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Board of Directors B : :
Silver Heights Water and Sanltatlon Dlstrlct
Castle Rock, Colorado ”3”__.n

I have audlted the accompanylng flnan01al statements of the bus:.ness type

activities of (the) Silver Heights Water -and Sanitation District, as of and for
the year ended December 31, ‘2016, and the related notes to the financial

Bruce L. Fosdick, CPA, PC o
Certified Public Accountant .~ 7

1 Oakwood Park Profcssmnai Center e o

statements, which collectively comprise the D;Lstrlct s bagic financial statements_ SRR

as listed in the 'I‘able of Contents.

Management -1 Respons:.b;l:.ty :Eor the Pinancial Statements

Management is respon51ble for the preparatlon and fair presentation of these

financial statements in accordance with accounting principles generally accepted
in the United States of America; this .includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation

of financial statements. that are free from material mlsstatements, whether due. B

to fraud or error.

Imditox 8 Responsibila.ty

My responss.b111t:y is to express opinlons on these flnanc:Lal statements based on

accepted in the Unlted States of Amer:f.ca " Those standards require that I pian
and perform the audit to obhtain reasonable assurance about whether the f:.na.nc:a.al
statements are _fre of mat:erlal mlsst:atement. :

An auéit 1nvolves performlng procedures t:o obtain audit ‘evidence about the

amounts and disclosures .in the...f_lnanc:\.al ‘statements. The procedures selected

depend on ‘the :auditor’s judgment, “including the assessment of the risk of._;'_." s

material m:.sstatement ©of the f1nanc1a}. ‘statements, whether due to fraud or error. S

In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial statements in

order to design. audit 'procedures that "are ‘appropriate in the circumstances, "but:_ i

internal control. Accordingly, I express no such opinion. An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness 1 . i
of significant accounting estimates made by management, as well as evaluat::.ng the_-.' -

cverall presentatlon of the fJ.nanCJ.al statements.

I believe that the aud:.t ev:l,dence I have obtalned is sufflc:t.@nt and appropr:.ate

to provide a basns for my audlt oplnlons. k




Opinions

In my opinion, the financial statements referred to above present fairly, in all
material respects, ‘the regpective financial position of the business-type
activities of Silver Heights Water and Sanitation District as of December 31,
2016, and the respective changes in financial position and cash flows thereof for

the year then ended in accordance w1th accountlng principles generally accepted 3;73'57"

in the United States of America

Other Hatters.

Required Supplementary Informatlon u'__,_fﬁ

Accounting prlnC1ples generally accepted in the United States of America requlre

that the management’s discussion and analysis on pages 3 through 7 be presented.:fﬂ“n**V

to supplement tha.basic.financial:Statements. Such ‘information, although not .a
part 'of ‘the 'basic :financial statements, is required by the -Governmental

Accounting Standards Board, who considers it to be an essential part of financial ...

reporting for placzng ‘the “basic. financial 'statements in ‘an  appropriate

operational, economic, ‘or hlstorlcaE:Context. I have applied certain limited .

procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of
1nqu1r1es of management ‘about the methods of preparing the information and
compar;ng the 'information .for . con51stency with management's responses to my

inquiries, the basic.financial statements, and other knowledge I obtained during .~ ... . .~
my audit of ‘the basic . financial statements. . I do not express an opinion .or .

provide any assurance on.the information because the limited procedures. do .not

provide 'me thh 'sufficient . .evidence :to . express an opinion or 'provide any,ﬂ:fi:f”

assurance,

Otber Informatlon.a

My audit was made for the purpose of formlng opinions on the financial statements
that collectively comprise. the Silver Heights Water and Sanitation District'’s

bagic financial statements,_ MThe supplemental information on pages 21 and 22 .is ~fﬂ755“3”
presented for purposes of. addltlonal ana1y51s and is not a requlred part of the .

basic flnanc1a1 statements

This 1nformatlon is. the respon51b111ty of management and was derived from and.x; S
relates directly fo. the underlylng accounting and other records. used to prepare“fj’ SR
the baslc financial - statements. “The : 1nformat10n has been subjecte& ‘o the ..

certain addltlonal pxqgeduxes, 1nclud1ng comparing -and reconciling . such_fﬂtﬂ*~-'

information directly to the underlying accounting and other records used -

prepare ‘the basic financial /statements -or to the ‘basic financial statementS-{
themselves, and.other addltlonal proceduzes in accordance w1th.aud1t1ng standards ..
generally ‘accepted -in ‘the United -States .of America. In my ~opinion, :the . i
information is fairly. stated in all materxal respects, in relation to the basic -

financial statements -taken as a whole..

Bruce L. Fosdick, CPA, SPC.
Castle Rock, Colorado -
September 28, 2017 SRS




: SILVER HEIGHTS WATER AND SANITATION DISTRICT
:  ?M3NAGEMENT 5. DISCUSSIQN AND ANALYSIS

The discussion and analy51s is deszgned to provaée an analysis of the DlStrlCt s
financial condition and operating results and to inform the readexr on the_g,}
District's flnanc1a1 1ssues and actlvztles L
The Management's DiSCUSSlon ané Analy51s (MD & A)should be read in conjunctlon_”jf:
with the DiStrlCt 8 ba51c flnanczal statements. R

Management elected to adopt the prov1s;ons of a new accounting standard (GASB 63)

which changed the presentation .of the .District’s 'eguity (now called *Net . -': -
Position”). This election required the restatement of the financial statements - - 7 ¢
for 2011. ' The change had no other materlal Cimpact on  cash flows, budget S
reportxng or other compllance reporting L SRR

Financial Hzghlights

& Net Pos;tlon decreased by $57 504 (6.07%) when compared to 2015 fff*”'””:{h

Overview of the financial Statements pfhfﬁfﬁ

The basic financ1al statements of the District are presented as a spe01a1 purpose
government engaged only 1n bu31ness type act1v1t1es - prov1d1ng water and sewer -
utility servzces._ R -

The Statement of Net Position presents information on all of the Districtfs S
assets and 1iabilities,.withuthe.difference between the two reported ias net ...
pesition. Over time, .increases or decreases .in the net position may serve as & el
useful indicator of whether the flnanc1a1 p051t10n of the District is 1mprov1ng Sl
or deterloratlng s . SRR

The Statement of ,Revenues, “Expenses  and Changes in Net Position presents - ' -
information which .reflects how .the District’s net position changed during the -~ %)
past year. All ‘changes “in -the net pogition are reported 'as 'scon as.the /' % ->"
underlying event giving rise to the change occurs, regardless of the timing of ...

the related ‘cash “flows. ' “Thus, “revenues -and expenses are reported'in the -0 -
statement for some items that will .only result in cash flows in future flscalhie::“
periods. - :

The Statement of Cash Flows reports the Dlstrict s cash flows from operat1ng,_f757:”'
non- capltal flnanC1ng,-cap1tal and 1nvestxng activities.

These flnanc1al statements dlstlngulsh functlons of the District that w111 be-;3”
principally supported by service charges. The functions of the District include - '
effective and economical operation -of water and sanitation systems w1th1n theh{__””_},
jurlsdlctlonal boundarles of the Dastrxct.: P

In addltlon to the ba31c fznanc1al statements and.accompanylng'notes this xeport el
also presents ‘certain supplementary -information concerning  the DlStrlCt R
budgetary comparlsons presenteé for lega1 compllance .

The notes Lo flnanc1a1 'statements prov;de additional 1nformatlon that Sl
essential tec & full understandlng' of the data prov;ded in ‘the flnanc1a3_fh];ﬂ
statements, : -




. NET POSITIONS

Water and Sewer

Year Ending December 31, & it oo iiii 2016 2015

ASSETS

8 182,160 $ 197,150 -
L 178,301 828,321 SRS
960,461 1,025,471 i

Current Assets ... .-
Capital Assets a
Total Assets .-

LIABILITIES

Current Liabilities 20,242 19,048

Long-term liabilities . -~ i _ 50,664 59,365

Total Liabilities -~ -+ 7957906 78,413

NET POSITION _ L
718,869 828,321

Net Investment 1n capltal assets o _
Unrestricted . : 370,686 118,736 -
Tctal net p051tlon_,”;; _;S 889‘555 $ 847,057 -

As noted earller, ‘net p051t10n may serve over tlme as a useful 1nd1cator of the SRR TR
District’s financial position. ' In the case of the District, assets exceeded = .~
liabilities by . $889 555 -and $947, 057 for water and sewer for 2016 and 2015, .o
respectively. “No . 51gn1fzcant ‘changes -were noted in the 11ab111t1es of the”;ﬂlﬁr”
Dlstrlct for 2016 in comparlson w1th 2015 :

The largest portlon of the dlstrlct 5. net posmtlon reflects its 1nvestment 1n :
capital assets, less any related debt. used to acguire those assets that dis stlll -
outstanding. The District ‘uses ‘these capital assets to provide -services -to -
citizens; conseguently ts are not available for future spendlng




Review of Revanue, Expenses and
~~QChanges in th QOS;txons

Water and Sewer

s 2016 2015
REVENUE i 1Ef*——_—__——_ e s
Operatlng revenue SR % 155,786 $ 151,829
Non-operating revenue .. . ' | B 5,838 ' (2,030}
: Total revenue [ ' 161 .624 : 149,799 o
EXPENSES o AT
Admlnlstratlve and general R 61,617 44,648 oo
Depreciation i B AT 53,143 51,419 oot
Other operatlng expenses_;ﬂﬁ*%3 e 104,368 112,571
Total expenses RCTEE o 219,128 208,368 oot
CONTRTBUTTONS AND TRANSFERS S {57,504) (58,569} .
CAPITAL CONTRIBUTIONS AND TRANSFERS . &.°' - ' 0 0
Total capital. contrlbu;;ops : o
and transfers 0 0_
CHANGE IN NET POSITION S (57,504) (58,569)
NET POSITION - BEGINNING OF SRS
YEAR o 547,058 1,048,664 664
NET POSITION -~ END OF YEAR § 887!63 g 990509

Total expenses of the water and sewer operatlons increased $12,714 from 2015 to,,
2016. e R i s i

Budgetary H;ghlights;

The éastrlct prepares 1ts budget on the moalfled accrual basis of accountlng to.‘;ﬂ:::;ﬁﬂ-
recognize the fiscal 1mpact of debt issuance, sale of assets and debt repayments,

as well as capital. outlay in addition to operations and non-operating revenue and =i
contributions. Capital contributions of facilities and depreciation are mot .
reflected on the budget since they do not affect *funds available.” Additionally, .00
the budget includes the separation of the enterprlse and ‘government functlons cf_:fﬁljﬁg,.'
the District. I T

The total budg@ted revenue ‘of ‘the Dlstrlct was less . than actual revenues . by ffj ;g 
$6,84%. The total ctual expendltures of . the District were more than budgeted by oo
$41,862. S I

Capital Asset and Debt Administration

Capital Assets -

The District’s -investment 'in .capital ‘assets at December 31, 2016 amounts to ..
$778,300  (net of .accumulated. depreciation). This investment in capltal .assets -

includes water -system, 'sewer system and egulpment and vehicles. “Analysis of -
changes in capltal assets were as follows: : Vi




Water and Sewer

Percentage ... . .
2015 Change .

Water System . LU $l 757 187 $1,757,187 0
Sewer System I SEEERRS I 380,103 0
Equipment 3,550 0
Landscaping 53,996 0
Furniture 1,350 ]
Building 40,109 0
Land 13,969 0

Additional 1nformatlon on the Dlstr;ct 5, capltal assets can be found in Note_B__'
of this report. . R Sl RO

Long Term Debt i

On February 26, 2013 the Sllver Helghts Water and Sanitation District borrowed L
$90,000 from FirstBank. The loan bears a 3% interest rate over ten years. The.“f
loan was to pay for well rehabilitation. A hole was discovered in the well casing
which needed to . be replaced. The pump was_lowered due to declining water levels.
in the aqulfer... B :

Economic Factors and Next Year 8. Budget and Rateg

in the US. Nearly all of the water used An Douglas County comes from one source,-i
underground aguifers. These aqulfers are huge, stretchlng from Monument Hill to !
Fort Collins. Conseguently, ‘they 'serve -as the primary water source of most.;
communities in the ever growing Denver metropolitan area. There are many wells .
drilled dnto the aqu1fers and we. expect many more to be drllled. :

Castle Rock and Parker have plans to store water in the Reuter-Hess Reservoxr.':
The reservolr will be filled in two .ways. First, ‘they will capture “excess” water .-
{for example spring run-off) from Plum Creek and Cherry Creek.  {(Some water ‘has -/
to always flow downstream to users with senior water rights.) Water from this .
source is very unpredlctable and .could dry up durxng another drought. ‘Second, .
they will pump water from aquifers into the reservoir during low demand periods ::
(namely, the w1_ ) “Castle Rock 1111 depend on the aguifer for.a long
time. g >

Supply

There are fouxr aqulfers beneath Sllver Helghts From shallowest to deepest “they -
are the Dawson, Denver,_Arapahoe,_and Laramie-Fox Hills. 'The aguifers.can be
thought of as wet sponges -(wet sandy Soil) ‘sandwiched between bowls {layvers of -
hard rock} . Hobody knows how.guickly the aquifers refill, but the consensus is ..
that we are draining the water much more guickly than they are filling. There are -

some plans to 1n3ect rexcess” water back into the aqulfers, but most experts-are_g

The good news 1s.that:Sllver.Helghtsuls.near-where the *bowls” are deepest,”' S
the District - should continue to have water when others are struggling. However, - = .- ..
we have seen water_levels drop_by_about 30 feet per year. water experis explaln ;5;:__gz.f




that the dropping water level reflects a drop in artesian pressure. Artesian @ "
pressure is when the water higher up the sides of the bowl presses down on the .. .-
water at the bottom and forces it intec the well belonging to Silver Heights Water R
and Sanitation District and up toward the surface. Eventually, the District will L
be trying to pump water out of the well more qulckly than it flows into the well., .o
Management expects that to be several years in the future. AT

Choices at that.tlme_arenall very'expen51ve. The two most obvious cholces are to
dig a second well inte the same agquifer. and pump from each at half the prior
rate, Eventually, ‘the District will have to drill two more wells and run them all
at one-guarter rate. Alternatively, ‘the District can drill into the deepest
agquifer. Unfortunately, the well would be veryv deep so both drilling the well and -
pumping the water to .the surface would be expensive. Next, the water.in the . ...
Laramie . Fox~Hills -reservoir -is -very .- bracklsh and would reguire expen51ve_-133"”"

treatment to make lt drlnkable,

Rates

Since management antlclpates huge future expenses, they 'plan to -build -up
financial reserves. Further, 'they plan.to increase water rates in ways.that . 0. .
encourage .our ‘residents .to.use. water ‘ever. more frugally. iIn other words, the.g;_ﬂ;fzﬂ:
greater ‘the amount . of ‘water consumed by a customer, the greater the cost per .. =

gailon. To the extent permitted by Districts financial needs, every time the

to the rates charged by nearby communltles 80 that District rates are not out of_57'
lane w1th thelr rate

There was a water rate Ancrease effectlve January -1%%, 2016. The last rate DU
increase was two years ago. The rates were increased at higher tiers to encourage -7 . %7
water conservation. During 2008, ‘about 10% of residential customers consumed 50% . -

of .the water. productlon.-The new -rates . charge proporticnately more for.: these-r'
consumers who drive up the peak demand, because costs per gallon increases as .. . -
peak demand increases. 'The rates were also changed so only water used is billed ' % -
as opposed to the olé system that allowed up to 10,000 gallons of water for a. -
51ng1e rate. 'This .not .only . encourages conservation but customers who use a“ftﬁﬁ
minimum amount of water Saw & decrease 1n thelr water bill. R

¥\ nm;ntenance surcharge;zf $15 per_bllllng cyele for all re31dent1al and-]}

commercial customers was effectlve as .of January 1%, 2011. 'These funds are to
be used for the rehabllltatlon of the well, ‘and are to be segregated in a specxal SRS
account for that . ‘purpose These -fun&s. are being used 'to repay the well_.ﬁ}?;i;j,'
rehabilitation loan. o : TIPS,

Requests fox Iafoxmation

This report is de51gned to provmde a general overview of the District's flnances. v
Questions concerning any of the information provided in this report or reguests - 7ii0:
for additional ‘information ‘should be .addressed to: Silver Heights Water and o

‘Sanitation Dlstrlct 1027 Harvey_Street Castle Rock, €O 80109.




. SILVER HEIGHTS WATER AND SANITATION DISTRICT
: STATEMENT OF NET POSITION
- DECEMBER 31, 2016

ASSETS

CURRENT ASSETE -
Cash - Note D s RS
Accounts Receivable - Note E ﬂ
Investments_- Note G RN

$ 141,827
28,960

131,373

Total Current Assets_;] 182,160
CAPITAL ASSETS - Notes B 1 & 3 D
Water System TR LRE W 1,757,187
Sewer System - 380,103
Equipment . 3,550 . L
Furniture - ; 1,350
Land/Landscap;ng LTI s 71,087
Less Accumulated Depre01ation.:f3 RS (1.475,085) .-~
Total Capltal Assets f-”" 778,301

Total Assets . 960,461

LIABILITIES

CURRENT LIABILITIES SR

. 11,474
Note Payable u.Current Portlon

8,768

Total Current Llabllltles 20,242
Long-Term Lzabzlities .,.... S

Note Payable (net of current portzon) 50.664
Total_L;abllltles 70,906

NET POSITION LR
Net Investment_ln Capltal Assets 778,301
Unrestrlcted i 113,254
: Total Net Pos;tlon $ '8895555

The accompanylng notes are an 1ntegral part of these financial statements




STLVER HEEIGHTS WATER AND SANITATION DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
'/ FOR THE YEAR ENDED DECEMBER 31,

OPERATING REVENUE - -

Service Fees (Net) .. .+ ... .
Penalties i

Total Operating Revenue ..

OPERATING EXPENSES: S
Operating Expenges i

Admxnlstratlve Expenses_:ie}ef;;e:ff .

Total Operatlng Expenses ef_52?5i3

Loss From Operatlons:,
NON—OPBRATzNG_agvgnug_;;

Grant
Mlscellaneous Income_{”~;~;::

Interest Expenge . o0t
Interest and DlVléend Income- S

Total Non- Operata g Revenue g;?
Excess (Defacmency) Before Contrlbutlons::ﬁ

CAPITAL CON'.I‘RIBI._‘I‘I‘IONS
Tap Fees_ﬁ

Total Capital Conﬁrlbutlons.

CHANGE IN KET POSITION

NET POSITION - ;}eg_i,p.p;pg:_ef year .-

NET POSITION - End of year

The accompanylng notes are an 1ntegral part of these flnanc1al statements.

2016

5 449 875 RIS

S g R

157,511

61,617 .
219,128

( 63,342)

5,000 - it
2,512
(1,954} -
5,838
( 57,504)

o ;”

( 57;504)e;

' 247LQ59_e?fﬂjfﬁfff’ﬁ*
- 889.555_t533t.




”s:nvzn xn:snws wnmzn AND SANITATION DISTRICT
8 " STATEMENT OF CASH FLOWS
-;won_mnx YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FRQM OPERATING ACTIVITIES

Cash Recelved from Customers . R 151,877
Cash Payments for Goods & Servxces o {165,350)
Cash:Flows Prov1deé (Requlred}

(13,473) .=

CASH FLOWS ?ROK CAPIT&L AKD RELATED FINANCING ACTIVITIES

Interest Pa;d {1,954)
Debt Retired il (8,500}
Cash Flows Prov1ded (Requlred) by Capital RRERE AR
S and Related Flnanc1ng Act1v1t1es ' (;Qi4$41_ﬁ:fnf;5:
CASH FLOWS FROM INVES@ING ACTIVITzEs-'
Mlscellanecus Income 2,512
Purchase Assel. SRS {3,122)
Increase in. Investments {33)
Interest on. Investments 280

Grants . -.Z 5'000
Cash Fiows Prov1ded (Requlred)
I by Investlng Actlv1t1es

Net Increase(Decrease) in Cash e _ R S
¥ an& Restrlcte& Cash . (19{299);T'" '

Cash and Restrlcted Cash T January 1 2016 1?1!;17295

Cash and Re trlcted Cash Dec'mb ¥

_31 2016 141,827

RECONCILIATION OF OPERATING INCOME (LOSS) TO CASH FLOWS
PROVIDED (REQUIRED);BXHOPERATING.ACTIVITIES=

Losg from Operatlons {63,342}
Ad;ustments to'Recon01le Operatlng Income
{Loss) to . Cash Flows . Prov1ded (Requlred)
by Operating. Actavmtles '
Deprec atlon 53,143

Effect of Changes An Operatlng Assets and Liabilities
(Increase) Accounts Recelvable : o (e, 267)

Increase Accounts Payable 593
_- Total Adjustments _ 49,869 _
CASH FLOWS PROVIDED (REQUIRED) BY OPERATING ACTIVITIES (13.473)_];

The accompanying_nqtes_a:e an integral part of these financial statements.




" 'SILVER HEIGHTS WATER AND SANITATION DISTRICT
' NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE A - DEFINITION OF REPORTING suw:wr.-*f

The accompanylng flnanC1al statements have been prepared in accordance o
with generally . accepted accountmng principles  applicable to “local - -
governments. ;A sUmMMary - ‘of ‘the ~Silver Heights Water and Sanitation .
District’s. 51gn1f1cant accounting policies consistently applled 1n_the_;}f7
preperatlon of these flnan01a1-= tatements follow: SRR

PRINCIPLES USED g DETERMINING 'THE  SCOPE OF THE REPORTING ENTITY ff

The S;lveerelghts Water and Sanltatzon District dis a qua21—munlc1pa1 S
icorporation, ‘governed ‘pursuant :to. provisions ¢f the Colorado Special .. -~
District Act. The District was established to provide water and. sewervj“

The Dlstrlct 8. combined flnanc1a1 statements include the accounts of all
District operatlons." “The ~criteria for including -organizations ‘as .
component;units.Within the.Dlstrlct s reporting entity, as set forth dnm i
Section 2100 .of ‘the . Governmental -Accounting Standards Board’'s {GASB} - i1l
Codification of Government Accountlng and Financial Reporting Standards, .:: 7017000
include whether i e R

3the organlzatlon 1s 1egally separate (can sue and be sued ln,-ﬂ' '
_helr OwWn name) - L R AL e L DO
“the District holds the coxporate powers of the organlzation.ff.ﬁ' o
:the DlStrlCt app01nts a votlng majority of the organlzatlon s ﬁ:ﬂ-"“-”-

- ﬁthe D;str;ct is. able to. 1mpose its will on the organizatlon :
;the organlzatlon has the potentlal to -impose .a f1nanc1alfgef;

Based on the aforementloned crlterla, the Silver Hezghts Water and
component units, nor .is it a component_ S

unlt of any other unlth'

The Dlstrlct has ‘no . employees and all operations and admlnzstratlve:;ff
' functzons are, contracted

NOTE B - SUMMAR¥ OF SIG&IFICLNT BCCOQNTING POLICIBS

The - accountlng pOllCleS of the Distrlct conform -teo generally g
accepted accounting. prlnc1p1es as appllcable to governmental units -
accounted for_as_a propraetary enterprlse fund. “The enterprise fund_;

capital

& geop:opriate determinations 'ofﬁ
accountablllty. L : :

descrlbed as foliows “x




'SILVER HEIGHTS WATER AND SANITATION DISTRICT
/NOTES TO FINANCIAL STATEMENTS (CONTINUED)
" DECEMBER 31, 2016

NOTE B -~ SUHMARY OF SIGNIFICANT ACCOUNTING_POLICIES (continued)

1

2}

: 1ncome taxes-were pald

Ba51s of Accgunglng

The Dlstrlct s accountlng records are maintained on the
accrual basis of. accounting.. Revenue is recognlzed.when

incurred. Depreciation is computed and recorded as an

~operating . 'Expense,“”expenditures for property and

egquipment “are .. shown_ ‘ag increases . in assets ‘‘and
redemption of notes is -recorded as a reduction ‘in
liabilities. . ‘Tap ....fees . are . recorded as . capital

contrlbutlons when_recelved

Fcr the purposes cf the Statement of Cash Flows, the
District :considers :all ‘highly ‘liquid assets that are
readily converted to cash or have a maturity of three
months :or “less ~to -be cash Jeguivalents. Interest -of
Sl 954 was paid in 2016. “As & governmental agency, 1o

When both restrlcted and unrestrlcted resources .are
available . for use, it .is .the District's policy to use
restrlcted resources. flrst then unrestrlcted,resources
as they are needed

Budgets

In accordance with the State Budget Law, 'the District's
Board -of Directors -holds public hearings :in the fall
each year to. Epprove the'budget.and appropriate the

funds - for ‘the ‘ensuing year. The District's Board of

Dlrectors can modlfy ‘the budget line items within the

-total approprlatlon:- w1thout notification. ' The
-approprlatxon can only ‘be modified upon completion of

notification = and publlcatlon reguirements. wiThe
appropriation is at ‘the -total fund expendltures level
and 1apses-at year end L s

The'follow_”g 1s”a recon0111atlon of generally accepted
accountlng-prlncxples'%GAAP)Wto the budgetary basis

Net'Income(Loss)(GAAP Basis) (57,504)

Depreciation . {not Budgeted) 53,1432
Principal . Payments . {8,500)

-Capltal Expendltures_(not Budgeted} 53!1221

©{15,983)




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3) Capztal Assets

Capltal Assets .are recorded, at cost.
expense has been computed using the straight-line method

2016

over the estimated economic useful lives.

Water ‘System -
Sewer System

Landscaplng g
Land n:?;.t_:
Buildings .
Furniture

Depreciation ékpense-for-the year ended December 31,
amount is included in Operating

2016 was. $53 143
Expenses :

Land

Water System
Sewer System
Equipment .-
Landscaping
Buildings-'
Furniture .
Total

Less Accumulated :
Deprec;atlon

Capltal Assets be1ng

Deprec1 ted net

Total capltal assets,_net 828‘321_

ﬂﬁsefgl'Life :

This

Cost
1,757,187
380,103
3,580
57,118
13,968
40,108

1,350
2,253,386

Adg1t10ns

SILVER HEIGHTS WATER AND SANITATION DISTRICT
" NOTES TO FINANCIAL STATEMENTS
- DECEMBER 31,

Deletions & - Balance
Adiustments

Depreciation

Accumulated -
Depreciation -
1,148,831 -
239,816 ..
3,455 i
53,091 .-:-

28,636

1,256

1,475,085

2{31(1
13 969;ﬂ

1,757,187
380,103
3,550 -
57,118 =

40,109 -

Capital - assetS-Ucl“““““' FORE
Being . deprec1ated 2 236 2955

3,112

1 350_i

2, 239 417l'

1, 475 085

5 _814‘352,

253,143

ZEX5Q_0211

764,332

178,300 1
T

(50,021)




Material Violat;ons of F;nancinl related,

legal and contractuel._e;nﬁe_:fﬂfeefe
provisions R

Silver HelgthHWatef.éﬁd Sanitation District’s total expenditures.__”
have exceeded the budgeted expendltures This may be a vielation of .
;state statutes : o

NOTED—CASB

The Colorado Publlc Dep051t Protectlon Act (PDPA} reguires that all -~
units of . local ' ‘government . depos;t cash . in ~eligible . public -
dep051t0r1es.ﬂijﬂEllglblllty “is determined by state regulators. =
Amounts on deposxt ‘in .excess of .federal insurance levels must be . ..
collateralized. . The eligible collateral is specified by the PDPA.
PDPA allows the 1ns§;tutlon to create a single collateral pool for .-
all public funds..” .The :pool is ‘to .be maintained by another .
Ainstitution or held in trust for.all the uninsured public deposits
as a group. -The fair value. of the. collateral must be at least equalg“
to 100% of the unlnsured deposmts._:. i

The State Regulatory Comm1391ons for banks ‘and savings ‘and 10an-§
associations ‘are ‘reguired by :Statute ‘to monitor ‘the ‘naming of
eligible de9051torles and reporting of the uninsured dep051ts and_g
assets malntalned_ln the coilateral pools -

At December 31 016, henpiet;;qp,hed cash balances on deposit as .
follows: = ST
: Insured Collateralized
$112 549 112,549 - L
z’21 062 21,062 -
g h5 455 -
7 761 1.761 =
41,827 141,827 -

Money Market Account
Savings -Account Ll
Checking Account
Savings Account .

NOTE E - ACCOUNTS RI

Accounts feééiveble include emounts due from customers for water and .}
sewage treatment operations :and .refunds that are due. A total
reserve foxr uncellectlble accounts_has been set up at $180. :




NOTE F - OPER&TING REVENUE

NOTE G - INVESTHENTS

CREDIT RISK

srnvzn HEIGHTS WATER AND SANITATION DISTRICT
 NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

Operatlng revenues are those revenues derived from daily operatlons._*]"*“”**”‘““
Non-operating revenues. are derived from other sources, i.e. grants, .
taxes, and earnlngs on lnvestments._* L

The Dlstrlct collects a malntenance surcharge of $15 per bllllng
cycle for all residential ‘and commercial customers. As these funds - 0
~are to be used for rehabilitation of the well, 'they are not included :-
in ‘cperating :revenue. The '‘District’s management has  designated -
$10 365 to be used for thls urpese, and has segregated these funds -
in a separate account : ol e IS

The Dlstrlct has not adopted a formal investment policy, however,
District follows state statutes regardlng 1nvestments.

;tﬁe_‘:f;;

Colorado statutes spec;fy 1nvestment instruments meeting defined ratlng '
and risk crlterla 1n whlch local governments may invest which 1nclude'

. Obllgatlons of the Unlted States, certain U, S government;ﬁ
agency securltles, and the World Bank : -

. Certain international agency securities . -

. General obllgatlon and revenue bonds of U.S. local government:
entities oo ;

» Bankers'.: acceptances of certaln banks

. Commercial .paper :

. ertten-.repurchase agreements collateralized by certaie_lﬂz.

authorized securities .
. Certain money market . funds
. Guarantee& investment contracts
. Local government 1nvestment pools

As of December 31 32016 the S;lver Heights Water and Sanltatlon_f'
District has_the followlng 1nvestments o

Colorado,Local-Government.quuld Assets Trust - £11,.372
R T . $11,372

The Coloraéonhocal éovefameﬁt“ﬁlQuld”Aesets Trust is a pooled assetl;~

1t ‘has been rated AAAm by Standard & Poor's. It's cost equals it sf
market value as the basis changes dally due to interest and leldendn
transactlons 5 .

Investments in Local Government 1nvestment poole are not categorlzed.
to level of credit risk because they are not ev1denced.by securltles:{;
that ex1st 1n phys;cal ox. book entry form. - R

The investments Carry.no guarantees, @XC@pt for the total assets of_-:
the trust pools “ o R :




SILVER HEIGHTS WATER . amm ShNITATION DISTRICT
“'-7“NOTRS TO FINANCIAL STATEMENTS
] ECER 31, 2016

NOTE G ~ INVESTMENTS (contznued}

INTEREST RATE RISK

Colorado reV1sed statutes 11m1t 1nvestment maturities to five years or. i
less unless formally . approved by the Board of Directors. Such actions are -
generally  associated. w;th ‘a. debt “service reserve or 51nk1ng fund
requlrements. o

NOTE H - SEGMENT REPORTING

The Sllver Helghts Water and Sanltatlon Dlstrlct may be responsmble
for segment reportlng

: CWater Sewer Total
Current Assets q_ R ( 167,146 182,161
Capital hAssets, : E _ 138,120 778,300
‘Total Assets.“' 655, ] 305,266 960,461
Current Llabllltles S 16,514 3,728 20,242
Long Term Liabilities i 50,664 - - 50,664
Tetal Llabllltles LT Tﬁ67,178 3, 728 70,806

Interfund Loan_
Net Pogition .o/ 5
Net Investment in -
Capltal Assets
Unrestricted . S
Total Net P051t10n -

(1,656, 474) 1,656,474 -

640, iéo 138,120 778,301

_§1,70§,6§81 1,819,895 111,287
{1 068 458) 1,958,015 889,555

39,?43 66,045 . 155,788
99,245 68,694 167,939
42,974 10,169 53,143
52,476) - (12,818) 165,294)
5,000 2,759 7,759 .

Operatlng Revenue
Operating. Expenses
Depreciation - .
Operating Income.(Loss)
Non~0perat1ng Revenue - i

Change in Net Posxtlon : Lo 47,476) 0 {10,059) {57,535}
Beginning Net Posatlon {1,020,983) 1,968 041 947,058

Ending Net. 1,068, 459) 1,957,982 889,523

Net Cash Provmded (used) by = i '
Operating Activities . S8, A4T) {5,026} {13,473)
Capital ‘and Related Flnanc1ng S ' IEREENEE L
Aetivitieg; i H10,454) B {10,454}
Investing Act1v1t1es . B78 2,759 4,637
Beginning Cash b 0 161,117 161,116
Endlng Cash 0 '141 827 141,827

Previous . segment reporting . ‘has - ‘been corrected . to show correct
balances for water and sewer, The water segment has used $1,566, 079
to fund water 1mprovements and operatlons from the sewer segment.,




SILVZR HEIGHTS Wh&ER AND SANITATZON DISTRICT
NOTES TO FINANCIAL STATEMENTS
"'*'DECEMBER 31, 2016

NOTE I ~ CHBNGES IN LONG TERM DEBT :

The follow1ng is a summary of changes in long term debt for the_p3"

district,
‘Balance at g : : Balance at .0
December 31 - Refunding/ = December 31 .-
._; 2015 j“ ~New Issue Retirements 2016 '
FlrstBank ' : s

Promlssory Note_— 2013 $ 67 932 ¢ 8, 500 $ 59, 432 HTT:W}T*

The follow1ng represents the debt serv1ce reguirements to maturlty
of the debt of the dlstr1ct . -

Year __Prln01pal _ Intexest Rate Total
2017 [ - : 3.0% 10,454
2018 3.0% 10,454
2019 3.0% 10,454
2020 3.0% 10,454
2021 3.0% 10,454

3.0% 13,035

2022 2023

“Total 1nterest costs 1ncurred for the year was $1,954,

NOTE J - comzusmzn ansmczs =

The Dlstrlct has no_employees and consequently'ls not liable for any .
”es on,_ these beneflts : s

NOTE K -~ TABOR AHENDHEHT_(T&BOR)

'Artlcle X,fSectlon 20 of the Colorado Constltution, commonly known o
as the Taxpayer's Bill of ‘Rights {TABOR)} contains tax, spending .
reserve and debt ‘limitations which apply to the State of Colorado :
and all local governments ' PRCTRAEE : REEREES

Spendlng and revenue llmits are_detefminedAbased on the prior year e:;.

1nf1at1onmandw;p¢a1_gpqw;hw-* Flscal Year Spending is generally -
defined . as- expendltures ‘plus .reserve . increases ‘with ‘certain
exceptions.. “Revenue 'in ‘excess .of :the Fiscal Year Spending limit .0
must ~be refunded 'unless ‘the .voters . approve retention of 'such.
revenue. . . - s

TABOR is complex and subject to 1nterpretatlon Ultimate o
1mplementat10n may depend upon . 11tlgatlon and leglslatlve guldance.




SILVER HEIGHTS WBTER AND SANITAEIOH DISTRICT
= U NOTES TO FINANCIAL STATEMENTS
"DECEMBER 31; 2016

NOTE X - TABOR AMENDMENT (TABOR)(cont;nue&)

The amendment excludes from 1ts provxslon Enterprises. Enterprises,

defined as government_owned businesses authorized to issue revenue
bonds and receiving .less .than ‘ten :{10) percent of their -annual
revenue in . grants from all state and local governments combined, are
excluded from the prov1s1ons of the. amendment 5

The DlStrlCt belleves 1t-t_s san exempt enterprlse under the :_”
definitions. of TABOR. and -ag.such, ‘the terms of TABOR do not apply.rﬂ'
for the year ended December 31 2016 G

TABOR &oes not affect the Dlstrzct s 2016 financial 'statements;
however, the ‘dimitations -contained ‘in TABOR ‘may . impact future =
flnanc1al act1v1ty i L S

NOTE L - RISK MANAGEHENT

The Dlstrlct is. exposed to various Ilsks of loss related to torts,f”
thefts of, ‘damage to, ‘or destruction of assets; errors or om1551ons,,
injuries to employees or. acts oﬁ Goé ooy

The BlStrlCt has”elected to manage 1ts risk .of losses through an .
Intergovernmental.Agreement w1th the Special District Association of =
Colorado, ‘Premiums ‘are “based ‘on revenues with surcharges ‘and -
assessments -belng“ avallable _to _the Risk - Management Pocl for .’
Excessive Clalms “During 2016 the pool provided liability coverage
in .the amounts . of $150,000/$400, 000 w;th. a one znllllonA dollar.

maxlmum

The Bistrictﬁis.ene.0f;1,392;Specialudistricts which are members of .
the ColoradQ”Spe01al'Dlstrlcts Property and Liebility Pool {Pool) as.
of ‘December --31, 2016 The Pool is ‘an organization created by
intergovernmental agreementmtquprovlde property, general liability,
public officials iiability, ‘employvee dishonesty and crime, equipment -
breakdown -and .workers':.'compensation coverage to .its members, The .-
‘Pool prov1&es coverage for ‘property. claims up to . $50,000,000 and -
liability -coverage for glaims up - te 51,000,000, Workers
compensation claims, are covered up to statutory limits, with claxms.
related to employer .. 11ab111ty up .to 52,000,000, Settled claims.
have not exceeded this coverage during 2015. Settled claims have not.
exceeded pollcy coverage in . any.of .the years prioxr . to 2015, ;

The Dlstrlct_pays annual_prem“_ o the Pool for their llablllty”
insurance ‘and property .insurance. 'In the event aggregated losses .
incurred . by the Pool exceed . amounts recoverable ‘from reinsurance
contracts and surplus accumulated by the Pool, the Pool may require -
‘additional “contributions . from the Pocl " members. ‘Bny L excess
unassigned . surplus Wthh ‘the ‘Pool ‘determines 'is not needed  for -
‘purposes of ‘the Pocl may be. returned to the members pursuant to. a_'
dlstrlbutxon formula




SILVER HEIGHTS m'rgn LND SANI’I‘NI‘IOH DISTRICT
‘NOTES _TO FINANCIAL STATEMENTS

NOTE M - NET POSITION

Beg:.nnlng thh flscal year 25}12 the District implemented GASB

Statement ‘No.63, *Financial Reporting of ‘Deferred Cutflows 'of

Resources, Deferred Inflows .of .Resources, and Net Position.” The .
reguirements of this statement will dimprove financial reporting by -
standardizing the presentation of deferred cutflows of resources and .-
deferred :Lnflows of resources .and -thezr effects on a government s
‘net pos:.t:.on. i

The 1mpact ‘on the Dlstrlct s flnanc1al statements has been to__
replace the term "‘net assets w:.th *net position”.
Net pos:Lt;on represents the d:s,f ference between all other elements in .-
‘a statement -of ‘financial posxtlon and -is displaved in three - TR
components - net ;.nvestment 1n capltal assets, restricted; and - G
.unrestrlcted R : AT R ; Lt il




" SILVER HEIGHTS WATER AND SANITATION DISTRICT

OTHER SUPPLEMENTAL INFORMATION

ECEMEER 31, 2016




sxnvzn u;xcnws WATER | aun SANITATION DISTRICT

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUNDS Avninnnnn
'/ BUDGET 'AND ACTUAL .{NON-GAAP BUDGETARY BASIS) .

:Lron THE xxan xunzn nncxuazn 31, 2016

: R VARIANCE WITH .-
ORIGINAL FINAL BUDGET. . - R
‘& FINAL ' FAVORABLE .00 i mn i
CBUDGET ACTUAL {UNFAVORABLE) - i

REVENUE

Water Service Fees - ESREREE '$76 000 $ 76,372 08 00372 0
Sewer Service Fees BNy ~65,730 63,038 (2,691) -
Maintenance Fees L 010,350 10,365 15 ...
Other Charges o S 4, 250 6,012 1,762 -
Interest Income '._300 280 (20) .
Miscellaneous Income .

Total Rgvenue

ST h00 7.511 WRLVR. Y'Y S
-:;;155 730 163,579 6,849 -

EXPENSES

104,368 (13,174)
61,617 (17,067) -
10,454 (8,499) -

3,122 (3,122}
137,699 179,561 = (41,862) -

Operating Expenses . =
Administrative Expenses
Debt Service _
Capital Expendltures R SRR

Totai Expendltures_:;; 

Excess (Deflc1ency)of Revenue.ff R L : A
over {under) Expenditures - 19,031 {15,982) {35,013) .

Funds Available. -
Beglnnlng of year 102,448
Funds Available -
End of vear

86,466




'” uSILVER HEIGHTS WATER AND SANITATION DISTRICT
SCHEDULE OF ADMINISTRATIVE AND GENERAL EXPENSES
R THE YEAR ENDED DECEMBER 31, 2016

AT_ER SEWAGE TOTAL

Accounting and Audltlng 3””*57**'377-31 7,839 $ 7,838 15,677
Directors® Fees and meet;ngs expense - i3, 800 3,800 7,600
Legal o ' az,721 12,721 25,442
Qffice Supplies and Expense f' 3,028 3,028 6,056
Conferences . O 578 579 1,158
Computer - g .f 2,582 2,592 5,184
Meter Reading = S SRR 500 - 500
Total admlnlstratlve and R
general _expenses. o $31,059 $30,558 $61,617

Sewage Treatment :f*ﬁ* *;  29,552 29,552

Repairs and Malntenance.” 198,711 2,011 21,722

Utilities SRRTER 125,871 Vi C 25,871

Depreclation Expense E S 42,974 10,169 53,143

Engineering L q,607. - 7,607

Operator Fees : 8,102 1,000 9,102
Chemicals ' : - 722 0

“Water Testing : 800 - 600
Insurance 2 : 3,473 3,474 6,947
Consulting e 1,123 1,122 2,245
0,183 & 47,328 $157,511

Interest 977 : 977 1,954




