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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
 
 
INTRODUCTION 
 
This discussion and analysis is to provide an overview of the Southeastern Colorado Water 
Conservancy Districts financial condition and operating results of the past year and to inform 
our constituents about the District’s financial issues and activities. We encourage readers to 
consider all of the information presented here including the independent auditors’ report, the 
basic financial statements, notes, and supplementary information.  
 
Government-wide activities and assets include both the Governmental (District) and the 
Proprietary (Enterprise) Fund. The District functions as a Governmental Fund with one set of 
standard accounting policies and the Enterprise functions as a business-type proprietary fund 
with a different set of standard accounting policies both in accordance with generally accepted 
accounting principles. These policies are discussed in the summary of significant accounting 
policies in Note one to the financial statements. Reconciliation for the Governmental Fund is 
necessary in order to make a consolidated presentation.  
 
FINANCIAL HIGHLIGHTS 
 
1. Government-wide assets exceed its liabilities and deferred inflows by $111,014,521 at 

December 31, 2013. The District’s ongoing obligations may use the unrestricted net 
position of the governmental activities totaling $8,474,210 at December 31, 2013. 
Unrestricted net position of the business-type activity totals $9,742,555 at December 31, 
2013 and may be used to meet ongoing obligations. The combined total of unrestricted net 
position available to meet ongoing obligations is $18,216,765.  

 
2. The District’s net position (Government-wide) increased from $107,330,368 at December 

31, 2012 to $111,014,521 at December 31, 2013. This is an increase of $3,684,153 or 3.32 
percent during the year ended December 31, 2013.  
 

3. The most significant asset of the District is its perpetual water rights that are reported at 
$132,237,478. Note four presents more detail relating to the District's capital assets. To 
calculate the Government-wide Net Position of $111,014,521, the value of the perpetual 
water rights and land is combined with other assets and long-term liabilities, along with 
deferred inflows of resources. The Statement of Net Position clearly illustrates these 
details. 
 

4. The District’s debt consists primarily of the amounts due to the U.S. Bureau of 
Reclamation (Reclamation) totaling $40,900,598  at December 31, 2013.  This includes 
both the obligation related to the Fryingpan-Arkansas construction contract and the Safety 
of Dams obligation.  This represents a decrease of $5,197,473 during the year ended 
December 31, 2013. Note five presents the detail of these obligations. 
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OVERVIEW 
 
This annual report includes a series of financial statements.  In addition to this Management’s 
Discussion and Analysis (MD&A), the report consists of (1) government-wide statements, (2) 
fund financial statements, (3) the notes to the financial statements, (4) required supplementary 
information, and (5) additional information.  
 
The first two basic statements present a government-wide view of the District’s finances. All 
District operations are categorized and reported as either governmental or business-type 
activities. Governmental activities include basic governmental and administrative services, the 
repayment of primary debt, and the protection of the District’s water rights. The District’s 
business-type activities carried out by the proprietary fund include the sale and administration 
of water from the Fryingpan-Arkansas Project, related surcharges, and return flows. The 
Safety of Dams repayment obligation is a long-term debt of the business activity. Projects 
include: (1) National Environmental Protection Act Environmental Impact Study for the 
Arkansas Valley Conduit and an Excess Capacity Master Contract, (2) enlargement of the 
Pueblo Reservoir and Turquoise Lake (3) a lease of power privilege for Hydroelectric Power 
at the Pueblo Dam, (4) a regional water conservation program for Arkansas Valley Conduit, 
and other water issues and projects as identified by the Board of Directors. These government-
wide statements are designed to present both the governmental and business-type activities as 
a consolidated total for the District.  
 
BASIC FINANCIAL STATEMENTS 
 

• The Statement of Net Position focuses on resources available for future operations. 
In simple terms, this statement presents a snapshot view of the assets of the 
District, the liabilities it owes and the deferred inflows and the net difference at 
December 31, 2013. The net difference is further separated into amounts for net 
investment in capital assets, restricted for specific purposes, and unrestricted 
amounts. Governmental activities are reported on the accrual basis of accounting. 
The Statement of Net Position demonstrates that the District is in a solid position 
for future operations with net position that has steadily increased in recent years.  

 
• The Statement of Activities focuses on the gross and net costs of the District’s 

programs and the extent to which such programs rely upon general revenues. This 
statement summarizes and simplifies the user’s ability to determine the extent to 
which the programs are self-supporting and/or subsidized by general revenues.  

 
• Fund financial statements focus separately on the governmental fund and the 

proprietary fund. Governmental fund statements follow the more traditional 
presentation of financial statements and include a reconciliation of the 
governmental Fund Balance Sheet to the Statement of Net Position and a 
reconciliation of the governmental fund Statement of Revenues, Expenditures, and 
Changes in Fund Balance to the Statement of Activities. Statements for the 
District’s proprietary fund follow the governmental fund and include a Statement 
of Net Position, Statement of Revenues, Expenses, and Changes in Fund Net 
Position, and Statement of Cash Flows. 
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• The notes to the financial statements provide additional disclosures required by 

generally accepted accounting principles and provide information to assist the 
reader in understanding the District’s financial condition. 

 
The MD&A is intended to explain the significant changes in the financial position and 
differences in operations between current and prior years. The MD&A includes currently 
known information that management is aware of at the date of the auditor’s report. Please read 
it in conjunction with the District’s financial statements that follow this section. 
 
GOVERNMENT-WIDE 
 
The District had a successful year in 2013. We continued to make timely repayments on our 
long-term debt while maintaining our capital assets and our financial investment reserves. The 
total Net Position is the best indicator in this presentation of a successful year as it displays 
the increased net position at December 31, 2013. 
 
 

Government - Wide 
Condensed Statement of Net Position 

December 31 

  
2013 

  
2012 

  Dollar 
Change       

Current assets $31,940,397    $33,343,645    ($1,403,248) 
Capital Assets, net 132,937,534    132,990,944    (53,410) 

Total Assets 164,877,931    166,334,589    (1,456,658) 
            
Current liabilities 11,448,227    11,673,254    (225,027) 
Long-term liabilities 35,526,140    40,490,673    (4,964,533) 

Total Liabilities 46,974,367    52,163,927    (5,189,560) 
            
Deferred inflows of resources 6,889,043    6,840,294    48,749  
            
Net investment in capital assets 92,647,756    87,563,693    5,084,063  
Restricted for TABOR 150,000    150,000    0  
Unrestricted 18,216,765    19,616,675    (1,399,910) 

Total Net Assets $111,014,521    $107,330,368    $3,684,153  
 
 
 
 
 
GOVERNMENTAL ACTIVITIES 
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The following table compares revenues and expenses for the governmental activities for 2013 
and 2012. 
 

Condensed Comparative Statement of Activities 
         Governmental Activities 

Year Ending December 31 
                      
            2013   2012   Dollar 
                    Change 
Revenues                   
  Program revenues –               
    Charges for services   $7,061,266    $7,062,867    ($1,601) 
    Grants       19,996    25,010    (5,014) 
  General Revenues-               
    Property taxes     6,811,038    6,687,420    123,618  
    Specific ownership taxes 624,340    620,235    4,105  
  Investment earnings     10,349    72,134    (61,785) 
  Other       23    13,044    (13,021) 

      
Total 
Revenues   14,527,012    14,480,710    46,302  

                      
Expenses                   
  General government     10,450,024    9,501,061    948,963  

      
Total 
Expenses   10,450,024    9,501,061    948,963  

                      
Change in net position     4,076,988    4,979,649    (902,661) 
                      
Net position, beginning of year   97,194,978    92,215,329    4,979,649  
                      
Net position, end of year     $101,271,966    $97,194,978    $4,076,988  

 
Strategically the District analyzes the primary debt of the Fryingpan-Arkansas Project and the 
rate that the debt is retired. Reclamation estimates that the primary debt will be paid by 2020. 
Due to the acceleration of payments, negotiations with Reclamation and other related parties 
ensued to maximize the financial soundness of the entire Project including all related 
elements. 
 
 Charges for services decreased in 2013 due to a contract change with Reclamation.  
Reclamation applies miscellaneous revenues collected by Reclamation to the District’s 
repayment contract for the Fryingpan-Arkansas Project. It was determined that other features 
might also be paid off with the revenue. These features include the South Outlet construction 
on the Pueblo Dam, Ruedi Reservoir and the Fountain Valley Authority primary debt. A 
smaller portion of collected miscellaneous revenue continues to be used towards the primary 
debt of the Fryingpan-Arkansas Project. The future use of these funds will be applied towards 
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the Arkansas Valley Conduit, a feature that has not yet been completed, but part of the 
original Fryingpan - Arkansas authorization. It is estimated the repayment of this project to 
begin when final construction of the project is completed.   
 
An increase in property tax revenues reflects an upturn in the local economy. Assessments are 
done in the year prior to receipt of ad valorum tax. This increased the revenue by $123,618 
that is used to repay the primary debt. The Specific Ownership taxes also increased in 2013, 
which reflects the ongoing economic recovery.  
 
The increases in general government expense is attributable to a payment for the 10,825 
project.  In 1999, the U.S. Fish and Wildlife Service issued a programmatic biological opinion 
for a critical reach of the Colorado River in Colorado related to recovery efforts for four 
endangered fish species.  As a part of the programmatic biological opinion, the District and 
other participants have acquired 10,825 acre-feet/year as a permanent source of water for the 
endangered fish.  In 2013, the cost share to the District is 10.19 percent.  The total costs to the 
District are $2,018,456.  The amount of $1,011,025 was paid in 2013 and the remainder will 
be expended in 2014. 

 
BUSINESS TYPE ACTIVITIES 
 
The following table compares revenues and expenses for the business-type activities for 2013 
and 2012.  
 

Comparative Statement of Activities 
Business-Type Activities 

Year Ending December 31 
                  
        2013   2012   Change 
Revenues             
  Program Revenues             
    Charges for services & sales $1,230,611    $1,021,555    $209,056  
    Intergovernmental revenue 177,309    237,263    (59,954) 
  General Revenues             
    Investment earnings   (85,476)   74,106    (159,582) 
    Total Revenues   1,322,444    1,332,924    (10,480) 
                  
Expenses             
  Water Activity Enterprise   1,715,279    1,467,927    247,352  
    Total Expenses   1,715,279    1,467,927    247,352  
                  
Change in net position   (392,835)   (135,003)   (257,832) 
                  
Net position, January 1   10,135,390    10,270,393    (135,003) 
                  
Net position, December 31   $9,742,555    $10,135,390    ($392,835) 
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The Water Activity Enterprise (Enterprise) functions from a solid financial base; however, the 
success of the proprietary fund is more accurately measured by the impact that it has 
facilitating projects within the District that benefit our constituents. The enlargement program 
continued to progress in 2013.  The newest development within the Enterprise is the 
hydroelectric power project. The development of hydroelectric power as an additional revenue 
source will significantly increase the future financial activity within the proprietary fund.  
 
Progress continues to be made in serving as a leader for community water development 
projects. Interested participants in the Arkansas Valley Conduit and the long-term Excess 
Capacity Master Storage Contract programs signed a Memorandum of Agreement with the 
District and Reclamation in 2011, to complete the National Environmental Protection Act 
Environmental Impact Study on the development of both projects.  The final Environmental 
Impact Study was released at the end of September 2013.  An Environmental Impact Study 
Record of Decision will be required in order for these projects to progress. It is anticipated 
that the Record of Decision will be awarded in early 2014.   
 
There is an increase in charges for services and Project water sales within the business 
activities of the Enterprise. This indicates that the 2013 Enterprise funded projects are steadily 
progressing and water sales are beginning to rebound from prior years. 
   
In 2012, Colorado’s drought had a direct impact on Project water sales. In 2011, Project water 
sales totaled $556,000. This same amount was only $69,000 in 2012. Project water sales 
totaled $262,458 in 2013. This had a direct effect on related surcharges including the Safety of 
Dams and Water Activity Enterprise, and on the return flow and well augmentation water 
sales that the Enterprise normally collects.  

 
 
BUDGET ANALYSIS 
 
In December 2012, the District’s Board of Directors adopted a budget for the Governmental 
fund for the calendar year 2013 following a public hearing as required by state law. The 
original budgeted appropriation for the year ended December 31, 2013 totaled $16,158,960. 
The District chose not to modify the expenditures by amendment in 2013. Actual expenditures 
for 2013 totaled $14,703,858. The variance of $1,342,292 in the budget analysis is due to a 
number of factors. A major expenditure included $1,011,025 for the purpose of participating 
in the east slope water entities efforts to acquire water to fulfill the District’s proportionate 
obligation under the final programmatic biological opinion for Bureau of Reclamation’s 
operations and depletions, and funding and implementation of recovery program actions in the 
upper Colorado River above the Gunnison River.  The remainder of the contractual agreement 
will be paid in 2014.  The required supplementary information schedule details the general 
fund budgetary comparison. 
 
 
 
 
 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
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At December 31, 2013 and 2012, the District had $132,257,570 invested in perpetual water  
rights and land classified as a non-depreciable capital asset. Office furniture and equipment 
was inventoried and obsolete items removed from the asset list. Note four details the capital 
assets. 
 

    Capital Assets  
as of December 31 

                
          2013   2012 
                
Nondepreciable Assets           
  Perpetual water rights   $132,237,478    $132,237,478  
  Land       20,092    20,092  
          132,257,570    132,257,570  
Depreciable Assets             
  Buildings and Improvements 1,192,649    1,192,649  
  Furniture & Equipment 404,674    405,104  
          1,597,323    1,597,753  
                
  Accumulated Depreciation (917,359)   (864,379) 
                
  Capital Assets, Net   $132,937,534    $132,990,944  

 
 
The contract between the District and Reclamation stipulates that the District is responsible 
for repayment of a portion of the costs of the Fryingpan-Arkansas Project. The total estimated 
repayment obligation for the District in 1981 was $132,237,478. This represented 
$74,348,993 allocated to agriculture and $57,888,485 allocated to municipal and industrial. 
Each year the District also incurs operating and maintenance costs. 
  
The District utilizes the collection of ad valorum property tax and Winter-water storage 
charges to retire the debt. Reclamation credits miscellaneous revenue to the repayment of the 
Project debt based on contracts for use of Fryingpan-Arkansas facilities for storage and 
delivery of non-Project water. 
 
The repayment contract period is for 40 years with an extension of ten years. The District is 
well within this time period with an estimated principal balance owed at December 31, 2013 
of $40,289,778.  Because the balance owed is less than the original cost allocated to municipal 
and industrial users, future payments will be applied to operating and maintenance cost first, 
and then to the agriculture portion of the original construction which is free of interest. 
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In addition to the obligation for the original reimbursable construction costs, another contract 
was entered into on July 15, 1998 with Reclamation for the repayment of funds expended for 
a federally performed Safety of Dams modification program. The proprietary fund pays 
$60,000 per year from surcharge fees collected on water activities within the District 
boundaries for the agricultural portion of debt. The municipal portion was paid off in 2010. 
The balance of this contract obligation at December 31, 2013 totals $610,820. 

FINANCIAL CONTACT 

The District’s financial statements are designed to present users with a general overview of 
the District’s finances and to demonstrate the District’s accountability. Any questions should 
be directed to the staff at the Southeastern Colorado Water Conservancy District office at 
31717 United Avenue, Pueblo, Colorado, 81001. 
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