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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
East Routt Library District
Steamboat Springs, Colorado

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of East Routt Library District (the “District”), as of and for the year ended December 31, 2025, which
collectively comprise the District’s basic financial statements as listed in the Table of Contents, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of East Routt Library
District, as of December 31, 2025 and the respective changes in financial position thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America
(“U.S. GAAP”).

Basis for Opinions

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 East Routt Library 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 opinions.

Responsibilities of Management for the Financial Statements

East Routt Library 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][ied Public Accountants

DENVER, COLORADO AVON, COLORADO FLORENCE, ALABAMA
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INDEPENDENT AUDITOR’S REPORT
To the Board of Trustees

East Routt Library District
Steamboat Springs, Colorado

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:

o 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

Accounting principles generally accepted in the United States of America require that 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 auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.
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INDEPENDENT AUDITOR’S REPORT
To the Board of Trustees

East Routt Library District
Steamboat Springs, Colorado

Required Supplementary Information (continued)

The budgetary comparison information in section E is not a required part of the basic financial statements
but is supplementary information required by U.S. GAAP. The budgetary comparison information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the 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 financial statements as a whole.

M frshinn o f Hypitc.ca

McMahan and Associates, L.L.C.
Avon, Colorado
May 20, 2026
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Management’s Discussion and Analysis

As management of East Routt Library District (the “District”), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended December 31, 2025.

Overview of the Library

The East Routt Library District was established to provide public library services to the residents of
Steamboat Springs and surrounding area. There are currently no business-type activities of the District
and public library services include, but are not limited to:

1. Making available to citizens a collection of print, non-print and digital materials for enrichment,
education and entertainment.

Availability of public computer workstations & free WiFi for public Internet access

Maintaining a current collection of reference materials for in-house research and study.
Providing professional library staff to assist the public with their research and technology needs.
Participation in state networks and resource sharing opportunities to expand the library’s in-house
collection through the ability to borrow materials from other libraries world-wide.

Cultural and educational programs for children, teens and adults including story times, summer
reading programs, reading group discussions, film showings, lectures, and other special events
with an emphasis on early literacy, books, literature and authors.

7. Reader advisory services (what’s good to read).

aorwbd
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Financial Highlights
1. The assets of the District exceeded its liabilities by $18,346,404 at December 31, 2025. The
unrestricted net position, which represents the amounts available to meet the District's ongoing
obligations to citizens and creditors, was $7,248,067.
2. The District’s total net position increased by $1,253,512.
3. Atthe end of the current fiscal year, unassigned fund balance for the general fund was
$7,035,493 or 161% of total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis provided here are intended to serve as an introduction to the District’s basic
financial statements. The District’'s basic financial statements comprise of two components:
Government-wide financial statements and Notes to the Financial Statements.

Government-wide financial statements: The government-wide 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 and liabilities, and deferred
inflows/outflows of resources, with the difference between the two 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 Activities presents information showing how the government’s Net Position changed
during the most recent fiscal year. 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.

The government-wide financial statements can be found on pages C1 and C2 of this report.

Fund financial statements: A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The District, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The District currently has three funds, the General Fund, the Debt Service Fund, and
the Literary Sojourn Fund, which are governmental funds.
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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 resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is 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 government’s near-term financing
decisions. Both the expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

Notes to the Financial Statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The Notes to
the Financial Statements can be found section D of this report.

Government-wide financial analysis: Almost all of the District’s revenue was from property taxes (see
the Notes to the Financial Statements). Most of the District’s assets are reflected in the investment in
capital assets (i.e., buildings, land, art, furniture, fixtures, and equipment). Capital assets account for
46% of the total assets. The District will use these assets to provide services to its citizens. Accordingly,
these assets are not an available source for payment of future spending. Of the remaining net position,
3% of the governmental activities annual budget is restricted for use in the event of an emergency.

East Routt Library District's Net Position

2025 2024
Assets:
Current and other assets 12,731,200 11,247,218
Capital assets 10,944,132 10,891,372
Total Assets 23,675,332 22,138,590
Liabilities:
Other liabilities 82,386 55,259
Long-term liabilities 144,326 154,080
Total Liabilities 226,712 209,339
Deferred Inflows of Resources:
Unavailable revenue 5,102,216 4,836,359
Total Deferred Inflows of Resources 5,102,216 4,836,359
Net Position:
Investment in capital assets 10,931,748 10,866,791
Restricted 166,589 450,390
Unrestricted 7,248,067 5,775,711
Total Net Position 18,346,404 17,092,892

Approximately 60% of the District’'s Net Position reflects its investment in capital assets, which includes
land, art, buildings, furniture and equipment. The change in the District’s investment in capital assets is
largely to due current year depreciation expense being more than capital asset additions and the final
principal payments on debt, which was paid off early.
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East Routt Library District's Change in Net Position

Revenues: 2025 2024
Program revenues:
Library operations 48,595 42,620
Grants and contributions 90,434 105,238
General revenues:
Taxes 5,153,532 3,448,150
Interest 336,270 363,671
Other income 30,576 38,254
Total Revenues 5,659,407 3,997,933
Expenses:
Library operations 4,309,579 3,978,420
Literary Sojourn 95,940 84,310
Interest on long-term debt 376 559
Total Expenses 4,405,895 4,063,289
Change in Net Position 1,253,512 (65,356)
Net Position:
Beginning of Year 17,092,892 17,158,248
Ending of Year 18,346,404 17,092,892

The increase in net position is mainly attributable to an increase in property tax collections. Property
taxes were the most significant source of general revenues for the District accounting for approximately
86% of revenues. Interest on investments account for 6% or revenue. Specific ownership taxes, which
consist of vehicle taxes collected by Routt County, were also a significant source of revenue accounting
for 5% of total revenues.
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Financial Analysis of the District’s Funds
As mentioned earlier, the District uses fund accounting to ensure and demonstrate compliance with

finance-related legal requirements. The District had the following changes in its General Fund for the
years 2017 through 2025:

Financial Position

8,000,000
7,000,000
6,000,000
5,000,000
3 4,000,000
3,000,000
2,000,000
1,000,000 I I I I
2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

ERevenues ®Expenses m=Fund Balance

The District’'s General Fund had an increase in fund balance of $1,180,489 due to increased property
taxes. The ending fund balance in the general fund was $7,202,082.

The following chart represents the District’s revenues in the general fund:

Revenues

= Specificownership taxes
5.59%

= Interestincome
5.82%

= Property taxes

87.22% = Collectionrevenue

0.88%

= Grantincome
0.50%

Property taxes make up the largest source of revenue for the District general fund.
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The following chart represents the District’s expenses in the general fund:

Computerservices

5% = Building maintenance
and operations
10%

EXpenseS = Administrative
5%

= Personnel services
50%

= Library programs
1%
Treasurer's fee

3%

= Library collection
13%

= Capital outlay, 13% = Debtservice
0%

The District's General Fund expenditures decreased $165,540 (over 2024 expenditures), due in large part
to the early payment of debt and closing of the debt service fund in the previous year.

Budget variances in the General Fund: The District's 2025 budget was approved at the end of 2024.
The District did not amend its budget for 2025. Significant budget variances were as follows:

Variance
Final From Final
Budget Actual Budget Reason

Revenues:

Specific ownership taxes 180,000 310,476 130,476  Conservative budgeting

Interest 285,000 323,029 38,029  Conservative budgeting
Expenditures:

Personnel senices 2,261,464 2,179,882 81,582  Conservative budgeting

Administrative 246,365 203,440 42,925 Conservative budgeting

Capital outlay 446,200 546,437 (100,237) Building projects exceeded

expectations

Capital assets: The District’s had a net investment in capital of assets of $10,944,132 at the end of 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 of this report.

Next year’s budget and rates: The District had $7,202,082 of fund balance at the end of the current
fiscal year. The 2026 budget anticipates revenues of $5,678,451 and expenditures of $5,281,773.

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 financial information should be addressed to Alysa Selby, East Routt
Library District, 1289 Lincoln Avenue, Steamboat Springs, CO 80487 or you may call 970-367-4929.
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Governmental Funds Balance Sheet / Statement of Net Position

East Routt Library District

December 31, 2025

Literary Governmental
General Sojourn Balance Statement of
Fund Fund Sheet Adjustments Net Position
Assets:
Cash and cash equivalents 7,284,468 341,516 7,625,984 - 7,625,984
Prepaid expenses - 3,000 3,000 - 3,000
Property taxes receivable 5,102,216 - 5,102,216 - 5,102,216
Capital assets, net of depreciation and amortization - - - 10,944,132 10,944,132
Total Assets 12,386,684 344,516 12,731,200 10,944,132 23,675,332
Liabilities:
Accounts payable and accrued liabilities 82,386 - 82,386 - 82,386
Accrued compensated absences - - - 131,942 131,942
Non-current liabilities:
Due within one year - - - 12,384 12,384
Total Liabilities 82,386 - 82,386 144,326 226,712
Deferred Inflows of Resources:
Unavailable revenue - property taxes 5,102,216 - 5,102,216 - 5,102,216
Total Deferred Inflows of Resources 5,102,216 - 5,102,216 - 5,102,216
Fund Balance:
Nonspendable - 3,000 3,000
Restricted for:
TABOR 166,589 - 166,589 (166,589)
Committed for:
Literary sojourn - 341,516 341,516 (341,516)
Unassigned 7,035,493 - 7,035,493 (7,035,493)
Total Fund Balance 7,202,082 344,516 7,546,598 (7,546,598)
Total Liabilities, Deferred Inflows of
Resources and Fund Balance 12,386,684 344,516 12,731,200 (12,731,200)
Net Position:
Investment in capital assets 10,931,748 10,931,748
Restricted 166,589 166,589
Unrestricted 7,248,067 7,248,067
Total Net Position 18,346,404 18,346,404

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



East Routt Library District

Statement of Revenues, Expenditures and Changes in Fund Balances / Statement of Activities

For the Year Ended December 31, 2025

Literary Total
General Sojourn Governmental Statement of
Fund Fund Funds Adjustments Activities
Revenues:
Property taxes 4,843,056 - 4,843,056 - 4,843,056
Specific ownership taxes 310,476 - 310,476 - 310,476
Interest 323,029 13,241 336,270 - 336,270
Fines and fees 48,595 - 48,595 - 48,595
Grants and contributions 27,802 62,632 90,434 - 90,434
Other income - 30,576 30,576 - 30,576
Total Revenues 5,552,958 106,449 5,659,407 - 5,659,407
Expenditures/Expenses:
Personnel services 2,179,882 - 2,179,882 2,443 2,182,325
Administrative 203,440 - 203,440 - 203,440
Computer services 215,696 - 215,696 - 215,696
Building maintenance and operations 455,782 - 455,782 493,677 949,459
Library programs 27,920 95,940 123,860 - 123,860
Treasurer's fee 145,550 - 145,550 - 145,550
Library collection 585,189 - 585,189 - 585,189
Capital outlay 546,437 - 546,437 (546,437) -
Debt service:
Principal - SBITA 12,197 - 12,197 (12,197) -
Interest - SBITA 376 - 376 - 376
Total Expenditures/Expenses 4,372,469 95,940 4,468,409 (62,514) 4,405,895
Change in Fund Balance/Net Position 1,180,489 10,509 1,190,998 62,514 1,253,512
Fund Balances/Net Position:
Beginning of Year 6,021,593 334,007 6,355,600 - 17,092,892
End of Year 7,202,082 344,516 7,546,598 - 18,346,404

The accompanying notes are an integral part of these financial statements.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025

Summary of Significant Accounting Policies

The East Routt Library District (the “District”), Steamboat Springs, Colorado was incorporated as
a special district under Colorado Revised Statutes to provide library services to Steamboat
Springs and the surrounding areas of Routt County. The District operates under the laws of the
State of Colorado and its governed by a Board of Trustees who are appointed jointly by the
County Commissioners of Routt County, Steamboat Springs City Council, and Steamboat
Springs School District RE-2.

The District’s financial statements are prepared in accordance with U.S. 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 the primary government and component units.
Component units are legally separate entities that are included in a government’s
reporting entity because of the significance of their operating or financial relationships
with the District. The District does not have any component units for which is it financially
accountable

B. Government-wide and Fund Financial Statements

The District’s basic financial statements include both government-wide (reporting the
District as a whole) and fund financial statements (reporting the District's major funds).
Both the government-wide and fund financial statements categorize primary activities as
either governmental or business type. Currently, the District has only governmental
activities.

1. Government-wide Financial Statements

The government-wide financial statements (i.e. the Statement of Net Position and
the Statement of Activities) report information on all activities of the District. Both
of the government-wide financial statements are designed to distinguish
functions of the District that are principally supported by intergovernmental
revenues and operating grants (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through their user
fees and charges (business-type activities). The District does not have any
business-type activities.

The Statement of Activities demonstrates the degree to which the direct
expenses of a given function or segments are offset by general and program
revenues. Direct expenses are those that are clearly identifiable within a specific
function or program. Program revenues include 1) fees or charges to citizens and
other governmental entities that receive or directly benefit from services provided
by a given function or program, and 2) grants, contributions and other revenues
that are restricted to use in the operational or capital requirements of a specific
function or program. Other revenues not directly related to a particular function or
program, if any, are reported separately as general revenues.

The financial transactions of the District are reported in individual funds in the
fund financial statements. Each fund is accounted for by providing a separate
set of self-balancing accounts that comprises its assets, liabilities, TABOR
reserves, fund equity, revenues and expenditures/expenses.

D1



East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Summary of Significant Accounting Policies (continued)

B. Government-wide and Fund Financial Statements (continued)

2,

Fund Financial Statements

The fund focus is on current available resources and budget compliance.

The District reports the following major governmental funds:

General Fund - This is the District's primary operating fund. It accounts for all
financial resources of the general government, except those required to be

accounted for in another fund.

Literary Sojourn Fund - The Literary Sojourn Fund is used to account for the
accumulation of resources specifically for the Literary Sojourn festival.

C. Measurement Focus and Basis of Accounting

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.

1.

Long-term Economic Focus and Accrual Basis

Governmental activities in the government-wide financial statements 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.

Current Financial Focus and Modified Accrual Basis

The governmental fund financial statements use the current financial focus and
are presented on the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recorded when susceptible to accrual;
i.e., both measurable and available. “Available” means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the
current period. Expenditures are generally recognized when the related liability
is incurred. The exception to this general rule is that principal and interest on
general long-term debt, if any, is recognized when due.

The District considers revenues collected within 60 days after year end to be
available and thus recognizes them as revenues in the current year. Property
taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recognized as soon as all eligibility requirements imposed
by the provider have been met.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts

1.

Cash, Cash Equivalents, and Investments

Cash and cash equivalents are defined as deposits that can be withdrawn at any
time without notice or penalty and investments with maturities of three months or
less.

Investments are stated at fair value or net asset value or amortized cost. The
change in value of investments is recognized as an increase or decrease to
investment assets and investment income.

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

e Obligations of the United States and certain U.S. government agency
securities

Certain international agency securities

General obligation and revenue bonds of U.S. local government entities
Banker's acceptances of certain banks

Commercial paper

FDIC-Insured Certificates of Deposit

Written repurchase agreements collateralized by certain authorized
securities

e Certain money market mutual funds

e Guaranteed investment contract

e Local government investment pools

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 on the fund financial statements.

Prepaid Expenses
Certain payments to vendors reflect costs applicable to future accounting periods

and are recorded as prepaid items in both the district-wide and fund financial
statements.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

4,

Capital Assets

Capital assets, which include buildings, improvements, equipment and furniture
are reported in the government-wide financial statements. Capital assets include
assets with an individual cost of $5,000 or more and an estimated useful life in
excess of three years. Such assets are recorded at historical cost. Donated
capital assets are recorded at estimated fair value at the date of donation.

The District’s library collection consisting of books, videos, and other library
materials is not capitalized. The collection is unencumbered, held for public
exhibition and education, protected, and cared for by the District.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Furniture, fixtures and equipment 5to 10 years
Buildings and improvements 40 years
Computer equipment 3 to 5 years

Compensated Absences

The District allows its employees to accumulate paid time off. The liability for
compensated absences reported in the government-wide statements consists of
unpaid, accumulated annual and sick leave balances. The liability has been
calculated at 100% of paid time off and 37% of sick time off, in which leave
amounts for both employees who currently are eligible to receive termination
payments and other employees who are expected to become eligible in the
future to receive such payments upon termination are included. The District does
not allow more than one year of balances to accumulate.

The District estimates how much of the leave is more likely than not to be used
as paid leave and recognizes that portion as a liability for compensated
absences. At December 31, 2025, the estimated value of accumulated personal
days off and sick leave is $131,942.

Long-term Debt

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities. Debt premiums and accounting gains or
losses resulting from debt refunding’s are deferred and amortized over the life of
the debt using the effective-interest method and reported as a component of
interest expense. In the governmental fund financial statements, the face amount
of the debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources. Issuance costs, whether
or not withheld from the debt proceeds, are reported as current expenses or
expenditures.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Summary of Significant Accounting Policies (continued)

D.

Financial Statement Accounts (continued)

7.

Subscription Based Information Technology Arrangements

The District is party to a noncancellable right-of-use subscription asset. The
District recognizes a subscription liability and an intangible right-to-use
subscription asset.

At the commencement of a lease, the District initially measures the subscription
liability at the present value of payments expected to be made during the term.

Subsequently, the subscription liability is reduced by the principal portion of
subscription payments made. The subscription asset is initially measured as the
initial amount of the subscription liability, adjusted for subscription payments
made at or before the subscription commencement date, plus certain initial direct
costs. Subsequently, the subscription asset is amortized on a straight-line basis
over its useful life.

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

Discount Rate: The District uses the interest rate charged by the vendor
as the discount rate to discount the expected lease payments to present
value. When the interest rate charged by the vendor is not provided, the
District uses its incremental rate of borrowing.

Term: The subscription term includes the noncancellable period of the
agreement and extended term(s) that the District is reasonably certain to
exercise.

Payments: Subscription payments included in the measurement of the
subscription liability are composed of fixed increasing payments, and
purchase option price that the District is reasonably certain to exercise.

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

Subscription assets are reported with other capital assets and subscription
liabilities are reported with long-term debt on the Statement of Net Position.

Deferred Inflows and Outflows of Resources
Deferred outflows of resources represent a consumption of net assets that
applies to a future period(s) and so will not be recognized as an outflow of

resources (expense/expenditure) until that time. The District does not have any
items that qualify for this category.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Summary of Significant Accounting Policies (continued)

D. Financial Statement Accounts (continued)

8.

10.

Deferred Inflows and Outflows of Resources (continued)

Deferred inflows of resources represent 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 only one item that qualifies for
reporting in this category, unavailable revenue from property taxes, reported in
the governmental balance sheet and on the Statement of Net Position. This
amount is deferred and recognized as an inflow of resources in the period that
the amount becomes available.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosures of contingent assets and
liabilities as of the date of the financial statements, and the reported amount of
revenues and expenses during the period. Actual results could differ from those
estimates.

Categories and Classification of Fund Balance

Governmental accounting standards establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is
bound to observe constraints imposed upon the use of the resources reported in
governmental funds. Fund balance classifications include Non-spendable,
Restricted, Committed, Assigned and Unassigned. These classifications reflect
not only the nature of funds, but also provide clarity to the level of restriction
placed upon fund balance. Fund Balance can have different levels of restraint,
such as external versus internal compliance requirements. Unassigned fund
balance is a residual classification within the general fund. The general fund
should be the only fund that reports a positive unassigned balance. In all other
funds, unassigned is limited to negative residual fund balance. For further details
of the various fund balance classifications refer to Note I.E.

E. Fund Balance Disclosure

The District classifies governmental fund balances as follows:

1.

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

Spendable Fund Balance:
a. Restricted — includes fund balance amounts that are constrained for
specific purposes which are externally imposed by providers, such as

creditors or amounts constrained due to constitutional provisions or
enabling legislation.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

. Summary of Significant Accounting Policies (continued)

E.

Fund Balance Disclosure (continued)

b. Committed — includes fund balance amounts that are constrained for
specific purposes that are internally imposed by the government through
formal action of the highest level of decision making authority which is
the Board. The District's original budget legislation begins with
combining historical data, assessment of needs for the upcoming year
and the Board’s platform to review and/or make changes to each
department’s budget. Before year end, a budgetary committee will meet
again with each department for final review and approval of preliminary
budget. The Budget is then formally presented to the Board via an
advertised public process for their review, revisions and final approval by
year end. All subsequent budget requests made during the year, after
the Board’s approval, must be presented via a public process and again
approval by the Board.

(o Assigned — includes spendable fund balance amounts that are intended
to be used for specific purposes that are neither considered restricted or
committed. Fund Balance may be assigned by the Board or its
management designee.

d. Unassigned - includes residual positive fund balance within the General
Fund which has not been classified within the other above-mentioned
categories. Unassigned fund balance may also include negative
balances for any governmental fund if expenditures exceed amounts
restricted, committed.

The District uses restricted amounts to be spent first when both restricted and
unrestricted fund balance is available unless there are legal documents/contracts that
prohibit doing this, such as in grant agreements requiring dollar for dollar spending.
Additionally, the District would first use committed, then assigned and lastly unassigned
amounts of unrestricted fund balance when expenditures are made. The District does
not have a formal minimum fund balance policy. However, the District's budget includes
a calculation of a targeted reserve positions, and the Administration calculates targets
and report them annually to the Board.

1. Reconciliation of Government-wide and Fund Financial Statements

A.

Explanation of certain differences between the governmental fund Balance Sheet
and the government-wide Statement of Net Position

The governmental fund Balance Sheet includes adjustments between fund balance —
governmental funds and Net Position of governmental activities as reported in the
government-wide Statement of Net Position. One element of the reconciling column
accounts for capital assets used in governmental activities that are not financial
resources and, therefore, are not reported in the funds. $10,944,132 represents the book
value of capital assets at December 31, 2025, made up of $18,392,763 of capital assets
at cost, net of accumulated depreciation and amortization of $7,448,631. Long-term
liabilities of $144,326 are not due and payable in the current period, and therefore are not
reported in the fund financial statements. This amount is made up of $131,942 related to
compensated absences and $12,384 related to subscription based information
technology agreements.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Reconciliation of Government-wide and Fund Financial Statements (continued)

B.

Explanation of certain differences between the governmental fund Statement of
Revenue, Expenditures and Changes in Fund Balance and the government-wide
Statement of Activities

The governmental fund Statement of Revenues, Expenditures and Changes in Fund
Balances includes adjustments between net change in fund balance of governmental
funds and changes in Net Position of governmental activities as reported in the
government-wide Statement of Activities. One element of the reconciliation involves the
additions of capital assets of $546,437 as these items are reported as expenditures in the
governmental funds report. However, in the statement of activities, the cost of these
assets is allocated over their estimated useful lives and reported as depreciation expense
therefore another reconciling item includes depreciation and amortization on fixed assets
of $493,677.

The payments on subscription agreements totaled $12,197 and are expenditures on the
governmental funds report. The final element of the reconciliation is the change in the
accrued compensated absences of $2,443.

Stewardship, Compliance, and Accountability

A.

Budgetary Information

Budgets are adopted on a basis consistent with U.S. generally accepted accounting
principles. Annual appropriations are adopted for all funds. Expenditures may not legally
exceed appropriations at the fund level. All appropriations lapse at year end. In the fall
of each year, the District's Board of Trustees formally adopts a budget with appropriations
by fund for the ensuing year pursuant to the Colorado Local Budget Law. The budget for
the governmental funds are adopted on a basis consistent with U.S. generally accepted
accounting principles (GAAP).

(1) For the 2025 budget, prior to August 25, the County Assessor sent to the District
a certified assessed valuation of all taxable property within the District's
boundaries.

(2) On or before October 15, 2024, the Director submitted to the District's Board of
Trustees a recommended budget that detailed the necessary property taxes
needed along with other available revenues to meet the District's operating
requirements.

(3) For the 2025 budget, prior to December 15, 2024, the District computed and
certified to the County Commissioners a rate of levy that will derive the
necessary property taxes as computed in the proposed budget.

(4) After a required public hearing, the District adopted the proposed budget and an
appropriating resolution that legally appropriated expenditures for the upcoming
year.

(5) After adoption of the budget resolution, the District may make the following
changes: (a) supplemental appropriations to the extent of revenues in excess of
the estimated in the budget; (b) emergency appropriations; and (c) reduction of
appropriations for which originally estimated revenues are insufficient.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

M. Stewardship, Compliance, and Accountability (continued)

A.

Budgetary Information (continued)

The level of control in the budget at which expenditures exceed appropriations is at the
fund level. All appropriations lapse at year-end.

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 15th.

TABOR Amendment

Colorado voters passed an amendment to the State Constitution, Article X, Section 20
(“TABOR”), which has several limitations, including raising revenue, spending abilities,
and other specific requirements of state and local governments. The amendment is
complex and subject to judicial interpretation. The District believes it is in compliance
with the requirements of the amendment.

One of the requirements of TABOR is for 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 revenue (excluding bonded debt service). The District has
reserved a portion of its December 31, 2025 year end fund balance in the General Fund
for emergencies as required under TABOR in the amount of $166,589, which is the
approximate required reserve at December 31, 2025.

In November, 1997 the District voters passed a ballot question authorizing the District to
collect, retain and spend all revenues and other funds collected in excess of fiscal year
spending for every fiscal year thereafter.

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

Iv. Detailed Notes on All Funds
A. Cash, Cash Equivalents, and Investments

The District’'s cash and cash equivalents are entirely covered by federal depository
insurance (“FDIC”) or by collateral held under Colorado’s Public Deposit Protection Act
(“PDPA”). As of year-end, the carrying amount of the District’'s cash, cash equivalents
and investments was $210,351.

At December 31, 2025, the District had no unrealized gains or losses. The District had
the following cash, cash equivalents and investments with the following maturities:

Maturities
Carrying Less than One to
Rating Amounts one year five years
Cash and cash equivalents:
Checking Not Rated 210,351 - -
Investment pools AAAmM 7,415,633 - -
7,625,984

The Investment Pools represents investments in the Colorado Government Liquid Asset
Trust (“COLOTRUST”), Colorado Statewide Investment Program (“CSIP”) and Colorado
Surplus Asset Fund Trust (“CSAFE”) which are 2a7-like pools. The net asset value or
amortized cost of the pool is determined by the pool’s share price. The District has no
regulatory oversight for the pools.

Fair Value of Investments
The District measures and records its investments using fair value measurement
guidelines established by generally accepted accounting principles. These guidelines
recognize a three-tiered fair value hierarchy, as follows:

e Level 1: Quoted prices for identical investments in active markets;

e Level 2: Observable inputs other than quoted market prices; and,

e Level 3: Unobservable inputs.

At December 31, 2025 the District had the following recurring fair value measurements:

Investments Measured at Net Asset Value
Colotrust plus+ 4,364,335

Investments Measured at Amortized Cost
CSIP 1,525,699
CSAFE 1,525,599
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

IV. Detailed Notes on All Funds (continued)

A

Cash, Cash Equivalents, and Investments (continued)

Investments classified in Level 1 are valued using prices quoted in active markets for
those securities. Investments classified in Level 2 are valued using the following
approaches

e U.S. Treasuries, U.S. Agencies, and Commercial Paper: quoted prices for
identical securities in markets that are not active;

e Repurchase Agreements, Negotiable Certificates of Deposit, and Collateralized
Debt Obligations: matrix pricing based on the securities’ relationship to
benchmark quoted prices;

e Money Market, Bond, and Equity Mutual Funds: published fair value per share
(unit) for each fund.

The fair value of the COLOTRUST investment pool is determined by the pool’s share
price. The District has no regulatory oversight for the pool. At December 31, 2025, the
District’s cash in COLOTRUST were 75% of the District’s portfolio.

Interest Rate Risk. As a means of limiting its exposure to interest rate risk, the District
has invested primarily in COLOTRUST. Funds in COLOTRUST can be withdrawn
without notice or penalty.

Credit Risk. The District’s investment policy limits investments to those authorized by
State statutes as listed in note 1.D.1. 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.

Concentration of Credit Risk. The District diversifies its investments by security type and
institution. Financial institutions holding District funds must provide the District a copy of
the certificate from the Banking Authority that states that the institution is an eligible
public depository.

Custodial Credit Risk: At December 31, 2025, the District had invested $4,364,335 in the
Colorado Local Government Liquid Asset Trust (the “Trust”), an investment vehicle
established for local government entities in Colorado to pool surplus funds. The State
Securities Commission administers and enforces all State statutes governing the Trust.
The Trust operates similarly to a money market fund and each share is equal in value to
$1. The Trust offers shares in two portfolios, COLOTRUST PRIME and COLOTRUST
PLUS+. COLOTRUST PRIME invests only in U.S. Treasury and government agencies.
COLOTRUST PLUS+ can invest in U.S. Treasury, government agencies, and in the
highest-rate commercial paper. A designated custodial bank serves as custodian for the
Trust’s portfolios pursuant to a custodian agreement. The custodian acts as a
safekeeping agent for the Trust's investment portfolios and provides services as the
depository in connection with direct investments and withdrawals. The custodian’s
internal records segregate investments owned by the Trust. The Trust is rated AAAm by
Standard and Poor’s and is measured at net asset value. There are no unfunded
commitments, the redemption frequency is daily and there is no redemption notice
period.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

IV. Detailed Notes on All Funds (continued)

B. Capital Assets

The District had the following capital asset changes during the past year:

Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated:
Land 1,015,279 - - 1,015,279
Public art 127,652 - - 127,652
Total capital assets not being depreciated 1,142,931 - - 1,142,931
Capital assets, being depreciated & amortized:
Buildings and improvements 15,481,328 533,865 - 16,015,193
Furniture and equipment 1,161,984 12,572 - 1,174,556
Subscription assets 60,083 - - 60,083
Total capital assets being depreciated & amortized 16,703,395 546,437 - 17,249,832
Less accumulated depreciation & amortization for:
Buildings and improvements (5,903,070) (455,588) - (6,358,658)
Furniture and equipment (1,015,834) (26,072) - (1,041,906)
Subscription assets (36,050) (12,017) - (48,067)
Total accumulated depreciation & amortization (6,954,954) (493,677) - (7,448,631)
Total capital assets being depreciated & amortized, net 9,748,441 52,760 - 9,801,201
Total capital assets, net 10,891,372 52,760 - 10,944,132

All depreciation and amortization expense was charged to operations in the District’s

statement of activities.

C. Long-Term Debt

1. Subscription-Based Information Technology Arrangements

The district is part of a subscription-based information technology arrangements
(the “SBITA”) for use of equipment and software. The agreement has annual
payments of $12,573, due in September, with the final payment in 2026. The
agreement has an interest rate of 1.53%. During 2025 the District paid $12,197 in
principal and $376 in interest under this agreement.

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

IV. Detailed Notes on All Funds (continued)
C. Long-Term Debt (continued)
2. Annual Debt Service Requirements
The following is a summary of annual debt service requirements for
governmental activities related to the District's SBITAs, due within one year on
the following table:
Total
Year Principal Interest Debt Service
2026 12,384 189 12,573
Total 12,384 189 12,573
3. Changes in Long-term Obligations
Beginning Ending Due within
Balance Additions Reductions Balance one year
Subscription Based IT Agreements 24,581 - (12,197) 12,384 12,384
Accrued Comp. Absences * 129,499 2,443 - 131,942 -
Total long-term liabilities 154,080 2,443 (12,197) 144,326 12,384

V.

*The change in compensated absences liability is presented as a net change.

The compensated absences liabilities will be paid from the general fund as
payments become due. The Subscription based IT agreements are paid from the
general fund.

Other Information
A. Risk Management
1. Colorado Special District Property and Liability Pool

The District is insured for such risks as a member of the Colorado Special
Districts Property and Liability Pool (“Pool”). Additionally, the District is afforded
certain protection under the Colorado Governmental Immunity Act which limits
the District’s liability in certain situations to $387,000 per person and $1,093,000
per occurrence. The Pool is an organization created by intergovernmental
agreement to provide property and general liability, automobile physical damage
and liability, public officials liability and boiler and machinery coverage to its
members. The Pool provides coverage for property claims up to the values
declared and liability coverage for claims up to $1,000,000. Settled claims have
not exceeded this coverage in any of the past three fiscal years.
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East Routt Library District
Notes to the Financial Statements
December 31, 2025
(continued)

V. Other Information (continued)
A. Risk Management (continued)
1. Colorado Special District Property and Liability Pool (continued)

The District pays annual premiums to the Pool for liability, property and public
official’s coverage. In the event aggregated losses incurred by the Pool exceed
amounts recoverable from reinsurance contracts and funds accumulated by the
Pool, the Pool may require additional contributions from the Pool members. Any
excess funds which the Pool determines are not needed for purposes of the Pool
may be returned to the members pursuant to a distribution formula.

The audited statutory basis financial information for the Pool is available here:
https://csdpool.org/financials

Other Risks

The District carried commercial insurance for all other risks of loss not addressed
above, including worker’'s compensation and employee health and accident
insurance. Any settled claims are not expected to exceed the commercial
insurance coverage.

B. Employee Benefit Plans

1.

Retirement Savings Plan

The District established a 401a and 457 contribution plan for all eligible
employees. Both plans are administered by Mission Square Retirement.

401a Plan: The District’'s contribution for each employee and investments
earnings allocated to the employees’ accounts are fully vested. The District
contributes 3% or 5% of eligible employees’ salaries. Eligible employees are not
required to contribute to this plan. Plan provisions and contribution requirements
are established and may be amended by the District.

457 Plan: The District’'s contribution for each employee and investments
earnings allocated to the employees’ accounts are fully vested. The District
matches $2,000, $3,000 or $4,000 of eligible employees’ contributions. Plan
provisions and contribution requirements are established and may be amended
by the District.

The District’s contributions to the plans were $154,392 during the year ended
December 31, 2025.

C. Subsequent Events

Management has evaluated subsequent events through the date these financial
statements were available to be issued.
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East Routt Library District
Schedule of Revenues, Expenditure and Changes in Fund Balances - Budget to Actual

General Fund
For the Year Ended December 31, 2025
(With Comparative Actual Amounts for 2024)

2025 2024
Final Budget
Variance
Original Final Actual Positive Actual
Budget Budget Amounts (Negative) Amounts
Revenues:
Property taxes 4,831,359 4,831,359 4,843,056 11,697 3,245,387
Specific ownership taxes 180,000 180,000 310,476 130,476 202,763
Interest 285,000 285,000 323,029 38,029 348,060
Fines and fees 37,260 37,260 48,595 11,335 42,620
Grants and contributions 14,126 14,126 27,802 13,676 40,602
Total Revenues 5,347,745 5,347,745 5,552,958 205,213 3,879,432
Expenditures:
Personnel services 2,261,464 2,261,464 2,179,882 81,582 1,947,053
Administrative 246,365 246,365 203,440 42,925 210,852
Computer services 223,700 223,700 215,696 8,004 235,362
Building maintenance and operations 441,872 441,872 455,782 (13,910) 382,801
Library programs 22,100 22,100 27,920 (5,820) 25,684
Treasurer's fee 145,000 145,000 145,550 (550) 97,523
Library collection 585,830 585,830 585,189 641 582,648
Capital outlay 416,000 446,200 546,437 (100,237) 368,430
Debt service:
Principal - SBITA - - 12,197 (12,197) 12,014
Interest - SBITA - - 376 (376) 559
Total Expenditures 4,342,331 4,372,531 4,372,469 62 3,862,926
Excess (Deficiency) of
Revenues Over Expenditures 1,005,414 975,214 1,180,489 205,275 16,506
Other Financing (Uses):
Transfers (out) - - - - (675,083)
Total Other Financing (Uses) - - - - (675,083)
Change in Net Position 1,005,414 975,214 1,180,489 205,275 (658,577)
Net Position - Beginning of Year 6,021,593 6,021,593 6,021,593 - 6,680,170
Net Position - Ending of Year 7,027,007 6,996,807 7,202,082 205,275 6,021,593
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For the Year Ended December 31, 2025

East Routt Library District
Schedule of Revenues, Expenditure and Changes in Fund Balances - Budget to Actual
Literary Sojourn Fund

(With Comparative Actual Amounts for 2024)

2025 2024
Final Budget
Original Variance
& Final Actual Positive Actual
Budget Amounts (Negative) Amounts
Revenues:
Interest 11,500 13,241 1,741 15,445
Grants and contributions 41,225 62,632 21,407 64,636
Other income 54,375 30,576 (23,799) 38,254
Total Revenues 107,100 106,449 (651) 118,335
Expenditures:
Library programs:
Author 51,800 50,630 1,170 42,168
Food and beverage 25,000 23,110 1,890 19,399
Facilities and equipment rental 15,500 13,916 1,584 13,470
Graphic design 4,200 4,125 75 4,125
Other 10,600 4,159 6,441 5,148
Total Expenditures 107,100 95,940 11,160 84,310
Change in Net Position - 10,509 10,509 34,025
Net Position - Beginning of Year 334,007 334,007 - 299,982
Net Position - Ending of Year 334,007 344,516 10,509 334,007
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