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Black Canyon City Water Improvement District
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Black Canyon City Water Improvement District’s annual financial report
presents an analysis of the District’s financial performance during the fiscal year ended June 30,

2007. This information is presented in conjunction with the audited basic financial statements
that follow this section.

FINANCIAL HIGHLIGHTS FOR THE FISCAL YEAR 2007
e The District’s net assets increased by 3.6%
e Operating revenues Increased by 4.2%
e Operating expenses increased by 8.2%
The Board and Management continue to strive to keep overhead costs down. The
most significant increase was in supplies and repairs.
* Following are the most significant projects undertaken during the fiscal year:
1. The largest single project for the fiscal year was the line replacement project
required by Yavapai County road improvement. This represented 86% of the
Capital outlay for the year ended June 30, 2007.
2. The district purchased mapping software and invested in creating Water System
Maps for the District.

3. Other Capital improvements consisted of work on the BJ Hydro Tank, and
School tank Road improvements.

Total capital outlay for these projects was above the total billed to the customer base and

collected monthly. Additional funds from the reserves set aside aided in implementing all the
improvements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of the following two parts: Management’s Discussion and Analysis
and Basic Financial Statements. The Financial Statements include notes which explain in detail
some of the information included in the basic financial statements.

REQUIRED FINANCIAL STATEMENTS

The Financial Statements of the District report information utilizing the full accrual basis of
accounting. The Financial Statements conform to the accounting principles which are generally
accepted in the United States of America. The Statement of Net Assets includes information on
the District’s assets and liabilities and provides information about the nature and amounts of
investments in resources (assets) and the obligations to District creditors (liabilities). The
Statement of Revenues, Expenses and changes in Net Assets identify the District’s revenues and
expenses for the fiscal year ended June 30, 2007. This statement provides information on the
District’s operations over the past year and can be used to determine whether the District has
recovered all of its actual and projected costs through user fees and other charges. The third
financial statement is the Statement of Cash Flows. This statement provides information on the
District’s cash receipts, cash payments and changes in cash resulting from operations,
investments and financing activities. From the Statement of Cash Flows, the reader can obtain
information on the source and use of cash and change in cash and cash equivalents balance.



FINANCIAL ANALYSIS OF THE DISTRICT

The Statement of Net Assets and Statement of Revenues, Expense and Changes in Net Assets
provide an indication of the District’s financial condition and also indicate that the financial
condition of the District improved during the last fiscal year. The District’s net assets reflect the

difference between assets and liabilities. An increase in net assets over time typically indicates
an improvement in financial condition.

NET ASSETS
A summary of the District’s Statements of Net Assets is presented below:
Table 1
Condensed Statements of Net Assets
As of June 30, 2007 and 2006

Jun 30, 07 Jun 30, 06 $ Change % Change

Total current and other assets 413,402 566,681 -163,279 -27.1%
Capital assets, net 1,193,712 1,044,481 149,231 14.3%
Total assets 1,607,114 1,611,163 -4,049 -.3%
Long-term debt 290,603 342,377 -51,774 -15.2%
Other liabilities 90,168 85,282 4,886 5.7%
Total liabilities 380,771 427,659 -46,888 -10.9%
Net assets invested in

capital assets, net of

related debt 858,316 662,075 196,241 29.6%
Unrestricted undesignated 368,038 521,428 -153,390 -29%
Total net assets 1,226,354 1,183,503 42,851 3.6%

As the above table indicates, total assets decreased by $4,049 during the fiscal year ended June
30, 2007. This is comprised of a decrease of $153,279 in current assets and an increase of
$149,231 in capital assets.

Total liabilities reflect a decrease of $46,888; a decrease of 10.9%. Table 1 also indicates that
total net assets increased by $42,851; a 3.6% increase.



REVENUES AND EXPENSES
A condensed statement of revenue and expenses is presented in Table 2:
Table 2
Condensed Statements of Revenues, Expenses
As of June 30, 2007 and 2006

Jun 30, 07 Jun 30, 06 $ Change % Change
Operating revenues 390,860 375,061 15,799 4.2%
Non-operating revenues 19,240 15,280 3,960 25.9%
Total revenues 410,100 390,341 19,759 5%
Depreciation expense 122,679 110,074 12,605 1%
Other operating expenses 229,984 212,473 17,511 8.2%
Non-operating expenses 14,587 16,431 -1,844 1%
Total expenses 367,250 338,978 28,272 8.3%
Changes in net assets 42,850 51,362 -8,512 -16.6%
Beginning net assets 1,183,504 1,132,141 51,363 4.5%
Ending net assets 1,226,354 1,183,503 42,850 3.6%

The Statement of Revenues, Expenses and Changes in Net Assets identify the various revenue
and expense items which affect the change in net assets. As the information in Table 2 indicates,
net assets increased during the year by $42.850, or 3.6%. The District’s total revenue increased
by $19,759 or 5%. Total expenses increased by $28,272 or 8.3% during the same time period.

CAPITAL ASSETS

As of June 30, 2007, the District’s investment in capital assets totaled $1,193,712, which is an
increase of $149,231 over the capital asset balance of $1,044,181 at June 30, 2006. The increase
in fixed assets is due to an increase in capital improvements.

LONG-TERM DEBT

As of June 30, 2007, the District had $335,396 in outstanding debt compared to $382,406 as of
June 30, 2006. Additional information on the district’s long-term debt is provided in Note 6 of
the financial statements.



ECONOMIC FACTORS:
The fund created for the arsenic media replacement continues to be utilized, thereby setting aside

the funds needed when the media needs to be replaced in the future. After the first year in place,
it appears the media will last longer than originally anticipated.

ADDITIONAL FINANCIAL INFORMATION

This financial report is designed to provide the District’s customers, investors and other
interested parties with an overview of the District’s financial operations and financial condition.
Should the reader have questions regarding the information included in this report or wish to
request additional financial information, please contact the Black Canyon City Water
Improvement District Management Office at P O Box 1007, Black Canyon City, Arizona 86324;

Physical address is: 34500 South Old Black Canyon Highway, #6; Telephone 623-374-9408.



Darlene Wood

Certified Public Accountant

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors

Black Canyon City Water Improvement District
Black Canyon City, Arizona

I'have audited the accompanying basic financial statements of Black Canyon City Water
Improvement District as of and for the year ended June 30, 2007 and 2006, as listed in
the table of contents. These financial statements are the responsibility of Black Canyon
City Water Improvement District management. My responsibility is to express an
opinion on these financial statements based on my audit.

1 conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Black Canyon City Water Improvement District as
of June 30, 2007 and 2006, and the changes in its financial position and its cash flows for

the year then ended in conformity with accounting principles generally accepted in the
United State of America.

The management’s discussion and analysis is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally
accepted in the United States of America. 1have applied certain limited procedures,
which consisted principally of inquiries of management regarding methods of
measurement and presentation of the required supplementary information. However, I
did not audit the information and express no opinion on it.

fMle I 7Y

Prestott, Arizona
Dedember 12, 2007

100 North Summit Avenue I'j'hone: 918.771.1950
Prescott, Arizona 86301 E-mail: darcpa@msn.com



Black Canyon City Water Improvement District
Statement of Net Assets
June 30, 2007 and 2006

Assets
Current assets

Cash and cash equivalents (Note 3)
Accounts receivable, net of $1,265
and $500 allowance for uncollectible accounts (Note 4)

Supplies inventory
Prepaid expenses
Prepaid insurance

Total unrestricted current assets
Restricted cash and cash equivalents

Total current assets

Capital assets
Nondepreciable capital assets
Land and land rights
Depreciable capital assets

Property, plant and equipment, net of accumulated depreciation
of $1,329,618 and $1,206,938 (Note 5)
Total capital assets

Total assets

Liabilities
Current liabilities
Accounts payable and accrued expenses
Customer security deposits (Note 3)
Current portion of long-term debt (Note 6)

Total current liabilities

Long-term debt (Note 6)
Total liabilities

Net assets
Invested in capital assets, net of related debt
Unrestricted
Total net assets

See accompanying notes to financial statements.
2-

2007 2006
$ 216,088 $ 274,637
31,257 31,360
51,056 41,885
1,131 1,287
867 1,608
300,399 350,777
113,003 215,904
413,402 566,681
48,625 48,625
1,145,087 995,856
1,193,712 1,044,481
1,607,114 1,611,163
5,133 5,543
40,242 39,710
44,793 40,029
90,168 85,282
290,603 342,377
380,771 427,659
858,316 662,075
368,038 521,428
$ 1,226,354 1,183,503




Black Canyon City Water Improvement District
Statement of Revenues, Expenses and Changes in Net Assets
For the Fiscal Year Ended June 30, 2007 and 2006

Operating revenues:
Water sales
Surcharge fees (Note 3)
Water maintenance fees and other revenue
Impact fees (Note 3)

Total operating revenues

Operating expenses
Management services (Note 7)
Depreciation (Note 5)
Supplies, repairs and testing
Utility expense - pumps
Insurance
Office expenses
Professional fees

Bad debt expense
Well leases (Note 8)

Equipment lease
Licenses and permits
Advertising
Miscellaneous

Total operating expenses
Net operating revenue

Nonoperating revenues (expenses)

Interest income
Interest expense and loan fees

Total nonoperating revenues (expenses)

Increase in net assets

Net assets beginning of year
Net assets end of year

See accompanying notes to financial statements.

3.

2007 2006

$ 191,507 $ 183,330

96,277 68,389
84,076 96,342
19,000 27,000

390,860 375,061

154,941 151,126
122,679 110,074
31,870 19,296
20,933 16,839
10,043 9,332
4,050 4,358
4,150 4,100
953 2,738
1,800 1,800
- 1,676
103 134
643 543
498 531
352,663 322,547
38,196 52,514
19,240 15,280
(14,587) (16,431)
4,653 (1,151)
42,850 51,362

1,183,504 1,132,141

$ 1,226,354 § 1,183,503







