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JOHN CUTLER

& ASSOCIATES

Honorable Mayor and Members of the City Council
City of Dacono
Dacono, Colorado

INDEPENDENT AUDITORS’ REPORT

Report on the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Dacono (the “City”) as of and for the year ended December 31, 2022, and
the related notes to the financial statements, which collectively comprise the City’s basic financial statements as listed in the table
of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Dacono as of December 31, 2022, and the respective changes in financial position and, where
applicable, cash flows and the budgetary comparison schedules for the general and major special revenue funds, thereof 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 (GAAS). 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 the City of Dacono, and to meet our 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 the
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 the City’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 GAAS 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 judgement made by a reasonable user based on the financial
statements.
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In performing an audit in accordance with GAAS, we:

» Exercise professional judgement and maintain professional skepticism throughout the audit.

» 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 of the financial statements.

» 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 of the effectiveness of the
City’s internal control. Accordingly, no such opinion is expressed.

» 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.

» Conclude whethet, in out judgement, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City’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 and required budgetary and pension information on pages 35-41 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 (GASB) who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, ot 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 inquities, 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 and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City’s basic financial statements. The combining and individual fund financial statements and State Compliance
information as listed in the table of contents, are presented for purposes of additional analysis and ate not a required part
of the basic financial statements. Such information 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.

The combining and individual fund financial statements and State Compliance have 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 undetlying 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 combining and individual
fund financial statements and State Compliance ate fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.
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#¢ DACONO

Management’s Discussion and Analysis
Fiscal Year Ending December 31, 2022

As management of the City of Dacono (the City), we offer readers of the City’s basic financial
statements this narrative and analysis of the financial activities of the City of Dacono for the year
ended December 31, 2022. The City’s financial performance is discussed and analyzed within
the context of the accompanying financial statements and disclosures following this section. We
encourage readers to consider the information presented in conjunction with additional
information provided by auditors in the Independent Auditor’s Report.

2022 FINANCIAL HIGHLIGHTS

The City’s assets and deferred outflows of resources exceed its liabilities and deferred inflows of
resources by $66,597,289. This is referred to as the total net position. The City’s net position
includes all Funds; General, Water, Capital Equipment, Street, Impact Fee, Conservation Trust,
and the Urban Renewal Authority of Dacono (URAD) Fund.

Total net position is comprised of the following:

e The net investment in capital assets of $45,491,491 which includes all property and
equipment, net of accumulated depreciation, and is reduced by the amount of outstanding
debt related to the purchase and construction of those capital assets.

e Net position of $748,448 is restricted by constraints imposed from outside the City by
law or regulation.

e Unrestricted net position of $20,357,350 represents the portion of assets available to
maintain the City’s continued obligations to creditors and the community.

The City’s governmental funds reported total ending fund balance of $15,596,131 which is an
increase of $2,189,216 from the prior year’s total governmental fund balance of $13,406,915.

At the end of the current calendar year, the unassigned portion of the General Fund balance was
$4,593,549; 95% of total General Fund expenditures. The presence of a high fund balance to
expense ratio indicates a strong, healthy General Fund able to support most of the year’s
expenses without issue.



Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The basic statements are comprised of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances in a manner similar to a private-sector business. These
statements provide both short-term and long-term information about the City’s overall financial
status.

The Statement of Net Position presents information on all the City’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources with the difference between the
categories being reported as net position. Over time, the increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating. This statement among other non-financial factors such as diversification of the
taxpayer base (commercial vs. residential), and the age and condition of the City infrastructure,
would need to be evaluated to judge the City’s overall condition.

The Statement of Activities presents information showing how the City’s net position changed
during the year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of the related cash flows, otherwise known as
accrual accounting. Thus, revenues and expenses are reported in the statement for some items
that will only result in cash flows in future periods; for example, salaries and benefits earned but
unpaid as of year-end or capital assets acquired through lease purchase agreements or bond
issuances.

Both aforementioned documents separate the activities performed by those supported through
collection of taxes and business-type activities whereby the vast majority of the expenses are
paid with user fees and charges. Governmental activities include general government, public
safety, public works, parks, and recreation. Business-type activities include water and trash.

The government-wide financial statements are found on pages 1-2 of this report.

Fund Financial Statements

A Fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City keeps track of these funds to

ensure and demonstrate compliance with finance-related legal and code requirements. The City
has two types of funds:
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Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. Major funds are reported
separately while the smaller funds may be reported in combination.

Both the Balance Sheet - Governmental Funds and the Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds provide a reconciliation to assist in
understanding the difference between them and the government-wide financial statements.

The basic governmental fund financial statements are found on pages 3-5 of this report.
Proprietary funds are reported in the fund financial statements and generally report services for
which the City charges customers a fee. The City’s proprietary fund is classified as an enterprise
fund or more specifically, the Water Fund. The Water Fund encompasses the same functions
reported as business-type activities in the government-wide financial statements.

The basic proprietary fund financial statements are located on pages 6-8 of this report.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the financial statements, both government-wide and at the fund level. The notes to
the basic financial statements begin on page 9 of this report.

Required and Other Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also contains
certain required supplementary information concerning the City’s budget presentations.

Budgetary comparison schedules for the General Fund and the major special revenue funds are
included as required supplementary information and can be found on pages 35-39 of this report.

Also included in the supplementary information section is the net pension asset (liability)
calculation to comply with GASB statement 68 requirements. A ten-year chart of City
contributions to the defined benefit plan (FPPA) is presented. These items are found on pages
40-41 of this report.

Included in other supplementary information section are the individual fund schedules of non-
major fund types and the Proprietary Fund which can be found on pages 42-43 of this report.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE
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The City’s net position at calendar year end is $66,597,289. The following table shows a

summary of the City’s net position:

Net Position

Assets:
Current and other assets
Capital assets
Net pension assets

Total assets

Deferred outflow of resources
Deferred loss on refunding
Deferred outflows - pension

Total deferred outflow of resources

Liabilities:
Current liabilities
Noncurrent liabilities:
Due in one year
Due in more than one year
Net Pension Liability

Total liabilities

Deferred inflow of resources
Unearned revenue -property taxes
Deferred inflows - pension

Total deferred inflow of resources

Net Position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

Governmental Business-Type Total
Activities Activities Primary Government

2022 2021 2022 2021 2022 2021
$50,482,917 $32,502,466 $5,651,993 $6,115,222 $56,134,910 $38,617,688
30,897,357 30,273,936 36,948,951 36,880,519 67,846,308 67,154,455
744,367 301,649 744,367 301,649
$82,124,641 63,078,051 42,600,944 42,995,741 $124,725,585 106,073,792
34,250 45,666 - 34,250 45,666
396,376 486,567 - 396,376 486,567
430,626 532,233 - 430,626 532,233
3,262,141 4,216,286 312,316 210,690 3,574,457 4,426,976
594,601 583,948 172,492 172,036 767,093 755,984
21,365,695 27,213,646 360,271 532,763 21,725,966 27,746,409
25,222,437 32,013,880 845,079 2,850,950 26,067,516 32,929,369
31,921,672 16,318,089 - - 31,921,672 16,318,089
569,734 371,565 - - 569,734 377,565
32,491,406 16,695,654 - - 32,491,406 16,695,654
8,902,811 2,430,676 36,588,680 36,347,756 45,491,491 38,778,432
748,448 297,103 748,448 297,103
15,190,165 12,172,971 5,167,185 5,732,496 20,357,350 17,905,467
$24,841,424 $14,900,750 $41,755,865 $42,080,252 $66,597,289 $56,981,002




The following chart depicts the total net position balance from fiscal years 2013-2022:

Net Position Over Time
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Prior to 2022, in more recent years, the City’s net position leveled out or flattened. This
illustrated the slowdown in housing development, and the effects of COVID-19 on the City’s
overall economy. The city accumulated more capital assets in those years than previous years,
but also accumulated more debt purchasing those assets which offset the assets value when
calculating net position. In 2022, the large spike in net position is a product of a large debt
principal payment from the Urban Renewal Authority of Dacono, which lowered the
government’s overall debt obligations long-term. A modest increase in cash assets accounts for
the remainder of the increase to net position.

The City reports an increase in net position in governmental activities and a small decrease in
business-type activities in 2022. Net position increased by $9,940,674 in governmental activities
and decreased by $324,387 in business-type activities. The City’s overall net position increased
during calendar year 2022 by $9,616,287.

Note that approximately 36% of the governmental activities total net position is invested in
capital assets. The remainder of net position is available to pay current and future liabilities and
is unrestricted for future use or restricted for specific uses such as emergency needs or for parks
and recreation. Conversely, 88% of business-type activities’ net position is invested in capital
assets leaving a smaller portion available to meet the current and future obligations of this
activity. The assets of the business-type activity are used to provide water and trash removal
services to Dacono businesses and residents and generate reserves for the Water Fund. To
increase unrestricted net assets in the Water Fund the City will have to raise fees to present and
future customers. Combining governmental activities and business-type activities, the City has
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invested 69% of its total net position in capital assets, leaving 31% to pay existing liabilities and

future expenses.

The following table provides a summary of the City’s changes in net position:

Change in Net Position

Program revenues
Charges for services
Operating grants

and contributions
Capital grants
and contributions

General revenues
Sales and Use taxes
Property taxes
Franchise taxes
Other taxes
Interest
Other

Capital Contributions

Total revenues

Expenses
General government
Public safety
Public works
Parks and recreation

Interest on long term debt

Water

Total expenses

Change in net position

Net position, beginning

Net position, ending

Governmental Business-type Total
Activities Activities Primary Government
2022 2021 2022 2021 2022 2021
$862,257 $368,068 $2,412,783 $2,291,101 $3,275,040 $2,659,169
266,464 125,403 266,464 125,403
404,207 322,617 390,732 13,549,777 794,939 13,872,394
3,385,973 2,553,044 3,385,973 2,553,044
16,633,593 2,993,105 16,633,593 2,993,105
234,134 229,739 234,134 229,739
260,907 110,663 260,907 110,663
339,297 22,847 81,940 2,370 421,237 25,217
428,731 461,087 46,393 784,765 475,124 1,245,852
- (13,500,000)

$22,815,563 -$6,313,427 $2,931,848 $16,628,013 25,747,411 23,814,586
7,921,607 2,199,226 7,921,607 2,199,226
1,650,190 2,285,364 1,650,190 2,285,364
1,890,688 1,655,078 1,890,688 1,655,078
101,520 153,360 101,520 153,360
1,310,884 1,385,588 15,643 20,099 1,326,527 1,405,687
3,240,592 2,587,947 3,240,592 2,587,947

12,874,889 7,678,616 3,256,235 2,608,046 16,131,124 10,286,662
9,940,674 (13,992,043) (324,387) $14,019,967 9,616,287 27,924
$14,900,750 28,892,793 42,080,252 28,060,285 $56,981,002 56,953,078
$24,841,424 $14,900,750 $41,755,865 $42,080,252 $66,597,289 $56,981,002




Governmental Activity Revenues

The operations of the City are funded primarily by local property tax revenues and sales tax.
Other funding sources are use tax, franchise and admissions tax and building permits. Tax
revenue for the year was $20,709,076 an increase of 252% from the prior year. Sales and use tax
increased in 2022 by 33%. Property tax collections increased 456% and all other taxes increased
by 46%. In total, tax revenue increased $14,822,524 for the 2022 calendar year. Property tax
increased drastically; primarily due to an increase in tax increment funding in the URAD, which
was the result of oil and gas production. Overall, total revenue increased across all governmental

funds from 2021 to 2022 by $15,628,990.

Governmental Activity Expenses

The following table represents the cost of each of the City’s programs, including the net cost
(total cost less revenues generated by the activities). The net cost illustrates the burden placed on

the taxpayers by each of these functions.

Governmental Activities
Total Cost of ~ Percentage of Net Cost of Percentage of

Service Total Service Total
General Government $7,921,607 61.5% ($6,862,305) 60.5%
Public Safety $1,650,190 12.8% ($1,585,771) 14.0%
Public Works $1,890,688 14.7% ($1,522,024) 13.4%
Parks and Recreation $101,520 0.8% ($60,977) 0.5%
Long-term Debt Interest $1,310,884 10.2% ($1,310,884) 11.6%
Total $12,874,889 100.0%  ($11,341,961) 100.0%

The table illustrates that without tax, the services required to maintain vital City functions would
not be covered by service fees and grants alone.

Proprietary-type funds

Proprietary-type funds are used to account for activities that have the characteristics of business
activities. Fund balances in these funds are similar to retained earnings in the private sector.
TABOR limits governmental grants and outside sources of funding to 10% of the total revenues
for an enterprise fund. TABOR is the commonly used acronym for the Taxpayers Bill of Rights,
which is an amendment to the Colorado Constitution known as Article X, Section 20.

The City’s only proprietary fund, the Water Fund reported $41,755,865 in net position at the end
0f 2022, down $324,387 from the prior year’s ending balance of $42,080,252. The decrease in
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net position is attributed to reduced water sales, increased administrative and operational
expenses off-set some by non-cash contributions of capital assets. The unreserved portion of net
position as of December 31, 2022 was $5,167,185, down from $5,732,496 as of December 31,
2021. The unreserved portion of net position is that amount that is currently not invested in
capital assets or held to cover liabilities (excluding bonds payable). All costs of the Water Fund
are supported by the fund itself.

Proprietary funds generally report services for which the City charges customers a fee. The
City’s Water Fund receives its revenue from water distribution services, capital improvement
fees, and trash collection services. Trash collections fees are passed through the Water Fund as
an expense and therefore do not create any additional revenue for the City. Capital improvement
fees are committed funds for the maintenance and construction of water system capital and
infrastructure, including bond payments.

The Water Fund maintained cash and cash equivalents at the end of the calendar year of
$5,353,468 a decrease of 8% from the prior year’s balance of $5,767,643. The cash and cash
equivalents value is the liquid resources available to maintain current operations and pay its
creditors. The Water Fund’s reserves decreased due to lower revenues and higher expenses in
2022 compared to the prior year. The major difference between 2021 and 2022 revenues was a
significant cash-in-lieu of water dedication payment received in 2021. Expenses for professional
services also increased significantly between the two comparable years not to mention the
addition of a new yearly water storage fee to Central Weld County Water District, the City’s
water treatment vendor. Other major changes are forthcoming in the City’s water enterprise.
Expansion of the City’s water portfolio and potential outside partnerships to increase usage
capabilities, plus infrastructure to improve capacity, distribution, and storage, are all being
considered to promote the growth that leadership and the community desire. Various engineers,
consultants and legal professionals are providing assistance with these developments. The goal
is to come up with a plan that is capable of meeting the timing of water demands that is also
financially realistic.

FUND ANALYSIS
Governmental Funds

The focus for the City’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unassigned fund balance may serve as a useful measure of
the City’s net resources available for ongoing service delivery requirements.

As of the end of the year, the City’s governmental funds reported a combined ending fund
balance of $15,596,131 up from the fund balance of $13,406,915 as of December 31, 2021. Of
that fund balance, $5,013,482 is unassigned and available for future needs. Non-spendable funds
include $1,940 held in deposit by a vendor for postage liability. Restricted fund balances are
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those whose purpose is specifically designated by law and include the Conservation Trust for
parks and open space of $73,448, money set aside to meet the TABOR emergency reserve
requirement of $675,000 and URAD funds of $23,626 restricted for debt service. The
committed fund balances are those that are earmarked by resolution, or ordinance as established
by the governing board; highway and street funds of $3,637,715, impact fees for roadways,
drainage, parks, and City facilities of $2,867,575, and $3,303,345 for capital assets and projects,
and subsequent year’s expenditures.

General Fund — The General Fund is the City’s primary operating fund. The General Fund
balance is $5,270,489, a 15% increase from the prior year fund balance of $4,599,516. The
ending unassigned fund balance of $4,593,649 represents the equivalent of 95% of annual
expenditures. Though lower than the prior year’s ratio of 114% this ratio is good and represents
stable General Fund reserves. In other words, if the general fund received no revenue in 2023,
the current reserves would support almost an entire year’s expenses.

Total tax revenue appropriated to the General Fund increased from 2021 levels by 43%.
Increased sales tax collections, and higher property taxes were the main contributors to this
increase.

Licensing and permit fees increased from 2021 levels as well; improving by 64%. The revenue
collected for encroachment license agreements made up 26% of all licensing and permit fees
collected during 2022. The ELA payments in 2022 totaled $119,792 in license revenue; this is
an ongoing stream of revenue with an indefinite expiration date. Excluding all ELA revenue,
licensing and permit revenue was $344,220, up from $164,243 in 2022 compared to 2021. There
were 66 new home permits pulled and paid in 2022 compared to 2 new homes in 2021. The
remainder of the revenue was from commercial applications, and other residential building
permits.

Court fines decreased in 2022 by 3% from the prior year but interest income increased 677%
from 2021.

General fund operating expenses increased by 20% overall, a difference of $820,127.

General government expenditures increased by $628,904 or 35%. This expense type includes
several departments including legislative, municipal court, community development,
administration, and information technology.

o Legislative Dept — Overhead expenses including postage, supplies, insurance
premiums, and utilities increased. The addition of an additional building to the City
complex was largely the reason for the overhead cost increases. Travel expenses
increased by and large due to the removal of COVID-19 restrictions imposed in 2020-
2021. Along the same lines, City events resumed, creating a significant jump in
related expenses from 2021 to 2022. The support of other non-profit organizations
also spiked in 2022 as public need also grew from the results of the pandemic.
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e Municipal Court Dept — Expenses declined with the separation of the office assistant;
the position was temporarily paused to restructure the police departments front office
responsibilities.

e Community Development Dept — Conversely, two new positions, the Senior Planner
and the Community Relations and Events Coordinator, were hired in this department
creating a rise in personnel costs. Growth in new development created an increase to
outsourced expenses; specifically, the building inspector, which is a contracted vendor.
The marketing/design budget also grew significantly.

e Administrative Depts — Expenses dropped in the administrative and City Manager
departments because the Assistant City Manager position was laid off and removed
from the organization.

e Information Technology — Expenses related to monthly network maintenance, annual
software renewals, new computer purchases, and updates to the website all increased
overall IT expenses.

Public Safety expenditures increased by $186,147 or 8%. This increase is mainly due to
increased personnel costs, higher professional service fees and communications fees.
Professional services include everything from attorney fees to transcription and interpretation
services, victims’ assistance, to EMC and EOC support services. Communication fees are
primarily paid to Weld County dispatch who responds to almost all calls to the police and code
enforcement.

Parks and recreation expenditures increased $5,076 or 6%. Lower personnel costs in 2022 were
offset by the higher cost of irrigation water and tree replacement at the trail.

Street Fund - This fund is used primarily to track revenue and expenses directly related to the
building, repair and maintenance of the streets and sidewalks within the City limits. Tax revenue
is the main source of revenue of the Street Fund. Dacono voters approved a tax increase in 2005
for the issuance of GO bonds for a street improvement project which were refunded in 2014.
Also, the Street Fund receives 45% of all sales and use tax generated by the City. The fund also
receives 100% of the highway user’s tax supplied by CDOT and road and bridge fees paid
through vehicle registrations. In 2022 Street Fund revenue increased $496,439; 29% over 2021
revenue. Increases in sales tax and interest income were responsible for the increase. In 2022,
Street Fund operating costs decreased $21,156 or 2%. Lower personnel costs, and street
maintenance costs exceeded the increase in overhead costs resulting in the decrease of expenses
overall. The ending fund balance of the Street Fund is $3,637,715, an increase of $942,796 or
35% from the prior year fund balance of $2,694,919.

Capital Fund — This fund is used exclusively for purchasing capital assets. The main revenue
source for this fund is sales and use tax; 10% of all sales and use tax collections have been
committed to this fund by Council resolution. Additional funds are transferred in from other
governmental funds depending on the primary classification of the asset being purchased. In
2020, the City utilized a financing mechanism known as certificates of participation to finance
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the construction of a new annex building and to remodel the City Hall and existing Police
Department buildings as well. The funds were received in 2020 and most of the construction
took place in 2021, however, the project did not reach completion until 2022. $6.3 million in
long term debt proceeds were received for this project and will be paid back over a 20-year term
in a similar manner as a bond.

Another COP financing took place in 2021, the proceeds of which were used to purchase
vacant land. This $5 million purchase was a strategic move to secure a large, centrally located
acreage for the future buildout of a City Center while the land was available and interest rates
still low. The General Fund is obligated to the payment terms of both COP financings through
general revenue and will transfer necessary funds to the Capital Fund as payments come due.

Other General Fund supported capital expenses included a new copier/printer for City
Hall, a new network server, an e-ticketing program for police citations, new tasers, a yearly
payment for previously purchased body cameras, a down payment for in-car cameras, and a
down payment for vehicle equipment to be installed on a new Tahoe, delivered in 2023. In total,
the General fund transferred $662,719 to support capital expenses and debt service related to
general government services.

The Street Fund also transferred revenue to the Capital Fund to support Public Works
capital expenses including a pressure washer, a utility task vehicle (UTV), a down payment for a
plow installed on a leased truck, and engineering costs for paving Glen Heather, which will be
completed in 2023. The transfer from the Street Fund totaled $77,708. The fund balance at year
end was $294,554, down $584,237 or 67% from the prior year fund balance of $878,791.

Impact Fee Fund — This fund is a special revenue fund created to pay for amenities required for
future growth and expansion. There are four designated accounts in this fund; arterial roads,
drainage, parks, and City facilities. Impact fees are a requirement of new development to cover
the cost of necessary infrastructure and amenities to support additional growth. Developers are
offered a credit on certain impact fees if improvements required by service agreements are paid
directly by the developer. Those credits typically cover arterial road impact fees. In 2022,
$338,266 in impact fees were received for parks and city facilities. There were no expenses in
2022. The ending fund balance is $2,867,575, an increase of 16% from the 2021 fund balance of
$2,482,213.

Conservation Trust Fund — This fund is a restricted fund with the main revenue source being
lottery ticket sales from the state of Colorado. The proceed received were $40,543. The funds
are to be spent on building, restoring, and maintaining parks and open space within the City
limits. In 2022, the City used a portion of these funds to purchase a new tractor mower and
perform geotechnical evaluation of the ground at the location of the flagpole in Centennial Park.
The ending balance in this fund is $73,448 down 30% from 2021’s balance of $95,103.

Dacono Urban Renewal Authority — This special district is a component unit of the City of
Dacono and maintains autonomy from the financial reporting of the City. Even though the
URAD maintains a separate accounting of its finances it is added into the City’s audit and treated
as a component unit in governmental funds. In 2022, URAD collected $13,508,780 in tax
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increment funding, $55,747 in royalty payments and $109,815 interest and miscellaneous
revenue. URAD has intergovernmental agreements with all the taxing districts in the service
area to refund some, all, or none of the tax increment revenue paid by each district. In total, the
URAD incurred operating costs of $5,506,065. The URAD had an ending fund balance of
$3,452,350 up 30% from the prior year’s balance of $2,656,373.

Proprietary Funds

As previously explained, proprietary funds are established as a business-type activity, therefore
are accounted for much like a privately held business and net position is essentially retained
earnings. The City of Dacono maintains only one proprietary fund.

Water Fund — This fund is responsible for maintaining the entire water system utilizing
customer fees as the main source of revenue. Total water revenue for 2022 was $2,541,116. In
comparison, expenses for the year were $3,105,970, resulting in a net loss of $564,854 on a
budgetary basis. Water distribution and storage costs increased in 2022. Central Weld County
Water District increased the cost of water for the 2022-2023 water year by 36% and will increase
in each of the next three years to a total increase of 63% overall. The city leased storage in Dry
Creek reservoir to hold the 500-acre feet of Windy Gap water as reserves; the initial cost in year
one was $75,000 and will increase over the next two years. Operational costs for participation in
NISP increased to $593,750 in 2022. Professional services costs increased as well, to account
for multiple water project plans in the exploration and design phase. Capital purchases included
partial cost of the pressure washer and plow equipment for leased truck plus some early
engineering costs of an upcoming water line replacement on Glen Dale Circle in 2023. Donated
Capital assets of $390,730 in improvements for Autumn Valley Ranch’s water infrastructure
increased total capital assets as well.

The unreserved net position in the Water Fund at the end of 2022 is $5,167,185, a 10% decrease
from the prior year’s unreserved net position of $5,732,496.

BUDGETARY HIGHLIGHTS

Council approved one amendment for the 2022 budget which accomplished several goals:
e Updated the beginning funds balances to the prior year audited financial statements.
e Modified revenues to adjust for increases to various taxes, interest income, and
intergovernmental funding.
e Updated expenses in water fund due to unforeseen changes in the water fund, capital fund
and conservation trust fund.
e Adjusted appropriations between the capital fund, conservation trust fund and the water
fund for capital asset and project reclassification, additions, and movement to 2023.
Even with the modifications to the budget, the variance between the amended budgets to actual
receipts improved by $141,467. The expense variance between the amended budget and the
actual expenses incurred was a savings of $1,000,598 (excluding the URAD).
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The City’s investment in capital assets as of December 31, 2022 amounts to $30,897,357 for
governmental activities and $36,948,951 for business-type activities (net of accumulated
depreciation). This investment in capital assets consists of land, buildings, water rights, water
system, improvements/infrastructure, and vehicles/equipment. The summary of this investment
is in Note 4 to the financial statements and additions to capital were addressed in the Fund
Analysis section of this document.

Long-term Debt

As of December 31, 2022, the City’s long-term debt consisted of $619,702 in general obligation
bonds, $532,763 in water revenue bonds, $10,476,594 in certificates of participation,
$10,864,000 in tax increment financing bonds and $197,110 in accrued compensated employee
absences (earned paid time off). The detail of Long-term debt is in Note 5 to the financial
statements.

ECONOMIC CONDITIONS AFFECTING THE CITY

e Open active positions in the work force stands at 7 positions as of the date of this report.
1. City Manager

Sergeant

2 Police officers

Maintenance Worker

Accounting Technician

6. Assistant to the Finance Director

e In 2022 inflation rose 8.01% compared to 3.54% in 2021. In 2023, the inflation rate is
expected to dissipate slowly but remains higher than the Fed’s target rate and this may
continue through 2024. Colorado legislature predicts the 2023 inflation rate to settle in at
about 4.4% and slowly decline in 2024 to 3.2%.

e Growth continues to trend downward in 2023 but is forecasted to return to a modest pace
in 2024 and 2025 as inflation rates subside and wages improve. This could be an overly
optimistic expectations considering high interest rates have softened the housing market
and weakened investment and business activity.

e Even in the weakened economic climate the call for a recession has quieted but remains a
possibility in the near term.

el
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The Economic indicators are reflected in the modest increases to overall General Fund revenue
in preparing the 2023 budget. The largest impact on revenues for 2023 are expected to be
property taxes and possibly sales tax. Total funds available for appropriation are just over $11
million, 10% above the 2022 final budget amendment. The additional funds will be used to
cover inflationary increases to overall operating costs and debt service requirements.

General Fund budget expenditures are expected to rise 28% to $6.6 million. The major sources
of the increase are personnel costs across all departments, contracted professional services, and
increases to the costs of free services, events and outreach programs offered to various segments
of the community.

Residential growth- High interest rates and slow market absorption impacted residential
development in 2022. While the City approved several projects, developers have requested time
extensions due to market conditions. These trends are expected to impact the 2023 budget and
continue into 2024 as well. The result is fewer anticipated new home permits in those effected
years.

Not only is the current housing market a factor but the cost, and availability of water and sewer
infrastructure have historically, and continue to be a significant obstacle to growth in the City. A
large percentage of Dacono’s plan area is devoid of the infrastructure necessary for mass
development. Finding affordable resolution to the City’s infrastructure issue is crucial to enable
development to continue.

The City's cash-in-lieu program remains active through a Water Rights Dedication Assistance
Policy adopted by Resolution 18-106. This Resolution allows the City to sell water at market-
rate via cash-in-lieu. Cash-in-lieu water provides certainty to the development process instead of
developers having to source water shares.

Business growth — Commercial and industrial development remained slow in 2022. There were
no new commercial building permit applications in 2022. The applications the City received
were for existing businesses making modifications or expanding their current footprint.
Approximately 4-square miles of Dacono is part of the Federal Opportunity Zone. The
Opportunity Zones incentive is a new community investment tool established by Congress in the
Tax Cuts and Jobs Act of 2017 to encourage long-term investments in low-income urban and
rural communities nationwide. The City is proactively marketing this program through
international publications, trade show journals, and creating a community prospectus.
Additionally, in 2019 development of the ChooseDacono.com economic development
website further supported the City of Dacono's business recruitment and retention efforts. The
City continues to partner with Upstate Colorado for the State of Colorado-Weld County
Enterprise Zone administration. The Enterprise Zone provides state income tax credits to
encourage businesses to locate/expand in designated areas of the state.
Urban Renewal Authority - In 2019, the Urban Renewal Authority of Dacono adopted the
Dacono II Urban Renewal Plan. The Dacono II Plan includes 19 legal parcels comprising
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approximately 1,278 acres, as well as adjacent rights-of-way. Dacono II Urban Renewal Plan
intends to provide incremental revenues to facilitate investment and reinvestment in the plan
area. The principal objective of the Plan is to use available resources to eliminate and prevent
the development or spread of blight, and to encourage needed rehabilitation of improvements
within designated locations.

Oil and Gas — As oil and gas facilities approved in 2018 entered the production phase, the
URAD and the City of Dacono benefitted from significant increases in property tax in 2022 and
that trend will continue in 2023.

REQUESTS FOR INFORMATION

The financial report is designed to provide a general overview of the City’s finances for all those
with an interest in the City. Questions concerning any of the information provided in this report
or requests for additional information should be addressed to:

City of Dacono
Attn: Kelly Stroh
512 Cherry Ave, Bldg A
P. 0. Box 186
Dacono, CO 80514
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CITY OF DACONO, COLORADO

STATEMENT OF NET POSITION
As of December 31, 2022

BUSINESS
GOVERNMENTAL TYPE TOTAL
ACTIVITIES ACTIVITIES 2022 2021
ASSETS
Cash and Investments $ 12,869,969 $ 1,929,014 $ 14,798,983 $ 12,019,544
Restricted Cash and Investments 5,284,593 3,424,454 8,709,047 9,520,765
Receivables
Property Taxes 31,921,672 - 31,921,672 16,318,089
Sales and Other 404,743 - 404,743 409,771
Accounts - 258,465 258,465 289,987
Deposits 1,940 - 1,940 1,940
Prepaid Expenses - 40,060 40,060 57,592
Net Pension Asset 744,367 - 744,367 301,649
Capital Assets, Not Depreciated 8,230,546 28,128,294 36,358,840 41,854,322
Capital Assets, Depreciated
Net of Accumulated Depreciation 22,666,811 8,820,657 31,487,468 25,300,133
TOTAL ASSETS 82,124,641 42,600,944 124,725,585 106,073,792
DEFERRED OUTFLOWS OF RESOURCES
Deferred Loss on Refunding 34,250 - 34,250 45,666
Related to SWDB Pension 396,376 - 396,376 486,567
TOTAL DEFERRED OUTFLOWS OF RESOURCES 430,626 - 430,626 532,233
LIABILITIES
Accounts Payable 191,442 211,429 402,871 949,168
Accrued Salaries and Benefits 10,476 4,825 15,301 17,675
Due to Other Governments 50,834 - 50,834 -
Accrued Interest 99,917 1,188 101,105 1,234,969
Accrued Compensated Absences 197,110 34,186 231,296 239,834
Unearned Revenues 1,612,621 51,688 1,664,309 884,533
Developer Escrow 974,379 - 974,379 974,379
Deposits 125,362 9,000 134,362 126,418
Noncurrent Liabilities
Net Pension Liability - - - -
Due within One Year 594,601 172,492 767,093 755,984
Due in More Than One Year 21,365,695 360,271 21,725,966 27,746,409
TOTAL LIABILITIES 25,222 437 845,079 26,067,516 32,929,369
DEFERRED INFLOWS OF RESOURCES
Deferred Property Tax Revenues 31,921,672 - 31,921,672 16,318,089
Related to SWDB Pension 569,734 - 569,734 377,565
TOTAL DEFERRED INFLOWS OF RESOURCES 32,491,406 - 32,491,406 16,695,654
NET POSITION
Investment in Capital Assets 8,902,811 36,588,680 45,491,491 38,778,432
Restricted for Emergencies 675,000 - 675,000 202,100
Restricted for Parks and Rectreation 73,448 - 73,448 95,103
Unrestricted 15,190,165 5,167,185 20,357,350 17,905,367
TOTAL NET POSITION $ 24,841,424 $ 41,755,865 $ 66,597,289 $ 56,981,002

The accompanying notes are an integral part of the financial statements.
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FUNCTIONS/PROGRAMS
PRIMARY GOVERNMENT
Governmental Activities

General Government

Public Safety

Public Works

Parks and Recreation
Interest on Long-Term Debt

Total Governmental Activities
Business-Type Activities
Water
Interest on Long-Term Debt

Total Business-Type Activities

Total Primary Government

CITY OF DACONO, COLORADO

STATEMENT OF ACTIVITIES
Year Ended December 31, 2022

PROGRAM REVENUES
OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND

EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS

$ 7,921,607 $ 802,278 $ 257,024 $ -
1,650,190 54,979 9,440 -

1,890,688 5,000 - 363,664

101,520 - - 40,543
1,310,884 - - -

12,874,889 862,257 266,464 404,207

3,240,592 2,412,783 - 390,732
15,643 - - -

3,256,235 2,412,783 - 390,732

$ 16,131,124 $ 3,275,040 $ 266,464 $ 794,939

GENERAL REVENUES

Sales and Use Taxes
Property Taxes
Franchise Taxes
Other Taxes
Interest
Other
Dedications of Capital Assets

TOTAL GENERAL REVENUES
CHANGE IN NET ASSETS
NET POSITION, Beginning

NET POSITION, Ending

The accompanying notes are an integral part of the financial statements.
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NET (EXPENSE) REVENUE AND

CHANGE IN NET ASSETS
GOVERNMENTAL BUSINESS-TYPE TOTAL

ACTIVITIES ACTIVITIES 2022 2021

$ (6,862,305 - $ (6,862,305 $  (1,777,936)

(1,585,771) - (1,585,771) (2,213,183)

(1,522,024) - (1,522,024) (1,368,460)

(60,977) - (60,977) (117,361)

(1,310,884) - (1,310,884) (1,385,588)

(11,341,961) - (11,341,961) (6,862,528)

- (437,077) (437,077) 13,252,931

- (15,643) (15,643) (20,099)

- (452,720) (452,720) 13,232,832

(11,341,961) (452,720) (11,794,681) 6,370,304

3,385,973 - 3,385,973 2,553,044

16,633,593 - 16,633,593 2,993,105

234,134 - 234,134 229,739

260,907 - 260,907 110,663

339,297 81,940 421,237 25,217

428,731 46,393 475,124 1,245,852

] _ - (13,500,000)

21,282,635 128,333 21,410,968 (6,342,380)

9,940,674 (324,387) 9,616,287 27,924

14,900,750 42,080,252 56,981,002 56,953,078

§ 24841424 $ 41755865 $ 66,597,289  $ 56,981,002




CITY OF DACONO, COLORADO

BALANCE SHEET
GOVERNMENTAL FUNDS
As of December 31, 2022

IMPACT
GENERAL STREET FEE
FUND FUND FUND
ASSETS
Cash and Investments $ 7,453,938 $ 3,519,691 $ -
Restricted Cash and Investments 417,126 - 2,867,575
Taxes Receivable 3,215,610 215,633 -
Accounts Receivable 234,694 139,607 -
Deposits 1,940 - -
TOTAL ASSETS $ 11,323,308 $ 3,874,931 $ 2,867,575
LIABILITIES, DEFERRED INFLOWS AND FUND EQUITY
LIABILITIES
Accounts Payable $ 114,301 $ 21,653 $ -
Accrued Salaries and Benefits 10,546 (70) -
Due to Other Governments - - -
Unearned Revenues 1,612,621 - -
Deposits 125,362 - -
Developer Escrow 974,379 - -
TOTAL LIABILITIES 2,837,209 21,583 -
DEFERRED INFLOWS OF RESOURCES
Deferred Property Tax Revenues 3,215,610 215,633 -
FUND EQUITY
Fund Balance
Nonspendable 1,940 - -
Restricted for Emergencies 675,000 - -
Restricted for Parks and Recreation - - -
Restricted for Debt Service - - -
Restricted for Capital Improvement Projects - - -
Committed for Highway and Streets - 3,637,715 -
Committed for Roadways, Drainage, Parks, and Facilities - - 2,867,575
Committed for Capital Projects and Equipment - - -
Committed for Subsequent Yeat's Expenditures - - -
Unassigned 4,593,549 - -
TOTAL FUND BALANCE 5,270,489 3,637,715 2,867,575
TOTAL LIABILITIES, DEFERRED INFLOWS and
FUND BALANCE $ 11,323,308 $ 3,874,931 $ 2,867,575

Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and therefore, are not reported in the funds.

Long-term liabilities and related assets are not due and payable in the current period and are not reported in the funds.
These include bonds payable ($21,960,2906), deferred loss on refunding $34,250, accrued interest
payable ($99,917), accrued compensated absences ($197,110), net pension asset of $744,367,
deferred outflows related to pensions $400,666, and deferred inflows related to pensions ($574,024).

Net position of governmental activities

The accompanying notes are an integral part of the financial statements.

3



NONMAJOR TOTAL

URBAN CAPITAL  CONSERVATION GOVERNMENTAL
RENEWAL  EQUIPMENT TRUST FUNDS
AUTHORITY FUND FUND 2022 2021
$ 1,593,167 § 229725 § 73448 $ 12869969  $ 9,805,224

1,919,302 80,590 - 5,284,593 5,967,442

28,490,429 - - 31,921,672 16,318,089

- 30,442 - 404,743 409,771

- - - 1,940 1,940

$ 32,002,808 $ 340,757 $ 73,448 $ 50482917  $ 32,502,466

$ 9,285 $ 46203 $ - $ 191442 $ 806,429

- - - 10,476 13,891

50,834 - - 50,834 -

: : : 1,612,621 875,345

: : : 125,362 107,418

- - - 974,379 974,379

60,119 46,203 - 2,965,114 2,777,462

28,490,429 - - 31,921,672 16,318,089

- - - 1,940 1,940

- - - 675,000 202,100

- - 73,448 73,448 95,103

23,626 : : 23,626 11,027

: : : : 1,887,670

- - - 3,637,715 2,694,919

- - - 2,867,575 2,482,213

1,895,676 294,554 - 2,190,230 1,413,558
1,113,115 : : 1,113,115

419,933 - - 5,013,482 4,618,385

3,452,350 294,554 73,448 15,596,131 13,406,915
$ 32,002,808 $ 340,757 $ 73,448

30,897,357 30,273,936
(21,652,064) (28,780,101)

§ 24,841,424 $ 14,900,750




CITY OF DACONO, COLORADO

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
Year Ended December 31, 2022

IMPACT
GENERAL STREET FEE
FUND FUND FUND
REVENUES
Taxes $ 4,898,081 $ 1,963,612 $ -
Impact Fees - - 338,266
Licenses and Permits 464,012 174,195 -
Royalties 87,965 - -
Intergovernmental 216,464 - -
Court 54,979 - -
Interest 131,177 46,688 47,096
Miscellaneous 334,369 625 -
TOTAL REVENUES 6,187,047 2,185,120 385,362
EXPENDITURES
General Government 2,419,115 - -
Public Safety 2,347,303 - -
Public Works - 944,465 -
Parks and Recreation 86,937 - -
Bond Issue Costs - - -
Debt Service
Principal - 198,948 -
Interest - 21,203 -
Capital Outlay - - -
TOTAL EXPENDITURES 4,853,355 1,164,616 -
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 1,333,692 1,020,504 385,362
OTHER FINANCING SOURCES (USES)
Proceeds of Long-Term Debt - - -
Transfers In - 0 _
Transfers Out (662,719) (77,708) -
TOTAL OTHER FINANCING SOURCES (662,719) (77,708) -
NET CHANGE IN FUND BALANCES 670,973 942,796 385,362
FUND BALANCES, Beginning 4,599,516 2,694,919 2,482,213
FUND BALANCES, Ending $ 5,270,489 $ 3,637,715 $ 2,867,575

The accompanying notes are an integral part of the financial statements.
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NONMAJOR TOTAL
URBAN CAPITAL  CONSERVATION GOVERNMENTAL
RENEWAL  EQUIPMENT TRUST FUNDS
AUTHORITY FUND FUND 2022 2021
$ 13508780 $ 338603 $ - $ 20,709,076 $ 5,886,552
- - - 338,266 18,210
- - - 638,207 293,355
55,747 - - 143,712 44,135
- - 40,543 257,007 456,822
- - - 54,979 56,503
109,790 4,510 36 339,297 22,152
25 - - 335,019 408,844
13,674,342 343,113 40,579 22,815,563 7,186,573
5,506,065 - - 7,925,180 2,132,264
- - - 2,347,303 2,161,156
] ; ; 944,465 965,621
- - - 86,937 87,023
- - - : 169,705
5,179,000 385,000 - 5,762,948 489,764
2,171,804 322,608 - 2,515,615 220,869
21,496 960,169 62,234 1,043,899 10,598,663
12,878,365 1,667,777 62,234 20,626,347 16,825,065
795,977 (1,324,664) (21,655) 2,189,216 (9,638,492)
] _ ; ; 4,706,158
] 740,427 - 740,427 864,940
- - - (740,427) (864,940)
- 740,427 - - 4,706,158
795,977 (584,237) (21,655) 2,189,216 (4,932,334)
2,656,373 878,791 95,103 13,406,915 18,339,249
§ 3452350 $ 294554  $ 73448 $ 15596,131  $ 13,406,915




CITY OF DACONO, COLORADO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2022

Amounts Reported for Governmental Activities in the Statement of Activities
are Different Because:

Net Changes in Fund Balances - Total Governmental Funds $ 2,189,216

Governmental funds report capital outlays as expenditures. However, in the statement of activities,
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay $2,034,878 exceeded depreciation expense
($1,411,457). 623,421

Repayment of long-term debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net position. These include bond payments of $5,823,739
change in accrued interest payable $1,143,940 6,967,679

Deferred Charges related to pension are not recognized in the governmental funds. However,
for the government-wide funds that amount is capitalized and amortized. 160,358

Change in Net Assets of Governmental Activities $ 9,940,674

The accompanying notes are an integral part of the financial statements.
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CITY OF DACONO, COLORADO

STATEMENT OF NET POSITION
PROPRIETARY FUND TYPE
As of December 31, 2022

ASSETS

Current Assets
Cash and Investments
Restricted Cash and Investments
Accounts Receivable
Prepaid Expenses

Total Current Assets

Noncurrent Assets
Capital Assets, net of accumulated depreciation

Total Noncurrent Assets
TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Salaries and Benefits
Unearned Revenues
Accrued Interest Payable
Current Portion of Bonds Payable

Total Current Liabilities
Noncurrent Liabilities
Deposits
Accrued Compensated Absences
Bonds Payable
Total Noncurrent Liabilities

TOTAL LIABILITIES

NET POSITION
Investment in Capital Assets
Unreserved

TOTAL NET POSITION

2022 2021
1,929,014  $ 2,214,320
3,424,454 3,553,323

258,465 289,987
40,060 57,592
5,651,993 6,115,222

36,948,951 36,880,519

36,948,951 36,880,519

42,600,944 42,995,741

211,429 142,739
4,825 3,784
51,688 9,188
1,188 1,572
172,492 172,036
441,622 329,319
9,000 19,000
34,186 34,407
360,271 532,763
403,457 586,170
845,079 915,489

36,588,680 36,347,756
5,167,185 5,732,496

41,755,865  $ 42,080,252

The accompanying notes are an integral part of the financial statements.
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CITY OF DACONO, COLORADO

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
PROPRIETARY FUND TYPE
Year Ended December 31, 2022

2022 2021
OPERATING REVENUES
Water Sales $ 2,116,451 $ 2,003,650
Trash Charges 296,332 287,451
Miscellaneous Income 46,393 784,765
TOTAL OPERATING REVENUES 2,459,176 3,075,866
OPERATING EXPENSES
Water Distribution and Trash Collection 1,762,000 635,897
General and Administrative 1,132,586 1,614,550
Depreciation and Amortization 346,006 337,500
TOTAL OPERATING EXPENSES 3,240,592 2,587,947
OPERATING INCOME (781,4106) 487,919
NON-OPERATING REVENUES (EXPENSES)
Interest Income 81,940 2,370
Interest Expense (15,643) (20,099)
TOTAL NON-OPERATING REVENUES (EXPENSES) 66,297 (17,729)
INCOME BEFORE CAPITAL CONTRIBUTIONS (715,119) 470,190
Capital Contributions 390,732 13,549,777
NET INCOME (324,387) 14,019,967
NET POSITION, Beginning 42,080,252 28,060,285
NET POSITION, Ending $ 41,755,865 $ 42,080,252

The accompanying notes are an integral part of the financial statements.
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CITY OF DACONO, COLORADO

STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
Year Ended December 31, 2022
Increase (Decrease) in Cash and Cash Equivalents

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers $ 2,490,698 $ 3,093,075
Cash Paid to Suppliers (2,307,269) (1,834,651)
Cash Paid to Employees (457,775) (466,530)
Net Cash Provided by Operating Activities (274,3406) 791,894
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets (414,438) (375,252)
Bond Payments (172,036) (166,231)
Interest Payments (16,027) (20,407)
Capital Contributions 390,732 49,777
Deposits from Customers (10,000) 7,500
Net Cash Used by Capital and Related
Financing Activities (221,769) (504,613)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Received 81,940 2,370
Net Cash Provided by Investing Activities 81,940 2,370
Net Increase (Decrease) in Cash and Cash Equivalents (414,175) 289,651
CASH AND CASH EQUIVALENTS, Beginning 5,767,643 5,477,992
CASH AND CASH EQUIVALENTS, Ending $ 5,353,468 $ 5,767,643
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income $ (781416) $ 487,919
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities
Depreciation and Amortization 346,006 337,500
Changes in Assets and Liabilities
Accounts Receivable 31,522 15,209
Inventory 17,532 (57,592)
Accounts Payable 68,690 15,538
Accrued Salaries and Benefits 1,041 151
Accrued Compensated Absences (221) (8,831)
Deferred Revenues 42,500 2,000
Total Adjustments 507,070 303,975
Net Cash Provided by Operating Activities $  (274346) $ 791,894

The accompanying notes are an integral part of the financial statements.
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NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Dacono, Colorado was formed in 1908, and became a home rule city in 1994.
The City is governed by a Mayor and six-member council elected by the residents.

The accounting policies of the City of Dacono, Colorado (the “City”) conform to generally
accepted accounting principles as applicable to governments. Following is a summary of
the more significant policies.

Reporting Entity

In accordance with governmental accounting standards, the City of Dacono has considered
the possibility of inclusion of additional entities in its basic financial statements.

The definition of the reporting entity is based primarily on financial accountability. The City
is financially accountable for organizations that make up its legal entity. It is also financially
accountable for legally separate organizations if City officials appoint a voting majority of
the organization’s governing body and either it is able to impose its will on that organization
or there is a potential for the organization to provide specific financial benefits to, or to
impose specific financial burdens on, the City. The City may also be financially accountable
for governmental organizations that are fiscally dependent upon it.

Based upon the application of these criteria, the following organization is included in the
City’s reporting entity.

Urban Renewal Authority of Dacono

The Economic Development Authority was established in June 2016 and an agreement was
entered into between the City and Authority for administrative services. In June 2022, a
resolution was passed to change the name of the organization to the Urban Renewal
Authority of Dacono (the “Authority). The Authority intends to provide financial assistance
and deliver public improvements on as shown to be necessary, in partnership with property
owners and other affected parties, in order to accomplish the objectives stated in the Dacono
Area Urban Renewal Plan. The activity of the Authority is blended into the City’s financial
statements as a special revenue fund. Separate audited financial statements for the Authority
may be obtained from the City.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of Net Position and the
statement of activities) report information on all of the nonfiduciary activities of the City.
For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent
on fees and charges for support.



NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of the given
function or segments are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment.

Program revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment and 2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not propetly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds are reported as separate columns in the fund financial
statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
Sfocus and the accrnal basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded when the liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of acconnting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they
are collected within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the City considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period.

Property taxes, specific ownership taxes, grants, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the City.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.

However, debt service expenditures, as well as expenditures related to compensated
absences, are recorded only when payment is due.
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NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

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.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this

definition are reported as non-operating revenues and expenses.

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

In the fund financial statements, the City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial
resources of the City, except those required to be accounted for in another fund.

The Street Fund accounts for allocated sales tax revenues which by City Ordinance
must be used for Public Works projects.

The Impact Fee Fund accounts for impact fee revenues from developers which by City
Ordinance must be used for specific purposes.

The Urban Renewal Authority Fund is a blended component unit and is reported as a
special revenue fund of the City. It reports the activities of the Authority.

The Capital Equipment Fund accounts for revenues and expenditures which may only
be used to purchase capital assets.

The City reports the following major proprietary fund:

The Water Fund accounts for the financial activities associated with the provision of
water services.

Cash and Investments

Cash equivalents include investments with original maturities of three months or less.
Investments are recorded at fair value.

11



NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets

Capital assets, which include property and equipment, are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of one year. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at acquisition 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 assets’ lives are not capitalized.

Property and equipment of the City is depreciated using the straight-line method over the
following estimated useful lives:

Buildings 20 - 50 years
Water Tower 40 years
Water System 10 - 50 years
Machinery and Equipment 5-10 years
Vehicles 5 - 10 years
Infrastructure 10 - 30 years

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position and balance sheets 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
and fund balance that applies to a future period(s) and so will not be recognized as an
outflow of resoutces (expense/expenditure) until then.

In addition to the liabilities, the statement of financial position and balance sheets 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 and fund balance that applies to a futures period(s) and so will not be recognized
as an inflow of resources (revenue) until that time.

Unearned Revenues

Unearned revenues include grant or other funds that have been collected but the
corresponding expenditures have not been incurred.
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NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences

Employees of the City are allowed to accumulate a maximum of paid time off ranging from
352 to 512 hours depending on the employees’ years of service. Upon termination of
employment from the City, an employee will be compensated for accrued time off for the
first 80 to 160 hours, depending on the employees’ years of service. Remaining hours
accrued above the limits will be paid at a ratio of one hour for every two hours accrued.
Accrued time off is paid at the employee’s current pay rate.

These compensated absences are recognized as current salary costs when earned in the
proprietary fund types and when due in the governmental fund types. A liability has been
recorded in the government-wide financial statements for the accrued compensated
absences.

Long-Term Obligations

In the government-wide financial statements, and proprietary fund type in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of Net Position. Bond premiums and discounts are deferred and amortized over
the life of the bonds using the straight-line method.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Net Position

The government-wide and business-type fund financial statements utilize a net position
presentation. Net position is categorized as net investment in capital assets, restricted, and
unrestricted.

Net Investment in Capital Assets - is intended to reflect the portion of net position which
are associated with non-liquid, capital assets less outstanding capital asset related debt. The
net related debt is the debt less the outstanding liquid assets and any associated unamortized
cost.

Restricted Net Position - are liquid assets, which have third party limitations on their use.
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NOTE 1:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Unrestricted Net Position - represents assets that do not have any third-party limitation on

their use. While City management may have categorized and segmented portion for various
purposes, the City Council has the unrestricted authority to revisit or alter these managerial
decisions.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications
that comprise a hierarchy that is based primarily on the extent to which the City is bound to
honor constraints on the specific purposes for which amounts in the respective
governmental funds can be spent. The classifications used in the governmental fund
financial statements are as follows:

Nonspendable — amounts that cannot be spent because they are either not in a
spendable form (such as inventories, deposits, and prepaid amounts) or are legally
or contractually required to be maintained intact. The City has classified deposits
paid as nonspendable as of December 31, 2022.

Restricted — This classification includes amounts for which constraints have been
placed on the use of the resources either (a) externally imposed by creditors (such as
through a debt covenant), grantors, contributors, or laws or regulations of other
governments, or (b) imposed by law through constitutional provisions or enabling
legislation. The City has classified Emergency Reserves as being restricted because
their use is restricted by State Statute for declared emergencies. The City has also
restricted the fund balance of the Conservation Trust because their use is restricted
by the State for parks and recreation. The Authority has classified a portion of its
fund balance as being restricted as their used is restricted by bondholders.

Committed — This classification includes amounts that can be used only for specific
purposes pursuant to constraints imposed by formal action of the Board of
Directors. These amounts cannot be used for any other purpose unless the Board
of Directors removes or changes the specified use by taking the same type of action
(ordinance or resolution) that was employed when the funds were initially
committed. This classification also includes contractual obligations to the extent that
existing resources have been specifically committed for use in satisfying those
contractual requirements. The City has classified fund balances in the Street Fund,
Impact Fee Fund, and URA Fund, and Capital Equipment Fund as committed
because revenues are committed by ordinance.
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NOTE 1:

NOTE 2:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance Classification (continued)

» Unassigned — This classification includes the residual fund balance for the General
Fund. The Unassigned classification also includes negative residual fund balance of
any other governmental fund that cannot be eliminated by offsetting of Assigned
fund balance amounts.

The City would typically use Restricted fund balances first, followed by Committed
resources, and then Assigned resources, as appropriate opportunities arise, but reserves the
right to selectively spend Unassigned

Property Taxes

Property taxes are levied on November 1 and attach as an enforceable lien on property on
January 1. Taxes are payable in full on April 30 or in two installments on February 28 and
June 15. The County Treasurer’s office collects property taxes and remits to the City on a
monthly basis.

Since property tax revenues are collected in arrears during the succeeding year, a receivable
and corresponding deferred revenue are recorded at December 31. As the tax is collected
in the succeeding year, the deferred revenue is recognized as revenue and the receivable is
reduced.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgets and Budgetary Accounting

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

= In October, the City staff submits to the City Council a proposed operating budget
for the fiscal year commencing the following January 1. The operating budget
includes proposed expenditures and the means of financing them.

=  Public hearings are conducted to obtain taxpayer comments.

* Prior to December 31, the budget is legally enacted through passage of a

resolution.
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NOTE 2:

NOTE 3:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

Budgets and Budgetary Accounting

* The City Administration is authorized to transfer budgeted amounts between
departments within any fund. However, any revisions that alter the total
expenditures of any fund must be approved by the City Council.

* Budgets are legally adopted for all funds of the City. Budgets for the General and
Special Revenue Funds are adopted on a basis consistent with generally accepted
accounting principles (GAAP). The Budgetary comparison presented for the
Enterprise Fund is presented on a non-GAAP budgetary basis. Capital outlay and
debt payments are budgeted as expenditures.

* Budgeted amounts in the financial statements are as originally adopted or as

amended by the City Council. All appropriations lapse at year end. Colorado
governments may not exceed budgeted appropriations at the fund level.

DEPOSITS AND INVESTMENTS

A summary of deposits and investments as of December 31, 2022 follows:

Petty Cash $ 750
Cash Deposits 4,212,330
Investments 19,294 950

Total $ 23,508,030

Cash and investments are reported in the financial statements as follows:

Governmental Activities — Unrestricted $ 12,869,969
Governmental Activities — Restricted 5,284 593
Business-type Activities — Unrestricted 1,929,014
Business-type Activities — Restricted 3,424 454

Total $ 23,508,030
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NOTE 3:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

DEPOSITS AND INVESTMENTS (Continued)
Deposits

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. The Colorado Public Deposit Protection Act (PDPA) requires
that all units of local government deposit cash in eligible public depositories. Eligibility is
determined by state regulations. At December 31, 2022, State regulatory commissioners have
indicated that all financial institutions holding deposits for the City are eligible public
depositories. Amounts on deposit in excess of federal insurance levels must be collateralized
by eligible collateral as determined by the PDPA. PDPA allows the financial institution to
create a single collateral pool for all public funds held. 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.

The City has no policy regarding custodial credit risk for deposits.

At December 31, 2022, the City had deposits with financial institutions with a carrying
amount of $4,212,330. The bank balances with the financial institutions were $4,247,583.
Of these balances, $559,902 was covered by federal depository insurance and $3,867,681
was covered by collateral held by authorized escrow agents in the financial institutions name

(PDPA).
Investments

Interest Rate Risk

The City does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk

Colorado statutes specify in which instruments the units of local government may invest
which includes:

o Obligations of the United States and certain U.S. government agency securities
o General obligation and revenue bonds of U.S. local government entities

o Local government investment pools

e  Written repurchase agreements collateralized by certain authorized securities

o Certain money market funds

o Guaranteed investment contracts
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NOTE 3:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

DEPOSITS AND INVESTMENTS (Continued)

The above investments are authorized for all funds and fund types used by Colorado
municipalities.

Local Government Investment Pools

The City had invested $5,753,988 in the Colorado Surplus Asset Fund Trust CORE Fund
(“Colorado Core”) an investment vehicle established for local government entities in
Colorado pursuant to Title 24, Article 75, Part 7 of the Colorado Revised Statues, to pool
surplus funds for investment purposes. The State Securities Commissioner administers and
enforces the requirements of creating and operating the Pools. Colorado Core is an ultra-
short duration enhanced cash fund seeking to maintain a constant share price of $2.00 with
an emphasis placed on limiting the risk of negative fair market valuations while maintaining
high credit quality and adequate liquidity. The fund operates under GASB Statements 31
and 72 methodology for calculating fair market values and maintains a weighted average
maturity of 180 days or less and a weighted average life of 365 days or less.

Colorado Core is rated AAAf/S1 by Fitch Ratings. The designated custodial bank provides
safekeeping and depository services in connection with the direct investment and withdrawal
functions. Colorado Core investments primary included, highly rated commercial paper,
Colorado depositories in which the deposits are collateralized at 102% of market value under
the provisions of the Public Depository Protection Act, and other Colorado LGIP funds
inclusive of other funds offered by the Trust as allowed for by C.R.S 24-75-601.1(1)(@i).
Redemption requests must be made at least one day in advance and are limited to three per
month

The City had invested $13,540,962 in the Colorado Government Liquid Asset Trust
(ColoTrust) which has a credit rating of AAAm by Standard and Poor’s. ColoTrust is an
investment vehicle established for local government entities in Colorado to pool surplus
funds and is regulated by the State Securities Commissioner. It operates similarly to a money
market fund and each share is equal in value to $1.00. Investments consist of U.S. Treasury
and U.S. Agency securities, and repurchase agreements collateralized by U.S. Treasury and
U.S. Agency securities. A designated custodial bank provides safekeeping and depository
services in connection with the direct investment and withdrawal functions.

Substantially all securities owned are held by the Federal Reserve Bank in the account
maintained for the custodial bank. The custodian’s internal records identify the investments
owned by the entities.

ColoTrust is not a 2a7-like external investment pool. The unit of account is each share held,
and the value of the position would be the fair value of the pool’s share price multiplied by
the number of shares held. The government-investor does not “look through” the pool to
report a pro rata share of the pool’s investments, receivables, and payables.
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NOTE 3:

NOTE 4:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS

December 31, 2022

DEPOSITS AND INVESTMENTS (Continued)

Restricted Cash

Cash is restricted for the following purposes:

Arterial Roadway $ 1422357
Regional Drainage 290,176
Parks 989,520
City Facilities 240,998
2021 COPs — Bond Proceeds 497,102
URA 1,844,440
Water Tower and Related Expenditures 3,424,454
Total $ 8,709,047
CAPITAL ASSETS
Capital assets activity for the year ended December 31, 2022 is summarized below:
Balances Balances
12/31/2021 Additions Deletions 12/31/2022
Governmental Activities
Capital Assets, not depreciated
Land $ 7,551,902 $ - 3 - $ 7,551,902
Construction in Progtess 6,193,581 87,919 5,602,856 678,644
Total Capital Assets, not depreciated 13,745,483 87,919 5,602,856 8,230,546
Capital Assets, depreciated
Buildings 1,523,048 5,128,962 - 6,652,010
Machinery, Equipment, and Vehicles 2,607,099 1,364,483 62,592 3,908,990
Improvements/Infrastructute 23,705,240 1,063,511 - 24.768.751
Total Capital Assets, depreciated 27,835387 7,556,956 62,592 35,329,751
Less Accumulated Depreciation
Buildings 587,324 141,269 - 728,593
Machinery, Equipment, and Vehicles 1,597,405 363,127 55,451 1,905,081
Improvements/Infrastructute 9,122,205 907,061 - 10,029,266
Total Accumulated Depreciation 11,306,934 1,411,457 55,451 12,662,940
Total Capital Assets, depreciated, Net 16,528,453 6,145,499 7,141 22,666,811
Governmental Activities,
Capital Assets, Net $ 30,273,936 $ 6,233418 $ 5,609,997 $ 30,897,357
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NOTE 4:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

CAPITAL ASSETS (Continued)

Balances Balances
12/31/2021 Additions Deletions 12/31/2022
Business-Type Activities
Capital Assets, not depreciated
Water Rights $ 28,108,839 - 3 - § 28,108,839
Construction in Progress - 19,455 - 19,455
Total Capital Assets, not depreciated 28,108,839 19,455 - 28,128.294
Capital Assets, depreciated
Water Tower 1,507,400 - - 1,507,400
Water System 11,338,281 390,733 - 11,729,014
Buildings 228,341 - - 228,341
Machinery, Equipment, and Vehicles 289,497 4,250 19,000 274,747
Total Capital Assets, depreciated 13,363,519 394,983 19,000 13,739,502
Less: Accumulated Depreciation
Water Tower 1,243,916 37,685 - 1,281,601
Water System 3,025,982 293,379 - 3,319,361
Buildings 64,388 6,357 - 70,745
Machinery, Equipment, and Vehicles 257,553 8,585 19,000 247,138
Total Accumulated Depreciation 4,591,839 346,006 19,000 4918,845
Total Capital Assets, depreciated, Net 8,771,680 48,977 - 8,820,657
Business-Type Activities,
Capital Assets, Net $ 36,880,519 $ 68,432 $ - 3 36,948,951
Depreciation expense was charged to functions/programs of the City as follows:
Governmental Activities
General Government $ 180,756
Public Safety 218,247
Public Works 946,346
Parks and Recreation 66,108
Total $ 1,411,457
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NOTE 5:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

LONG-TERM DEBT

Governmental Activities

Following is a summary of long-term debt transactions for the governmental activities for the
year ended December 31, 2022.

Balance Balance Due In
12/31/2021 Additions Pavments 12/31/2022 One Year

2020 COPs $ 5,845,000 $ - $ 235000 $ 5,610,000 $ 240,000

2020 COPs Premium 384,786 - 37,055 347,731 -

2021 COPs 4,300,000 - 150,000 4,150,000 155,000

2021 COPs Premium 406,158 - 37,295 368,863 -

Debt from Direct Placements

General Obligation Bonds 818,650 - 198,948 619,702 199,601

2020 Series TIF Bonds 16,043,000 - 5,179,000 10,864,000 -

Other Obligations

Compensated Absences 205,427 - 8,317 197,110 -

Total $ 28,003,021 $ - $ 5,845,615 $22,157,406 $ 594,601

Accrued Compensated Absences are being paid from resources generated by the General
Fund.

2020 Certificates of Participation

In November 2020, the City issued $6,060,000 in Series 2021 Certificates of Participation for
the purpose of financing the acquisition, improvement and equipping of facilities to be used
as part of the City Hall complex and paying the costs of issuance of the Certificates. The
Certificates have been issued in connection with a lease of the City Hall complex and the
surrounding area from the City to UMB Bank N.A. Principal payments are due annually on
December 1 and interest payments are due semi-annually on June 1 and December 1, through
December 1, 2040. Interest accrues at rate of 3.00%.

Pursuant to the provisions of the lease, the Certificates shall be called for redemption if the
lease is terminated due to the occurrence of an Event of Nonappropriation or the occurrence
and continuation of an Event of Default under the Lease. The redemption price will be the
equal to the principal amount of the Certificates, plus accrued interest to the redemption
date.

21



NOTE 5:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

LONG-TERM DEBT (Continued)
Governmental Activities (Continued)
2020 Certificates of Participation (Continued)

The Certificates maturing on and after December 1, 2029 are subject to redemption prior to
their respective maturity dates, in whole or in part in integral multiples of $5,000, at a
redemption price equal to the principal amount of the Certificates, plus accrued interest to
the redemption date (without redemption premium), on December 1, 2028 and any date
thereafter, in the event of, and to the extent that moneys are actually received by the Trustee
from, the exercise by the City of its option to purchase the Leased Property.

2021 Certificates of Participation

In November 2021, the City issued $4,300,000 in Series 2021 Certificates of Participation for
the purpose of financing the acquisition, improvement and equipping of facilities to be used
as part of the City Hall complex and paying the costs of issuance of the Certificates. The
Certificates have been issued in connection with a lease of the City Hall complex and the
surrounding area from the City to UMB Bank N.A. Principal payments are due annually on

November 15 and interest payments are due semi-annually on May 15 and November 15,
through November 15, 2041. Interest accrues at rate of 4.00 and 3.00%.

Pursuant to the provisions of the lease, the Certificates shall be called for redemption if the
lease is terminated due to the occurrence of an Event of Nonappropriation or the occurrence
and continuation of an Event of Default under the Lease. The redemption price will be the
equal to the principal amount of the Certificates, plus accrued interest to the redemption
date.

The Certificates maturing in the years 2032 and thereafter are subject to redemption at the
option of the City on December 1, 2022 and any date thereafter at a redemption price of
100% of their principal amount, without redemption premium, plus accrued interest to the
date of redemption.
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NOTE 5:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

LONG-TERM DEBT (Continued)
Governmental Activities (Continued)
Debt from Direct Placements

2014 General Obligation Bonds

In June 2014, the City issued $1,943,579 in Series 2014 General Obligation Refunding Bonds
to advance refund $1,770,000 of the outstanding Series 2005A bonds. The Series 2014 bonds
are a private placement loan refunding. The net proceeds were deposited in an irrevocable
trust to provide for all future debt service on the refunded portion of the 2005A series bonds.
As a result, $1,770,000 of the Series 2005A bonds are considered defeased, and the City has
removed this portion of the liability. Principal payments are due annually on December 1 and
interest payments are due semi-annually on June 1 and December 1, through December 1,
2025. Interest accrues at rate of 2.59%.

The Bonds are subject to redemption prior to maturity, at the option of the City, as a whole
or in integral multiples of $100,000, in any order of maturity and in whole or partial
maturities, on June 1, 2019, or on any date thereafter at a redemption price equal to the
principal amount so redeemed plus accrued interest to the redemption date, without a
redemption premium.

2020 Tax Increment Revenue (TIF) Bonds

In October 2020, the Authority issued $16,043,000 in Tax Increment Revenue Bonds, Series
2020. Proceeds from the bonds will be used to acquire certain water rights known as the
Windy Gap Units, to finance a portion of the costs of the design, construction, acquisition,
and equipping of certain water and sewer infrastructure within the TIF Area and elsewhere
within the City, and to pay costs of issuing the bonds.

The bonds bear interest rate of 6.250% per annum and are payable annually on December 1,
beginning on December 1, 2020 from and to the extent of available pledged revenue. The
bonds are structured as cash flow bonds meaning that there are no scheduled payments of
principal or interest prior to the final maturity date.

The bonds mature on December 1, 2039 and are subject to mandatory redemption on
December 1 of each year to the extent of available pledged revenue. In the event that
principal of any bonds is not paid when due, such principal shall remain outstanding until
the termination date of December 2, 2044 and shall continue to bear interest at the rate then
borne by the bonds. To the extent interest on any bonds is not paid when due, such interest
shall compound annually on each interest payment date at the rate then borne by the bonds.
The bonds will be deemed discharged on the termination date.

23



CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 5: LONG-TERM DEBT (Continued)

Governmental Activities (Continued)
Future Debt Service Requirements

Annual debt service requirements for the long-term debt, excluding compensated absences
and the Series 2020 TIF Bonds, at December 31, 2022 are as follows:

Year ended Certificates of Direct Placement
December 31 Participation Bonds
Principal Interest Principal Interest Total
2023 $ 395,000 $ 309,150 $ 199,601 $ 16,050 $ 919,801
2024 405,000 295,750 205,020 10,881 916,651
2025 420,000 282,000 215,081 5,571 922,652
2026 435,000 267,750 - - 702,750
2027 450,000 252,950 - - 702,950
2028-2032 2,500,000 511,775 - - 3,011,775
2033-2037 2,905,000 302,175 - - 3,207,175
2038-2041 2,250,000 76,650 - - 2,326,650
Total $9,760,000 $2,298,200 $ 619,702 $ 32,502 $12,710,404

Business-Type Activities

Following is a summary of long-term debt transactions for the business-type activities for the
year ended December 31, 2022.

Balance Balance Due In
12/31/2021  Additions Pavments 12/31/2022 One Year
Debt from Direct Placements
Water Enterprise

Refunding Bonds $ 704,799 $ - $ 172,036 $§ 532,763 § 172,492
Other Obligations

Compensated Absences 34,407 - 221 34,186 -

Total $ 739,206 $ - $ 172,257 $ 566,949 $ 172,492
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NOTE 5:

NOTE 6:

CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

LONG-TERM DEBT (Continued)

Business-Type Activities (Continued)

2014 Water Enterprise Revenue Bonds

In June 2014, the City issued $1,772,092 in Series 2014 Water Enterprise Revenue Refunding
Bonds to advance refund $1,790,000 of the outstanding Series 2005 Water Revenue Bonds.
The Series 2014 bonds are a private placement loan refunding. The net proceeds were
deposited in an irrevocable trust to provide for all future debt service on the refunded portion
of the Series 2005 Revenue Bonds. As a result, the Series 2005 Revenue Bonds are considered
defeased, and the City has removed this portion of the liability. Principal payments are due
annually on June 1 and interest payments are due semi-annually on June 1 and December 1,
through June 1, 2025. Interest accrues at rate of 2.59%.

The Bonds are subject to redemption prior to maturity, at the option of the City, as a whole
or in integral multiples of $100,000, in any order of maturity and in whole or partial maturities,
on June 1, 2019, or on any date thereafter at a redemption price equal to the principal amount
so redeemed plus accrued interest to the redemption date, without a redemption premium.

Future Debt Service Requirements

Annual debt service requirements for the long-term debt, excluding compensated absences,
at December 31, 2022 are as follows:

Year Ended December 31, Principal Interest Total
2023 $ 172492 $ 11,564 § 184,056
2024 177,709 7,030 184,739
2025 182,562 2364 184,926
Total $ 532,763 $ 20,958 $ 553,721
RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; injuries to employees; and natural disasters. The City purchases
commercial insurance for these risks of loss. Settled claims have not exceeded insurance
coverage in the last three years.
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CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 7: DEFINED BENEFIT PENSION PLAN

Statewide Defined Benefit Pension Plan

Summary of Significant Accounting Policies

Pensions. The City contributes to the Statewide Defined Benefit Pension Plan (“SWDB Plan”),
a cost-sharing multiple-employer defined benefit pension plan, which is administered by the
FPPA. The net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, pension expense, information about the fiduciary net position
and additions to/deductions from the fiduciary net position of the SWDB Plan have been
determined using the economic resources measurement focus and the accrual basis of
accounting.

The Plan assets are included in the Fire & Police Members’ Benefit Investment Fund and the
Fire & Police Members’ Self-Directed Investment Fund (for Deferred Retirtement Option
Plan (DROP) assets and Separate Retirement Account assets from

eligible retired members).

General Information about the Pension Plan

Plan description. The SWDB Plan provides retirement benefits for members and beneficiaries
according to plan provisions as enacted and governed by FPPA’s Pension Fund Board of
Trustees. Colorado Revised Statutes ("CRS"), as amended, establishes basic benefit
provisions under the SWDB Plan. FPPA issues an annual, publicly available financial report
that includes the assets of the SWDB Plan. That report may be obtained on FPPA’s website
at http://www.fppaco.org.

Benefits provided. A member is eligible for a normal retirement pension once the member has
completed twenty-five years of credited service and has attained the age of 55. Effective
January 1, 2022, a member may also qualify for a normal retirement pension if the membet's
combined years of service and age equals at least 80, with a minimum age of 50 (Rule of 80).

The annual normal retirement benefit is 2 percent of the average of the member’s highest
three years’ pensionable earnings for each year of credited service up to ten years, plus 2.5
percent for each year of service thereafter. The benefit earned prior to January 1, 2007 for
members of affiliated Social Security employers will be reduced by the amount of Social
Security income payable to the member annually.

Effective January 1, 2007, members covered under Statewide Defined Benefit Social Security
Component will receive half the benefit when compared to the Statewide Defined Benefit
Plan. Benefit adjustments paid to retired members are evaluated annually and may be re-
determined every October 1. The amount of any increase is based on the Board’s discretion
and can range from 0 to the higher of 3 percent or the Consumer Price Index for Urban
Wage Earners and Clerical Workers (CPI-W).
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CITY OF DACONO, COLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2022

DEFINED BENEFIT PENSION PLANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

General Information about the Pension Plan (Continued)

A member is eligible for an early retirement after completion of 30 years of service or
attainment of age 50 with at least five years of credited service. The eatly retirement benefit
equals the normal retirement benefit reduced on an actuarially equivalent basis. Upon
termination, an employee may elect to have member contributions, along with 5 percent as
interest, returned as a lump sum distribution. Alternatively, a member with at least five years
of accredited service may leave contributions with the Plan and remain eligible for a
retirement pension at age 55 equal to 2 percent of the member’s average highest three years’
pensionable earnings for each year of credited service up to ten years, plus 2.5 percent for
each year of service thereafter.

Contributions. The SWDB Plan sets contribution rates at a level that enables all benefits to be
fully funded at the retirement date of all members. Contribution rates for the SWDB Plan are
set by state statute. Employer contribution rates can only be amended by state statute.
Member contribution rates can be amended by state statute or election of the membership.
Effective January 1, 2022, contribution rates for employers and members may be increased
equally by the FPPA Board of Directors upon approval through an election by both the
employers and members.

In 2014, the members elected to increase the member contribution rate to the SWDB plan
beginning in 2015. Member contribution rates will increase 0.5 percent annually through 2022
to a total of 12.00 percent of pensionable earnings. Employer contributions will increase 0.5
percent annually beginning in 2021 through 2030 to a total of 13.00 percent of pensionable
earnings. In 2021, members of the SWDB plan and their employers are contributing at the
rate of 11.50 percent and 8.50 percent, respectively, of pensionable earnings for a total
contribution rate of 20.00 percent.

Contributions from members and employers of departments reentering the system are
established by resolution and approved by the FPPA Board of Directors. The member and
employer contribution rates will increase through 2030 as described above for the non-
reentering departments. Effective January 1, 2021, reentry departments may submit a
resolution to the FPPA Board of Directors to reflect the actual cost of reentry by department.
Each reentry department is responsible to remit contributions to the plan in accordance with
their most recent FPPA Board of Directors approved resolution.
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DEFINED BENEFIT PENSION PLANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

General Information about the Pension Plan (Continued)

The contribution rate for members and employers of affiliated social security employers is
5.75 percent and 4.25 percent, respectively, of pensionable earnings for a total contribution
rate of 10.00 percent in 2021. Per the 2014 member election, members of the affiliate social
security group had their required contribution rate increase 0.25 percent annually beginning
in 2015 through 2022 to a total of 6.00 percent of pensionable earnings. Employer
contributions will increase 0.25 percent annually beginning in 2021through 2030 to a total of
6.50 percent of pensionable earnings.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At December 31, 2022, the City reported an asset in the amount of $744,367 for its
proportionate share of the net pension asset. The net pension asset was measured as of
December 31, 2021, and the total pension liability used to calculate the net pension asset was
determined by an actuarial valuation as of January 1, 2022. Standard update procedures were
used to roll forward the total pension liability to December 31, 2022. The City’s proportion
of the net pension asset was based on the City’s contributions to the SWDB Plan for the
calendar year 2021 relative to the total contributions of participating employers to the SWDB
Plan.

At December 31, 2021 the City’s proportion was 0.13735%, which was an decrease of
0.00159% from its proportion measured as of December 31, 2020.

For the year ended December 31, 2022 the City recognized a pension expense of $51,690. At

December 31, 2022, the City reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:
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NOTE 7: DEFINED BENEFIT PENSION PILANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions (Continued)

Deferred Deferred Inflows
Outflows of
of Resources

Resources
Difference between expected and actual experience $213,152 $17,361
Net difference between projected and actual earnings on
pension plan investments N/A $498,172
Changes in proportion and differences between
contributions recognized and proportionate share of
contributions $6,584 $54,201
Change in assumptions and other inputs $1006,152 N/A
Contributions subsequent to the measurement date $70,488 N/A
Total $396,376 $569,734

$70,488 reported as deferred outflows of resources related to pensions, resulting from
contributions subsequent to the measurement date, will be recognized as a reduction of the
net pension liability in the year December 31, 2022. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized

in pension expense as follows:

Year ended December 31

2023 (874,072)
2024 ($125,602)
2025 ($73,493)
2026 ($25,578)
2027 $37,511
Thereafter $17,388

Actuarial assumptions. The actuarial valuations for the SWDB Plan were used to determine the
total pension liability and actuarially determined contributions for the fiscal year ending
December 31, 2021. The valuations used the following actuarial assumptions and other

inputs:
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NOTE 7: DEFINED BENEFIT PENSION PILANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions (Continued)

Total Pension Liability:

Actuarial Valuation Date January 1, 2022
Actuarial Method Entry Age Normal
Amortization Method N/A

Amortization Period N/A

Long-term investment Rate of Return* 7.00 percent
Projected salary increases* 4.25 — 11.25 percent
Cost of Living Adjustments (COLA) 0.00 percent

*Includes Inflation at 2.5%

Actuarially Determined Contributions:

Actuarial Valuation Date January 1, 2021

Actuarial Method Entry Age Normal
Amortization Method Level % of Payroll, Open
Amortization Period 30 Years

Long-term investment Rate of Return* 7.0 percent

Projected salary increases* 4.25-11.25 percent

Cost of Living Adjustments (COLA) 0.00 percent

*Includes Inflation at 2.5%

For determining the total pension liability and actuarially determined contributions, the post-
retirement mortality tables for non-disabled retirees uses the 2006 central rates from the RP-
2014 Annuitant Mortality Tables projected to 2018 using the MP-2017 projection scales, and
the projected prospectively using the ultimate rates of the scale for all years. The
preretirement off-duty mortality tables are adjusted to 50% of the RP-2014 mortality tables
for active employees. The on-duty mortality rate is 0.00015.

At least every five years the Fire & Police Pension Association's Board of Directors, in
accordance with best practices, reviews its economic and demographic actuarial assumptions.
At its July 2018 meeting, the Board of Directors reviewed and approved recommended
changes to the actuarial assumptions. The recommendations were made by the FPPA’s
actuaries, Gabriel, Roeder, Smith & Co., based upon their analysis of past experience and
expectations of the future. The assumption changes were effective for actuarial valuations
beginning January 1, 2019. The actuarial assumptions impact actuarial factors for benefit
purposes such as purchases of service credit and other benefits where actuarial factors are
used.
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NOTE 7: DEFINED BENEFIT PENSION PILANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions (Continued)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected rate of
return by weighing the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation (assumed at 2.5 percent). Best estimates of
arithmetic real rates of return for each major asset class included in the Fund’s target asset
allocation as of December 31, 2021 are summarized in the following table:

Asset Class Target Allocation Long-Term Expected
Real Rate of Return
Global Equity 39.00% 8.23%
Equity Long/Short 8.00% 06.87%
Private Markets 26.00% 10.63%
Fixed Income - Rates 10.00% 4.01%
Fixed Income - Credit 5.00% 5.25%
Absolute Return 10.00% 5.60%
Cash 2.00% 2.32%
Total 100.00%

The discount rate used to measure the total pension liability was 7.00 percent. The projection
of cash flows used to determine the discount rate assumed that contributions from
participating employers will be made based on the actuarially determined rates based on the
Board’s funding policy, which establishes the contractually required rates under Colorado
statutes. Based on those assumptions, the SWDB plan fiduciary net position was projected
to be available to make all the projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the total pension liability.

Discount rate. Projected benefit payments are required to be discounted to their actuarial
present values using a Single Discount Rate that reflects (1) a long-term expected rate of
return on pension plan investments (to the extent that the plan’s fiduciary net position is
projected to be sufficient to pay benefits) and (2) tax-exempt municipal bond rate based on
an index of 20-year general obligation bonds with an average AA credit rating as of the
measurement date (to the extent that the plan’s projected fiduciary net position is not
sufficient to pay benefits).
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DEFINED BENEFIT PENSION PLANS (Continued)

Statewide Defined Benefit Pension Plan (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions (Continued)

For the purpose of this valuation, the expected rate of return on pension plan investments is
7.00 percent; the municipal bond rate is 2.00 percent (based on the weekly rate closest to but
not later than the measurement date of the “state & local bonds” rate from Federal Reserve
statistical release (H.15)); and the resulting Single Discount Rate is 7.00 percent.

Sensitivity of the City’s proportionate share of the net pension liability to changes in the discount rate.
Regarding the sensitivity of the net pension liability/(asset) to changes in the Single Discount
Rate, the following presents the plan’s net pension liability/(asset), calculated using a Single
Discount Rate of 7.00 percent, as well as what the plan’s net pension liability/(asset) would
be if it were calculated using a Single Discount Rate that is one percent lower or one percent
higher:

Current
1% Decrease Discount Rate 1% Increase
(6.00%) (7.00%) (8.00%)
Proportionate share of the net pension
liability (asset) ($102,653) ($744,367) ($1,275,992)

Pension plan fiduciary net position. Detailed information about the SWDB Plan’s fiduciary net
position is available in FPPA’s comprehensive annual financial report which can be obtained
at http://www.fppaco.org.

DEFINED CONTRIBUTION PENSION PLANS

General Money Purchase Pension Plan

The City contributes to a single employer defined contribution money purchase pension plan
on behalf of all employees other than police, which is administered by Security Benefit. Each
Employee will be enrolled as a participant of this plan on the first day of the calendar month
immediately following or coincident with the completion of three months of continuous
employment with the City. Employee and employer contributions are always 100% vested.
The contribution requirements of Plan participants and the City are established and may be
amended by City Council. The City contributes 8% of an employee’s salary. The City
contributed $114,029, $103,646 and $135,510 to the plan for the years ended December 31,
2019, 2021 and 2022, respectively, equal to the required contribution.
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COMMITMENTS AND CONTINGENCIES

URA Infrastructure Agreement

In October 2020, the City entered into an Acquisition and Construction of Infrastructure
Agreement with the Authority, whereby the Authority has agreed to finance the purchase of
five shares of Windy Gap Water Units in the amount of $13,500,000 and to finance certain
costs related to sewer expansion. The Authority has determined that the acquisition of the
Windy Gap Units and the construction of water and sewer infrastructure for use within Plan
areas and elsewhere in the City are in the public interest and will further the goals of the
Authority to eliminate and prevent blight which will facilitate private development attracting
investment within the Plan areas and surrounding areas, which in turn will prevent and
remediate blighted conditions within the City.

During the year, the Authority issued the Series 2020 Tax Increment Financing bonds to
finance the purchase of the Windy Gap Units and finalized the purchase of the Windy GAP
shares in the amount of $13,500,000. Per the agreement, the Windy Gap Units will be owned
by the City, and the Authority will transfer the five shares of Windy Gap Units to the City’s
Water Fund in 2021.

Vehicle Lease

The City entered into non-cancelable operating leases for vehicles. The leases require
individual monthly payments ranging from $704 to $1,104. The 48-month lease will have a
final payment on December 31, 2026, and the 60-month lease payments will end December
31, 2027. The City will also pay approximately $6,500 per year for maintenance and insurance
for the vehicles.

The future minimum lease payments for the next five years are as follows:

Year Ended
September 30,

2023 § 56,086
2024 56,086
2025 56,086
2026 56,086
2027 35711

Total $ 260,057

Total lease expense for the years ended December 31, 2022 for all leases were $5,119.
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COMMITMENTS AND CONTINGENCIES (Continued)
Tabor Amendment

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which
has several limitations, including revenue raising, spending abilities, and other specific
requirements of state and local government. On November 5, 1996, voters within the City
approved the collection, retention and expenditure of the full revenues generated by the City
in 1996 and subsequent years for street improvement projects, capital projects, basic
municipal services and/or lawful municipal purposes, notwithstanding the provisions of the
Amendment.

The City has established an emergency reserve, representing 3% of qualifying expenditures,

as required by the Amendment. At December 31, 2022, the emergency reserve of $675,000
was recorded in the General Fund.

SUBSEQUENT EVENTS

Potential subsequent events were considered through July 21, 2023. It was determined that no events
are required to be disclosed through this date.
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REQUIRED SUPPLEMENTARY INFORMATION



REVENUES
Taxes
Licenses and Permits
Intergovernmental
Court
Interest
Miscellaneous

TOTAL REVENUES
EXPENDITURES
Current
General Government
Public Safety
Parks and Recreation

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCED (USES)
Transfers In (Out)

TOTAL OTHER FINANCING
SOURCES (USES)

CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF DACONO, COLORADO

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2022

2022
VARIANCE

ORIGINAL FINAL Positive 2021
BUDGET  BUDGET  ACTUAL (Negative) ACTUAL
§ 4315450  $ 4,884,885  $ 4898081 $ 13,196  § 34283838
409,610 444,055 464,012 19,957 283,855
229,600 216,465 216,464 ) 130,903
94,580 54,980 54,979 ) 56,503
10,000 131,175 131,177 2 16,884
230,725 368,125 422,334 54,209 408,149
5,289,965 6,099,685 6,187,047 87,362 4,325,132
2,415,090 2,447,540 2,419,115 28,425 1,790,211
2,678,115 2,645,665 2,347,303 298,362 2,161,156
113,750 113,750 86,937 26,813 81,861
5,206,955 5,206,955 4,853,355 353,600 4,033,228
83,010 892,730 1,333,692 440,962 291,904
(856,140) (576,345) (662,719) (86,374) (292,301)
(856,140) (576,345) (662,719) (86,374) (292,301)
(773,130) 316,385 670,973 354,588 (397)
4,599,516 4,599,516 4,599,516 - 4,599,913
$ 3,826,386  $ 4915901  $ 5270489 $ 354588  $ 4,599,516

See the accompanying independent auditors' report.



REVENUES
Taxes
Licenses and Permits
Intergovernmental
Interest
Miscellaneous

TOTAL REVENUES
EXPENDITURES
Public Works
Debt Service
Principal
Interest
Capital Outlay
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES
Transfers In (Out)

TOTAL OTHER FINANCING
SOURCES (USES)

CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF DACONO, COLORADO

STREET FUND

Year Ended December 31, 2022

BUDGETARY COMPARISON SCHEDULE

2022
VARIANCE
ORIGINAL FINAL Positive 2021
BUDGET BUDGET ACTUAL (Negative) ACTUAL
$ 1,696,230 $ 1,956,165 $ 1,963,612 $ 7,447 $ 1,391,847
110,550 174,190 174,195 5 9,500
- - - - 286,017
900 33,825 46,088 12,863 717
- - 625 625 -
1,807,680 2,164,180 2,185,120 20,940 1,688,681
1,061,390 1,061,390 944,465 116,925 944,702
198,950 198,950 198,948 2 192,951
22,540 22,540 21,203 1,337 26,200
- - - - 20,919
1,282,880 1,282,880 1,164,616 118,264 1,184,772
524,800 881,300 1,020,504 139,204 503,909
(1,011,700) (42,975) (77,708) (34,733) (106,007)
(1,011,700) (42,975) (77,708) (34,733) (106,007)
(486,900) 838,325 942,796 104,471 397,902
2,694,919 2,694,919 2,694,919 - 2,297,017
$ 2,208,019 $ 3,533,244  $ 3,637,715 $ 104471 $ 2,694,919

See the accompanying independent auditors' report.
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CITY OF DACONO, COLORADO

IMPACT FEE FUND
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2022

2022
VARIANCE
ORIGINAL FINAL Positive 2021
BUDGET BUDGET ACTUAL (Negative) ACTUAL
REVENUES
Impact Fees $ 195,280 $ 338,260 $ 338,266 $ 6 $ 18,210
Interest 2,500 38,465 47,096 8,631 2,836
TOTAL REVENUES 197,780 376,725 385,362 8,637 21,046
EXPENDITURES
General Government - - - - 137,705
TOTAL EXPENDITURES - - - - 137,705
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 197,780 376,725 385,362 - (116,659)
OTHER FINANCING SOURCES (USES)
Transfers In (Out) - - - - (572,639)
TOTAL OTHER FINANCING
SOURCES (USES) - - - - (572,639)
CHANGE IN FUND BALANCE 197,780 376,725 385,362 - (689,298)
FUND BALANCE, Beginning 2,482,213 2,482,213 2,482,213 - 3,171,511
FUND BALANCE, Ending $ 2,679,993 $ 2,858,938 $ 2,867,575 $ - $ 2,482,213

See the accompanying independent auditors' report.
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URBAN RENEWAL AUTHORITY (FORMERLY EDAD)

REVENUES
Taxes
Royalties
Intergovernmental
Miscellaneous

TOTAL REVENUES
EXPENDITURES
General Government
Capital Outlay
TOTAL EXPENDITURES
CHANGE IN FUND BALANCE

FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF DACONO, COLORADO

BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2022

2022
VARIANCE
ORIGINAL FINAL Positive 2021

BUDGET BUDGET ACTUAL (Negative) ACTUAL
$ 13,522,899 $ 13,523,163 $ 13,508,780 $ (14383 $ 810,560
35,000 35,000 55,747 20,747 44,135
- - - - 3,303
500 65,500 109,815 44,315 695
13,558,399 13,623,663 13,674,342 50,679 858,693
12,926,635 13,010,705 12,856,869 153,836 204,348
3,041,976 3,041,976 21,496 3,020,480 325,785
15,968,611 16,052,681 12,878,365 3,174,316 530,133
(2,410,212) (2,429,018) 795,977 3,224,995 328,560
2,585,399 2,585,547 2,656,373 70,826 2,327,813
$ 175,187 $ 156,529 $ 3,452,350 $ 3,295,821 $ 2,656,373

See the accompanying independent auditors' report.
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REVENUES
Taxes
Interest

TOTAL REVENUES

EXPENDITURES
General Government
Capital Outlay
Bond Costs of Issuance
Debt Service
Principal
Interest and Other Charges

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Proceeds from Capital Lease

Transfers In (Out)

TOTAL OTHER FINANCING
SOURCES (USES)

CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF DACONO, COLORADO

CAPITAL EQUIPMENT FUND
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2022

2022
VARIANCE
ORIGINAL FINAL Positive 2021
BUDGET  BUDGET ACTUAL (Negative) ACTUAL

§ 280,535 § 349,570 § 338,603 § (10,967) $ 255307
200 4,510 4,510 - 1,707
280,735 354,080 343,113 (10,967) 257,014
2,034,735 1,219,820 960,169 259,651 10,272,878
- - - - 169,705
385,000 451,980 385,000 66,980 296,813
321,055 322,610 322,608 2 194,669
2,740,790 1,994,410 1,667,777 326,633 10,934,065
(2,460,055) (1,640,330) (1,324,664) 315,666 (10,677,051)
- 247 460 - (247,460) 4,706,158
2,460,280 619,320 740,427 121,107 970,947
2,460,280 866,780 740,427 (126,353) 5,677,105
225 (773,550) (584,237) 189,313 (4,999,946)
878,791 878,791 878,791 - 5,878,737
§ 879,016 $ 105241 $ 294554 § 189313 § 878,791

See the accompanying independent auditors' report.
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SCHEDULE OF THE CITY'S PROPORTIONATE SHARE

CITY OF DACONO, COLORADO

STATEWIDE DEFINED BENEFIT PLAN

Years Ended December 31,

2013 2014 2015 2016 2017 2018 2019 2020 2021

City's proportionate share of the

Net Pension Liability (Asset) 0.110% 0.110% 0.115% 0.129% 0.100% 0.118% 0.122% 0.139% 0.137%
City's proportionate share of the

Net Pension Liability (Asset) $ (137,851) § (124,456) $  (2,028) § 46,589 § (144,052) § 148,622 § (69,024) § (301,649) $§ (744,367)
City's covered payroll $ 476,888 § 495913 § 533488 § 0635190 $§ 639,365 § 787,450 § 899,521  § 1,116,009  § 1,174,245
City's proportionate share of the

Net Pension Liability (Asset) as a

percentage of its covered payroll -28.9% -25.1% -0.4% 7.3% -22.5% 18.9% -1.7% -27.0% -63.4%
Plan fiduciary net position as a

percentage of the total pension

liability 106.8% 105.8% 100.1% 98.2% 106.3% 95.2% 101.9% 106.7% 116.2%
Notes:

This schedule is reported as of December 31, as that is the plan year end.

This schedule will report ten years of data when it is available.

See the accompanying independent auditors' report.
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Statutorily required

contributions
Contributions in relation
to the statutorily required

contributions

Contribution deficiency
(excess)

City's covered payroll

Contributions as a percentage

of covered payroll

Notes:

This schedule will report ten years of data when it is available.

CITY OF DACONO, COLORADO

SCHEDULE OF THE CITY'S CONTRIBUTIONS
STATEWIDE DEFINED BENEFIT PLAN

Years Ended December 31,

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
38,151 $§ 39673 § 42679 $ 50815 § 51,149 § 6299 § 71,960 § 89,281 $ 9398 § 91,895
38,151 39,673 42,679 50,815 51,149 62,996 71,960 89,281 93,986 91,895

$ - $ - $ - $ - $ - $ - $ - $ - $ - $ -
$ 476,888 § 495913 § 533,488 § 635190 § 639365 § 787,450 $§ 899,521 $ 1,116,009  § 1,174,245  § 1,148,812
8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00%

See the accompanying independent auditors' report.
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INDIVIDUAL FUND SCHEDULES



CITY OF DACONO, COLORADO

CONSERVATION TRUST FUND
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2022

2022
VARIANCE
ORIGINAL FINAL Positive 2021
BUDGET BUDGET ACTUAL (Negative) ACTUAL
REVENUES
Intergovernmental $ 32,000 $ 38,000 $ 40,543 $ 2,543 $ 35999
Interest 5 25 36 11 8
TOTAL REVENUES 32,005 38,025 40,579 2,554 36,007
EXPENDITURES
Parks and Recreation 10,000 62,235 62,234 1 5,162
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (10,000) (24,210) (21,655) (2,555) 30,845
OTHER FINANCING SOURCES (USES)
Transfers In (Out) (100,000) - - - -
TOTAL OTHER FINANCING
SOURCES (USES) (100,000) - - - -
CHANGE IN FUND BALANCE 22,005 (24,210) (21,655) 2,555 30,845
FUND BALANCE, Beginning 95,103 95,103 95,103 - 64,258
FUND BALANCE, Ending $ 117,108 $ 70,893 $ 73,448 $ 2,555 $ 95,103

See the accompanying independent auditors' report.

42



REVENUES
Water Sales
Trash Charges
Tap Fees and Other Contributions
Interest
Other Revenues

TOTAL REVENUES

EXPENDITURES
Water Distribution
General and Administrative
Debt Service
Principal
Interest
Capital Outlay

TOTAL EXPENDITURES
NET INCOME, Budget Basis
GAAP BASIS ADJUSTMENTS
Capital Outlay
Capital Contributions
Depreciation Expense
Principal Paid on Long-Term Debt
Transfers of Assets from URA
NET INCOME, GAAP Basis
NET ASSETS, Beginning

NET ASSETS, Ending

CITY OF DACONO, COLORADO

WATER FUND
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2022

2022
VARIANCE
ORIGINAL FINAL Positive 2021

BUDGET BUDGET ACTUAL (Negative) ACTUAL
§ 2039350 $ 2,093,545 $ 2116451 $ 22906 $ 2,003,650
285,000 296,330 296,332 2 287,451
80,000 29,500 29,500 - 2,500
2,500 73,075 81,940 8,865 2,370
15,750 15,725 16,893 1,168 782,265
2,422,600 2,508,175 2,541,116 32,941 3,078,236
688,950 881,550 1,762,000 (880,450) 635,897
1,809,475 2,069,280 1,132,586 936,694 1,614,550
172,035 174,750 172,036 2,714 166,231
17,175 17,175 15,643 1,532 20,099

- 11,480 23,705 (12,225) 375,252
2,687,635 3,154,235 3,105,970 48,265 2,812,029

$ (265,035 $ (646,060) (564,854) $ 81,206 266,207
23,705 375,252

390,732 49,777
(346,0006) (337,500)

172,036 166,231

- 13,500,000

(324,387) 14,019,967

42,080,252 28,060,285

$ 41,755,865 § 42,080,252

See the accompanying independent auditors' report.
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Form Approved

The public report burden for this information collection is estimated to average 380 hours annually. OMB No. 2125-0032
City or County:
Dacono
LOCAL HIGHWAY FINANCE REPORT YEAR ENDING :
December 2022
This Information From The Records Of (example - City of _or County of _[Prepared By: Kelly Stroh
City of Dacono Phone: 303-833-2317 ext 122

I. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE

A. Local B. Local
Motor-Fuel Motor-Vehicle
Taxes Taxes

C. Receipts from
State Highway-
User Taxes

D. Receipts from
Federal Highway
Administration

ITEM

. Total receipts available

. Minus amount used for collection expenses

. Minus amount used for nonhighway purposes
. Minus amount used for mass transit

. Remainder used for highway purposes

W K| W —

III. DISBURSEMENTS FOR ROAD
AND STREET PURPOSES

II. RECEIPTS FOR ROAD AND STREET PURPOSES

ITEM AMOUNT ITEM AMOUNT
A. Receipts from local sources: A. Local highway disbursements: —
1. Local highway-user taxes 1. Capital outlay (from page 2) 42,334
a. Motor Fuel (from Item [.A.5.) 2. Maintenance: 233,565
b. Motor Vehicle (from Item 1.B.5.) 3. Road and street services: _
c. Total (a.+b.) a. Traffic control operations 5,093
2. General fund appropriations b. Snow and ice removal 52,561
3. Other local imposts (from page 2) 1,888,200 c. Other 7,015
4. Miscellaneous local receipts (from page 2) 52,313 d. Total (a. through c.) 64,669
5. Transfers from toll facilities 4. General administration & miscellaneous 681,605
6. Proceeds of sale of bonds and notes: _ 5. Highway law enforcement and safety
a. Bonds - Original Issues 6. Total (1 through 5) 1,022,173
b. Bonds - Refunding Issues B. Debt service on local obligations:
c. Notes 1. Bonds:
d. Total (a. +b. +c¢.) 0 a. Interest 21,203
7. Total (1 through 6) 1,940,513 b. Redemption 198,948
B. Private Contributions c. Total (a. +b.) 220,151
C. Receipts from State government 2. Notes: _
(from page 2) 244,607 a. Interest
D. Receipts from Federal Government b. Redemption
(from page 2) 0 c. Total (a. +b.) 0
. Total receipts (A.7+B + C + D) 2,185,120 3. Total (1.c+2.c) 220,151
C. Payments to State for highways
D. Payments to toll facilities
E. Total disbursements (A.6 + B.3 + C + D) 1,242,324

IV. LOCAL HIGHWAY DEBT STATUS
(Show all entries at par)
Opening Debt Amount Issued Redemptions Closing Debt
818,650 0 198,948 619,702

. Bonds (Total)
1. Bonds (Refunding Portion)
B. Notes (Total)

]

V. LOCAL ROAD AND STREET FUND BALANCE

A. Beginning Balance| B. Total Receipts |C. Total Disbursementy D. Ending Balance E. Reconciliation
2,694,919 2,185,120 1,242,324 3,637,715 0

Notes and Comments:

FORM FHWA-536 (Rev.06/2000) PREVIOUS EDITIONS OBSOLETE  Excel (Next Page)
1
Blank536-CY22
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STATE:
Colorado

LOCAL HIGHWAY FINANCE REPORT YEAR ENDING (mm/yy):
December 2022

II. RECEIPTS FOR ROAD AND STREET PURPOSES - DETAIL

ITEM AMOUNT ITEM AMOUNT
A.3. Other local imposts: A.4. Miscellaneous local receipts:
a. Property Taxes and Assessments a. Interest on investments 46,688
b. Other local imposts: b. Traffic Fines & Penalities
1. Sales Taxes 1,523,704 c. Parking Garage Fees
2. Infrastructure & Impact Fees d. Parking Meter Fees
3. Liens e. Sale of Surplus Property 625
4. Licenses f. Charges for Services 5,000
5. Specific Ownership &/or Other 144,126 g. Other Misc. Receipts
6. Total (1. through 5.) 1,667,830 h. Other
c. Total (a. +b.) 1,888,200 i. Total (a. through h.) 52,313

(Carry forward to page 1) (Carry forward to page 1)

ITEM AMOUNT ITEM AMOUNT

C. Receipts from State Government D. Receipts from Federal Government

1. Highway-user taxes 219,538 1. FHWA (from Item 1.D.5.)

2. State general funds 2. Other Federal agencies:

3. Other State funds: a. Forest Service
a. State bond proceeds b. FEMA
b. Project Match c. HUD
c. Motor Vehicle Registrations 25,069 d. Federal Transit Admin
d. Other (Specify) - DOLA Grant e. U.S. Corps of Engineers
e. Other (Specify) f. Other Federal
f. Total (a. through e.) 25,069 g. Total (a. through f.)

4. Total (1. +2. +3.9) 244,607 3. Total (1. +2.g)

(Carry forward to page 1)

III. DISBURSEMENTS FOR ROAD AND STREET PURPOSES - DETAIL

ON NATIONAL OFF NATIONAL
HIGHWAY HIGHWAY TOTAL
SYSTEM SYSTEM
(a) (b) (c)
A.1. Capital outlay:
a. Right-Of-Way Costs 0
b. Engineering Costs 10,780
c. Construction:
(1). New Facilities
(2). Capacity Improvements 0
(3). System Preservation 0
(4). System Enhancement & Operation 31,554 31,554
(5). Total Construction (1) + (2) + (3) * (4) 0 31,554 31,554
d. Total Capital Outlay (Lines 1.a. + 1.b. + 1.c.5) 0 42,334 42,334

I - s

Notes and Comments:

FORM FHWA-536
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