and capital maintenance are appropriate determinations of accountability. 

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. 

Basis of accounting 

The District's financial statements are reported using the accrual basis of accounting. Revenue 
is recognized when earned and expenses are recognized when a liability is incurred, regardless 
of the timing of related cash flows. Depreciation is computed and recorded as an operating 
expense. Expenditures for capital assets are shown as increases in assets and payments on 
long-term obligations are recorded as reductions in liabilities. Tap fees are recorded as capital 
contributions when received or collectible. 



Spring Canyon Water and Sanitation District 

NOTES TO FINANCIAL STATEMENTS 
(continued) 

December 31, 2025 

5 

Operating revenues and expenses 

The District distinguishes between operating revenues and expenses from nonoperating items 
in the Statement of Revenues, Expenses and Changes in Net Position. Operating revenues and 
expenses generally result from providing services and producing and delivering goods in 
connection with the District's purpose of providing water and sanitation services to its 
customers. Operating revenues consist of charges to customers for services provided. 
Operating expenses include the cost of service, administrative expenses, and depreciation of 
capital assets. All revenues and expenses not meeting this definition are reported as 
nonoperating revenues and expenses or capital contributions. 

Budgets 

In accordance with the State Budget Law, the District's Board of Directors (the Board) holds 
public hearings in the fall each year to approve the budget and appropriate the funds for the 
ensuing year. The appropriation is at the total fund expenditures level and lapses at year-end. 
The District's Board can modify the budget by line item within the total appropriation without 
notification. The total appropriation can only be modified upon completion of notification and 
publication requirements. 

Cash equivalents 

For the purposes of the Statement of Cash Flows, the District considers cash deposits and 
highly liquid investments with original maturities of three months or less from the date of 
acquisition to be cash equivalents. 

Accounts receivable, allowance for doubtful accounts 

User fees and tap fees constitute a perpetual lien on or against property served until paid. Such 
liens may be foreclosed upon as provided by the State of Colorado. Therefore, no provision for 
uncollectible receivables has been made in the financial statements.  

Property taxes 

Property taxes are levied by the Board based on assessed valuations determined by the County 
Assessor generally as of January 1 of each year. The levy is normally set by December 15 by 
certification to the County Commissioners to put the tax lien on the individual properties as of 
January 1 of the following year. The County Treasurer collects the determined taxes during the 
ensuing calendar year. The taxes are payable by April or in equal installments, at the taxpayer’s 
election, in February and June. Delinquent taxpayers are notified in August and generally sales 
of the tax liens on delinquent properties are held in November or December. The County 
Treasurer remits the taxes collected monthly to the District. 

Property taxes, net of estimated uncollectible taxes, are recorded initially as deferred inflows of 
resources in the year they are levied and measurable. The property tax revenues are recorded 
as revenue in the year they are available or collected.  



Spring Canyon Water and Sanitation District 
 

NOTES TO FINANCIAL STATEMENTS 
(continued) 

 
December 31, 2025  
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Capital assets 
 
Capital assets include land, water rights, water and sanitation plants and systems, equipment 
and vehicles. Capital assets are defined by the District as those assets with an initial, individual 
cost of $5,000 or greater. Assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at estimated fair market value at 
the date of donation. 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend the life of the asset are not capitalized. Improvements are capitalized and 
depreciated over the remaining useful lives of the related fixed assets, as applicable. Interest 
incurred during the construction phase of capital assets is not included as part of the capitalized 
value of the assets constructed. 
 
Depreciation expense has been computed using the straight-line method over the following 
estimated economic useful lives: 

 
Building and improvements  35 years 
Water distribution system  5-50 years 
Wastewater collection system  15-50 years 
Equipment and software  3-7 years 

 
Compensated absences 
 
District employees earn a general leave benefit at the rate of 30 to 42 days per year based on 
length of service which is to be used for vacations, medical leave and holidays. Employees are 
generally allowed to accrue and carryover 20 days of vacation and 20 days of sick leave each 
year. Compensated absences are recognized as current salary expense when earned. 
 
Contributed capital 
 
Tap fees are generally recorded as capital contribution revenue when received. Lines contributed 
to the District by developers are recorded as capital contributions and additions to the systems at 
the developer’s cost which approximates estimated fair market value at the date of donation. 
 
Use of estimates 

 
The preparation of financial statements in conformity with GAAP requires that District 
management make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenditures during the reporting period. Actual 
results could differ from those estimates. 
 
 
 



Spring Canyon Water and Sanitation District 

NOTES TO FINANCIAL STATEMENTS 
(continued) 

December 31, 2025 

7 

Deferred inflows of resources 

In addition to liabilities, the statement of financial position will sometimes report a separate 
section for deferred inflows of resources. This separate financial statement classification 
represents an acquisition of net position that applies to a future period(s) and therefore will not 
be recognized as an inflow of resources (revenue) until then. The District has one item that 
qualifies for reporting in this category. Accordingly, deferred property tax revenue is deferred 
and recognized as an inflow of resources in the period that the amounts become available.   

Note 3 – Cash and investments 

Cash and investments are reflected on the Statement of Net Position at December 31, 2025 as 
follows: 

Cash and investments $    4,664,443 
Cash and investments - restricted 321,997 

Total cash and investments $    4,986,440 

Cash and investments as of December 31, 2025 consist of the following: 

Cash on hand $  115 
Deposits with financial institutions  5,344 
Investments  4,980,981 

 Total cash and investments $    4,986,440 

At December 31, 2025, the District’s cash deposits had bank balances of $82,560 and a 
carrying balance of $5,344 

Deposits with financial institutions 

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government 
deposit cash in eligible public depositories. Eligibility is determined by state regulators. Amounts 
on deposit in excess of federal insurance levels must be collateralized. As of December 31, 
2025, the federal insurance limit was $250,000. The eligible collateral is determined by the 
PDPA. PDPA allows the institution to create a single collateral pool for all public funds. The pool 
for all the uninsured public deposits as a group is to be maintained by another institution or held 
in trust. The market value of the collateral must be at least equal to 102% of the aggregate 
uninsured deposits. The State Commissioners for banks and financial services are required by 
statute to monitor the naming of eligible depositories and reporting of the uninsured deposits 
and assets maintained in the collateral pools. 



Spring Canyon Water and Sanitation District 

NOTES TO FINANCIAL STATEMENTS 
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December 31, 2025 
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Custodial credit risk - deposits 

Custodial credit risk is the risk that in the event of a bank failure, deposits may not be returned 
to the District. The District follows state statute regarding custodial credit risk for deposits. As of 
December 31, 2025, none of the District’s bank balances were exposed to custodial credit risk, 
as amounts were either insured or collateralized. The District carried no bank balances in 
excess of federally insured amounts at December 31, 2025.  

Investments 

The District has not adopted a formal investment policy; however the District follows the State 
statutes regarding investments. The District generally limits its investments to certain U.S. 
government agency securities, money market funds and local government investments pools, 
which are believed to have minimal credit risk, minimal interest rate risk and no foreign currency 
risk. Additionally, the District is not subject to concentration risk disclosure requirements or 
subject to custodial credit risk for investments that are in the possession of another party.  

Colorado revised statutes limit investment maturities to five years or less unless formally 
approved by the Board of Directors. Such actions are generally associated with a debt service 
reserve or sinking fund requirements. 

Colorado statutes specify investment instruments meeting defined rating and risk criteria in 
which local governments may invest including the following: 

. 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 funds 

. Guaranteed investment contracts 

. Local government investment pools 

Fair value measurement and application 

The District categorizes its fair value measurements within the fair value hierarchy established 
by generally accepted accounting principles. The hierarchy is based on the valuation inputs 
used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets 
for identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are 
significant unobservable inputs. Investments not measured at fair value and not categorized 
include governmental money market funds (PFM Funds Governmental Select series); money 
market funds (generally held by Bank Trust Departments in their role as paying agent or 
trustee); CSAFE which records their investments at amortized cost, and COLOTRUST which is 
recorded at net asset value. 
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As of December 31, 2025, the District had the following investments: 
 

Investment   Maturity     

Colorado Liquid Asset Trust 
(Colotrust)   

Weighted average 
under 60 days    $        4,980,981 

 
COLOTRUST 
 
The District invested in the Colorado Local Government Liquid Asset Trust (COLOTRUST) (the 
Trust), an investment vehicle established for local government entities in Colorado to pool 
surplus funds. The State Securities Commissioner administers and enforces all state statutes 
governing the Trust. The Trust currently offers three portfolios – COLOTRUST PRIME, 
COLOTRUST PLUS+, and COLOTRUST EDGE.  
 
COLOTRUST PRIME and COLOTRUST PLUS+, which operate similarly to a money market 
fund and each share is equal in value to $1.00, offer daily liquidity. Both portfolios may invest in 
U.S. Treasury securities and repurchase agreements collateralized by U.S. Treasury securities. 
COLOTRUST PLUS+ may also invest in certain obligations of U.S. government agencies, 
highest rated commercial paper, and any security allowed under CRS 24-75-601.  
 
COLOTRUST EDGE, a variable Net Asset Value (NAV) Local Government Investment Pool, 
offers weekly liquidity and is managed to approximate a $10.00 transactional share price. 
COLOTRUST EDGE may invest in securities authorized by CRS 24-75-601, including U.S. 
Treasury securities, repurchase agreements collateralized by U.S. Treasury securities, certain 
obligations of U.S. government agencies, highest rated commercial paper, and any security 
allowed under CRS 24-75-601.  
 
A designated custodial bank serves as custodian for the Trust’s portfolios pursuant to a 
custodian agreement. The custodian acts as 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. 
COLOTRUST PRIME and COLOTRUST PLUS+ are rated AAAm by Standard & Poor’s. 
COLOTRUST EDGE is rated AAAf/s1 by Fitch Ratings. COLOTRUST records its investments at 
fair value and the District records its investment in COLOTRUST at net asset value as 
determined by fair value. There are no unfunded commitments, the redemption frequency is 
daily or weekly, and there is no redemption notice period.  
 
The District holds all its investments in the COLOTRUST PLUS+ portfolio. 
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Note 4 – Capital assets 
 
Capital asset activity for the year ended December 31, 2025 was as follows: 
 

  Balance at      Balance at 

  
January 1, 

2025  Additions  Deletions  
December 31, 

2025 

Capital assets not being depreciated:         
Construction in progress  $          87,682  $   284,585  $              –  $        372,267 
Total capital assets not being 
depreciated  87,682  284,585    –  372,267 

         
Capital assets being depreciated:         
Buildings and improvements           47,200    –    –           47,200 

Water distribution system       5,923,613        –    –       5,923,613 

Wastewater collection system     1,997,834    –    –     1,997,834 

Equipment           118,232  43,267  (17,507)           143,992 

Total capital assets being depreciated      8,086,879  43,267  (17,507)  8,112,639 

         
Accumulated depreciation         
Buildings and improvements         (28,621)       (1,143)    –         (29,764) 

Water distribution system     (1,368,204)   (132,250)    –     (1,500,454) 

Wastewater collection system     (1,599,567)     (32,063)    –     (1,631,630) 

Equipment        (92,140)     (16,136)  17,507        (90,769) 

Total accumulated depreciation     (3,088,532)   (181,592)  17,507     (3,252,617) 

         
Net capital assets being depreciated       4,998,347     (138,325)     –       4,860,022  

         
Total capital assets, net  $     5,086,029   $   146,260   $               –  $     5,232,289  
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Note 5 – Long term obligations 

The following is an analysis of the changes in the District’s long-term obligations for the year 
ended December 31, 2025: 

Balance at Balance at 

January 1, December 31, Due Within 

2025 Additions Reductions 2025 One Year 

2015 Loan $    1,313,005 $ – $     (113,564) $  1,199,441 $  115,847 

2016 Loan       190,151 – (14,861)  175,290  15,161 

2017 Loan       197,866 – (14,745)  183,121  15,040 

Compensated absences 14,211 17,479 (11,307) 20,383 – 

Total long-term obligations $    1,715,233 $  17,479 $  (154,477) $  1,578,235 $  146,048 

Loan agreements 

2015 Loan 
On April 15, 2015, the District entered into a $2,200,000 loan agreement (the 2015 Loan) with 
Colorado Water Resources and Power Development Authority (CWRPDA), for the purpose of 
financing the construction of a permanent connection to the Fort Collins-Loveland Water District 
(the Project) as discussed in note 8.   

The term of the Loan is 20 years, with principal and interest payments due semiannually on May 
1 and November 1. The amount of each semiannual payment, including interest at 2.0%, is 
$68,168.  

2016 Loan 
On February 19, 2016, the District entered into an additional $300,000 loan agreement (the 
2016 Loan) with CWRPDA, for the purpose of financing additional costs for the Project. The 
2016 Loan requires semiannual payments of $9,296 which includes interest at a rate of 2.0% 
due on May 1 and November 1, with a final payment due on November 1, 2035. 

2017 Loan 
On February 10, 2017, the District entered into an additional $300,599 loan agreement (the 
2017 Loan) with CWRPDA, for the purpose of financing additional costs for the Project. The 
2017 Loan Agreement requires semiannual payments of $9,314 which includes interest at a rate 
of 2.0% due on May 1 and November 1, with a final payment due on November 1, 2036. 
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Loan covenants 
 
The District is subject to certain covenants under the Loans, including pledging revenue, with a 
minimum rate guarantee, generated from the water delivery system, and pledging to maintain 
an operating reserve, defined as current assets less current liabilities equal to three months of 
operating expenses. The District has restricted $287,702 in satisfaction of the reserve 
requirement at December 31, 2025. 
 
Under the terms of the loan agreements, the District is required to provide CWRPDA with 
annual audited financial statements by July 31, extendable to September 30, of each 
subsequent year. 
 
The District was in compliance with the above covenants as of December 31, 2025. 
 
Event of default 
 
The loan agreements stipulate an event of default as 1) the District’s failure to pay, 2) the 
District’s failure to observe and perform the covenants, 3) any representation made by the 
District contained in the loan agreement is false or misleading or 4) a petition filed by or against 
the District under any bankruptcy or insolvency law. If an event of default occurs, CWRPDA has 
the right to withhold loan funds remaining, and take action to enforce performance and 
observance of any duty, covenant, obligation or agreement including appointment ex parte of a 
receiver of the District’s infrastructure.  
 
Debt maturities 
 
The anticipated debt requirements for the next five years, and in 5-year increments thereafter, 
follows: 
 

Year ended       
December 31,  Principal  Interest  Total 

2026  $       146,049  $       30,429  $       176,478 
2027  148,984  27,494  176,478 
2028  151,979  24,499  176,478 
2029  155,034  21,446  176,480 
2030  158,150  18,329  176,479 

2031-2035  770,095  42,498  812,593 
2036  27,561  365  27,926 

   $   1,557,852    $     165,060    $   1,722,912 

 
Debt authorization 
 
At December 31, 2025 the District had no authorized but unissued indebtedness. 
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Note 6 – Net position 
 

The District has net position consisting of three components – net investment in capital assets, 
restricted net position, and unrestricted net position. 
 
Net investment in capital assets consists of capital assets, net of accumulated depreciation and 
reduced by the outstanding balances of bonds, mortgages, notes or other borrowings that are 
attributable to the acquisition, construction, or improvement of those assets. As of December 
31, 2025, the District had net investment in capital assets of $3,674,437. 
 
Restricted net position includes assets that are restricted for use either externally imposed by 
creditors, grantors, contributors, or laws and regulations of other governments or imposed by 
law through constitutional provisions or enabling legislation. The District had restricted net 
position at December 31, 2025 as follows: 
 

Restricted Net Position:  
Emergency reserve $          35,000  
Debt reserve requirement            287,702  
 Total Restricted Net Position $        322,702 

 
The District’s unrestricted net position as of December 31, 2025 is $4,761,572. 
 
Note 7– Deferred compensation plan 
 
The District offers employees a deferred compensation plan (the Plan) created in accordance 
with Internal Revenue Service Code Section 457, administered by the Special District 
Association. The plan is available to all full-time District employees and permits them to defer a 
portion of their salaries until future years. The plan allows the District, as resolved annually by 
the Board, to make discretionary contributions up to 5% of each eligible employee’s salary. The 
Board authorized a contribution rate of 5% for 2025. The District contributed $10,287 for the 
year ended December 31, 2025. All contributions vest at the time such contributions are made. 
The deferred compensation is not available to employees until termination, retirement, death or 
an unforeseeable emergency. The assets under the Plan are not property of the District and are 
held by a second-party administrator for the exclusive benefit of the Plan participants and their 
beneficiaries. 
 
Note 8 – Agreements 
 
Intergovernmental Agreement – Ft. Collins – Loveland Water District 
 
In 2015, the District and Fort Collins-Loveland Water District (FCLWD) entered into an 
intergovernmental agreement (the Agreement); the agreement was amended in 2016. Under 
the terms of the agreement, the District’s existing drinking water system was interconnected 
with that of FCLWD for the purpose of acquiring a permanent drinking water supply as a 
drinking water supply alternative to the District’s then existing water treatment plant and to allow 
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permanent decommissioning of the District’s water treatment plant. The Agreement, as 
amended, provides for the District to purchase treated drinking water, to a minimum of 
30,000,000 gallons per year, on a “take or pay” basis.   

Intergovernmental Agreement – South Fort Collins Sanitation District 

In 2007, the District and South Fort Collins Sanitation District (SFCSD) entered into an 
agreement which provided for SFCSD to assume control and responsibility of Treatment 
Facilities and the Pretreatment Program for the District. The District remains responsible for 
maintenance and expansion of the collection sewage facilities within the District. 

Note 9 – Risk management 

The District is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions; injuries to employees or natural disasters. The 
District is a member of the Colorado Special Districts Property and Liability Pool (Pool). The 
Pool is an organization created by an intergovernmental agreement to provide property, liability, 
public official’s liability, boiler and machinery and workers compensation coverage to its 
members. Settled claims have not exceeded this coverage in any of the past three fiscal years. 

The District pays annual premiums to the Pool for liability, property and public officials liability 
coverage. In the event aggregated losses incurred by the Pool exceed amounts recoverable 
from reinsurance contracts and funds accumulated by the Pool, the Pool may require additional 
contributions from the Pool members. 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. 

Note 10 – Tax, spending and debt limitations 

Article X, Section 20 of the Colorado constitution, commonly known as the Taxpayer's Bill of 
Rights (TABOR) contains tax, spending, revenue and debt limitations which apply to the State of 
Colorado and all local governments. 

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 its 
water and sewer operations, and all activities related thereto, fulfill the requirements of an 
enterprise within the definition of TABOR and the Enterprise Act, C.R.S. 37-45-1-01 et seq. The 
District’s annual budget and financial statements are deemed by the District to be the annual 
budget and financial statements of the enterprise. The District has restricted $35,000 as an 
emergency reserve under TABOR. 

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. 
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Original and Variance 
Final Favorable 

Budget Actual (Unfavorable) 

Revenues 
Water operations 620,000$   613,245$   (6,755)$   
Sewer operations 429,000  433,330  4,330 
Transfer fees 500  1,061  561  
Late fees and penalties 14,000  15,345  1,345 
Property and specific ownership taxes 86,221  87,369  1,148 
Interest income 100,000  206,049  106,049 
Miscellaneous income 6,000  17,782  11,782 

Total revenues 1,255,721  1,374,181  118,460 

Expenditures
General and administrative 615,386  546,702  68,684 
Water operations: 
 Water treatment 187,666  177,135  10,531 

   Transmission and distribution 77,850  82,297  (4,447)  
Sewer operations: 
 Collection and transmission 68,000  58,304  9,696 
 Sewer treatment 110,000  109,890  110  

Debt service:
Principal payments 143,170  143,170  - 
Interest paid 33,309  33,309  - 
Total expenditures 1,235,381  1,150,807  84,574 

NET CHANGE IN FUNDS AVAILABLE 20,340  223,374  203,034 

FUNDS AVAILABLE - BEGINNING OF YEAR 3,162,700  2,842,134  (320,566)  

FUNDS AVAILABLE - END OF YEAR 3,183,040$   3,065,508$   (117,532)$   

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUNDS AVAILABLE 
BUDGET AND ACTUAL - BUDGETARY BASIS - ENTERPRISE FUND

FOR THE YEAR ENDED DECEMBER 31, 2025

Spring Canyon Water and Sanitation District 
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Original and Variance 
Final Favorable 

Budget Actual (Unfavorable) 

Revenues 
System improvement charges 450,000$       449,439$        (561)$               
Tap fees -                66,725 66,725

Total revenues 450,000 516,164 66,164

Expenditures
Capital outlay 1,911,314 157,314 1,754,000        

Total expenditures 1,911,314 157,314 1,754,000        

NET CHANGE IN FUNDS AVAILABLE  (1,461,314)    358,850          1,820,164        

FUNDS AVAILABLE - BEGINNING OF YEAR 1,776,464      932,688          (843,776)          

FUNDS AVAILABLE - END OF YEAR   315,150$       1,291,538$     976,388$         

Total district revenues 1,705,721$    1,890,345$     
Total district expenditures 3,146,695      1,308,121       

Total district net change in funds available (1,440,974)    582,224          

FUNDS AVAILABLE - BEGINNING OF YEAR 4,939,164      3,774,822       

FUNDS AVAILABLE - END OF YEAR   3,498,190$    4,357,046$     

Spring Canyon Water and Sanitation District  

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUNDS AVAILABLE 
BUDGET AND ACTUAL - BUDGETARY BASIS - CAPTIAL IMPROVEMENT FUND

FOR THE YEAR ENDED DECEMBER 31, 2025
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Revenues (budgetary basis) 1,890,345$   
Gain on sale of assets 1,300  

Total revenues per Statement of Revenues, Expenses and
Changes in Net Position 1,891,645  

Expenditures (budgetary basis) 1,308,121  
Depreciation 181,592  
Principal paid (143,170)  
Change in interest accrual (346)  
Capital outlay (157,314)  

Total expenses per Statement of Revenues, Expenses and
Changes in Net Position 1,188,883  

Change in net position per Statement of Revenues, Expenses
and Changes in Net Position 702,762$   

FOR THE YEAR ENDED DECEMBER 31, 2025

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
RECONCILIATION OF ACTUAL (BUDGETARY BASIS) TO 
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