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Independent Auditor’s Report

Board of Directors
Pagosa Springs, Colorado

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, and
each major fund, of Pagosa Area Water and Sanitation District (the “District”), as of and for the year
ended December 31, 2023, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the District, as of December 31, 2023, 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 audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 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.
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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.

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:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion is
expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the District’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages iii-xi and 34, 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

2



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

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The supplementary information on pages xx-xx and
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations, Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The supplementary information and the schedule of expenditures of federal awards 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. Such 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 accompanying supplementary information is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 17, 2024,
on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

rfawrmer, Uc
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of Pagosa Area Water and Sanitation District (the District) offers readers of our
financial statements the following narrative overview and analysis of our financial activities for the
year ended December 31, 2023.

This section provides a summary of the District’s financial performance. It contains an overview
and analysis of the District's financial activities for the year ended December 31, 2023. The
financial statements are an integral part of this analysis and should be read in conjunction with
this document.

FINANCIAL HIGHLIGHTS

1. The District’s net positions total $88,803,878; this is an increase of $4,465,188 from
the previous year.

2. Operating expenses of $12,356,046 exceeded operating revenues of $9,634,851 by
$2,721,195.

3. General revenues total $7,186,383.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements consist of four parts: management’'s discussion and analysis, basic
financial statements including the notes to the financial statements, required supplementary
information and other supplementary information.

BASIC FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Pagosa Area Water
and Sanitation District's basic financial statements. The District’s basic financial statements are
comprised of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the basic financial statements. This report also contains required and
other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the District’s finances, in a manner similar
to a private-sector business. The government-wide financial statements present information for
the governmental funds and the business-type activities.

The Statement of Net Position (see page 4) presents information on all of the District’'s assets and
liabilities, with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.

The Statement of Activities (see page 5) presents information showing how the government'’s net

position changed during the most recent fiscal year. All changes in net position are reported on
the accrual basis as soon as the underlying event giving rise to the change occurs,
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regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will result in cash flows in future fiscal periods.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The District,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the District can be divided
into two categories: governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements
(beginning on page 6). However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable resources, as well
as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements. The financial
statements presented for the governmental funds are the Balance Sheet and the Statement of
Revenues, Expenditures and Changes in Fund Balances.

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

Pagosa Area Water and Sanitation District has two governmental funds: the General Fund and
Debt Service Fund. The District considers both of these funds important to financial statement
users and has presented them all as major funds.

Proprietary Funds. Proprietary fund accounting uses the same basis of accounting as private-
sector business enterprises. The District uses two enterprise funds: Water Fund and Wastewater
Fund. Under this method of accounting, an economic resources measurement focus and an
accrual basis of accounting is used.

Revenue is recorded when earned and expenses are recorded when incurred. The proprietary
fund basic financial statements include a Statement of Net Position, a Statement of Revenues,
Expenses and Changes in Fund Net Position, and a Statement of Cash Flows (beginning on page
10).

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

The Statement of Revenue, Expenses and Changes in Fund Net Position reports the operating
revenues and expenses and non-operating revenues and expenses of the District's enterprise
funds for the year with the difference - the net income or loss - being combined with any capital
contributions to determine the net change in position for the fiscal year. That change combined
with the net position at the end of the previous year total to the net position at the end of the
current fiscal year.
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The Statement of Cash Flows reports cash and cash equivalent activities of the two enterprise
funds for the fiscal year resulting from operating activities, capital and related financing activities,
noncapital financing activities and investing activities. The net result of these activities added to
the beginning of the year cash balance total to the cash and cash equivalent balance at the end
of the current year.

The District adopts an annual appropriated budget for each of its funds. Budgetary comparison
statements have been provided for the General Fund as Required Supplementary Information in
the audited financial statements; budget comparisons for the Debt Service Fund, Water Fund and
Wastewater Fund are presented in Other Supplementary Information in the audited financial
statements to demonstrate compliance with their budgets.

Notes to the Basic Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the basic financial statements can be found on pages 14 to 33 of this
report.

FINANCIAL POLICY PRIORITIES

The financial goal of the District is to operate in a cost efficient manner that is similar to the
practices of private enterprise. The District annually reviews its financial policies to assess their
impact upon financial activities. Policies that affected financial activities are:

Growth pays its own way

Debt service is funded from user fees and property taxes

Administration and operations are funded from user fees, property taxes and
specific ownership taxes

4. User fees will fund a portion of capital improvement needs

5 Capital Investment Fees are earmarked for capital uses

N =

In 2023, the District completed several construction projects and ended the year with work-in-
progress carry over amounts in both of the enterprise funds. As planned, this had the effect of
reducing reserves. The District expended $6,407,148 in 2023 on water projects and $381,805 on
wastewater projects.

Past expansion and improvements have been paid with a combination of user fees, property taxes
and bond issues. The District’s policies also made it possible for the District to complete the year
with cash and investments in all funds of $13,052,344 of which $2,737,181 is designated for future
construction projects and debt retirement.

Day-to-Day Operational Control of the District

For operational control, the District had 4 funds during 2023: the General Fund, Debt Service
Fund, Water Fund and Wastewater Fund.

The General Fund provides for the administration of the District and also transfers monies to other
funds. A total of $0 was transferred to other funds in 2023. The major sources of revenue are
monies collected for property taxes and specific ownership taxes. In 2023, the General Fund
collected $1,168,062. There was a $426,473 increase in fund balance over the previous year.
Transfers to the Water and Wastewater Enterprise Funds have been reduced or will remain



constant to preserve this fund balance in light of the District’s election on a referred measure. On
May 3, 2016 District voters passed a measure to subject the revenue, collection and spending
limits under Article X, Section 20 of the Colorado Constitution (otherwise known as the Taxpayers
Bill of Rights) by repealing the ballot issue approved by District voters on May 2, 2000. This action
will impact the General Fund by limiting tax revenue while it is not anticipated that General Fund
expenses, other than the amount available for transfer to other funds, can be reduced. The ending
fund balance in the General Fund at December 31, 2023, was $1,768,572 of this amount, $38,783
is set aside as a reserve (see note 13 on page 30 of the financial statements). Non spendable
prepaids and inventories are $12,452 and the remaining balance of $1,717,337 is undesignated.

The Debt Service Fund records the collection of property taxes for debt service payments on
general obligation bonds. In 2023, property taxes collected for debt service were $5,381; $0 was
paid in principal payments and $0 was paid for interest. The 2023 fund balance for the Debt
Service Fund decreased by $26,227 from 2022. The Debt Service Fund balance at the end of
2023 was $(61).

The District operates its Water and Wastewater funds as self-supporting enterprises. Revenues
received from user fees and other general fund sources are sufficient to cover the day-to-day
operating expenses of these funds, as well as assist in the funding of capital improvements.

The Water Fund had an increase in Net Position of $4,635,817 for 2023. Of this amount, the
operating income was $4,839,384; non-operating revenues and expenses show a deficit of
$215,380; and $0 was supplied from transfers and a gain/loss on asset disposal. At the end of
2023, the Water Fund had a net position of $61,150,432. Of this amount, $52,132,081 is invested
in capital assets, net of related debt and is not available for future appropriations and $9,018,351
is unrestricted.

The Wastewater Fund had a decrease in Net Position of $547,134 for 2023. Of this amount,
operating loss was ($904,603); non-operating revenues and expenses contributed $357,469; and
$0 was from transfers and a gain on asset disposal. At the end of 2023, the Wastewater Fund
has a net position of $25,543,788. Of this amount, $19,507,856 is invested in capital assets, net
of related debt and is not available for future appropriations and $6,035,932 is unrestricted.

Capital projects, including infrastructure and equipment purchases, are funded from a variety of
operating and non-operating revenues including bond proceeds and Capital Investment Fees.
The District is consciously trying to building reserves sufficient to handle most of the infrastructure
expenses that are anticipated in the next ten years.

The District's day-to-day operational control involves many levels of planning, forecasting, and
budgeting. Revenues and expenses are allocated to specific functions of the District. The staff
presents quarterly financial reports to the Board of Directors. The reports contain revenues and
expenditures compared to the adopted budget. Itis an essential tool that is critical to the District's
long-range financial planning efforts.
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Charges for services (Grants/Contributions) $

Total operating expenses

Operating income (loss)

General Revenues
Property taxes and specific
ownership taxes
Gain (Loss) on asset disposal

Investment earnings & Miscellaneous

General revenues

Net income before contributions
and transfers

Capital contributions
Donated assets
Transfers:
Construction projects
General Fund
Debt Service Fund
Special Revenue Fund

Change in net position
Beginning net position
Rounding and / or Adjustment

Beginning net assets,
as corrected

Ending net position

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

TABLE B:

Governmental Activities

Business-Type Activities

2023 2022 2023 2022 2023 2022
- - 9,634,851 $ 9,003,877 $ 9,634,851 $ 9,003,877
909,446 751,775 11,446,600 9,439,722 12,356,046 10,191,497

(909,446) (751,775) (1,811,749) (435,845) (2,721,195) (1,187,620)

1,173,443 2,356,951 - - 1,173,443 2,356,951
112,508 46,306 5,900,432 893,610 6,012,940 939,916
1,285,951 2,403,257 5,900,432 893,610 7,186,383 3,296,867
376,505 1,651,482 4,088,683 457,765 4,465,188 2,109,247
- (375,000) - 375,000 - -
376,505 1,276,482 4,088,683 832,765 4,465,188 2,109,247
1,733,152 456,669 82,605,538 81,772,773 84,338,690 82,229,442
1,733,152 456,669 82,605,538 81,772,773 84,338,690 82,229,442
$ 2,109,657 $ 1,733,151 $ 86,694,221 $ 82,605,538 $ 88,803,878 $ 84,338,689
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Current assets
Restricted assets
Capital assets

Total assets

Current liabilities
Long-term debt outstanding

Total liabilities
Deferred Cash In-flows
Net position:
Invested in capital assets, net
of related debt
Restricted

Unrestricted

Total net position

TABLE A: CONDENSED STATEMENT OF NET POSITION

Governmental Activities Business-Type Activities Total
2023 2022 2023 2022 2023 2022

$ 3,028,766 $ 2,503,808 $ 10,426,320 $ 11,629,032 $ 13,455,086 $ 14,132,840
341,146 364,889 3,092,157 3,188,235 3,433,303 3,553,124
- - 84,763,300 83,262,192 84,763,300 83,262,192
3,369,912 2,868,697 98,281,777 98,079,459 101,651,689 100,948,156
163,208 107,932 247,828 198,915 411,036 306,847
- - 46,822,801 15,275,006 46,822,801 15,275,006
163,208 107,932 47,070,629 15,473,921 47,233,837 15,581,853
1,097,047 1,027,614 35,483,072 - 36,580,119 1,027,614
364,889 364,889 71,639,937 65,922,044 72,004,826 66,286,933
38,783 68,932 - - 38,783 68,932
1,705,985 1,299,330 15,054,284 16,683,494 16,760,269 17,982,824
$ 2,109,657 $ 1,733,151 $ 86,694,221 $ 82,605,538 $ 88,803,878 $ 84,338,689
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Financial Analysis
Condensed Statement of Net Position

A Condensed Statement of Net Position for 2023 and 2022 is shown in Table A on page vii. The
District's net position (the difference between assets and liabilities) is one way to measure the
financial health of the District. Increases or decreases in the District’'s net positions are indicators
of improving or deteriorating financial health. This, coupled with factors such as population
growth, legislative changes or policy changes, provide an integrated assessment of the District's
health.

Net positions have increased by $4,465,188 as a result of operations. The table also shows total
restricted assets of $3,433,303, of this amount $3,092,157 is designated for future water and
wastewater treatment related capital projects that are projected to total approximately $8,136,000.
It is estimated that another $106,220,000 will be needed to address wastewater treatment needs
over the next 20 years; however, that number may undergo substantial revision as a result of
changing conditions or regulations in the industry. A revised Capital Improvements Plan was
completed in 2023. As of December 31, 2023, governmental activities show a total net position
of $2,109,657, which is a increase of $376,506 from 2022. Net Positions in the business-type
activities indicate that $15,054,284 is unrestricted and available for future appropriations. This is
a decrease from the prior year. Net position invested in capital assets, net of related debt, of
$71,639,937 are not available for future appropriations.

On a year-to-year basis the District plans to operate within its policies. Operations are expected
to produce sufficient income to allow the District to implement its long range plans.

In the capital improvements portion of the budget, annual expenditures may, at times, exceed
annual revenues. This is accounted for in the long range financial planning of the District.

Condensed Statement of Revenues, Expenses and Changes in Net Position

A Condensed Statement of Revenues, Expenses and Changes in Net Position are shown in Table
B detailing the revenues, expenses, and changes in net positions for 2023 and 2022. An
examination of Table B for 2023 shows that the District’'s change in net positions in the business-
type activities is $4,088,683; this is an increase from the prior year. Net income before
contributions and transfers increased by $3,619,105; contributions and transfers decreased by
$375,000. The business-type activities show an operating loss of ($1,823,562) for 2023. The
operating loss has increased $1,387,717 from that of 2022 due to increased capital spending
during the year.

The governmental funds use property taxes levied for general purposes to meet operating needs.
Governmental activities show an increase in net positions of $376,505.
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BUDGETARY HIGHLIGHTS
Pagosa Area Water and Sanitation District did not amend its budget in 2023.

The schedules of revenues and expenses, actual compared to final budget, for the General Fund
are included in the required supplementary information. The General Fund budgeted to spend
$1,444,995 and actually spent $885,481.

Budgets for the other governmental fund, the Debt Service Fund, are included in the other
supplementary information along with the budgets for the proprietary funds, the Water Fund and
the Wastewater Fund.

CAPITAL ASSETS AND DEBT ACTIVITIES

During 2023, the District invested $4,345,963 in capital projects. Capital projects that were
substantially completed in 2023 were:

e Snowball Water Treatment Plant Engineering
e Vista Wastewater Treatment Plant Engineering
o Lift Station #11 Upgrade

The following projects were Capital projects still in process at the end of 2023:

e Snowball Water Treatment Plant Construction
e Vista Wastewater Treatment Plant Engineering

At the conclusion of 2023, the District's outstanding debt was $46,645,803 for various bond and
loan issues. The District is currently drawing on authorized financing for the Snowball Water
Treatment Plant Upgrade. These financings were incurred for the following construction projects:

Enlargement of Stevens Reservoir and Dutton Ditch Pipeline Extension
Hatcher Water Treatment Plant Improvements

Highlands Lagoon and Collection System Improvements

Dry Gulch Water Storage Project

Snowball Water Treatment Plant Upgrade



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Board of Directors and the management of Pagosa Area Water and Sanitation District
consider many factors when setting the budget for 2024. Projected user fees, growth, and Capital
Investment Fees are all evaluated and considered before a final budget is adopted. The 2024
budget also attempts to project new expenses associated with operating new treatment plant
processes and systems. These expenses are reconciled to projected revenues. Initial estimates
shows the following additional operating increases (decreases) are anticipated for the 2024
budget year.

The General Fund has budgeted $956,569; this is a decrease of $488,426 over 2023
expenditures.

The Water Fund has budgeted $40,907,609; this is an increase of $8,646,401 from 2023
expenditures. This increase is primarily due to construction for the Snowball Water Treatment
Plant upgrade.

The Wastewater Fund has budgeted $5,860,048; this is a decrease of $263,104 from 2023
expenditures. This is primarily due to decreased costs forecasted for Vista WWTP engineering.

Capital projects which are scheduled for 2024 are as follows:

Lift Station 7 upgrade

Lift Station 8 upgrade

Transitioning the SCADA Radio System to Ethernet
Jackson Mountain Raw Waterline Replacement
Snowball Water Treatment Plant Construction

Vista WWTP Engineering

Lead & Copper Contracting

CONTACTING THE DISTRICT'S MANAGER

This financial report is designed to provide our citizens, customers, investors, and creditors with
the general overview of the District's finances and demonstrates the District's accountability for
the money it receives. If you have any questions concerning this report or need additional
information please contact Justin Ramsey, Manager of the Pagosa Area Water and Sanitation
District at 100 Lyn Avenue, Pagosa Springs, CO.
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Basic Financial Statements



ASSETS
Current Assets:
Cash and cash equivalents
Receivables
Inventories
Prepaid expenses
Non-Current Assets:
Cash

Customer accounts receivable, net -
Capital assets, net of accumulated

depreciation
Construction in progress
Due from other governments
Other assets
Total Non-Current Assets
Deferred outflow of resources:

Loan proceeds committed not yet received -

Total Assets

LIABILITIES

Accounts payable and accrued expenses

Personal Time Off and retirement
Unearned revenues
Long-term liabilities
Due within one year:
Bonds and loans payable
Accrued interest
Deposits payable
Due in more than one year:
Bonds and loans payable
Bond premium net of discount
Total liabilities

Deferred inflow of resources:
Deferred Property Taxes

NET POSITION
Net investment in capital assets
Restricted for:
TABOR
Unrestricted
Total net position

Pagosa Area Water and Sanitation District
Statement of Net Position

December 31,2023
Governmental Business-type
Activities Activities Total
$ 1,792,815 $ 8,522,348 10,315,163
1,223,499 694,717 1,918,216
- 1,267,267 1,267,267
12,452 (58,011) (45,559)
- 2,737,181 2,737,181
354,976 354,976
341,146 66,880,242 67,221,388
- 6,548,062 6,548,062
- 1,960,648 1,960,648
- 9,374,348 9,374,348
341,146 87,855,457 88,196,603
35,483,072 35,483,072
3,369,912 133,764,850 137,134,762
100,524 (2,455) 98,069
62,684 164,706 227,390
- 85,577 85,577
- 2,267,673 2,267,673
- 159,040 159,040
- 18,756 18,756
- 44,378,114 44,378,114
- (782) (782)
163,208 47,070,629 47,233,837
1,097,047 - 1,097,047
364,889 71,639,937 72,004,826
38,783 - 38,783
1,705,985 15,054,284 16,760,269
$ 2,109,657 $ 86,694,221 88,803,878

The accompanying notes to financial statements

are an integral part of these statements.
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Functions/Programs
Primary government

Governmental Activities
General Government
Total governmental activities

Business-type activities:
Water
Wastewater
Total business-type activities
Total primary government

Pagosa Area Water and Sanitation District
Statement of Activities
For the Year Ended December 31, 2023

Program Revenue

Net (Expense) Revenue and Changes in Net Position

Primary Government

The accompanying notes to financial statements
are an integral part of these statements.
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Operating Capital Grants
Charges for Grants and and Governmental Business-type
Expenses Services Contributions Contributions Activities Activities Total
$ 909,446 $ - $ - $ - (909,446) $ - $ (909,446)
909,446 - - - (909,446) - (909,446)
7,954,693 6,927,179 - 11,813 - (1,015,701) (1,015,701)
3,491,907 2,695,859 - - - (796,048) (796,048)
11,446,600 9,623,038 - 11,813 - (1,811,749) (1,811,749)
12,356,046 9,623,038 - 11,813 (909,446) (1,811,749) (2,721,195)
General revenues:
Taxes:
Property taxes, levied for general purposes 1,048,173 $ - $ 1,048,173
Property taxes, levied for debt service 5,381 - 5,381
Specific ownership taxes 119,889 - 119,889
Unrestricted investment earnings 80,234 698,234 778,468
Miscellaneous 32,274 5,202,198 5,234,472
Total general revenues, special items, and transfers 1,285,951 5,900,432 7,186,383
Change in net position 376,505 4,088,683 4,465,188
Net position - beginning 1,733,152 82,605,538 84,338,690
Net position - ending 2,109,657 $ 86,694,221 $ 88,803,878




Pagosa Area Water and Sanitation District
Balance Sheet
Governmental Funds

December 31, 2023
Total
Debt Services Governmental
General Fund Fund Funds
ASSETS
Cash and cash equivalents $ 1,792,876 $ 61) $ 1,792,815
Taxes receivable, net 1,097,047 - 1,097,047
Taxes receivable, delinquent 126,452 126,452
Prepaid Expenses 12,452 - 12,452
Total assets 3,028,827 61) 3,028,766
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 100,524 - 100,524
Accrued vacation and retirement 62,684 - 62,684
Total liabilities 163,208 - 163,208
Deferred inflow of resources:
Deferred property taxes 1,097,047 - 1,097,047
Fund balances:
Non spendable prepaid expense 12,452 - 12,452
Restricted - TABOR 38,783 - 38,783
Unassigned 1,717,337 - 1,717,337
Unreserved, reported in non-major:
Restricted - (61) (61)
Total fund balances 1,768,572 61) 1,768,511
Total liabilities and fund balances $ 3,028,827 $ 61) $ 3,028,766

The accompanying notes to financial statements
are an integral part of these statements.
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Pagosa Area Water and Sanitation District
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
December 31, 2023

Total fund balance, governmental funds $ 1,768,511

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the fund financial statements, but

are reported in the governmental activities of the Statement of Net Position. 341,146
Net Position of Governmental Activities in the Statement of Net Position $ 2,109,657

The accompanying notes to financial statements
are an integral part of these statements.
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Statement of Revenues, Expenditures and Changes in Fund Balances

Pagosa Area Water and Sanitation District

Governmental Funds
For the Year Ended December 31, 2023

Debt Total
General Services Governmental
Fund Fund Funds
REVENUES
Property Taxes $ 1,048,173 $ 5,381 $ 1,053,554
SO Tax 119,889 - 119,889
Investment earnings 78,760 1,474 80,234
Miscellaneous 32,274 - 32,274
Total revenues 1,279,096 6,855 1,285,951
EXPENDITURES
Audit and compilation 28,564 - 28,564
Board expense 47,932 - 47,932
Dues and permits 34,143 - 34,143
Employee expense 1,058 - 1,058
Treasurers fees 37,240 249 37,489
Fringe benefits 74,226 - 74,226
Insurance general 19,353 - 19,353
Legal fees 8,207 - 8,207
Office expense 62,961 - 62,961
Office maintenance and landscape 12,650 - 12,650
Outside services 89,188 - 89,188
Payroll taxes, vacation and sick pay 29,746 - 29,746
Personnel 391,458 - 391,458
Publications and recording fees 4,694 - 4,694
Repairs and maintenance 6,648 - 6,648
Telephone and utilities 30,969 - 30,969
Travel and training 6,419 - 6,419
Total Expenditures 885,456 249 885,705
Excess (deficiency) of revenues over expenditures 393,640 6,606 400,246
OTHER FINANCING SOURCES (USES)
Transfers in 32,833 - 32,833
Transfers out - (32,833) (32,833)
Total other financing sources and uses 32,833 (32,833) -
SPECIAL ITEM
Net change in fund balances 426,473 (26,227) 400,246
Fund balances - beginning 1,342,099 26,166 1,368,265
Fund balances - ending $ 1,768,572 3 61) § 1,768,511

The accompanying notes to financial statements
are an integral part of these statements.
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Pagosa Area Water and Sanitation District

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental
Funds to the Statement of Activities
For the Year Ended December 31, 2023

Net change in fund balances - total governmental funds: $ 400,246

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Governmental funds report outlays for capital assets as expenditures because such

outlays use current financial resources. In contrast, the Statement of Activities reports

only a portion of the outlay as expense. The outlay is allocated over the assets'

estimated useful lives as depreciation expense for the period.

This is the amount by which capital outlay of $0 was less than depreciation of $23,743

in the current period. (23,743)

Change in net position of governmental activities $ 376,503

The accompanying notes to financial statements
are an integral part of these statements.
9



Pagosa Area Water and Sanitation District

Statement of Net Position

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Total current assets
Non-current assets:
Restricted for capital projects and debt service
Cash
Customer accounts receivable, net
Prepaid expenses
Utility system, net of accumulated depreciation
Construction in progress
Due from other governments
Other assets
Total non-current assets
Deferred outflow of resources:
Loan proceeds committed not yet received

Total assets

LIABILITIES
Current Liabilities:
Accounts payable
Accrued interest payable
Other accrued expenses
Unearned revenue
Deposits
Bonds and loans payable, current portion
Total current liabilities
Non-current liabilities:
Bond premiums net of discount
Bonds and loans payable
Total non-current liabilities
Total liabilities

NET POSITION
Net investment in capital assets
Unrestricted
Total net position

Proprietary Funds
December 31, 2023
Enterprise Funds
Water Fund Wasterwater Fund Total
$ 6,005,218 $ 2,517,129 8,522,347
477,907 216,810 694,717
1,173,501 93,766 1,267,267
7,656,626 2,827,705 10,484,331
1,492,612 1,244,569 2,737,181
212,683 142,293 354,976
3,470 (61,481) (58,011)
44,978,222 21,902,020 66,880,242
6,137,651 410,411 6,548,062
- 1,960,648 1,960,648
9,374,348 - 9,374,348
62,198,986 25,598,460 87,797,446
35,483,072 - 35,483,072
105,338,684 28,426,165 133,764,849
(9,710) 7,255 (2,455)
159,040 - 159,040
100,670 64,036 164,706
79,066 6,511 85,577
18,756 - 18,756
1,867,019 400,654 2,267,673
2,214,841 478,456 2,693,297
(782) - (782)
41,974,193 2,403,921 44,378,114
41,973,411 2,403,921 44,377,332
44,188,252 2,882,377 47,070,629
52,132,081 19,507,856 71,639,937
9,018,351 6,035,932 15,054,283
$ 61,150,432 S 25,543,788 86,694,220

The accompanying notes to financial statements
are an integral part of these statements.
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Pagosa Area Water and Sanitation District
Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Fund

For the Year Ended December 31, 2023

REVENUES

Charges for services

Availability charges

Customer hookups

Late charges

Other operating revenues
Total operating revenues

OPERATING EXPENSES

Source of Supply

Treatment

Administrative and general

Maintenance department

Distribution and collection
Total Operating Expenses
Operating income (loss)

NON-OPERATING REVENUES (EXPENSES)
System investment fees
Interest income on delinquent accounts
Other interest and investment income
Capital expenditures
Interest expense
Bond discount and issue costs, net of bond premium
Total non-operating revenue (expenses)
Income (loss) before contributions and transfers
Capital contributions
Change in net position
Total net position - beginning
Total net position - ending

Enterprise Fund

Water Fund Wasterwater Fund Total
$ 5,358,697 $ 1,963,318 7,322,015
421,707 252,675 674,382
247,330 29,530 276,860
18,302 2,313 20,615
5,529,412 335,547 5,864,959
11,575,448 2,583,383 14,158,831
652,123 - 652,123
2,487,271 1,243,097 3,730,368
815,572 407,383 1,222,955
200,439 98,376 298,815
2,580,659 1,739,130 4,319,789
6,736,064 3,487,986 10,224,050
4,839,384 (904,603) 3,934,781
554,092 112,476 666,568
3,800 - 3,800
427,218 248,913 676,131
(184,737) (3,920) (188,657)
(1,033,227) - (1,033,227)
17,474 - 17,474
(215,380) 357,469 142,089
4,624,004 (547,134) 4,076,870
11,813 - 11,813
4,635,817 (547,134) 4,088,683
56,514,615 26,090,922 82,605,537
$ 61,150,432 $ 25,543,788 86,694,220

The accompanying notes to financial statements

are an integral part of these statements.
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Pagosa Area Water and Sanitation District

Statement of Cash Flows
Proprietary Fund

For the Year Ended December 31, 2023

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid for personnel costs
Net cash flows from Operating Activities

Cash flows from non-capital financing activities
Interest on delinquent accounts
Net cash flows from non-capital financing
activities

Cash flows from capital and related financing activities
System investment fees
Bond principal (payments)
Payment on bond interest
Capital assets acquired or constructed
Capital expenditures
Net cash flows from capital and financing activities

Cash flows from investing activities
Payments received on due from other governments
Interest income
Net cash flows from investing activities

Net increase (decrease) in cash and cash
equivalents

Beginning of year
End of year

The accompanying notes to financial statements

Enterprise Fund

Wasterwater
Water Fund Fund Total

$ 11,680,550 $ 2,563,204 $ 14,243,754
(2,625,891) (1,876,652) (4,502,543)
(1,791,433) (718,262) (2,509,695)

7,263,226 (31,710) 7,231,516

3,800 - 3,800

3,800 - 3,800

554,092 112,476 666,568
(1,647,835) (400,653) (2,048,488)
(1,033,227) - (1,033,227)
(6,407,148) (381,805) (6,788,953)
(184,737) (3,920) (188,657)
(8,718,855) (673,902) (9,392,757)

- 129,173 129,173

427,218 248,913 676,131

427,218 378,086 805,304
(1,024,611) (327,526) (1,352,137)

8,522,441 4,089,224 12,611,665

$ 7,497,830 $ 3,761,698 $ 11,259,528

are an integral part of these statements.



Pagosa Area Water and Sanitation District
Statement of Cash Flows
Proprietary Fund
For the Year Ended December 31, 2023

Enterprise Fund

Wasterwater
Water Fund Fund Total
Reconciliation of operating income (loss)
to net cash flows from operating activities
Operating income (loss) $ 4,839,384 $ (904,603) $§ 3,934,781
Adjustments to reconcile operating income
(loss) to net cash flows from operating
activities:
Depreciation 2,278,030 903,140 3,181,170
Changes in assets and liabilities
(Increase) decrease in:
Accounts receivable 94,889 (20,963) 73,926
Inventory (126,668) (11,420) (138,088)
Prepaid expenses 3,471 (18,441) (14,970)
Increase (decrease) in:
Accounts payable 27 6,196 6,223
Accrued liabilities 163,880 13,597 177,477
Unearned revenues 10,213 784 10,997
Net cash flows from operating activities $ 7,263,226 $ (31,710) $ 7,231,516

The accompanying notes to financial statements
are an integral part of these statements.
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Note 1:

Note 2:

Pagosa Area Water and Sanitation District
Notes to Financial Statements
December 31, 2023

Definition of Reporting Entity

A decree signed by the District Court for the Sixth Judicial District of Colorado on March 28, 1977,
authorized the formation of a new special district, Pagosa Area Water and Sanitation District (the
District), as a successor to the old district, Pagosa Water and Sanitation District. The organizational
meeting of the new district was held on April 28, 1977. A Board of Directors meeting, held on January
12, 1978, accepted the conveyance of all properties and liabilities of the old district as required for
dissolution.

The District’s combined financial statements include the accounts of all District operations. The
criteria for including organizations as component units within the District’s reporting entity, as set
forth in Section 2100 of GASB’s Codification of Governmental Accounting and Financial Reporting
Standards, include whether:

The organization is legally separate (can sue and be sued in their own name)

The District holds the corporate powers of the organization.

The District appoints a voting majority of the organization’s board.

The District is able to impose its will on the organization.

The organization has the potential to impose a financial benefit/burden on the District.
There is fiscal dependency by the organization on the District.

The organization is financially accountable to the District.

The organization receives or holds funds that are for the benefit of the District; and the
District has access to a majority of the funds held; and the funds that are accessible are also
significant to the District.

Based on the aforementioned criteria, the District does not have any component units.

Summary of Significant Accounting Policies

This summary of the Pagosa Area Water and Sanitation District's significant accounting policies is
presented to assist the reader in interpreting the financial statements and other data in this report. The
policies are considered essential and should be read in conjunction with the accompanying financial
statements.

Government-Wide and Fund Financial Statements:

Management s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the District’s financial activities for the current year.

Government-wide financial statements consist of a statement of net position and a statement of
activities as well as reconciliations for these statements. These statements report all of the non-
fiduciary activities of the primary government; neither fiduciary funds nor component funds that are
fiduciary in nature are included. Governmental activities are reported separately from business-type
activities. Governmental activities are normally supported by taxes and intergovernmental revenues
whereas business-type activities are normally supported by fees and charges for services and are
usually intended by management to be financially self-sustaining.

14



The statement of activities presents a comparison between direct expenses and program revenues for
the different business-type activities of the District and for each function of the District’s
governmental activities. Direct expenses are those that are clearly identifiable with a specific program
or function. Program revenues include (a) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or program and (b)
grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function or program. Revenues that are not classified as program revenues, including all
taxes and other items, are presented as general revenues.

The effect of interfund activity has been removed from the government-wide financial statements.

Fund financial statements consist of a series of statements focusing on information about the
District’s major governmental and enterprise funds. Separate financial statements are presented for
the governmental and the enterprise funds.

Measurement Focus, Basis of Accounting, and Basis of Presentation:

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recognized when earned and expenses are recognized when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenues as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Only current assets and liabilities
are included on the balance sheet, and the fund balance includes only spendable resources. Under the
modified accrual basis of accounting, revenues are recognized as soon as they are both “measurable
and available.” Measurable means the amount of the transaction can be determined and “available”
means collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the District considers revenues to be available if they are collected within
60 days of the end of the current fiscal period except for property taxes, which have been levied to
be collected in a subsequent year. Expenditures are recorded when a liability is incurred as under
accrual accounting. However, debt service expenditures are reported only when payment is due.
General capital asset acquisitions are reported as expenditures in govemmental funds. Proceeds of
general long-term debt are reported as other financing sources in governmental funds.

The District has the following governmental funds:
General Fund — The General Fund is the District’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund. The

main source of revenues is from property taxes.

Debt Service Fund — The Debt Service Fund accounts for the servicing of general long-term debt not
being financed by proprietary funds. The main source of revenues is from property taxes.

Proprietary Funds reported by the District are as follows:

Enterprise Funds — Enterprise funds account for operations that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is that the costs
(including depreciation) of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges, which are considered operating revenues. Non-
operating revenues consist of charges to customers which are used to fund capital improvements,
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interest, and other investment income. The District’s two enterprise funds are the Water Fund and the
Wastewater Fund.

Cash and Cash Equivalents:

The District’s cash and cash equivalents include amounts that are readily convertible to known
amounts of cash, are not subject to significant risk from changes in interest rates and have a maturity
of three months or less from the date of acquisition. For cash and cash equivalents, the market value
approximates the carrying value. Cash and cash equivalents for purposes of the cash flow statement
for the Proprietary Funds, include cash in operating accounts and balances in COLOTRUST.

Deposits are stated at cost, which approximates fair value.
Receivables and Payables:

All outstanding balances between funds are reported as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and business-type activities are reported
in the government-wide financial statements as “internal balances.”

All trade and property tax receivables are shown net of an allowance for uncollectibles.

The District has substantial delinquent trade receivables. Options available to the District to collect
delinquent accounts are disconnection, lien on property, foreclosure, and litigation. Special districts
have an automatic lien that is perpetual. In addition, Senate Bill 79 substantially adds to the powers
of a special district, where delinquent fees can be certified to the county treasurer and collected with
property taxes. The District was first allowed to certify accounts for collection in 1990. Beginning in
2012, the District began using Colorado Central Collection Services for delinquent accounts that had
not been previously “certified” to the County Treasurer for collection with property taxes. Each year,
additional fees were added to the accounts that had been previously “certified” with the County. In
2017, Archuleta County Treasurer refused to accept additional certifications to those accounts. The
District now utilizes Colorado Central Collection Services exclusively to collect on delinquent
accounts. The District has also established a reserve for uncollectibles for any accounts not collectible
under any of the above alternatives.

Receivables for tap fees are not expected to be collected within a year of billing. Payment schedules
for these fees vary. Tap fees owed the District at year-end are reported in the Proprietary Fund Types.
Receivables for tap fees are part of non-current assets, customer accounts receivable.

Property tax billings are considered past due after June 16 of each year, at which time the applicable
property is subject to lien, and penalties and interest are assessed. An allowance for uncollectible
taxes has been estimated in the General Fund based on twenty percent of the total delinquent taxes
as of December 3 1.

Inventories:

Inventories of supplies and materials are valued at the lower of cost or market, using the first in, first
out method.

Prepaid Items:
Payments made for services that will benefit periods beyond the end of the current year are recorded

as prepaid items.
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Restricted Assets:
Certain assets are classified as restricted on the balance sheet because their use is limited.

Assets restricted for debt service are accumulated for the purpose of retiring bond principal and
interest.

Assets restricted for construction are used to fund construction projects and purchase fixed assets.
Capital Assets:

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., water and
wastewater lines), are reported in the applicable governmental or business-type activities columns in
the government-wide financial statements. Assets capitalized have an original cost of $5,000 or more
and are expected to last longer than three years. Such assets are stated at cost, except for donated
assets, which are stated at their fair market value at the time of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase is reflected in the capitalized value of the asset constructed.

Depreciation of all exhaustible capital assets except infrastructure is charged as an expense against
their operations or functions, whereas the infrastructure depreciation is unallocated. Property, plant,
and equipment in the primary government is depreciated using the straight-line method over the
estimated useful lives as follows:

Estimated Useful Lives in Years

Source of supply 10-50
Water Treatment Plants 30-50
Sewage treatment plants 30-50
Collection, transmission, and distribution system 30-50
Buildings 40-50
General equipment 5-10
Transportation equipment 5-10
Computer software 3-5

Personal Time Off and Retirement:

Personal Time Off (PTO) is earned and credited at the beginning of the first two pay periods of
each month. Regular employees accrue PTO based on their length of continuous employment.
During the first year of employment an employee earns 14 days annually with an accrual cap of
112 hours or 14 days. Upon completion of the first year of employment an employee earns 19
days annually with an accrual cap of 304 hours or 38 days. Upon completion of the fifth year of
employment, an employee earns 24 days annually with an accrual cap of 384 hours or 48 days.
Upon completion of tenth year of employment, an employee earns 29 days with an accrual cap of
464 hours or 59 days.

Employees who do not use their annual accrual of PTO time can carry it over from one year to
the next until the employee reaches two (2) times the annual entitlement. Once the PTO balance
reaches the accrual cap, accrual ceases until the balance has been reduced.



Instead of taking PTO, an employee can elect to be paid for up to 40 hours of PTO in any one
year.

Long-Term Debt:

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities and business-type activities fund.
Long-term debt and other long-term liabilities are also reported as liabilities in the proprietary
fund type statement of net position. Debt premiums or discounts are deferred and amortized over
the life of the bonds using the bonds-outstanding method.

In the fund financial statements, governmental fund types recognize debt premiums and
discounts, as well as issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, even if withheld from the actual net proceeds received, are reported as debt service
expenditures in the year the debt is issued.

Net Position/Fund Balances:

The difference between assets and liabilities is “Net Position” on the government-wide and
proprietary fund financial statements and “Fund Balance” on the governmental fund financial
statements. Net position is divided into invested in capital assets (net of related debt), restricted,
and unrestricted. Net positions are reported as restricted when constraints are placed upon them
by external parties or are imposed by constitutional provisions or enabling legislation.

The District has implemented GASB Statement No. 54, “Fund Balance Reporting and
Governmental Fund Type Definitions.” In the fund financial statements, the following
classifications describe the relative strength of spending constraints.

Non-Spendable Fund Balance — The portion of the fund balance that cannot be spent because it
is either not in spendable form (such as inventory and prepaid amounts) or is legally or
contractually required to be maintained intact.

Restricted Fund Balance — The portion of fund balance constrained to being used for a specific
purpose by external parties (such as grantors or bondholders), constitutional provisions, or
enabling legislation.

Committed Fund Balance — The portion of fund balance constrained for specific purposes
according to the limitations imposed by the District’s highest level of decision-making authority,
the Board of Directors, or other individuals authorized to assign funds to be used for a specific
purpose. This classification is necessary to indicate that those funds are, at a minimum, intended
to be used for the purpose of that particular fund.

Assigned Fund Balance — The portion of fund balance set aside for planned or intended purposes
but is neither restricted nor committed. The intended use may be expressed by the Board of
Directors or other individuals authorized to assign funds to be used for a specific purpose.
Assigned fund balances in special revenue funds will also include any remaining fund balance
that is not restricted or committed. This classification is necessary to indicate that those funds are,
at a minimum, intended to be used for the purpose of that particular fund.
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Unassigned Fund Balance — The residual portion of fund balance that does not meet any of the
above criteria. The District will only report a positive unassigned fund balance in the General
Fund.

When both restricted and unrestricted fund balances are available for use, it is the District’s policy
to use restricted amounts first. Unrestricted fund balance will be used in the following order:
committed, assigned and unassigned.

Property Taxes:

In the governmental fund financial statements property tax revenue is accounted for using the
modified accrual basis of accounting. Property tax receivable is recognized on the levy or lien
date. This receivable represents taxes certified by the county to be collected in the next fiscal year
for the purposes set out in the budget for the next fiscal year. Although the succeeding year
property tax receivable has been recorded, the related revenue is deferred and will not be
recognized as revenue until the year for which it is levied in the governmental fund statements.
In the government-wide financial statements, which are prepared using full accrual, the revenue
is not deferred and is recognized in the current year financial statements.

The District’s property taxes, levied by December 15, are due and payable in the subsequent
calendar year. Assessed values are established by the county assessor. Property taxes attach as an
enforceable lien on property as of January 1 of the year in which they are payable. The taxes are
payable under two methods: 1) in full on or before April 30, or 2) one-half on or before February
28, and the remaining one-half on or before June 15. All unpaid taxes levied December 3 1, that
are levied for collection in the subsequent calendar year, become delinquent June 16.

The District contributes to the Colorado Retirement Association, a defined contribution pension
plan administered by the Colorado Retirement Association. The Colorado Retirement Association
(the “Association”) was established in 1968 under 24-54-101 et. seq. Colorado Revised Statutes
as amended, to serve as trustee and provide continuing administration of a trust fund for retirement
benefits of eligible county and municipal officers and county, municipal, and special district
employees. The Board can make changes to the plan as needed.

In the defined contribution pension plan, contributions of the employers are combined with
employee contributions and invested in income earning instruments for the benefit of plan
participants. Any county, municipality, or special district of the State of Colorado may, with the
consent of the Association, become a member of the Association and participate in the plan by
adopting it for its officers and employees. Employees and officers of association members are
required to participate in the plan after the completion of one year of service, but participation is
optional for all elected officials. Pagosa Area Water and Sanitation District requires employee
participation upon employment; elected officials do not participate in their plan.

This retirement benefit is available to all employees and is funded by a 6% contribution from the
District. The District reports their contribution on behalf of the employee subject to FICA and
Medicare taxes; the balance is not subject to FICA and Medicare taxes.

Net earnings or losses are allocated