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CerTIFIED PuBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Southern Chaffee County Regional Library

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
and each major fund of the Southern Chaffee County Regional Library as of and for the year ended December 31,
2016, and the related notes to the financial statements, which collectively comprise the District’s basic financial

statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities and each major fund of the Southern
Chaffee County Regional Library, as of December 31, 2016, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Collice P. Blair, jr., CPA, CFE 105 S.E. Frontier, Suite A » Cedaredge, Colorado 81413 MEMBERS
Phone 970/856-7550 ® Fax 970/856-2122 Colorado Society CPA's
peteblaircpa@yahoo.com ] American Institute of CPA’s

Association of Certified
Fraud Examiners
Governmental Audit Quality Center

www.BandACPAS.com



Emphasis of Matter

As discussed in Note 9, the District reclassified the future projects fund from a special revenue fund to a capital
projects fund based on the definitional changes in Governmental Accounting Standards Board Statement No. 54.
Our opinion is not modified with respect to this matter,

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information on pages 3—10 and 28-29 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Southern Chaffee County Regional Library basic financial statements. The future projects fund and the
proprietary fund budget to actual is presented for purposes of additional analysis and is not a required part of the
basic financial statements.

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

Blair and Associates, P.C.

ﬁ/a—l/:) < 4768’62(@{.&0 pd_

Southern Chaffee County Regional Library, Colorado
June 15, 2017



Management’s Discussion and Analysis

As management of the Southern Chaffee County Regional Library (the “District”), we offer this narrative
overview and analysis of the financial activities of the Southern Chaffee County Regional Library for the
year ended December 31, 2016. We encourage the readers to consider this Management’s Discussion and
Analysis (MD&A) in conjunction with the District’s financial statements, which follow this MD&A.

Financial Highlights

e The District’s total assets exceeded its liabilities on December 31, 2016 by $3,122,629
(see Exhibit 1). This represented an increase of $135,156 from net position at December 31, 2015
(see Exhibit 2). This perspective on net position includes spendable resources as well as the
investment in buildings, collections and other capital assets of $995,404; funds of $199,899 that
can only be invested, and the earnings from those investments are available to the District for any
purpose; and emergency reserve of $23,900.

The District’s total liabilities increased $2,777 from the prior year as shown in Figure 2.

As of December 31, 2016, the District’s governmental funds reported combined ending fund
balances of $2,029,601, an increase of $182,508 in comparison to the prior year
(see Exhibits 3 and 4). The portion of the total fund balance for the General Fund that is unassigned
and available for spending at the District’s discretion is $421,587.

o  Within the District’s general operating fund, total actual revenues were $23,229 more than the 2016
final budget, while total actual expenditures were $111,900 less than the 2016 final budget (see
Exhibit 5).

Overview of the Financial Statements
The District’s basic financial statements consist of three components; 1) government-wide financial

statements, 2) fund financial statements and 3) notes to the financial statements. Figure 1 illustrates the
components of a typical annual financial report.

Required Components of Annual Financial Report
Figure 1
Management's Basic
Discussion and Financial
Analysis Statements
Government-wide Fund Notes lo the
Financial Financial Financial
Statements Statements Statements
Sunumnary — Detail




Basic Financial Statements

Government-wide Financial Statements:

The government-wide financial statements (Exhibits 1 and 2) provide both current and long-term
information about the District’s financial status. These financial statements present a broad overview of the
District’s finances, similar in format to financial statements of a private-sector business. The statement of
activities (Exhibit 2) reports changes in the District’s net position. This statement includes all of the
District’s revenues and expenses, regardless of when the cash is received or paid, as defined under the full
accrual accounting method.

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. Fund accounting is used to ensure and demonstrate
compliance with finance-related legal requirements. The fund financial statements focus on the activities
of the District’s individual governmental funds and are divided into two parts: 1) the “modified accrual
basis statements” (Exhibits 3 and 4) and the “budget basis statements” (Exhibits 5 thru 8).

Exhibits 3 and 4 focus on assets that can readily be converted into cash in the short term and liabilities that
will be settled in the short term. Governmental funds in the “modified accrual basis statements” are reported
using modified accrual accounting, which recognizes expenditures when the liability is incurred and
revenue when measurable and available. The modified accrual accounting method provides a short-term
spending focus, which helps the reader assess the amount of financial resources immediately available to
finance the District’s programs. The differences in accounting for financial information in the government-
wide statements (Exhibits 1 and 2) and the fund statements are illustrated by the reconciliations on Exhibits

2 through 4.

The annual budgets shown in the “budget basis statements” (Exhibits 5 thru 8) are prepared as described in
Note 1. These budgets are presented using the modified accrual basis of accounting for governmental funds
and working capital basis for enterprise funds.

The “budget basis statements” for the General Fund, Endowment Fund, Future Projects Fund and Rental
House Fund demonstrate how the District complied with the year’s approved budget. The “budget basis
statements” are presented using the same classifications as those used in the legal budget document.
Notes to the Basic Financial Statements:

Notes to the financial statements provide additional information that is essential to fully understanding the
financial statement data.

Government-Wide Financial Analysis

The SFate:ment of.Net Position and the Statement of Activities (Exhibits 1 and 2) present the District’s
financial information as a whole. Figures 2 and 3 provide summaries of these statements for 2016 and 2015.



The District's Net Position Figure 2

Current and other assets

Other assets

Capital assets, net of depreciation
Total assets

Short-term liabilities

Long-term liabilities
Total liabilities

Deferred inflow of resources

Net position;
Invested in capital assets, net of related debt
Restricted:
For emergency
For Endowment
Unrestricted
Total net position

Net Position:

Governmental Activities

Business-type Activities

2016 2015 2016 2015
$ 2,034,312 $ 1,853,879 $ 147,702 $ 137,955
726,204 707,538 - -
844,970 893,434 150,434 154,717
3,605,486 3,454,851 298,136 292,672
4,915 6,991 500 500
49,578 45,225 - -
54,493 52,216 500 500
726,000 707,334 - -
844,970 893,434 150,434 154,717
23,900 23,300 - -
199,899 199,899 - -
1,756,224 1,578,668 147,202 137,455
$ 2,824,993 $ 2,695,301 $ 297,636 § 292,172

The District’s assets exceeded its liabilities by $3,122,629 as of December 31, 2016, an increase
in the District’s net position of $135,156 during 2016 (see Figures 2 and 3). Of the net position,
$995,404 is invested in capital assets, which includes land, buildings, library materials, furniture
and equipment, less related debt. The District uses capital assets to provide services to patrons;
consequently, these assets are not available for future spending. The remaining portions of the
District’s net position are classified as either restricted or unrestricted. The restricted assets of
$199,899 are to be used for investments, and emergency reserve of $23,900. The remaining net
position is unrestricted assets of $1,903,426 which can be used for future operations.



The District's Changes in Net Position

Figure 3
Governmental Activities Business-Type Activities
2016 2015 2016 2015
Revenues:
General revenues:

Property taxes and other $ 795,895 $ 746,100 $ 5219 3 4,542
Other 59,069 62,886 245 71
Total revenues 854,964 808,986 5,464 4,613

Expenses:
Salaries and benefits 391,704 399,927 - -
Special events and programs 4239 3,386 - -
Library materials 31423 53,762 - -
General operating library materials 110,095 97,126 - -
Building operations and maintenance 53,462 58,279 - -
Depreciation expense 134,349 110,114 - -
Total expenses 725272 722,594 - -
Increase in net position 129,692 86,392 5,464 4613
Net position, January 1 2,695,301 2,608,909 292,172 287,559
Net position, December 31 $ 2,824,993 $ 2,695,301 $ 297,636 $ 202172

The District receives 93 percent of its funding from property tax revenues. Salaries and benefits
represent 54 percent of the District’s total expenditures. Under the method of accounting used for
the government-wide financial statements, library books and other collections are capitalized as
assets and depreciated over their estimated useful lives. Consequently, most of the year’s
expenditures for books and collections are not included in the “library materials” expense shown
in Figure 3.



Fund Financial Analysis
“Modified Accrual Basis Statement” Analysis (Exhibits 3 and 4):

The General Fund is the chief operating fund of the District. At the end of the calendar year
2016, the fund balance of the General Fund is $1,246,983 Also, $23,900 are reserved for
emergency under Tabor. The remaining unassigned fund balance of $1,223,083 is available
for future spending.

On December 31, 2016, the District reported a combined fund balance for its governmental
funds of $2,029,601 (see Exhibit 3). Of this amount, the Endowment Fund balance consists of
$330,585; $199,899 is restricted for investment, while the earnings on the investments are
available to the District and are unrestricted. Per board policy, the remaining balance stays in
the fund with no restrictions and at year end, interest accrued on all monies will transferred to
the Future Projects Fund. The Future Projects Fund balance of $1,181,137 is committed for
the future project expenditures.

The General Fund balance increased in 2016 mainly due to increase in property taxes and other
tax revenues (see Exhibit 4).

The charts in Figures 4 and 5 represent only the General Fund’s revenues and expenditures.

General Fund Revenues
Figure 4

Revenues

$28,141
$13,042

® Property taxes and other
m Operating grants and

contributions

& Other

$795,895




General Fund Expenditures
Figure 5

Expenditures

$53,462

|

$110,095

~

m Salaries and fringe benefits
m Library materials
$4,239 u Special events and programs
w General Operating

» Building operations and maintenance

$117,309

$387,351




Capital Asset Discussion

The District’s investment in capital assets as of December 31, 2016, totals $844,970, net of accumulated
depreciation (see Figure 6). These assets include buildings, land, furniture, equipment, books, and audio
visual equipment. Additional information on the District’s capital assets can be found in Note 4 of the
financial statements.

Major capital asset transactions during the calendar year include the following:

Books and audio visual devices $ 85,886
Capital Assets
Figure 6

2016 2015
Land $ 1,958 $ 1,958
Building 566,409 593,376
Furniture and equipment 2,375 3,167
Books and audio visual devices 274228 294933
Total capital assets $ 844970 $ 893434




Economic Factors and Next Year’s Budget

For the fiscal year 2017 budget, the total mill levy is 3.5 mills. The mill levy for the fiscal year 2016 was
also 3.5 mills.

Highlights:

¢ The Southern Chaffee County Library District’s financial status continues to be strong.

¢ The District’s General Fund balance beginning January 1, 2017 provides the ability to support the
economic outlook for future considerations in sustaining materials, programming and capital
improvements.

¢ In the short term, the District enjoys a margin within its mill levy revenue, plus fund balances,
which can be used to maintain the current levels of service for a number of years, as well as to seed
a possible building project, if necessary.

Our continued partnership in library consortiums allows the District to continue to provide access to an
extended amount of materials. The discussion to enlarge the library, to include a programs meeting space
has continued to be discussed and a push from the community. The library often fills with people, and the
need for more sitting area space will continue to be monitored.

The library use has continued to grow, both in person and online. This is due to easy accessibility of services
and programs. Our main focus continues to be: providing excellent customer service, maintaining a variety
of materials and formats, and meeting the needs and demands of the Salida Regional Library patrons.

Request for Information

The Financial Report is designed to provide a general overview of the District’s finances, compliance with
finance related laws and regulations, and demonstrate the District’s commitment to public accountability.
If you have any questions about this report, or would like to request additional information contact the
Salida Regional Library Director at 405 E Street Salida, CO 81201.
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Exhibit 1

Southern Chaffee County Regional Library District
Statement of Net Position
December 31, 2016

Governmental Business-type
Activities Activities Total
ASSETS
Cash and investments $ 2,034312 $ 147,702  § 2,182,014
Taxes and other receivables 726,204 - 726,204
Total current assets 2,760,516 147,702 2,908,218
Net capital assets 844,970 150,434 995,404
TOTAL ASSETS $ 3,605,486 $ 298,136  $ 3,903,622
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION
LIABILITIES
Accounts payable $ 4915 §% 500 $ 5,415
Total current liabilities 4,915 500 5,415
LONG-TERM LIABILITIES
Compensated absences 49,578 - 49,578
TOTAL LIABILITIES 54,493 500 54,993
DEFERRED INFLOWS OF RESOURCES
Deferred property tax revenue 726,000 - 726,000
NET POSITION
Net Investment in capital assets 844,970 150,434 995,404
Restricted for:
Emergencies 23,900 - 23,900
Endowment 199,899 - 199,899
Unrestricted 1,756,224 147,202 1,903,426
TOTAL NET POSITION $ 2,824993 § 297,636 $ 3,122,629

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library District

Statement of Activities

For the Year Ended December 31, 2016

Exhibit 2

Functions/Programs
Governmental activities
Salaries and fringe benefits
Library materials
Special events and programs
General operating
Building operations and maintenance
Depreciation
Total governmental activities

Business-type activities
Total primary government
General revenues
Taxes
Other income
Total general revenues
Change in net position
Net position - Beginning of year

Net position - End of year

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

Governmental Business-type
Activities Activities Total

$ (391,704) $ - 3 (391,704)
(31,423) - (31,423)
(4,239) - (4,239)
(110,095) - (110,095)
(53,462) - (53,462)
(134,349) - (134,349)
(725,272) - (725,272)

- 5,219 5,219
(725,272) 5,219 (720,053)

795,895 - 795,895

59,069 245 59,314

854,964 245 855,209

129,692 5,464 135,156

2,695,301 292,172 2,987,473

$ 2,824,993 § 297,636 $ 3,122,629

12



Exhibit 3

Southern Chaffee County Regional Library District
Balance Sheet - Governmental Funds

December 31, 2016
Major Funds
General Future
Fund Endowment Projects Total
Assets
Cash and Investments $ 450,198 $ 402,977 $ 1,181,137 $ 2,034312
Receivables:
Taxes 726,000 - - 726,000
Other 204 - - 204
Total assets $ 1,176,402 $ 402,977 $ 1,181,137 $ 2,760,516
Liabilities and fund equity
Liabilities
Accounts payable $ 4915 $ - $ - $ 4,915
Total liabilities 4,915 - - 4,915
Deferred Inflows of Resources
Deferred property tax revenue 726,000 - - 726,000
Fund Balances
Nonspendable - 199,899 - 199,899
Restricted
Reserve for emergency 23,900 - - 23,900
Committed
Capital expenditures - - 1,181,137 1,181,137
Unassigned 421,587 203,078 - 624,665
Total fund equity 445,487 402,977 1,181,137 2,029,601
Total liabilities and fund balances $ 1,176,402 $ 402,977 $1,181,137 $ 2,760,516

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

13



Exhibit 3
(continued)

Southern Chaffee County Regional Library District
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position
December 31, 2016

Total fund balance for governmental funds $ 2,029,601

Total net assets reported for governmental activities in the Statement of Net
Position is difference because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. Those assets consist of:
Land $ 1,958
Building 1,262,161
Furniture and equipment 184,757
Books and audio-visual devices 562,405
Less accumulated depreciation (1,166,311)
Total capital assets 844,970

Long-term liabilities are not due and payable in the current period and
accordingly are not reported in the funds. Other related amounts include debt
issuance costs, bond interest payable, unamortized bond premium and
unamortized deferred amount of refunding.
Compensated absences (49,578)
Total long-term liabilities (49,578)

Total net position of governmental activities $ 2,824,993

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library District

Statement of Revenues, Expenditures and

Changes in Fund Balance - Governmental Funds

For the year ended December 31, 2016

Exhibit 4

Revenues
Property taxes and other
Grants and donations
Other

Total revenues

Expenditures
Current:
Program services:
Salaries and fringe benefits
Library materials
Special events and programs
General operating
Building operations and maintenance
Total expenditures

Net change in fund balance
Fund balance, January 1
Fund Balance, December 31

General Future

Fund Endowment Projects 2016
$ 795,895 $ - $ - $ 795895
13,042 - - 13,042
28,141 3,965 13,921 46,027
837,078 3,965 13,921 854,964
387,351 - - 387,351
117,309 - - 117,309
4,239 - - 4,239
110,095 - - 110,095
53,462 - - 53,462
672,456 - - 672,456
164,622 3,965 13,921 182,508
280,865 399,012 1,167,216 1,847,093
$ 445,487 $ 402,977 $ 1,181,137 $ 2,029,601

The accompanying notes are an integral part of the financial statements.
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Exhibit 4
(continued)

Southern Chaffee County Regional Library District
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balance to the Statement of Activities
For the year ended December 31, 2016

Net change in fund balance for governmental funds $ 182,508

The change in net position reported for governmental activities is the statement of
activities is different because:

Governmental funds report capital outlay 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 depreciation was less
than capital outlay in the current period.
Depreciation expense $ (134,349)
Capital outlay 85,886
(48,463)

Under the modified accrual basis of accounting used in the governmental funds,
expenditures are not recognized for transactions that are not normally paid with
expendable available financial resources and revenues are not recognized until they
become both measurable and available. In the Statement of Activities however, which
is presented on the accrual basis revenues are recognized when earned and expenses
and liabilities are reported regardless of when financial resources are available. In
addition, interest and amortization on long-term debt is not recognized under the
modified accrual basis of accounting until due, rather than as it accrues. This
adjustment combines the net changes of these balances.

Compensated absences (4,353)
(4,353)

Change in net position of governmental activities $ 129,692

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library District
Statement of Net Position - Proprietary Fund

December 31, 2016
Rental House
Fund
ASSETS
Current assets
Cash and investments $ 147,702
Capital assets, net of accumulated depreciation 150,434
TOTAL ASSETS $ 298,136
LIABILITIES AND NET POSITION
Current liabilities
Tenant deposits $ 500
NET POSITION
Investment in capital assets, net of related debt 150,434
Unrestricted 147,202
TOTAL NET POSITION $ 297,636

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library District
Statement of Revenues, Expenditures and
Changes in Net Position - Proprietary Fund
For the Year Ended December 31, 2016

Rental House

Fund
Operating revenues
Charges for services:
Rent $ 10,200
Operating expenses
Insurance 698
Depreciation 4,283
Total operating expenses 4,981
Operating income 5,219
Non-operating income
Interest 245
Net income 5,464
Net position - Beginning of the year 292,172
Net position - End of the year $ 297,636

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library District
Statement of Cash Flows - Proprietary Fund
For the Year Ended December 31, 2016

Rental House

Fund
Cash flows from operating activities:
Cash received from tenants $ 10,200
Cash paid to suppliers and employees 698
Net cash provided by operating activities 9,502
Cash flows from noncapital financing activities:
Interest 245
Net increase (decrease) in cash 9,747
Cash - Beginning of the year 137,955
Cash - Ending of the year $ 147,702
Reconciliation of operating income to cash flows from operating activities:
Operating income $ 5,219
Adjustments to reconcile operating income to cash flows from operating activities:
Depreciation 4,283
Cash flows from operating activities $ 9,502

The accompanying notes are an integral part of the financial statements.
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Southern Chaffee County Regional Library
Notes to the Financial Statements
December 31, 2016

Note 1 - Summary of Significant Accounting Policies

A.

The Financial Reporting Entity

The Southern Chaffee County Regional Library is incorporated as a library district under the
laws of the State of Colorado and is governed by a five person board appointed in accordance
with CRS 24-90-108(2)(c). The financial statements of the District have been prepared in
conformity with generally accepted accounting principles (GAAP) as applicable to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The financial statements of the District consist only of the funds and account
groups of the District, a stand-alone government. Based on criteria set forth by GASB, there
are no component units for which the District is financially accountable. The more significant
of the District's accounting principles are described below.

Basis of Presentation, Basis of Accounting

Government-wide Statements: The statement of net position and the statement of activities
display information about all of the activities of the District. These statements include the
financial activities of the overall government, except for fiduciary activities. These statements
distinguish between the governmental and business-type activities. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to
external parties.

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the District's governmental activities. Direct expenses are those
that are specifically associated with a program or function and, therefore, are clearly
identifiable to a particular function. Program revenues include (a) fees, fines and charges paid
by the recipients of goods or services offered by the programs and (b) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues.

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

Fund Financial Statements: The fund financial statements provide information about the
District's funds. The emphasis of fund financial statements is on major governmental funds.

The District reports the following major governmental funds:

General Fund - This is the District's primary operating fund. It accounts for all financial

resources of the general government, except those required to be accounted for in another
fund.

20



Southern Chaffee County Regional Library
Notes to the Financial Statements
December 31, 2016

Note 1 - Summary of Significant Accounting Policies-(continued)

B.

Basis of Presentation, Basis of Accounting-(continued)

Endowment Fund - The Endowment Fund is used to account for contributions wherein the
principal amount of the gift is restricted and only the earnings from investments are available
for future operating or capital expenditures.

Future Projects Fund -The Future Projects Fund is used to account for the accumulation of
resources for approved future project expenditures.

The District reports the following major business-type activity fund:
Rental House Fund - The Rental House Fund is used to account for District’s Rental Unit.

Measurement Focus, Basis of Accounting
Government-wide Financial Statements

The government-wide fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flows take place. Nonexchange transactions, in which the District gives (or receives)
value without directly receiving (or giving) equal value in exchanges, include property and
specific ownership taxes, grants, entitlements, and donations. On an accrual basis, revenue
from property taxes is recognized in the period for which the taxes are levied. Revenue from
grants, entitlements, and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements

Governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental
funds to be available if the revenues are collected within sixty days after year-end. Property
taxes, specific ownership taxes, grants, and interest are considered to be susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on general long-term debt, claims and judgments and compensated absences, which
are recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of
specific cost-reimbursement grants and general revenues. Thus, when program expenses are
incurred, there are both restricted and unrestricted net assets available to finance the program,
It is the District's practice to first apply cost-reimbursement grant resources to such programs,
followed by general revenues.
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Notes to the Financial Statements
December 31, 2016

Note 1 - Summary of Significant Accounting Policies-(continued)

C.

Measurement Focus, Basis of Accounting-(continued)

The accrual basis of accounting is utilized by the enterprise funds. Under this method,
revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred.

Deferred Outflows / Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section of
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and will
not recognize as an outflow of resources (expense/ expenditure) until then.

In addition to liabilities, the statement of net position will sometimes report a separate section
of deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and will
not be recognize as an inflow of resources (revenue) until that time. Property taxes revenue
that are related to a future period have been recorded as deferred inflows. Grants and
entitlements received before eligibility requirements are met (e.g., cash advances) are recorded
as deferred inflows. These amounts are deferred and will be recognized as an inflow of
resources in the period that the amounts become available.

Assets, Liabilities, and Equity

Cash and cash equivalents- The District considers all cash on hand, demand deposits and
short-term highly liquid investments with an original maturity of three months or less to be
cash equivalents

Property taxes- Property taxes are levied on December 22 and attach as a lien on property the
following January 1. They are payable in full by April 30 or in two equal installments due
February 28 and June 15. Property taxes levied in the current year and collected in the
following year are reported as a deferred inflow of resources at December 31, net of an
estimated uncollectible portion.

Allowance for doubtful accounts- The District considers all accounts receivable to be
collectible and, accordingly, provides no allowance for doubtful accounts.

Capital assets- Purchased or constructed capital assets are reported at cost or estimated
historical cost. Donated fixed assets are recorded at their estimated fair value at the date of
donation. The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend assets' lives are not capitalized.
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Note 1 - Summary of Significant Accounting Policies-(continued)

D.

Assets, Liabilities, and Equity-(continued)
Capital assets-(continued)

Depreciation is calculated using the straight-line method over the estimated useful lives.
Capital assets acquired by capital lease are depreciated over the estimated useful lives and are
included in depreciation expense. The estimated useful lives are as follows:

Furniture and equipment 3 -10 years
Books and audio-visual devices 5 years
Buildings 50 years

Compensated absences- Compensated absences arise from policies concerning vacation and sick
leave. Vacation leave accumulates at specified rates for employees with over one year of full-time
employment and the maximum vacation leave will be capped according to the employee manual.
Any unused or accrued capped amount will be paid at 100% upon retirement or termination. Sick
leave accumulates at specified rates for permanent employees, and up to 60 days of unused sick pay
is payable upon termination

It is the District's policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. In the government-wide statements, vacation and sick pay is accrued when incurred
and reported as a liability of the governmental and business type activities. In the governmental
funds, vacation and sick pay that is expected to be liquidated with expendable, available financial
resources is reported as an expenditure and a liability by the fund that will pay for it. Amounts not
expected to be liquidated with expendable, available financial resources are not reported as
expenditures.

Fund equity- Beginning with fiscal year 2011, The District implemented GASB 54 “Fund Balance

Reporting and Governmental Fund Type Definitions”. This statement provides more clearly

defined fund balance categories to make the nature and extent of the constraints placed on a

government’s fund balance more transparent. The following classifications describe the relative

strength of the spending constraints placed on the purposes for which resources can be used.
Fund balances- The District classifies governmental fund balances as follows:

e  Non-spendable- includes fund balance amounts that cannot be spent either because it is
not in spendable form or because of legal or contractual requirements.

e  Restricted-includes fund balance amounts that are constrained for specific purposes
which are externally imposed by providers, such as creditors or amounts constrained
due to constitutional provisions or enabling legislation.

e Committed-includes fund balance amounts that are constrained for specific purposes
that are internally imposed by the government through formal action of the highest
level of decision making authority which is the Board of Directors.

e  Assigned-includes spendable fund balance amounts that are intended to be used for
specific purposes that are neither consider restricted or committed. Fund balance may
be assigned by the Board of Directors or its management designee.

¢  Unassigned-includes residual positive fund balance within the General Fund which has
not been classified within the other above mentioned categories. Unassigned fund
balance may also include negative balances for any governmental fund if expenditures
exceed amounts restricted, committed, or assigned for those specific purposes.
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Note 1 - Summary of Significant Accounting Policies-(continued)

D.

E.

Assets, Liabilities, and Equity-(continued)

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the District considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
available, the District considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the District has provided
otherwise in its commitment or assignment actions.

Budget and Budgetary Accounting

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

1. Budgets are required by state law for all governmental and enterprise funds.

2. During September the proposed budget is submitted to the Board of Trustees for the fiscal
year commencing the following January 1.

3. Prior to December 15, the budget is adopted and appropriations are authorized by
resolution at the fund level for all funds. The legal level of budgeting control is at the
individual fund level for all funds

4. Budgets are adopted on a basis consistent with the accounting basis of all funds, except that
book donations and advance refunding are not budgeted.

5. Expenditures may not legally exceed appropriations at the fund level. The Board of
Trustees may increase or decrease the budget and appropriations during the year within
restrictions imposed by the District and laws of the State of Colorado. Budget amounts
included in the financial statements are based on the final, legally amended budget.

6. Appropriations lapse at the end of the year, and the Board of Trustees may adopt
supplemental appropriations during the year. For 2016, supplemental appropriations were
not adopted.

Note 2 - Deposits with Financial Institutions and Investments

Deposits

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
regulators. Amounts on deposit in excess of federal insurance levels must be collateralized.
The eligible collateral is determined by the PDPA. PDPA allows the institution to create a
single collateral pool for all public funds. The pool is to be maintained by another institution or
held in trust for all the uninsured public deposits as a group. The market value of the collateral
must at least be equal to the aggregate uninsured deposits.
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Note 2 -Deposits with Financial Institutions and Investments-(continued)
Custodial Credit: Risks -Deposits

Custodial credit risk is the risk that in the event of a bank failure, the District's deposits may not be
returned to it. As of December 31, 2016, the District's bank balances of $559,981 were insured

under FDIC.

Investments

At December 31, 2016 the District had the following investments:

Rating Fair Value
ColoTrust Plus Aaa $ 309,221
Sigma Financial Corporation
Certificate of Deposits FDIC $ 454562
Federal Home Loan Mortgage AA+ 99,520
Money market account Unrated 728,402
Total $ 1,282,484

Interest rate risk - The District does have a formal policy limiting investment maturities, which
helps manage its exposure to fair value losses from increasing interest rates.

Credit risk- Colorado statutes specify investment instruments meeting defined rating and risk
criteria in which local government entities may invest including obligations of the United States
and certain U.S. government agency securities; certain international agency securities; general
obligation and revenue bonds of U.S. local government entities; bankers' acceptances of certain
banks; commercial paper; local government investment pools; written repurchase agreements
collateralized by certain authorized securities; certain money market funds; and guaranteed
investment contracts. The District's general investment policy is to apply the prudent-person rule:
Prudence and protection of District funds are the primary criteria. All investments and bid requests
for investments are predicated on liquidity, yield, safety and interest of the local economy. As of
December 31, 2015, the District's investment in ColoTrust Plus, a 2a7-like investment pool, was
rated AAA/V by Standard & Poor's, Aaa by Moody's Investors Service and AAA/V-1 by Fitch
Ratings.

Concentration of credit risk- Investments must be in accordance with Colorado statutes and will
be diversified. All of the District’s investments are in ColoTrust and U.S. government agency
securities.

Note 3 -Participation in Public Entity Risk Pool

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The District has
commercial insurance that covers the buildings, boiler, workers compensation, rental insurance,
employee health and accident and liability for director and District.
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Note 4 -Capital Assets

Capital asset activity for the year ended December 31, 2016 was as follows:

Beginning Ending
Balance Increases Decreases Balances
Governmental activities:
Capital assets not being depreciated:
Land $ 1,958 $ - $ - $ 1,958
Capital assets being depreciated:
Building 1,262,161 - - 1,262,161
Furniture and equipment 184,757 - - 184,757
Books and audio visual devices 842,538 85,886 (366,019) 562,405
Total capital assets being depreciated 2,289.456 85,886 (366,019) 2,009,323
Less accumulated depreciation for:
Building (668,785) (26,967) - (695,752)
Furniture and equipment (181,590) (792) - (182,382)
Books and audio visual devices (547,605) (106,591) 366,019 (288,177)
Total accumulated depreciation (1,397,980) (134,350) 366,019 (1,166,311)
Total Capital assets being depreciated, ne 891,476 (48,464) - 843,012
Governmental activity capital assets, net _$  893.434 $ (48464 § - $ 844970

Depreciation expense was charged to functions/programs of the District as follows:

Governmental activities
Culture and recreation $ 134,349

Beginning Ending
Balance Increases Decreases Balances

Business-type activities:
Capital assets not being depreciated:

Land $ 45294 % - $ - $ 45,294
Capital assets being depreciated:
Building 171,324 - - 171,324
Less accumulated depreciation for:
Building (61,901) (4,283) - (66,184)
Total Capital assets being depreciated, ne 109,423 (4,283) - 105,140
Governmental activity capital assets,net $ 154,717 § (4283) §$ - $ 150434

Note 5 - Retirement Plans

Defined Contribution Plan

The District has a defined contribution plan for its employees which is administered by
Colorado County Officials and Employees Retirement Association (CCOERA). In a defined
contribution plan, benefits depend solely on amounts contributed to the plan, plus investment
earnings.
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Note 5 - Retirement Plans-(continued)

Full time/Salaried employees are eligible to participate six months from the date of employment.
Both the employees and the District make a basic contribution up to 6% of the employee's salary.

Employees may make additional voluntary contributions not to exceed 10% of compensations.
Participants vest in employer contributions and in earnings, losses and changes in fair market value
of Plan assets at a rate of 20% per year. Any nonvested District contributions forfeited by an
employee who leaves the District's employment are remitted to the District.

The District's total payroll in 2016 was $330,930. The total payroll covered by the plan was
$137,585. A contribution of $16,510 was made to the plan in 2016. This contribution consisted of
the District's contribution of $8,255 and the employee's contributions of $8,255, which is 6.1% of
the covered payroll per group of contributor.

Note 6 -Tax, Spending and Debt Limitations

The State Constitution, Article X, Section 20, has several limitations regarding revenue raising,
spending abilities, and other specific requirements of state and local governments. The Section is
complex and subject to judicial interpretations. In 2000, the District obtained voter approval on the

ballot to the following:

Without changing current mill levy and property tax limits, shall the Southem Chaffee County
Regional Library (Salida Regional Library) be authorized to collect, retain and expend all revenues
received from any source, commencing January 1 , 1999, and for each year thereafter, to constitute a
voter-approved revenue change under Article X, Section 20 of the Colorado Constitution(TABOR).

District management believes the District is in compliance with the requirements of the Section.
However, District management has made certain interpretations of the Section's language in order to
determine its compliance. The emergency reserves required under the Section have been funded.

Note 7 -Contingent Liabilities

Under the terms of federal and state grants, costs may be questioned as not being appropriate
expenses which could lead to reimbursement to the grantor agencies. District management is not
aware of any such expenses which would not be allowed.

Note 8 -Endowment Funds

The District has endowment funds where the principal is restricted for a certain purpose and the
interest can be used to help support the library. As of December 31, 2016 the principal that is
restricted is $199,899.

Note 9 -Change in Accounting Principle and Restated Fund Balances

During the year ended December 31, 2016, the District reclassified the Future Projects Fund from a
special revenue fund to a capital projects fund to better align with the fund definitions in GASB No.
54. There is no effect on net assets or fund balance as a result of this change. Also, the General Fund
and Future Projects Fund were restated for a transfer that was supposed to be made in 2015 of
$801,496 going from the General Fund to the Future Projects Fund.
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Exhibit 5

Revenues
Property taxes and other
Grants and donations
Other

Total revenues

Expenditures
Current
Culture and recreation

Salaries and benefits
Treasurer's fees
Office supplies
Library materials
Recordings materials
Auditing fees
Telephone and telecom
Postage
Utilities
Insurance
Accounting fees
Janitorial fees and supplies
Repair and maintenance
Dues and meetings
Equipment, facilities and furnishings
Electronic subscriptions
Courier service
Programs
Marmot
Legal
Miscellaneous
Contingency

Total expenditures

Excess (Deficiency) of revenues
over expenditures

Fund balance, January 1

Fund balance, December 31

2016
Variance
Original and Favorable
Final Budget Actual (Unfavorable)
$ 778,834 $ 795,895 $ 17,061
11,500 13,042 1,542
28,015 28,141 126
818,349 837,078 18,729
412,302 387,351 24,951
21,220 21,425 (205)
17,000 14,024 2,976
88,500 62,968 25,532
69,500 42,373 27,127
4,000 3,850 150
4,200 4,895 (695)
3,500 2,788 712
14,100 12,332 1,768
10,200 10,013 187
500 125 375
20,000 19,623 377
12,000 6,912 5,088
5,000 6,366 (1,366)
17,978 14,595 3,383
15,000 11,968 3,032
13,500 16,395 (2,895)
4,530 4,239 291
24,020 18,378 5,642
1,000 284 716
6,306 11,552 (5,246)
20,000 - 20,000
784,356 672,456 111,900
33,993 164,622 130,629
281,818 280,865 (953)
$ 315,811 $ 445,487 $ 129,676
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Exhibit 6

2016
Variance
Original and Favorable
Revenues Final Budget Actual (Unfavorable)
Miscellaneous
Interest income $ 3,700 $ 3,965 $ 265
Total revenues 3,700 3,965 265
Expenditures
Current
Miscellaneous - - -
Total expenditures - - -
Net change in fund balance 3,700 3,965 265
Fund balance, January 1 332,792 399,012 66,220
Fund balance, December 31 $ 336,492 $ 402,977 $ 66,485
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Budget Comparison Schedule - Future Projects Fund
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Exhibit 7

Revenues
Gain on Investments
Interest Income
Total revenues

Expenditures
Miscellaneous
Total expenditures

Excess (deficiency) of revenues

over expenditures
Fund balance, January 1

Fund balance, December 31

2016
Variance
Original and Favorable
Final Budget Actual (Unfavorable)
$ - $ 5,894 $ 5,894
13,369 8,027 (5,342)
13,369 13,921 5,894
13,369 13,921 5,894
1,338,937 1,167,216 (171,721)
$ 1,352,306 $ 1,181,137 $ (165,827)
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Budget Comparison Schedule - Rental House Fund
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Operating Revenues
Rents
Total operating revenues
Expenditures
Repairs and maintenance
Insurance
Contingency

Total operating expenditures

Excess (deficiency) of revenues
over expenditures

Other income (expenses)
Interest income

Net income-budgetary basis

GAAP Basis Adjustments (depreciation)
Net income

Net Position Beginning

Net Position Ending

31

2016
Variance
Original and Favorable
Final Budget Actual (Unfavorable)
$ 10,200 $ 10,200 $ -
10,200 10,200 -
300 - 300
700 698 2
21,000 - 21,000
22,000 698 21,302
(11,800) 9,502 21,302
60 245 185
$ (11,740) 9,747 $ 21,487
(4,283)
5,464
292,172
$ 297,636



