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May 27, 2021 
 
 
Honorable Mayor and Members of Town Council 
Town of Castle Rock, Colorado 
Castle Rock, Colorado 
 
 
Dear Honorable Mayor and Members of Town Council: 
 
We have completed our audits of the financial statements and compliance of the Town of Castle Rock, 
Colorado (the Town) as of and for the year ended December 31, 2020.  This report includes 
communication required under auditing standards generally accepted in the United States of America as 
well as other matters. 

Our audit plan represented an approach responsive to the assessment of risk of material misstatement in 
financial reporting for the Town.  Specifically, auditing standards require us to: 

 Express opinions on the December 31, 2020, financial statements. 

 Report on internal control over financial reporting and on compliance and other matters based on 
an audit of the financial statements performed in accordance with Government Auditing 
Standards. 

 Report on compliance for each major federal award program; report on internal control over 
compliance; and report on schedule of expenditures of federal awards required by Uniform 
Guidance. 

 Issue communications required under auditing standards generally accepted in the United States 
of America to assist the Town Council in overseeing management’s financial reporting and 
disclosure process. 

This report also presents an overview of areas of audit emphasis, as well as future accounting standards 
and industry developments for governmental entities. 

This communication is intended solely for the information and use of management, the Honorable Mayor 
and Members of Town Council, and others within the Town and is not intended to be, and should not be, 
used by anyone other than these specified parties. 

Very truly yours, 

 
Marcella D. Ardan, CPA 
Managing Director 
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Summary of Our Audit Approach and Results 

Our Approach 

BKD’s audit approach focuses on areas of higher risk—the unique characteristics of the Town’s operating 
environment, the design effectiveness of your internal controls and your financial statement amounts and 
disclosures.  The objective is to express opinions on the conformity of your financial statements, in all 
material respects, with accounting principles generally accepted in the United States of America. 

Areas of Audit Emphasis 

The principal areas of audit emphasis and results were as follows: 

Opinion Unit Risk Area Results 

All  Management override of controls   No matters are reportable. 

All  Revenue recognition  Two passed entries relating to 
revenue recognition were 
proposed but were not recorded 
by management.  See Tab 1 for 
further information.  

All  Implementation of new accounting 
standards: GASB 84, Fiduciary Activities; 
GASB 88, Certain Disclosures Related to 
Debt including Direct Borrowing and Direct 
Placement; GASB 83, Certain Asset 
Retirement Obligations; GASB 97 
(paragraph 4 and 5), Certain Component 
Unit Criteria 

 Emphasis of Matter paragraph 
added to the opinions.  

All  Expenditures  No matters are reportable. 

Governmental and business-
type activities, major enterprise 
funds and other aggregate 
remaining funds 

 Capital assets  No matters are reportable. 

Governmental and business-
type activities, and major 
enterprise funds 

 Long-term debt  No matters are reportable. 

Single Audit  Compliance with requirements described in 
the U.S. Office of Management and Budget, 
Compliance Supplement for major federal 
awards programs 

 No matters are reportable. 
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Significant Estimates 
The preparation of the financial statements requires considerable judgment because some assets, deferred 
outflows of resources, liabilities, deferred inflows of resources, revenues and expenses are “estimated” 
based on management’s assumptions about future outcomes.  Estimates may be dependent on 
assumptions related to economic or environmental conditions, regulatory reform or changes in industry 
trends.   

Some estimates are inherently more difficult to evaluate and highly susceptible to variation because the 
assumptions relating to future outcomes have a higher degree of uncertainty.  To the extent future 
outcomes are different than expected, management’s estimates are adjusted in future periods, sometimes 
having a significant effect on subsequent period financial statements.  The following are considered to be 
significant estimates for the Town: 

 Valuation of investments 

 Useful lives of capital assets 

 Valuation of contributed capital 

 Net pension liabilities (assets) and related deferred outflows  
of resources and deferred inflows of resources 

 Claims incurred but not reported 

Opinions 

Unmodified, or “Clean,” Opinions Issued on Financial Statements 

We have issued unmodified opinions as to whether the financial statements of the Town, as of and for the 
year December 31, 2020, are fairly presented, in all material respects.  

Requirements Under OMB Uniform Guidance 

Our audit included reporting on major federal award programs and includes: 
 Schedule of Expenditures of Federal Awards 

 Report on Internal Control Over Financial Reporting and on Compliance and Other Matters 
Based on an Audit of the Financial Statements Performed in Accordance with Government 
Auditing Standards 

 Report on Compliance for the Major Federal Program; Report on Internal Control Over 
Compliance; and Report on Schedule of Expenditures of Federal Awards required by the Uniform 
Guidance  

 Schedule of Findings and Questioned Costs 

 Data Collection Form 
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Statement of Net Position as of December 31 

Governmental Activities 

 

 

Business-type Activities 
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Expenses and Program Revenues – Governmental Activities 
 
(in millions) 
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Expenses and Program Revenues – Business-type Activities 

2020 

 

 

2019 

 
 
Note: Community Center amounts include tax revenues reported in general revenues on the statement of 
activties. 
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Capital Assets – Net of Accumulated Depreciation (in thousands)  
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Capital Assets – Net of Accumulated Depreciation (in thousands) 

Business-type Activities  
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Outstanding Debt as of December 31 (in thousands) 

  
 

Outstanding Debt by Type as of December 31, 2020: 
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Total Governmental Funds Fund Balance Break-Out 
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Budget to Actual – General Fund Tax Revenue 

 

Single Audit Results 
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 2020 2019 

Number of Major 
Programs 

 One  One 

Programs Audited  Coronavirus Relief Fund  Highway Planning and 
Construction Cluster 

Number of Findings  Zero  Zero 

Classification of 
Findings 

Financial Statement Findings 

 None 

Federal Award Findings 

 None 

Financial Statement Findings 

 None 

Federal Award Findings 

 None 

Required Communications 
Generally accepted auditing standards require the auditor to provide to those charged with governance 
additional information regarding the scope and results of the audit that may assist you in overseeing 
management’s financial reporting and disclosure process.  Below, we summarize these required 
communications.  

Auditor’s Responsibility Under Auditing Standards Generally Accepted in the 
United States of America and the Standards Applicable to Financial Audits 
Contained in Government Auditing Standards Issued by the Comptroller General 
of the United States and U.S. Office of Management and Budget (OMB) Title 2 U.S. 
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance) 

An audit performed in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States and U.S. Office of Management and Budget 
(OMB) Uniform Guidance is designed to obtain reasonable, rather than absolute, assurance about the 
financial statements and about whether noncompliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect on a major 
federal program occurred.  In performing auditing procedures, we establish scopes of audit tests in 
relation to the opinion unit being audited.  Our engagement does not include a detailed audit of every 
transaction.  Our engagement letter more specifically describes our responsibilities. 

These standards require communication of significant matters related to the financial statement audit that 
are relevant to the responsibilities of those charged with governance in overseeing the financial reporting 
process.  Such matters are communicated in the remainder of this communication or have previously been 
communicated during other phases of the audit.  The standards do not require the auditor to design 
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procedures for the purpose of identifying other matters to be communicated with those charged with 
governance. 

An audit of the financial statements does not relieve management or those charged with governance of 
their responsibilities.  Our engagement letter more specifically describes your responsibilities. 

Area Comments 

Significant Accounting Policies 

Significant accounting policies are described in 
Note 1 of the financial statements. 

With respect to new accounting standards adopted during 
the year, unusual accounting policies or accounting 
methods used by the Town for unusual transactions, we call 
to your attention the following topics: 

 The Town adopted Governmental Accounting 
Standards Board (GASB) Statement No. 84, Fiduciary 
Activities; GASB Statement No. 88, Certain 
Disclosures Related to Debt including Direct 
Borrowing and Direct Placement; GASB Statement 
No. 83, Certain Asset Retirement Obligations; GASB 
Statement No. 97 (paragraph 4 and 5), Certain 
Component Unit Criteria; GASB 90, Majority Equity 
Interests. 

Alternative Accounting Treatments 

We had discussions with management regarding 
alternative accounting treatments within 
accounting principles generally accepted in the 
United States of America for policies and practices 
for material items, including recognition, 
measurement and disclosure considerations related 
to the accounting for specific transactions as well 
as general accounting policies listed in the 
adjacent comments section. 

 

 

 No matters are reportable. 

Management Judgments & 
Accounting Estimates 

Accounting estimates are an integral part of 
financial statement preparation by management, 
based on its judgments.  Areas involving 
significant areas of such estimates for which we 
are prepared to discuss management’s estimation 
process and our procedures for testing the 
reasonableness of those estimates are listed in the 
adjacent comments section. 

 
 
Please see page 3 for significant estimates utilized by the 
Town. 
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Area Comments 

Financial Statement Disclosures 

The areas listed in the adjacent comments section 
involve particularly sensitive financial statement 
disclosures for which we are prepared to discuss 
the issues involved and related judgments made in 
formulating those disclosures. 

 

 

 Subsequent events 

 Related-party transactions 

 Implementation of new GASB standards 

 Restatement due to a change in reporting entity 

 

Audit Adjustments 

During the course of any audit, an auditor may 
propose adjustments to financial statement 
amounts.  Management evaluates our proposals 
and records those adjustments that, in its 
judgment, are required to prevent the financial 
statements from being materially misstated.  Some 
adjustments proposed were not recorded because 
their aggregate effect is not currently material; 
however, they involve areas in which adjustments 
in the future could be material, individually or in 
the aggregate. 

Areas in which adjustments were proposed include: 

Proposed Audit Adjustments Recorded 

 Reclassification of accounts receivable to cash 

Proposed Audit Adjustments Not Recorded 

Tab 1 contains a summary of uncorrected misstatements we 
aggregated during the current engagement and pertaining to 
the latest period presented that were determined by 
management to be immaterial, both individually and in the 
aggregate, but more than trivial to the opinion unit as a 
whole. 

Auditor’s Judgments About the 
Quality of Town’s Accounting 
Policies 

During the course of the audit, we made 
observations regarding the Town’s application of 
accounting principles listed in the adjacent 
comments section. 

 The Town adopted Governmental Accounting 
Standards Board (GASB) Statement No. 84, Fiduciary 
Activities; GASB Statement No. 88, Certain 
Disclosures Related to Debt including Direct 
Borrowing and Direct Placement; GASB Statement 
No. 97 (paragraph 4 and 5), Certain Component Unit 
Criteria. 
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Area Comments 

Disagreements with Management 

Certain matters listed in the adjacent comments 
section involved disagreements which if not 
satisfactorily resolved would have caused a 
modified auditor’s opinion on the financial 
statements. 

 

 No matters are reportable. 

Consultation with Other Accountants 

During our audit we became aware that 
management had consulted with other accountants 
about auditing or accounting matters listed in the 
adjacent comments section. 

 

 

 The Plum Creek Water Reclamation Authority 
(PCWRA) and Miller’s Landing Business 
Improvement District (BID) are audited by Haynie & 
Company and the Castle Rock Downtown 
Development Authority (DDA) is audited by Marc 
James & Associates.  We placed reliance on their audit 
of the financial statements of PCWRA, BID, and DDA 
as of December 31, 2020 and for the year then ended. 

 

Significant Issues Discussed with 
Management 

Prior to Retention 

During our discussion with management prior to 
our engagement, issues regarding application of 
accounting principles or auditing standards were 
discussed and are listed in the adjacent comments 
section. 

During the Audit Process 

During the audit process, issues were discussed or 
were the subject of correspondence with 
management and are listed in the adjacent 
comments section. 

 
 
 
 
 

 No matters are reportable. 
 
 
 

 

 Various financial statement presentation items. 

 Impact of COVID-19. 
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Area Comments 

Difficulties Encountered in 
Performing the Audit 

Our audit requires cooperative effort between 
management and the audit team.  During our audit, 
we found significant difficulties in working 
effectively on the matters listed in the adjacent 
comments section. 

 No matters are reportable. 

 

Other Material Communications 

Other material communications between management and us related to the audit include: 

 Management representation letter (Tab 2) 

 We orally communicated to management other deficiencies in internal control identified during 
our audit that are not considered material weaknesses or significant deficiencies 

Future Accounting Pronouncements 
The following Government Accounting Standards Board pronouncements are effective for the Town in 
the indicated calendar year: 
 
Statement No. 87, Lease ................................................................................................................... 2022 
Statement No. 91, Conduit Debt Obligations ................................................................................... 2022 
Statement No. 92, Omnibus 2020 ..................................................................................................... 2022 
Statement No. 93, Replacement of Interbank Offered Rates ............................................................ 2021 
Statement No. 93, Replacement of Interbank Offered Rates  

(LIBOR removal and lease modifications) ................................................................................... 2022 
Statement No. 94, Public-Private Partnership ................................................................................. 2023 
Statement No. 96, Subscription-based Information Technology Arrangements ............................... 2023 
Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial  

Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans ..................... 2022 

Below is further explanation of standards which may have a significant impact on the Town in the next 
two years: 

GASB Statement No. 87, Leases 

In June 2017, GASB published Statement No. 87, Leases.  This Statement was the result of a multi-year 
project to reexamine the accounting and financial reporting for leases.  The new Statement establishes a 
single model for lease accounting based on the principle that leases represent the financing of the right to 
use an underlying asset.  Specifically, GASB 87 includes the following accounting guidance for lessees 
and lessors: 
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Lessee Accounting:  A lessee will recognize a liability measured at the present value of payments 
expected to be made for the lease term, and an intangible asset measured at the amount of the initial lease 
liability, plus any payments made to the lessor at or before the beginning of the lease and certain indirect 
costs.  A lessee will reduce the liability as payments are made and recognize an outflow of resources for 
interest on the liability.  The asset will be amortized by the lessee over the shorter of the lease term or the 
useful life of the asset.  

Lessor Accounting:  A lessor will recognize a receivable measured at the present value of the lease 
payments expected for the lease term and a deferred inflow of resources measured at the value of the lease 
receivable plus any payments received at or prior to the beginning of the lease that relate to future 
periods.  The lessor will reduce the receivable as payments are received and recognize an inflow of 
resources from the deferred inflow of resources in a systematic and rational manner over the term of the 
lease.  A lessor will not derecognize the asset underlying the lease.  There is an exception for regulated 
leases for which certain criteria are met, such as airport-aeronautical agreements. 

The lease term used to measure the asset or liability is based on the period in which the lessee has the 
noncancelable right to use the underlying asset.  The lease term also contemplates any lease extension or 
termination option that is reasonably certain of being exercised. 

GASB 87 does not apply to leases for intangible assets, biological assets (i.e. timber and living plants and 
animals), service concession agreements or leases in which the underlying asset is financed with conduit 
debt that is reported by the lessor.  Additionally, leases with a maximum possible term of 12 months or 
less are excluded. 

GASB 87 is effective for fiscal years beginning after June 15, 2021.  Early application is encouraged.  It 
is anticipated that leases would be recognized using the facts and circumstances in effect at the beginning 
of the period of implementation. 

GASB Statement No. 91, Conduit Debt Obligations 

The primary objectives of GASB 91 are to provide a single method of reporting conduit debt obligations 
by issuers and eliminate diversity in practice associated with (1) commitments extended by issuers, (2) 
arrangements associated with conduit debt obligations, and (3) related note disclosures.  GASB 91 
clarifies the existing definition of a conduit debt obligation; establishes that a conduit debt obligation is 
not a liability of the issuer; establishes standards for accounting and financial reporting of additional 
commitments and voluntary commitments extended by issuers and arrangements associated with conduit 
debt obligations; and improves required note disclosures. 

The requirements of GASB 91 are effective for reporting periods beginning after December 15, 2021.  
Earlier application is encouraged. 

 

* * * * * 

This communication is intended solely for the information and use of management, the Honorable Mayor 
and Members of Town Council, and federal awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties. 

 

May 27, 2021 








































