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In 1980, through a vote of eligible electors, Highlands Ranch Water & Sanitation District (“Highlands Ranch
Water”) was formed as a political subdivision of the State of Colorado and created as a quasi-municipal
corporation to provide municipal water and wastewater services. In 2024, the Board of Directors approved
changing Centennial Water & Sanitation District’s name to Highlands Ranch Water & Sanitation District,
which took effect on January 2™, 2025.

Highlands Ranch Water is authorized to construct, own, operate, and maintain municipal water and
wastewater facilities, including raw water storage and conveyance facilities, water treatment facilities,
water pumping and transmission lines, water storage reservoirs, water supply wells and related
equipment, metering facilities, trunk wastewater lines and manholes, lift stations, and wastewater
treatment facilities, and to provide water and wastewater service to residential and non-residential
customers.

Authority is vested in the five-member Board of Directors (“Board”), with members elected to serve as at-
large representatives. In 2022, the Board began transitioning from a developer board to a resident board.
Two residents were elected in 2022 with the other three elected in 2023. A subsequent election was held in
2025, and elections will continue biennially. The Board is responsible for passing resolutions, adopting the
Annual Budget and Capital Improvement Plan, appointing committees, and hiring Highlands Ranch
Water's general manager and legal counsel. Board members are elected to four-year staggered terms with
either two or three Board members elected every two years.

Highlands Ranch Water currently provides municipal water and wastewater services in accordance with
service agreements entered between the Highlands Ranch Metropolitan District (“Metro District”),
Mirabelle Metropolitan District (“Mirabelle”), and Northern Douglas County Water and Sanitation District
(“Northern Douglas”). Highlands Ranch Water also delivers treated water to two neighboring special
districts— Castle Pines North Metropolitan District and Roxborough Water and Sanitation District—
pursuant to “wheeling agreements”.

Our complex system includes the rivers, aquifers, reservoirs and canals that provide water; the plants that
treat water and wastewater; the hundreds of miles of pipelines and thousands of separate pieces of
infrastructure that deliver it all to our customers; andover100 employees who keep things running day in
and day out, 24 hours a day, 365 days a year.
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Service Area and Demographics

Highlands Ranch Water’s Service Area is located in the northwest portion of Douglas County, Colorado,
approximately 12 miles south of downtown Denver. Highlands Ranch Water serves the communities of
Highlands Ranch, Solstice, and Northern Douglas County.

The map below shows the entirety of our service area:
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Over 94% of our customers live in Highlands Ranch. As one of the largest master planned communities in
the state Highlands Ranch offers its citizens the benefits of the Colorado outdoors and convenient access

to the Denver Metro area’s strong job market and economy. Highlands Ranch Water serves approximately
110,000 residents.
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The demographic data presented in the following pages comes from the 2024 American Community Survey
1-Year Estimates. Highlands Ranch Water considers the following when preparing for the annual budget:

Age ranges of service area population

Household structure

Home ownership rates and median household value

Household income and unemployment

In considering population and household demographics, Highlands Ranch Water is better able to plan for
and provide services effectively.

As 90% of Highlands Ranch Water’s funding comes from rates, reductions in household populations have
a directimpact on the development of rates to support inflationary cost increases, resources to fund
required capital projects and on-going major repair.
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Compared to the United States and the State of Colorado, Highlands Ranch has a higher share of
family/married households. Highlands Ranch is experiencing a higher increase in median age than
Colorado and the United States; 6.5% increase versus 2.4% and 1.8%, respectively.

50.0

40.0

30.0

20.0

10.0

0.0

Median Age
| 2024 2019 |
| 39.2
@' 38.5

Highlands Ranch Colorado

United States

40%

30%

20%

10%

0%

Population by Age Range

Highlands Ranch

m 2024 2019 |

<19

(]
[22]

>6

0

20to 39 40to 59

Homeownership rates and household value data helps Highlands Ranch Water understand the variability
of rate collections due to housing turnover and housing values. Using this information, Highlands Ranch
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Water is better able to forecast revenues that aren’t driven by unpredictable weather events. At the end of

2024, the vacancy rate in Highlands Ranch was 1.4%.
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At the end of 2024, the unemployment rate in Highlands Ranch was 4.2%, compared to 4.3% in Colorado

and 4.6% in the United States.
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Board Of Directors

Highlands Ranch Water is governed by a board of directors, which, pursuant to state law, consists of five
members. To be eligible for nomination to the board, prospective board members must be electors of
Highlands Ranch Water as defined by state law. Directors are elected to staggered four-year terms of office
at successive biennial elections.

Tammy Essmeier Terry Nolan SJ Light

Chair Vice Chair Treasurer
202510 2028 2023 to0 2027 2023 to 2027

Juli Faller Frank Jo

Assistant Secretary Assistant Secretary
202510 2028 2023 to 2027

Highlands Ranch Water board meetings begin at 5:30 p.m. on the last Monday of the month, and study
sessions are held on the preceding Tuesday beginning at 7:30 a.m. Both meetings are held at the Hendrick
Office Building, 62 Plaza Drive. The public is invited to attend. Those who wish to attend virtually may do so
via the Zoom platform. The meeting link will be posted on each agenda. Please Note: If you have a disability
and need auxiliary aids or services, please notify us at 303-791-0430 at least 24 hours before the meeting.
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Organizational Chart
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Guiding Principals

Vision
To set the standard of excellence for community-based water and wastewater utility services through
innovative practices in finance, operations, and resource management.

Mission
To provide safe, sustainable, and reliable water and wastewater services to our customers with superior

quality and value.

Core Values

SAFETY

We work to ensure a safe living and working environment for our employees and our customers.
TEAMWORK

We collaborate with internal teams, customers, and regional partners to achieve our goals.

VISION

We remain forward-looking and strive to provide leadership within the water and wastewater community.
EXCELLENCE IN SERVICE

We strive for excellence in all facets of our industry, including customer service, water quality and
environmental stewardship.

INTEGRITY

We take pride in our work and demonstrate honest and ethical behavior. We respect the valuable
resources we are entrusted with and protect them for future generations.

Our customers rely on us every day to deliver safe, clean, and reliable water and to ensure we provide
efficient and environmentally compliant wastewater treatment. In turn, we rely on our customers to provide
the resources we need to get that job done efficiently and responsibly.

We face many challenges, but we are prepared to meet them. Variable water supplies (from very dry to very
wet years), aging infrastructure, increasingly stringent regulations, and rising costs all contribute to the
complexity of providing exceptional service to our customers. We feel that our dedicated and experienced
staff, along with our history of strategic planning, puts us in a strong position to take on challenges as they
come.

Excellence
in Service

Integrity Teamwork Vision

10



Highlands Ranch Water & Sanitation District
2026 Adopted Budget

Strategic Focus Areas

The Board of Directors and staff regularly evaluate the strategic focus areas that Highlands Ranch Water
should prioritize for the benefit of our customers and the community as a whole. Below are certain focus
areas that the Board and staff currently spotlight.

1. Water Supply Sustainability

Water resources are the cornerstone of our future. Without sufficient quantities of reliable water for
current and future needs, we can’t accomplish our mission.

Integrated Water Resources Planning

Our water resources staff continually evaluates the availability of water in Highlands Ranch Water’s
portfolio and compares that to anticipated needs. We look for opportunities to strengthen our existing
portfolio, acquire additional resources and anticipate potential changes.

Water Resources Projects

The successful completion of the Chatfield Reservoir Reallocation Project allowed us to store an
unprecedented quantity (almost 7,000 acre feet) of additional water in 2024. We hope to continue that
success with innovative projects that will protect current resources, improve efficiency, and acquire
additional resources when possible.

2. Human Health and Environmental Stewardship

Our primary requirements are to treat and deliver high quality water in sufficient quantity to meet our
customers’ needs, and to collect and treat wastewater to a standard that preserves and protects our
natural environment.

Joe Blake Water Treatment Plant Improvements

Our 2018 water master plan recommended several projects to replace aging infrastructure and increase
treatment capacity for renewable surface water. Phase 1A, completed in 2024, improved pre-treatment
and boosted the plant from a capacity of 26 million gallons per day (MGD) to 30 MGD. We started
construction of Phase 1B in 2024, with scheduled completion in 2026. This phase of the project is focused
on improving chemical storage capacity and reliability. Finally, we are currently advancing the design of
Phase 2 based on updated build-out demand forecasts and the EPA’s recent PFAS drinking water
regulation. We will complete design for this phase in 2026 and hope to begin construction in 2027. For
more information on the phased projects at the water treatment plant, please see the Capital
Improvement Plan beginning on page 75.

Marcy Gulch Wastewater Treatment Plant Improvements

Our 2016 wastewater master plan recommended several projects to replace aging infrastructure and
improve the environmental quality of our wastewater effluent. Our current project, which started in 2019
and concluded in 2025, allows us to safely and efficiently process 8 MGD and meet stringent regulatory
requirements for treatment. We anticipate that future phases will be necessary to further improve the
treatment process in order to protect water resources to an even higher level.
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Collection and Distribution System Improvements

Master planning to improve performance and maintain the reliability of our collection and distribution
system will get underway in 2026. We will begin conducting a cathodic protection study for water
transmission lines and continue our pipeline and valve replacement projects.

3. Financial Stability

Financial strength is a non-negotiable element of our success, and we are continuously working to ensure
we have the resources available to uphold our commitment to provide the best possible — and completely
reliable — water services to our customers for the next 40 years and beyond. We owe our customers great
service at a fair price, but we can’t afford to make shortsighted decisions in the near term that will leave
excessive burdens for our future customers.

Capital Improvement Planning

As capital projects have a substantial impact on overall quality of our services but also the financial
resources of Highlands Ranch Water, our capital improvement plan looks at major requirements for the
next 10 years and prioritizes projects to maintain operations, regulatory requirements, and safety.

Customer Billing Software

We implemented a new and improved customer billing software system in 2025. This was the first major
upgrade to this system in decades and is providing a more interactive and informative experience for our
customers. We hope to use the new system to improve communication and education for all our
stakeholders.

Employee Engagement

Our team is the key to our success. We focus on recruiting the right people, training them to perform their
jobs successfully, and creating a positive culture that shows them we’re committed to them, so they
commit to us.

Employee Advisory Committee

In 2023, we improved and empowered our Employee Advisory Committee to facilitate communication and
provide a venue for constructive suggestions and dialogue. The committee is composed of front-line staff
who understand the challenges of day-to-day work and can communicate those to senior management
with the goal of improving the culture of the entire organization.

Continuous Learning

We are committed to challenging our staff and providing them opportunities to grow as professionals,
leaders, and people. Staff have the resources and opportunities to learn and advance through their careers
by achieving a variety of qualifications that facilitate their career growth. They attend regional conferences
on subjects including operations, regulations, community outreach, water conservation, and water utility
best practices, among many others.

5. Stakeholder Partnerships

We are stronger when we create trusting relationships with our customers and other stakeholders.
Highlands Ranch Water strives to be a leader in the communities we serve and in Colorado’s larger water
community.
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Communications Planning

We started to focus more on community relations with our first full time digital communications specialist
in 2024. As we grow our capabilities, we have had success in increased outreach — through an improved
website, stories in local news, enhanced communication through email and social media, and an
increasing number of community events.

Citizens Engagement Committee

We started working with our third class of volunteers to serve on our Citizens Engagement Committee in
2025. We envision this committee as a group of interested and engaged citizens who can learn more about
our services, provide feedback from a community perspective, and be ambassadors for our larger
customer base.

Board of Directors Elections

We held elections for two board seats in May 2025. Staff have already started the early stages of preparing
for our next election in 2027, which will have three board seats up for election.

Regional Partnerships

Our staff and board serve on a wide variety of water industry groups and engage on topics as varied as
water supply, best practices in operations, community outreach, water conservation, and shaping the

regulatory environment.

Protecting Our Water Supply

Water conservation and efficiency have been a key focus of Highlands Ranch Water’s demand
management plan since its inception in 1980. Highlands Ranch Water operates a conjunctive use water
supply system that enables the use of surface water and/or groundwater sources to reliably provide water
for our customers. The graphic below gives an overview of how water is used in Colorado:
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2026 Adopted Budget - All Funds

2026
2024 2025 2025 Water Capital Debt Financial Total
Actual Budget Projected Operating Acquisition Major Repair Related Assurance Adopted
Sources of Funds
Water Utilization $ 35,187,089 $ 35,929,435 $ 35,196,050 $ 33,792,320 $ 4,476,400 $ - $ - $ - $ 38,268,720
Wastewater Treatment 16,558,296 16,028,040 17,000,000 18,685,400 - - - - 18,685,400
Infrastructure Improvement Fee 3,832,546 4,012,560 4,221,600 5,544,000 - - - - 5,544,000
Intergovernmental 821,334 934,570 729,975 958,595 - - - - 958,595
Other Operating 541,103 246,305 486,850 486,850 - - - - 486,850
Non-Operating 372,729 162,045 3,177,865 198,500 - - - - 198,500
Net Investment Income 7,021,253 864,105 2,498,100 172,800 - 634,700 214,400 - 1,021,900
Contributed Capital 3,578,830 3,243,125 2,260,695 - 415,200 3,431,260 57,285 - 3,903,745
Revenue Bond Proceeds 78,881,534 - - - - - - - -
Total Sources of Funds 146,794,714 61,420,185 65,571,135 59,838,465 4,891,600 4,065,960 271,685 - 69,067,710
Uses of Funds
Water Operations 12,724,542 14,682,837 14,156,145 15,232,935 185,500 - - - 15,418,435
Water Leases 8,014,446 8,277,407 7,681,375 5,351,065 4,105,714 - - - 9,456,779
Wastewater Operations 7,180,768 7,426,927 7,647,340 7,886,610 - - - - 7,886,610
Technical 6,530,653 7,154,723 7,392,879 7,620,665 - - - - 7,620,665
Administrative 4,799,336 4,862,716 5,307,065 6,556,565 - - - - 6,556,565
Capital/Major Repair 33,962,242 15,220,000 32,242,500 - 2,440,000 48,957,205 - - 51,397,205
Debt Related 12,977,310 10,865,818 10,865,818 - - - 10,864,317 - 10,864,317
Total Uses of Funds 86,189,296 68,490,428 85,293,122 42,647,840 6,731,214 48,957,205 10,864,317 - 109,200,576
Other Sources/(Uses)

Fund Transfers (See Detail) - - - (16,275,000) 2,500,000 500,000 13,275,000 - -
Total Other Sources/(Uses) - - - (16,275,000) 2,500,000 500,000 13,275,000 - -
Net Change in Fund Balance 60,605,418 (7,070,243) (19,721,987) 915,625 660,386 (44,391,245) 2,682,368 - (40,132,866)
Fund Balance - Beginning 91,908,780 144,984,014 152,514,198 17,283,984 9,879,454 63,476,302 21,444,505 20,707,967 132,792,212

Fund Balance - Ending $ 152,514,198 $ 137,913,771 $ 132,792,211 $ 18,199,609 $ 10,539,840 $ 19,085,057 $ 24,126,873 $ 20,707,967 $ 92,659,346
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Operating Fund

This fund accounts for the regularly occurring operating costs necessary to deliver water and wastewater
services.
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Sources Of Funds

Highlands Ranch Water’s Operating Fund is heavily reliant on water and wastewater rates. As such, each
year when budget owners submit their requests for next year’s funding, the Finance Department must
evaluate which requests are absorbable within the parameters of a rate increase, as directed by the Board.

The table below shows the Operating Fund’s sources of revenue for 2024 actual, 2025 budgeted, 2025
projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025

Sources of Funds Actual Budgeted Projected Adopted Actual Projected
Source of Funds from Rates

Water Utilization $ 30,700,147 $ 31,468,375 $ 30,694,650 $ 33,792,320 10.1% 10.1%

Wastewater Treatment 16,558,296 16,028,040 17,000,000 18,685,400 12.8% 9.9%

Infrastructure Improvement Fee 3,832,546 4,012,560 4,221,600 5,544,000 44.7% 31.3%
Al Other Sources

Intergovernmental 821,334 934,570 729,975 958,595 16.7% 31.3%

Other Operating 541,103 246,305 486,850 486,850 -10.0% 0.0%

Non-Operating 372,729 162,045 3,177,865 198,500 -46.7% -93.8%

Net Investment Income 3,403,754 158,800 401,700 172,800 -94.9% -57.0%
Total Sources of Funds $ 56,229,909 $ 53,010,695 $ 56,712,640 $ 59,838,465 6.4% 5.5%
% From Rates 91% 97% 92% 97%
% From All Other Sources 9% 3% 8% 3%
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The breakout of the Operating Fund’s revenues from rates, which account for 97% of the Operating Fund’s

financial resources for the 2026 budget, are as follows:

Other
3.0%

Water Rates
56.5%

2026 Sources of Funds

Infrastructure
ImprovementFee
9.3%

Wastewater Rates
31.2%

The graph below shows the breakout of revenues from all other financial sources projected for 2026:

Technical
17.9%

Administrative
15.4%

Wastewater
Operations
18.5%

2026 Uses of Funds

Water Operations
35.7%
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The increase in rate revenues is discussed on page 29. The reduction in non-operating income is due to a
one-time payment in 2025 and the increase in intergovernmental revenue is discussed on page 42.

The Operating Fund has certain requirements it must meet before the requested expense budgets are

approved. They are:

1. Ending fund balance must be at least 40% of next year’s estimated operating costs. This amount was
reduced from 50% as of December 31, 2025. If requests exceed these limitations, the Finance
Department will work with the individual departments and leadership to determine which operating
costs can either be scaled back or deferred to the next budget year.
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2. Revenues must not only recover the total cost of operations; they must also meet the required debt
service coverage ratios as required by Highlands Ranch Water’s debt covenants and allow for annual
transfers to the debt service fund.

Any funds in excess of these requirements can be transferred to the Capital and Major Repair Fund, the
Water Acquisition Fund, or the Financial Assurance Fund. These transfers are prioritized by the fund
balance needs of these funds.

Understanding future infrastructure needs and debt service requirements, staff presented a resolution to
the Board of Directors in December 2025 to support a change in the minimum fund balance from 50% of
next year’s estimated operating costs to 40% of next year’s estimated operating costs. The 2025 projected
budget and the 2026 budget are presented with the minimum fund balance requirement 40% of the next
year’s estimated operating costs.

Uses of Funds by Expense Type

The graph below shows the Operating Fund’s uses of funds for 2026 by expense type:

Meters
Materials & Supplies
Contracted Services
Utilities G
Water Supply I
Chemicals
Purchased Services

Staffing |

*For a detailed breakout, please see Appendix 5

Staffing

The largest cost in the Operating Fund is for staffing, representing 32.9% of the 2026 budget. While this is a
significant amount, Highlands Ranch Water’s commitment to providing quality water and wastewater
services is backed by the priority of recruiting and, most importantly, retaining talented staff. Keeping staff
turnover low is how we ensure that there are limited to no disruptions to services.

Purchased Services

The largest costs in the Purchased Services category are for professional services including water
sampling, IT services, and invoice processing (24.3%), repair services (21.9%), and other miscellaneous
services such as manhole rehabilitation, lagoon cleaning, and equipment installation (19.6%).

Chemicals

Water and wastewater treatment chemicals are vital to the operations of our water and wastewater plants
and continue to remain a large operating cost in our annual budget.
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Contracted Services

Contracted services include legal support (73.5%), liability insurance (24.3%), and the annual financial
audit (1.8%). Also included here are costs for director elections (0.4%).

Water Supply

Water supply costs that are charged to the Operating Fund are related to Highlands Ranch Water’s surface
water lease portfolio, broken out as follows:

Surface Water Leases
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
’ $395,400
$-
City of Englewood Denver Water Castle Rock All Others
(5,520 AF) (1,000 AF) (1,000 AF) (208 AF)

Utilities
Pumping water requires a significant amount of electricity, which makes up 95.1% of utility costs.
Materials and Supplies

A priority of any annual budget is to preserve Highlands Ranch Water’s existing assets and staff work
diligently to do just that. Repair parts account for 49.8% of the costs of materials and supplies with all
other categories making up the remaining 50.2%.

Meters

Each year, Highlands Ranch Water systematically replaces outdated customer meters with AMI
technology. This cost also includes the data necessary to transfer water meter data to staff so they may
track water use and backflow testing fees.
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Year Over Year Changes

Below is a table showing the 2024 actual, 2025 budgeted, 2025 projected, and the 2026 adopted uses of
funds by expense type:

Variance to
2024 2025 2025 2026 2024 2025

Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 12,080,995 $ 12,869,958 $ 12,839,203 $ 14,025,470 16.1% 9.2%
Purchased Services 6,175,814 6,440,306 6,745,851 6,871,250 11.3% 1.9%
Chemicals 5,142,419 5,535,498 5,801,730 6,697,085 30.2% 15.4%
Water Supply 6,299,536 5,171,097 4,866,375 5,351,065 -15.1% 10.0%
Utilities 3,637,464 4,589,986 3,784,000 3,857,105 6.0% 1.9%
Contracted Services 1,100,231 1,375,000 1,625,170 2,475,000 125.0% 52.3%
Materials & Supplies 2,272,969 2,170,255 2,573,075 2,271,380 -0.1%  -11.7%
Meters 694,142 1,036,100 1,018,900 1,099,485 58.4% 7.9%

Total $ 37,403,570 $ 39,188,200 $ 39,254,304 $ 42,647,840 14.0% 8.6%

As seenin the table above, there are notable variances to several line items. The primary reasons for these
variances are attributed to the following:

e Wages & Benefits increases are directly related to increases in health insurance benefits (11.0%) and
the average annual wage increase (6.21%). This increase includes a cost-of-living adjustment of
4.21% with the remaining being variable based on performance. This line also includes the cost of
retirement plan contributions and federal payroll costs.

e Since 2023, the cost of treatment chemicals has increased significantly. Additionally, Highlands
Ranch Water will begin purchasing chemicals that, while they are more expensive, help with the
overall treatment process.

e Water supply costs are related to projected water demand in the upcoming year that we will need to
acquire through our surface water leases.

e Contracted service costs are increasing due to higher than normal legal costs projected for 2026.

o Water meter replacements are normally purchased on a two-year cycle. To continue the meter
replacement program, a large purchase will be made in 2026. This includes increased software costs
related to data necessary to read customer meters.

Highlands
Ranch
WATER
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Uses of Funds by Activity

The graph below is a visualization of the Operating Fund’s budgeted costs for 2026 by activity:

watersuppty | | 55,551,065
Administatve | | 56.556,565]
Technical - [ 57,620,665
Wastewater Operations

$15,232,935
Water Operations

*For a detailed breakout, please see Appendix 4

Water Operations (35.7%)

All costs associated with the operations of the water plants, pumping and groundwater facilities, and
water meter installations.

Wastewater Operations (18.5%)
All costs associated with the operations of the wastewater treatment plant and the collection system.
Technical (17.9%)

These costs are associated with managing our water resources (including conservation), water and
wastewater sampling, SCADA, GIS, engineering, and fleet.

Administrative (15.4%)

Governance, human resources, finance, IT, customer service, and administrative building operations
costs are captured here.

Water Supply (12.5%)

Highlands Ranch Water has entered into multiple water lease agreements which support the water supply
available to customers. Note that the Water Acquisition Fund also carries costs for water leases.
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Year Over Year Changes

The table below shows 2024 actual, 2025 budgeted, 2025 projected, and 2026 adopted uses of funds by
activity:

Variance to
2024 2025 2025 2026 2024 2025
Activity Actual Budgeted Projected Adopted Actual Projected
Water Operations $ 12,593,276 $ 14,572,737 $ 14,040,645 $ 15,232,935 21.0% 8.5%
Administrative 4,799,336 4,862,716 5,307,065 6,556,565 36.6% 23.5%
Wastewater Operations 7,180,768 7,426,927 7,647,340 7,886,610 9.8% 3.1%
Technical 6,530,653 7,154,723 7,392,879 7,620,665 16.7% 3.1%
Water Supply 6,299,536 5,171,097 4,866,375 5,351,065 -15.1% 10.0%
Total $ 37,403,570 $ 39,188,200 $ 39,254,304 $ 42,647,840 14.0% 8.6%

The increase to Water Operations is primarily the result of the increased costs for treatment chemicals
while the increase in administrative costs is primarily the result of increased legal and contract costs.

Net Change in Fund Balance

The net change in fund balance for the Operating Fund for 2024 actual, 2025 budgeted, 2025 projected, and
2026 adopted are as follows:

Variance to
2024 2025 2025 2026 2024 2025

Actual Budget Projected Adopted Actual Projected

Sources of Funding $ 56,229,909 $ 53,010,695 $ 56,712,640 $ 59,838,465 6.4% 5.5%

Uses of Funding (37,403,570) (39,438,200) (39,254,304) (42,647,840) 14.0% 8.6%

Net 18,826,339 13,572,495 17,458,336 17,190,625 -8.7% -1.5%

Net Fund Transfers (16,000,000) (11,512,560) (20,263,300) (16,275,000) 1.7%  -19.7%
Accumulation (Use)

of Fund Balance 2,826,339 2,059,935 (2,804,964) 915,625 -67.6% 132.6%

Fund Balance - Beginning 17,262,609 20,426,624 20,088,948 17,283,984 0.1%  -14.0%

Fund Balance - Ending $ 20,088,948 $ 22,486,559 $ 17,283,984 $ 18,199,609 -9.4% 5.3%

The increase in fund balance over 2025 projected is directly attributed to the increase in rates and
managing amounts transferred into other funds. The ending 2025 and 2026 fund balances are presented at
40% of the next year’s operating costs, as approved by the Board of Directors in December 2025.
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Capital And Major Repair Fund

This fund accounts for the financial resources needed for the construction of capital improvement projects
or major repair projects identified in Highlands Ranch Water’s Capital Improvement Plan. Projects that are
considered for capital or major repair classification are to acquire or construct an asset generally with a
value exceeding $25,000 and an expected life of ten years or more. Project appropriations continue in
effect for the duration of the project period as these projects may span more than one year due to the
scope of work. The major repair or replacement of equipment, vehicles, smaller renovations of facilities,
and the purchase of miscellaneous new equipment are accounted for in this fund as well.

(- Water Capacity Fees ) (- Capital Improvement
* Infrastructure Improvement Projects
Fee e Major Repair Projects
* Tap Options * Vehicles & Equipment
e Tap Fees
* Contributed Capital
* Investments

Sources of (=3

Funds

Sources Of Funds

The table below presents revenues for capital and major repair for 2024 actual, 2025 budgeted, 2025
projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Sources of Funds Actual Budgeted Projected Adopted Actual Projected
Contributed Capital $ 2,598,350 $ 2,763,025 $ 2,091,870 $ 3,431,260 32.1% 64.0%
Net Investment Income 3,303,365 702,400 1,822,400 634,700 -80.8% -65.2%
Fund Transfers - 4,012,560 - 500,000 100.0% 100.0%
Total Sources of Funds $ 5,901,715 $ 7,477,985 $ 3,914,270 $ 4,565,960 -22.6% 17%

The graph below shows the breakout of funding sources projected for 2026:

Fund Transfers 2026 Projected
11.0% Sources of Funds

Investments
13.9%

Contributed
Capital
75.1%
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Uses Of Funds

Capital and major repair projects have a substantial impact not only on the overall quality of water and
wastewater service delivery but also to Highlands Ranch Water’s financial resources. As such, the uses of
revenues in this fund are governed by Highlands Ranch Water’s 10-Year Capital Improvement Plan which
can be found on pages 75-86.

The table below shows the 2024 actual cash outflows, the 2025 budgeted projects, 2025 projected cash
outflows, and 2026 adopted projects:

Variance to
2024 2025 2025 2026 2024 2025

Project Area Actual Budgeted Projected Adopted Actual Projected
Water System $ 25,360,142 $ 13,650,000 $ 28,509,485 $ 24,871,000 -1.9%  -12.8%
Wastewater System 7,679,843 3,600,000 1,690,580 6,600,000 -14.1%  290.4%
In-Tract Lines - 1,100,000 220,000 1,775,000 100.0% 706.8%
Other Projects - 610,000 209,760 550,000 100.0% 162.2%
Vehicles & Equipment 405,500 930,000 929,145 1,149,000 183.4% 23.7%
Prior Year Rollforward - - - 14,012,205

Total $ 33,445,485 $ 19,890,000 $ 31,558,970 $ 48,957,205 46.4% 55.1%

The increase for 2025 projected versus 2025 budgeted is due to the timing of costs for improvements at the
water treatment plant.

Budgeting For Uses of Funds

Actual and projected costs are presented as cash outflows while budgeted costs are represented as
anticipated total project appropriations. This is because budgeted costs must equal the total cost of the
capital or major repair project, regardless of whether it’s a multi-year project or not, so that fund balance is
set aside for Highlands Ranch Water to enter into project specific contracts in the budget year.

At the end of each year, Finance will reach out to project managers to verify which projects have been
completed. Any unspent project funds will be rescinded, and the fund balance will increase by those
unspent funds.

The table below is utilized by finance to track how much in previously appropriated project funds are
outstanding. This helps manage fund balance and anticipated cash needs. The table below shows the roll
forward of appropriated funds used in developing the 2026 budget:

Appropriations carried forward from 2024 $ 44,985,830
2025 appropriations 9,714,685
2025 projected cash outlay (31,559,000)
2025 appropriations rescinded (4,941,620)
Appropriations carried forward to 2026 18,199,895
2026 projected appropriations 34,945,000
2026 projected cash outlay (48,957,205)
2026 projected rescissions (4,187,690)
Appropriations remaining at 12/31/2026 $ -
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Net Change in Fund Balance

The net change in fund balance for the Capital and Major Repair Fund for 2024 actual, 2025 budgeted,

2025 projected, and 2026 adopted are as follows:

Variance to
2024 2025 2025 2026 2024 2025

Actual Budget Projected Adopted Actual Projected

Sources of Funding $ 84,783,249 $ 3,465,425 $ 3,914,270 $ 4,065,960 -95.2% 3.9%

Uses of Funding (33,445,486) (15,190,000) (31,559,000) (48,957,205) 46.4% 55.1%

Net 51,337,763 (11,724,575) (27,644,730) (44,891,245) 187.4% 62.4%

Net Fund Transfers - 4,012,560 - 500,000 100.0% 100.0%
Accumulation (Use)

of Fund Balance 51,337,763 (7,712,015) (27,644,730) (44,391,245) 186.5% 60.6%

Fund Balance - Beginning 39,783,269 91,974,046 91,121,032 63,476,302 59.6%  -30.3%

Fund Balance - Ending $ 91,121,032 $ 84,262,031 $ 63,476,302 $ 19,085,057 -79.1%  -69.9%

The significant change to ending fund balance is primarily due to spending down the Series 2024A revenue

bond proceeds for the Water Treatment Plant Phase 1B project.
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Water Acquisition Fund

This fund accounts for the operating and capital costs related to WISE water delivery and the costs of
storage at Chatfield Reservoir. It also absorbs some of the capital costs related to the acquisition of
surface water and construction of facilities to capture, store and deliver surface water.

e Water Leases
¢ \Water Storage
¢ Capital and Major Repair

e \Water Rates
¢ Contributed Capital
¢ |nvestments

Sources of

Uses of Funds

Funds

Sources Of Funds

This fund is primarily supported by a portion of the base water rate, transferred from the Operating Fund on
a monthly basis. The 2026 budget assumes a transfer of $1.00 per thousand gallons. This fund also
receives fees charged to recover the costs of acquiring and managing water supply. The water acquisition
fee is charged at $1,480 per 34” tap equivalent and the channel stabilization surcharge is a one-time $250
per 3” tap equivalent at the time a new tap is requested.

The table below presents sources of funds for water acquisition for 2024 actual, 2025 budgeted, 2025
projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Sources of Funds Actual Budgeted Projected Adopted Actual Projected
Water Utilization $ 4,486,943 $ 4,461,060 $ 4,501,400 $ 4,476,400 -0.2% -0.6%
Contributed Capital 820,310 376,360 83,040 415,200 -49.4%  400.0%
Net Investment Income - 50 - - 0.0% 0.0%
Total Sources of Funds $ 5,307,253 $ 4,837,470 $ 4,584,440 $ 4,891,600 -7.8% 6.7%

Contributed capital revenues are charged on actual development therefore collections tend to be volatile
year-over-year.

Uses Of Funds - Operating
Water Infrastructure Supply Efficiency (WISE) Water

The WISE partnership is a regional project between Denver Water, Aurora Water and 10 members of the
South Metro Water Supply Authority; Highlands Ranch Water joined the group in 2013. The WISE
partnership works by recapturing water used by Denver Water and Aurora Water customers which is re-
treated and shared, when available, with members. WISE has committed to provide members 100,000
acre-feet of water every decade, with 10% of total supply dedicated to us. The large increase in costs for
WISE in 2026 is related to the anticipated increase in WISE water delivered to Highlands Ranch Water.
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Chatfield Water Storage

Chatfield operating costs projected for 2026 are increasing due to the continuation of an assessment of
maintenance that needs to be performed at the reservoir that was primarily caused by the large amount of
rain the area saw in 2023. The increase is also attributed to the cost of $152 per acre-foot of storage space.

The graph below presents the uses of funds for water acquisition operating costs 2024 actual, 2025
budgeted, 2025 projected, and 2026 adopted:

Uses of Funds

m WISE Agreement = Chatfield Storage |

$4,000,000

$3,200,000
$2,400,000
$1,600,000 [ $1,223,195] | $1,115,000 | $1,055,355|
$800,000 I I

2024 Actual 2025 Budgeted 2025 Projected 2026 Adopted

$-

Uses Of Funds - Capital

The table below shows the uses of funds for capital projects for 2024 actual, 2025 budgeted, 2025
projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Project Actual Budgeted Projected Adopted Actual Projected
WISE $ - $ 80,000 $ 500,000 $ 2,430,000 100.0%  386.0%
Wells 496,601 50,000 176,470 - -100.0% -100.0%
Other Projects 20,155 - 7,060 10,000 -50.4% 41.6%
Total $ 516,756 $ 130,000 $ 683,530 $ 2,440,000 372.2%  257.0%

Capital costs anticipated for 2026 are higher due to preliminary charges for a WISE water line connection,
which is cost-shared between all WISE members. The 2025 projected costs are higher than 2025 budget
due to a payment to the South Metro WISE Authority. This payment was made from capital project funds
appropriated prior to 2025.
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Net Change in Fund Balance

The net change in fund balance in the Water Acquisition Fund for 2024 actual, 2025 budgeted, 2025
projected, and 2026 adopted are as follows:

Variance to
2024 2025 2025 2026 2024 2025

Actual Budget Projected Adopted Actual Projected

Sources of Funding $ 5,307,253 $ 4,837,470 $ 4,584,440 $ 4,891,600 -7.8% 6.7%

Uses of Funding (2,362,931) (3,351,810) (3,614,000) (6,731,214) 184.9% 86.3%

Net 2,944,322 1,485,660 970,440 (1,839,614) -162.5% -289.6%

Net Fund Transfers (2,728,830) (2,378,830) - 2,500,000 -191.6% 0.0%
Accumulation (Use)

of Fund Balance 215,492 (893,170) 970,440 660,386 -206.5% 31.9%

Fund Balance - Beginning 8,693,522 8,742,223 8,909,014 9,879,454 13.6% 10.9%

Fund Balance - Ending $ 8,909,014 $ 7,849,053 $ 9,879,454 $ 10,539,840 18.3% 6.7%

The change in fund balance is due to the previously mentioned increase in operating costs, the capital
commitment for WISE, which includes a transfer from the operating fund to the water acquisition fund for
future expenditures.

Debt Service Fund

This fund is used to account for the accumulation of resources for the payment of debt obligations.

¢ Fund Transfers ¢ Capital Improvement
e Contributed Capital Revenue Bonds
¢ [nvestments ¢ Water Storage Loans

Sources of

Funds

Sources Of Funds

This fund is primarily supported by transfers from other funds; fund transfers must be sufficient so that the
ending fund balance has capacity for the next year’s annual debt service payments. Other sources of
revenue include: (1) an annual option payment in an amount equal to 2% of the tap fee for all taps reserved
for Mirabelle Metro District that have yet to be placed in service; 301 taps estimated to be outstanding at
the end of 2025, and (2) Interest income from existing fund balance. The table below presents sources of
funds for debt service for 2024 actual, 2025 budgeted, 2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Sources of Funds Actual Budgeted Projected Adopted Actual Projected
Contributed Capital 160,170 103,740 85,785 57,285 -64.2% -33.2%
Net Investment Income 314,134 2,855 274,000 214,400 -31.7% -21.8%
Fund Transfers 18,728,830 10,228,830 18,250,000 13,275,000 -29.1% -27.3%
Total Sources of Funds $ 19,203,134 $ 10,335,425 $ 18,609,785 $ 13,546,685 -29.5% -27.2%
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Outstanding Debt Service Amounts - Five-Year Segments

u Water Wastewater
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Water Related Debt

On October 15, 2015, Highlands Ranch Water entered into three loan agreements with the Colorado Water
Conservation Board (CWCB) to fund the Chatfield Reallocation Project. The loans were approved in the
aggregate amount of $44,400,000 and required Highlands Ranch Water to contribute at least 10 percent of
the project cost, bringing the total loan approval to $48,888,000. To cover the increased cost of
construction, in 2018 the Board authorized an increase of $9,046,267 to the loans for a maximum
aggregate amount of $53,446,267. The final loan maturity is on November 1, 2051.

Highlands Ranch Water issued its Series 2024A Water and Wastewater Revenue Bonds dated February 1,
2024 in the par amount of $70,000,000 for the purpose of financing the capital improvements to the Joseph
B. Blake Water Treatment Plant. The bonds have a final maturity of December 1, 2053.

The table below shows the total outstanding debt service for the CWCB Loans and the Series 2024A Water
and Wastewater Revenue Bonds:
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Water Related Annual Debt Service
2026-2053
Total

Year Principal Interest Debt Service

2026 $ 1,337,505 $ 4,951,725 $ 6,289,230

2027 1,377,630 4,911,600 6,289,230

2028 1,418,959 4,870,271 6,289,230

2029 1,461,527 4,827,702 6,289,230

2030 1,505,373 4,783,856 6,289,230
2031-2035 10,291,998 23,163,900 33,455,899
2036-2040 15,663,142 20,806,007 36,469,149
2041-2045 18,878,117 17,594,531 36,472,649
2046-2050 32,191,660 13,433,061 45,624,720
2051-2053 32,251,591 3,355,311 35,606,902

Total $ 116,377,502 $ 102,697,965 $ 219,075,467

The graph below shows the 5-year payment schedule, broken down by debt source:
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Wastewater Related Debt

Highlands Ranch Water issued its Series 2019A Water and Wastewater Revenue Bonds dated January 17,
2019 in the par amount of $64,355,000 for the purpose of financing the engineering, design, and
construction of the Phase 2 upgrades to the Marcy Gulch Wastewater Treatment Plant. These
improvements are time sensitive modifications which enable Highlands Ranch Water to comply with
regulatory discharge requirements. The bonds have a final maturity of December 1, 2048.

The table below shows the total debt service for the Series 2019A Water and Wastewater Revenue Bonds:
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Wastewater Related Annual Debt Service
2026-2053
Total

Year Principal Interest Debt Service

2026 $ 1,500,000 $ 3,075,088 $ 4,575,088

2027 1,575,000 3,000,088 4,575,088

2028 1,655,000 2,921,338 4,576,338

2029 1,735,000 2,838,588 4,573,588

2030 1,825,000 2,751,838 4,576,838
2031-2035 10,580,000 12,296,688 22,876,688
2036-2040 13,370,000 9,508,788 22,878,788
2041-2045 16,925,000 5,959,325 22,884,325
2046-2050 12,400,000 1,324,050 13,724,050
2051-2053 - - -

Total $ 61,565,000 $ 43,675,788 $ 105,240,788

The graph below shows the 5-year payment schedule for the bonds:

Wastewater Related Debt Service Amounts- Five-Year
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Debt Limits

Highlands Ranch Water has no statutory debt limits under Colorado law and no Board-adopted debt
policy. Instead, all borrowing capacity is governed by covenants contained in the debt resolutions. The
debt covenants require that:

1. Recurring revenues need to be sufficient to pay annual operating expenses and 100% of annual debt

service:
1x Annual Debt Service Coverage
Year Annual Operating Net Investment Recurring Operating Net Debt Service
Debt Service Revenue Income/(Loss) Revenue Expenses Recurring Revenue  Coverage

2024 $12,692,183 $ 56,940,369 $ 7,021,253 | $63,961,622 $(39,249,746)| $ 24,711,876 1.95
2025 10,865,817 57,634,475 2,498,100 | 60,132,575 (42,184,804) 17,947,771 1.65
2026 10,864,317 63,943,565 1,021,900 | 64,965,465  (46,939,054) 18,026,411 1.66

2. Netrecurring revenues plus capital contributions must be sufficient to pay annual operating expenses
and 125% of annual debt service:
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Year Annual Net Plus Capital Total Debt Service
Debt Service Recurring Revenue Contributions Net Revenue Coverage
2024 $12,692,183  $ 24,711,876 $ 3,530,310 | $28,242,186 2.23
2025 10,865,817 17,947,771 2,260,695 | 20,208,466 1.86
2026 10,864,317 18,026,411 3,903,745 | 21,930,156 2.02

3. Netrevenues plus up to 25% of annual debt service from the Rate Stabilization Account (Financial
Assurance Fund) must be sufficient to pay annual operating expenses and 125% of annual debt

service:
Additional Coverage Allowed
Annual Total Rate Stabilization 25% Debt Service
Yea .
Debt Service Net Revenue Account Balance  Allowance Coverage

2024 $12,692,183 $ 28,242,186 $ 18,694,664 $ 3,173,046 2.48
2025 10,865,817 20,208,466 20,707,967 2,716,454 2.11
2026 10,864,317 21,930,156 20,707,967 2,716,079 2.27

4. Beforeissuing new debt, Highlands Ranch Water must show that recurring revenues are sufficient to
pay 100% of the maximum annual debt service including the new debt, and that net revenues, plus
eligible amounts from the Rate Stabilization Account (capped at 25% of annual debt service), are
sufficient to cover at least 125% of the maximum annual debt service with the new debt included.

Net Change in Fund Balance

The net change in fund balance for the Debt Service Fund for 2024 actual, 2025 budgeted, 2025 amended,
and 2026 adopted are as follows:

Variance to
2024 2025 2025 2026 2024 2025

Actual Budget Projected Adopted Actual Projected

Sources of Funding $ 474,304 $ 106,595 $ 359,785 $ 271,685 -42.7% -24.5%

Uses of Funding (12,977,310) (10,865,817) (10,865,817) (10,864,317) -16.3% 0.0%

Net (12,503,006) (10,759,222) (10,506,032) (10,592,632) 15.3% -0.8%

Other Sources/(Uses) 18,728,830 10,228,830 18,250,000 13,275,000 -29.1% -27.3%
Accumulation (Use)

of Fund Balance 6,225,824 (530,392) 7,743,968 2,682,368 -56.9% -65.4%

Fund Balance - Beginning 7,474,713 5,146,455 13,700,537 21,444,505 186.9% 56.5%

Fund Balance - Ending $ 13,700,537 $ 4,616,063 $ 21,444,505 $ 24,126,873 76.1% 12.5%
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Financial Assurance Fund

This fund is set aside to support unanticipated shortages in revenue or unplanned costs. Use of the
Financial Assurance Fund allows Highlands Ranch Water to manage annual increases in rates that may
otherwise be negatively impacted by economic conditions, new regulations, or other unforeseen events.

A fund transfer is contemplated if revenues received exceed that year’s operating costs, or it may be
decreased to support shortfalls in any of the other funds. The 2026 plans for a transfer of $2,013,300,
increasing the fund balance from $18,694,667 to $20,707,967.

Fund Transfers

Prior to the 2026 budget, the Operating Fund had an ending fund balance requirement of 50% of next year’s
projected operating expenditures. Beginning in 2025, the Board approved a reduction of this was 40%.

Operating revenues are first used for operating expenses and a transfer to the Debt Service Fund to, at a
minimum, maintain enough fund balance to satisfy next year’s debt payments. If after satisfying these
requirements excess fund balance exists, the Operating Fund may make transfers to the other funds which
are prioritized by each fund’s need for additional financial resources.

The following chart details the Operating Fund’s flow of financial resources proposed for 2026:
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Operating Fund Revenue $ 59,838,465

\ Y Y

Operating Debt Fund Capital
Expenses Transfer Transfer

The schedule of transfers between funds for 2024 actual, 2025 budgeted, 2025 projected and 2026
adopted are as follows:

$ 42,647,840 $ 13,275,000 $ 500,000

2024 2025 2025 2026
Transfer Actual Budget Projected Adopted
Operating Fund
From (to) Debt Service Fund $ (16,000,000) $ (7,500,000) $ (18,250,000) $ (13,275,000)
From (to) Capital/Major Repair Fund - (4,012,560) - (500,000)
From (to) Water Acquisition Fund - - - (2,500,000)
From (to) Financial Assurance Fund - - (2,013,300) -
Net Transfers (16,000,000) (11,512,560) (20,263,300) (16,275,000)
Capital and Major Repair Fund
From (to) Operating Fund - 4,012,560 - 500,000
Net Transfers - 4,012,560 - 500,000
Water Acquisition Fund
From (to) Debt Service Fund - - - 2,500,000
From (to) Debt Service Fund (2,728,830) (2,728,830) - -
Net Transfers (2,728,830) (2,728,830) - 2,500,000
Debt Service Fund
From (to) Operating Fund 16,000,000 7,500,000 18,250,000 13,275,000
From (to) Water Acquisition Fund 2,728,830 2,728,830 - -
Net Transfers 18,728,830 10,228,830 18,250,000 13,275,000
Financial Assurance Fund
From (to) Operating Fund - - 2,013,300 -
Net Transfers - - 2,013,300 -
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Summary

Highlands Ranch Water is managed by five departments with each having specifically identified functions to
achieve successful District operations and customer accountability.

Primary Goals And Objectives
Department performance is measured on an annual basis and success is measured by the following:

e Administration — ensure Highlands Ranch Water is following and meeting the Vision, Mission, and
Strategic Goals as mandated by the Board

e Human Resources - sustain staffing levels through successful recruitment and training, and
continuously monitor District culture for staff retention

e Public Works - ensure District facilities are in compliance with all applicable regulations through the
effective management of capital and major repair projects

e Finance - safeguard Highlands Ranch Water’s financial resources by accurately managing the short
and long-term operating and capital objectives of Highlands Ranch Water

e Operations —reliably deliver safe drinking water to the community and manage the successful
treatment of wastewater

Departments
|
| | | | |
Administration i Public Works Finance Operations
Resources
Water &
General Manager Recruiting Engineering Accounting Wastewater
Operations
. Project . Facilities & Asset
Communications Safety Management Budgeting Management
Revenue & Asset Field Operations
Water Resources Payroll GIS Management & Maintenance
Water Lab and
. Benefits Business Support Billing Regulatory &
Conservation .
Complaince
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Administration

The Administration Department is led by the General Manager. Leadership and staff in this department are
primarily responsible for the following:

e General leadership and management and implementation of policies set by the Board

e Responsible management of Highlands Ranch Water’s water supply and plan for future water needs
e Development of programs and services for the responsible use and conservation of water

e Creation and distribution of public information materials for citizen engagement

The table below shows the operating expenses for the Administration Department for 2024 actual, 2025
budgeted, 2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025

Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 1,155,063 $ 1,225,485 $ 1,245,825 $ 1,317,070 14.0% 5.7%
Contracted Services 661,593 1,000,000 1,060,000 1,790,000 170.6% 68.9%
Materials & Supplies 50,470 46,800 45,900 50,000 -0.9% 8.9%
Purchased Services 701,510 867,115 878,430 907,430 29.4% 3.3%
Total $ 2,568,636 $ 3,139,400 $ 3,230,155 $ 4,064,500 58.2% 25.8%

The graph below shows the allocation of operating expenses for the Administration Department for the
2026 budget:

Purchased 2026

Services Uses of Funds
$907,430

Materials &
Supplies
$50,000

Staffing
$1,317,070

Contracted
Services
$1,790,000

The increase in contracted services is directly related to higher than normal legal costs projected for 2026.
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Human Resources

The Human Resources Department s led by the Director of Human Resources and is shared with the
Highlands Ranch Metro District, however there are certain costs incurred by the Department that are
specific to Highlands Ranch Water. Leadership and staff in this department are primarily responsible for
the following:

e Centralized recruitment of staff, coordination of the benefit programs, and payroll
e Coordination of in-house training and organizational development
e Management of safety procedures and safety education

The table below shows the operating expenses for the Human Resources Department for 2024 actual, 2025
budgeted, 2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 223,632 $ 246,460 $ 414,419 $ 466,870 108.8% 12.7%
Materials & Supplies 25,282 7,000 29,500 32,700 29.3% 10.8%
Purchased Services 32,310 34,930 27,406 72,930 125.7% 166.1%
Total $ 281,224 $ 288,390 $ 471,325 $ 572,500 103.6% 21.5%

The graph below shows the allocation of operating expenses for the Human Resources Department for the
2026 budget:

Purchased Services
$72,930

2026 Uses of Funds

Materials &
Supplies
$32,700

Staffing
$466,870

The increase in staffing is primarily a result of payroll related expenditures being reclassed to the Human
Resources Department from the Finance Department to align with responsibilties of the respective
departments. The increase in wages and benefits is a result of the average annual increase in wages and
the increase in benefit costs, and the addition of an FTE in 2024.
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Public Works

The Public Works Department is led by the Director of Public Works and certain staff are shared with the
Highlands Ranch Metro District, however there are certain costs incurred by shared staff that are specific
to Highlands Ranch Water. All costs incurred by non-shared staff are specific to Highlands Ranch Water.

Leadership and staff in this department are primarily responsible for the following:
e Central direction, coordination, and supervision of engineering and contract administration

e Maintenance of accurate and complete geospatial data, enabling the Board and managers to make
decisions impacting the future of Highlands Ranch Water in an informed and logical manner

e Facilitation of design and construction of capital and major repair projects

The table below shows the operating expenses for the Public Works Department for 2024 actual, 2025
budgeted, 2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025
Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 1,088,068 $ 1,404,293 $ 1,182,315 $ 1,311,260 20.5% 10.9%
Materials & Supplies 19,5625 24,120 30,620 25,810 32.2% -15.7%
Purchased Services 278,826 326,111 367,987 474,210 70.1% 28.9%
Total $ 1,386,419 $ 1,754,524 $ 1,580,923 $ 1,811,280 30.6% 14.6%

The graph below shows the allocation of operating expenses for the Public Works Department for the 2026
budget:

Purchased
Services
$474,210

2026 Uses of Funds

Materials &
Supplies
$25,810
Staffing
$1,311,260

The increase in wages and benefits is a result of the average annual increase in wages and the increase in
benefit costs. In 2024, the department had vacancy savings.
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Finance

The Finance Department is led by the Director of Finance and is shared with the Highlands Ranch Metro
District, however there are certain costs incurred by the Department that are specific to Highlands Ranch
Water. Leadership and staff in this department are primarily responsible for the following:

e Preparation of financial reports and coordination of the independent audit

e Direction of the third-party investment portfolio and management of debt activities

e Financial planning, preparation of long-range financial forecasts, and preparing the annual budget
e Management and coordination of IT systems and customer service

The table below shows the operating expenses for the Finance Department for 2024 actual, 2025 budgeted,
2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025

Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 1,426,480 $ 1,633,015 $ 1,266,738 $ 1,527,565 7.1% 20.6%
Contracted Services 410,960 335,000 545,170 645,000 56.9% 18.3%
Materials & Supplies 104,069 164,410 175,530 155,520 49.4% -11.4%
Purchased Services 1,083,233 708,550 1,018,658 937,880 -13.4% -7.9%
Total $ 3,024,741 $ 2,840,975 $ 3,006,096 $ 3,265,965 8.0% 8.6%

The graph below shows the allocation of operating expenses for the Finance Department for 2026 budget:

2026 Uses of Funds

Purchased Services
$937,880

Materials &
Supplies
$155,520

Staffing
$1,527,565

Contracted
Services
$645,000

The increase in wages and benefits is a result of the average annualincrease in wages and the increase in
benefit costs and vacancy savings in 2024 and 2025. The increase in contracted services is related to
property and liability insurance.
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Operations

The Operations Department is led by the Director of Operations. Leadership and staff in this department
are primarily responsible for the following:

e Operation and maintenance associated with the transport of water through the distribution system
and treatment of surface water sources to comply with the Safe Drinking Water Act

e Operation and maintenance of Highlands Ranch Water’s wastewater collection system including
cleaning and emergency repairs to sewage transport facilities

e Preventative maintenance associated with capital equipment and facilities

The table below shows the operating expenses for the Operations Department for 2024 actual, 2025
budgeted, 2025 projected, and 2026 adopted:

Variance to
2024 2025 2025 2026 2024 2025

Expense Type Actual Budgeted Projected Adopted Actual Projected
Staffing $ 8,187,752 $ 8,360,705 $ 8,729,905 $ 9,402,705 14.8% 7.7%
Materials & Supplies 2,073,623 1,927,925 2,291,525 2,007,350 -3.2% -12.4%
Purchased Services 4,274,997 4,707,600 4,637,370 4,755,300 11.2% 2.5%
Meters 694,142 1,036,100 1,018,900 1,099,485 58.4% 7.9%
Water Supply 8,014,446 8,277,407 7,681,375 9,456,779 18.0% 23.1%
Chemicals 5,142,419 5,535,498 5,801,730 6,697,085 30.2% 15.4%
Utilities 3,601,346 4,541,486 3,735,500 3,806,105 5.7% 1.9%
Total $ 31,988,726 $ 34,386,721 $ 33,896,305 $ 37,224,809 16.4% 9.8%

The graph below shows the allocation of operating expenses for the Operations Department for the 2026
budget:

Utilities 2026 Uses of Funds
$3,806,105

Staffing
Chemicals $9,402,705
$6,697,085
Materials &
Supplies
$2,007,350
Purchased Services
Water Supply $4,755,300
$9,456,779

Meters
$1,099,485

The increase in wages and benefits is a result of the average annual increase in wages and the increase in
benefit costs. Increases in water supply is for use of surface water lease allowances. Chemical costs are
increasing primarily due to the construction of the chemical building at the Water Treatment Plant.
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Capital
Improvement Plan
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Capital, major repair, and water acquisition projects (referred together as “capital”) have a substantial
impact to not only the overall quality of water and wastewater service delivery but also to Highlands Ranch
Water’s financial resources. This Capital Improvement Plan (the “CIP”) provides a framework to
comprehensively understand the overall infrastructure of the system and aids in prioritizing the projects
needed to maintain the system to a high standard of safety, integrity, and excellence in service.

This CIP presents a 10-year capital plan across the various activities of Highlands Ranch Water, identifying
and defining the capital projects that have a noteworthy impact on financial resources and operations.
Projects for inclusion in the CIP come from a variety of sources including department requests, long-range
strategic plans, the long-term capital replacement program, and regulatory requirements. As capital costs
in the aggregate customarily exceed regularly recurring revenue, Highlands Ranch Water uses the CIP to
plan for future financial needs such as increased fund transfers from the Operating Fund or other
financials mechanisms such as debt or grants.

Project Prioritization

Due to changes in operational needs, regulations, and any other impactful event, projects identified in this
document may be removed or deferred to future years. While the staff acknowledge there are inherent
risks in deferring projects, Highlands Ranch Water is operationally and fiscally responsible when
prioritizing projects. The Capital Improvement Plan is updated annually to capture any year-over-year
financial or other significant changes that may impact project timelines.

During the annual budget process, the General Manager and staff meet to re-evaluate the CIP. Together
they analyze the previous year’s identified projects to determine if any changes need to be made. To make
these determinations they review:

1. Changes infinancial resources available for capital projects
Changes in project costs due to inflation and/or change in scope
Events that occurred during the year that warrant a new (or accelerated) project

Any regulatory changes requiring accelerated capital improvements

o 0N

Any change to water supply needs

During this process, the group will also review changes to financial resources by inputting the updated CIP
costs into a forecast model. The model shows if financial resources can absorb all project costs within a
water and wastewater rate increase that is justifiable to customers and the Board. If more financial
resources are needed, there are two options:

1. Re-prioritize projects in the CIP

2. ldentify ways the financial resources can be augmented
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Staff present the final CIP schedule and forecast model to the Board during their November budget
workshop where, utilizing staff feedback, the board can review the CIP schedule and provide direction
regarding project prioritization.

Major Capital Projects

The sections below provide a narrative detail on notable capital and major repair projects. For a fill list of
projects, see pages 85-86.

Joseph B. Blake Water Treatment Plant (JBWTP)

The JBWTP was constructed in 1986 and then expanded and upgraded in 1999. The Plant is a conventional
surface water treatment facility and is located at the northwest corner of Highlands Ranch just south of C-
470 on the south side of Plaza Drive.

Primary raw-water sources come from the South Platte River (including some local South Platte alluvial
groundwater) and groundwater from the Laramie-Fox Hills aquifer well located near the forebay of the
Plant. Highlands Ranch Water uses the Chatfield Reservoir water storage facility (permanent storage
space granted by the US Army Corps of Engineers), the South Platte Reservoir (owned by Highlands Ranch
Water) and McLellan Reservoir (leased through the City of Englewood) to store raw water.

Upon completion of several projects currently identified in the 10-year CIP, the JBWTP will meet the
maximum day demand (MDD) required after the service boundaries are at 100 percent buildout. This will
maximize flexibility of available water resources by allowing MDD to be met wholly from surface water
sources. Other water resources, such as WISE water or groundwater, are available to meet the
community’s needs during severe drought or during winter months if the JBWTP needs to be taken off-line
to accommodate maintenance, repairs, and/or construction projects.

JBWTP Capital Projects Overview

Staff have established the ultimate goal of achieving a reliable maximum treatment capacity of 40 million
gallons per day (MGD). In 2018, Highlands Ranch Water commissioned a Water Treatment Utility Plan
(WTUP) for the purpose of evaluating the condition of existing equipment and the effectiveness of each
treatment process, providing design recommendations, and developing conceptual cost estimates for
improvements that would enable Highlands Ranch Water to achieve its core values.

The WTUP outlined five (5) sequential design and construction phases intended to achieve capacity goals
while maintaining compliance with anticipated regulatory requirements. After an evaluation of project
financing, it was determined that Phase 1 would be more financially viable if it was split into two phases:
1A and 1B. Additionally, Phase 5 of the WTUP improvement project is currently deemed unnecessary under
existing regulatory requirements, however staff evaluates this annually.

Phase 1A

This Phase focuses on the modification of existing pre-treatment processes, providing a system that meets
the minimum Colorado Department of Public Health and Environment (CDPHE) flocculation hydraulic
retention time requirements and improves settled water turbidity (a measure of the clarity of a liquid) by
replacing existing tube settlers with plate settlers. Additionally, this project includes the in-kind
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