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a certifiedpublic accounting and consultingfirm

Independent Auditor's Report

The Governing Body
Durango West Metropolitan District No. 1

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Durango West Metropolitan
District No. 1 (the "District"), as of and for the year ended December 31, 2019, and the related notes to
the financial statements, which collectively comprise the District's basic financial statements as listed in
the table of contents.

Management's Responsibilityfor the Financial Statements

The District's management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes 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.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's Judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purposeof expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriatenessofaccounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, based on our audit, the financial statements referred to above 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 infonnation of the District, as of December 31, 2019, 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.

pa box 1173 203 east oak St. lamar, Colorado 81052 (719)336-7428 (719)336-2982



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and required budgetary comparison information be presented to supplement the
basic financial statements. Such 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. We have applied certain limited proceduresto the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other 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 other supplementary information including the
non-major fund financial statements and the budget to actual information for the non-major and enterprise
funds are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The other supplementary 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. 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 by us. In our opinion, the
other supplementary information is fairly stated in all material respects in relation to the basic financial
statements as a whole.
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MANAGEMENrS DISCUSSION AND ANALYSIS

Management of Durango West Metropolitan District No. 1 (the District) offers readers of our
financial statements the following narrative overview and analysis of our financial activities for the
year ended December 31, 2019.

Management's analysis provides a summary of the District's financial position and shares
additional information on the District's activities for the year ended December 31, 2019. The
financial statements are an integral part of this analysis and are contained within this document.

FINANCIAL HIGHLIGHTS

1. The District's net position totals $1,740,131
2. Operating expenses of $756,968 were more than program revenues of $731,748 by

$25,220.
3. General revenues total $173,358.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements consist of four parts: 1) management's discussion and analysis, 2) basic
financial statements, 3) required supplementary information 4) other supplementary information
potentially helpful to readers

BASIC FINANCIAL STATEMENTS

This discussion and analysis are included as an introduction to the Durango West Metropolitan
District No. 1's basic financial statements. The District's basic financial statements are comprised
of two components: 1) government-wide financial statements, 2) fund financial statements. This
report also contains other supplementary information in addition to the basic financial statements.

Government-wide financial statements: The government-wide financial statements are
designed to provide 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 activities and the business-type activities.

The statement of net position (see page 1) presents information on the District's assets, liabilities,
and deferred inflows with the difference between the three reported as net position. Over time,
annual increases or decreases in net position may serve as an indicator of whether the financial
position of the District is improving or deteriorating.

The statement of activities (see page 2) 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 by recording as of the date the underlying event gave rise to the change in
assets or liabilities, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in the government-wide statements for some items that will only result in cash flows
in future fiscal periods. Looking at financial statements to compare annual activities for
approximately 3-years will usually provides the most accurate assessment of financial stability.

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 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.
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.

Durango West Metropolitan District No. 1 has two governmental funds: The General Fund and
the Conservancy Trust (Lottery) Fund. The District considers both of these funds important to
financial statement uses and has presented them as major funds.

Proprietary Funds: Proprietary fund accounting uses the same basis of accounting as private-
sector business enterprises. 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 in both the proprietary funds financial
statements and government-wide funds financial statements. The District has three enterprise
funds: The Water Fund, the Sewer Fund and the Wastewater Fund which use proprietary fund
accounting.

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.

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

The statement of revenues, expenses and changes in fund net position reports the operating
revenues and expenses and non-operating revenues and expenses of the District's two enterprise
funds for the year; the operating income (loss) is combined with any capital contributions and
transfers to determine the change in net position for the fiscal year.

The statement of cash flows reports cash and cash equivalent activities of the two enterprise
funds for the fiscal year resulting from operating activities, non-capital and related financing
activities, capital and related 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.

Other information: The District adopts an annual appropriated budget for each of its funds.
Budgetary comparison schedules have been provided for the General Fund and the Lottery Fund
as required supplementary information in the financial statements. The schedules of revenues
and expenses, budget to actual for the Water Fund, Sewer Fund and Wastewater Fund are
presented as supplementary information.



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:

1. Growth pays its own way
2. Debt service is funded from property taxes, special assessments, user fees
3. Administration and operations are funded from user fees.

Day-to-Day Operational Control of the District

For operational control, the District has segmented its budget into 5 categories: General Fund,
Conservancy Trust (Lottery) Fund, Water Fund, Sewer Fund and Wastewater Fund. This allows
the District to easily track its operations.

The General Fund is used to account for roads, fees, trash and general administration. The major
sources of revenue are monies collected for administrative, roads, and common area fees. In
2019, the General Fund's revenues from user fees was $155,691.

At December 31, 2019, the La Plata County Treasurer was holding $93,960 for prior collected tax
assessments, pending the District's submittal of the 2018 audit which was due June 30, 2019, but
not submitted until early 2020. These funds were released in fiscal year 2020, bringing the District
current on outstanding audits due.

The Lottery Fund is designated to receive and hold state lottery funds which can only be used for
parks and recreation projects. At December 31, 2019, $11,808 was being held. These funds
were also released to the District in 2020.

The District operates its water and sewer funds as self-supporting enterprises. Revenues
received from user fees are lower than expected the day-to-day operating expenses in the water
fund, which has been supplemented from sewer and general funds. The total revenues of
enterprise funds covered the expenses in 2019. During 2019, the District received $500,966 in
user fees against expenses of $497,594 for water, sewer and wastewater enterprise operations.

Government-wide Financial Analysis

The following tables present condensed 2018 and 2019 financial information for the District.

Table A is a summary of the statement of net position. The District's position (the difference
between assets, liabilities and deferred inflows) are one way to measure the financial health of
the District. Increases or decreases in the District's net position 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.

Table B shows revenues, expenses, and changes in net assets for 2018 and 2019.

Table A shows that the District's net position has decreased. Total restricted net position of
$6,279 is restricted for Tabor. Unrestricted net position increased from $669,931 in 2018 to
$688,807. This unrestricted net position is available for future appropriations. Net position
invested in capital assets decreased by $39,395 from 2018. Net position invested in capital assets
indicates net position that is not available for future appropriations. This decrease is primarily due
to the fact that the District purchased two lots to invest in development improvements, but the
District did not build improvements on either property in 2019. The other primary factors causing
a net decrease in position are depreciation of the District's fixed assets.
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Table B shows an operating loss of $25,220 for 2019. This is a decrease of $201,196 from 2018.
This decrease is primarily due to the fact that in 2019, the District's decreased investment in fixed
assets and property inventory.

An examination of Table B shows that the District's change in net position in the governmental
activities decreased by $85,268 from 2018 to 2019. This decrease is due to the fact that in 2019,
the District did not receive grant funds. User fees decreased slightly due to the loss of monthly
fees for now empty lots that are planned to be replaced with newly constructed housing. In 2019,
operating expenses increased to pay for additional auditing fees to bring the audits current.

The change in net position in the business-type activities increased by $61,913 from 2018 to
2019.

TABLE A

CONDENSED STATEMENT OF NET POSITION

Governmental Activities Business Type Activities Total

2019 2018 2019 2018 2019 2018

Current assets $ 341,992 $ 452,459 $ 381,575 $ 277,326 $ 723,567 $ 729,785

Internal balances $ (189,837) $ (274,371) $ 189,839 $ 274,371 $ 2 $ -

Non-current assets $ - $ -

Capital assets, net of $ - $ -

Accumulated depreciation $ 593,134 $ 642,850 $ 852,937 $ 859,091 $ 1,446,071 $ 1,501,941

Total Assets $ 745,289 $ 820,938 $ 1,424,351 $ 1,410,788 $ 2,169,640 $ 2,231,726

Current liabilities $ 25,982 $ 16,363 $ 9,956 $ 33,274 $ 35,938 $ 49,637

Notes payable $ - $ - $ - $ - $ - $ -

Current Bonds $ 25,000 $ 25,000 $ 25,000 $ 25,000

Accrued Interest $ 1,071 $ 1,106 $ 1,071 $ 1,106

Long Term Bonds $ - $ - $ 367,500 $ 392,500 $ 367,500 $ 392,500

Total Liabilities $ 25,982 $ 16,363 $ 403,527 $ 451,880 $ 429,509 $ 468,243

Deferred property taxes $ - $ -

Net position;

Invest in capital assets $ 593,134 $ 642,850 $ 451,911 $ 441,590 $ 1,045,045 $ 1,084,440

Restricted $ 6,279 $ 9,112 $ - $ - $ 6,279 $ 9,112

Unrestricted $ 119,894 $ 152,613 $ 568,913 $ 517,318 $ 688,807 $ 669,931

Total net position $ 719,307 $ 804,575 $ 1,020,824 $ 958,908 $ 1,740,131 $ 1,763,483



TABLE B

CONDENSED STATEMENT OF ACTIVITIES

Governmental Activities Business Type Activities Total

2019 2018 2019 2018 2019 2018

Program revenue

Charges for Services $ 155,691 $ 185,460 $ 500,966 $ 506,387 $ 656,657 $ 691,847

Grants and contributions $ 17,667 $ 16,499 $ 57,424 $ 25,637 $ 75,091 $ 42,136

Total program revenue $ 173,358 $ 201,959 $ 558,390 $ 532,024 $ 731,748 $ 733,983

Total operating expenses $ 259,014 $ 310,849 $ 497,954 $ 649,550 $ 756,968 $ 960,399

Operating income (loss) $ (85,656) $ (108,890) $ 60,436 $ (117,526) $ (25,220) $ (226,416)

General revenues

Sale of Assets $ - $ 23,372 $ - $ 23,372

Earnings on investments $ 388 $ 340 $ 1,477 $ 1,249 $ 1,865 $ 1,589

Adjustment to Fixed Assets $ - $ 8,269 $ - $ - $ - $ 8,269

Total general revenues $ 388 $ 31,981 $ 1,477 $ 1,249 $ 1,865 $ 33,230

Change in net position $ (85,268) $ (76,909) $ 61,913 $ (116,277) $ (23,355) $ (193,186)

Beginning net position $ 804,575 $ 881,484 $ 958,914 $ 1,075,185 $ 1,763,489 $ 1,956,669

Ending net position $ 719,307 $ 804,575 $ 1,020,824 $ 960,157 $ 1,740,131 $ 1,796,713

BUDGETARY HIGHLIGHTS

The budgetary comparison schedules for the General Fund and the Lottery Fund are Included in
the required supplementary information. The General Fund budgeted to spend $628,100 and
actually spent $209,298. This variance is due primarily to the budget for construction of housing
units in 2019 that were not built. The Lottery Fund budgeted to spend $0 and spent $0.
The budgets for the proprietary funds, the Water Fund, the Sewer Fund and the Wastewater Fund,
are in other supplementary information. The Water Fund budgeted to spend $266,220 and spent
$240,902; The Sewer Fund budgeted to spend $235,268 and spent $199,947. The Wastewater
Fund budgeted $102,814 for 2019 and spent $99,428. Budgeted expenses in the water and
sewer funds included an allowance for unanticipated expenses.

DEBT ACTIVITIES

At the end of 2018, the District had outstanding General Obligation debt of $50,000 for
construction of 130 Forest. The debt was paid in full and retired in 2019. The District has an
operating line of credit specifically set up for neighborhood improvement related development
expenses in the amount of $150,000. The outstanding balance at the end of 2019 was $0.

Wastewater Treatment Bonds. A new 15-year revenue bond loan for $900,000.00 from a local
bank was approved by the Districts and secured at a fixed interest rate in 2017. District No. 2 is
the primary responsible party on the debt, which is paid with monthly user fees from District 1 and
District 2, but the Districts equally split the plant revenues, expenditures, and liabilities. This
placed District 1 with a beginning debt amount of one-half of the $900,000, the amount of
$450,000 in principal balance of the total revenue bond loan. An Intergovernmental Agreement
between District 1 and District 2 for the jointly owned wastewater plant governs the terms, under
which both Districts approved increasing fees charged to each user to cover treatment plant
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upgrades. The joint wastewater fund covers debt payments, ongoing wastewater plant
improvements, daily operations, and included an increase in budgeted operational expenses to
maintain the plant at higher standards. At the end of 2019 there was a current bond balance of
$25,000, and a long-term bond balance of $367,500.

FUTURE CAPITAL IMPROVEMENTS

Recreation: As noted in previous years the District built a full-size doubles tennis court and
college/professional sized basketball court that can also be split for two smaller >2 court games.
The basketball court has been a success, but unfortunately, one corner section of the tennis
courts experienced a major soil shift in 2016, causing the tennis court to begin sinking on one
side and end. The District's insurance did not cover the damage due to policy exclusions for soils
failures. Per geotechnical experts, soil failures were caused by two exceptionally dry winters,
followed by exceptionally wet spring in years 2015 and 2016. This caused separation of soil
layers at deep levels. With the soil failure, the corner of the tennis courts dropped off into a hole
approximately 30 feet in depth. The soils shift extended to a length of approximately 50 yards to
the east beyond the court construction and outside of the platted recreational parcel. The District
performed mitigation construction of an 8-10-foot-deep retaining wall against a naturally large cliff
as the most economical recommendation to try. The District did not go further to re-pour the
damaged concrete until allowing time to assess soil stability. There are no guarantees on any of
the mitigation options, but the only mitigations that could be guaranteed by soil experts would
exceed practicality, with costs between $250,000-$500,000, which are much higher than the
District's financial abilities and value of basketball and tennis courts. The Department of Local
Affairs (DOLA) planned a site visit in 2018, but this was postponed until spring, 2019. When
DOLA visited they indicated there is a good chance financial assistance options that could be
applied for after safety and drainage mitigations are complete. DOLA requested the District obtain
a current geotechnical study to plan on the best method for repairing the courts. During the
meeting with DOLA representatives, both the District and DOLA determined that reducing the
tennis court size to redesign the courts into multiple pickle ball courts would likely be the least
expensive and most practical alternative to trying to brace the full courts from future failure. The
park project will be fully evaluated in 2019 and 2020, with mitigation work to begin in 2020.

The District purchased a new snow plow and truck in 2019.

Future capital purchases are planned for building homes on district owned property.

Wastewater Treatment: The wastewater treatment plant fund performed major improvements
during 2018 and 2019. The 900,000-revenue bond loan was used to make improvements to meet
stricter ammonia discharge standards. The majority of funds were spent on sludge removal due
to years of build-up. District 2 manages the plant and handles daily operations but had failed to
perform regular sludge removal in the lagoons. District 2 did not allow District 1 to be involved in
operations and improvement decisions until 2015 when a new Intergovernmental Agreement was
reached, requiring the Districts to form a special committee that would involve licensed
wastewater operators from each District, the general managers of each District, and one board
member from each District. This committee would be able to meet regularly without scheduling
10 board members and staff from both Districts, and the hope was that District 1 would be able
to contribute and participate more in the decisions regarding operations, funding, and expenses
of the wastewater plant. A spirit of true joint ownership was the goal of District 1 and the new
committee has successfully met several times and working well to advise and keep each District's
board members informed. The wastewater committee has successfully worked together to adhere
to better monitoring and maintenance to ensure regular Districts have agreed to adhere to better
monitoring and regular maintenance to ensure sludge removal is done earlier as needed, and
maintenance items are not deferred. We do not anticipate capital expenditures should be needed
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in the wastewater fund for the next two-three years. The District will undertake sewer linecleaning
as is normally completed each year by splitting up the subdivision into three areas on a three-
year cleaning and inspection cycle. There is a large sag in the main sewer line leading to the
treatment plant within the easement east of District 1. The District has been successful with
annual cleaning but plans to replace a section of the pipe to reduce future maintenance costs.

Fire Safety: The District has implemented performing more annual fire mitigation for many years
as drought conditions have increased in our area. The District would very much like to invest in
a burner unit of some type as removal of fire fuel is the most expensive portion of performing
mitigation. Downed oak brush and smaller trees can be chipped; however, there are still large
amounts of leaves, pine needles, and smaller stick fire fuel that would be the least expensive and
safest method of removal ifwe could burn a few times each year. The District took on beetle kill
inspections in the year 2019 and performed a bulk project to help the District and individual
homeowners remove dead or dying trees for less financial outlay. The residents participated in
helping to keep the neighborhood safer and were allowed to reimburse the District for their
portions of costs. Portable burn units are preferable to the District at this time rather than trench
burners due to storage ability and these enclosed burn units have high quality scrubbers that work
substantially better than trench burners for air quality. Unfortunately, the enclosed portable burn
units cost approximately $100,000; thereby needing a grant or a combined ownership with other
entities to become affordable for District 1.

Water Distribution Facilities: No major work is planned on water infrastructure except for valve
cleaning and mapping services. The District needs to install a few meters outside into pits, and
several valves need to be replaced to be fully operational. Funds are not available to perform all
the work we desire, but these projects are more tied to deferred maintenance and would not likely
be considered capital improvements. The District is open to adopting a formal water maintenance
schedule based on a full engineering assessment to determine and respond to conditions of the
water system assets due to an aging infrastructure.

Road System: The District spent approximately $85,000 on road repairs and maintenance in
fiscal year 2019. The roads are in fair condition, but must be maintained. Drainage issues need
to be addressed which will require concrete curb and gutter work and some overlay work. This is
a large scope project and unlikely can be handled at one time unless a new bond were issued
due to the high costs of curb replacements and drainage designs. It is possible the voters may
wish to authorize a future bond to pay for roads as having a good road system is typically desired
by the public, thereby increasing the chances for favorable spending approvals when it comes to
roads. Each year the District assesses road conditions and performs maintenance within our
budget. Keeping moisture out is a continual battle due to the mountain terrains and freeze/thaw
cycles experienced for much of the year with cold nights. The District's last road bond was paid
off in 2016 and was a 10 year general obligation bond.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The board of directors and the management of Durango West Metropolitan District No. 1 consider
many factors when they set the budget for 2019. User fees and growth, were evaluated and
considered before a final budget was adopted. Initial estimates show increases and decreases
as follows for the 2019 budget year.
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGETED EXPENDITURES

2019 2020 Increase

Budget Budget (Decrease)

General Fund $628,100 $306,250 (321,850)
Lottery Fund 0 0 0

Water Fund 266,220 263,320 (2,900)
Sewer Fund 235,268 214,768 (20,500)
Wastewater Fund 102,925 100,575 (2,350)

Because the board did not budget to build a house in 2020, it is likely the budget for 2020 will be
amended ifdevelopment for housing improvements moves forward. Outside accounting services
were added to help with bookkeeping and separation of duties. The District is now current with
audit filings and has done well with keeping up with current accounting needs.

The water fund decreased expenditures due to a reduction in capital expenditures. Allocations of
payroll expenses are generally allocated equally among the three main funds.

The sewer fund also decreased the expenditures budget. The water and sewer enterprise funds
received allocations for sharing administrative and labor expenses.

The wastewater fund is stabilized now that the capital projects from the 2017 revenue bond are
complete. The budget covers normal operational costs and includes funding to build reserve
amounts to begin saving for regularly scheduled sludge removal.

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. The annual audits demonstrate the District's
accountability for the monies it receives and spends. If you have any questions concerning this
report, or if you have inquiries for additional information, please contact Janet Anderson, District
Manager of the Durango West Metropolitan District No. 1. The mailing address for the District is
119 Holly Hock Trail, Durango, Colorado 81303. The District Manager may also be reached at
(970) 259-4267, (970) 946-2310, dw1@mvduranao.net.
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Durango West Metropolitan District No. 1
Statement of Net Position

December 31,2019

Governmental Business-type
Activities Activities Total

ASSETS

Cash and cash equivalents $ 174.047 $ 293.401 S5 467.448

Receivables 11.897 88.174 100.071

Internal Balances (189.837) 189.839 2

Due from other governmental agencies 15.025 - 15.025

Inventories 141.023 - 141.023

Capital Assets:
Collection, treatment, transmission, and distribution 106.300 2.029.720 2.136.020

Land and buildings 283.281 47.140 330.421

General equipment 132,307 - 132.307

Vehicles 8,661 53.043 61.704

Roads 1.337.773 - 1.337.773

Less: Accumulated depreciation (1.275,188) (1.276.966) (2.552.154)

Total Capital Assets 593,134 852.937 1.446.071

Total Assets 745.289 1.424.351 2.169.640

LIABILITIES

Accounts payable and accrued expenses 25.982 9.956 35.938

Long-term liabilities
Due within one year

Bonds payable - 25.000 25.000

Accrued interest - 1.071 1.071

Due in more than one year
Bonds payable - 367.500 367.500

Total liabilities 25.982 403.527 429.509

NET POSITION

Net investment in capital assets 593.134 451.911 1.045.045

Restricted for:

TABOR 6.279 - 6.279

Unrestricted 119.894 568.913 688.807

Totalnet position S 719.307 :S 1.020.824 35 1.740.131

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. I
Statement of Activities

For the Year Ended December 31, 2019

Net (Expense) Revenue and Changes in Net Position
Program Revenue Primary Government

Functions/Programs Expenses

Charges for

Services

Operating Grants

and Contributions

Capital Grants and

Contributions

Governmental

Activities

Business-type

Activities Total

Primary government
Governmental Activities

General Government

Culture and Recreation

S 259,014 S 155,691 S 15,140
2,527

S S (88,183)
2,527

$ - S (88,183)
2,527

Total governmental activities 259,014 155,691 17,667 - (85,656) - (85,656)

Business-type activities:
Water Fund

Sewer Fund

Wastewater Fund

232,241

191,285
74,428

196,356
186,806
117,804 57,424

-

-

(35,885)
(4,479)

100,800

(35,885)
(4,479)

100,800
Total business-type activities 497,954 500,966 57,424 - - 60,436 60,436

Total primary government 756,968 656,657 75,091 - (85,656) 60,436 (25,220)

General revenues:

Taxes:

Unrestricted investment earnings 388 1,477 1,865
Total general revenues, special items, and transfers 388 1,477 1,865

Change in net position

Net position - beginning

(85,268)

804,575

61,913

958,914

(23,355)

1,763,489

Net position - ending S 719,307 S 1,020,824 S 1,740,131

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1
Balance Sheet

Governmental Funds

December 31, 2019

Other Total

Governmental Governmental

General Funds Funds

ASSETS

Cash and cash equivalents $ 172,687 $ 1,360 $ 174,047
Accounts receivable 11,897 - 11,897
Due from other funds 31,168 - 31,168
Receivable from other governments 3,217 11,808 15,025
Inventories 141,023 - 141,023

Total assets 359,992 13,168 373,160

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable 25,230 - 25,230

Due to other funds 189,679 31,326 221,005

Other accrued expenses 752 - 752

Total liabilities 215,661 31,326 246,987

Fund balances:

Reserved for:

Other purposes—TABOR 6,279 - 6,279

Unassigned 138,052 (18,158) 119,894

Total fund balances 144,331 (18,158) 126,173
Total liabilities and fund balances $ 359,992 $ 13,168 $ 373,160

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position

December 31, 2019

Total fund balance, governmental funds $ 126,173

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 this fund financial statement, but
are reported in the governmental activities of the Statement of Net Position. 593,134

_$ 719,307
Net Position of Governmental Activities in the Statement ofNet Position

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended December 31, 2019

Other Total

Governmental Governmental

General Funds Funds

REVENUES

Intergovernmenta1 $ 15,140 $ 2,527 $ 17,667

Charges for services 144,614 - 144,614

Investment earnings 388 - 388

Miscellaneous 11,077 - 11,077

Total revenues 171,219 2,527 173,746

EXPENDITURES

Current:

General government 111,437 - 111,437

Public safety 5,194 - 5,194

Personal and benefits 74,837 - 74,837

Capital outlay 17,830 - 17,830

Total Expenditures 209,298 - 209,298

Excess (deficiency) of revenues over
expenditures (38,079) 2,527 (35,552)

SPECIAL ITEM

Proceeds from sale of assets - - -

Net change in fund balances (38,079) 2,527 (35,552)

Fund balances - beginning 182,410 (20,685) 161,725

Fund balances - ending $ 144,331 $ (18,158) $ 126,173

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1

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, 2019

Net change in fund balances- total governmental funds; $ (35,552)

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 outlayof $17,830 was less than depreciation of
$67,546 in the current period. (49,716)

Change in net position of governmental activities $ (85,268)

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1
Statement of Net Position

Proprietary Funds
December 31, 2019

ASSETS

Current assets:

Cash and cash equivalents

Accounts Receivable, net

Due from other funds

Other receivables

Total current assets

Non-current assets:

Capital Assets:

Land

Infrastructure

Utility System

Vehicles

Less Accumulated depreciation

Total non-current assets

Total assets

LIABILITIES

Current Liabilities:

Accounts payable
Salaries payable
Accrued interest payable

Due to other ftinds

Bonds payable
Total current liabilities

Non-current liabilities:

Bonds, notes and loans payable
Total non-current liabilities

Total liabilities

NET POSITION

Net Investment in capital assets

Unrestricted

Total net position

Water Fund Sewer Fund

Wastewater

Fund Total

$ - $ $ 293,401 S 293,401
43,823 43,020 - 86,843

- 398,668 - 398,668
1,331 - - 1,331

45,154 441,688 293,401 780,243

47,140 47,140

73,640 94,875 - 168,515

770,430 275,676 815,099 1,861,205

26,521 26,522 - 53,043

(640,662) (273,513) (362,791) (1,276,966)

229,929 123,560 499,448 852,937

275,083 565,248 792,849 1,633,180

11,721 (6,597) 2,690 7,814

1,072 1,070 - 2,142

- - 1,071 1,071

208,830 - - 208,830

- - 25,000 25,000

221,623 (5,527) 28,761 244,857

367,500 367,500

- - 367,500 367,500

221,623 (5,527) 396,261 612,357

229,928 123,560 98,423 451,911

(176,468) 447,215 298,166 568,913

$ 53,460 $ 570,775 !$ 396,589 $ 1,020,824

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. 1

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds

For the Year Ended December 31, 2019

Wastewater

Water Fund Sewer Fund Fund Total

REVENUES

Charges for services IB 188,413 $ 186.806 $ 117,804 $ 493,023
Lease income 7,943 - - 7,943

Total operating revenues 196,356 186,806 117,804 500,966

OPERATING EXPENSES

Personal services 52,198 52.198 9,776 114.172

Contractual services 19,506 19.506 13.921 52.933

Utilities 9.532 - 11.183 20.715

Repairs and maintenance 7.016 5.942 4,195 17,153

Other supplies and expenses 3,655 97.953 2.836 104,444

Miscellaneous expenses 10.959 80 3.031 14,070

Insurance claims and expenses 6.265 6.265 88 12.618

Water purchases 108.440 - - 108.440

Depreciation 14,670 9.341 16.474 40.485

Total Operating Expenses 232.241 191.285 61.504 485,030

Operating income (loss) (35,885) (4.479) 56,300 15,936

NON-OPERATING REVENUES (EXPENSES)

Interest income - - 1.477 1,477

Grant income - - 57.424 57,424

Interest expense - - (12.924) (12,924)

Total non-operating revenue (expenses) - - 45.977 45.977

Income (loss) before contributions and transfers (35,885) (4,479) 102.277 61,913

Change in net position (35,885) (4,479) 102.277 61,913

Total net position - beginning 89,345 575,254 294,312 958,911

Total net position - ending !B 53,460 $ 570,775 $ 396,589 $ 1,020,824

The accompanying notes to financial statements
are an integral part of these statements.
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Durango West Metropolitan District No. I
Statement of Cash Flows

All Proprietary Funds
For the year ended December 31,2019

Water

Fund

Sewer

Fund

Wastewater

Fund Totals

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash Received from Charges for Services $ 182,426
Cash Payments to Suppliers for Goods & Services (169,996)
Cash Payments for Salaries & Benefits (52,846)
NET CASH PROVIDED (USED) BY

OPERATING ACTIVITIES (40,416)

$ 172,689

(146,635)

(52,848)

(26,794)

$ 117,804

(34,061)

(9,776)

73,967

$ 472,919

(350.692)

(115,470)

6,757

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

(Increase) Decrease in Due From Other Funds 40,416

Grant received

26,794

57,424

67.210

57.424

NET CASH PROVIDED BY

NONCAPITAL FINANCING ACTIVITIES 40,416 26,794 57.424 124,634

CASH FLOWS FROM CAPITAL & RELATED FINANCING ACTIVITIES:

Acquisition of Property, Plant, & Equipment
Fiscal charges paid

Principal paid on bonds

- (17,099)

(12,828)

(25,000)

(17.099)

(12.828)

(25.000)

NET CASH PROVIDED (USED) BY CAPITAL

AND RELATED FINANCING ACTIVITIES (54,927) (54,927)

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest Received on Investment 1,477 1.477

NET CASH PROVIDED BY INVESTING ACTIVITIES - 1.477 1,477

NET INCREASE (DECREASE) IN

CASH & CASH EQUIVALENTS
-

77,941 77,941

Cash & Cash Equivalents:
Beginning of Year 215.460 215,460

End of Year $ $ S 293.401 S 293,401

The accompanying notes to financial statements
arc an integral part of these statements.
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Durango West Metropolitan District No. 1
Statement of Cash F'lows

All Proprietary Funds
For the year ended December 31,2019

(continued)

Water

Fund

Sewer

Fund

VVastewater

Fund Totals

RECONCILIATION OF OPERATING

INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:

Operating Income (Loss)

Adjustmentsto Reconcile Operating Income
To Net Cash Provided by Operating Activities:

Depreciation

Change in Assets and Liabilities:

(Increase) Decrease in Accounts Receivables

(Increase) Decrease in Prepaid expenses
Increase(Decrease) in Salaries Payable
Increase(Decrease) in Accrued Expenses
Increase (Decrease) in Accounts Payable
NET CASH PROVIDED (USED) BY

OPERATING ACTIVITIES

$ (35.885) $

14,670

(13.930)

(648)

(4.623)

(4.479) $

9,341

(14,117)

(650)

(16,889)

56.300 $ 15.936

Analysis of cash:
Cash and Cash Equivalents
TOTAL

$ (40,416) S (26,794) $

The accompanying notes to financial statements
are an integral part of these statements.
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16,474

1,735

(35)

(507)

73.967

293.401

40.485

(28.047)

1.735

(1.298)

(35)

(22.019)

6,757

$ 293.401
$ 293.401 $ 293.401



Durango West Metropolitan District No. 1
Notes to the Financial Statements

December 31, 2019

Note 1 Definition of Reporting Entity

The Durango West Metropolitan District No. I (the District) was created on July 20,
1978, pursuant to the provisions of the Colorado Revised Statutes as applicable to special
districts. As such, the District's board of directors is the governing authority and the
District provides a complete water and sewage system for its constituents, along with
road maintenance and snow removal.

The reporting entity consists of the District and, if applicable, organizations for which the
District is financially accountable. The District is considered financially accountable for
legally separate organizations if it is able to impose its will on that organization or there
is a potential for the organization to provide specific financial benefits or impose specific
financial burdens on the District. Consideration is also given to including other
organizations in the reporting entity if they are considered fiscally dependent or exclusion
from the District's financial statements would render those financial statements

misleading.

Based on these criteria, no potential component units have been included in the District's
reporting entity, nor is the District a component unit of another entity.

Note 2 Summary of Significant Accounting Policies

The financial statements of the District have been prepared in accordance with generally
accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The
more significant of the District's accounting and reporting principles and practices are
described below.

Government-Wide and Fund Financial Statements

The basic financial statements include both government-wide (based on the District as a
whole) and fund financial statements. The government-wide financial statements, which
include the statement of net position and the statement of activities, report infonnation on
all the activities of the District. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported
by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.
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The government-wide statement of activities demonstrates the degree to which the direct
expenses of a functional category or activity are offset by program revenues. Direct
expenses are those that are clearly identifiable with a function or activity. Program
revenues include (1) charges to customers or applicants who purchase, use or directly
benefit from goods, services or privileges provided by a given function or activity; (2)
grants and contributions that are restricted to meeting the operational requirements of a
particular function or activity; and (3) grants and contributions that are restricted to
meeting the capital requirements of a particular function or activity. Taxes and other
items not properly included among program revenues are reported instead as general
revenues. The net cost by function or business-type activity is normally covered by
general revenue such as property taxes or other unrestricted revenues.

Separate fund financial statements are provided for governmental funds and proprietary
funds. Major individual governmental funds and major individual enterprise finds are
reported in separate columns. The government-wide focus is more on the sustainability
of the district as an entity and the change is aggregate financial position resulting from
the activities of the fiscal period. The focus of the fund financial statements is on the
major individual funds of the governmental and business-type categories. Each
presentation provides valuable information that can be analyzed and compared to
enhance the usefulness of the information.

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 fund financial
statements for the proprietary funds. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of the related cash
flows. Property taxes are recognized as revenues in the year for which they are levied,
while grants and similar items are recognized as revenue when all eligibility requirements
are met. 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.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Revenues are considered
available when they are eollected within the current period or soon enough thereafter to
pay liabilities of the eurrent period. For this purpose, the District considers revenue to be
available if collected within 60 days of the end of the fiscal year. Expenditures generally
are recorded when a liability is incurred as is the case with accrual accounting. However,
debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, if any, are recorded only when the liability has matured and
payment is due. General capital asset and acquisitions are reported as expenditures in
governmental funds while proceeds of long-term debt and acquisitions under eapital
leases are reported as other financing sources.
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Property taxes, grant and entitlement revenues, interest and charges for services are
considered revenues susceptible to accrual. Contributions and miscellaneous revenue are
recorded as revenues when received in cash because they are not generally measurable
until received in cash. In applying the susceptible to accrual concept to
intergovernmental revenues, the legal and contractual requirements of the individual
programs are used as guidance. Generally, entitlements and shared revenues are recorded
at the time of receipt or earlier if the accrual criteria are met.

Business-type activities and all proprietary funds are accounted for using the flow of
economic resources measurement focus. With this measurement focus, all assets and
liabilities associated with the operation of these funds are included on the statement of net
position. Proprietary fund-type operating statements present increases (revenues) and
decreases (expenses) in total not position. Proprietary funds distinguish operating
revenues and expenses from non-operating items. Operating revenues and expenses
generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operation. The principal
operating revenues of the District's water, sewer and wastewater funds are charges to
customers for sales and services. Operating expenses for the enterprise funds include the
cost of sales and services, administrative expenses and depreciation of capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues
and expenses.

Governmental Funds

The District reports the following major governmental funds:

• The general fund is the primary operating fund of the District and is always
classified as a major fund. The general fund is used to account for all financial
resources of the District except those required to be accounted for in a separate
fund. Major revenue sources include property taxes, along with charges for
services. Primary expenditures include general government and public services.

Proprietarv Fund Tvpes

The following is a description of the major proprietary funds of the District:

• The water fund accounts for the operation of the District's water system.
Activities of the fund include operation and maintenance of the water system.
Costs are financed

• The sewer fund accounts for the operation of the District's sewer system.
Activities of the fund include operation and maintenance of the system. Costs
are financed through charges for services to users and rates are reviewed
regularly and adjusted as necessary.

• The wastewater fund is the newest fund for the District. On May 28, 2015,
Durango West Metropolitan District No. 1 signed an intergovernmental
agreement and service contract with Durango West Metropolitan District No. 2
(DWMD#2). The two districts each own 50% of the wastewater treatment plant
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and effective May 28, 2015, each district accounts for 50% of the operations on
their respective financial statements.

Cash and Cash Equivalents

Cash and cash equivalents consists of interest and non-interest bearing demand deposits
and Colorado Local Government Liquid Asset Trust (COLOTRUST) investment pool.
The District's investments in the COLOTRUST investment pool are not reported at
amortized cost because COLOTRUST is an external investment pool that is not
registered with the SEC as an investment company, but has a policy that it will and does
operate in a manner consistent with the SEC's Rule 2a7 of the Investment Company Act
of 1940. Rule 2a7 allows SEC-registered mutual funds to use amortized cost rather than
market value in computing share prices if certain conditions are met. The regulatory
oversight for the COLOTRUST pool rests with the Colorado Securities Commission and
the fair value of the District's investments in the COLOTRUST investment pool is the
same as the value of the pool shares.

For purposes of the statement of cash flows, all highly liquid investments, if any, with a
maturity of three months or less when purchased are considered cash equivalents.

Inventories

The District, over the years, has allowed mobile homes to be set on various lots. Over
time, some of the mobile homes have deteriorated to the point that the current owner will
not incur the costs to upgrade the property. The District will purchase the lot and mobile
home with the intent of removing the mobile home and building houses for resale.
During 2016, the District purchased three lots, removed the mobile homes, and began
building three new homes.

As of year-end, one of the homes was virtually completed with the other two homes still
under construction.

One of the homes was sold during 2018. The remaining homes are recorded as inventory
in the general fund.

Propertv Taxes

The District will not have a mill for 2016 and future years, so no property tax accruals
will be reflected on the financial statements.

Capital Assets

Capital assets, which include land, roads, infrastructure, utility plant wells and tanks,
transmission and distribution systems and equipment, are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. The District's basic policy for capitalization includes a minimum useful life
of three years and a dollar threshold of $2,500. The criteria for capitalization also
includes (1) increasing the capacity or operating efficiency or (2) extending the useful life
of the asset. These levels and criteria were set so as to maintain a balance between

accountability and managing the costs of recording and tracking these assets. Capital
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assets are recorded at cost or estimated historical cost if purchased or constructed.
Contributed capital assets are recorded at estimated fair value at the lime received.
Normal maintenance and repair that do not add to the value of the asset or materially
extend the useful life of the asset are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of business-
type activities is included as part of the capitalized value of the assets constructed when
material. No interest was capitalized in relation to capital assets and improvements
during the year ended December 31, 2018.

Capital assets of the District are depreciated using the straight-line method over the
following useful lives:

Governmental Business-Type
Activities Activities

Buildings 10-25
Roads 10-25

Infrastructure 40 50

Utility Plant Wells and Tanks - 15-50
Transmission and Distribution - 10-50

Equipment 10 10

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The District has no amounts that qualify as deferred
outflows 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
element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. The government has only one type of item which arises only
under a full accrual basis of accounting that qualifies for reporting in this category.
Accordingly, the item, unavailable revenue, is reported only in the statement of net
position.

Long Term Liabilities

In the government-wide statement of net position and the fund financial statements for
the proprietary funds, long-term obligations are reported as liabilities in the applicable
statement of net position. Bond premiums and discounts are deferred and amortized over
the life of the obligation using the interest method. Bond issue costs are recognized in
the period incurred.
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In the governmental fund financial statements, bond premiums and discounts, as well as
bond issue costs, are recognized during the current period. The face amount of the debt
issue, along with the related discount or premium, if any, is reported as other financing
sources, while debt issue costs are reported as debt service expenditures.

Fund Balances/Net Position

Governmental funds report fund balance classifications based primarily on the extent to
which the District is bound to honor constraints on the specific purposes for which
amounts in the funds can be spent. Fund balance for the District's governmental funds
consists of the following:

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

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

Committed - includes amounts that can only be used for the specific purposes
determined by the passage of a resolution of the District's board of directors.
Commitments may be modified or changed only by the District's board of
directors approving a new resolution.

Assigned - includes amounts intended to be used by the District for specific
purposes that are neither restricted nor committed. Intent is expressed by the
District's manager to which the assigned amounts are to be used for specific
purposes as outlined by the board of directors' approval of a budgetary deficit in
the subsequent year's budget.

Unassigned-i\\\s is the residual classification for the general fund.

In the government-wide and proprietary fund financial statements, net position is
classified in the following categories:

Net investment in capital assets - this classification consists of capital assets
net of accumulated depreciation and reduced by outstanding related debt that is
attributed to the acquisition, construction or improvement of capital assets.

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

Unrestricted net position - this classification represents the remainder of net
position that does not meet the definition of "net investment in capital assets"
or "restricted net position".



Restricted Resources

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

Interfund Transactions

Interfund transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund are recorded as
expenditures/expenses in the reimbursing fund and as a reduction of
expenditures/expenses in the fund that is reimbursed. All other interfund transactions are
reported as interfund transfers.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Note 3 Cash, Cash Equivalents and Investments

Cash, cash equivalents and investments shown on the books are summarized as follows:

Demand Deposits - Unrestricted $ 449,980
Demand Deposits - Restricted 1,361
COLOTRUST - Unrestricted 10,263
COLOTRUST - Restricted 5,848

$ 467,452

Restricted Cash and Investments

Restrictions on cash and investments include a restricted account established to hold

Tabor reserves, an account that holds bond proceeds to be used for road improvement
purposes and two accounts that hold Conservation Trust Fund proceeds in the Lottery
Fund.

Custodial Credit Risk

At December 31, 2019, the carrying amount of the District's deposits was $451,341 and
the bank balance was $451,341. Of the bank balance, $451,341 was covered by federal
deposit insurance. Colorado law requires that depository institutions must apply for and
be designated as an eligible public depository before the institution can accept public
fund monies. The depository institution must pledge eligible collateral as security for all
public deposits held by that institution that are not insured by depository insurance. The
fair value of the collateral that each institution pledges as security must be equal to at
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least 102% of the total uninsured deposits held by that institution. Generally, the eligible
collateral in the collateral pools is held by the depository institution or its agent in the
name of the depository institution.

Custodial credit risk is the risk that in the event of a bank failure, the District's deposits
may not be returned to the District. The District does not have a policy for custodial
credit risk.

Investments

The District is subject to Colorado Revised Statute 24-75-601 which is entitled
"concerning investment in securities by public entities". This statute, among other
things, outlines the type of securities that public entities in Colorado may acquire and
hold as investments. These include U.S. government and agency securities, certain bonds
of political subdivisions, bankers acceptances, commercial paper, local government
investment pools, repurchase agreements, money market funds, guaranteed investment
contracts and U.S. dollar-denominated corporate or bank debt. The statute also includes a
provision limiting any investment to a five year maturity unless the governing body
authorizes a longer period or other exceptions apply. At December 31, 2019, the
District's investments consisted of its COLOTRUST holdings whose fair value
approximates cost and whose investment maturity in years is less than one year. The
year-end value was $ 16,111.

Interest Rate Risk

The District does not have a formal policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk

The District has no investment policy that would limit its investment choices more
strictly than state law. As of December 31, 2019, the District's investment in
COLOTRUST is rated AAAm by Standard and Poor's.

Note 4 Receivables

Receivables at December 31, 2019 consist of the following:

Governmental Activities

Customer Accounts, Current Net of Allowance
Highway User Funds
Department of Local Affairs

Total Receivables
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General Fund Lottery Fund Total

$ 10,140 $ $ 10,140
3,217 - 3,217

- 11,808 11,808

$ 13,357 $ 11,808 $ 25,165



Business-Type Activities

Customer Accounts, Current
Allowance for Uncollectibles

Water Sewer Wastewater
Total

Fund Fund Fund

$ 48,693 $ - $ $ 48,693
(4,869) (4,633) (9,502)

$ 43,824 $ (4,633) $ $39,191

Note 5

Note 6

The receivable from the Department of Local Affairs represents lottery proceeds which
are also being held until the District's audits are current.

Interfund Receivables/Payables and Transfers

The following interfund receivables and payables are included in the individual fund
financial statements at December 31, 2019:

Advances Advances Advances Advances Net

To (From) To (From) To (From) To (From) Advances

General Lottery Water Sewer To (From)
Fund Fund Fund Fund Funds

General Fund $ $ (31,326) $ (208,830) $ 398,667 $ 158,511
Lottery Fund 31,168 - 31,168
Water Fund 208,988 - 208,988
Sewer Fund (398,667) - (398,667)

Total $ (158,511) $ (31,326) $ (208,830) $ 398,667 $

The amounts reported as due from other funds and due to other funds are reflective of the
time lag between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur; (2) transactions are recorded in the accounting system;
and (3) payments between funds are made. All amounts reflected as due from other
funds are expected to be collected in the subsequent year.

The advances due the water and sewer funds were for operating subsidy support,
expected that these advances will be repaid in more than one year.

Tower Lease

It is

On July 30, 2013, the District entered into a lease agreement with Atmos Energy
Corporation (Atmos) to rent them tower and antenna space. The District will receive
monthly rental income of $500 which will be increased by 3% at the yearly anniversary
of the commencement date as long as the lease and/or any renewal terms are in effect. In
addition, there will be an electricity charge of $75 per month. The lease is or a term of 60
months with renewal terms of three additional terms of 60 calendar months.
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Note 7 Capital Assets and Depreciation

Capital asset activity for the year ended December 31, 2019 was as follows:

Governmental Activities

Balance

Beginning

Of Year
Additions\ Deletions\

Balance

End

Of Year

Capital Assets Not Being Depreciated
Landscaping $ 2,430 $ - $ $ 2,430
Survey Fees 1,560 - 1,560
Office Lot 10,000 - 10,000
Park Dirt Work 54,639 - 54,639

Total 68,629 - 68,629

Depreciable Assets
-

Buildings 116,906 - 116,906
Roads 1,337,773 - 1,337,773
Utility Infrastructure 106,300 - 106,300
Park 97,746 - 97,746
Equipment 123,138 17,830 140,968

Total 1,781,863 17,830 1,799,693

Accumulated Depreciation
-

Buildings (70,768) (8,386) (79,154)
Roads (1,028,631) (45,342) (1,073,973)
Utility Infrastructure (45,176) (2,657) (47,833)
Park (6,794) - (6,794)
Equipment (56,273) (11,161) (67,434)

Total (1,207,642) (67,546) (1,275,188)

Net Capital Assets Being Depreciated 574,221 (49,716) 524,505
Net General Fixed Assets $ 642,850 $ (49,716) $ $ 593,134
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Balance

Beginning
Of Year

Business-Type Activities

Additions Deletions

Balance

End

Of Year

Capital Assets Not Being Depreciated
Land $ 47,140 $ - $ $ 47,140

Depreciable Assets
Water Utility Plant - source of supply 182,063 - 182,063
Water Well No. 9 - source of supply 30,000 - 30,000
Water Tank - source of supply 68,408 - 68,408

Total 280,471 - 280,471

Water Transmission & Distribution 563,598 563,598
Sewer Collection and Treatment 370,551 - 370,551
Wastewater Treatment Plant and Equipment 798,091 280,471 1,078,562
Vehicles 35,719 17,322 53,041

Total 2,048,430 297,793 2,346,223

Accumulated Depreciation
Water Source of Supply (176,795) (4,369) (181,164)
Water Transmission and Distribution (434,865) (8,371) (443,236)
Sewer Collection and Treatment (251,500) (7,411) (258,911)
Wastewater Treatment Plant and Equipment (346,316) (16,596) (362,912)
Vehicles (26,883) (3,860) (30,743)

Total (1,236,359) (40,607) (1,276,966)
Net Capital Assets $ 859,211 $ 257,186 $ $ 1,116,397

Depreciation was charged to functions/programs as follows:

$ 49,716
Governmental Activities

Public Services

Business-Type Activities
Water

Sewer

Wastewater

Total
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Note 8 Long Term Liabilities

Balance

January 1
2019 Increases Decreases

Balance

December 3

2019

Due Within

One Year

Business-Type
Activities

Bonds Payable
Series 2017 Waste

Water Bonds $ 417,500 $ $ 25,000 $ 392,500 $ 25,000

Note 9

The above-described obligation is serviced by the District's Wastewater Fund in
conjunction with Durango West Metropolitan District No. 2.

The following is a description of the series 2017 wastewater revenue bond:

$450,000 series 2017 wastewater revenue bond; interest rate of 3.18%;
due in quarterly principal and interest payments ranging from $7,957 to
$35,379 beginning June, 2018 through June, 2032; collateralized by an
irrevocable lien but not necessarily an exclusive lien on the net revenue
of the wastewater system.

The debt service requirements for the series 2018 wastewater revenue bonds

follows:

Year Ending December 31, Principal Interest Total

2020 $ 25,000 $ 12,163 $ 37,163
2021 27,500 11,349 38,849
2022 25,000 10,494 35,494
2023 25,000 15,400 40,400

2024-2028 155,000 76,996 231,996
2029-2032 160,000 24,407 184,407

Total $ 392,500 $ 84,708 $ 477,208

Net Position

Restricted net position represents net position whose uses are subject to constraints that
are either (1) legally imposed by creditors (such as debt covenants), grantors, or laws or
regulations of other governments, or (2) imposed by law through constitutional
provisions or enabling legislation. Restricted net position at December 31, 2019 for
governmental activities is $6,279 which has been restricted for TABOR. This represents
approximately 3% of the District's 2018 fiscal year spending as that term is defined in the
Colorado constitution. Under these provisions of the constitution, this portion of the
District's net position can be used for declared emergencies only and the District must
maintain 3% or more of its fiscal year spending in this restricted account.
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Note 10 Joint Venture

The District's participation in the Colorado Special Districts' Property and Liability Pool
(the Pool) is a joint venture between the Special District Association of Colorado and
various special districts in Colorado. The Pool provides property and general liability,
automobile physical damage and liability, public officials' liability, inland marine, money
and security, and boiler and machinery coverage to its members. Durango West
Metropolitan District No. 1 has not had losses of a material amount in any of the
preceding three years. The District does not know its percentage share of the joint
venture.

The Pool has contracted with other third parties to operate, administer and manage the
Pool. The Pool is responsible for its own budgets. In the event aggregated losses
incurred by the Pool exceeds amounts recoverable from the reinsurance contracts and
capital and surplus accumulated by the Pool, the Pool may require additional
contributions from the Pool members. The Pool issues a publicly available annual
financial report that includes financial statements and supplementary information. That
report may be obtained by calling the Colorado Special District Association at (303) 863-
1733 in the Denver metropolitan area and (800) 866-1733 from outside the metropolitan
area.

Note 11 Risk Management

The District is exposed to various risks of loss related to torts; thefts of, damages to, or
destruction of property; error or omissions; injuries to employees; or acts of God. Risks
of loss from property and liability coverage are covered by the District's participation in
the Colorado Special District's property and liability pool which is a separate
independent governmental public entity risk pool formed through intergovernmental
agreement by member special districts to provide defined liability and property coverage.
The aggregate limit of losses paid by the pool for property claims is limited to $1,000,000
with commercial company reinsurance covering any losses in excess of that amount up to
$3,000,000. All other risks of loss are handled by the purchase of commercial insurance.
In addition, settled claims have not exceeded commercial insurance coverage in any of
the three preceding years.

Note 12 Tax Spending and Debt Limitations - Taxpayers Bill of Rights (TABOR)

In 1992, Colorado voters passed an amendment to the state constitution which contains
several limitations, including revenue raising, spending abilities and other specific
requirements affecting state and local governments. The amendment, which is
commonly known as the Tabor amendment, is complex and subject to judicial
interpretation; however, the District believes it is in compliance with the requirements of
the amendment. In November, 1997, the voters of the District approved the District's
request to retain and spend all revenues and other funds collected from any source. As
such, the fiscal year spending limitations outlines in the amendment no longer apply to
the District, but the District is subject to other provisions of the amendment.
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Note 13 Contingencies and Commitments

Previously, the District entered into an intergovernmental agreement with Durango West
Metropolitan District No. 2 (District No. 2) to construct and operate a wastewater
treatment plant for the residents of both districts. The District agreed to purchase all
wastewater treatment services from District No. 2 and during 2015, the District paid
$60,960 for treatment services. When the loan agreement with Colorado Water
Resources and Power Development Authority was fully paid and satisfied in 2011, the
intergovernmental agreement was amended to include a joint ownership provision of the
wastewater plant; however the amended intergovernmental agreement had an expiration
date of December 31, 2012. The two districts completed and approved a newly amended
intergovernmental agreement on May 28, 2015. Each district now owns one-half of the
treatment plant.

Due to the amount of cash used to buy three lots, demolish the existing structures on
those lots, and pay ordinary and necessary expenses, during November, 2016, it became
apparent that the District would not be able to cash flow the operations and the additional
costs of building three new homes. As a result, the Board, during their November
meeting, authorized the Executive Director to obtain a line of credit with a local bank.
The line cannot exceed $200,000, is to be secured by real estate, with the interest rate to
be determined. Subsequent to year-end, the Executive Director did obtain a line of credit.

As of December 31, 2019, there was a new line of credit in the amount of $200,000. As
of December 31, 2019, no advances were made against the line. The interest rate is
subject to change from time to time based on changes in an independent index. Collateral
is a deed of trust of specific property.
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Required Supplementary Information



Durango West Metropolitan District No. 1
Budget and Actual

General

For the year ended December 31, 2019

Actual Amounts,

Budgetary BasisBudgeted Amounts
Original Final

REVENUES

Intergovernmental $ 17,500 $ 17,500 $ 15,140
Charges for services 443,564 443,564 144,614
Investment earnings - - 388

Miscellaneous 22,250 22,250 11,077
Total revenues 576,314 576,314 171,219

EXPENDITURES

Current:

General government 136,000 136,000 111,437

Public Safety 11,600 11,600 5,194
Personal and benefits 80,500 80,500 74,837

Capital Outlay 350,000 350,000 17,830
Contingency 50,000 50,000 -

Total Expenditures 628,100 628,100 209,298
Excess (deficiency) of revenues over
expenditures (51,786) (51,786) (38,079)

Net change in fund balances (51,786) (51,786) (38,079)
Fund balances - beginning 266,840 266,840 182,410
Fund balances - ending $ 215,054 $ 215,054 $ 144,331
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Durango West Metropolitan District No. 1
Notes to Required Supplementary Information

December 31,2019

Budgets and Budgetary Accounting

Annual budgets are established by the District as required by Colorado law. The budget has been
prepared using the cash basis of accounting, which differs from the modified accrual basis used for
financial statement preparation. Reconciliations, if necessary, between the budget basis and generally
accepted accounting principles (GAAP) are presented on the face of the budget comparison schedules.

Expenditures may not legally exceed appropriations at the fund level. After budget approval, the
District's Board of Directors may approve supplemental appropriations if an occurrence, condition, or
need exists that was not known at the time the budget was adopted. No supplemental appropriations were
made for 2019.

On or before October 15 of each year, the District's budget officer must prepare and submit a proposed
budget to the Board for the next fiscal year. Thereupon, notice must be published stating, among other
things, that the budget is open to inspection by the public and that interested electors may file or register
any objection to the budget. Subject to certain exceptions and exclusions discussed hereafter, the District
must submit a request for property tax increases in excess of the statutoiy limitation to the Division of
Local Government (if within TABOR limits, as described in Note 9) or submit the question of an
increased levy directly to the electors of the District at a general or special election. State law requires
that the District adopt a budget prior to the certification of its mill levy to the county and file a certified
copy of its budget with the Division of Local Government within 30 days of such adoption, failure to do
so can result in the withholding by the county treasurer of any property tax revenues that may be levied in
the future by the District, pending compliance. The District timely filed the certified copy of its budget
for the year ended December 31, 2019.

Budget appropriations lapse at the end of each year.
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Durango West Metropolitan District No. 1
Balance Sheet

Other Governmental Funds

December 31, 2019

ASSETS

Cash and cash equivalents
Receivable from other governments

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:

Due to other funds

Total liabilities

Fund balances:

Unassigned
Total fund balances

Total liabilities and fund balances

29

Lottery Fund

$ 1,360

11,808

13,168

31,326

31,326

(18,158)

(18,158)

13,168

Total

Governmental

Funds

$ 1,360

11,808
13,168

31,326

31,326

(18,158)

(18,158)
13,168



Durango West Metropolitan District No. 1

Statement of Revenues, Expenditures

and Changes in Fund Balances
Governmental Funds

For the Year Ended December 31, 2019

Total-Other

Governmental

FundsLottery Fund
REVENUES

Intergovernmental $ 2,527 $ 2,527
Total revenues 2,527 2,527

EXPENDITURES

Excess (deficiency) of revenues over
expenditures 2,527 2,527

Net change in fund balances 2,527 2,527

Fund balances - beginning (20,685) (20,685)
Fund balances - ending $ (18,158) $ (18,158)
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Durango West Metropolitan District No. 1
Budget and Actual

Lottery Fund
For the year ended December 31, 2019

REVENUES

Intergovernmental
Investment earnings

Total revenues

EXPENDITURES

Current:

Excess (deficiency) of revenues over
expenditures

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Actual Amounts,

Budgetary BasisBudgeted Amounts

Original Final

$ 2,800 $ 2,800 $ 2,527

2 2 -

2,802 2,802 2,527

2,802 2,802 2,527

2,802 2,802 2,527

(13,659) (13,659) (23,161)

$ (10,857) $ (10,857) $ (20,634)

31



Durango West Metropolitan District No. 1
Budget and Actual

Water Fund

For the year ended December 31, 2019

Actual Amounts,

Budgeted Amounts Budgetary Basis
Original Final

REVENUES

Charges for services $ 201,720 $ 201,720 $ 188,413

Lease revenue 7,800 7,800 7,943

Total revenues 209,520 209,520 196,356

EXPENSES

Personal services 60,000 60,000 52,198

Contractual services 20,000 20,000 19,506

Utilities 4,800 4,800 9,532

Repairs and maintenance 17,000 17,000 7,016

Other supplies and expenses 7,500 7,500 3,655

Miscellaneous expenses 15,900 15,900 10,959

Insurance claims and expenses 13,000 13,000 6,265

Water purchases 113,020 113,020 108,440

Depreciation - - 14,670

Capital Outlay 15,000 15,000 8,661

Total Expenditures 266,220 266,220 240,902

Excess (deficiency) of revenues over
expenditures (56,700) (56,700) (44,546)

Reconciling Item
Add capital outlay 8,661

Net change in net position (56,700) (56,700) (35,885)

Net position - beginning (1,874) (1,874) 89,345

Net position - ending $ (58,574) $ (58,574) $ 53,460
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Durango West Metropolitan District No. 1
Budget and Actual

Sewer Fund

For the year ended December 31, 2019

Actual Amounts,

Budgeted Amounts

Original Final

REVENUES

Charges for services $ 136,516 $ 136,516 $ 186,806

Total revenues 136,516 136,516 186,806

EXPENSES

Personal services 60,000 60,000 52,198

Contractual services 21,000 21,000 19,506

Miscellaneous 500 500 80

Repairs and maintenance 19,000 19,000 5,942

Other supplies and expenses 96,768 96,768 97,953

Insurance claims and expenses 13,000 13,000 6,265

Depreciation - - 9,341

Contingency 10,000 10,000 -

Capital expenditures 15,000 15,000 8,662

Total Expenditures 235,268 235,268 199,947

Excess (deficiency) of revenues over
expenditures (98,752) (98,752) (13,141)

Reconciling Item
Add capital outlay 8,662

Net change in net position (98,752) (98,752) (4,479)

Net position - beginning 473,243 473,243 575,254

Net position - ending $ 374,491 $ 374,491 $ 570,775
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Durango West Metropolitan District No. I
Budget and Actual
Wastewater Fund

For the year ended December 31, 2019

Actual Amounts,

Budgetary BasisBudgeted Amounts

Original Final

REVENUES

Charges for services S 117,696 S 117,696 $ 117,804

Investment earnings 500 500 1,477

Grant income - - 57,424

Total revenues 118,196 118,196 176,705

EXPENSES

Personal services 10,588 10,588 9,776

Contractual services 15,564 15,564 13,921

Utilities 13,000 13,000 11,183

Repairs and maintenance 10,000 10,000 4,195

Other supplies and expenses 8,764 8,764 2,836

Miscellaneous 2,800 2,800 3,031

Insurance and claims 4,250 4,250 88

Interest expense 12,959 12,959 12,924

Bond principal 25,000 25,000 25,000

Depreciation - - 16,474

Total Expenditures 102,925 102,925 99,428

Excess (deficiency) of revenues over
expenditures 15,271 15,271 77,277

Reconciling Item
Add bond principal - - 25,000

Net change in net position 15,271 15,271 102,277

Net position - beginning 370,142 370,412 294,312

Net position - ending $ 385,413 $ 385,683 $ 396,589
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