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A

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of the Bancroft-Clover Water and Sanitation District
Jefferson County, Colorado

Opinions

We have audited the accompanying financial statements of the business-type activities of the Bancroft-Clover Water
and Sanitation District as of and for the year ended December 31, 2022, and related notes to the financial
statements, which collectively comprise Bancroft-Clover Water and Sanitation District’s basic financial statements
as listed in the table of contents.

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 Bancroft-Clover Water and Sanitation District as of December 31,
2022, and the respective changes in financial position and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Bancroft-Clover Water and
Sanitation District, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Bancroft-Clover Water and Sanitation District’'s
ability to continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

6140 S. Gun Club Road, Suite K6-281 www.cradypucacpas.com
Aurora, CO 80016



o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
Bancroft-Clover Water and Sanitation District's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Bancroft-Clover Water and Sanitation District’'s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages iii through viii be presented to supplement the basic financial statements. Such information
is the responsibility of management and, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements. The supplementary information listed in the table of contents is presented
for purposes of additional analysis and is not a required part of the basic financial statements. The supplemental
schedules on pages 16 and 17 are the responsibility of management and were derived from and relate 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 supplementary information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Prior Year Summarized Comparative Information
The prior year summarized comparative information has been derived from the District's 2021 financial statements,
and in another auditor’s report dated June 20, 2022, the auditor expressed an unmodified opinion on those financial

statements. The information presented herein as of and for the year ended December 31, 2021 is consistent, in all
material respects, with the audited financial statements from which it has been derived.

Crady, Puca & Associates

Aurora, Colorado
June 19, 2023



Bancroft-Clover Water & Sanitation District

Management's Discussion and Analysis

This section of the District’s annual financial audit presents our analysis of the District's financial
performance during the Fiscal Year ending December 31, 2022. Please read it in conjunction with the
financial statements.

Financial Highlights

Bancroft-Clover Water and Sanitation District increased its net position by $1,358,466 in 2022
compared to an increase in net position of $4,747,371 in 2021. The increase in net position was
significantly less than 2021 due to a reduction in tap fees and contributed capital.

Due to the District’s robust financial reserves, the Board elected to not increase water or sewer rates
for 2022.

Overview of the Financial Statements

The financial statements of the District report information about the District using accounting methods
similar to those used by private sector companies. These statements offer short and long- term financial
information about its activities.

Statement of Net Position

The Statement of Net Position provides information about the nature and amounts of investments in
resources (assets) and obligations to District creditors (liabilities). It also provides the basis for
computing the rate of return, evaluating the capital structure of the District and assessing the liquidity
and financial flexibility of the District.

Statement of Revenues, Expenses, and Changes in Net Position

This statement measures the results of the District's operations over the past year and may be used to
determine profitability, creditworthiness, and whether the District has successfully recovered all its
costs through its user fees and other charges.

Statement of Cash Flows

The final required financial statement is the Statement of Cash Flows. The primary purpose of this
statement is to provide information about the District's cash receipts and payments during the reporting
period. This statement reports cash receipts, cash payments, and net changes in cash resulting from
operations, non-capital financing, capital and related financing, and investing activities. It also
provides answers to such questions as where did the cash come from, how cash was used and what
was the change in cash balance during the reporting period.
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Bancroft-Clover Water & Sanitation District
Financial Analysis of the District

One of the most important questions asked about the District's finances is "Is the District as a whole
better off or worse off as a result of this year's activities?" The Statement of Net Position and the
Statement of Revenues, Expenses, and Changes in Net Position report information about the District's
activities in a way that can help answer that question. These two statements report the net position of
the District and the related change in these assets. The District's net position, (the difference between
assets and liabilities), is one way to measure financial health or financial position. Over time increases
in the District's net position are one indicator that the District’s financial health is improving.
However, one will need to consider other non-financial factors such as changes in economic
conditions, population growth, or changed governmental legislation.

Net Position

As part of our analysis, we provide a summary of the District’s Statement of Net Position (below):

2022 2021 Increase
(Decrease)
Assets
Current Assets $ 22,261,755 $ 20,126,512 $ 2,135,243
Capital and other assets 39,016,797 39,857,603 (840,806)
Total Assets 61,278,552 59,984,115 1,294,437
Liabilities and Deferred Inflows
Current Liabilities 654,223 721,519 (67,296)
Deferred Inflows 608,637 605,370 3,267
Total Liabilities and Deferred Inflows 1,262,860 1,326,889 (64,029)
Net Position
Invested in Capital Assets 28,916,399 27,251,388 1,665,011
Unrestricted 31,099,293 31,405,838 (306,545)
Total Net Position $ 60,015,692 $ 58,657,226 $ 1,358,466

The District's net position increased by $1,358,466 or 2.3%, due primarily to an increase in customer
billings at yearend and an increase in cash and short-term investments.

The Statement of Net Position shows the changes in the financial position and, the Statement of Revenues,
Expenses, and Changes in Net Position provides answers as to the nature and source of these changes.
During 2022, the District's Net Income from Operations decreased by $745,991 or 59.5%, compared to
2021. This decrease was driven largely by two factors, increased cost of purchasing treated water and
decreased summer water sales. Water sales volume for the peak months of July — September was 14.9%
lower in 2022. Average water unit sales price is highest during this period due to the Districts inclining
block rate structure.
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Bancroft-Clover Water & Sanitation District
Net Position (continued)

Condensed Statement of Revenues, Expenses and Changes in Net Position

December 31 2022 2021 Increase
(Decrease)
Operating Revenues $ 13,568,815 $ 13,492,283 $ 76,532
Less: Operating Expenses 12,262,914 11,508,055 754,859
Less: Depreciation 798,952 731,288 67,664
Net Income from Operations 506,949 1,252,940 (745,991)
Non-operating revenues (expenses) 370,639 560,459 (189,820)
Capital Contributions 480,878 2,933,972 (2,453,094)
Increase in Net Position 1,358,466 4,747,371 (3,388,905)
Net Position, Beginning of Year 58,657,226 53,909,855 4,747,371
Net Position, End of Year $ 60,015,692 $ 58,657,226 $ 1,358,466

Budgetary Highlights

As required by State Law, the District adopts a budget and appropriates funds by December 16 for the
following fiscal year. If an amendment is necessary, the Board will approve a supplemental
appropriation at a public hearing and file it with the State of Colorado. In 2022, no supplemental
appropriation was requested. Budget to actual comparative statements are included as Supplemental
Information in the audited financial statements.

Capital Assets and Debt Administration

At the end of 2022, the District had invested $28,916,399 in net property, plant and equipment
representing an increase of 6.1% over the prior year. The table below summarizes the changes in
property, plant and equipment.



Bancroft-Clover Water & Sanitation District

Capital Assets

December 31, 2022 2021 Increase
(Decrease)

Water System $ 27,911,307 $ 26,686,714 $ 1,224,593
Sewer System 19,624,828 16,563,758 3,061,070
Buildings 2,215,016 2,215,016 -
Furniture, equipment, and vehicles 1,280,631 1,201,530 79,101
51,031,782 46,667,018 4,364,764

Less: accumulated depreciation (22,737,886) (21,938,934) 798,952
Net depreciable capital assets 28,293,896 24,728,084 3,565,812
Land 144,728 144,728 -
Construction in Progress 477,775 2,378,576 (1,900,801)
Net capital assets $ 28,916,399 $ 27,251,388 $ 1,665,011

Capital Assets and Debt Administration (continued)

Capital asset increases are due to contributions from smaller development projects at Green Gables
and Lakeridge as well as the W. Jewell Ave. water and sewer rehabilitation project. In 2022 the District
spent $1,350,695 on the W. Jewell Ave. sewer rehabilitation project.

Long-Term Debt
The District continues to have zero long-term debt.

ECONOMIC FACTORS AND 2022 SERVICE RATES

The District's Board of Directors and management considered many factors when setting the 2022
budget, including user fees and charges and replacement of service lines. As in past years, the District
conducted an analysis of the impact of Denver Water's and Metro Water Recovery’s 2022 rate
adjustments. After consideration, the District Board elected to not increase water and sewer rates. In
addition, the residential tier structure was amended to increase Tier 1 volume from 3,000 to 5,000
gallons. The tier 4 threshold was also reduced to 26,000 gallons from 30,000 gallons.
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Bancroft-Clover Water & Sanitation District

Final 2023 Budget vs.

Final 2022 Budget

December 31, 2023 Budget 2022 Budget '23-'22 '23-'22%

$ Change % Change

Operating revenue $13,944,358 $14,335,650 $(391,292) -2.7%

Non-operating revenue 2,093,747 1,034,370 1,059,377 102.4%
Total revenues 16,038,105 15,370,020 668.085 4.3%

Other operating expense 11,769,757 11,327,405 442,352 3.9%

General & administrative expense 1,398,352 1,186,574 211,778 17.8%

Non-operating expense 2,910,000 3,226,930 (316,930) -9.8%
Total expenses 16,078,109 15,740,909 337,200 2.1%

Excess (Deficiency) of Revenues (40,004) (370,889) 330,885 89.3%

Over Expenditures

Beginning Funds Available 4.189.606 4.560.495 (370.889) -8.1%

Ending Funds Available 4,149,602 4,189,606 (40,004) -0.9%

In the 2023 budget, Bancroft-Clover’s net position is expected to decrease by $40,004 from 2022. The
budgeted decrease in net position is due to increased conservation efforts resulting in lower water
sales. Non-operating revenue is budgeted to increase 102.4%. This increase is due to construction
beginning on new development projects and the associated tap fees being received.

Operating expenses are budgeted to increase by 3.9% due to increased costs for treated water and
wastewater processing. General & Administrative expenses are budgeted to increase by $211,778 or
17.8% due to increased spending on cybersecurity and election expenses. Non-operating expenses are
budgeted to decrease by 9.8% due to reduced capital expenditure.
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Bancroft-Clover Water & Sanitation District

Requests for Information

This financial report is designed to give its readers a general overview of the District's finances.
Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to:

Tim Lowe, District Manager
Bancroft-Clover Water & Sanitation District
900 S. Wadsworth Boulevard

Lakewood, CO 80226

viii
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BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Statement of Net Position

December 31, 2022
(With Summarized Financial Information as of December 31, 2021)

2022 2021
ASSETS:
Current assets:
Cash and cash equivalents $ 6,736,264 $ 15,088,747
Investments 13,379,235 3,149,310
Accounts receivable:
Customers 1,374,583 1,017,367
Other 90,797 110,708
Property tax receivable 611,816 608,739
Prepaid expenses and other assets 69,060 151,641
Total current assets 22,261,755 20,126,512
Noncurrent assets:
Investments 10,100,398 12,606,215
Capital assets:
Capital assets, not being depreciated 622,503 2,523,304
Capital assets, being depreciated, net 28,293,896 24,728,084
Total capital assets 28,916,399 27,251,388
Total noncurrent assets 39,016,797 39,857,603
Total assets 61,278,552 59,984,115
LIABILITIES:
Current liabilities:

Accounts payable 654,223 721,519
Total liabilities 654,223 721,519
DEFERRED INFLOWS OF RESOURCES:

Deferred property taxes 608,637 605,370
NET POSITION:
Net investment in capital assets 28,916,399 27,251,388
Unrestricted 31,099,293 31,405,838
Total net position $ 60,015,692 $ 58,657,226

The accompanying notes are an integral part of these statements.
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BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Statement of Revenues, Expenses and Changes in Net Position

For the Year Ended December 31, 2022

(With Summarized Financial Information for the Year Ended December 31, 2021)

Operating revenues:
Charges for water service
Charges for sewer services
Other water income

Total operating revenues

Operating expenses:
Water purchased
Sewer treatment contract
Salaries and wages
Employee benefits and taxes
Contract maintenance
Engineering
Repairs and maintenance - lines and prevention
Repairs and maintenance - supplies
Repairs and maintenance - equipment and building
Postage
Office expense and supplies
Master Plan
Telephone
Insurance
IT consulting and expenses
Accounting and legal fees
Vehicle expenses
Utilities
Bank fees
Miscellaneous

Total operating expenses

Operating income before depreciation
Depreciation

Net income from operations

Non-operating revenues (expenses):
Property taxes
Specific ownership taxes
Net investment income (loss)
County treasurer's fees
Other

Net non-operating revenues
Income before capital contributions
Capital contributions:

Tap fees received
Contributed capital assets

Total Capital Contributions
Change in net position
Net position, beginning of year
Net position, end of year

The accompanying notes are an integral part of these statements.
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2022 2021
9,649,472 $ 9,613,808
3,830,020 3,785,953

89,323 92,522

13,568,815 13,492,283
7,063,268 6,586,299
2,463,332 2,597,995

837,196 788,246
322,034 274,437
51,641 40,065
34,346 37,289
824,034 705,454
16,019 13,613
10,389 5,123
58,278 59,259
45,916 54,887
105,207 1,656
25,481 26,933
27,239 11,892
116,774 109,460
79,290 71,400
22,347 28,273
41,162 36,454
100,019 42,064
18,942 17,256

12,262,914 11,508,055

1,305,901 1,984,228
798,952 731,288
506,949 1,252,940
598,104 595,815

48,297 54,029
(278,554) (85,459)
(9,048) (8,931)
11,840 5,005
370,639 560,459
877,588 1,813,399
133,878 1,832,400
347,000 1,101,572
480,878 2,933,972

1,358,466 4,747,371

58,657,226 53,909,855

60,015,692 $ 58,657,226




BANCROFT-CLOVER WATER AND SANITATION DISTRICT

Statement of Cash Flows
For the Year Ended December 31, 2022

(With Summarized Financial Information for the Year Ended December 31, 2021)

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers of goods and services
Cash paid to employees for services

Net cash provided by operating activities

Cash flows from non-capital financing activities:
Property and specific ownership tax
Other nonoperating revenue (expense)

Net cash provided by non-capital financing activities

Cash flows from capital and related financing activities:

Acquisition of capital assets
Tap fees received

Net cash used in capital and related financing activities

Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchases of investments
Interest on cash and investments

Net cash provided by (used in) investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating income to net cash
provided by operations
Operating income

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation expense
(Increase) decrease in:
Receivables
Prepaids and other expenses
(Decrease) increase in:
Accounts payable

Total adjustments

Net cash provided by operating activities

Noncash capital activities:
Fair value decrease in investments
Contributed assets

2022 2021
13,211,599 13,528,294
(11,068,488) (10,181,614)
(1,159,230) (1,059,885)

983,881 2,286,795
646,591 641,817
2,792 5,005
649,383 646,822
(2,116,967) (4,614,081)
133,878 1,832,400
(1,983,089) (2,781,681)
3,045,000 5,404,769
(11,436,282) (5,456,305)
388,624 60,750
(8,002,658) 9,214
(8,352,483) 161,150
15,088,747 14,927,597
6,736,264 15,088,747
506,949 1,252,940
798,952 731,289
(337,305) 37,011
82,581 (40,420)
(67,296) 305,975
476,932 1,033,855
983,881 2,286,795
562,213 146,208
347,000 1,101,572

The accompanying notes are an integral part of these statements.



BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Notes to Financial Statements
December 31, 2022

1. Summary of Significant Accounting Policies

The accounting policies of the Bancroft-Clover Water and Sanitation District, Jefferson
County, Colorado, (the District), conform to accounting principles generally accepted in the
United States of America as applicable to governments (US GAAP). The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The following is a summary of the
more significant policies consistently applied in the preparation of the accompanying financial
statements.

Reporting Entity

The District is a statutory, single-purpose, Special District governed by a five-member Board
of Directors pursuant to provisions of the Colorado Special District Act, C.R.S. Title 32.
Qualified electors in the District elect the members of the Board. As required by US GAAP,
these financial statements present the activities of the District which is legally separate and
financially independent of other state and local governments. The District provides water and
sanitation services to southeastern Lakewood and portions of unincorporated Jefferson
County, Colorado.

The District complies with GASB accounting pronouncements, which provide guidance for
determining which governmental activities, organizations, and functions should be included
within the financial reporting entity. It defines component units as legally separate entities for
which the elected officials of the primary government are financially accountable and other
organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity’s financial statements to
be misleading. Financial accountability includes, but is not limited to, appointment of a voting
majority of the organization’s governing body, ability to impose its will on the organization, a
potential for the organization to provide specific financial benefits or burdens, and fiscal
dependency.

The District is not financially accountable for any other organization, nor is the District a
component unit of any other primary governmental entity.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The District’s financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows.

The accounts of the District are organized on the basis of a proprietary fund type, specifically
an enterprise fund. Enterprise funds are used by governments to report any activity for which
a fee is charged to external users for goods or services.



BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Notes to Financial Statements
December 31, 2022

1. Summary of Significant Accounting Policies (continued)

Measurement Focus, Basis of Accounting and Financial Statement Presentation
(continued)

The District distinguishes operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection with
the District’s principal ongoing operations, the delivery of water and wastewater treatment
services and related service charges. Operating expenses for the District include costs of
sales and services, operating expenses, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses. Investment income, property taxes, tap fees and
contributed assets from developers are recorded as non-operating revenues.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position
Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers cash deposits and
highly liquid investments with original maturities of three months or less from the date of
acquisition, to be cash equivalents.

Investments

Certain investments are reported at fair value and are classified as current or non-current
based on their maturity date. Investments held in the local government investment pools
are reported at net asset value or amortized cost, as applicable, as allowed under US
GAAP.

Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The
District categorizes its investments within the fair value hierarchy established by US
GAAP. The hierarchy is based on the valuation inputs used to measure the fair value of
the asset. Level 1 inputs are quoted market prices in active markets for identical assets;
Level 2 inputs are significant other observable inputs; Level 3 inputs are significant
unobservable inputs.

Revenues/Receivables

Revenues are generated from water service and wastewater collection. The District's
receivables are due from commercial and residential customers within the District service
area. The District’s policy for collections is limited to the right to discontinue service and
place liens on property. The District has determined that no allowance is necessary at
December 31, 2022, based on historical collection experience.



BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Notes to Financial Statements
December 31, 2022

1. Summary of Significant Accounting Policies (continued)

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position
(continued)

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in the financial statements.

Capital Assets

Capital assets include land, construction in progress, water and sewer distribution and
collection systems, buildings, office furniture and equipment, and vehicles. Capital assets
are defined by the District as assets with an initial cost of more than $5,000 and an
estimated useful life in excess of one year. Such assets are recorded at historical cost.
Donated capital assets are recorded at estimated fair value at the date of donation. Capital
expenditures for projects are capitalized as constructed. The costs of normal maintenance
and repairs that do not add to the value of the assets or materially extend the life of the asset
are not capitalized.

Capital assets, excluding land and construction in progress, are depreciated using the
straight-line method over the following estimated useful lives:

Assets Years
Water system 30-50
Sewer system 30-50
Buildings 30-40
Furniture, equipment, and vehicles 5-10

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then. The District has no items that qualify for reporting in this category.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time frame. The District has only one type of item that qualifies for reporting in this
category, deferred property taxes. This amount is deferred and recognized as an inflow of
resources in the period the amount is collected.

Tap Fees and Contributed Lines
Tap fees are recorded as capital contributions when received. Lines contributed to the

District by developers are recorded as capital contributions and additions to the systems at
estimated fair market value when received.

-6-



BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Notes to Financial Statements
December 31, 2022

Summary of Significant Accounting Policies (continued)

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position
(continued)

Net Position
The District classifies net position into three components:

= Net position invested in capital assets — consists of the historical cost of capital
assets less accumulated depreciation and less any debt that remains outstanding
that was used to finance those assets.

» Restricted net position - consists of assets that are restricted by the District’s
creditors, by state enabling legislation, by grantors (both federal and state), and
by other contributors.

= Unrestricted net position — all remaining items of net position are reported in this
category.

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

Property Taxes

Property taxes are levied by the District's Board of Directors. The levy is based on assessed
valuations determined by the County Assessor generally as of January 1 of each year. The
levy is normally set by December 15 by certification to the County Commissioner to put the
tax lien on the individual properties as of January 1 of the following year. The County
Treasurer collects the determined taxes during the ensuing calendar year. The taxes are
payable by April or in equal installments, at the taxpayer’s election, in February and June.
Delinquent taxpayers are notified in July or August and the sales of the resultant tax liens on
delinquent properties are generally held in November or December. The County Treasurer
remits the taxes collected monthly to the District. No provision has been made for
uncollected taxes, as all taxes are deemed collectible.

Property taxes are recorded initially as deferred inflows in the year they are levied and
measurable since they are not normally available nor are they budgeted as a resource until
the subsequent year. These amounts are recorded as revenue in the subsequent year when
they are collected.

Estimates

The preparation of financial statements in conformity with US GAAP requires District
management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates, and such
differences could be material.
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1. Summary of Significant Accounting Policies (continued)

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position
(continued)

Comparative Data

The financial statements contain certain prior year summarized comparative information.
Accordingly, such information should be read in conjunction with the District’s financial
statements for the year ended December 31, 2021, from which the summarized
information was derived.

Reclassifications

Certain amounts in the prior year financial statements have been reclassified to conform

to the current year presentation. Reclassifications made in prior year have no impact on
total net position or change in net position.

2. Stewardship, Compliance and Accountability

Budgetary Information

The District’s budget is adopted and presented to the state on a basis consistent with US
GAAP with the following exceptions: depreciation expense is not budgeted, and capital
outlays are treated as expenses for budget purposes; budget excludes gain/loss on asset
disposals and capital contributions. State law requires the District to adopt annual
appropriated budgets for all funds.

The District conforms to the following procedures, in compliance with Colorado Revised
Statutes, in establishing the budgetary data reflected in the financial statements:

Prior to October 15 of each year, the District Manager (not an elected official) submits a
proposed operating budget for the fiscal year commencing the following January 1 to the
Board of Directors (elected officials). The operating budget for the fund includes proposed
expenses and the means of financing them.

After a required publication of "Notice of Proposed Budget" and a public hearing, the District
adopts the proposed budget and an appropriating resolution, which legally appropriates
expenditures for the upcoming year.

After adoption of the budget resolution, the District may make the following changes: (a) it may
transfer appropriated monies between funds or between spending agencies within a fund, as
determined by the original appropriation level; (b) it may approve supplemental appropriations
to the extent of revenues in excess of the estimated revenues in the budget; (c) it may approve
emergency appropriations; and (d) it may approve the reduction of appropriations for which
originally estimated revenues are insufficient. The budget is only amended in conformity with
Colorado Revised Statutes which allows the District to amend the budget and adopt a
supplementary appropriation if money for a specific purpose, other than ad valorem taxes,
becomes available to meet a contingency.
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2,

Stewardship, Compliance and Accountability (continued)

Tax, Spending and Debt Limitations

Article X, Section 20, of the Colorado Constitution, commonly known as the Taxpayer’s Bill of
Rights (TABOR) contains tax, spending, and revenue and debt limitations which apply to the
State of Colorado and all local governments. Spending and revenue limits are determined
based on the prior year’s “fiscal year spending” adjusted for allowable increases based upon
inflation and local growth. “Fiscal year spending” is generally defined as expenditures plus
reserve increase with certain exceptions. Revenue in excess of the “fiscal year spending”
limit must be refunded unless the voters approve retention of such revenue.

Enterprises, defined as government-owned businesses authorized to issue revenue bonds
and receiving less than 10% of annual revenue in grants from all state and local
governments combined, are excluded from the provisions of TABOR.

TABOR requires local governments to establish Emergency Reserves. These reserves must
be at least 3% of “fiscal year spending” (excluding bonded debt service). Local governments
are not allowed to use emergency reserves to compensate for economic conditions, revenue
shortfalls, or salary or benefit increases.

The District’'s management believes it is in compliance with the provisions of TABOR, based
upon its interpretation of the Amendment’s language, however, TABOR is complex and
subject to interpretation. Many of the provisions, including the interpretation of how to
calculate “fiscal year spending” limits may not become fully understood without judicial
review.

Detailed Notes Concerning the Fund

Cash and Investments

Deposits and investments are classified in the accompanying financial statements as follows
at December 31, 2022:

Cash and cash equivalents:

Bank deposits and cash on hand $ 1,976,740
Government investment pools 4,759,524
Total cash and cash equivalents 6,736,264
Current assets:
U.S. Treasury Notes 6,913,305
U.S. Treasury Strips 6,465,930
Total current 13,379,235
Non-current assets:
U.S. Treasury Notes 9,136,826
U.S. Treasury Strips 963,572
Total non-current 10,100,398
Total cash and investments $ 30,215,897
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3. Detailed Notes Concerning the Fund (continued)

Cash and Investments (continued)
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. PDPA allows the 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 equal
to 102% of the aggregate uninsured deposits.

The State Commissioners for banks and financial services are required by Statute to monitor
the naming of eligible depositories and reporting of the uninsured deposits and assets
maintained in the collateral pools.

Investments

The District has not adopted a formal investment policy; however, it follows state statutes
regarding investments.

At December 31, 2022, the District held the following investments and concentrations:

Maturities Total % of
Less than 1-3 3-5 Fair Portfolio

Investment Type 1 year years years Value Total
Government investment pools $ 4,759,524 $ -3 - $ 4,759,524 16.9%
U.S. Treasury Notes 6,913,305 9,136,826 - 16,050,131 56.8%
U.S. Treasury Strips 6,465,930 963,572 - 7,429,502 26.3%
Totals $ 18,138,759 $ 10,100,398 $ - $ 28,239,157 100.0%

Government investment pools: The District invests in the Colorado Local Governmental
Liquid Asset Trust (COLOTRUST), a local government investment vehicle established for
local governmental entities in Colorado to pool surplus funds. COLOTRUST offers three
investment options, one of which is COLOTRUST PLUS+. At December 31, 2022, the
District invested $4,759,524 in COLOTRUST PLUS+.

As an investment pool, COLOTRUST operates under the Colorado Revised Statutes (24-75-
701) and is overseen by the Colorado Securities Commissioner. COLOTRUST PLUS+ may
invest in U.S. Treasuries, government agencies, the highest-rated commercial paper, certain
corporate securities, certain money market funds, and certain repurchase agreements, and
limits its investments to those allowed by State statutes. Purchases and redemptions are
available daily at a net asset value (NAV) of $1.00. A designated custodial bank provides
safekeeping and depository services to COLOTRUST in connection with the direct
investment and withdrawal function of COLOTRUST. The custodian’s internal records
identify the investments owned by participating governments.
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3. Detailed Notes Concerning the Fund (continued)

Investments (continued)

COLOTRUST PLUS+ records its investment at fair value and the District records its
investment in COLOTRUST PLUS+ using the net asset value. There are no unfunded
commitments and there is no redemption notice period. The weighted average maturity is 60
days or less. At December 31, 2022, COLOTRUST PLUS+ had a credit rating of AAAm by
Standard & Poor’s.

Custodial Credit Risk: As of December 31, 2022, all of the District's deposits and
investments were insured by the Federal Deposit Insurance Corporation or held in eligible
public depositories as required by PDPA.

Interest Rate Risk: Interest rate risk is the risk that changes in the market interest rates will
adversely affect the fair value of an investment. In accordance with CRS, the District
manages its exposure to declines in fair value by limiting the average maturity of its
investments to five years or less.

Credit Risk: Generally, credit risk is the risk that the issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a rating by
a nationally recognized statistical rating organization. The District’'s investments in U.S.
Treasury Notes were rated Aaa by Moody’s. The District’s investments in the U.S. Treasury
Strips were unrated. The local government investment pools ratings are included above.

Fair Value: Certain District investments are required to be categorized within the fair value
hierarchy. Government investment pools are not required to be categorized. The District’s
investments in U.S. Obligations (U.S. Treasury Notes and Strips) are categorized as Level 1
investments and are valued using quoted market prices.
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3.

Detailed Notes Concerning the Fund (continued)

Capital Assets

Capital asset activity for the year ended December 31, 2022 was as follows:

Capital assets not being depreciated:

Land

Construction in progress
Total capital assets, not being

depreciated

Capital assets being depreciated:
Water system
Sewer system
Buildings
Furniture, equipment, and vehicles

Less accumulated depreciation for:
Water system
Sewer system
Buildings
Furniture, equipment, and vehicles

Total capital assets being
depreciated, net

Total capital assets, net

Long Term Debt

$

$

Beginning Ending

Balance Additions Deletions Balance
144,728 $ - $ - % 144,728
2,378,576 2,020,670 (3,921,471) 477,775
2,523,304 2,020,670 (3,921,471) 622,503
26,686,714 1,224,593 - 27,911,307
16,563,758 3,061,070 - 19,624,828
2,215,016 - - 2,215,016
1,201,530 79,101 - 1,280,631
46,667,018 4,364,764 - 51,031,782
(11,141,402) (428,097) - (11,569,499)
(8,592,026) (263,358) - (8,855,384)
(1,203,154) (55,060) - (1,258,214)
(1,002,352) (52,437) - (1,054,789)
(21,938,934) (798,952) - (22,737,886)
24,728,084 3,565,812 - 28,293,896
27,251,388 $ 5586,484 $ (3,921,471) $ 28,916,399

As of December 31, 2022, the District has no authorized but unissued debt.

Other Information

Retirement Plans

The District participates in the Colorado Retirement Association’s (CRA), formerly the
Colorado County Officials and Employees Retirement Association, two retirement plans. A
401a defined contribution plan (401a plan) and a 457 deferred compensation plan (457
plan). The plans cover full-time employees who are at least 18 years of age. An employee is
considered full-time if they work 40 hours per week for 12 months of the year. Employees
are eligible to participate upon date of hire.
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4, Other Information (continued)

Retirement Plans (continued)

401a plan

The 401a plan, is a defined contribution money purchase pension plan which requires each
employee contribute 6% of employee compensation. Compensation does not include
overtime or bonus earnings. The District is required to match the contribution. Employee
contributions are 100% vested while the District’s contributions for each employee are vested
at a rate of 50% after three years; 75% after four years; and 100% after five years of service.
District contributions for, and earnings forfeited by, employees who leave employment prior
to full vesting are used to reduce the District's subsequent contribution requirements. For
the year ended December 31, 2022, the District contributed $46,056.

457 plan

The 457 plan is an employer-sponsored retirement plan that allows employees to defer
receiving a portion of their current compensation until retirement or separation from service.
Participation in this plan is voluntary and all contributions from this plan are from employees.

Risk Management

The District is exposed to various risks of loss related to torts; thefts of, damage to, or
destruction of assets; errors or omissions; and natural disasters for which the District carries
commercial insurance.

The District has elected to participate in the Colorado Special Districts Property and Liability
Pool (the Pool) which is sponsored by the Special District Association of Colorado. The Pool
is an organization created by an intergovernmental agreement to provide property, liability,
public official's liability, boiler and machinery, and workers compensation coverage to its
members. Settled claims have not exceeded this coverage in any of the past three fiscal
years.

The District pays annual premiums to the Pool for property, general liability, public official’s
liability and workers’ compensation coverage. Members of the Pool may be required to
make additional surplus contributions in the event aggregated losses incurred by the Pool
exceed amounts recoverable from reinsurance contracts and funds accumulated by the Pool.
Any excess funds, which the Pool determines are not needed for purposes of the Pool, may
be returned to the members pursuant to a distribution formula. No distributions were made
during the year ended December 31, 2022.
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5. Intergovernmental Contracts and Agreements

Water Service Contract

The District is provided water under a master meter distributor’s contract with the Board of
Water Commissioners of the City and County of Denver (Denver Water Board). The contract
provides, among other things, that the Denver Water Board will serve the District through
build out, may restrict the right of the District to issue new taps and requires compliance with
their Operating Rules and Engineering Standards.

Service Contract - Metro Water Recovery (MWR)

The District has an agreement with MWR, formerly the Metro Wastewater Reclamation
District, for final treatment and disposal of the District's sewage. The agreement provides for
annual estimated charges that are assessed through the application of a predetermined
formula. Adjustments to the estimated charge will be based on meter flows, content, and
actual costs. The adjustments are billed or credited to the District during the two succeeding
years. The District retains responsibility for the maintenance and future construction costs of
all public sanitary sewer lines and retains title to all public sanitary sewer lines in the District.

The composition of the charges included in sewage treatment for the year ended December
31, 2022 is as follows:

Estimate for current year $ 2,540,037
Adjustments (positive) negative:
Final second preceding year estimate to actual (56,788)
Preliminary preceding year estimate to actual (41,693)
Total annual charges $ 2,441,556

The 2023 sewage treatment estimate is $2,608,743. The total net annual charge for 2023 is
expected to be $2,567,068 which includes a favorable 2021 final adjustment of $2,194 and a
favorable 2022 preliminary adjustment of $39,481.

Alameda Water and Sanitation District

The District has a formal agreement with Alameda Water and Sanitation District (Alameda)
dated August 15, 2011 for the shared use of the Sanderson Gulch sewer line with Alameda
to reimburse a portion of the costs subsequent to each year end. Based on the agreement,
Alameda is to reimburse the District for the average flow per Equivalent Residential Unit
(EQR) for properties flowing into the Sanderson Gulch Metering Facility. The cost per EQR is
based on the annual charge for service charged by MWR as well as any costs of
maintenance of the District facilities.

Green Mountain Water and Sanitation District
The District has a formal agreement with Green Mountain Water and Sanitation District
(Green Mountain) for the shared use of Weir Gulch sewer line. Under the terms of the

agreement, the District is to reimburse Green Mountain for a certain percentage of the Weir
Gulch Metering Facility costs charged by Metro Water Recovery.
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5. Intergovernmental Contracts and Agreements (continued)

Bear Creek Water and Sanitation District

The District has a formal agreement with Bear Creek Water and Sanitation District(Bear
Creek) for a connection to the District’s system. Under the agreement, Bear Creek installed
approximately 1,870 feet of 12-inch pipe and a water meter to feed up to 250 single family
residential taps in their district. Bear Creek maintains the water meter and vault, and the
District maintains the 12-inch pipeline. Water supplied to Bear Creek through this connection
is credited to the District each billing cycle.

The District has a formal agreement with Bear Creek Water dated April 11, 2011 for the
shared use of a Bear Creek sewer line. Based on the agreement, the District is to reimburse
Bear Creek for a pro-rata share of the District’s fees charged by MWR together with the pro-
rata share of the costs of operations and maintenance attributable to the provision of sanitary
sewer services.

South Sheridan Water and Sanitation District

The District has a formal agreement with the South Sheridan Water and Sanitation District
(South Sheridan) dated February 8, 2012 that sets forth the terms for the District and South
Sheridan to provide sanitary sewer services to each other. It was determined that there are
certain properties within the District's boundaries being serviced by South Sheridan and
likewise, certain properties within South Sheridan’s boundaries being serviced by the District.
Per the agreement, each district will pay the other district the respective costs for services
provided to these properties.
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BANCROFT-CLOVER WATER AND SANITATION DISTRICT

Schedule of Revenues and Expenditures - Budget and Actual (Budgetary Basis)
For the Year Ended December 31, 2022

Revenues:

Charges for water services
Charges for sewer services

Other water income

Tap fees

Property taxes

Specific ownership taxes
Investment income (loss)
Other non-operating revenue

Total Revenues
Expenditures:

Operating expense - water:

Source of supply

Transmission, distribution and other expenses

Operating expense - sewer:

Sewage treatment

Collection, transmission and other expenses

General and administrative expenses

Capital outlay

Water
Sewer

Administrative

Total Expenditures

Excess (Deficiency) of Revenues over Expenditures

Beginning Funds Available

Ending Funds Available

Original and

Final Variance

Budget Actual with Final
$ 10315221 $§ 9,649,472 $ (665,749)
3,937,228 3,830,020 (107,208)
83,200 89,323 6,123
302,250 133,878 (168,372)
605,370 598,104 (7,266)
45,000 48,297 3,297
80,000 (278,554) (358,554)
1,750 11,840 10,090
15,370,019 14,082,380 (1,287,639)
7,173,355 7,063,268 110,087
990,009 1,041,266 (51,257)
2,476,805 2,463,332 13,473
687,235 478,390 208,845
1,186,574 1,225,706 (39,132)
1,704,330 219,236 1,485,094
1,422,600 1,874,499 (451,899)
100,000 23,232 76,768
15,740,908 14,388,929 1,351,979
$ (370,889) $ (306,549) $ 64,340

31,405,838
$ 31,099,289

The accompanying notes are an integral part of these statements.
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BANCROFT-CLOVER WATER AND SANITATION DISTRICT
Reconciliation of Budgetary Basis to Statement of Revenues, Expenses and Changes

in Net Position
For the Year Ended December 31, 2022

Revenue (budgetary basis) $ 14,082,380

Contributed assets 347,000
Revenues per Statement of Revenues, Expenses and Changes

in Net Position 14,429,380

Expenditures (budgetary basis) 14,388,929

Depreciation 798,952

Capital outlay (2,116,967)
Expenses per Statement of Revenues, Expenses and Changes

in Net Position 13,070,914

Change in net position per Statement of Revenues, Expenses
and Changes in Net Position $ 1,358,466

The accompanying notes are an integral part of these statements.
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