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Net change in fund balances - total governmental funds 5,070,594$       

Governmental funds report capital outlays as expenditures.  However, in the
Statement of Activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.  The amount by which
capital outlays exceeded depreciation in the current period is calculated as follows:

Capital outlay (net of CTF intragovernmental transfers) 854,492            

Capitalized major repairs and renovations 5,519,421         

Current year depreciation (3,265,910)       
3,108,003         

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds.  Neither transaction, however, has
any effect on net position.  Also, governmental funds report the effect of issuance costs, 
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities.  The net effect of these
differences in the treatment of long-term debt and related items is as follows:

Principal repayments - general obligation debt 3,615,000      
Current year amortization of premiums, discounts and loss on refunding (11,264)               

3,603,736         

Disposal of capital assets decrease net assets in the statement of activities, but do not

appear in the governmental funds because they are not a current source of financial resources (41,118)            

Donations of capital assets increase net position in the statement of activities, but do not appear

in the governmental funds because they are not a current source of financial resources 811,345            

Some expenses reported in the statement of activities do not require the use of current 
financial resources and therefore are not reported as expenditures in governmental funds

Decrease in accrued interest 5,363                
Increase in accrued compensated absences (60,909)            

Change in net position of governmental activities per Statement of Activities 12,497,014$     

The notes to the financial statements are an integral part of this statement.

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

-5-
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HIGHLANDS RANCH METROPOLITAN DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2020 

 
I.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
A) REPORTING ENTITY 
The Highlands Ranch Metropolitan District (the District), a quasi-municipal corporation, is governed pursuant 
to provisions of the Colorado Special District Act.  The District's service area is located in Douglas County, 
Colorado and includes most all of the developed portion of the real estate development of Highlands Ranch.  
On May 6, 2006, the electorates of Highlands Ranch Metropolitan Districts No. 1, 2, 3 and 4 voted to 
consolidate into Highlands Ranch Metropolitan District No. 3 which was then renamed Highlands Ranch 
Metropolitan District.  Pursuant to a court order approved on September 11, 2006, the Consolidation was 
effective January 1, 2007 for financial reporting purposes.  Centennial Water and Sanitation District 
(Centennial) provides water and wastewater treatment and major distribution and collection systems to the 
project area by intergovernmental agreement with the District (Note IVD).  The District provides construction 
of arterial roadways, installation and maintenance of arterial landscaping, installation of storm drainage 
facilities, construction and maintenance of parks and trails, construction and operation of fire protection 
facilities and provides water and wastewater service to property within the District. 
 
The District follows the Governmental Accounting Standard Board (GASB) accounting pronouncements that 
provide guidance for determining which governmental activities, organizations and functions should be 
included within the reporting entity.  GASB pronouncements set forth the financial accountability of a 
governmental organization's elected governing body as the basic criterion for including a possible component 
governmental organization in a primary government's legal entity.  Financial accountability includes, but is 
not limited to, the appointment by the primary entity of a voting majority of the component organization's 
governing body, the ability of the primary entity to impose its will on the component organization, a potential 
for the component organization to provide specific financial benefits or burdens and fiscal dependency of the 
component organization. 
 
Component Unit.  The Highlands Ranch Parks and Recreation Foundation (the Foundation) is a nonprofit 
organization whose sole purpose is to support the District by funding opportunities above and beyond the 
normal operating budget.  The Foundation is governed by a governing board appointed by the membership 
of the Foundation.  Revenues, expenditures and net assets of the Foundation are not material to these 
financial statements and therefore the District has chosen not to present the financials of the Foundation on 
either the face or in the footnotes of the District.  A copy of the IRS 990 return of the Foundation may be 
obtained from the District at its offices at 62 West Plaza Drive, Highlands Ranch, Colorado 80129. 
 
The District is not financially accountable for any other entity including Highlands Ranch Metropolitan 
District No. 5 (which was modified by court order as Mirabelle Metropolitan District with boundaries that 
are no longer part of Highlands Ranch) and Centennial, nor is the District a component unit of any other 
governmental entity. 
 
B) GOVERNMENT–WIDE AND FUND FINANCIAL STATEMENTS 
The government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all of the activities of the District.  For the most part, the effect of inter-fund activity has 
been removed from these statements.  
 
The statement of activities demonstrates the degree to which the direct expenses of a given function are offset 
by program revenues.  Direct expenses are those that are clearly identifiable with a specific function or 
segment.  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 segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function or 
segment.  Taxes and other items not properly included among program revenues are reported instead as 
general revenues. 
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Separate financial statements are provided for governmental funds.  Major individual governmental funds 
are reported as separate columns in the fund financial statements.  
 
C) MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT 

PRESENTATION 
The government-wide financial statements are reported using the economic resources measurement focus and 
the accrual basis of accounting.  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.  Grants and similar items are recognized as revenues as soon 
as all eligibility requirements imposed by the provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting.  Revenue is recorded when susceptible to accrual; i.e., both 
measurable and available.  For this purpose, the District considers revenues to be available if they are collected 
within 60 days of the end of the fiscal period.  The major revenue sources susceptible to accrual are service 
fees, property taxes and interest.  Expenditures, other than interest on long-term obligations, are recorded 
when the liability is incurred or the long-term obligation is due. 
 
The following describes major governmental funds: 
 General Fund is the general operating fund of the District.  It is used to account for all financial 

resources except those required to be accounted for in another fund.  The fund includes revenues that 
are earmarked by Board action specifically for both storm water management operations and capital.  
As a result they cannot be segregated into a Special Revenue Fund. 
 
The Utility Special Revenue Fund is used to collect and disburse monies earmarked for specific 
purposes due to either legal or contractual arrangements.  This fund accounts for 1) utility related 
water and wastewater service revenues and expenses; 2) resources to be used for the investment in 
reserved capacity in the water and wastewater system owned by Centennial; and 3) street light 
revenues.  The District has chosen to use this type of fund because the revenue from these service 
fees are paid to other entities for services rendered and because the service fees are not established to 
fully recover the cost of the assets. 

  
The Mansion Special Revenue Fund is a special revenue fund used to collect and disburse monies 
earmarked for specific purposes as the result of specific Board action.  This fund accounts for the 
investment earnings on an endowment self-created by the District Board from previously collected 
developer fees and for user fees established by the Board for rental of the Highlands Ranch Mansion.  
While this fund did not meet the quantitative threshold of a major fund management has elected to 
present as a major fund for consistency. 
  
The Debt Service Fund is used to account for the accumulation of resources for the payment of long-
term debt principal, interest and related costs.  The fund balance is restricted. 

  

The Capital Projects Fund is used to account for financial resources to be used for the acquisition or 
construction of major capital facilities. 

 
The Major Repair and Replacement Fund is a capital projects related fund that is used to fund the 
major repair, replacement and renovation of District assets.  The significant source of funding is from 
the fees collected from cell phone tower and other equipment leases as determined by the Board. 
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Additionally, the District reports as Other Governmental Funds a consolidation of the following non-major 
funds: 
 The Conservation Trust Fund is a special revenue fund used to collect and disburse monies 

earmarked for specific purposes due to statutory requirements.  This fund accounts for the proceeds 
from the Colorado state lottery. 

  
The Recreation Special Revenue Fund is a special revenue fund used to collect and disburse monies 
earmarked for specific purposes as the result of specific Board action.  This fund accounts for the 
proceeds from user fees established by the Board for recreation programs and activities. 

  
The Water and Wastewater Reserve Fund is a fund established to track expenditures related to 
replacement of water and wastewater lines.  The primary source of funding is a transfer from the 
General Fund. 

 
As a general rule the effect of inter-fund activity has been eliminated from the government-wide financial 
statements.  Exceptions to this general rule include charges between the general government funds that are 
reasonably equivalent to the services provided.  Elimination of these charges would distort the direct costs 
and program revenues reported for the various functions concerned. 
 
D) ASSETS, LIABILITIES AND NET POSITION OR FUND BALANCE 
1) Cash Deposits and Investments   
 The District follows the practice of pooling available cash of all funds to maximize net investment 

income.  Cash in excess of immediate operating requirements is deposited or invested.  Investments 
are reported at fair value.  Net investment income is allocated annually to the participating funds 
based on each fund's monthly average equity balance in the total cash and investments. 

 
2) Capital assets 
 The District defines capital assets as assets with an initial, individual cost of more than $5,000 and an 

estimated useful life in excess of two years.  The costs of maintenance and repairs that do not add to 
the value of the asset or materially extend assets lives are not capitalized. Capital assets (the net of 
which includes all infrastructure for which the District retains responsibility) are stated at cost except 
for those contributed assets that are stated at the developer's cost, which is considered to be acquisition 
value at the transfer date.  Water distribution and wastewater collection lines for development areas 
are installed by the developer and dedicated to the District.   

 
 Upon completion of construction, arterial street construction improvements, traffic signals and certain 

storm drainage improvements are eligible to be dedicated to Douglas County, Colorado.  Until 
accepted the cost is shown as Public Infrastructure to be dedicated and is shown as a reduction to the 
same category in capital assets when the acceptance is made. 

  
 Depreciation expense has been computed using the straight-line method over the following estimated 

economic useful lives: 
  Water and wastewater infrastructure    40 years 
  Park infrastructure and buildings     30 years 
  Office buildings and fire stations     40 years 
  Fire rolling stock      12 years 
  Machinery and equipment (vehicles, office 
    equipment, furniture, computer equipment etc.)   5-10 years 
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3) Property Taxes 
 The District Board of Directors levies property taxes.  The levy is based on the following sequence: 

 The levy is based on assessed valuations determined by the County Assessor who determines 
the assessed value as of January 1 of each year. 

 The Board determines the levy to be assessed against the assessed value prior to December 
15 of the year for which the assessed value is determined and certifies the levy to the County 
Commissioners. 

 The tax lien is attached on January 1 of the assessment year. 
 The taxes are collected in the year following the assessment year. 

 
The County Treasurer collects the determined taxes during the ensuing calendar year.  The taxes are 
payable by April or if in equal installments, at the taxpayer’s election, in February and June.  
Delinquent taxpayers are notified in August.  Sales of tax liens on delinquent property are normally 
collected in November. 
 
The County Treasurer remits the taxes collected monthly to the District. Since property taxes are 
collected in the succeeding year, the receivable and corresponding deferred revenue are reported at 
year end.  

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

 
4) Long-Term Obligations 

In the government-wide financial statements long-term debt and other long-term obligations are 
reported as liabilities.  Debt premiums and discounts are deferred and amortized over the life of the 
debt using the straight-line method. 
 
In the fund financial statements, governmental funds recognize the face amount of debt issued as 
other financing sources.  Premiums received on debt issuances are reported as other financing sources 
while discounts on debt issuances are reported as other financing uses.  Issuance costs, whether or not 
withheld from the actual debt proceeds received are reported as debt service expenditures. 

 
5) Amortization 

 Original Issue Premiums and Original Issue Discounts 
Original issue premiums and discounts are deferred and are amortized using the effective 
interest method over the life of the respective bonds.  Unamortized premiums and discounts 
adjust the face value of amounts reported as bonds payable. 

 
Deferred loss on Refunding 
The deferred amounts related to a bond refunding are being amortized using the interest 
method over the life of the defeased bonds. The amortization amount is a component of 
interest expense and the unamortized cost is reflected as a deferred outflow of resources. 
 
Prepaid bond insurance 
The cost of insurance for a bond issue is being amortized using the interest method over the 
life of the bonds. The unamortized cost is reflected as a deferred outflow of resources. 
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6) Compensated Absences  
 The District has a policy that allows employees to accumulate unused vacation benefits up to a certain 

maximum number of hours.  The District accrues a liability for compensated absences on the 
statement of net position only since the amount payable is not anticipated to be paid with available 
resources.  

 
7) Postemployment benefits 

The District participates in the Colorado Employer Benefit Trust (CEBT) a multiple employer trust 
for public institutions providing employee benefits. CEBT insures approximately 15,000 employees 
as well as their beneficiaries from approximately 240 participating groups. The Trust is governed by 
a board of trustees made up of representatives from participating groups. The CEBT plan meets the 
definition of a community rated plan and therefore is not required to provide certain information. 
 
A District retiree who has at least 15 years of service with the District and has reached at least 50 
years of age at retirement is eligible to continue on the District’s health plans by paying the full 
premium amount and no subsidy of the premium is provided by the District.  This benefit expires 
when the retiree reaches the age of 65, thereby making the maximum eligibility period 15 years.  One 
employee is currently using this benefit. 
 
Since the plan meets the definition of a community rated plan, the District’s expense is the annual 
contribution and there is no implicit rate subsidy.  Therefore, no liability is reported in the financial 
statements for postemployment benefits. 

 
8) Development Fees   
 The District has established a systems development fee for residential, commercial and industrial 

property owners consistent with provisions found in the original Highlands Ranch Metropolitan 
District intergovernmental agreements.  The fee, which is determined periodically, is designed to 
recover the estimated costs of the construction of the arterial roadways, arterial landscaping, storm 
drainage facilities, the park system and fire protection facilities that are being built to serve all of 
Highlands Ranch.  The fee is allocated to specific programs as capital grants and contributions based 
on the cost information used to calculate the fee included in the District’s Facilities Plan. For 2020 
the fees were allocated based upon percentages as follows: 

 
Public works 51%

Stormwater 18%
Public safety 2%
Parks, open space 29%  

  
 The District has also approved the establishment of a tap fee for residential, commercial and industrial 

users.  This fee is allocated between the water system and the wastewater system and is primarily for 
the acquisition from Centennial of capacity in the treatment systems and related debt service.  The 
fees and allocations are re-determined periodically.  

 
 Both fees are recorded as revenue when received. 
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9) Fund Balance/Net Position 
 Fund balances 
 In the Governmental Funds Balance Sheet, the fund balances are reported in classifications that 

comprise a hierarchy based on the extent to which the District is bound to honor constraints on the 
specific purposes for which spending within the fund can occur.  The following classifications have 
been established that describe the relative strength of the spending constraints: 
 Nonspendable – includes the portion of the fund balance/net position that cannot be spent 

because it is in either not in spendable form (such as prepaid amounts or inventory) or legally 
or contractually required to be maintained intact. 

 Restricted – includes the portion of fund balance that is constrained to being used for a 
specific purpose by external parties (such a bondholders), constitutional provisions (see 
TABOR discussion below) or enabling legislation. 

 Committed - includes the portion of fund balance that can only be used for specific purposes 
pursuant to constraints imposed by formal approval through adoption of a resolution of the 
District’s Board of Directors, the highest level of decision making authority.  The constraint, 
once imposed can only be removed or changed through the same formal approval by 
resolution of the Board.  

 Assigned – includes the portion of the fund balance that is constrained by the District’s intent 
for use for a specific purpose but said intent does not meet the definition of either Restricted 
or Committed.  Under the District’s adopted policy approved by resolution, the Board has 
delegated the authority for such assignment to the District’s chief financial officer. 

 Unassigned – includes amounts that have not been assigned to other funds or restricted, 
committed or assigned to a specific purpose with the General Fund. 

 
Use of categorized fund balance 
If more than one classification of fund balance is available for use within the fund when an 
expenditure is incurred related to the purpose of the categorization, it is the District’s policy to use 
the most restrictive available classification first.  Commitments made by appropriation for capital 
projects remain committed until specifically rescinded by the Board.  All other commitments are 
reviewed and approved by Board action at the time of the adoption of the budget and remain so 
categorized for the budget year unless specific Board action is taken. 
 
Statement of Net Position 
In the net position financial statements, net position represents the difference between assets and 
liabilities. The net position is further classified as follows: 
 Net investment in capital assets consists of the value of capital assets net of accumulated 

depreciation reduced by the outstanding balances of any borrowing used for the acquisition 
or construction of improvement on those assets excluding unspent bond proceeds. 

 Net position is reported as restricted when there are limitations imposed on their use either 
through the enabling legislation adopted by the District or through external restriction 
imposed by creditors, grantors, laws or regulations of other governments. 

 Unrestricted assets represent resources than can be used for any purpose approved by the 
Board. 

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

  



HIGHLANDS RANCH METROPOLITAN DISTRICT 

 NOTES TO FINANCIAL STATEMENTS, Continued  
 

15 

 
II.  STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
A) BUDGETS 
 Budgets are adopted for each fund on its Generally Accepted Accounting Principles (GAAP) basis 

of accounting except for general governmental type capital projects funded from the Capital Projects, 
Conservation Trust and Major Repair Funds.  Appropriations are at the total fund expenditures level 
and lapse at year-end in all funds except for the above referenced general government type capital 
projects funds.  Appropriations for this type of capital outlay are project length appropriations on a 
project-by-project basis and extend until the District’s Board of Directors rescinds any unexpended 
appropriation as the specific projects are completed. Expenditures may not legally exceed 
appropriations at the fund level. 

 
 In accordance with the State Budget Law, the District's Board of Directors holds public hearings in 

the fall each year to approve the budget and appropriate the funds for the ensuing year.  The Board of 
Directors can only amend appropriation resolutions upon completion of notification and publication 
requirements.  The appointed management of the District can transfer between line items within the 
fund level appropriation without notice. 

 
 The original and revised budgets for the various funds are shown on the appropriate Statement or 

Schedule. 
 
 
B) TAX, SPENDING AND REVENUE LIMITATION 
 In 1992, Colorado voters approved the Taxpayer's Bill of Rights (TABOR), which added Section 20 

to Article X of the Colorado Constitution.  TABOR generally limits taxing and new debt powers, 
imposes spending limitations and provides for the establishment of emergency reserves.  These 
provisions apply to the District except as noted below. TABOR is complex and its interpretation is 
subject to numerous lawsuits against other entities in the state. 
 
In 2006, a District election conducted in compliance with TABOR approved:  
 increasing all non-tax revenues and spending to comply with all existing intergovernmental 

agreements between the District, Highlands Ranch Metropolitan District No. 5 and Centennial; 
 preserving the then existing authorized but unissued debt authorization;  
 allowing for refunding of District debt at higher or lower interest rates than the rate on the 

refunded debt 
 authorizing other multiple-year debt or financial obligations including revenue bonds; and 
 a mill levy not to exceed 19.75 mills which was reduced to 12.75 with the successful inclusion 

election with South Metro Fire Rescue, and the related tax revenues subject to the allowed 
increases for inflation and cost of living adjustments. 

 
Net position and fund balance are restricted in order to comply with the emergency reserve 
requirement of TABOR (Note ID9).  $656,000 of the fund balance and net position has been restricted 
in compliance with this requirement. The fund balance reserved for all governmental fund types is 
shown in the General Fund. 
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The District's property tax collections for 2019 provides the basis for calculation of the 2020 
limitations adjusted for allowable increases tied to inflation and local growth.  Property tax revenue 
in excess of the District's "spending limit" must be refunded unless voters approve the retainage of 
such excess revenue.   

 
 The District has reviewed its 2020 results of operations and anticipates it is in compliance with its 

current interpretation and application of voter approved adjustments to TABOR tax, revenue, 
"spending limit" and debt limitations. 

 

III.  DETAILED NOTES 

A) CASH DEPOSITS AND INVESTMENTS 
The District maintains a cash and investment pool that is available for use by all funds.  Each activity or fund’s 
portion of this pool is displayed on the statement of net position or balance sheet respectively as "Cash deposits 
and investments".  It is the intent of the District to diversify the investments within its portfolio to avoid 
incurring unreasonable risks inherent in over-investing in specific instruments, individual financial 
institutions, corporations, or maturities. 
 
At December 31, 2020, the District had the following cash and investments: 

Cash on hand 1,575$                           
Cash deposits 174,745                         

176,320$           
Investments

Investments held by financial institutions 42,416,840                     
Local government investment pool 38,514,077                     
Money Market Mutual Fund 160,529                         

81,091,446        

Total 81,267,766$       
Cash Deposits 
The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government deposit cash 
in eligible public depositories.  Amounts on deposit in excess of federal insurance levels must be 
collateralized.  The eligible collateral is determined by the PDPA.  PDPA allows the institution to create a 
single collateral pool for all public funds. The pool for all the uninsured public deposits as a group is to be 
maintained by another institution or held in trust.  The market value of the collateral must be at least 102% of 
the aggregate uninsured deposits.  Deposits covered by PDPA are not subject to custodial credit risk.  The 
State Regulatory Commission for banks is required by statute to monitor the naming of eligible depositories 
and reporting of the uninsured deposits and assets maintained in the collateral pools.  As of December 31, 
2020, the District had $277,208 of bank balances for cash deposits collateralized pursuant to PDPA. 
 
Investments 
Colorado State Statutes specify investment instruments meeting defined risk criteria in which units of local 
government may invest.  The District has adopted an investment policy that is more restrictive than the State 
Statutes and is limited to: 
 1. U.S. Treasury Obligations:  Treasury Bills, Treasury Notes, and Treasury Bonds with a final maturity 

not exceeding five years from the date of purchase and U.S. Treasury Strips with maturities not 
exceeding five years from the date of purchase. 

 2. Federal Instrumentality Securities: Debentures, discount notes, and callable securities with a final 
maturity not exceeding five years from the date of purchase issued by the following: Federal National 
Mortgage Association (FNMA), Federal Farm Credit Bank (FFCB), Federal Home Loan Bank 
(FHLB), Federal Home Loan Mortgage Corporation (FHLMC), and Student Loan Marketing 
Association (SLMA). 
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 3. Repurchase Agreements, executed subject to an approved Master Purchase Agreement, with a 
termination date of 90 days or less collateralized by U.S. Treasury Securities listed in 1 above with 
maturities not exceeding ten years. 

 4. Prime Commercial Paper with an original maturity of 270 days or less which is rated at least A-1 by 
Standard & Poors or P-1 by Moody's at the time of purchase by each service which rates the 
commercial paper. 

 5. Eligible Bankers Acceptances with original maturities not exceeding 180 days, issued on domestic 
banks whose senior long-term debt is similar to 4 above; have a combined capital and surplus of at 
least $250,000,000; and have deposits insured by the FDIC. 

 6. Local Government Investment Pools authorized under CRS 24-75-702. 
 7. Money Market Mutual funds which have a rating of AAA by Standard and Poors or AAAm by 

Moody's. 
 
At December 31, 2020, the District’s investments held in safekeeping reported on the financial statements can 
be summarized as follows: 

S&P
Investments held in safekeeping Rating Less than 1 Callable 2019 Noncallable Total

US Treasury securities AA+ 201,875$           -$                    14,020,738$      14,222,613$    
US Agency securities AA+ 316,630            -                     15,251,123        15,567,753      
Supra-National Agency AAA -                      3,406,172         -                      3,406,172        
Municipal bonds AA- to AAA 332,696            -                     4,671,627          5,004,323        
Corporate debt AA- to AAA -                      -                     2,520,577          2,520,577        
Certificate of Deposit A+ to A-1+ -                      -                     1,695,401          1,695,401                              

851,201$           3,406,172$       38,159,466$      42,416,840$    

Investment Maturities (in Years)
One to five years

 
 
As of December 31, 2020, the District had invested $38,514,077 in the Colorado Local Government Liquid 
Asset Trust (“CSIP”) and $21,152 in Colotrust, investment vehicles established for local government 
entities in Colorado to pool surplus funds.  The State Securities Commissioner administers and enforces all 
state statutes governing the Trust.  These trusts operate similarly to a money market fund and each share is 
equal in value to $1.00.  Both are rated AAAm by Standard and Poor’s.  Investments are limited to those 
allowed by State statutes.  A designated custodial bank serves as custodian for the Trust's portfolios pursuant 
to a custodian agreement.  The custodian acts as safekeeping agent for the Trust's investment portfolios and 
provides services as the depository in connection with direct investments and withdrawals.  Substantially all 
securities owned are held by the Federal Reserve Bank in the account maintained for the custodial bank.  
The custodian's internal records identify the investments owned by the participating governments.  CSIP and 
Colotrust record investment at fair value and the District records its investment in both using the net asset 
value method. 
 
The District has executed a safekeeping agreement with a financial institution that provides for the financial 
institution to act in a custodial capacity.  The custodian holds investments acquired by the District in a Federal 
Reserve custodial account.  The investments in this account are not available to the general creditors of the 
custodian.  Ownership of the securities by the District is maintained in the custodian's internal accounting 
records.   
 
The District categorizes its fair value measurements at the end of the fiscal year within the fair value hierarchy 
established by generally accepted accounting principles.  The hierarchy is based on the valuation inputs used 
to measure the fair value of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; 
level 2 inputs are significant other observable inputs; and level 3 inputs are significant unobservable inputs.  
All of the annuity’s investments except for certificates of deposit are measured at fair value using level 1 
inputs and certificate of deposits are measured using level 2 inputs. 
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Concentration of Credit Risk – State statutes and the District’s investment policy limit the amount the District 
may invest in one issuer for commercial paper and corporate debt. At December 31, 2020, the District 
maintained investments in excess of 5% in the following: 
 

US Agency securities 19.20%
US Treasury securities 17.54%
Local government investment pool - CSIP 47.49%
Municipal Bonds 6.17%  

 
B) CAPITAL ASSETS 
An analysis of the changes in capital assets and the amount invested in capital assets net of related debt for 
the year ended December 31, 2020 follows: 
 

Balance at Balance at
January 1, Decreases/ December 31,

2020 Increases Reclasses 12/31/2020
Capital assets not being depreciated:

Construction in progress

Capital assets to be retained by District 8,018,706$        6,203,575$        2,374,038$        11,848,243$      

Public infrastructure to be dedicated 95,846              -                      95,846              

8,114,552          6,203,575          2,374,038          11,944,089        

Land improvements 35,948,140        -                   35,948,140        

Public infrastructure to be dedicated 18,391,638        -                      -                      18,391,638        

Total capital assets not being depreciated 62,454,330        6,203,575          2,374,038          66,283,867        

Capital assets being depreciated:
Buildings 13,880,733        10,291              13,891,024        
Improvements other than buildings 21,955,014        2,253,738          41,118              24,167,634        
Machinery and equipment 5,231,880          189,345            94,505              5,326,720          
Water and wastewater infrastructure 65,410,226        902,345            -                      66,312,571        

Total capital assets being depreciated 106,477,853      3,355,719          135,623            109,697,949      

Less accumulated depreciation for:

Buildings 3,692,590          299,917            -                      3,992,507          
Improvements other than buildings 18,058,799        1,024,297          19,083,096        
Machinery and equipment 3,194,523          409,605            94,505              3,509,623          
Water and wastewater infrastructure 31,019,052        1,532,091          32,551,143        

Total accumulated depreciation 55,964,964        3,265,910          94,505              59,136,369        

Total capital assets being depreciated, net 50,512,889        89,809              41,118              50,561,580        

Capital assets, net 112,967,219$     6,293,384$        2,415,156$        116,845,447      

Less outstanding capital debt (19,190,000)       
Add debt related to reserved capacity not capitalized 12,295,000        

Net investment in capital assets 109,950,447$      
 
Upon completion of construction, arterial roadways construction improvements, traffic control devices and 
certain storm drainage improvements are eligible to be dedicated to Douglas County, Colorado.  Until 
accepted the cost is shown as Public Infrastructure to be dedicated and are shown as a reduction to the same 
category in capital assets when the acceptance is made. 
 
Depreciation expense was charged to functions/programs of the District as follows: 
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Governmental activities:

Parks and open space 1,493,856$        
Cultural 239,963            
Water and wastewater operations 1,532,091          

Total depreciation expense 3,265,910$         
 

C) LONG-TERM DEBT 
The District issues general obligation bonds to provide for the acquisition and construction of major capital 
facilities and for the investment in reserved capacity.   
 
The District's long-term debt as of December 31, 2020, and the 2020 debt transactions are as follows: 
 

Balance Balance
January 1, Payments/ December 31, Current

2020 Additions Amortization 12/31/2020 Portion

General Obligation 22,805,000$ -$                3,615,000$        19,190,000$ 3,685,000$   

Capital Leases -                 -                 -                      -                 -                 

Compensated Absences 324,734       381,051       320,142            385,643       20,400         

23,129,734   381,051$      3,935,142$        19,575,643   3,705,400$   

3,479,000     3,705,400     

19,650,734$ 15,870,243$ 

Current portion

Long term portion  
 
The liability for compensated absences will be paid from the General Fund. 
 
Post consolidation issued debt 
The Highlands Ranch Metropolitan District Series 2016 General Obligation Refunding Loan, dated May 
20, 2016 in the amount of $29,800,000, is a tax-exempt loan due in varying increasing amounts annually 
through 2025.  Interest is at fixed rate of 1.8% payable semi-annually June 1 and December 1. 
 

Principal Interest Total

2021 3,685,000$   345,420$      4,030,420$        
2022 3,760,000     279,090       4,039,090          
2023 3,835,000     211,410       4,046,410          
2024 3,915,000     142,380       4,057,380          
2025 3,995,000     71,910         4,066,910          

19,190,000$ 1,050,210$   20,240,210$       
 

As of December 31, 2020, the District has $70,195,000 of authorized but unissued debt that was authorized 
as part of the 2006 consolidation election. 
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CAPITAL LEASES PAYABLE 
The District had no outstanding lease-purchase obligations outstanding during 2020.  
 
D) INTERGOVERNMENTAL RECEIVABLES AND PAYABLES 
The following schedule reflects the District’s net receivables (payables) to other governmental entities at 
December 31, 2020: 
 

Due (to) from Centennial
Receivable Funds

General 112,502$                           

112,502                             
Payable Funds
   General Fund (304,817)                           

Utility Special Revenue (2,008,304)                         
Mansion (6,828)                               
Capital Projects -                                       
Major Repair (364)                                 
Other non-major (93,903)                             

(2,414,216)                         

(2,301,714)$                        
 

E) INTERFUND TRANSFERS 
The Board of Directors has determined and automatically appropriates for the following transfer of net 
investment income: 

 the amounts earned in the Utility Special Revenue Fund are allocated between the General 
Fund and the Debt Service Fund. 

 
In addition, the Board specifically authorized and appropriated the following transfer of funds: 

 from the General Fund to the Recreation Fund, which is included under Other Governmental 
Funds, to fund non-program expenses related to supporting programs. 

 from the General Fund to the Capital Projects Fund the amount of funding required to fund 
the current year expenditures for stormwater management projects after consideration of 
funding received from stormwater fee and capital contributions. 
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The following schedule summarizes the District’s inter-fund transfers during 2020: 
 

General Debt Capital Major Nonmajor
Fund Utility Mansion Service Projects Repair Funds

Transfers in
Net investment income 13,223$          -$              -$              -$               -$               -$                -$                
Specific board action 389,800       1,735,820      1,481,417      

13,223           -               -               -                 389,800       1,735,820      1,481,417      

Transfers out  
Net investment income -                    (13,223)      -               -                 -                 -                  
Specific board action (3,607,037)      -               -               -                 -                 -                  -                  

(3,607,037)      (13,223)      -               -                 -                 -                  -                  

(3,593,814)$    (13,223)$    -$              -$               389,800$     1,735,820$    1,481,417$    

Special Revenue Fund

 
 
Per accounting requirements provided by the state auditor, any transfers from the Conservation Trust Fund to 
the Capital Projects Fund are treated as an expense in the Conservation Trust Fund and as a revenue in the 
Capital Projects Fund. 
 

IV)  OTHER INFORMATION 

 
A) DEFINED CONTRIBUTION PENSION PLAN 
All regular employees of the District participate in the Highlands Ranch Special Districts' Employees 
Retirement Plan (the Plan).  The Plan is a defined contribution plan established through an interdistrict 
agreement with Centennial Water and Sanitation District forming the Highlands Ranch Special Districts' 
Employees Retirement Association which if governed by a retirement board comprised of the Treasure of 
Highlands Ranch Metropolitan District, two citizens appointed by the Centennial Board and the District Board 
and two employee representatives elected at large, however both of the participating districts must be 
represented.  The Retirement Board may recommend changes to the plans as well as the contribution amounts.  
The member Districts boards of directors must approve any changes recommended by the Retirement 
Association. The Retirement Association administers the Plan through the Principal Financial Group, Inc.  No 
audited GAAP basis reports are prepared. 
 
At December 31, 2020 there were 190 active plan members comprised of 90 full and part-time members 
employed by the District and 100 full and part-time members employed by Centennial.  In a defined 
contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings.  
Employees become Plan members upon employment as regular full-time employees.  Under the Plan, 6.2% 
of the Plan members 'pensionable compensation is withheld and remitted to the Plan Administrator.  The 
members are immediately invested in their contribution plus earnings.  The District contributes a matching 
payment of 6.2% of Plan members' pensionable compensation.  The District's contributions plus earnings 
become fully vested to the Plan members upon the completion of three years of Plan membership.  
 
District contributions for Plan members who leave employment before they are fully vested are used to reduce 
the District's benefit obligations or to pay plan related expenses.  There is no liability for benefits under the 
Plan beyond the District's matching payments. 
 
Actual contributions to the plan for the year ended December 31, 2020 were $330,358 from Plan members 
and the District recognized pension expense in the amount of $323,458 with no reduction in District pension 
expense as the result of forfeitures. 
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B) DEFERRED COMPENSATION PLAN 
The District currently offers to its employees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 457 administered by Principal Financial Group, Inc.  Participation in the plan is 
optional for all employees.  The District does provide a match for up to 4% of wages.  The matching structure 
is 100% on the first 2% of employee contributions and 50% on employee contributions in excess of 2% up to 
a maximum of 4%.  The plan allows employees to defer a portion of their salary until future years.  All 
amounts deferred are held in trust for the exclusive benefit of participating employees. 
 
C) RISK MANAGEMENT 
The District is exposed to various risks of loss related to torts, thefts of, damage to, or destruction of assets; 
errors or omissions; injuries to employees, or acts of God. 
 
The District is a member of the Colorado Special Districts Property and Liability Pool (Pool).  The Pool is 
an organization created by intergovernmental agreement to provide property, liability, public official's 
liability, boiler and machinery and workers compensation coverage to its members.  The Pool provides 
coverage for: 

 property claims up to $100,000,000. 
 liability coverage for claims up to $1,000,000. 
 workers compensation claims up to statutory limits, with claims related to employer’s liability up 

to $2,000,000.  
Settled claims have not exceeded coverage in any of the past three fiscal years. 
 
The District pays annual premiums to the Pool for liability, property and public officials’ coverage.  In the 
event aggregated losses incurred by the Pool exceed amounts recoverable from reinsurance contracts and 
funds accumulated by the pool, the pool may require additional contributions from the Pool members.  Any 
excess funds that the Pool determines are not needed for purposes of the Pool, may be returned to the 
members pursuant to a distribution formula.   
 
D) COMMITMENTS 
 
a) Operating Leases 
The District leases office and maintenance facilities from Centennial on an annual basis under an operating 
lease.  The rental expense, including overhead and maintenance, for the period ending December 31, 2020 
was $181,100. 
 
b) Intergovernmental Water and Wastewater Service Agreements 
The District has entered into a water and wastewater service agreement with Centennial.  The agreement 
provides for Centennial to provide potable water and wastewater treatment services to areas included within 
the District in exchange for prepayment of the reserved capacity fees to Centennial (Note I.D) in anticipation 
of collection of future tap fees.  The payment pursuant to the base portion of this agreement was $942,814 for 
the year ended December 31, 2020 with cumulative payments and credits to Centennial of $200,858,210.  The 
District has minimum future payments due of approximately $1,467,410 of which the base payment of 
$686,964 has been budgeted for payment in 2021. 
 
In addition, the District has elected to pay Centennial to provide total service.  Total service under this 
agreement includes operation and maintenance of the District's facilities and the billing of the District's 
customers.  This agreement expires in 2030. 
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e) Construction related commitments 
As of December 31, 2020, unexpended appropriations for capital projects can be summarized as follows: 
 

Major Conservation

General Govt. Stormwater Repair Trust
Appropriated but unexpended carried forward 1,073,308$          700,977$            1,738,859$          302,756$            
New appropriations 251,406              164,738              7,820,450           188,474              
Rescissions

Total available 1,324,714           865,715              9,559,309           491,230              
Expenditures (477,720)                    (389,800)             (5,024,903)          (439,904)             

Ending appropriated but unexpended 846,994$            475,915$            4,534,405$          51,326$              

Capital Projects

 
 
The appropriated but unexpended amounts are reflected in the fund balance as committed except for the 
Conservation Trust Fund that classifies the entire fund balance as restricted. 
 
 
E) CARES Act and COVID-19 Pandemic 
On January 30, 2020, the World Health Organization (“WHO”) announced a global health emergency 
because of a new strain of coronavirus originating in Wuhan, China (the “COVID-19 outbreak”) and the 
risks to the international community as the virus spreads globally beyond its point of origin. In March 
2020, the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase in exposure 
globally. 
 
The full impact of the COVID-19 outbreak continues to evolve as of the date of this report. As such, it is 
uncertain as to the full magnitude that the pandemic will have on the District’s financial condition, 
liquidity, and future results of operations. The District does not expect to realize a material effect on its 
operations. Management is actively monitoring the impact of the global situation on its financial 
condition, liquidity, operations, suppliers, industry, and workforce. Given the daily evolution of the 
COVID-19 outbreak and the global responses to curb its spread, the District is not able to estimate the 
effects of the COVID-19 outbreak on its results of operations, financial condition, or liquidity for fiscal 
year 2021. 
 
On March 27, 2020, the “Coronavirus Aid, Relief, and Economic Security (CARES) Act” was signed into 
law. The CARES Act, among other things, includes provisions relating to refundable payroll tax credits, 
deferment of employer side social security payments, net operating loss carryback periods, alternative 
minimum tax credit refunds, modifications to the net interest deduction limitations, increased limitations 
on qualified charitable contributions, and technical corrections to tax depreciation methods for qualified 
improvement property. It also appropriated funds for the SBA Paycheck Protection Program loans that are 
forgivable in certain situations to promote continued employment, as well as Economic Injury Disaster 
Loans to provide liquidity to small businesses harmed by COVID-19. We continue to examine the impact 
that the CARES Act may have on our business. Currently, we are unable to determine the impact that the 
CARES Act will have on our financial condition, results of operations, or liquidity.  The District did not 
receive any funding from the CARES Act. 
 
F) SUBSEQUENT EVENTS 
The District has evaluated subsequent events through the date these financial statements were available to be 
issues.  There were no material subsequent events that require recognition or additional disclosure. 
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Total
Nonmajor

Conservation Water/Wastewater Governmental
Trust Recreation Reserves Funds

ASSETS
Cash deposits and investments 1,627,526$      165,954$       1,500,000$    3,293,480$       

Other 139,215           -                 -                     139,215            

Total  assets 1,766,741$      165,954$       1,500,000$    3,432,695$       

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable and payroll liabilities 7,586$             65,796$         -$                   73,382$            
Customer deposits payable -                       97,426           -                     97,426              
Due to other governments 171                  2,732             91,000           93,903              

Total liabilities 7,757               165,954         91,000           264,711            

Fund balances:
Restricted

Parks and recreation 1,758,983        -                 -                     1,758,983         
Committed

Water and wastewater operations -                       -                 1,409,000      1,409,000         

Total fund balances 1,758,983        -                     1,409,000      3,167,983         

Total liabilities and fund balances 1,766,740$      165,954$       1,500,000$    3,432,694$       

See accompanying Independent Auditors' Report

HIGHLANDS RANCH METROPOLITAN DISTRICT
COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS
December 31, 2020

Special Revenue Funds
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Variance with
Final Budget

Actual Positive
Original Final Amounts (Negative)

REVENUES
Other 900,000$              900,000$              985,064$              85,064$                
Net investment income 6,800                    6,800                    40,233                  33,433                  
Intergovernmental -                            -                            125,020                125,020                

Total Revenues 906,800                906,800                1,150,317             243,517                

EXPENDITURES
Major repair, renovation and replacement 8,066,415             9,559,309             5,024,903             4,534,405             
Vehicle and Equipment Replacement (non-fire) 235,820                235,820                193,382                42,438                  

Total Expenditures 8,302,235             9,795,129             5,218,285             4,576,844             

Excess (deficiency) of revenues
over (under) expenditures (7,395,435)            (8,888,329)            (4,067,968)            4,820,361             

OTHER FINANCING SOURCES (USES)
Transfers in: 1,735,820             1,735,820             1,735,820             -                            

Total other financing sources (uses) 1,735,820             1,735,820             1,735,820             -                            

Net change in fund balance (5,659,615)            (7,152,509)            (2,332,148)            4,820,361             

Fund balance - beginning 8,965,350             10,524,678           10,524,678           -                            

Fund balance - ending 3,305,735$           3,372,170$           8,192,531$           4,820,361$           

See accompanying Independent Auditors' Report

For the year ended
December 31, 2020

Budget Amounts

-31-

HIGHLANDS RANCH METROPOLITAN DISTRICT
MAJOR REPAIR FUND

STATEMENT of REVENUES, EXPENDITURES and CHANGES in FUND BALANCE
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Year
Total 

Highlands 
Ranch

Estimated 
Population

Personal 
Income 

($1,000) (3)

Personal 
Income Per 
Capita (3)

Median Age 
(3)

Average 
Household 

Size (3)

Occupancy % 
(3)

Public School 
Enrollment

School 
Enrollment to 

Population

Unemployment 
Rate (3)

2011 93,525           292,548         16,587,329    56,700           37.4               2.80               96.20% 61,465           21.0% 6.4%

2012 94,480           298,708         18,105,971    60,614           37.5               2.83               96.30% 63,114           21.1% 6.0%

2013 95,980           306,234         19,140,066    62,501           37.2               2.86               96.00% 64,600           21.1% 5.3%

2014 97,052           314,545         20,781,101    66,067           37.8               2.90               95.00% 67,000           21.3% 4.0%

2015 98,013           322,025         21,793,881    67,678           38.4               2.71               97.60% 66,702           20.7% 2.7%

2016 96,306           328,219         22,589,045    68,823           38.9               2.73               96.30% 66,896           20.4% 3.1%

2017 97,415           335,816         23,635,776    70,383           38.9               2.81               95.70% 67,740           20.2% 2.7%

2018 100,653         342,989         25,811,488    75,255           39.1               2.73               97.10% 67,597           19.7% 2.4%

2019 104,465         351,154         27,549,902    78,455           39.3               2.75               96.40% 67,591           19.2% 2.4%

2020 105,202         379,000         30,923,747    81,593           38.5               2.52               96.40% 65,699           17.3% 6.3%

Notes:
(1) The Highlands Ranch Metropolitan District is located within Douglas County.  Demographic data, other than population estimates, for the

District is not available.  However the county data is generally representative of the District.
(2) Douglas County Community Development Department estimate
(3) Estimated population based on number of housing units times average household size and occupancy rate.
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