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Johnson, Holscher & Company, P.C.

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Littleton/Englewood Wastewater Treatment Plant Joint Venture
Englewood, Colorado

We have audited the accompanying financial statements of the Littleton/Englewood Wastewater
Treatment Plant Joint Venture (the “Joint Venture”) as of and for the year ended December 31, 2008,
as listed in the table of contents. These financial statements are the responsibility of the Joint Venture’s
management. Our responsibility is to express opinions on these financial statements based on our
audits.

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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Littleton/Englewood Waste Water Treatment Plant Join Venture as of
December 31, 2008, and the change in financial position, equity and cash flows for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

The Joint Venture has not presented the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to supplement, although not to be
a part of, the basic financial statements.

Johasn. Holicta looga .

Centennial, Colorado
April 17, 2009

Member of the American Institute of Certified Public Accountants 6464 South Quebec Street, Suite 450
Member of the Private Companies Practice Section Centennial, CO 80111
(303)694-2727

Fax: (303)694-3172



Littleton/Englewood Wastewater Treatment Plant Joint Venture

Statements of Net Assets
As of December 31, 2008 and 2007

Assets
Current assets

Cash and investments

Restricted cash held in retainage escrow

Accounts receivable
City of Littleton
City of Englewood

Interest receivable

Other receivables

Total current assets

Capital assets

Treatment plant
Land
Vehicles, equipment and other
Construction in process

Total capital assets

Less accumulated depreciation

Total capital assets, net
Total assets

Liabilities
Current liabilities
Accounts payable
Retainage payable
Wages payable
Accrued compensated absences
Total current liabilities

Net assets
Invested in capital assets
Unrestricted
Total net assets

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

December 31,

2008 2007
1523979 $ 1,454,938
2,387,425 3,363,680

313,205 306,325
348,905 254,052
15,435 12,775
6,559 12,896
4,595,508 5,404,666
71,899,080 71,718,370
5,362,992 4,811,859
10,839,424 10,727,856
114,116,995 105,800,913
202,218,491 193,058,998
(49,186,394) (47,766,725)
153,032,097 145,292,273
157,627,605 150,696,939
1,582,272 1,440,283
2,395,330 3,371,477
170,883 131,923
331,347 345,307
4,479,832 5,288,990
153,032,097 145,292,273
115,676 115,676
153,147,773 $ 145,407,949




Littleton/Englewood Wastewater Treatment Plant Joint Venture

Statements of Revenues, Expenses and Changesin Fund Net Assets
For the Years Ended December 31, 2008 and 2007

Operating revenues
Reimbursement of operating expenses
City of Englewood
City of Littleton
Total operating revenues
Operating expenses
Sewage treatment
Operations
Maintenance
Laboratory
Beneficial use
Pretreatment
Total sewage treatment
Administration
Personal services
Contractual
Commodities
Total administration
Depreciation
Total operating expenses
Operating loss
Nonoper ating revenues
Septic hauling
Farm income from crop sales
Net investment income
Industrial wastewater sampling and analysis
Other
Gain on disposition of assets
Total nonoperating revenues
L oss befor e contributions
Capital contributions
Changein net assets
Total net assets - beginning
Total net assets - ending

Year Ended December 31,

2008 2007
6694990 $ 5839663
5,900,385 5,312,549

12,595,375 11,152,212
5,744,531 4,480,399
2,441,414 2,519,666

777,742 723,142
693,998 610,919
511,622 484,073

10,169,307 8,818,199
1,281,302 1,282,317
1,187,768 1,269,000

217,873 166,567
2,686,943 2,717,884
1,458,580 1,477,249

14,314,830 13,013,332

(1,719,455) (1,861,120)

55,780 72,290
42,197 74,100
50,997 80,790
34,526 37,951
58,216 87,020
19,160 31,720

260,876 383,871

(1,458,579) (1,477,249)
9,198,403 19,355,924
7,739,824 17,878,675

145,407,949 127,529,274
153,147,773 _$ 145,407,949

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



Littleton/Englewood Wastewater Treatment Plant Joint Venture

Statements of Changesin Joint Venturers Equity
For the Years Ended December 31, 2008 and 2007

City of City of
Littleton Englewood Total
Balance at December 31, 2006 $ 63,764,637 $ 63,764,637 $ 127,529,274
Changein net assets 8,939,338 8,939,337 17,878,675
Balance at December 31, 2007 72,703,975 72,703,974 145,407,949
Changein net assets 3,869,912 3,869,912 7,739,824
Balance at December 31, 2008 $ 76,573,887 $ 76,573,886 $ 153,147,773

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



Littleton/Englewood Wastewater Treatment Plant Joint Venture

Statements of Cash Flows

For the Years Ended December 31, 2008 and 2007

Cash flows from operating activities
Cash received from joint venturers
Cash payments to suppliers for goods and services
Cash paid to employees for services
Septic hauling
Other cash received
Net cash provided (required) by operating activities
Cash flowsfrom capital and related financing activities
Acquisition and construction of capital assets
Capital contributions from joint venturers
Proceeds from disposition of capital assets
Net cash provided by capital and related financing activities
Cash flowsfrom investing activities
Net investment income
Net cash provided by investing activities
Net increasein cash and cash equivalents
Cash and cash equivalents - January 1,
Cash and cash equivalents - December 31,

Reconciliation of operating lossto net cash
provided (required) by operating activities
Loss from operations
Adjustments to reconcile operating 10ss to net cash provided
(required) by operating activities:
Depreciation
Miscellaneous nonoperating income
Effect of changesin operating assets and liabilities
Receivable from joint venturers
Accounts payable
Wages payable
Accrued compensated absences
Total adjustments
Net cash provided (required) by operating activities

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

Year Ended December 31,

2008 2007
$ 12280410 $ = 11,212,347
(6,890,362) (5,588,385)
(5,824,221) (5,787,535)
55,780 72,290
141,276 190,288
(237,117) 99,005
(8,959,742) (18,426,327)
9,198,403 19,355,924
19,160 31,720
257,821 961,317
48,337 70,593
48,337 70,593
69,041 1,130,915
1,454,938 324,023
$ 1523979 $ 1,454,938
$ (1,719455) $ (1,861,120)
1,458,580 1,477,249
197,056 262,578
(314,965) 60,135
116,667 108,768
38,960 30,709
(13,960) 20,686
1,482,338 1,960,125
$ (237117) $ 99,005




Littleton / Englewood Wastewater Treatment Plant Joint Venture
Notesto the Financial Statements
December 31, 2008 and 2007

Thefinancial statements of the Littleton/Englewood Wastewater Treatment Plant Joint Venture have been
prepared in conformity with generally accepted accounting principles as applied to governments. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and reporting principles. The following notes to the financial
statements are an integral part of this report.

Note 1 — Summary of Significant Accounting Policies

Definition of Reporting Entity

The Cities of Littleton, Colorado (Littleton) and Englewood, Colorado (Englewood), participate in
the Littleton/Englewood Wastewater Treatment Plant Joint Venture (the Joint Venture) for the
operation of awastewater treatment facility. Control of the Joint Venture rests in afour-member
committee, with two members appointed by each city. Littleton and Englewood each own a 50
percent interest in the Joint Venture. The Joint Venture has its own workforce for operating purposes.
For payroll and pension participation, the joint venture’ s workforce is considered to be City of
Englewood employees. Englewood provides the Joint Venture with administrative services on a cost
reimbursement basis.

The accounting policies of the Joint Venture conform to generally accepted accounting principles as
applicable to governmental units accounted for as a proprietary enterprise fund. The enterprise fund
is used since the Joint VVenture's powers are related to those operated in a manner similar to a private
utility system where net income and capital maintenance are appropriate determinations of
accountability.

The Joint Venture has elected to follow the Governmental Accounting Standards Board (GASB)
pronouncements. Therefore, statements issued by the Financial Accounting Standards Board (FASB)
after November 30, 1989, are not applied.

Basis of Accounting

The Joint Venture follows the accrual basis of accounting. Revenue is recognized when earned and
expenses are recognized when the liability isincurred. Depreciation is computed and recorded as an
operating expense. Expenditures for capital assets are shown as increases in assets and redemption of
bonds and notes, if any, would be recorded as areduction in liabilities.

Operating Revenues and Expenses

The Joint Venture distinguishes between operating revenues and expenses and nonoperating itemsin
the Statements of Revenues, Expenses and Changesin Fund Net Assets. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection
with the Joint Venture's purpose of providing services to the joint venturers. Operating revenues
consist of charges to venturers for service provided. Operating expenses include the cost of service,
administrative expenses, and depreciation of assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses or capital contributions.



Budgets

The Joint Venture does not have nor isit anticipated to ever have the power to assess an ad valorem
tax on the property of the participating cities. Accordingly, it is management's contention that this
would remove it from the scope of the State of Colorado Budget Law. Each of the venturersisa
public entity and makes an appropriation of expenditures within its budget to cover its proportionate
share of anticipated costs of construction and operations.

Cash Equivalents

For purposes of the statement of cash flows, the Joint Venture considers cash deposits and highly
liquid investments with a maturity of three months or less when purchased, to be cash equivalents.

Capital Assets

Capital assets are stated at cost. Maintenance and repairs are charged to current period operating
expenses and improvements are capitalized. The Joint Venture currently capitalizes fixed asset
expenditures that cost more than $25,000 and have alife of one year or more. Upon retirement or
other disposition of property, plant and equipment, the cost and related accumulated depreciation are
removed from the respective accounts and any gains or losses are included in honoperating income
(expenses).

Depreciation of property, plant and equipment is computed using the straight-line method over the
estimated useful lives of the assets as follows:

Asset Type Years
Treatment facility 20-50
Vehicles 2-8
Laboratory equipment 5-10
Other equipment 2-7

Reimbur sement of Oper ating Expenses

Variable operating expenses are shared by the venturers based on actual usage of the facility and
fixed operating expenses, excluding depreciation, are shared equally. Additionally, in accordance
with the Joint Venture Agreement, Littleton pays an administration fee to Englewood equal to 3% of
operating expenses. Littleton paid $385,688 and $346,082 during the years ended December 31,
2008 and 2007, respectively.

Capital Contributions

The joint venturers share capital expenditures equally. The amount reported as capital contributions
on the Statements of Revenues, Expenses and Changes in Fund Net Assets represents the amount paid
by the joint venturers for capital improvements.

Compensated Absences

The Joint Venture has a policy which allows employees to accumulate unused vacation benefits up to
certain maximum hours. Compensated absences are recognized as current salary costs when accrued.



Use of estimates

The preparation of financial statements, in conformity with generally accepted accounting principles,
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. An example
of such an estimate that has been made by management is depreciation expense.

Note 2 — Cash and | nvestments

The Joint Venture's cash and investments are combined with Englewood's pooled cash and investment
funds. Englewood allocates interest earnings from the combined investments on a pro-rata basis.
Englewood’ s investment policy authorizes investments in the following:

U.S. Treasury Obligations: Treasury Bills, Treasury Notes and Treasury Bonds with maturities
not exceeding five years from the date of trade settlement.
Treasury Strips (book-entry U.S. Treasury securities whose coupons have been removed) with
maturities not exceeding five years from the date of trade settlement.

Federa Instrumentalities - Debentures, Discount Notes, Medium-Term Notes, Callable Securities
and Step-up Securities issued by the following only: Federal National Mortgage Association
(FNMA), Federal Home Loan Bank (FHLB), Federal Home Loan Mortgage Corporation
(FHLMC) and Federal Farm Credit Banks (FFCB), with maturities not exceeding five years from
the date of trade settlement. Federal Instrumentality Securities shall be rated in the highest rating
category by at least two Nationally Recognized Statistical Rating Organizations (NRSROs) that
rate them, and shall be rated not less by any NRSRO that rates the debt.

Repurchase Agreements with a termination date of 90 days or less utilizing U.S. Treasury and
Federal Instrumentality securities listed above, collateralized at a minimum market value of 102
percent of the dollar value of the transaction with the accrued interest accumulated on the
collateral included in the calculation. Repurchase agreements shall be entered into only with
dealerswho: are recognized as Primary Dealers by the Federal Reserve Bank of New Y ork, or
with firms that have a primary dealer within their holding company structure; and have executed
a City approved Master Repurchase Agreement. Primary Dealers approved as Repurchase
Agreement counterparties, if rated, shall have a short-term credit rating of at least A-1 or the
equivalent and along-term credit rating of at least A or the equivalent. Collateral (purchased
securities) shall be held by the City’ s custodian bank as safekeeping agent, and the market value
of the collateral securities shall be marked-to-the-market daily. In no case will the maturity of the
collateral exceed 10 years.

Reverse Repurchase Agreements with amaturity of 90 days or less executed only against
securities owned by the City and collateralized by the same type of security reversed.

Flexible Repurchase Agreements with afinal maturity of 10 years or less entered into by the City
with approved counterparties.
Time Certificates of Deposit with a maximum maturity of five years or savings accountsin state
or national banks or state or federally chartered savings banks operating in Colorado that are state
approved depositories (as evidenced by a certificate issued by the State Banking Board) and are
insured by the FDIC. Certificates of deposit that exceed the FDIC insured amount shall be
collateralized in accordance with the Colorado Public Deposit Protection Act. The collateral shall
have a market value equal to or exceeding 102 percent of the difference between the insured
amount and the City’ stotal deposits for al funds within the institution.

Money Market Mutual Funds registered under the Investment Company Act of 1940 that: 1) are
"no-load” (i.e.: no commission or fee shall be charged on purchases or sales of shares); 2) have a
constant net asset value per share of $1.00; 3) limit assets of the fund to securities authorized by



state statute; 4) have a maximum stated maturity and weighted average maturity in accordance
with Rule 2a-7 of the Investment Company Act of 1940; and 5) have arating of AAAm by
Standard and Poor's, Aaa by Moody's or AAA/V 1+ by Fitch.

Colorado Local Government Liquid Asset Trust (COLOTRUST) as authorized under CRS 24-75-
702.

Prime Bankers Acceptances, rated at least A-1 by Standard & Poor’s, P-1 by Moody’ s and F1 by
Fitch at the time of purchase by at least two services that rate them and shall be rated not less by
any service that rates them, with amaturity of six months or less issued on domestic banks or
branches of foreign banks domiciled in the U.S. and operating under U.S. banking laws.
Accepting banks must have a senior debt rating of A2 by Moody’sand A by Standard & Poor’s.
Prime Commercia Paper with a maturity of 270 days or less which, at the time of purchase, is
rated at least A-1 by Standard & Poor’s, P-1 by Moody’sand F1 by Fitch. At the time of
purchase, the commercial paper must be rated by at least two of the above stated rating agencies
at the stated minimum rating. 1f more than two of the above stated agencies rates an issuer, all of
those rating agencies must rate the issuer in accordance with above stated minimum credit
criteria. If the commercia paper issuer has senior debt outstanding, the senior debt must be rated
by each service that publishes arating on the issuer as at least A2 by Moody’s, A by Standard and
Poor’sand A by Fitch.

Corporate Bonds issued by a corporation or bank with afinal maturity not exceeding three years
from the date of trade settlement, rated at least AA- by Standard & Poor’s, Aa3 by Moody’s, or
AA by Fitch at the time of purchase by each service that rates the debt. Authorized corporate
bonds shall be U.S. dollar denominated, and limited to corporations organized and operated
within the United States with a net worth in excess of $250 million.

At December 31, 2008, the Joint Venture had cash and investments of $3,911,404, as follows:

Unrestricted
Deposits and investments with the City of
Englewood internal investment pool $ 1,523,979

Restricted
Investments outside the City of
Englewood internal investment pool 2,387,425

Tota deposits and investments $ 3,911,404

Disclosuresrelating to credit risk, the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment; interest rate risk, the risk that changesin market
interest rates will adversely affect the fair value of an investment; and concentration of credit
risk of Englewood’ sinternal investment pool is disclosed in the City’s Comprehensive Annual
Financial Report. Thisreport may be obtained by calling the City of Englewood’ s Department of
Finance and Administrative Services at 303-762-2300 or by visiting Englewood’ s website at
www.englewoodgov.org.

The restricted investments shown above are funds held by a trustee representing construction
retainage held in escrow. The investmentsinclude U.S. Treasury Bills and Money Market Funds
consisting entirely of U.S. government securities that are explicitly guaranteed by the U.S.
Government.



Note 3 — Restricted Cash

Under the terms of the joint venture agreement, the venturers agreed to restrict cash to finance major
capital repairs and replacements. The venturers have each restricted $1,000,000 of their sewer fund

cash and investments in accordance with the agreement.

Note 4 — Capital Assets

Capital asset activity for the year ended December 31, 2008 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets not being depreciated

Land $ 4811859 $ 551,133 $ - $ 5362992

Construction in process 105,800,913 8,493,480 (177,397) 114,116,996
Total capital assets not being depreciated 110,612,772 9,044,613 (177,397) 119,479,988
Capital assets being depreciated

Treatment plant 71,718,370 180,710 - 71,899,080

Vehicles 518,156 80,505 - 598,661

Operating machinery and equipment 9,080,299 69,973 (38,910) 9,111,362

Other improvements 1,129,401 - - 1,129,401
Total capital assets being depreciated 82,446,226 331,188 (38,910) 82,738,504
Less accumulated depreciation for:

Treatment plant 42,876,690 805,649 - 43,682,339

Vehicles 406,597 27,203 - 433,800

Operating machinery and equipment 4,265,675 589,460 (38,910) 4,816,225

Other improvements 217,763 36,268 - 254,031
Total accumulated depreciation 47,766,725 1,458,580 (38,910) 49,186,395
Total capital assets being depreciated, net 34,679,501 (1,127,392) - 33,552,109
Total capital assets, net $ 145292273 $ 7,917,221 $ (177,397) $ 153,032,097

Note 5 — Risk M anagement

The Joint Venture is exposed to various risks of 1oss related to torts; thefts of, damage to and

destruction of assets; errors or omissions; injuries to employees; and natural disasters.

In order to reduce insurance costs, the Joint Venture participates in the City of Englewood’ s Risk
Management and Health Insurance Programs. Amounts payable to the City are based on historical
claims experience. Pleaserefer to the City’s Comprehensive Annual Financial Report for complete
descriptions of the City’ s risk management activities. Settled claims have not exceeded insurance

coverage in any of the past three years.



Note 6 — Commitments and Contingencies

Lowry L andfill

In 1984, the cities of Englewood and Littleton in addition to a number of other communities were
named as potentially responsible parties in the Lowry Landfill Superfund site as aresult of sanitary
sewer sludge that was deposited between September 1977 and June 1980 at the landfill through the
direction and approval of the Colorado Department of Health.

In an agreement reached in March, 1994, Englewood and Littleton paid $1,224,547 and $704,788,
respectively, to the City and County of Denver, Waste Management of Colorado, Inc. and Chemical
Waste Management of Colorado, Inc. in exchange for arelease of claims against the cities and for
holding the cities harmless of claims from other partiesinvolved in Lowry. In addition, Englewood
and Littleton have agreed to pay .6347% and .3653%, respectively, of the amount by which certain
expenses for cleaning up Lowry exceed $319,000,000 in 1992 dollars.

Whileit currently appears unlikely that future cleanup costs will exceed that amount, the cities are
unable to predict, with certainty, the extent and probability of its share of future cleanup costs.

Note 7 — Tax, Spending and Debt Limitations

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

The cities of Englewood and Littleton account for the operations of the Joint Venture within their
respective sewer utility funds. Any TABOR implications or considerations related to the Joint
Venture have been considered individually by each of the cities as part of their annual financial
reporting process.
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