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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
East River Regional Sanitation District
Crested Butte, Colorado

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the business-type activities of East River Regional
Sanitation District (the “District”), as of and for the years ended December 31, 2025 and 2024, and the
related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

In our opinion, based on our audit, the accompanying financial statements present fairly, in all material
respects, the respective financial position of East River Regional Sanitation District, as of December 31,
2025 and 2024, and the respective changes in financial position and cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”).

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (“U.S. GAAS”). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the District and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

The District's management is responsible for the preparation and fair presentation of the financial
statements in accordance with U.S. GAAP, and for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or

events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue as
a going concern for one year after the date that the financial statements are issued.

Member: American Institute o][ Certi][iec{ Public Accountants

DENVER, COLORADO AVON, COLORADO FLORENCE, ALABAMA
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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
East River Regional Sanitation District

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with U.S. GAAS will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with U.S. GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the District’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

U.S. GAAP require the Management’s Discussion and Analysis in section B be presented to supplement
the basic financial statements. Such information is the responsibility of management and, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board 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 U.S. GAAS, 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.
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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
East River Regional Sanitation District

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The individual fund budgetary schedule in section E is
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The individual fund budgetary schedule is the responsibility of management and is derived
from and relates 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 U.S. GAAS. In our opinion, the information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

/6(5'% Mﬁf 77_/5’;-{_.;,17_ L.l

McMahan and Associates, L.L.C.
Avon, Colorado
July 15, 2026
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MANAGEMENT’S DISCUSSION AND ANALYSIS



EAST RIVER REGIONAL SANITATION DISTRICT

Management’s Discussion and Analysis
December 31, 2025 and 2024

We, the financial managers of the East River Regional Sanitation District (the “District”), offer readers of
the District’s financial statements this narrative summary of the financial activities of the District for the
fiscal years ended December 31, 2025 and 2024.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements are comprised of two components: 1) financial
statements; and 2) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements. These components are discussed below.

Financial Statements: The financial 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 the District’s assets, liabilities, and deferred
inflows of resources. The difference between the total of assets and the total of liabilities and deferred
inflows of resources is reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Fund Net Position shows how the government’s
net position changed during the year presented. All 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., uncollected taxes.)

The Statement of Cash Flows shows the District’s sources of cash inflows and outflows during the years
presented. Cash flows are categorized among operating, non-capital financing, capital and related
financing and investing activities, and unlike items reported in the Statement of Revenues, Expenses and
Changes in Fund Net Position, these amounts are reported on the cash basis of accounting.

The District’s financial statements can be found on pages C1 through C3 of this report.

Proprietary Funds: The District maintains a proprietary fund commonly known as an enterprise fund.
Enterprise funds are used to report business-type activities. The District uses an enterprise fund to
account for its sanitation services.

Notes to the Financial Statements: The notes provide a background of the entity, certain required
statutes, and accounting policies utilized by the District. They also provide additional information that will
aid in the interpretation of the financial statements. The Notes to the Financial Statements can be found
in Section D of this report.

Other Information: The Schedule of Revenues and Expenditures - Budget (Non-GAAP Basis) and
Actual with Reconciliation to GAAP Basis on page E1 provides a detailed comparison of the District’s
actual revenues and expenditures to budgeted amounts. As the District's budget was adopted in a
manner that is not consistent with generally accepted accounting principles (“GAAP”), this schedule is
presented on a non-GAAP basis with reconciliation to GAAP basis.

The business-type activity of the District relates to sanitation services. There are currently no
governmental-type activities occurring at the District.
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Financial Analysis of the District:

The following chart shows the District’s assets, liabilities, deferred inflows of resources, and net position
for December 31, 2025 and 2024:

East River Regional Sanitation District’s Net Position

2025 2024
Assets:
Current assets $6,837,709 6,496,135
Capital assets 1,414,974 1,423,534
Total Assets 8,252,683 7,919,669
Liabilities:
Current liabilities 38,588 30,622
Long-term liabilities 12,346 32,796
Total Liabilities 50,934 63,418
Deferred Inflows
of Resources 127,232 121,118
Net Position:
Net invested in capital assets 1,384,820 1,374,978
Restricted 25,000 31,000
Unrestricted 6,664,697 6,329,155
Total Net Position $8,074,517 7,735,133

The District’s assets increased $333,014 during 2025. Current assets increased by $341,574, and capital
assets decreased by $8,560.

In 2025, the District’s net position increased $339,384. Non-operating revenues exceeded non-operating
expenses by $377,961 in 2025, while tap fees totaled $121,931. These changes in net position were
partially offset by an operating loss of $160,508.

The District’s liabilities decreased by $12,484 in 2025 and deferred inflows of resources increased by
$5,879.

Approximately 17% of the District’s net position reflects its investment in capital assets, as of December
31, 2025.

At the end of the years 2025 and 2024, the District reported positive balances in all three categories of
net position.
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Financial Analysis of the District (continued):

The following chart is a summary of information relating to the District’'s Statement of Revenues,
Expenses and Changes in Fund Net Position:

EAST RIVER REGIONAL SANITATION DISTRICT’S CHANGE IN FUND NET POSITION

2025 2024
Revenues:

Program revenues:
Seniice fees $ 330,640 317,883
Rents 900 900
Miscellaneous revenues 941 1,124
Total Programs Revenues 332,481 319,907

General Revenues:
Tap fees 121,931 283,336
Property taxes 121,031 121,970
Specific ownership taxes 6,139 5,961
Interest income 263,087 303,699
Gain (loss) from disposal of assets (7,483) -
Total General Revenues 504,705 714,966
Total Revenues 837,186 1,034,873

Expenses:

Operating expenses 393,665 358,166
Depreciation and amortization 99,324 90,689
Interest 1,068 1,551
Treasurers fees 3,745 3,957
Total Expenses 497,802 454,363
Change in Net Position 339,384 580,510
Net Position - Beginning 7,735,133 7,154,623
Net Position - Ending $ 8,074,517 7,735,133

As mentioned earlier, the increase in net position is partially attributable to $121,931 of tap fees received
by the District in 2025. These tap fees, which are set in excess of actual costs, are used for capital
purposes.

There was no significant change in service revenues from the prior year.

When compared to 2024, total 2025 general revenues decreased by $210,261. The decrease was
mainly due to the decrease in tap fees of $161,405 and interest income of $40,612. The decrease in
interest income is mainly due to the decrease in the rate on the District’s investment funds account, and
the decrease in tap fees was due to less construction from the previous year.

Total expenses of the District for 2025 increased $43,439 from 2024 levels mainly due to an increase in
salaries and payroll benefits and depreciation and amortization expenses from the prior year. Salaries
and payroll benefits and depreciation and amortization expenses totaled $343,551 in 2025, or expressed
as a percentage, represented 69% of the total expenses incurred by the District in 2025.
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Financial Analysis of the District (continued):
Budget Variances in the Enterprise Fund

The District amended the budget for the 2025 fiscal year to reflect additional revenues and an increase in
total expenditures; the expenditures of the District’s enterprise fund did not exceed the final budget.

Significant budget variances were as follows:

Original Budget

Variance
Positive
Account (Negative) Reason
Revenues:

Interest $ 163,087 Conservative budgeting, and an increase
in investment funds account balance

Tap fees 34,211 More than anticipated construction
activities in the District

Expenditures:

Repair and maintenance (19,522) Due to lease principal expenditure reflecte
on separate line and budgeted as
repair and maintenance

Capital outlay 22,834 Budgeted, but unspent

Lease - principal (18,402) Budgeted under repair and maintenance

Capital Asset and Debt Administration

Capital Assets. The District did not have any capital additions during 2025. Additional information as
well as a detailed classification of the District’s net capital assets can be found in the Notes to the
Financial Statements in Section D.

Long-term Debts. The District currently has a lease payable, and additional information as well as a
detailed classification of the District’s total long-term liabilities can be found in the Notes to the Financial
Sections in Section D.

Next Year’s Budget and Rates

The District’'s amended budgeted net position at the end of the current fiscal year was $6,520,570. The
District’'s 2026 budget anticipates an ending balance of approximately $6,547,965.

Request 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 government’s finances. Questions concerning any of the information provided in this

report or requests for additional information should be addressed to: East River Regional Sanitation
District, 350 Country Club Drive, Suite 112A, Crested Butte, CO 81224.
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East River Regional Sanitation District

Statement of Net Position

December 31, 2025 and 2024

Assets:
Current Assets:
Cash and investments
Property taxes receivable

Accounts receivable - Customers, net of allowance

of $0 in 2025 and 2024
Due from County Treasurer
Prepaid insurance
Other prepaids

Total Current Assets

Non-Current Assets:
Capital Assets:
Non-depreciable capital assets
Depreciable/amortizable capital assets,

net of accumulated depreciation/amortization

Total Capital Assets
Total Non-Current Assets

Total Assets

Liabilities:
Current Liabilities:
Accounts payable
Accrued payroll taxes
Prepaid revenue
Lease payable - Current portion
Long-Term Liabilities:
Accrued compensated absences
Lease payable, net of current portion
Total Liabilities

Deferred Inflows of Resources:
Unavailable property tax revenue
Total Deferred Inflows of Resources

Net Position:
Net invested in capital assets
Restricted for emergencies
Unrestricted

Total Net Position

2025 2024
6,691,696 6,356,483
127,232 121,118
681 2,278
393 480
17,207 15,276
500 500
6,837,709 6,496,135
128,842 128,842
1,286,132 1,294,692
1,414,974 1,423,534
1,414,974 1,423,534
8,252,683 7,919,669
10,169 7,882
5,898 2,850
3,624 3,041
18,897 16,849
1,089 1,089
11,257 31,707
50,934 63,418
127,232 121,118
127,232 121,118
1,384,820 1,374,978
25,000 31,000
6,664,697 6,329,155
8,074,517 7,735,133

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



East River Regional Sanitation District
Statement of Revenues, Expenses and Changes in Fund Net Position

For the Years Ended December 31, 2025 and 2024

Operating Revenues:
Service fees
Rents
Miscellaneous revenues
Total Operating Revenues

Operating Expenses:
Accounting and auditing
Salaries and payroll benefits
Directors' fees
Repair and maintenance
Legal services
Utilities
Insurance
Office expense
Fees and dues
Travel and education
Tests
Supplies and chemicals
Telephone
Depreciation and amortization
Miscellaneous expense
Truck expense

Total Operating Expenses

Operating (Loss)

Non-Operating Revenues (Expenses):

Property taxes

Specific ownership taxes
Interest income

Gain on disposal of assets
Treasurer's fees

Interest expense

Net Non-Operating Revenues (Expenses)

Net Income
Contributions - Tap Fees
Change in Net Position

Net Position - Beginning
Net Position - Ending

2025 2024
330,640 317,883
900 900

941 1,124
332,481 319,907
9,830 9,354
244,227 213,078
5,600 4,800
43,440 48,686
12,098 10,192
27,440 30,503
15,376 14,892
13,020 10,327
2,480 2,294
1,231 -
4,076 4,412
4,402 2,575
1,255 1,297
99,324 90,689
4,948 1,022
4,242 4,734
492,989 448,855
(160,508) (128,948)
121,031 121,970
6,139 5,961
263,087 303,699
(7,483) -
(3,745) (3,957)
(1,068) (1,551)
377,961 426,122
217,453 297,174
121,931 283,336
339,384 580,510
7,735,133 7,154,623
8,074,517 7,735,133

The accompanying notes are an integral part of these financial statements.
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East River Regional Sanitation District
Statement Cash Flows
For the Years Ended December 31, 2025 and 2024

2025 2024
Cash Flows From Operating Activities:

Cash received from customers 332,820 316,474

Other cash received 1,841 2,024

Cash payments for goods and services (149,081) (148,530)

Cash payments to employees - Salaries and benefits (241,179) (216,218)
Net Cash Provided (Used) by Operating Activities (55,599) (46,250)
Cash Flows From Non-Capital Financing Activities:

Property and specific ownership taxes, net of collection fees 123,512 124,052
Net Cash Provided by Non-Capital Financing Activities 123,512 124,052
Cash Flows From Capital and Related Financing Activities:

Tap fees collected 121,931 283,336

Capital outlay (98,248) -

Principal paid on long-term debt (18,402) (17,919)

Interest paid (1,068) (1,551)
Net Cash Provided (Used) by Capital

and Related Financing Activities 4,213 263,866
Cash Flows From Investing Activities:

Interest 263,087 303,699
Net Cash Provided by Investing Activities 263,087 303,699
Net Change in Cash and Cash Equivalents 335,213 645,367
Cash and Investments - Beginning 6,356,483 5,711,116
Cash and Investments - Ending 6,691,696 6,356,483

Reconciliation of Operating (Loss) to Net Cash
From Operating Activities:
Operating (loss) (160,508) (128,948)

Adjustments to reconcile operating (loss) to net cash
from operating activities:

Depreciation and amortization 99,324 90,688
(Increase) decrease in prepaid expenses (1,931) (954)
(Increase) decrease in accounts receivable 1,597 (927)
Increase (decrease) in accounts payable and accrued payroll taxes 5,336 (5,628)
Increase (decrease) in prepaid revenue 583 (481)
Total Adjustments 104,909 82,698

Net Cash From Operating Activities (55,599) (46,250)

The accompanying notes are an integral part of these financial statements.
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024

Summary of Significant Accounting Policies

The East River Regional Sanitation District (the "District") is a quasi-governmental corporation
and governmental subdivision of the State of Colorado located in Gunnison County, Colorado.
The District was organized on April 25, 1984, for the purpose of providing waste water treatment
and transmission service facilities for the District. The District currently is comprised of seven
subdivisions covering an area of approximately 1,000 acres.

The District’s financial statements are prepared in accordance with generally accepted
accounting principles (“GAAP”). The Governmental Accounting Standards Board (“GASB”) is
responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). The more significant accounting policies established by GAAP
used by the District are discussed below.

A. Reporting Entity

The reporting entity consists of (a) the primary government; i.e., the District, and (b)
organizations for which the District is financially accountable. The District is considered
financially accountable for legally separate organizations if it is able to appoint a voting
majority of an organization's governing body and is either able to impose its will on that
organization or there is a potential for the organization to provide specific financial
benefits to, or to impose specific financial burdens on, the District. Consideration is also
given to other organizations, which are fiscally dependent; i.e., unable to adopt a budget,
levy taxes, or issue debt without approval by the District. Organizations for which the
nature and significance of their relationship with the District are such that exclusion would
cause the reporting entity's financial statements to be misleading or incomplete are also
included in the reporting entity.

Based on the criteria above, the District is not financially accountable for any other entity
nor is the District a component unit of any other government.

B. Accounting Policies

The District uses funds to report on its financial position and the results of its operations.
Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions and
activities. A fund is a separate accounting entity with a self-balancing set of accounts.

The District uses a proprietary fund-type, an enterprise fund, to account for its sole
activity, providing sewage disposal services to taxpayers within the District's boundaries.
Enterprise funds are used to account for operations (a) which are financed and operated
in @ manner similar to private business enterprises — where the intent of the governing
body is that the costs (expenses, including depreciation) of providing goods and services
to the general public on a continuing basis be financed or recovered primarily through
user charges; or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Summary of Significant Accounting Policies (continued)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Measurement focus refers to whether financial statements measure changes in current
resources only (current financial focus) or changes in both current and long-term
resources (long-term economic focus). Basis of accounting refers to the point at which
revenues, expenditures, or expenses are recognized in the accounts and reported in the
financial statements. Financial statement presentation refers to classification of revenues
by source and expenses by function.

1.

Long-term Economic Focus and Accrual Basis

Proprietary funds use the long-term economic focus and are presented on the
accrual basis of accounting. Revenues are recognized when earned and
expenses are recognized when incurred, regardless of the timing of the related
cash flows.

Financial Statement Presentation

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues
of the District’s enterprise fund are charges to customers for sales and services.
Operating expenses for the enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

Financial Statement Accounts

1.

Cash, Cash Equivalents, and Investments

Cash and cash equivalents include amounts in demand deposits as well as
short-term investments with a maturity date within 3 months of the date acquired
by the District.

The District follows Colorado statutes specifying specific investment instruments
meeting defined rating criteria in which local governments may invest, which
include:

U.S. Treasury Obligations (maximum maturity of 60 months)

Federal Instrumentality Securities (maximum maturity of 60 months)
FDIC-insured Certificates of Deposit (maximum maturity of 60 months)
Corporate Bonds (maximum maturity of 60 months)

Prime Commercial Paper (maximum maturity of 60 months)

Eligible Bankers Acceptances

Repurchase Agreements

General Obligations and Revenue Obligations

Local Government Investment Pools

Money Market Mutual Funds
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

2,

Receivables

Receivables are reported net of an allowance for uncollectible accounts.
However, no allowance for uncollectible accounts has been established at
December 31, 2025 and 2024.

Property Taxes

Property taxes are assessed in one year as a lien on the property, but not
collected by governmental units until the subsequent year. In accordance with
generally accepted accounting principles, the assessed but uncollected property
taxes have been recorded as a receivable and as unavailable revenue.

Prepaid Expenses

Prepaid expenses are amounts paid in advance for expenses related to
subsequent years.

Capital Assets

Capital assets, which include land, sewer collection systems and related
improvements and equipment, are reported in the financial statements. The
District defines capital assets as assets with an initial cost of $5,000 or more and
an estimated useful life in excess of two years. Such assets are recorded at
historical cost. Donated capital assets are recorded at estimated fair value at the
date of donation. Measurement of right-to-use leased assets is discussed in
Note 1.D.9.

Capital outlay for projects is capitalized as projects are constructed.

The land and easements on which the waste water treatment plant is situated is
recorded at cost plus legal fees incurred for acquisition.

The treatment and sewer collection facilities are recorded at their cost, which
includes engineering and capitalized net interest costs and legal fees.

The District’s tangible capital assets are depreciated, using the straight-line
method, over the following estimated useful lives of the underlying assets.
Intangible right-to-use assets are amortized, using the straight-line method, over
the shorter of the lease term or estimated useful life of the underlying asset as
follows:

Assets Years
Sewer collection system and
improvements 10-33
Equipment 3-10
Right-to-use leased asset 5
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

6.

Compensated Absences

Earned but unused vacation benefits are accrued when incurred in the financial
statements.

Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of
net assets that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The District has one item that
qualifies for reporting in this category. This amount is deferred and recognized as
an inflow of resources in the period that these amounts become available.

Tap Fees

Accounting and Financial Reporting for Non-Exchange Transactions, GASB 33,
requires that government entities that receive tap fees record the tap fees as
revenue for accounting periods beginning after June 15, 2000. The District has
reported tap fees for the year ended December 31, 2025 as revenue in the
accompanying financial statements; for periods prior to December 31, 2001, the
tap fees were recorded as contributed capital by the District.

Leases
District as Lessee:

The District is a lessee in a non-cancellable lease agreement for a right-to-use
asset as further described in Note 111.C.1. In such arrangements, the District
recognizes right-to-use leased assets (and corresponding lease liabilities) with an
initial, individual value of $5,000 or more. Right-to-use leased assets and lease
liabilities are reported on the Statement of Net Position.

At the commencement of the lease, the District initially measures the
liability at the present value of payments expected to be made during the
agreement term. Subsequently, the lease liability is reduced by the principal
portion of payments made.

The leased asset is initially measured as the initial amount of the lease liability,
adjusted for lease payments made at or before the lease commencement date,
plus certain initial direct costs. Subsequently, the leased asset is amortized on a
straight-line basis over the shorter of the lease term or the useful life of the
underlying asset.

Key estimates and judgments related to leases include how the District
determines the following:

Discount Rate: When the interest rate charged by the lessor is not provided, the

District uses a United States Treasury bond rate which bond term approximates
the term of the lease.
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D.

East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Summary of Significant Accounting Policies (continued)

Financial Statement Accounts (continued)

9.

Leases (continued)
District as Lessee (continued):
Lease Term: The lease term includes a non-cancellable period.

Lease Payments: Lease payments included in the measurement of the lease
liability are composed of fixed payments.

The District monitors changes in circumstances that would require a
remeasurement of its leases and will remeasure the leased asset and liability if
certain changes occur that are expected to significantly affect the amount of the
lease liability.

Significant Accounting Policies

1.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the
District’'s management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements, and the reported amount of
revenues and expenditures or expenses during the reporting period. Actual
results could differ from those estimates.

Restricted and Unrestricted Resources
When both restricted and unrestricted resources are available for use, it is the

government’s policy to use restricted resources first, then unrestricted resources
as they are needed.

Il Stewardship, Compliance, and Accountability

A.

Budgetary Information

In the fall of each year, the District's Board of Directors formally adopts a budget with
appropriations by fund for the ensuing year pursuant to the Colorado Local Budget Law.
The proprietary fund was adopted on a non-GAAP budgetary basis and has been
reconciled to a GAAP basis in the financial statements.

Annual appropriations are adopted for all funds. Expenditures may not legally exceed
appropriations at the fund level and all appropriations lapse at year-end.

Typically, as required by Colorado statutes, the District follows the required timetable
noted below in preparing, approving, and enacting its budget for 2025.

1.

For the 2025 budget year, prior to August 25, 2024, the County Assessor sent to
the District an assessed valuation of all taxable property within the District’s
boundaries. The County Assessor may change the assessed valuation on or
before December 10 only once by a single notification to the District.
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Il Stewardship, Compliance, and Accountability (continued)
A. Budgetary Information (continued)

2. The Manager of the District submitted, on or before October 15, 2024, a
recommended budget that detailed the necessary property taxes needed along
with other available revenues to meet the District’s operating requirements.

3. Prior to December 15, 2024, after a required publication of “Notice of Proposed
Budget” and a public hearing, the District certified to the County Commissioners
a levy rate that derived the necessary property taxes as computed in the
proposed budget, and the District adopted the proposed budget and an
appropriating resolution that legally appropriated expenditures for the upcoming
year.

4, After adoption of the budget resolution, the District may make the following
changes: a) approve supplemental appropriations to the extent of revenues in
excess of estimated revenues in the budget; supplemental appropriations were
made for the year 2024; b) approve emergency appropriations; and c) reduce
appropriations for which originally estimated revenues are insufficient.

Taxes levied in one year are collected in the succeeding year. Thus, taxes certified in
2024 were collected in 2025 and taxes certified in 2025 will be collected in 2026. Taxes
are due on January 1st in the year of collection; however, they may be paid in either one
installment (no later than April 30th) or two equal installments (not later than February
28th and June 15th) without interest or penalty. Taxes that are not paid within the
prescribed time bear interest at the rate of one percent (1%) per month until paid. Unpaid
amounts and the accrued interest thereon become delinquent on June 16th.

During the year, a supplemental appropriation ordinance was necessary. The budgetary
comparison statements reflect the original budget and the final budget after legally
authorized revisions were made.

B. TABOR Amendment

In November 1992, Colorado voters amended Article X of the Colorado Constitution by
adding Section 20; commonly known as the Taxpayer's Bill of Rights (“TABOR”). TABOR
contains revenue, spending, tax and debt limitations that apply to the State of Colorado
and local governments. TABOR requires, with certain exceptions, advance voter
approval for any new tax, tax rate increase, mill levy above that for the prior year,
extension of any expiring tax, or tax policy change directly causing a net tax revenue gain
to any local government.

Except for refinancing bonded debt at a lower interest rate or adding new employees to
existing pension plans, TABOR requires advance voter approval for the creation of any
multiple-fiscal year debt or other financial obligation unless adequate present cash
reserves are pledged irrevocably and held for payments in all future fiscal years.

TABOR also requires local governments to establish emergency reserves to be used for
declared emergencies only. Emergencies, as defined by TABOR, exclude economic
conditions, revenue shortfalls, or salary or fringe benefit increases. These reserves are
required to be 3% or more of fiscal year spending (excluding bonded debt service). The
District has provided for an emergency reserve of $25,000 in compliance with TABOR at
December 31, 2025.
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Il Stewardship, Compliance, and Accountability (continued)

B.

TABOR Amendment (continued)
The electorate of the District approved the following ballot questions:

1) Anincrease of up to $700,000 in the final year of a phased-in tax increase by a
certification of additional mill levies for general fund operating expenses in addition to
debt service, which increase may be levied and spend regardless of any limitations
imposed by C.R.S. § 29-1-301, et seq. and Article X, Section 20 of the Colorado
Constitution; and

2) Anincrease in East River’s revenues and spending up to $700,000 in any one fiscal
year to the extent that revenues and spending in each fiscal year are in excess of
applicable revenue and spending limits.

The District's management believes that it is in compliance with the financial provisions of
TABOR. However, TABOR is complex and subject to interpretation. Many of its
provisions, including the interpretation of how to calculate fiscal year spending limits, will
require judicial interpretation.

1. Detailed Notes on All Funds

A.

Deposits and Investments

The District’s deposits are entirely covered by federal depository insurance (“FDIC”) or by
collateral held under Colorado’s Public Deposit Protection Act (“PDPA”). The FDIC
insures the first $250,000 of the District’'s deposits at each financial institution. Deposit
balances over $250,000 are collateralized as required by PDPA. There were no
investments requiring disclosure of the fair value hierarchy.

At years ended 2025 and 2024, the District had the following deposits and maturities:

December 31, 2025

Maturities
Carrying Less Than Less Than
Type Rating Amount One Year Five Years
Deposits:
Checking Not rated $ 4,769 -
Money market Not rated 643,305 -
COLOTRUST investment pool AAAmM 6,043,622 6,043,622
$ 6,691,696 6,043,622
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

Detailed Notes on All Funds

A.

Deposits and Investments (continued)

December 31, 2024

Maturities
Carrying Less Than Less Than
Type Rating Amount One Year Five Years
Deposits:

Checking Not rated $ 4,973 -
Money market Not rated 563,381 -
COLOTRUST investment pool AAAmM 5,788,129 5,788,129
$ 6,356,483 5,788,129

The Investment Pool represents an investment in Colorado Liquid Asset Trust
(“COLOTRUST”). The investment is measured at the net asset value, and the fair value
of the pool is determined by the pool’s share price. The District has no regulatory
oversight for the pool.

1. Interest Rate Risk

As a means of limiting its exposure to interest rate risk, the District diversifies its
investments by security type and institution, and limits holdings in any one type of
investment with any one issuer. The District coordinates its investment
maturities to closely match cash flow needs and restricts the maximum
investment term to less than five years from the purchase date. As a result of the
limited length of maturities the District has limited its interest rate risk.

2. Credit Risk

State law and District policy limit investments to those authorized by State
statutes including U.S. Agencies and 2a7-like pools. The District's general
investment policy is to apply the prudent-person rule: Investments are made as a
prudent person would be expected to act, with discretion and intelligence, to seek
reasonable income, preserve capital, and, in general, avoid speculative
investments.

3. Concentration of Credit Risk
The District diversifies its investments by security type and institution.

Investments may only be made in those financial institutions which are insured
by the Federal Deposit Insurance Corporation, the Federal Home Mortgage
Association, the Federal Savings and Loan Insurance Corporation,
Congressionally authorized mortgage lenders and investments that are federally
guaranteed.

Financial institutions holding District funds must provide the District with a
statement of collateral in the form of a listing of securities pledged, and a copy of
the certificate from the Banking Authority that states that the institution is an
eligible public depository. Colorado’s PDPA requirement noted above mitigates
concentration of credit risk.
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East River Regional Sanitation District

Notes to the Financial Statements
December 31, 2025 and 2024

(Continued)

M. Detailed Notes on All Funds (continued)

B. Capital Assets

Capital asset activity for the year ended December 31, 2025 was as follows:

Beginning Ending
Balance Additions Deletions Balance
Capital assets, not being depreciated:
Land $ 128,842 - - 128,842
Total capital assets not being depreciated 128,842 - - 128,842
Depreciable/amortizable capital assets:
Office space 61,087 - - 61,087
Equipment 140,153 - - 140,153
Plant and collection system 3,858,999 98,248 (14,967) 3,942,280
Right-to-use lease asset 91,261 - - 91,261
Total depreciable capital assets 4,151,500 98,248 (14,967) 4,234,781
Less accumulated depreciation for:
Office space (45,586) (2,036) - (47,622)
Equipment (96,870) (8,985) - (105,855)
Plant and collection system (2,671,647) (69,901) 7,483 (2,734,0865)
Right-to-use lease asset (42,705) (18,402) - (61,107)
Total accumulated depreciation (2,856,808) (99,324) 7,483 (2,948,649)
Total depreciable capital assets, net 1,294,692 (1,076) (7,484) 1,286,132
Total capital assets, net $ 1,423,534 (1,076) (7,484) 1,414,974

D9



East River Regional Sanitation District

Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

M. Detailed Notes on All Funds (continued)

B. Capital Assets (continued)

Capital asset activity for the year ended December 31, 2024 was as follows:

Beginning Ending
Balance Additions Balance
Capital assets, not being depreciated:
Land $ 128,842 - 128,842
Total capital assets not being depreciated 128,842 - 128,842
Depreciable/amortizable capital assets:
Office space 61,087 - 61,087
Equipment 140,153 - 140,153
Plant and collection system 3,858,999 - 3,858,999
Right-to-use lease asset 91,261 - 91,261
Total depreciable capital assets 4,151,500 - 4,151,500
Less accumulated depreciation for:
Office space (43,550) (2,036) (45,586)
Equipment (82,682) (14,188) (96,870)
Plant and collection system (2,615,101) (56,546) (2,671,647)
Right-to-use lease asset (24,786) (17,919) (42,705)
Total accumulated depreciation (2,766,119) (90,689) (2,856,808)
Total depreciable capital assets, net 1,385,381 (90,689) 1,294,692
Total capital assets, net $ 1,514,223 (90,689) 1,423,534
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

M. Detailed Notes on All Funds (continued)

C. Long-term Liabilities

1.

Lease payable

Total

Lease Payable

In January 2022, the District entered into a lease agreement for equipment and
monitoring services for the District. The non-cancellable lease expires in August
2027. Under the terms of the lease, the District is to monthly pay a base rental
fee.

The lease liability is measured using an estimated incremental borrowing rate of
2.66%.

During 2025 and 2024, the District recorded principal reduction of $18,402 and
$17,919, respectively, against the lease payable, and incurred $1,068 and
$1,551, respectively in interest expense, in respect of the lease.

At December 31, 2025 and 2024, the District’s liability for lease payments was
$30,155, and $48,556, respectively. The value of the right-to-use asset at
December 31, 2025 and 2024 was $91,261 and $91,261, respectively, with
accumulated amortization of $61,107 and $42,705, respectively.

The following is a schedule of future principal and interest lease payments due
under the terms of the Ground Lease, absent future adjustments for inflation, at
December 31, 2025:

Year Principal Interest Total
2026 $ 18,897 573 19,470
2027 11,257 100 11,357
Total $ 30,154 673 30,827
Summary

The District’s long-term liability activity for the year ended December 31, 2025
was as follows:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year
$ 48,556 - (18,402) 30,154 18,897
$ 48,556 - (18,402) 30,154 18,897
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)
M. Detailed Notes on All Funds (continued)
C. Long-term Liabilities (continued)

2. Summary (continued)

The District’s long-term liability activity for the year ended December 31, 2024
was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Lease payable $ 66,475 - (17,919) 48,556 16,849
Total $ 66,475 - (17,919) 48,556 16,849
Iv. Other Information
A. Risk Management

The District is exposed to various risks of loss related to workers compensation; general
liability, unemployment, torts, theft of, damage to, and destruction of assets; and errors
and omissions. The District has acquired commercial coverage for these risks and
claims, if any, are not expected to exceed the commercial insurance coverage.

B. Section 401(a) Retirement Plan

The District offers its employees a retirement savings plan created in accordance with
Internal Revenue Code Section 401(a) (the “Plan”). The Plan is administered and
invested by Colorado Retirement Association (“CRA”). The benefits a participant will
receive depend solely on the amount contributed to the participant's account and the
returns earned on investments of those contributions.

The District Manager has the ability to amend benefit terms and has authorized the
following terms. Employees of the District, who work at least 12 months per year and 24
hour per week, with 12 months of continuous service, are eligible to participate in the
Plan. All participants make required contributions equal to 5% of compensation, as
defined in the Plan, and the District makes matching contributions, up to 7%, into the
Plan for employees who make elective contributions to the IRC Section 457(b) deferred
compensation plan. The District’s contributions vest 25% after two years, and the vesting
percentage increase 25% each year after that, and become fully vested after five years

The District's 2025 and 2024 covered payroll was $158,651 and $149,703, respectively.
During 2025 and 2024, the District's required and actual contributions amounted to
$17,716 and $16,777, respectively. No forfeited contributions were used to reduce the
District’s contributions. Participants' required and actual contributions for 2025 and 2024
amounted to $7,933 and $7,485, respectively.

As of December 31, 2025 and 2024, there were no outstanding contribution liabilities.
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East River Regional Sanitation District
Notes to the Financial Statements
December 31, 2025 and 2024
(Continued)

IV. Other Information (continued)

C.

Section 457(b) Deferred Compensation Plan

The District has adopted an IRC Section 457(b) deferred compensation plan
administered by CRA. Participants may defer up to the lesser of $22,500 or 100% of the
participant’s includable compensation. The District has elected not to make employer
contributions under the plan. Participants over age 50 are eligible to contribute more
than the $22,500 limit due to a catch up provision in the plan. The District is neither the
trustee nor the administrator and has no liability under the plan.
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Revenues:
Service fees
Property taxes
Specific ownership taxes
Interest
Tap fees
Miscellaneous and rents
Gain from sale of assets
Total Revenues
Expenditures:
Accounting and auditing
Salaries and payroll benefits
Directors' fees
Treasurer's fees
Repair and maintenance
Legal
Utilities
Insurance
Office expense
Operational engineering and consulting
Fees and dues
Tests
Chemicals and supplies
Miscellaneous expense
Telephone
Travel and education
Truck expense
Capital outlay
Lease:
Interest
Principal
Total Expenditures

Excess of Revenues
Over Expenditures

Reconciliation to GAAP Basis:
Capitalized assets
Depreciation and amortization
Principal payments
Net GAAP Basis Adjustments
Change in Net Position

East River Regional Sanitation District
Schedule of Revenues and Expenditures
Budget (Non-GAAP Basis) and Actual
with Reconciliation to GAAP Basis
For the Year Ended December 31, 2025
(With Comparative Totals for 2024)

2025 2024
Final Budget
Variance
Original Final Positive
Budget Budget Actual (Negative) Actual

320,000 330,640 330,640 - 317,883
121,118 121,118 121,031 (87) 121,970
6,000 6,000 6,139 139 5,961
100,000 245,000 263,087 18,087 303,699
87,720 121,931 121,931 - 283,336
1,900 1,900 1,841 (59) 2,024

- - (7,483) (7,483) -
636,738 826,589 837,186 10,597 1,034,873
9,800 9,850 9,830 20 9,354
252,000 257,000 244,227 12,773 213,078
7,000 5,000 5,600 (600) 4,800
3,557 3,657 3,745 (188) 3,957
40,000 80,000 59,522 20,478 23,906
25,000 15,000 12,098 2,902 10,192
30,000 30,000 27,440 2,560 30,503
15,000 17,500 15,376 2,124 14,892
10,000 10,015 13,020 (3,005) 10,327
5,000 - - - -
3,000 3,000 2,480 520 2,294
5,000 4,000 4,076 (76) 4,412
5,000 4,500 4,402 98 2,575
500 2,337 4,948 (2,611) 1,022
2,000 1,500 1,255 245 1,297
3,000 1,231 1,231 - -
6,000 4,000 4,242 (242) 4,734
105,000 115,000 82,166 32,834 24,780
- - 1,068 (1,068) 1,551

- - 18,402 (18,402) 17,919
526,857 563,490 515,128 48,362 381,593
109,881 263,099 322,058 58,959 653,280
98,248 -
(99,324) (90,689)

18,402 17,919
17,326 (72,770)

339,384 580,510

E1




