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INDEPENDENT AUDITOR’S REPORT



DONALD R. MORELAND & ASSOCIATES, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Trustees

Montrose Regional Library District
320 South Second

Montrose, Colorado 81401

We have audited the accompanying financial statements of the govermmental activities
and the major fund of the Montrose Regicnal Library District, as of and for the year
ended December 31, 2017, which collectively comprise the District’s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the District's management. Our responsibility is to express cpinions
on these financial statements based on our audit.

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 2merica; 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 errcr.

Auditor’s Respeonsibility

Cur responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits 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 invclves 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 contrel relevant to +the District’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstatices, but not for the purpose of
expressing an opinion on the effectiveness of the District’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 presentatiocn
of the financial statements.

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

Telephone (970} 249-3424 Facsimile {970) 249-3425
1675 East Niagara Road * Montrose, Colorado 81401



DONALD R. MORELAND & ASSOCIATES, P.C. CERTIFIED PUBLIC ACOUNTANTS

Becard of Directors
Montrose Regional Library District
Page Two

Opinicn

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the respective financial position of the govermmental activities,
the major fund of the Montrose Regional Library District, as of December 31, 2017, and
the respective changes in financial position thereof for the year then ended in

conformity with accounting principles generally accepted in the United States of
America.

Other—Matters

Accounting principles generally accepted in the United States of America regquire that
the management’s discussion and analysis and budgetary comparison information on pages
3 through 7 and pages 24 through 25 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, whe considers it to be an
essential part of fingncial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain
limited procedures to the regquired supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted
of inquiries of menagement abcut 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.

Lonadl A Doelas S "’dmaﬁép/ /C.

Montrose, Cclorado
June 18, 2018
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MANAGEMENT 'S DISCUSSION AND ANATYSIS

As management of Montrose Regional Library District {the "District"), we offer
readers of the financial statements this narrative overview and analysis of the
financial activities of the District for the year ended December 31, 2017.

Financial highlights:

®* The assets of the District exceeded its liabilities and deferred inflows
of resources at the close of its most recent year by $5,739,433 (net
position). Of this amount, $1,049,315 (unrestricted net position) may be
used to meet the District's ongoing obligations to citizens and
craditors. At the close of the prior year, the District's net position
and unrestricted net position were $5,634,361 and $791,017, respectively.

e As of the close of the current fiscal year, the District's govermmental
funds reported an ending fund balance cof $1,177,150, an increase of
$255,069 from the prior year. BAs of the close of the prior fiscal year,

the District's governmental funds reported an ending fund balance of
£922,081.

*+ At the end of the current fiscal year, unassigned fund balance for the
general fund was $953,150, or 45% of total general fund expenditures. At
the end of the prior year, the unassigned fund balance for the general
fund was $6%8,081 or 37% of total general fund expenditures.

Overview of the Financial Statements

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

also contains other supplementary infeormation in addition to the basic
financial statements themselves.

Government~Wide Financial Statements

The government-wide financlal statements are designed to provide readers with a
broad overview of the District’'s finances, in a manner similar to a private-
sector business.

The statement of net position presents information on all of the District’s
assets and liabilities and deferred inflows of resources, with the difference
between the two reported as net position. Owver time, increases or decreases in
net pcsition may serve as a useful indicator of whether the financial position
of the District is improving or deteriorating.

The statement of activities presents information showing how the District’s net

position changed during the most recent fiscal vyear. A1l changes in net
position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and

expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., accounts receivable and payable).

Both of the govermment-wide financial statements distinguish functions of the
District that are principally supported by general property and specific
ownarship taxes, operatiocn revenue, contributions and intergovernmental
revenues. The governmental activities of the District include library and
supporting services.



The government-wide financial statements can be found on pages B and 9 of this
report.

Fund Financiz) Statements

& fund is a grouping of related accounts that is used to maintain contreol over
resources that have besen segregated for specific activities or objectives. The
District, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The
District only has ons governmental fund.

Governmental funds. Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide
financial statements. - However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable rescurces, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be
useful in evaluating the District’s near-term financing requirements.

Because the focus of governmental funds 4is narrower than that of the
government-wide financial statements, it is useful to compare the information
presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the District’s near-
term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The District adopts an annual budget for all funds. A budgetary comparison

statement has been provided for the general fund to demonstrate compliance with
the budget.

The basic governmental fund financial statements can be found on pages 10
through 13 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full
understanding of the data provided in the govermment-wide and fund financial
statements. The notes to the financial statements can be found on pages 14
through 23 of the report.

Other Information

In addition to the basic financial statements and accompanying notes, this
report alsc presents certain required supplementary information concerning the
District’'s budgetary comparisons for the general fund. Required supplementary
information can ke found on page 24 threough 25 of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the
District's financial positicn. In the case of the District, assets exceeded
liabilities by $5,739,433 at the close of the most recent fiscal year.

A large portion of the District’s net position (80 percent) reflects its
investment in capital assets (e.g., buildings, equipment and books). The
District uses these capital assets to provide library services; consequently,
these assets are not available for future spending.

4



MONTROSE REGICHAL LIBRARY DISTRICT NET POSITION

CURRENT PRICR
YEAR YEAR
Current and other assets $3,229,904 2,490,554
Capital assets 4,616,118 4,769,344
Total assets 7,846,022 7,255,898
Rccounts payable and other liabilities 91,442 85,917
Total liabilities 91,442 95,917
Deferred inflows of resources 2,015,147 1,529,620
Total deferred inflows of resources 2,015,147 1,529,620
Net position:
Net investment in capital assets 4,616,118 4,769,344
Restricted 74,000 74,000
Unrestricted 1,049,315 791,017
Total net position $5,739,433 5,634,361
At the end of the current fiscal year, the District reported positive balances
in all three categories of net position for the government as a whole. In its
separate governmental activities, the General Fund reported positive balances
in all three categories. For the prior fiscal year, the District reported
positive balances in all three categories of net position, both for the

government as a whole, as well as its separate governmental activities.

Under the GASB 34 reporting model the zudit shows the District’s net position
increased by $105,072 during the current fiscal year. This increase was mainly
due to increased property and specific ownership taxes, e-rate revenues and
contributions. The District's net position decreased by $1€7,254 during the
prior fiscal year.

MONTROSE REGIONAL LIBRARY DISTRICT CHANGES IN NET POSITION

CURRENT PRICR
YEAR YEAR

Revenues:
Program revenues
Fines, fees and charges for services $ 110,857 107,353
Operating grants and contributions 313,912 152, 947
General revenues
Property and specific ownership taxes 1,754,162 1,712,982
Other 3,735 1,883

Total revenues 2,182,666 1,975,165
Expenses:

Culture and recreation 2,077,594 2,142,419
Total expenses 2,077,594 2,142,419
Increase (decresase) in net position 105,072 (167, 254)
Net positicn, January 1 5,634,361 5,801,615
Net positiecn, December 31 $5,739,433 5,634,361

Decreases in expenses are the result of cost cutting measures implemented by
the District due to declining property taxes revenues.

Financial Analysis of the District’s Funds

As noted earlier, the Montrose Regional Library District uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements.



Governmental funds. The focus of the District’s governmental funds is to
provide information on near-term inflows, outflows and balances of spendable
resources. Such information 1is useful in assessing the District’s financing
requirements. In particular, unassigned fund balance may serve as a useful
measure of the District’s net rescurces available for spending at the end of
the fiscal year.

As of the end of the current fiscal year, the District’s governmental funds
reported combined ending fund balances of $1,177,150 an increase of $255,069

from the prior fiscal year. Approximately 81% of the governmental fund
balances constitute unassigned fund bzlances which are available for spending
at the District’s discretion. The remainder of the fund balances are

restricted or assigned to indicate that they are not available for new spending
because they have already been committed to emergency reserves or subseguent
year's expenditures.

The general fund is the main operating fund of the District. At the end of the
current fiscal year, unassigned fund balance of the general fund was $953,150,

while total fund balance was $1,177,150. As a measure of the general fund's
liquidity, it may be useful to compare both unassigned fund balance and total
fund balance to total general fund expenditures. Unassigned fund balance

represents 49% of total general fund expenditures, while total fund balance
represents 61% of that same amount.

General Fund Budgetary Highlights

The District prepares its budget on the modified accrual basis of accounting to
recognize the fiscal impact of debt issuance, sale of assets and debt

repayments, as well as capital outlay in addition to program and generzl
revenue.

The original and final General Fund budget for the fiscal year 2017 was
$2,076,000. This was the same as the previous fiscal year. The actual
expenditures and transfers were 31, 906, 914.

Changes between actual revenues and budgeted amounts were primarily due to
increased property and specific ownership taxes and contributions. Total
actual revenue of the District was $235,983 greater than budgeted revenue.

Changes between actual expenditures and budgeted amounts were primarily dus to
decreased employee expenses and other cost cutting measures implemented by the
District due to declining property tax revenues. Total actual expenditures
were $169,086 less than budgeted.

Capital Asset and Debt Administration

Capital assets. The District’s investment in capital assets for its
governmental activities as of December 31, 2017 and 2016, amounted to
54,616,118 and $4,7689,344, respectively, (net of accumulated depreciation).
This investment in capital assets includes land, buildings, equipment, books
and audio-visual devices. The total decrease in the District’s investment in
capital assets for the current fiscal year was 3 percent, mainly the result of
depreciation. The prior year investment in capital assets decreased 5 percent.



MONTROSE REGIONAL LIBRARY DISTRICT CAPTITAT, ASSETS
(net of depreciatiocn)

Governmental Activities

Current Pricr

Year Year
Land $ 464,143 464,143
Building 3,716,165 3,882,173
Furniture and equipment 138,069 125,789
Books and audio-visual devices 297,741 297,239

Total 34,616,118 4,769,344

Additional information of the District's capital assets can be found in note 5
on page 22 of this report.

Long-term debt. At the end of the current fiscal year, the District had no
debt outstanding other than the accrued cost of employees’ future compensated
absences.

Economic Factors and Next Year's Budget

The economic condition and outlook for the District in the upcoming year is
more optimistic than in prior years. The District's anticipated collection of
property and specific ownership taxes in 2018 is expected to be approximately
5485,000 more than the 2017 collection. In 2017, the District obtained voter
approval to collect and retain all property tax revenues derived from a 3.85
mill levy. Anticipated property tax collections for the general fund for 2018
is $2,015,000, which is available for general operating expenses. The District
will continue its efforts to obtain additional funding from governmental and
private grants and contributions and continue to closely monitor the expenses.
These plus other factors were considered in preparing the District's budget for
the 2018 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the
District’'s finances for all those with an interest in the District's finances.
Questions concerning any of the information provided in the report or requests
for additional financial information should be addressed to Paul Paladino, 320
South Second Street, Montrose, Colorado, 81401.
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MONTROSE REGIONAL LIBRARY DISTRICT
STATEMENT OF NET POSITION
December 31, 2017

GOVERNMENTAY,
ACTIVITTES
ASSETS

Cash and cash equivalents S 675,004
Certificate of deposit © 120,879
Investments 286,112
Due from other governments ' 110,048

Receivables:

Taxes ] 2,015,147
Prepaid expenses 22,712
Capital assets:

{(net of accumulated depreciation)

Land 464,143

Building 3,716,165

Furniture and equipment 138,069

Books and audio-visual devices 297,741

TOTATL, ASSETS 7,846,022
LIABILITIES
CURRENT LIABILITIES:
Accounts payable 30,141
Accrued payroil taxes and benefits 4,966
Unearned revenue - rent and other 2,500
Compensated absences 53,835
TOTAL LIABILITIES 21,442
DEFERRED INFLOWS OF RESCURCES
Deferred revenue - property taxes 2,015,147
TOTAL DEFERRED INFLOWS OF RESOURCES 2,015,147
NET POSITION
Net investment in capital assets 4,616,118
Restricted for:

Emergency 74,000

Unrestricted 1,049,315
TOTAI: NET POSITICN 8§ 5,735,433

See Notes to Financial Statements.
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MONTROSE REGIONAL LTBRARY DISTRICT
BALANCE SHEET

GOVERNMENTAL FUND - GENERAIL, FUND
December 31, 2016

{With comparative totals for December

31, 201s6)

ASSETS

Cash and cash egquivalents
Certificates of deposit
Investments
Due from other governments
Receivables

Taxes

Other
Prepaid expense

LIABTILITIES
Accounts payable
Accrued payroll taxes and benefits
Unearned revenue - rent and other

DEFERREE INFLOWS OF RESOURCES
Deferred revenue - property taxes

FUND BATANCES
Restricted
Assigned
Unassigned

See Negtes to Financial Statements.
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CURRENT PRIOR
YEAR YEAR

675,004 474,533
120,879 120,830
286,114 282,932
110,048 58,320
2,015,147 1,529,620
' 2,500
22,712 21,818
3,229,904 2,490,554
30,141 30,481
4,966 4,872
2,500 3,500
37,607 38,853
2,015,147 1,529,620
74,000 74,000
150,000 150,000
953,150 698,081
1,177,150 922,081

3,229,904 2,490,554




MONTROSE REGIONAL LIBRARY DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS - BALANCE SHERT
TO THE STATEMENT CF NET POSITICON

December 31, 2017

TOTAL FUND BALANCES FOR GOVERNMENTAL FUNDS

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

Capital assets used in governmental activities are not

financial resources and therefore are nct reported

in the funds. Those agsets consist of:
Land
Building, net of %2,811,840 accumulated depreciation
Furniture and egquipment, net of $1,036,415
accumulated depreciation
Books and audio-visual devices, net of 51,354,183
accumulated depreciation

TOTAL CAPITAI, ASSETS

Long-term lisbilities are not due and payable
in the current period and accordingly, are
not reported as fund liabilities. All
liabilities, both current and long-term
are reported in the statement of net asgsets.

Compensated absences

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements.

!

464,143
3,716,165

138,069

297,741

$

$

1,177,150

4,616,118

(53,835}

5,739,433




MONTROSE REGIONAL LTBRARY DTSTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUND - GENERAL FUND

For the year ended December 31, 2017
(With comparative actual amounts for the year ended December 31, 2016}

CURRENT PRIOR
YEAR YEAR
REVENUES
TAXES
Preoperty and
specific ownership taxes 5 1,754,162 1,712,982
INTERGOVERMMENTAL REVENUE
E-rate 68,693 2,253
Intergovernmental 11,540 17,68%
Rent 88,5306 88,536
CHARGES FOR SERVICES
Fines and fees 22,321 18,817
MISCELLANEQUS
Donated books and
audio/video 20,683 23,676
Contributions 212,996 109,329
Incoms trom investments 3,230 1,876
Miscellansous 505 7
TOTAL REVENUES 2,182,668 1,975,165
EXPENDTITURES
Current 1,725,856 1,749,284
Capital outlay 201,641 156,578
TOTAL EXPENDITURES 1,927,597 1,905,872
EXCESS (DEFICIENCY) CF REVENUES
OVER (UNDER) EXPENDITURES 255,069 69,283
FUND BALANCE, JANUARY 1 222,081 852,788
FUND BALANCE, DECEMBER 231 s 1,177,150 922,081

See Notes tec Financial Statements.
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MONTROSE REGIONAT LIBRARY DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

For the vear ended Decewmber 31, 2017

NET CHANGE IN FUND BALANCE FOR GOVERNMENTAL FUNDS

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

Governmental funds report capital outlays as expenditures.

However, in the statement of activities the cost of

those assets is aliocated over their estimated

useful ilives and reported as depreciation expense.

This is the amount by which depreciation exceeds

capital outlay in the current period.

Capital outlay 190,043
Depreciation expense (343,269}

The net effect of various transactions involving
capital assets (i.e.,sales, trade-ins and
abandonments) is to decrease net assets

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 financiazl 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. This
adjustment combines the net change of these balances.

Compensated absences

CHANGE IN NET POSITICN OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements.
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255,069

(153,226)

3,229

105,072




NOTES TO FINANCIAL STATEMENTS



MONTROSE REGIONAL LIBRARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A,

B.

The Financial Reporting Entity

The Montrose Regional Library District is incorporated as a library
district under the laws of the State of Colorade and is governed by a
seven 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 [(GBAF) as
applicable to governmental units. The CGovernmental Accounting
Standards Beard (GASB) is the accepted standard-setting body for
establishing  governmental accounting and financial reporting
principles. BAs required by generally accepted accounting principles,
these financial statements present the District, a stand-alone
government. Based on criteria set forth by GASB, there are no
component units for which District is financially accountable.

BASIS CF 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.
For the most part, the effect of internal activity has been removed
from these statements. These statements distinguish between the
governmental and Dbusiness-type activities. Governmental activities
generally are financed through taxes, intergovermmental revenues, and
other ncnexchange transactions. Business-type activities are Ffinanced
in whole or in part by fees charged to external parties. The District
has no business-type activities.

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 asscciated with a program or functicn and, therefore, are
clearly identifiable to a particular functioen. 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 policy 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 does
not have proprietary or fiduciary fund types.

14



MONTROSE REGIONAL LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING (continued)

The District reports the following major governmental fund:

General Fund. This is the Districtfs primary operating fund. It
accounts for all financial resources of the general government, except
those required to be accounted for in another fund.

c. MEASUREMENT FOCUS, BASIS OF ACCOUNTING

Government-wide Financial Statements. The government-wide 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) egual wvalue in exchanges, include
property and specific ownership taxes, grants, entitlements, and
donations. On an accrual basis, revenus from property taxes is
recognized in the period for which the taxes are levied. Revenue from
grants, entitlements, and dcnations 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 medified 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 1lizbility is incurred. 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 policy to first apply cost-
reimbursement grant resources to such programs, followed by general
revenues.

15



MONTROSE REGICNAL LIBRARY DISTRICT

NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITES, AND EQUITY

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

Property taxes. Property taxes are levied on December 22 and attach as
a lien cn property the fellowing January 1. They are payable in full
by 2pril 30 or in twe equal installments due February 28 and June 15.
Property taxes levied 1in -the curreat year and collected in the
following year are reported as a receivable at December 31, net of an
estimated uncollectible portion.

Allowance for doubtful accounts., The District considers all acecounts
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 walue at the date of donation. The
cost of normal maintenance and repairs that do not add to the walue of
the asset or materially extend assets’ lives are not capitalized.

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

Furniture and equipment 5 - 10 years
Beoks and audio-visual devices 5 years
Buildings 15 - 40 years

Compensated absences. The liability for compensated absences reported
in the government-wide statements consists of unpaid, accumulated
annual and sick leave balances. The lizbility has been calculated
using the vesting method, in which leave amounts for both employees
who currently are eligible to receive termination payments and other
employees who are expected to bescome eligible in the future to receive
such payments upon termination are included.



MONTROSE REGIONATL, LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS {continued)
December 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

0. ASSETS, LIABILITES, AND EQUITY (continuad)

fund balance classification. {continued)

Fund Dbalznce 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 District is bound to honor constraints on the specific purposes
for which amounts in the respective govermmental funds can be spent.
The classifications used in the governmental fund financial statements
are as follows:

» HNonspendable: This classification includes amounts that cannot be
spent because they are either (a) not in spendable form or (b) are

legally oxr contractually required to be maintained intact. The
Distr7.
* Restricted: This classification includes amounts for which

constraints have been placed on the use of the rescurces either
(a) externally impeosed 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 District has classified
emergency reserves required by the State Constitution, Article X,
Section 20 as being restricted because their use is restricted by
State Statute.

e Committed: This classification includes amcunts that can be used
only for specific purposes pursuant to constraints imposed by
formal action of the Board cf Directors. These amounts cannoct be
used for any other purpose unless the Board of Directors removes
or changes the specified use by taking the same type of action
(resolution) that was employed when the funds were dinitially
committed. This classification alsco includes contractual
obligations to the extent that existing resources have been
specifically committed for use in satisfying those contractual
requirements. The District did not have any committed resources
as of December 31, 2017.

e Assigned: This classification includes amounts that are contrained
by the District’s intent to be used for a specific purpcse but are
neither restricted nor committed. This intent can be expressed by
the Board of Directors or through the Board of Directors
delegating this responsibility to the Executive Director through

the budgetary process. This classification also includes the
remaining positive fund balance for all govermmental funds except
for the General Fund. The District has assigned funds Zfor the

General Fund to reflect the use of fund balances to fund 2018
budgeted expenditures.
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MONTROSE REGIONAL LIBRARY DISTRICT

NOTES TC FINANCIAIL STATEMENTS (continued)
Decemper 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

E.

ASSETS, LIABILITES, AND EQUITY (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 govermment fund that

cannct Dbe eliminated by offsetting of Assigﬁed fund balance
amcocunts.

The ©District 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 fund resources first to defer the use of these other
classified funds.

Comparative data/reclassifications. Comparative total data for the
prior year have been presented for the governmental fund financial
statements in order to provide an understanding of the changes in
financial position and operations of these funds. Certain amounts
presented in the pricr year data may have been reclassified in crder
to be consistent with the current year’s presentation.

BUDGET AND BUDGETARY ACCQUNTING

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

1. Budgets are required by state law for all gbvernmental funds.

2. By October 15 the proposed budget is submitted to the Board
of Trustees for the fiscal year commencing the following January 1.

3. Prior to December 31, the budget is adopted and appropriations are
authorized by resclution at the fund level for all funds. The

legal level of budgeting control is at the individual fund level
for all funds.

1=y

Budgets are adopted on a basis consistent with the accounting
basis of all funds, except that book donations 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 bhudget.
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MONTROSE REGIONAL LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2017

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. BUDGET AND BUDGETARY ACCOUNTING {continued)

6. Rppropriations lapse at the end of the year, and the Board of
Trustees may adopt supplemental appropriatiocns during the year,
Fer 2017, no supplemental appropriations were adopted.

Originally adopted budgeted expenditures, amendments and the final

amended budgeted expenditures for the year ended December 31, 2017
is as follows:

ORIGINAL FINAL
BUDGET AMENDMENT BUDGET
General Fund $2,076,000 2,076,000

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 depcsitories.
Eligibility is determined by state regulators. Amounts on deposit in
excess of federal insurance levels must be ccllateralized. The eligible
collateral is determined by the FPDPA. PDPA allows the instituticn 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 depcsits as a group. The market wvalue of the collateral must at
least equal the aggregate uninsured deposits.

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 tc it. The District does not
have a deposit policy for custoedial credit risk. As of December 31,
2017, none of the District's bank balances of $821,792 were exposed to
custedial credit risk as $250,000 were insured and $571,792 were
collateralized by securities pledged by financial institutions.

Investments
At December 31, 2017 the District had the following investments:

Maturities Fair Value
Colotrust Plus N/R $286,114

Interest rate risk. The District does not have an investment policy that
limits investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. The District has
not experienced fair value losses.
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MONTROSE REGIONAL LIBRARY DISTRICT

NOTES

TO FINANCIAL STATEMENTS (continued)

December 31, 2017

2 - DEPOSITS WITH FINANCIAL INSTITUTICNS AND INVESTMENTS {continued)

Investments (continued)

Credit risk. Ceclorade 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.S5. local government entities;
bankers' acceptances of certain banks; commercial paper; local government
investment pools; written repurchase agreements collateralized by certain
authorized securities; certain wmoney 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. 2ll investments and bid requests for

investments are predicated on liguidity, yield, safety and interest of
the local economy. As of December 31, 2017, the District’s investment in
Colotrust Plus, a 2a7-like investment pool, was rated AR2m by Standard &
Poor's.

Concentration cf credit risk. The District places no limit con the amount
it may invest in any one issuesr. More than 5 percent of the District’s
investments are in Colotrust. At December 31, 2017, Colotrust represented
100% of the District’'s investments.

These investments are presented on the balance sheet as follows:

2017
Investments ‘ $286,114
5286,114
Fair value measurement. Government Accounting Standards Board Statement

No. 72 {GASB 72) Fair Value Measurement and Application establishes a
hierarchy cf inputs to waluation technigques used to measure fair wvalue
and requires disclosures to be made about investment fair value
measurements, the level of fair wvalue hierarchy, and valuation
techniques. According to GASB 72, an investment is defined as a security
or other asset that (a) a government holds primarily for the purpose of
income cor profit and (b) has a present service capacity based solely on
its ability to generate cash or to be sold to generate cash.

The District records assets and liabilities in accordance with GASB 72,
which establishes general principles for measuring fair wvalue, provides
additional fair application guidance and enhances disclosures about fair
value measurements.

The District’s investments and derivative instruments are measured at
fair value on a recurring basis. Falr value measurements are categorized
based on the waluation inputs used to measure fair value of assets and
liabilities as follows.

Level 1 — Quoted prices in active markets for identical securities.
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MONTROSE REGIONAL LIBRARY DISTRICT
NOTES TQO FINANCIAIL STATEMENTS (continued)
December 31, 2017

2 - DEPOSITS WITH FINANCIAT, INSTITUTIONS AND INVESTMENTS (ccntinued)

Investments (continued)

Level 2 - Prices determined using other significant observable inputs.
Chservable inputs are inputs that reflect the assumptions market
participants would use in pricing a security and are developed based on
market data obtained from sources independent of the reporting entity.
These may include quoted prices for similar securities, interest rates,
prepayment speeds, credit risk, and cothers. Debt securities are valued
in accordance with the evaluated bid price supplied by the pricing
service and generally categorized as Level 2 in the hierarchy.

Level 3 - Prices determined using significant uncbservable inputs.
Unobservable inputs are inputs that reflect the reporting entity's own
assumptions about the factors market participants would use in pricing
the security and would be based on the best information available under
the circumstances.

The following table reflects the fair value of the District’s investments
and derivative instruments as of December 31, 2017:

2017
Assets Fair Value Measurement Using
Total Level 1 Level 2 Level 3
Investments
Colotrust $286,114 286,114

Total investments $286,114 286,114

3 - SHORT-TERM DEBT

The District had no short-term debt during the year ended December 31,
2017.

4 - EMPLOYEES' RETIREMENT PLAN

The District provides pension benefits for all of its full-time employees
through  the Colcorade County Cfficials and Employees Retirement
Association's defined contribution plan, a multiple-employer public
employee retirement system. In a defined contributicon plan, benefits
depend solely on amounts contributed to the plan plus investment earnings.
Employees are eligible to participate after the completion of one year of
service with the District. Association rules require +that both the
employee and the District contribute to the plan in 2 range of from 3-6% of
total compensation.

The District's contribution for each employee {and earnings, losses and
changes in fair market value cof plan assets) are vested at a rate of 20%
per year. Employee contributions and their earnings are 100% vested
immediately. Nonvested contributions are forfeited upon termination of
employment and such forfeltures may be used teo pay plan expenses or the
employer’s contribution to the plan. For the year ended December 31, 2017,
there were no forfeitures.
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MONTROSE REGIONAL LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS {continued)
December 31, 2017

4 - EMPLOYEES' RETIREMENT PLAN {continued)

The District's total payroll in 2017 was

$899,810.

The District's

contributions were calculated using the covered payroll of 3806,022. Both
the District and the coversd employees made the chosen 4.50% contribution,

amounting to $36,271 from each source,

or $72,542 in total.

The District had a liability of $2,323 to the plan at December 31, 2017.

5 - CAPITAL ASSETS

Capital asset activity for the vyear

ended December 31,

2017 was as

follows:
BEGINNING ENDING
BATANCES INCREASES DECREASES BALANCES
Governmental activities:
Capital assets not being
depreciated:
Land S 464,143 464,143
Capital assets being
depreciated:
Building 6,528,005 6,528,005
Furniture and
eguipment 1,134,298 63,066 27,880 1,174,484
Books and audio-
visual devices 1,591,592 121,977 61,645 1,651,924
TOTAL CAPITAL ASSETS
BEING DEPRECIATED 9,253,855 190,043 89,525 9,354,413
Less accumulated
depreciation for:
Building 2,645,832 166,008 2,811,840
Furniture and
equipment 1,008,509 55,786 27,880 1,036,415
Books and audic-
visual devices 1,294,353 121,475 61,645 1,354,183
TOTAL ACCUMULATED
DEPRECIATICN 4,948,694 343,269 89,525 5,202,438
Total capital assets
being depreciated, net 4,305,201 (153,226) 4,151,975
GOVERNMENTAL ACTIVITY
CAPITAL ASSETS, NET $4,769,344 (153,226) 4,616,118

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

follows:

Governmental activities
Culture and recreation
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MONTROSE REGIONAL LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2017

© — CHANGES IN LONG-TERM LIABILITIES

Long-term liability activity for the year ended December 31, 2017 was as
follows:

BALANCE BALANCE DUE
BEGINNING END WITHIN

OF YEAR ADDITIONS RETIREMENTS OF YEAR ONE YEA&R

Accrued cost of

employees’
compensated future
absences 557,064 53,835 57,064 53,835 53, 835

Accrued costs of employees’ fulture compensated absences are ligquidated by
the general fund.

"7 - BUDGETARY ACCOUNTING
The following adjustments are reguired tc convert from financial statements
presented in accordance with generally accepted accounting principles
{GRAP) to those presented on the non-GRAP budgetary basis, as described in

Note 1:
GAAP BUDGETARY
GENERAIL, FUND BASIS ADJUSTMENTS BASIS
Revenues 52,182,666 A) (20, 683) 2,161,983
Expenditures 1,827,597 A) (20,683) 1,906,914
EXCESS (DEFICIENCY)OF
REVENUES OVER EXPENDITURES 255,069 255,069
FUND BALANCE - January 1 922,081 922,081
FUND BALENCE - December 31 $1,177,150 1,177,150

A} Donated books and audic-visual devices

8 - TAX, SPENDING AND DEBT LIMITATIONS

The State Constitution, BArticle ¥, Section 20, has several limitations
regarding revenue raising, spending abilities, and other specific
regquirements of state and local governments. The Section is complex and
subject to judicial interpretation. In 1999, the District obtained voter
approval to collect and retain all revenues including property taxes
without limitaticn wunder the Section. District management therefore
believes it is in compliance with the requirements cof the Section. The
emergency reserves required under the Section have been funded.

9 - RISK MANAGEMENT
The District is exposed to risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employess;
and natural disasters. Such exposure, is covered by purchase of commercial
insurance, including worker's compensation, and employee health and

accident insurance. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal
years.

10 - CONTINGENT LIABILITIES
Under the terms of federal and state grants, costs may be guestioned as not
being appropriate expenses that could lead to reimbursement to the grantor

agencies. District management is not aware of any such expenses that would
not be allowed.
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MONTROSE REGIONAL LIBRARY DISTRICT

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

For the year ended December 31,

2017

{With comparative actual amounts for the year ended December 31, 2016)

REVENUES
TAXES
Froperty and
specific ownership taxes
INTERGOVERNMENTAL REVENUE
E-rate
Local government agencies
Rent
CHARGES FQOR SERVICES
Fines and fees
MISCELLANEQUS
Contributions
Income from investments
Miscellaneous

2017 2016
VARIANCE WITH
ORIGINAL FINAL BUDGET
AND FINAL PQSITIVE
BUDGET ACTUAL (NEGATIVE) ACTUAL

$ 1,675,000 1,754,162 75,162 1,712,982
55,000 68,6393 13,693 2,253
12,000 11,540 (7,460) 17,683
88,500 88,536 36 88,536
18,000 22,321 4,321 18,817
15,000 212,356 197,986 109,329
1,500 3,230 1,730 1,876
50,000 505 {49,495} 7
TCTAL REVENUES 1,826,000 2,161,983 235,583 1,951,483
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MONTROSE REGIQNAL LIBRARY DISTRICT

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND (continued)

For the year ended December 31, 2017

(With comparative actual amcunts for the vear ended December 31, 2015}

EXPENDITURES
CURRENT :

Culture and recreation
Salaries and wages
Payrecll taxes
Group insurance
Retirement
Workmen's compensaticn

insurance
Utilities
Telephone

Internet
Bockmchile
Maintenance contract
Building maintenance

Landscape maintenance
Equipment maintenance
Janitorial services
Janitorial supplies
Insurance
Automation contract
Equipment rental
Treasurer's fees
Audit and accounting fees
Legal fees
Bank and other fees
Courier service
Processing and security
Postage and delivery
Supplies
Printing and reproduction
Summer Reading program
Children's projects
Special projects
Election
Teen programs
Adult programs
Volunteer program
Grant expenses
Foundation
Board conference and travel
Staff conference and travel
Dues and membership
Professional materials
Publicity and newslecter
Paradox library support
Interlibrary loan
Periodicals and fiche
Software
Electronics index/media
Other
Contingency

CAPITAL OUTLAY:

Reference books

Juvenile reference

Adult books

Children's books

Adult audio/visual

Juvenile auvdio/visual

Equipment

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
QOVER EXPENDITURES

FUND BALANCE, JANUARY 1

FUND BALANCE, DECEMBER 31

2017 2016
VARIANCE WITH
ORIGINAL FINAL BUDGET
AND FINAL POSITIVE
BUDGET ACTUAL (NEGATIVE) ACTUAL
1,010,000 899,810 110,190 211,721
80,500 71,734 8,766 72,308
165,500 117,628 47,872 107,657
40,000 36,271 3,723 36,810
7,000 4,626 2,372 5,185
140,000 89,817 10,183 84,580
12,500 25,294 (5,754) 25,211
10,239 (10,2383) 9,945
3,500 4,556 [1,056) 9,879
50,000 72,798 (22,799 69,924
40,0040 11,429 28,501 11,147
12,000 7,612 4,386 11,435
10,000 13,690 (3,690) 13,817
28,000 44,670 (16,670} 44,554
10,000 7.727 2,273 8,552
lg,000 22,899 (4,899) 22,704
40,000 36,787 3,213 34,686
i,000 1,000 23
33,000 30,734 2,266 30,472
13,000 11,838 1,164 11,910
1,000 1,000 290
2,000 92 1,208 81ls
5,500 3,494 2,006 5,500
25,000 36,612 {11,612) 37,144
e,000 4,863 3,137 5,288
19,000 23,132 14,132) 17,612
7,000 2,502 4,058
8,000 11,839 {3,839) 12,028
1,500 4,571 {(3:;071) 5,486
36,800 7,974 28,826 2,477
24,704 (24,704}
1,200 267 233 434
2,000 801 1,188 1,303
1,000 321 969
15,000 10,846 4,354 47,616
7.000 7,000
280 {280) 392
8,500 11,953 (3,453) 17,745
4,500 3,358 1,141 4,093
1,000 1,172 {172} 441
12,000 13,984 (1,984) 11,828
&,000 6,000 - €.,000
5,519 (5.,519) 4,327
4,900 5,236 (336) 4,013
5,100 2,091 3,009 2,155
13,000 23,634 2,306 31,344
- 149
50,000 50,000
3,000 €,315 {3,315} 3,461
1,500 344 1,156 127
41,500 3g,895 2,605 ig,ll¢e
35,000 31,078 3,922 32,151
17,000 18,141 (1,141) 17,917
9,000 6,051 2,949 5,705
23,000 80,134 (57,134) 34,825
2,076,000 1,906,914 169,086 1.882,196
{150,000} 255,069 405,062 69,283
850,000 822,081 72,081 BG2,788
700,000 1,177,150 477,150 922,081
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