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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Park Forest Water District
Colorado Springs, Colorado

We have audited the accompanying financial statements of the business-type activities and each major fund of
Park Forest Water District (District) as of and for the year ended December 31, 2018, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements as listed in the table of
contents.

Management's responsibility for the financial statements

Management is responsible for the preparation 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 misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. 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 not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of the District as of December 31, 2018, and the respective
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INDEPENDENT AUDITORS’ REPORT - Continued
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changes in financial position and cash flows thereof for the year then ended, in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 7 be presented to supplement the 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 placing the basic financial
statements in an appropriate operational, economic, or historical context. We 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 inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Supplemental Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements as a whole. The supplementary information consisting of the
schedule of revenue, expenditure and changes in fund net position - proprietary fund, budget (non-GAAP basis)
and actual, is presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The schedule of revenue, expenditure and changes in fund net position - proprietary fund, budget (non-GAAP
basis) and actual, is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the schedule of revenue, expenditure and changes in fund net position - proprietary fund, budget
(non-GAAP basis) and actual, is fairly stated, in all material respects, in relation to the basic financial statements
as a whole.

Colorado Springs, Colorado
September 30, 2019
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PARK FOREST WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2018

This management’s discussion and analysis (MD&A) of the Park Forest Water District’s (District) financial
performance provides an overall review of the District’s financial activities for the year ended December 31,
2018. The intent of this MD&A is to look at the District’s financial performance as a whole. The MD&A
should be read in conjunction with the District’s financial statements with notes, to enhance understanding
of the District’s financial performance. The MD&A is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB).

The District is a special district organized under Colorado Statutes to provide water and related services to
property owners and residents located within the District. The District is a primary governmental agency.

DISTRICT OPERATIONS - AN OVERVIEW

The District operates as a special district under the authority of Title 32 of the Colorado Revised Statutes
and engages in activities classified as 'proprietary'. These activities are accounted for much like that of a
private business, and use the full accrual method of accounting for transactions. The major activities include
production of groundwater, sale, and delivery of water to domestic and commercial accounts.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The MD&A is intended to serve as an introduction to the District's basic financial statements. Comparison
to the prior-year's activity is provided in this document. In accordance with the GASB Statement No. 34, the
District's basic financial statements include a statement of net position, statement of revenues, expenses and
changes in fund net position, and a statement of cash flows.

Statement of Net Position - The District's assets and liabilities provide information about the nature and
amounts of investments in resources (assets) and the obligations to District creditors (liabilities). The
difference between the assets and liabilities is shown as net position. This statement also provides the
basis of evaluating the capital structure of the District and assessing its liquidity and financial flexibility.

Statement of Revenue, Expense, and Changes in Fund Net Position - accounts for the current year's
revenues and expenses. This statement measures the success of the District's operations over the past
year and determines whether the District has recovered its costs through user fees and other charges.

Statement Cash Flows - This statement reports cash receipts, cash disbursements, and net changes in
cash resulting from operations and investments during the reporting period.

The notes to the basic financial statements provide a description of the accounting policies used to prepare
the financial statements and present disclosures required by generally accepted accounting principles that
are not otherwise present in the financial statements.

The District maintains two funds for budgetary purposes. The General Fund is used to budget for all
operating revenues and expenses, and the Capital Reserve Fund is used to budget for non-operating
revenues and expenses. Statements of budget to actual are presented as supplementary information.



PARK FOREST WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2018

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS - Continued
Financial Highlights
The District's two primary sources of revenue are from:
e Sale of water to owners and residents whose property resides within the water district boundaries

e Property taxes collected and disbursed by the El Paso County Treasurer’s Office. The levies are
certified to the Assessor and the Colorado Property Tax Administrator by the Board of County
Commissioners. The Board of County Commissioners authorizes the Assessor to extend the levies
on property as assessed. The District is a constituted taxing authority.

The District's secondary sources of revenue are from:
e Bulk water sales
e Late fees
o Tap fees
e Investment income

Major disbursements are the normal operating expenses of delivering water to the residents and the debt
service payments. These disbursements are detailed in the financial statements.

o The District’s assets exceeded its liabilities and deferred inflow of resources at the close of 2018 by
$2,391,988 (net position). At the close of 2017, its assets exceeded liabilities by $2,397,568 (net
position).

e In 2018, the District had unassigned net position of $557,207, and in 2017, it had $563,708
unassigned net position.

e The District’s total net position decreased by $5,580 during 2018.
e The major capital asset acquisitions during 2018 included improvements to the main line.
STATEMENT OF NET POSITION — PROPRIETARY FUND (Balance Sheet)

The statement of net position conveys the financial health of the District and includes all assets, liabilities,
and deferred inflow of resources, both financial and capital. The District uses the accrual basis of
accounting.



PARK FOREST WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2018
STATEMENT OF NET POSITION — PROPRIETARY FUND (Balance Sheet) - Continued

Comparative statements of net position and comments’ relating to significant changes follow:

Increase
Assets 2018 2017 (Decrease)
Current assets $ 740,965 $ 729,088 $ 11,877
Capital assets, net 1,819,781 1,829,960 (10,179)
Total assets $§ 2,560,746 $ 2,559,048 $ 1,698
Liabilities
Current liabilities $ 33,609 § 21,611  $ 12,088
Long-term liabilities
Due within one year - 7,100 (7,100)
Total liabilities $ 33,699 § 28,711  $ 4,988
Deferred inflow of resources
Property tax $ 135,059 § 132,769 $ 2,290

Net position
Invested in capital asset, net of related debt $ 1,819,781 $§ 1,822,860 $ (3,079)

Restricted for emergencies 15,000 11,000 4,000
Unrestricted 557,207 563,708 (6,501)
Total net position $ 2391988 § 2397568 $ (5,580)
Liabilities

Current liabilities increased by $12,088, primarily due to land surveying and attorney fees.
Long-term liabilities decreased approximately $7,100 because of payments made on the debt.
Net position

The decrease in total net position of $5.580 is a result of the District’s revenue over expenses.



PARK FOREST WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2018

STATEMENT OF REVENUE, EXPENSE, AND CHANGES IN NET POSITION (Income
Statements)

Comparative statements and comments relating to significant changes follow:

Net Income

Increase
2018 2017 (Decrease)
Operating revenue $ 324,848 $ 300,436 $ 24,412
Operating expense 488,381 365,335 (123,046)
Operating loss (163,533) (64,899) (98,634)
Non-operating revenue 157,953 148,022 9,931
Net income $ (5,580) $ 83,123  § (88,703)

Operating and non-operating revenue (Expense)

The increase in operating revenue is a result of increased base rates for water. The increase in non-
operating revenue is a result mainly from an increase in interest income.

Operating expense

The increase in operating expense is a result of an increase in repairs and maintenance of pipe lines and an
increase in legal spending.

BUDGETED AMOUNTS

An analysis of budgeted amounts follows:

Budgeted Amounts Increase
Original Final (Decrease )
Revenue $ 434,640 § 439,359 § 4,719
Expenditures 423,431 520,311 96,880
Change in net position $ 11,209 § (80,952) $ (92,161)




PARK FOREST WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2018

SCHEDULE OF REVENUE AND EXPENDITURES AND CHANGES IN NET POSITION -
BUDGET (NON-GAAP BASIS) AND ACTUAL (Income Statement)

A comparison of the final budget and actual income statement (budgetary basis) follows:

Analysis of Budget to Actual Income Statement

Net Income

Actual Variance

Final Budgetary Favorable
Budget Basis (Unfavorable )
Operating and non-operating revenue $ 439359 § 484,815 § 45,456
Operating expenditures 512,959 480,190 32,769
Note principal payment 7,352 7,126 226
Total expenditure 520,311 487,316 32,995
Change in net position non-GAAP basis $ (80,952) $ (2,501) $ 78,451

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This MD&A is designed to provide a general overview of the District's finances for all those with an interest in
the government's finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Park Forest Water District, 7340 McFerran Road,
Black Forest, CO 80908.
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PARK FOREST WATER DISTRICT
STATEMENT OF FUND NET POSITION - PROPRIETARY FUND
YEAR ENDED DECEMBER 31, 2018

ASSETS
Current assets
Cash $ 63,387
Cash held with treasurer 1,473
Total cash and cash equivalents 64,860
Investments 467,945
Property tax receivable 135,059
Accounts receivable - customers 51,210
Prepaid expense 21,891
Total current assets 740,965
Capital assets
Capital assets 3,238,341
Accumulated depreciation (1,418,560)
Total capital assets 1,819,781
Total assets $ 2,560,746

LIABILITIES AND DEFERRED INFLOW OF RESOURCES

Current liabilities
Accounts payable and other accrued expenses $ 33,699

Deferred inflow of resources

Property tax 135,059
Total liabilities and deferred inflow of resources $ 168,758

NET POSITION
Net investment in capital assets $ 1,819,781
Restricted for emergencies 15,000
Unrestricted 557,207
Total net position $ 2,391,988

See accompanying notes
-8-



PARK FOREST WATER DISTRICT

STATEMENT OF REVENUE, EXPENSE, AND CHANGES IN FUND NET POSITION -

PROPRIETARY FUND
YEAR ENDED DECEMBER 31, 2018

OPERATING REVENUE
Water sales
Tap fees
Other revenue
Total operating revenue

OPERATING EXPENSE
Depreciation
Water superintendent
Utilities
Office administration and bookkeeping
Legal and accounting
Insurance
Chemicals
Health insurance
Truck and trailer
Repairs and maintenance
Payroll taxes
Director's fees
Office
Election
Water testing
Telephone
Part-time employee salaries
Miscellaneous
Capital expenditures
Total operating expense

Operating loss

NON-OPERATING REVENUE (EXPENSE)
Property tax
Specific ownership tax
Interest expense
County Treasurer's fee
Interest income
Total non-operating revenue

Change in net position

Net position
Beginning of year
End of year

See accompanying notes
-9-

318,033
4,000
2,815

324,848

92,238
57,650
73,018
20,125
125,250
20,516
11,025
8,544
1,843
40,573
6,009
5,300
4,204
5,073
2,360
2,813
5,440
4,654
1,746

488,381

(163,533)

132,259

16,776
(26)
(1,988)

10,932

157,953

(5,580)

2,397,568

2,391,988




PARK FOREST WATER DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers $ 315,891

Other operating cash receipts 6,815

Cash payments to employees and board members (88,515)

Cash paid to suppliers (306,063)
Net cash used by operations (71,872)

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Collection of taxes from El Paso County 147,047

Net cash provided by non-capital financing activities 147,047

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Principal payments on debt (7,100)
Interest paid on debt (26)
Purchase of fixed assets (82,059)

Net cash used by capital and related financing activities (89,185)

CASH FLOWS FROM INVESTING ACTIVITIES

ColoTrust transfer (37,608)
Interest received 10,932
Net cash used by capital and related investing activities (26,676)
Change in cash (40,686)
CASH
Beginning 105,546
Ending $ 64,860

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES

Operating loss $  (163,533)

Adjustments to reconcile operating loss to net cash provided by operations
Noncash activity

Depreciation 92,238
Changes in
Accounts receivable - customers (2,142)
Prepaid insurance (10,523)
Accounts payable and accrued expenses 12,088
Total adjustments 91,661
NET CASH PROVIDED BY OPERATING ACTIVITIES $ (71,872)

See accompanying notes
-10 -
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PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as applied to government units. A summary of the Park
Forest Water District's more significant accounting policies applied in the preparation of these financial
statements follows.

History and Organization

Park Forest Water District provides water services to the residents of Park Forest Estates, Eagle Wing Estates and
a minor number of commercial facilities in a roughly two square mile section of northeast El Paso County. It is
governed by a five-member board of directors, which is the policymaking body of the District. The
accompanying financial statements consists only of Park Forest Water District since the District has no
component units and is not a component unit of any other governmental entity as defined by generally accepted
accounting principles.

As required by generally accepted accounting principles, the District includes, if applicable, component units
in its financial statements based upon financial accountability. Inasmuch as no component unit meets the
criteria for inclusion, no component unit financial statements have been included.

The financial statements of the District have been prepared in conformity with generally accepted accounting
principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB)
is the accepted standards-setting body for establishing governmental accounting and financial reporting
principles.

Government-wide and Fund Financial Statements

Government-wide Financial Statements - The government-wide financial statements (i.e., the statement
of fund net position - proprietary fund, and the statement of revenue, expense, and changes in fund net
position - proprietary fund) report information on all of the non-fiduciary activities of the government.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred regardless of the timing of the related cash flow.

Fund Financial Statements - The accounts of the District are organized on the basis of funds. Each fund
is considered an independent fiscal and accounting entity with a self-balancing set of accounts recording
cash and/or other assets together with all related liabilities, obligations, reserves and equities, which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance
with special regulations, restrictions, or limitations.

The District uses a proprietary fund to account for all financial resources except those required to be
accounted for in another fund.

-11 -



PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
The District Reports the Following Major Governmental Fund:

Proprietary Fund - Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the enterprise funds and internal service funds are charges to customers for sales or
services. Operating expenses for enterprise funds and internal service funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. Revenues and expenses not meeting
this definition are reported as non-operating

Basis of Accounting - Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing
of the measurements made, regardless of the measurement focus applied.

Governmental funds are accounted for using the modified accrual basis of accounting. Revenue is recognized
when it becomes measurable and available as a net current asset. Taxpayer assessed income and gross receipts
are considered “measurable” when in the hands of intermediary collecting governments and are recognized
as revenue at that time. Anticipated refunds of such taxes are reported as liabilities and reductions of revenue
when they are measurable and their validity seems certain.

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund
liability is incurred. Exceptions to this general rule include principal and interest on general long-term debt
which is recognized when due.

Budget Accounting - Budgets are prepared in accordance with the requirements of Colorado Revised Statutes
and accordingly include anticipated income and other means of financing proposed expenditures.
Expenditures also include, in addition to those shown in the operating statements, debt redemptions, and
capital expenditures.

Budgets - The District adheres to the following procedures in establishing the budgetary data reflected in the
financial statements.

A. Budgets are required by State law for all funds. During October, the proposed budget is submitted to
the Board of Directors by the budget officer for the fiscal year commencing the following January 1.
The budget includes proposed expenditures and means of financing them.

B. Public hearings are conducted by the Directors to obtain taxpayer comments.
C. Prior to December 31, the budget is adopted and appropriations made by formal resolution.

D. Expenditures may not legally exceed appropriations at the fund level. Board approval is required for
changes in the total budget of any fund or changes in project or department budgets. Budget amounts
included in the financial statements are based on the final, legally amended budget.

E. Budget appropriations lapse at the end of each year.
-12-



PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Accordingly, budget comparisons are of the legally adopted budget. The level of budget control is determined
by the resolution appropriating sums of monies. Encumbrances are neither recorded on the books of the
District nor included in the budget. The Board of Directors has the authority to make budget amendments.

Definition of Cash - For the purpose of the statement of cash flows, the District defines cash as all cash on
hand, demand deposits, and money market accounts held for three months or less.

Accounts Receivable - Customers - The District’s accounts receivable - customers, consists of amounts due
from customers for water usage and other service related fees. Management believes that all accounts
receivable - customers, are collectible and no allowance for doubtful accounts is deemed necessary.

Capital Assets - Capital assets are reported in the proprietary fund financial statements. Capital assets are
defined as assets having an estimated life in excess of one year. Such assets are recorded at cost if purchased
or constructed. Donated capital assets are recorded at fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Capital outlays for capital assets and improvements are capitalized as projects when constructed. Interest
incurred during the construction phase of capital assets is included as part of the capitalized value of the assets
constructed.

Depreciable capital assets are depreciated using the straight-line method over estimated useful lives of 5-50
years.

Property Taxes Receivable/Deferred Inflow of Resources - Property taxes are levied by December 15 of
each year based on the assessed value of property as certified by the El Paso County Assessor. Assessed values
are a percentage of actual values.

The taxes levied by December 15, 2018, reflect 2018 property taxes that will be collected in 2019 by El Paso
County. Taxes collected by El Paso County are remitted to the District on a monthly basis. El Paso County
also acts as the billing and collection agency for the District. Property taxes attach a lien on January 1 and
may be paid in full by April 30, or in equal installments by February 28 and June 15.

The District records the tax as a receivable when measurable and an enforceable legal claim attaches to the
property. The tax is recognized as a deferred inflow of resources in the year levied and as revenue when the
money is received in the following year.

Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America require management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at

-13 -



PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Net Position - In the financial statements net position is classified in the following categories:

Net Investment in Capital Assets - this classification consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that is attributed to the acquisition, construction, or
improvement of capital assets.

Restricted Net Position - this classification consists of restrictions created by external creditors, grantors,
contributors, laws or regulations of other governments, enabling legislation and constitutional provisions.

Unrestricted Net Position - this classification represents the remainder of net position that does not meet
the definition of “invested in capital assets net of related debt” or “restricted net assets.”

In circumstances where an expenditure is incurred, for which amounts are available in multiple net
position classifications, net position is reduced in the order of restricted and then unrestricted.

Additional Accounting Standards - GASB Statement No. 63, Financial Reporting of Deferred Outflows of
Resources. Deferred Inflows of Resources, and Net Position. This statement provides financial reporting
guidance for deferred outflows of resources and deferred inflows of resources and the resulting net position.
The effect of this standard essentially renamed the government-wide statement of net assets and the
proprietary funds' statement of net assets to the statement of net position. In addition, the proprietary funds'
statement of revenues, expenses, and changes in fund net assets was also renamed to the statement of revenues,
expenses, and changes in fund net position.

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. The objective of this statement,
which is a companion standard to GASB Statement No. 63, is to specifically identify certain items that were
previously reported as assets or liabilities and now report those items as deferred outflows of resources or
deferred inflows of resources. The effect of this statement was to reclassify, from deferred revenue to a
deferred inflow of resources, the 2018 property tax levy that will be collected in 2019.

NOTE 1 -DEPOSITS

Deposits - The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government
deposit cash in eligible public depositories. State regulators determine eligibility. Amounts on deposit in
excess of federal insurance levels must be collateralized. The eligible collateral is determined by the PDPA.
The PDPA allows the depositary institution to create a single collateral pool for all public funds. The pool is
to be maintained by another institution or held in trust for all the uninsured public deposits as a group. The
market value of the collateral must be at least equal to 102% of the uninsured deposits.

-14 -



PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - DEPOSITS - Continued

Custodial Credit Risk Deposits - Custodial credit risk is the risk that in the event of bank failure, the public
entity’s deposits will not be returned to it. The District does not currently have a policy related to custodial
credit risk. As of December 31, 2018, the District had no deposits exposed to custodial credit risk.

At December 31, 2018, the District's cashbook balance was $65,708 and was fully insured by the Federal
Deposit Insurance Corporation (FDIC).

At December 31, 2018, the District had $467,945 invested in ColoTrust. This local government investment
pool is rated AAAm by Standard and Poor’s and operates similarly to a money market fund and each share is
equal in value to $1. The collateral pool invests in specific legal investments that the District would be
empowered to purchase directly, these include U.S. government securities, a number of U.S. government
guaranteed investments, specified international agencies, and money market funds.

NOTE 2 - INVESTMENTS

Investments - Colorado statutes specify which instruments the units of local government may invest,
including:

e Repurchase agreements,
e Obligations of the United States or obligations unconditionally guaranteed by the United States,

¢ Obligations of the State of Colorado and most general obligations of units of local governments,

» Federal insured mortgages and loans participate with other local governments in pooled investment
funds (trusts). These trusts are supervised by participating governments and must comply with the
same restrictions on cash deposits and investments as described previously.

NOTE 3 - ACCOUNTS RECEIVABLE - CUSTOMERS

Accounts receivable consists of customers who purchase water from the District. Management reviews
outstanding receivables and believes all are collectible.

NOTE 4 - CAPITAL ASSETS

Property, Plant, and Furniture - Property and equipment are recorded at cost. The original water distribution
system, in the amount of $174,118, was recorded at the developer's cost in 1967. In 2002, the District extended
water service to a new subdivision at a cost of $75,000. The costs for the extension of the water distribution
system were paid by the developer. In 2005, Eagle Wing Estates was added to the District. The cost of the
addition to the water system was $340,755. The addition was paid for by the developer. In 2014, the Eagle
Rising subdivision was added to the district. The cost of the addition to the water system was $160,000. The
addition was paid for by the developer.

-15-



PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 4 — CAPITAL ASSETS - Continued

Depreciation is provided on the straight-line method over the following estimated useful lives:

Years
Tools and equipment 5-50
Furniture and equipment 5-10
Fence 10
Meters and mstallation 20
Buildings 40
Storage tanks 30-40
Wells and related equipment 10 - 50
Water distribution system 30

It is the policy of the District to capitalize purchases having an estimated useful life exceeding one year.

Capital asset activity for the year ended December 31, 2018, follows:

Beginning Ending
Balance Additions Deletions Balance
Proprietary funds
Wells and related equipment $ 1697278 §$ - $ - $ 1697278
Water distribution system 1,082,311 82,059 - 1,164,370
Building and storage tanks 170,092 - - 170,092
Meters and mstallation 24,016 - - 24,016
Fencing 14,799 - - 14,799
Furniture and equipment 5,926 - - 5,926
Tools 8,039 - - 8,039
Total capital assets at cost 3,002,461 82,059 - 3,084,520
Less accumulated depreciation (1,326,322) (92,238) - (1,418,560)
Net capital assets being depreciated 1,676,139 (10,179) - 1,665,960
Land 153,821 - - 153,821
Total net capital assets $ 1829960 $ (10,179) $ - $ 1819781

Depreciation expense for the year ended December 31, 2018, was $92,238.
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PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE S - LONG-TERM DEBT

The District secured additional capital lease financing with Farmers State Bank during 2013 for the purpose
of upgrading equipment and water distribution systems. The lease is subject to provisions of Section 20 of
Article X of the Constitution of Colorado. Accordingly, any required payments in fiscal years subsequent to
the current fiscal year, and for which there are not present cash reserves pledged irrevocably for purposes of
the payment of such obligations, shall be contingent upon future appropriation by the District of sufficient
funds for purposes of payment of such obligations for any future fiscal year. The original amount of the lease
was $33,725 and five equal annual payments of $7,352 are required beginning on April 15, 2014 and ending
on the lease termination date of April 15, 2018. The effective annual interest rate is 3.5%. The lease provides
the option for thirty days prior to the termination date to purchase the equipment for an option price of $1.

A summary of changes in long-term debt is:

Beginning Payments & Ending
Balance Additions Reductions Balance
Capital leases $ 7,100 $ - $ (7,100) $ -

NOTE 6 - TAX SPENDING AND DEBT LIMITATIONS

In November 1992, Colorado voters approved the Taxpayer’s Bill of Rights (TABOR), which added Section
20 to Article X of the Colorado Constitution. TABOR contains tax, spending, revenue and debt limitations
that apply to the State of Colorado and all local governments.

TABOR is complex and subject to interpretation. Ultimate implementation may depend upon litigation and
legislative guidance. The District believes it has complied with all aspects of the TABOR amendment and an
emergency reserve of $15,000 has been established.

NOTE 7 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions and natural disasters for which the District carries commercial insurance. There have
been no significant reductions in coverage from the prior year and settlements have not exceeded coverage in
the past four years.

NOTE 8 — FAIR VALUE OF FINANCIAL STATEMENTS

The carrying amount of the District’s financial instruments approximates their fair value.
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PARK FOREST WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - RECONCILIATION OF BUDGET TO ACTUAL

The District has prepared its budget on a basis of accounting other than GAAP. A reconciliation of the
budgetary basis to GAAP is provided on the schedule of revenue, expenditure and changes in fund net position
- proprietary fund, budget (non-GAAP basis) and actual.

State law requires the District to adhere to a legally adopted budget. For the year ended December 31, 2018,
the District’s expenditures were less than appropriated expenditures by $32,995.

NOTE 10 - CONTINGENCIES

As of December 31, 2018, the District is involved in two lawsuits. At this time, the likelihood of an
unfavorable outcome to the District is unknown and any potential loss contingencies cannot be estimated.

NOTE 11 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through September 30, 2019, the date on which the financial
statements were available
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PARK FOREST WATER DISTRICT
SCHEDULE OF REVENUE, EXPENDITURE AND CHANGES IN FUND NET
POSITION - PROPRIETARY FUND, BUDGET (NON-GAAP BASIS) AND ACTUAL
YEAR ENDED DECEMBER 31, 2018

Variance with

Actual Final Budget
Budgeted Amounts Budgetary Favorable
Revenue Original Final Basis (Unfavorable)
Water sales $ 286,300 $ 286,300 $ 318,033 § 31,733
Property taxes 130,340 135,059 132,259 (2,800)
Specific ownership taxes 12,500 12,500 16,776 4,276
Tap fees 1,500 1,500 4,000 2,500
Other revenue - - 2,815 2,815
Interest income 4,000 4,000 10,932 6,932
Total revenue 434,640 439,359 484,815 45,456
Expenditures
Administrative expenses 165,657 199,140 197,351 1,789
Operating expenses 110,934 174,331 200,780 (26,449)
Debt service
Principal 7,100 7,100 7,100 -
Interest 252 252 26 226
Capital expenses 139,488 139,488 82,059 57,429
Total expenditures 423,431 520,311 487,316 32,995
Excess of revenue over
expenditures $ 11,209 § (80,952) (2,501) $ 78,451
GAAP adjustments
Capital assets 82,059
Capital obligation principal payments 7,100
Depreciation (92,238)
Total GAAP adjustments (3,079)
Change in net position $ (5,580)

See accompanying notes
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