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The Honorable Mayor, Town Council, and Citizens of the Town of Pagosa Springs:

We are pleased to present the Annual Comprehensive Financial Report for the Town of Pagosa Springs,
Colorado, for the fiscal year ending December 31, 2025. Responsibility for both the accuracy of the data
and the completeness and fairness of the presentation, including all disclosures, rests with the Town. To
the best of our knowledge and belief, the presented data is accurate in all material respects and is
reported in a manner designed to present the financial position and results of operations of the various
funds and account groups of the Town fairly. All disclosures necessary to enable the reader to gain an
understanding of the Town's financial activities have been included.

The Town of Pagosa Springs financial statements have been audited by Squire & Company, PC, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the Town of Pagosa Springs for the fiscal year ending
December 31, 2025, are free of material misstatement. The independent audit involved examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statement; assessing the
accounting principles used and significant estimates made by management; and evaluating the overall
financial statement presentation. The independent auditor has issued an unmodified (clean) opinion on
the Town's financial statements for the year ended December 31, 2025. The independent auditor's
report is located at the front of the financial section of this report.

Management's Discussion and Analysis (MD&A) immediately follows the independent auditor's report
and provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this transmittal letter and should be read in conjunction with it.

The Annual Comprehensive Financial Report is presented in three sections: introductory, financial, and
statistical. The introductory section includes this transmittal letter and a list of principal officials. The
financial sections include the management's discussion and analysis letter, the government-wide
financial statements, the fund financial statements, notes to the financial statements, as well as the
auditor’s report on the financial statements and schedules. The statistical section includes selected
financial demographic information, generally presented on a multi-year basis.

This report includes all funds and account groups of the Town and the Town of Pagosa Springs Sanitation
General Improvement District (PSSGID). The Town provides a full range of services, including police
protection, community and economic development, visitor initiatives, maintenance of streets and parks,
municipal court, building inspection, planning and zoning, and general administrative services. The
Town’s recreation facilities and programs are utilized heavily by the residents of Archuleta County, and
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we continue to be the largest provider of these services within the County. The PSSGID operates a
sanitary sewer utility in a majority of the Town Limits as well in areas surrounding the Town.

Town of Pagosa Springs Profile: The Town of Pagosa Springs is a Home Rule Municipality and county
seat for Archuleta County, Colorado, United States. It operates under a Council-Manager form of
government. It was incorporated on March 18, 1891. The estimated population of the Town is 1,882
and is the only incorporated municipality in Archuleta County, population 14,478. The Town is located
in the upper San Juan Basin, surrounded by the San Juan National Forest, Weminuche and South San
Juan wilderness areas, the Southern Ute Indian Reservation, and the Jicarilla Apache Reservation. The
Town is named for a system of sulfur springs which boasts to be the world’s deepest hot springs. The
Ute people called these springs Pah Gosah.

Local economy: The Town of Pagosa Springs economy is intertwined with that of Archuleta County as a
majority of County residents reside in suburbs surrounding the Town. It is a regional hub for medical,
shopping, goods, and services. Archuleta County School District’s three campuses—elementary, middle,
and high schools—are located within the boundaries of the Town, as are offices for the United States
Forest Service and Postal Service. The largest employers in the region are the Pagosa Springs Medical
Center, Wolf Creek Ski Area, Walmart, Archuleta County School District 50 JT, and City Market.

The Visitor Industry is a significant industry in the community. Visitors enjoy the natural beauty of the
area including soaking in the area’s hot springs, hiking and skiing in the mountains, floating or rafting the
San Juan River, enjoying a concert, and dining at great restaurants. Many of these service jobs are not
only supported by visitors, but also by a large retirement community who have chosen the Pagosa
Springs area to spend their golden years.

The Town has continued to follow the path set out in its Pagosa Springs Forward Comprehensive Plan
from April 2018 and continued work in 2025 on key community priorities including housing, recreation,
and downtown improvements. The Town supported affordable and attainable housing efforts through
partnership with the Community Development Corporation’s Chris Mountain Il project, pursued trail
connectivity improvements, and continued downtown placemaking investments. The Springs Resort
continued expanding its visitor amenities, reflecting the ongoing importance of the visitor economy to
Pagosa Springs.

In 2025, the Town advanced one of Town Council’s highest priorities by accelerating upgrades to the
Pagosa Springs Sanitation General Improvement District (PSSGID) collection system and related
infrastructure. The Town issued $4.5 million in revenue bonds to begin reconstruction of major sewer
line crossings and initiated design on the highest-priority system needs. Key early projects included the
award of the McCabe Creek crossing bid and continued replacement of aging and failing lines in the
downtown area, including work coordinated with the US 160 construction corridor and replacement of
sewer laterals at no expense to participating property owners. In November 2025, voters authorized a
new 1 percent Town sales tax dedicated to sanitary sewer system repairs, passing with 76 percent
approval.
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Sales tax continues to be a significant revenue stream for the Town. Overall collections have remained
strong in recent years as Pagosa Springs continues to attract visitors and serve as a regional hub for
goods, services, and recreation. In 2025, the community also approved a dedicated 1 percent Town sales
tax to support long-term sanitary sewer system repairs, providing a stable local funding source for
essential infrastructure investment.

In October 2025, the Town responded to a significant flood event and continues to pursue recovery
efforts including debris cleanup, embankment stabilization, and channel shaping along the San Juan
River. The Town secured approximately $3.3 million through the Natural Resources Conservation Service
Emergency Watershed Protection program to support flood recovery work and continues to explore
additional funding alternatives.

The Town also supported local and regional emergency operations during the 2025 wildfire season and
updated the municipal code to streamline the process for declaring and removing fire restrictions
following consultation with public safety leadership.

Major community and transportation coordination efforts continued in 2025 with the Town overseeing
the local portion of the US 160 reconstruction project, including utility upgrades, sidewalks, lighting, and
support for downtown access through temporary parking solutions.

Across the organization, the Town strengthened capacity by achieving full staffing in the Development
Department and Police Department, while maintaining strong financial stewardship including a clean
audit for fiscal year 2024 and continued recognition for financial reporting excellence.

FINANCIAL INFORMATION

Internal Control: Management of the Town is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the Town are protected from loss, theft or
misuse and to ensure that adequate accounting data are compiled to allow for the preparation of
financial statements in conformity with generally accepted accounting principles for local governments
as prescribed by the Governmental Accounting Standards Board (GASB), the Financial Accounting
Standards Board (FASB) and the American Institute of Certified Public Accountants (AICPA). The internal
control structure is designed to provide reasonable, but not absolute assurance that these objectives are
met. The concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived and the valuation of costs and benefits requires estimates and judgments by
management.

The Town utilizes a financial accounting system that includes a system of internal accounting controls.
Such controls have been designed and are continually being reevaluated to provide reasonable, but not
absolute, assurances.

Budgeting Controls: The Town also maintains budgetary controls. The objective of these budgetary
controls is to ensure compliance with legal provisions embodied in the annual appropriated budget
approved by the Town Council. Activities of all funds are included in the annual appropriated budget.
The level of budgetary control—the level at which expenditures cannot legally exceed the appropriated
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amount—is established at the fund level. However, budgetary accounting is maintained on a line-item
basis.

Retirement Plan: The Town provides retirement programs for all of its full-time employees through the
statewide Colorado Retirement Association (a defined contribution plan) and the Fire & Police Pension
Association of Colorado (a defined benefit plan), both agent multiple-employee retirement systems.

OTHER INFORMATION

Independent Audit: The Town receives an annual audit of the books, accounts, financial records, and
transactions of all administrative departments of the Town by independent certified public accountants
selected by the Town Council. This requirement has been complied with and the independent auditors'
report by Squire & Company, PC, Certified Public Accountants, has been included in this report.

Acknowledgements: The preparation of this report in a timely manner could not have been
accomplished without the efficient and dedicated services of the entire staff of the Administration
Department. Each member of the department has our sincere appreciation for the contributions made
in the preparation of this report. We also appreciate the continued support of the Town Council, Town
staff, and the citizens of Pagosa Springs as we work to conduct the Town’s financial operationsin a
responsible, progressive, and transparent manner. In 2025, the Town maintained a clean audit for fiscal
year 2024 and continued to build on recent recognition for excellence in financial reporting, including
the Government Finance Officers Association Certificate of Achievement for Excellence in Financial
Reporting for FY 2024.

Best regards,

David J. Harris
Town Manager
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SQUIRE

Independent Auditors’ Report

The Honorable Mayor and Council
Town of Pagosa Springs, Colorado

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Town of Pagosa Springs, Colorado, as
of and for the year ended December 31, 2025 and the related notes to the financial statements, which
collectively comprise the Town of Pagosa Springs, Colorado’s basic financial statements as listed in the
table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Pagosa Springs, Colorado, as of December
31, 2025 and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 Town of Pagosa Springs, Colorado 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

The Town of Pagosa Springs, Colorado’s management is responsible for the preparation and fair
presentation of the financial statements in accordance with accounting principles generally accepted in the
United States of America, 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 Town of Pagosa Springs,
Colorado’s ability to continue as a going concern for one year after the date that the financial statements
are issued or when applicable, one year after the date that the financial statements are available to be
issued.

SQUIRE



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 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 GAAS, we:

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

e Identify 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 Town of Pagosa Springs, Colorado’s internal control.
Accordingly, no such opinion is expressed.

e 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 Town of Pagosa Springs, Colorado’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, pension related schedules, and budgetary comparison information as listed in the
table of contents 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Pagosa Springs, Colorado’s basic financial statements. The budgetary comparison
schedules and the Local Highway Finance Report are presented for purposes of additional analysis and
are not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the budgetary comparison schedules and the Local Highway Finance Report
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory and statistical sections but does not include the financial statements and our
auditor's report thereon. Our opinions on the financial statements do not cover the other information, and
we do not express an opinion or any form of assurance thereon. In connection with our audit of the
financial statements, our responsibility is to read the other information and consider whether a material
inconsistency exists between the other information and the financial statements, or the other information
otherwise appears to be materially misstated. If, based on the work performed, we conclude that an
uncorrected material misstatement of the other information exists, we are required to describe it in our
report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2026
on our consideration of the Town of Pagosa Springs, Colorado’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Town of Pagosa Springs, Colorado’s internal control over financial reporting and
compliance.

Spuire { Company T

St. George, Utah
June 19, 2026



TOWN OF PAGOSA SPRINGS, COLORADO
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2025

As management of the Town of Pagosa Springs, Colorado (Town), we offer readers of the Town’s
financial statements this narrative overview and analysis of the financial activities of the Town for the
year ended December 31, 2025. Please read it in conjunction with the accompanying basic financial
statements.

FINANCIAL HIGHLIGHTS

o Total assets plus deferred outflows of resources exceeded total liabilities plus deferred inflows of
resources (net position) by $56.5 million at the close of the fiscal year.

e Total governmental and business-type net position increased by a combined total of $2.1 million.

e The total cost of all Town programs for 2025 was $14,212,103.

e The General fund unassigned fund balance at the end of 2025 was $5,005,213 which is 77% of total
General fund expenditures.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The three components of the financial
statements are: (1) Government-wide financial statements which include the Statement of Net Position
and the Statement of Activities. These statements provide information about the activities of the Town as
a whole. (2) Fund financial statements tell how these services were financed in the short term as well as
what remains for future spending. Fund financial statements also report the Town’s operations in more
detail than the government-wide statements by providing information about the Town’s most significant
funds. (3) Notes to the financial statements.

Reporting the Town as a Whole
The Statement of Net Position and the Statement of Activities (Government-wide)

A frequently asked question regarding the Town’s financial health is whether the year’s activities
contributed positively to the overall financial well-being. The Statement of Net Position and the
Statement of Activities report information about the Town as a whole and about its activities in a way that
helps answer this question. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current
year’s revenues and expenses are taken into account regardless of when cash is received or paid.



These two statements report the Town’s net position and changes therein. Net position, the
difference between assets plus deferred outflows and liabilities plus deferred inflows, are one way
to measure the Town’s financial health, or financial position. Over time, increases or decreases in
net position is an indicator of whether the financial health is improving or deteriorating. However,
it is important to consider other non-financial factors such as changes in the condition of the
Town’s roads to accurately assess the overall health of the Town.

The Statement of Net Position and the Statement of Activities, present information about the
following:

e Government activities — All of the Town’s basic services are considered to be governmental
activities, including general government, public safety, public works/streets, parks and
recreation, community support, and interest on long-term debt. Sales taxes, property taxes,
franchise taxes, intergovernmental revenues and charges for services finance most of these
activities.

e Proprietary activities/Business type activities — The Town charges a fee to customers to cover
most of the cost of the services provided.

Reporting the Town’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds—not
the Town as a whole. Some funds are required to be established by State law and by bond
covenants. However, management establishes many other funds which aid in the management of
money for particular purposes or meet legal responsibilities associated with the usage of certain
taxes, grants, and other money. The Town’s two major kinds of funds, governmental and
proprietary/business type, use different accounting approaches as explained below.

e Governmental funds — Most of the Town’s basic services are reported in governmental funds.
Governmental funds focus on how resources flow in and out with the balances remaining at
year-end that are available for spending. These funds are reported using an accounting
method called the modified accrual accounting method, which measures cash and all other
financial assets that can readily be converted to cash. The governmental fund statements
provide a detailed short-term view of the Town’s general government operations and the
basic services it provides. Government fund information shows whether there are more or
fewer financial resources that can be spent in the near future to finance the Town’s programs.
We describe the relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds in a
reconciliation included with the Basic Financial Statements and in footnote 2.

e Proprietary/Business Type funds — When the Town charges customers for the services it
provides, these services are generally reported in proprietary funds. Proprietary funds are
reported in the same way that all activities are reported in the Statement of Net Position and
the Statement of Activities.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of the Town’s financial position. The Town’s
combined assets plus deferred outflows exceeded liabilities plus deferred inflows by $56.5 million as of
December 31, 2025, as shown in the following condensed statement of net position. Of this amount,
$10,556,434 is unrestricted and available to meet the Town’s ongoing financial obligations.

By far the largest portion of net position is the net investment in capital assets of $42,187,348 (of total net
position). This amount reflects the investment in all capital assets (e.g. infrastructure, land, buildings, and
equipment) less any related debt used to acquire those assets that are still outstanding. These capital assets
are used to provide services to citizens; consequently, these assets are not available for future spending.
Although the investment in capital assets is reported net of debt, it should be noted that the resources
needed to repay this debt must be provided from other sources since capital assets themselves cannot be
used to liquidate these liabilities.

The Town has chosen to account for its sanitation and geothermal operations in enterprise funds which
are shown as Business Activities.

The following table summarizes the Town’s governmental and business-type net position as of December
31,2025 and 2024:

TOWN OF PAGOSA SPRINGS, COLORADO
Statement of Net Position

Governmental Business-type
activities activities Combined Total
12/31/2025 12/31/2024 12/31/2025 12/31/2024 12/31/2025 12/31/2024

Current and other assets $ 15282402 $ 13,724,609 $ 4,590,344  $ 1,397,609 $ 19,872,746 $ 15,122,218

Capital assets 38,249,564 37,032,872 11,210,022 10,899,583 49,459,586 47,932,455

Total assets 53,531,966 50,757,481 15,800,366 12,297,192 69,332,332 63,054,673

Deferred outflows of resources 314,462 293,195 - - 314,462 293,195

Long-term liabilities outstanding 3,609,494 3,884,738 7,411,876 2,957,061 11,021,370 6,841,799

Other liabilities 793,356 622,856 237,134 365,734 1,030,490 988,590

Total liabilities 4,402,850 4,507,594 7,649,010 3,322,795 12,051,860 7,830,389

Deferred inflows of resources 1,057,353 1,221,005 81,703 58,148 1,139,056 1,279,153
Net position:

Net investment in capital assets 34,895,029 33,366,626 7,292,319 7,950,077 42,187,348 41,316,703

Restricted 3,239,892 3,060,123 472,204 332,934 3,712,096 3,393,057

Unrestricted 10,251,304 8,895,328 305,130 633,238 10,556,434 9,528,566

Total net position $ 48,386,225 § 45,322,077 $ 8,069,653 $ 8,916,249 $ 56455878 § 54,238,326

An additional portion of net position, $3,712,096, represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position, $10,556,434
(18.78% of total net position), may be used to meet the government’s ongoing obligations to citizens and
creditors.



Governmental Activities

The cost of all Governmental activities this year was $11,523,556 as shown in the Changes in Net
Position statement below. $1,011,285 of this cost was paid for by those who directly benefited from the
programs. $1,776,815 was subsidized by grants or contributions received from other governmental
organizations for both capital and operating activities. Overall governmental program revenues, including
intergovernmental aid and fees for services were $2,788,100. General taxes, investment earnings, gain on
sale of assets and other revenues totaled $11,766,065.

The Town’s programs include: General Government, Public Safety, Public Works/Streets, Parks &
Recreation, Community Support, and Economic Development. Each program’s revenues and expenses
are presented below.

TOWN OF PAGOSA SPRINGS, COLORADO
Changes in Net Position

Governmental Business-type
activities activities Combined Total
As Restated As Restated
12/31/2025 12/31/2024 12/31/2025 12/31/2024 12/31/2025 12/31/2024
Revenues:
Program revenues:
Charges for services N 1,011,285  $ 1,102,036 $ 1,495,105  § 1,407,184 $ 2,506,390 $ 2,509,220
Operating grants and
contributions 663,183 344,487 - - 663,183 344,487
Capital grants and
contributions 1,113,632 171,306 123,371 112,759 1,237,003 284,065
General revenues:
Taxes 11,253,507 10,947,032 76,019 74,716 11,329,526 11,021,748
Investment earnings 498,209 546,515 204,594 57,017 702,803 603,532
Other revenue/(expense) 14,349 64,426 - - 14,349 64,426
Total revenues 14,743,446 13,175,802 1,899,089 1,651,676 16,642,535 14,827,478
Expenses:
General government 2,795,876 2,021,063 - - 2,795,876 2,021,063
Public safety 1,865,740 2,137,392 - - 1,865,740 2,137,392
Public works/streets 2,828,435 3,358,417 - - 2,828,435 3,358,417
Parks and recreation 2,327,283 1,893,635 - - 2,327,283 1,893,635
Community support 1,475,780 1,503,463 - - 1,475,780 1,503,463
Economic development 101,046 113,622 - - 101,046 113,622
Interest on long-term debt 129,396 125,499 - - 129,396 125,499
Sanitation - - 2,537,277 1,529,406 2,537,277 1,529,406
Geothermal - - 151,270 76,398 151,270 76,898
Total expenses 11,523,556 11,153,091 2,688,547 1,606,304 14,212,103 12,759,395
Increase (decrease) in net position 3,219,890 2,022,711 (789,458) 45,372 2,430,432 2,068,083
before transfers
Transfers 57,138 (147,968) (57,138) 147,968 - -
Increase (decrease) in net position 3,277,028 1,874,743 (846,596) 193,340 2,430,432 2,068,083
Net position, beginning 45,109,197 43,447,334 8,916,249 8,722,909 54,025,446 52,170,243
Net position, ending $ 48,386,225 $§ 45,322,077 $ 8,069,653 $ 8,916,249 $ 56,455,878 $§ 54,238,326

Total resources available during the year to finance governmental operations were $59,852,643 consisting
of net position at January 01, 2025 of $45,109,197 Program Revenues of $2,788,100, and General
Revenues of $11,766,065. Total Governmental Activities expenses during the year were $11,523,556 and
transfers in were $57,138; thus Governmental Net Position increased by $3,277,028 to $48,386,225.

The increase in net position is mainly due to increases in tax revenue and grants and contributions funding
during the year ended December 31, 2025. The largest of these increases in capital grants were collected
from activities related to river improvements and land acquisition by the Town.



The following graphs compare program expenses to program revenues and provides a breakdown of
revenues by source for all governmental activities:

Expenses and Program Revenues - Governmental Activities
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Business Type Activities

Net position of the Business Type activities at December 31, 2025, as reflected in the Statement of Net
Position was $8.1 million. The cost of providing all Proprietary (Business-type) activities this year was
$2,688,547. As shown in the statement of Changes in Net Position, the amounts paid by users of the
system were $1,495,105 and there was $123,371 subsidized by capital grants and contributions.
Investment earnings and tax revenues were $280,613. The Net Position decreased by $846,596. The
largest portion of the decrease in Net Position was due to major repairs to the operating system in the
sanitation fund. Charges for services of Business Type activities also increased during the year ended
December 31, 2025 due to higher rates. The following graphs compare the total business-type activity
expenses by service to the charges for those services and the graph at the bottom of the page provides a
breakdown of the total revenues for business-type activities.

Expenses and Charges for Services - Business- type Activities

3,000,000

2,500,000

2,000,000

O Expenses

1,500,000

B Charges for services

1,000,000

500,000

Sanitation Geothermal

Revenue By Source - Business-type Activities

Investment
Earnings and Other
8.0%

Operating &
Capital Grants

Taxes
4.1%



Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $13,519,416, an increase of $1,617,681 in comparison with the prior
year. Approximately $5,005,213 constitutes unassigned fund balance, which is available for
spending at the government’s discretion.

The Town has three major governmental funds, the general fund, the capital improvement fund,
and the tourism fund.

The General fund is the primary operating fund for the Town. At December 31, 2025, unassigned
fund balance in the General fund was $5,005,213. As a measure of the General fund’s liquidity, it
may be useful to compare both unassigned fund balance and total fund balance to total fund
expenditures. Total unassigned fund balance represents 77% of the total General fund
expenditures. The fund balance of the Town’s General fund increase by $347,791 for the year
ended December 31, 2025 due to decreased expenditures. As compared to the prior year, the
General fund revenues increased, with the largest portion of these increases due to grant funding.
General fund expenditures decreased from the prior year mainly due to limited transfers out of the
General Fund.

The Capital Improvement fund completed several projects during the year. Several projects are
still ongoing as well. The increase in fund balance can vary from year to year depending on the
current ongoing projects. The actual change in fund balance was an increase of $1,164,450 which
was due to grant funding and transfers into the Capital Fund.

The Tourism fund is used to account for tax on lodging establishments and the related
advertising, marketing, and community support expenditures. Overall, fund balance increased by
$95,231 which was due to due to increased lodging tax revenues and interest received on reserve
balances.

Proprietary funds: The Town’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail. Net position and changes in net
position for the year-ended December 31, 2025 for the Town’s enterprise funds (Sanitation and
Geothermal) are as follows:

Sanitation Geothermal Total
Unrestricted net position $ 191,383 $ 113,747 $ 305,130
Total net position 7,558,327 511,326 8,069,653
Change in net position $ (837,170) $ (9,426) $ (846,596)

10



Budgetary Highlights

General fund revenues of $6,772,123 were lower than budgeted revenues of $7,045,498 by
$273,375. The most significant factor contributing to this reduced amount is related to grant
revenue which was under budget by $452,336. Budgeted expenditures were greater than actual
expenditures by $1,158,442. The reason for these changes are due staff vacancies in the police
and development departments.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The capital assets of the Town are those assets that are used in performance of Town functions
including infrastructure assets. Capital Assets include equipment, buildings, land, system
improvements, park facilities and roads. At the end of 2025, net capital assets of the government
activities totaled $38.2 million and the net capital assets of the business-type activities were $11.2
million. Significant governmental capital additions included the land purchase at US Highway
160 and US 84, various police vehicles, and street paving. Major business-type capital addition(s)
included a F550 (crane truck) and mini excavator and sanitation line replacements. Depreciation
on capital assets for both government activities and business-type activities is recognized in the
Government-Wide financial statements. (See note 5 to the financial statements.)

Debt

At year-end, the Town had $3,609,494 in governmental-type debt, and $7,411,876 in proprietary
debt. During the current fiscal year, the Town’s total debt increased by $4,179,482. (See note 6 to
the financial statements for detailed descriptions.)

NEXT YEAR’S BUDGET AND ECONOMIC FACTORS

The 2026 budget reflects the spending priorities of the Town Council and the Pagosa Springs
community. Revenues are anticipated to increase in 2026, with most of the increase anticipated in
the Capital Fund, compared to 2025 figures. The local economy is expected to show steady
growth, and 2026 is anticipated to be similar to 2025.

CONTACTING THE TOWN’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the Town’s finances and to show the Town’s accountability
for the money it receives. If you have questions about this report or need additional financial
information, contact the Town Clerk at: PO Box 1859, Pagosa Springs, CO 81147.

11



This page intentionally left blank



BASIC FINANCIAL STATEMENTS



TOWN OF PAGOSA SPRINGS, COLORADO
Statement of Net Position

December 31, 2025
Governmental Business-type
Activities Activities Total
Assets
Cash and cash equivalents $ 12,165,743 $ 441,320 $ 12,607,063
Receivables (net of allowance) 2,177,341 237,290 2,414,631
Internal balances 39,724 (39,724) -
Lease Receivable 885,163 - 885,163
Prepaids 14,431 - 14,431
Temporarily restricted assets:
Cash and cash equivalents - 3,951,458 3,951,458
Capital assets (net of accumulated depreciation):
Land 5,305,082 16,376 5,321,458
Construction in progress 2,804,461 463,813 3,268,274
Buildings and improvements 8,235,302 118,240 8,353,542
Machinery and equipment 1,674,490 1,009,665 2,684,155
Infrastructure and systems 20,230,229 9,601,928 29,832,157
Total assets 53,531,966 15,800,366 69,332,332
Deferred Outflows of Resources
Deferred outflows related to pensions 314,462 - 314,462
Total deferred outflows of resources 314,462 - 314,462
Liabilities
Accounts payable and other current liabilities 644,148 157,096 801,244
Interest payable 14,703 80,038 94,741
Customer deposits 25,505 - 25,505
Unearned revenue 109,000 - 109,000
Noncurrent liabilities:
Due within one year 577,670 288,989 866,659
Due in more than one year 3,031,824 7,122,887 10,154,711
Total liabilities 4,402,850 7,649,010 12,051,860
Deferred Inflows of Resources
Deferred inflows related to pensions 73,020 - 73,020
Deferred revenue - property taxes 175,019 81,703 256,722
Deferred inflows related to leases 809,314 - 809,314
Total deferred inflows of resources 1,057,353 81,703 1,139,056
Net Position
Net investment in capital assets 34,895,029 7,292,319 42,187,348
Restricted for:
Emergency reserve 443,271 - 443,271
Parks and recreation 92,605 - 92,605
Tourism 2,283,462 - 2,283,462
Debt service - 472,204 472,204
Other purposes 420,554 - 420,554
Unrestricted 10,251,304 305,130 10,556,434
Total net position $ 48,386,225 $ 8,069,653 $ 56,455,878

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO
Balance Sheet
Governmental Funds

December 31, 2025
Nonmajor
Capital Conservation Total
General Improvement Tourism Trust Governmental
Assets Fund Fund Fund Fund Funds
Cash and cash equivalents $ 5,812,509 $ 4,726,936 1,550,542 $ 75,756 $ 12,165,743
Receivables, net of allowances: 74,976 77,828 - - 152,804
Property tax receivable 175,019 - - - 175,019
Lease receivable 885,163 - - - 885,163
Due from other governments 804,875 808,687 235,956 - 1,849,518
Prepaids 14,431 - - - 14,431
Due from other funds 320,753 - - - 320,753
Total assets $ 8,087,726 $ 5,613,451 1,786,498 $ 75,756 $ 15,563,431
Liabilities
Accounts payable $ 41,329 $ 237,785 34,523 $ - $ 313,637
Accrued liabilities 253,993 62,372 14,146 - 330,511
Customer deposits 25,505 - - - 25,505
Due to other funds - 281,029 - - 281,029
Unearned revenue 109,000 - - - 109,000
Total liabilities 429,827 581,186 48,669 - 1,059,682
Deferred inflows of resources
Deferred revenue - property taxes 175,019 - - - 175,019
Deferred inflows related to leases 809,314 - - - 809,314
Total deferred inflows of resources 984,333 - - - 984,333
Fund balances
Nonspendable:
Prepaid items 14,431 - - - 14,431
Restricted for:
Emergency reserve 443271 - - - 443271
Parks and recreation 16,849 - - 75,756 92,605
Tourism 545,633 - 1,737,829 - 2,283,462
Other purposes 420,554 - - - 420,554
Committed for:
Workforce housing 120,250 - - - 120,250
Assigned for:
Health funds 107,365 - - - 107,365
Capital outlay - 5,032,265 - - 5,032,265
Unassigned 5,005,213 - - - 5,005,213
Total fund balances 6,673,566 5,032,265 1,737,829 75,756 13,519,416
Total liabilities, deferred inflows of
resources, and fund balances $ 8,087,726 $ 5,613,451 1,786,498 $ 75,756 $ 15,563,431

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
December 31, 2025

Amounts reported for governmental activities in the statement of net position are different because:

Total fund balances - governmental funds

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported in the funds.
Governmental capital assets $ 55,779,834
Accumulated depreciation (17,530,270)

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the funds.

Certificate of participation (3,298,000)
Net unamortized premiums (56,535)
Interest payable (14,703)
Compensated absences (254,959)

Deferred outflows and inflows of resources related to pensions are

applicable to future reporting periods and, therefore, are not reported

in the funds.
Deferred outflows 314,462
Deferred inflows (73,020)

Net position of governmental activities

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO

Statement of Revenues, Expenditures, and Changes in
Fund Balances - Governmental Funds
For the Year Ended December 31, 2025

Revenues
Taxes
Licenses and permits
Intergovernmental
Fines and forfeitures
Charges for services
Interest revenue
Contributions and donations
Other revenues

Total revenues

Expenditures

Current:
General government
Public safety
Public works/streets
Parks and recreation
Community support
Economic development

Capital outlay

Debt service:
Principal retirement
Interest on long-term debt

Total expenditures

Excess of revenues
over (under) expenditures

Other financing sources (uses):

Transfers in
Transfers out
Sale of assets
Total other financing
sources (uses)

Net change in fund balances

Fund balance, beginning of year

Fund balance, end of year

Nonmajor

Capital Conservation Total
General Improvement Tourism Trust Governmental

Fund Fund Fund Fund Funds
$ 5,103,953 $ 4,831,489 $ 918,386 $ - $ 10,853,828
249,489 - - - 249,489
613,027 945,188 486,905 105,784 2,150,904
132,338 52,698 - - 185,036
248,256 52,539 54,399 - 355,194
253,989 172,000 68,295 3,925 498,209
152,279 12,000 - - 164,279
18,792 63,353 15,081 - 97,226
6,772,123 6,129,267 1,543,066 109,709 14,554,165
3,321,750 56 - - 3,321,806
1,938,250 33,023 - - 1,971,273
- 1,979,260 - - 1,979,260
955,476 1,055,120 - - 2,010,596
157,810 127,748 1,083,839 - 1,369,397
101,046 - - - 101,046
- 1,987,199 - - 1,987,199
- 307,000 - - 307,000
- 135,324 - - 135,324
6,474,332 5,624,730 1,083,839 - 13,182,901
297,791 504,537 459,227 109,709 1,371,264
50,000 425,998 - - 475,998
- - (363,996) (99,500) (463,496)
- 233,915 - - 233,915
50,000 659,913 (363,996) (99,500) 246,417
347,791 1,164,450 95,231 10,209 1,617,681
6,325,775 3,867,815 1,642,598 65,547 11,901,735
$ 6,673,566 $ 5,032,265 $ 1,737,829 $ 75,756 $ 13,519,416

The accompanying notes are an integral part of the financial statements
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TOWN OF PAGOSA SPRINGS, COLORADO
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended December 31, 2025

Amounts reported for governmental activities in the statement of activities are
different because:

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the costs of those assets is allocated over their estimated useful lives
and reported as depreciation expense. This is the amount by which capital outlay exceeded
depreciation in the current period.
Capital outlay 3,266,868
Depreciation expense (1,837,296)

Pension contributions are reported as expenditures in the governmental funds when
made. However, they are reported as deferred outflows of resources in the
statement of net position because the net pension liability is measured a year
before the Town's report date. Pension expense, which is the change in the net
pension liability adjusted for changes in deferred outflows and inflows of resources
related to pensions, is reported in the statement of activities.
Pension contribution 71,526

Pension expense (118,212)

The issuance of long-term debt (e.g., bonds, leases) provide current financial resources

to governmental funds, while the repayment of the principal of long-term debt

consumes the current financial resources of governmental funds. Neither transaction,

however, has any effect on net position. Also, governmental funds report the

effect of premiums, discounts, and similar items when debt is first issued, whereas

these amounts are deferred and amortized in the statement of activities.
Principal payments on debt payable 307,000
Amortization of bond premiums 4,711

Accrued interest for long-term debt is not reported as an expenditure for the
current period while it is recorded in the statement of activities.

Compensated absences expenses reported in the statement of activities do not
require the use of current financial resources and therefore are not reported as expenditures
in governmental funds.

Change in net position of governmental activities

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO
Statement of Net Position

Proprietary Funds
December 31, 2025
Nonmajor
Sanitation Geothermal Combined
Fund Fund Total
Assets
Current assets:
Cash and cash equivalents $ 358,172 $ 83,148 $ 441,320
Receivables (net of allowance) 122,672 32,915 155,587
Property tax receivable 81,703 - 81,703
Total current assets 562,547 116,063 678,610
Noncurrent assets:
Restricted cash and cash equivalents 3,951,458 - 3,951,458
Land 16,376 - 16,376
Construction in progress 260,449 203,364 463,813
Buildings and improvements - 1,182,419 1,182,419
Improvements and system 13,262,241 80,527 13,342,768
Machinery and equipment 1,770,802 30,199 1,801,001
Accumulated depreciation (4,497,425) (1,098,930) (5,596,355)
Total noncurrent assets 14,763,901 397,579 15,161,480
Total assets $ 15,326,448 $ 513,642 $ 15,840,090
Liabilities
Current liabilities:
Accounts payable $ 139,807 $ 2,316 $ 142,123
Accrued liabilities 14,973 - 14,973
Due to other funds 39,724 - 39,724
Interest payable 80,038 - 80,038
Bonds payable - current 33,438 33,438
Notes payable - current 240,632 - 240,632
Compensated absences - current 14,919 - 14,919
Total current liabilities 563,531 2,316 565,847
Noncurrent liabilities:
Bonds payable (net of current portion) 6,344,422 6,344,422
Notes payable (net of current portion) 778,465 - 778,465
Total long-term debt 7,122,887 - 7,122,887
Total liabilities 7,686,418 2,316 7,688,734
Deferred inflows of resources
Deferred revenue - property taxes 81,703 - 81,703
Total deferred inflows of resources 81,703 - 81,703
Net position
Net investment in capital assets 6,894,740 397,579 7,292,319
Restricted for debt service 472,204 - 472,204
Unrestricted 191,383 113,747 305,130
Total net position $ 7,558,327 $ 511,326 $ 8,069,653

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO

Statement Revenues, Expenses, and Changes in Fund Net Position

Proprietary Funds
For the Year Ended December 31, 2025

Operating revenues

Charges for services
Other revenues

Total operating revenues

Operating expenses
Salaries and wages
Operating system
Administrative
Professional fees
Depreciation

Total operating expenses
Operating income (loss)

Non-operating revenues (expenses)

Interest income

Interest expense and fiscal charges
Property and specific ownership tax
Loss on capital assets

Total non-operating revenues (expenses)

Income before contributions and transfers

Contributions and transfers:
Connection and tap fees
Grant revenue
Transfers out
Change in net position

Total net position, beginning of year

Total net position, end of year

Nonmajor
Sanitation Geothermal Combined
Fund Fund Total
$ 1,391,588 $ 93,028 $ 1,484,616
10,489 - 10,489
1,402,077 93,028 1,495,105
375,308 - 375,308
866,753 78,264 945,017
50,995 2,429 53,424
540,629 41,004 581,633
463,836 29,573 493,409
2,297,521 151,270 2,448,791
(895,444) (58,242) (953,686)
196,137 8,457 204,594
(239,756) - (239,756)
76,019 - 76,019
(44,636) - (44,636)
(12,236) 8,457 (3,779)
(907,680) (49,785) (957,465)
45,059 - 45,059
37,953 40,359 78,312
(12,502) - (12,502)
(837,170) (9,426) (846,596)
8,395,497 520,752 8,916,249
$ 7,558,327 $ 511,326 $ 8,069,653

The accompanying notes are an integral part of the financial statements.
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TOWN OF PAGOSA SPRINGS, COLORADO
Statement of Cash Flows
Proprietary Funds

For the Year Ended December 31, 2025

Cash flows from operating activities:
Cash received from customers, service fees
Cash paid to suppliers
Cash paid to employees

Net cash flows from operating activities

Cash flows from noncapital financing activities:
Transfers from/(to) other funds
Advances from/(to) other funds

Net cash flows from noncapital financing activities

Cash flows from capital and related
financing activities:

Purchase of capital assets
Proceeds from sale of capital assets
Principal paid on long-term debt
Interest paid
Debt proceeds
Property and specific ownership tax
Capital grants
Connection and tap fees

Net cash flows from capital and related
financing activities

Cash flows from investing activities:
Interest on investments

Net cash flows from investing activities

Net change in cash and cash equivalents

Cash and cash equivalents, including restricted cash, beginning of year

Cash and cash equivalents, including restricted cash, end of year

Reconciliation of operating income to net cash provided
by operating activities:
Net operating income (loss)
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation/amortization
Changes in operating assets and liabilities:
(Increase)/decrease in receivables
Increase/(decrease) in payables
Increase/(decrease) in accrued liabilities
Increase/(decrease) in deferred revenue

Net cash flows from operating activities

Non-Major
Sanitation Geothermal Combined
Fund Fund Total

$ 1,391,814 $ 73,435 $ 1,465,249
(1,662,400) (120,897) (1,783,303)
(363,594) - (363,594)
(634,186) (47,462) (681,648)
(12,502) - (12,502)
(19,862) - (19,862)
(32,364) - (32,364)
(644,885) (203,364) (848,249)

2,632 - 2,632
(236,655) - (236,655)
(169,480) - (169,480)

4,681,241 - 4,681,241

76,019 - 76,019

37,953 40,359 78,312

45,059 - 45,059

3,791,884 (163,005) 3,628,879

196,137 8,457 204,594

196,137 8,457 204,594

3,321,471 (202,010) 3,119,461

988,159 285,158 1,273,317

$ 4,309,630 $ 83,148 $ 4,392,778
$ (895,444) § (58,242) $ (953,686)

463,836 29,573 493,409
(33,818) (19,593) (53,411)
(204,029) 800 (203,229)

11,714 - 11,714

23,555 - 23,555
$ (634,186) $ (47,462) $ (681,648)

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



TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies

Description of 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 of the nonfiduciary activities of the primary government and its
component units. All fiduciary activities are reported only in the fund financial statements. Governmental
activities, which normally are supported by taxes, intergovernmental revenues, and other nonexchange
transactions, are reported separately from business-type activities, which rely to a significant extent on
fees and charges to external customers for support. Likewise, when applicable, the primary government is
reported separately from certain legally separate component units for which the primary government is
financially accountable.

Reporting Entity

The Town of Pagosa Springs is a home-rule municipality with a Council-Manager form of government
with a mayor and six elected Council members. The accompanying financial statements present the
government and its component units, entities for which the government is considered to be financially
accountable. Blended component units are, in substance, part of the primary government’s operations,
even though they are legally separate entities. Thus, blended component units are appropriately presented
as funds of the primary government. Each discretely presented component unit is reported in a separate
column in the government-wide financial statements to emphasize that it is legally separate from the
government.

Based on the application of these criteria, the Town includes the Town of Pagosa Springs Sanitation
General Improvement District in its reporting entity. The Sanitation fund accounts for the activities
related to the Town’s sanitation collection and distribution operations. The members of the Town Council
also serve as the governing boards for all the entities and management of the Town has operational
responsibility for the entities. Therefore, the financial activity for these entities is blended into the
Town’s financial statements.

Basis of Presentation — Government-Wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds, while business-type activities
incorporate data from the government’s enterprise funds. Separate financial statements are provided for
governmental funds and proprietary funds. As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements.

Basis of Presentation — Fund Financial Statements

The fund financial statements provide information about the government’s funds. Separate statements for
each fund category—governmental and proprietary—are presented. The emphasis of fund financial
statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds. Major
individual governmental and enterprise funds are reported as separate columns in the fund financial
statements.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

The Town reports the following major governmental funds:

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

The Capital Improvement Fund accounts for maintenance, acquisition or construction of major
capital facilities (other than those belonging to enterprise funds).

The Tourism Fund accounts for the tax collected from lodging establishments to be used for
community support services.

The Town reports the following major enterprise funds:

The Sanitation Fund accounts for the activities related to the Town’s sanitation treatment and
distribution operations.

During the course of operations the government has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds and advances to/from
other funds. While these balances are reported in fund financial statements, certain eliminations are made
in the preparation of the government-wide financial statements. Balances between the funds included in
governmental activities (i.e., the governmental funds) are eliminated so that only the net amount is
included as internal balances in the governmental activities column. Similarly, balances between the
funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net
amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements these amounts are reported at gross amounts as transfers in/out. While reported in
fund financial statements, certain eliminations are made in the preparation of the government-wide
financial statements. Transfers between the funds included in governmental activities are eliminated so
that only the net amount is included as transfers in the governmental activities column. Similarly,
balances between the funds included in business-type activities are eliminated so that only the net amount
is included as internal balances in the business-type activities column.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of transactions or
events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 60 days of the end
of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, including lease liabilities, as well as
expenditures related to compensated absences, and claims and judgments, are recorded only when
payment is due. General capital asset acquisitions, including entering into contracts giving the Town the
right to use leased assets, are reported as expenditures in governmental funds. Issuance of long-term debt
and financing through leases are reported as other financing sources.

Property taxes, sales taxes, franchise taxes, other taxes, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Entitlements are recorded as revenues when all eligibility requirements are met,
including any time requirements, and the amount is received during the period or within the availability
period for this revenue source (within 60 days of year-end). Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred and all other eligibility requirements have
been met, and the amount is received during the period or within the availability period for this revenue
source (within 60 days of year-end). All other revenue items are considered to be measurable and
available only when cash is received by the government.

The proprietary funds are reported using the economic resources measurement focus and the accrual
basis of accounting.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance
Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash-on-hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition for purposes
of this note and the statement of cash flows.

Receivables and Payables

All trade accounts receivable in the enterprise funds are shown net of an allowance for uncollectible
accounts. Due to the nature of the accounts receivable in governmental type activities, management does

not consider an allowance for uncollectible accounts receivable necessary or material. Therefore, no
allowance for uncollectible accounts receivable is presented.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

Capital Assets

Capital assets are tangible and intangible assets, which include; property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activity columns in the government-wide financial statements. Capital
assets are defined by the Town as assets with an individual cost of more than $5,000 and an estimated
useful life of more than two years. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed (except for intangible right-to-use lease assets). Donated capital assets are
recorded at estimated acquisition value at the date of donation. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend assets lives are not capitalized.
Interest incurred during the construction phase of capital assets of business-type activities is included as
part of the capitalized value of the assets constructed. Property, plant and equipment is depreciated using
the straight-line method over the following estimated useful lives:

Buildings and improvements 15 to 50 years
Utility plant and improvements 50 years
Machinery, equipment and vehicles 5 to 20 years
Infrastructure 20 to 50 years

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of resources,
represents 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 then. The government has one item that qualifies for
reporting in this category. This item is pension related items reported on the government-wide financial
statements. See Note 8 for more information.

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 government has three types of items, which qualify for
reporting in this category. Accordingly, the items, deferred revenue — property taxes and deferred inflows
related to leases is reported in both the governmental funds balance sheet and the statement of net
position. The third item is pension related items reported on the government-wide financial statements.
See Note 7 for more information regarding the leases and Note 8 for more information regarding the
pensions.

24



TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted — net position and unrestricted — net position in the government-wide and proprietary fund
financial statements, a flow assumption must be made about the order in which the resources are
considered to be applied. It is the government’s policy to consider restricted — net position to have been
depleted before unrestricted — net position is applied.

Fund Balance Flow assumptions

Sometimes the government will fund outlays for a particular purpose from both restricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). In order to calculate the
amounts to report as restricted, committed, assigned, and unassigned fund balance in the governmental
fund financial statements a flow assumption must be made about the order in which the resources are
considered to be applied. It is the government’s policy to consider restricted fund balance to have been
depleted before using any of the components of unrestricted fund balance. Further, when the components
of unrestricted fund balance can be used for the same purpose, committed fund balance is depleted first,
followed by assigned fund balance. Unassigned fund balance is applied last.

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of any
limitations requiring the use of resources for specific purposes. The government itself can establish
limitations on the use of resources through either a commitment (committed fund balance) or an
assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the government’s highest level of decision-making authority.
The Town Council is the highest level of decision-making authority for the government that can, by
adoption of a resolution prior to the end of the fiscal year, commit fund balance. Once adopted, the
limitation imposed by the ordinance remains in place until a similar action is taken (the adoption of
another ordinance) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the government for
specific purposes but do not meet the criteria to be classified as committed. The Town Manager is
authorized to assign amounts to a specific purpose in accordance with the Town’s budget policy. The
council may also assign fund balance as it does when appropriating fund balance to cover a gap between
estimated revenue and appropriations in the subsequent year’s appropriated budget. Unlike commitments,
assignments generally only exist temporarily. In other words, an additional action does not normally have
to be taken for the removal of an assignment. Conversely, as discussed above, an additional action is
essential to either remove or revise a commitment.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

Leases

Lessor: The Town is a lessor for a noncancellable ground leases. The Town recognizes a lease receivable
and a deferred inflow of resources in the government-wide and governmental fund financial statements.
At the commencement of a lease, the Town initially measures the lease receivable at the present value of
payments expected to be received during the lease term.

Subsequently, the lease receivable is reduced by the principal portion of lease payments received. The
deferred inflow of resources is initially measured as the initial amount of the lease receivable, adjusted for
lease payments received at or before the lease commencement date. Subsequently, the deferred inflow of
resources is recognized as revenue over the life of the lease term.

Key estimates and judgments include how the Town determines (1) the discount rate it uses to discount
the expected lease receipts to present value, (2) lease term, and (3) lease receipts.
o The Town uses its estimated incremental borrowing rate as the discount rate for leases.
o The lease term includes the noncancellable period of the lease. Lease receipts included in the
measurement of the lease receivable is composed of fixed payments from the lessee.

The Town monitors changes in circumstances that would require a remeasurement of its lease, and will
remeasure the lease receivable and deferred inflows of resources if certain changes occur that are
expected to significantly affect the amount of the lease receivable.

Revenues and Expenditures/Expenses
Program Revenues

Amounts reported as program revenues include 1) charges to customers or applicants who purchase, use,
or directly benefit from goods, services, or privileges provided by a given function or segment and 2)
grants and contributions (including special assessments) that are restricted to meeting the operational or
capital requirements of a particular function or segment. All taxes, including those dedicated for specific
purposes, and other internally dedicated resources are reported as general revenues rather than as program
revenues.

Property Taxes

Property tax revenues are recognized as revenues in the year collected or if collected within 60 days
thereafter unless they are prepaid. Property taxes levied in the current year and not collected within 60
days of year-end are not deemed available to pay current liabilities and therefore the receivable is
recorded as a deferred inflow in the governmental funds. Property taxes for the current year are levied by
the County and attach as a lien on property the following January 1. They are payable in full by April 30
or in two equal installments due February 28 and June 15. The County also levies various personal
property taxes during the year.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies, Continued

Compensated Absences

For governmental funds, amounts of vested or accumulated vacation and sick leave that are not expected
to be liquidated with expendable available financial resources are reported as liabilities in the
government-wide statement of net position and as expenses in the government-wide statement of
activities. No expenditures are reported for these amounts in the fund financial statements. Vested or
accumulated vacation and sick leave in the proprietary fund are recorded as an expense and a liability of
that fund as the benefits accrue to the employees and are thus recorded in both the government-wide
financial statements and the individual fund financial statements.

Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating 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 proprietary funds 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 nonoperating
revenues and expenses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenditures/expenses during the
reporting period. Actual results could differ from those estimates.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 2. Reconciliation of Government-Wide and Fund Financial Statements

The governmental fund balance sheet includes a reconciliation between total governmental fund balances
and net position of governmental activities as reported in the government-wide statement of net position.
These differences primarily result from the long-term economic focus of the statement of net position
versus the current financial resources focus of the governmental fund balance sheets. The details of these
differences are reported in the reconciliation.

The governmental fund statement of revenues, expenditures, and changes in fund balance includes a
reconciliation between net changes in fund balances-total governmental funds and changes in net position
of governmental activities as reported in the government-wide statement of activities. These differences
are the result of converting from the current resources measurement focus and modified accrual basis for
governmental fund statements to the economic resources measurement focus and full accrual basis used
for government-wide statements. The details of these differences are reported in the reconciliation.

Note 3. Stewardship, Compliance, and Accountability

Stewardship, compliance, and accountability are key concepts in defining the responsibilities of the
Town. The use of budgets and monitoring of equity status facilitate the Town’s compliance with legal
requirements.

Budgets and Budgetary Accounting

The Town Council adheres to the following procedures in establishing the budgetary data reflected in the
financial statements:

e In accordance with State statutes, prior to October 15, the Town Manager submits to the Town
Council a proposed operating budget for the calendar year commencing the following January 1.
The operating budget includes proposed expenditures and the means of financing them for the
upcoming year, along with estimates for the current year and actual data for the two preceding
years. State statutes require more detailed line-item budgets to be submitted in summary form. In
addition, more detailed line-item budgets are included for administration control purposes. The
legal level of budgetary control is established at the fund level; however, budgetary accounting is
maintained on a line-item basis for management control purposes.

e Public hearings are conducted to obtain taxpayer comment.
e Prior to December 31, the budget is legally adopted through passage of a resolution.

e The Town Clerk is required to present a quarterly report to the Town Council explaining any
variance from the approved budget.

e Formal budgetary integration is employed as a management control device during the year for all
funds of the Town.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 3. Stewardship, Compliance, and Accountability, Continued

e Appropriations lapse at the end of each calendar year.
e The Town Council may authorize supplemental appropriations during the year.

Budget amounts included in the financial statements report both the original and final amended budget.
There were revisions made to the original budget during the year.

Budgets for governmental funds are adopted on a basis consistent with accounting principles generally
accepted in the United States of America, except for long-term receivables and advances and lease
financing which are budgeted when liquidated rather than when the receivable/liability is incurred.
Budgets for enterprise funds are adopted on a basis consistent with the spending measurement focus of
the governmental funds.

Expenditures over Appropriations

Per C.R.S. 29-1-108(2), appropriations are made by fund or spending agency (e.g. department) within a
fund at the discretion of the Town Council. The Council by Resolution has made appropriations at the
fund level and thus, expenditures may not legally exceed budgeted appropriations at the fund level. The
individual Schedules of Revenues, Expenditures and Changes in Fund Balances - Budget to Actual
reports as listed in the table of contents report those funds that exceeded approved budget appropriations.
There were no individual funds that exceeded approved budget appropriations for the year ended
December 31, 2025.

Tax, Spending and Debt Limitations

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several
limitations, including revenue raising, spending abilities, and other specific requirements of state and
local governments, excluding “enterprises.”

The Amendment requires that an emergency reserve be maintained at three percent of fiscal year
spending (excluding bonded debt service). A portion of the General Fund’s fund balance is classified as
restricted for emergencies as required by the Amendment. The Town is not allowed to use the emergency
reserves to compensate for economic conditions, revenue shortfalls, or salary or benefit increases.

The Amendment is complex and subject to judicial interpretation. The Town believes it is in compliance

with the requirements of the Amendment. However, the entity has made certain interpretations in the
Amendment’s language in order to determine its compliance.
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TOWN OF PAGOSA SPRINGS, COLORADO
Notes to the Financial Statements
December 31, 2025

Note 4. Deposits and Investments

A summary of cash and investments as shown on the statement of net position follows:

Cash on hand $ 400
Cash in bank 6,057,124
CSLIP investment 4,688,325
COLOTRUST 5,812,672

Total cash and investments $ 16,558,521

At year end the Town has restricted cash of $472,204 in the sanitation fund for required debt reserves and
$3,479,254 in unspent debt proceeds.

Deposits
Custodial Credit Risk

For deposits this is the risk that in the event of a bank failure, the government’s deposit may not be
returned to it. The Town does not have a formal policy for custodial credit risk; however, the Colorado
Public Deposit Protection Act (PDPA) requires that all units of local government deposit cash in eligible
public depositories; eligibility is determined by state regulators. Amounts on deposit in excess of federal
insurance levels must be collateralized. The eligible collateral is determined by the PDPA. The PDPA
allows the institution to create a single collateral pool for all public funds. The pool is to be maintained by
another institution or held in trust for all the uninsured public deposits as a group. The market value of the
collateral must be at least equal to the aggregate uninsured deposits. Collateral in the pool is considered to
be equal to depository insurance pursuant to definitions listed in GASB Statement No. 40. As of
December 31, 2025 all of the bank balance of the Town’s deposits was insured by federal depository
insurance or collateralized by the PDPA as noted above.

Investments

Colorado statutes specify investment instruments meeting defined rating and risk criteria in which local
government entities may invest. Authorized investments include obligations of the United States and
certain U.S. government agency securities; certain international agency securities; general obligation and
revenue bonds of U.S. local government entities; bankers’ acceptances of certain banks; commercial
paper; local government investment pools; written repurchase agreements collateralized by certain
authorized securities; certain money market funds; and, guaranteed investment contracts. The Town’s
investment policy follows Colorado statutes. As of December 31, 2025 the Town’s investments included
funds held in the Colorado Government Liquid Asset Trust (COLOTRUST) and Centennial State Liquid
Investment Pool (CSLIP)

The COLOTRUST is an investment vehicle established for local government entities in Colorado to pool
surplus funds. COLOTRUST operates similarly to a money market fund and each share is equal in value
to $1.00. Investments of COLOTRUST consist of U.S. Treasury bills, notes and note strips and
repurchase agreements collateralized by U.S. Treasury securities.
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Note 4. Deposits and Investments, Continued

A designated custodial bank provides safekeeping and depository services to COLOTRUST in connection
with direct investment and withdrawal functions of COLOTRUST. Substantially all securities owned by
COLOTRUST are held by the Federal Reserve Bank in the account maintained for the custodial bank.
The custodian’s internal records identify the investments owned by COLOTRUST. These pools are not
required to and are not registered with the SEC.

The Centennial State Liquid Investment Pool (CSLIP) is an investment vehicle established for Colorado
local governments to pool surplus funds and provide daily liquidity. CSLIP is organized pursuant to
Colorado statutes and is registered with the Colorado Securities Commissioner. CSLIP operates in a
manner similar to a money market fund and seeks to maintain a stable net asset value of $1.00 per share;
however, there is no guarantee that the stable net asset value will be maintained. Investments in CSLIP
are not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government
agency.

As of December 31, 2025, the Town had invested $5,812,672 in the COLOTRUST and $4,688,325 in
CSLIP, both of which had maturities of less than one year. The COLOTRUST’s funds are rated AAA by
Standard and Poor’s, Fitch’s and Moody’s rating services.

Interest rate risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The Town’s policy for managing its exposure to fair value loss arising from increasing
interest rates is to comply with the provisions of the Colorado Public Deposit Protection Act (PDPA)
which requires that the Town’s investment portfolio maturities do not exceed five years from the time of
purchase.

Credit risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
The Town’s policy for reducing its exposure to credit risk is to comply with the provisions of the
Colorado Public Deposit Protection Act (PDPA) which limits investment in commercial paper and
corporate bonds to the top ratings issued by at least two nationally recognized statistical rating
organizations such as Standard & Poor’s and Moody’s Investor Services.

Fair value measurements

Governmental Accounting Standards Board Statement No. 72 (GASB 72) Fair Value Measurement and
Application establishes a hierarchy of inputs to valuation techniques used to measure fair value and
requires disclosures to be made about investment fair value measurements, the level of fair value hierarch,
and valuation techniques. The hierarchy is based on the valuation inputs used to measure the fair value of
the asset. Level 1 inputs are quoted prices in active markets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs.
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Note 4. Deposits and Investments, Continued

During the year, the Town invested in COLOTRUST, a local government investment pool. The valuation
is measured at net asset value and is designed to approximate the share value. The pool's Board of
Trustees, elected by the participants, is responsible for overseeing the management of COLOTRUST,
including establishing operating standards and policies. COLOTRUST is designed to provide local
governments with a convenient method for investing in short-term investments carefully chosen to
provide maximum safety and liquidity, while still maximizing interest earnings.

During the year, the Town also invested in CSLIP, a local government investment pool. The Town’s
investment in CSLIP is measured at amortized cost in accordance with GASB Statement No. 79 and,
accordingly, is not categorized within the fair value hierarchy established by GASB Statement No. 72.
CSLIP is designed to provide local governments with a short-term investment option focused on safety,
liquidity, and yield.

Note 5. Capital Assets

The following table summarizes the changes to capital assets for governmental activities during the year.

Governmental Activities: Balance Balance
12/31/2024 Additions Deletions Transfers 12/31/2025
Capital assets, not being depreciated:
Land $ 4,564,619 $ 740,463 $ - 8 - 8 5,305,082
Construction in progress 1,047,935 1,859,304 (102,778) - 2,804,461
Total capital assets, not being depreciated 5,612,554 2,599,767 (102,778) - 8,109,543
Capital assets, being depreciated:
Buildings & improvements 13,093,414 125,658 - - 13,219,072
Equipment & vehicles 4,146,277 442,117 (140,516) (249,754) 4,447.878
Infrastructure 29,801,237 202,104 - - 30,003,341
Total capital assets, being depreciated 47,040,928 769,879 (140,516) (249,754) 47,670,291
Less accumulated depreciation for:
Buildings & improvements (4,596,315) (387,455) - - (4,983,770)
Equipment & vehicles (2,456,722) (457,182) 140,516 74,269 (2,773,388)
Infrastructure (8,780,453) (992,659) - - (9,773,112)
Total accumulated depreciation (15,833,490) (1,837,296) 140,516 74,269 (17,530,270)
Total capital assets, being depreciated, net 31,207,438 (1,067,417) - (175,485) 30,140,021

Governmental activities capital assets, net $ 36,819,992 $ 1,532,350 $ (102,778) $ (175,485) $§ 38,249,564

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

Governmental Activities:

Community support $ 7,744
General government 138,356
Parks & recreation 374,818
Public safety 57,961
Public works/streets 1,258,417
Total depreciation expense - governmental activities $ 1,837,296
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The following table summarizes the changes to capital assets for business-type activities during the year.

Business Type Activities: Balance Balance
12/31/2024 Additions Deletions Transfers 12/31/2025
Capital assets not being depreciated:
Land $ 16,376 $ - $ - $ - $ 16,376
Construction in progress - 463,813 - - 463,813
Total capital assets, not being depreciated 16,376 463,813 - - 480,189
Capital assets being depreciated:
Buildings and improvements 1,182,419 - - - 1,182,419
Improvements and systems 13,342,768 - - - 13,342,768
Equipment and vehicles 1,452,114 164,550 (65,417) 249,754 1,801,001
Total capital assets, being depreciated 15,977,301 164,550 (65,417) 249,754 16,326,188
Less accumulated depreciation for:
Buildings and improvements (1,040,530) (23,649) - - (1,064,179)
Improvements and systems (3,445,375) (295,465) - - (3,740,840)
Equipment and vehicles (608,189) (174,295) 65,417 (74,269) (791,336)
Total accumulated depreciation (5,094,094) (493,409) 65,417 (74,269) (5,596,355)
Total capital assets, being depreciated, net 10,883,207 (328,859) - 175,485 10,729,833
Business-type activities capital assets, net $ 10,899,583 $ 134,954 $ - $ 175,485 $ 11,210,022

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

Business-Type Activities:

Sanitation $ 463,836
Geothermal 29,573
Total depreciation expense - business-type activities $ 493,409
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The following is a summary of changes in long-term obligations for the year ended December 31, 2025:

Balance Balance Current
12/31/2024 Additions Retirements 12/31/2025 Portion
Governmental Activities:
Direct Borrowings:
2016 Certificate of Participation $ 1,840,000 $ - $ (115,000) $ 1,725,000 $ 120,000
2019 Certificate of Participation 1,765,000 - (192,000) 1,573,000 198,000
Certificate of Participation Premium 61,246 - (4,711) 56,535 4,711
Compensated Absences * 218,492 36,467 - 254,959 254,959
Total Governmental Activity
Long-Term Liabilities $ 3,884,738 $ 36,467 $ (311,711) $ 3,609,494 $ 577,670
Business-Type Activities:
Revenue Bonds Series 2025 $ - $ 4,750,000 $ - $ 4,750,000 $ 30,000
Bond Issuance Discount - (68,759) 2,865 (65,894) 3,438
Direct Borrowings:
Water Pollution Control Fund Note 1,120,859 - (101,762) 1,019,097 102,785
Note Payable to PAWSD 1,828,646 - (134,892) 1,693,754 137,847
Compensated Absences * 7,555 7,364 - 14,919 14,919
Total Business-Type Activity
Long-Term Liabilities $ 2,957,060 $ 4,688,605 $ (233,789) $ 7,411,876 $ 288,989

* The change in compensated absences above is a net change for the year.

For governmental activities net pension liabilities, when present, are generally liquidated through the
General Fund.

The Town’s 2016 and 2019 certificate of participation from direct borrowings related to governmental
activities are secured with collateral of land and buildings and improvements on the land. In the event of
default, the collateral can be sold or leased or other legal actions taken by the lender for collection.

The Town’s outstanding notes from direct borrowings related to business-type activities are secured with
collateral of sanitation pipeline projects. In the event of default the lender can take possession of the
collateral or take other legal actions to obtain payment. The Town would also be responsible for attorney

fees.

The Town’s 2025 revenue bond related to business-type activities are secured with property.
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Note 6. Long-Term Liabilities, Continued

Long-term liabilities for the primary government at December 31, 2025 are comprised of the following:

Certificate of participation payable:
Governmental Activities:

Certificate of participation, Series 2016, due in annual principal and semi-annual interest
installments ranging from $176,800 to $195,563, bearing interest at 3.0% to 4.0%, maturing
November 1, 2037. $ 1,725,000

Certificate of participation, Series 2019, due in annual principal and semi-annual interest
installments ranging from $248,878 to $247,917, bearing interest at 2.87%, maturing December

1,2033. 1,573,000
Total certificate of participation payable $ 3,298,000
Bonds payable:

Business-Type Activities:

Wastewater revenue bonds, Series 2015, original issue amount of $4,750,000, due in annual
principal installments ranging from $30,000 to $540,000 and semi-annual interest installments,
bearing interest rate of 4.125% to 5.5%, maturing March 1, 2045. $ 4,750,000

Notes payable:

Business-Type Activities:

Note payable to Water Pollution Control Revolving Fund in the original amount of $2,000,000.
Due in forty semi-annual payments of $9,215 for the first payment and then 39 payments of
$56,359, including interest at 1%, maturing May 1, 2035. $ 1,019,097

Loan payable to Pagosa Area Water and Sanitation District (PAWSD) in the orignal amount of
up to $2,835,000. Due in twenty annual payments of $174,940, including interest at 2.19%,
maturing November 30, 2036. 1,693,754

Total notes payable $ 2,712,851

Debt service requirements to maturity are as follows:

Governmental Activities Business-Type Activities
Year ended Direct Borrowings Direct Borrowings Bonds
December 31: Principal Interest Principal Interest Principal Interest

2026 $ 318,000 $ 116,459 $ 240,632 $ 47,028 $ 30,000 $ 224,150
2027 323,000 106,866 244,681 42,978 35,000 222,363
2028 334,000 97,150 248,807 38,853 40,000 220,300
2029 345,000 87,089 253,010 34,649 40,000 218,100
2030 356,000 75,719 257,294 30,366 45,000 215,763
2031-2035 1,287,000 201,125 1,297,236 84,722 335,000 1,036,875
2036-2040 335,000 20,200 171,191 3,749 1,770,000 821,713
2041-2045 - - - - 2,455,000 313,513
$ 3,298,000 $ 704,608 $§ 2,712,851 $ 282,345 $ 4,750,000 $ 3,272,775
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As part of the Sanitation Fund’s agreement related to the fund’s debt, the Water Pollution Control Fund
Note requires that the Town maintain a rate covenant ratio [(total revenue-(operating expenses —
depreciation))/annual debt service = ratio] that is above the required minimum amount. The minimum
ratio the Town is allowed to keep is greater than 110%. The table below shows the calculation of the
Town rate covenant ratio for 2025:

Total Revenue (excluding grant income) $ 1,719,292
Operating Expenses 2,297,521
Less Depreciation (463,836)
Less One-Time Capital Repairs In Operating Expenses (505,047)
Less Debt Issuance Costs in Operating Expenses (156,289)
Net Operating Expenses 1,172,349
Annual Debt Service 403,270
Rate Covenant Ratio 136%
Note 7. Leases

Lease Receivable

During fiscal year 2022, the Town began recording four ground leases for telecommunications to third
parties due to the implementation of GASB 87. The leases range from 5 years to 18 years and the Town
will receive annual payments from each third party ranging from $10,958 to $70,170. The Town
recognized $74,511 in lease revenue and $16,727 in interest revenue during the current fiscal year related
to these leases. As of December 31, 2025, the Town’s receivable for lease payments was $885,163. Also,
the Town has a deferred inflow of resources associated with these leases that will be recognized as
revenue over the lease term. As of December 31, 2025, the balance of the deferred inflow of resources
was $809,314.
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Note 8. Pension Plans

Fire and Police Pension Association of Colorado

Plan description — The Statewide Retirement Plan is a cost-sharing multiple-employer defined benefit
pension plan. The Plan consists of four components: Defined Benefit Component, Hybrid Defined Benefit
Component, Social Security Component and Money Purchase Component. The Plan currently has 229
participating employer fire and police departments.

The Defined Benefit Component and Social Security Component cover substantially all full-time
employees of participating fire or police departments in Colorado hired on or after April 8, 1978,
provided that they are not already covered by a statutorily exempt plan. Employers once had the option to
withdraw from the Plan, but a change in state statutes eliminated this option effective January 1, 1988,
unless the employer elects and is determined to be eligible to participate in the Statewide Money Purchase
Plan.

In 2003, legislation was enacted that allows departments who cover their firefighters and police officers in
money purchase plans to elect coverage under the Plan. As of August 5, 2003, clerical and other
personnel from fire districts whose services are auxiliary to fire protection may also participate in the
Plan. As of January 1, 2020, Colorado police and sheriff departments who participate in Social Security
have the option of affiliating for coverage under the Plan.

The Plan assets are in the Fire & Police Members’ Benefit Investment Fund Long-Term Pool and the Fire
& Police Members’ Self-Directed Investment Fund (for Deferred Retirement Option Plan (DROP) assets
and Money Purchase Component assets). The Long-Term Pool is designed primarily for open plans with
a longer time horizon, appropriate risk tolerance, and lower liquidity needs. The investment return
assumption is 7.00 percent.

Members participating in DROP or in the Money Purchase Component choose among various investment
options offered by an outside investment manager.

The Plan is administered by the Fire & Police Pension Association of Colorado (FPPA). FPPA issues a
publicly available annual comprehensive financial report that can be obtained on FPPA’s website at
http://www.FPPAco.org.

Benefits provided — The FPPA Board of Directors may change the retirement age on an annual basis,
depending upon the results of the actuarial valuation and other circumstances. The Normal Retirement
Age should not be less than age 55 or more than age 60. Any member with at least 25 years of service
may retire at any time after age 55 and shall be eligible for a normal retirement pension. Members with
combined age and years of service totaling 80 or more, with a minimum age of 50 also qualify for a
normal retirement pension.

A member is eligible for retirement after attainment of age 55 with at least five years of credited service.
A member is eligible for an early retirement after completion of 30 years of service or attainment of age

50 with at least five years of credited service. The early retirement benefit equals the normal retirement
benefit reduced on an actuarially equivalent basis.
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The annual retirement benefit for the Defined Benefit Component is 2.0 percent of the average of the
member’s highest three years’ base salary for each year of credited service up to ten years, plus 2.5
percent of the average of the member's highest three years' base salary for each year of service thereafter.

Beginning January 1, 2007, the annual normal retirement benefit for the Social Security Component is 1.0
percent of the average of the member's highest three years base salary for each year of credited service up
to then years plus 1.25 percent of the average of the member's highest three years' base salary for each
year thereafter. Prior to 2007, the benefit for members of the Social Security Component will be reduced
by the amount of social security income the member receives annually, calculated as if the social security
benefit started as of age 62.

The annual retirement benefit of the Hybrid Defined Benefit Component is 1.9 percent of the average of
the member’s highest three years’ base salary for each year of credited service through December 31,
2022 and 1.5 percent of the average of the member’s highest three years’ base salary for each year of
credited service after January 1, 2023.

Benefits paid to retired members and beneficiaries may be increased annually on October 1 via cost of
living adjustment (COLA). COLAs may be compounding or non-compounding. The increase in benefits,
if any, is based on the FPPA Board of Director's discretion. Compounding COLAs can range from 0
percent to the higher of 3 percent or the Consumer Price Index for Urban Wage Earners and Clerical
Workers. Non-compounding COLAs take into consideration the investment returns, compounding
COLAs and other economic factors. COLAs may begin once the retired member has been receiving
retirement benefits for at least 12 months prior to October 1.

Upon termination, the vested account balance within the Money Purchase Component becomes available
to the member.

Upon termination, a member may elect to have their member contributions, along with 5.0 percent of as
interest, returned as a lump sum distribution in lieu of a retirement benefit.

Contributions — The Plan sets contributions rates at a level that enables all benefits to be fully funded at
the retirement date of all members. Contribution rates for the SWDB plan are set by state statute.
Employer contribution rates can only be amended by state statute. Member contribution rates can be
amended by state statute or election of the membership. Effective January 1, 2021, contribution rates for
employers and members may be increased equally by the FPPA Board of Directors upon approval
through an election by both the employers and members.

Members of the Defined Benefit Component contribute 12.0 percent of base salary. Employer
contributions rates increase 0.5 percent annually beginning in 2021 through 2030 to a total of 13.0 percent
of pensionable earnings. Members of the SWDB plan and their employers are contributing at the rate of
12 percent and 10.5 percent, respectively, of base salary for a total contribution rate of 22.5 percent in
2025.
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The Town's contributions for the current and two preceding fiscal years, all of which were equal to the
required contributions, were as follows:

Year ended Retirement
December 31, Fund
2023 $ 51,679
2024 73,492
2025 71,526

Pension liability/asset — At December 31, 2025, the Town reported an liability of $0 for its proportionate
share of the SWDB net pension liability/asset. The net pension liability/asset was measured as of
December 31, 2024. The total pension liability used to calculate the net pension liability was determined
using an actuarial valuation as of January 01, 2025. The Town's proportion of the net pension
liability/asset was based on the Town's actual contributions to the plan relative to the total of all
participating employers' contributions for the year ended December 31, 2024. The Town's proportion
measured as of December 31, 2024, was 0.067401 percent for police, which was an increase of 0.012030
percent from the proportions measured as of December 31, 2023.

Pension expense and deferred outflows/inflows of resources — For the year ended December 31, 2025,
the Town recognized pension expense for SWDB of $118,212. At December 31, 2025, the Town reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following
sources:

Police
Deferred
Outflows of Deferred Inflows

Resources of Resources
Differences between expected and actual experience $ 161,963 $ 5,066
Changes in assumptions 57,965 -
Net difference between projected and actual earnings on
pension plan investments 23,008 -
Changes in proportion and differences between
contributions and proportional share of contributions - 67,954
Contributions subsequent to the measurement date 71,526 -

Total $ 314,462 $ 73,020
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The $71,526 reported as deferred outflows of resources related to SWDB pensions resulting from Town
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ending December 31, 2026. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to SWDB pensions will be recognized in pension expense as
follows:

Police
Deferred
Outflows
Year ended (Inflows) of
December 31, Resources
2026 $ 58,059
2027 89,695
2028 (1,260)
2029 2,084
2030 14,382
Thereafter 6,956

Actuarial Assumptions — The significant actuarial assumptions used to measure the total pension
liability are as follows:

Actuarial Method Entry Age Normal
Amortization Method Level % of Payroll, Open
Amortization Period 30 Years

Long-term Investment Rate o

of Return* 7.0%

Projected Salary Increases 4.25-11.75%

Cost of Living Adjustments
(COLA)

*Includes Inflation at 2.5%

0.0%

For determining the total pension liability and actuarially determined contributions, the post-retirement
mortality tables for non-disabled retirees uses the PUB-2010 Safety Healthy Annuitant Mortality Tables
for males and females, amount weighted, and then projected using the ultimate values of the MP-2020
projection scale for all years. The pre-retirement mortality assumption uses PUB-2010 Safety Healthy
Employee Mortality Tables for males and females, amount weighted, and then projected with the MP-
2020 Ultimate projection scale. The pre-retirement non-duty mortality tables are adjusted to 60% of the
MP-2020 mortality tables for active employees. The on-duty mortality rate is 0.00015.
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At least every five years the FPPA’s Board of Directors, in accordance with best practices, reviews its
economic and demographic actuarial assumptions. At its July 2023 meeting, the Board of Directors
reviewed and approved recommended changes to the actuarial assumptions. The recommendations made
by the FPPA’s actuaries, Gabriel, Roeder, Smith & Co., based upon their analysis of past experience and
expectations of the future. The assumption changes were effective for actuarial valuations beginning
January 1, 2024. The actuarial assumptions impact actuarial factors for benefit purposes such as purchases
of service credit and other benefits where actuarial factors are used.

The long-term expected rate of return on SWDB pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of pension plan investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation
(assumed at 2.5 percent). Best estimates of arithmetic real rates of return for each major asset class
included in the Fund’s target asset allocation as of December 31, 2024 are summarized in the following
table:

Long-Term Expected

Asset Class Target Allocation Rate of Return
Global Equity 33% 7.00%
Equity Long/Short 6% 6.20%
Private Markets 34% 8.80%
Fixed Income - Rates 7% 5.00%
Fixed Income- Credit 7% 6.50%
Absolute Return 9% 5.70%
Cash 4% 4.20%
Total 100%

Discount Rate — The discount rate used to measure the SWDB total pension liability was 7.0 percent.
The projection of cash flows used to determine the discount rate assumed that contributions from
participating employers will be made based on the actuarially determined rates based on the SWDB
Board's funding policy, which establishes the contractually required rate under Colorado statute. Based
on those assumptions, the pension plan's fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit payments to determine
the total pension liability.
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Sensitivity of the proportionate share of the net pension liability to changes in the discount rate —
The following table presents the Town's proportionate share of the net pension liability calculated using
the discount rate of 7.00 percent, as well as what the Town's proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1 percentage point lower (6.00 percent)
or 1 percentage point higher (8.00 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
6.00% 7.00% 8.00%
Police
Net pension (asset) / liability $ 328,909 $ - S -

Pension plan fiduciary net position — Detailed information about the pension plan’s fiduciary net
position is available in the separately issued FPPA financial report.

Colorado Retirement Association

The Town has adopted a 401(a)-money purchase pension plan for its employees (excluding sworn
officers participating in FPPA). Full-time, permanent employees are eligible to participate in the Plan.
The Town Council is authorized to amend the Plan provisions, and determines the contributions made by
the Town, which is currently 5% of eligible salaries, for both employees and employers. Contributions
are made by the Town directly to each eligible employee’s retirement account, and vest 20% immediately
and a rate of 20% annually thereafter. No voluntary contributions are allowed. Employees are eligible to
make additional contributions to a 457(b) plan. If the employee (excluding sworn officers participating
in FFPA) contributes to the 457(b) plan, the town will match up to 4% of the employee’s salary in
additional contributions to the 401(a) plan. Each employee selects their investments, and no Plan
administration is performed by the Town other than transmitting contributions to the identified employee
accounts. The Colorado Retirement Association provides administration for the Plan and assists
employees with their self-directed investments.

During the year ended December 31, 2025, the Town’s pension expense was $280,414. This amount was
offset by forfeiture in the amount of $17,111.
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The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees and natural disasters. Claims have not exceeded coverage in
any of the last three fiscal years.

The Town is a member of the Colorado Intergovernmental Risk Sharing Agency (CIRSA), a separate and
independent governmental and legal entity formed by an intergovernmental agreement by member
municipalities pursuant to the provision of 24-10-1155, Colorado Revised Statutes (1982 Replacement
Volume) and the Colorado Constitution, Article XIV, Section 18(2).

The purposes of CIRSA is to provide members defined liability and property coverage’s and to assist
members to prevent and reduce losses and injuries to municipal property and to persons or property which
might result in claims being made against members of CIRSA, their employees or officers.

It is the intent of the members of CIRSA to create an entity in perpetuity which will administer and use
funds contributed by the members to defend and indemnify, in accordance with the bylaws, any member
of CIRSA against liability or loss, to the limit of the financial resources of CIRSA. It is also the intent of
the members to have CIRSA provide continuing stability and availability of needed coverage’s at
reasonable costs. All income and assets of CIRSA shall at all times be dedicated to the exclusive benefit
of its members.

The Town recognizes an expense for coverage for the amount paid to CIRSA annually for these
coverages. Contingent liability claims for the coverage have not been recognized to date after reviewing
claim history and the remoteness of potential loss in excess of actual contributions by the Town.

CIRSA is a separate legal entity and the Town does not approve budgets nor does it have the ability to
significantly affect the operations of CIRSA. The Board of Directors of the Agency is composed of seven
directors elected by the members at the annual meeting to be scheduled in December each year.

Note 10. Intergovernmental Agreement

On January 3, 2012, the Town of Pagosa Springs Sanitation General Improvement District (PSSGID) and
Pagosa Area Water and Sanitation District (PAWSD) entered into an intergovernmental agreement for
PSSGID to extend their sewer lines to connect with the PAWSD line. PAWSD would then do the sewer
treatment. The construction contract of this extended line was for a bid price of $6,853,000. PAWSD has
agreed to loan PSSGID up to $2,835,000 for the construction. This loan will be repaid over 20 years at an
interest rate equal to PAWSD lost opportunity on investment funds.
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Interfund transfers for the year ended December 31, 2025 were as follows:

Transfers out:

Conservation Total
Transfer in: Sanitation Tourism Trust Transfers in
General Fund $ - $ - $ 50,000 $ 50,000
Capital Improvement 12,502 363,996 49,500 425,998
Total transfers out $ 12,502 $ 363,996 $ 99,500 $ 475,998

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them and (2) use unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in accordance with budgetary
authorizations.

Transfers during 2025 were primarily made to support capital purchases and other governmental
activities.

Interfund balances as of December 31, 2025 were as follows:

Due from Due to
Other Funds Other Funds
General Fund $ 320,753 $ -
Capital Improvement - 281,029
Sanitation - 39,724
Total $ 320,753 $ 320,753

On March 18, 2021, the General Fund advanced $139,034 to the Sanitation fund at 1.25% interest, with
repayment over six years beginning in July 2021.

On June 4, 2024, the General Fund advanced $353,000 to the Capital Improvement Fund at 4.00%
interest, with repayment over five years beginning in April 2025.
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Note 12. Subsequent Events

The Town has a multi-million dollar downtown highway reconstruction project with CDOT that is
expected to be completed over the next couple of years..

A major flood event in October 2025 caused damage and debris to the river and embankments. The Town
received grants to assist in cleanup, with costs estimated at $3 million in 2026.
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TOWN OF PAGOSA SPRINGS, COLORADO
Required Supplementary Information
Notes to Pension Plan Schedules
December 31, 2025

Note 1. Actuarially Determined Contribution Rates

Actuarially determined contribution rates for FPPA are calculated as of January 1, or two years prior to
the end of the fiscal year in which contributions are made. The actuarial methods and assumptions used to
establish the contribution requirements are as follows:

Actuarial cost method
Amortization method
Remaining amortization period
Actuarial assumptions:

o Investment rate of return:
Projected salary increase:

o
o COLA:
o Inflation:
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Entry age normal
Level % of payroll, open
30 years

7.0%.
4.25%-11.75%.
0.0%
2.5%



TOWN OF PAGOSA SPRINGS, COLORADO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULES

FOR THE FOLLOWING MAJOR FUNDS:

The General Fund is used to account for resources traditionally associated with government which are
not required legally or by sound financial management to be accounted for in another fund.

The Tourism Fund accounts for the tax collected from lodging establishments to be used for community
support services.
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TOWN OF PAGOSA SPRINGS, COLORADO
General Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended December 31, 2025

Budgeted Amounts Actual Variance with
Revenues Original Final Amounts Final Budget
Taxes:
Property tax $ 150,644 $ 150,644 $ 153,263 $ 2,619
Sales tax 4,714,509 4,714,509 4,779,373 64,864
Franchise tax 187,342 187,342 170,730 (16,612)
Other taxes 10,000 10,000 587 (9,413)
Total taxes 5,062,495 5,062,495 5,103,953 41,458
Licenses, permits and fees:
Licenses, permits and fees 125,275 125,275 137,407 12,132
Building permits 86,000 86,000 112,082 26,082
Total licenses, permits and fees 211,275 211,275 249,489 38,214
Intergovernmental:
Grant revenues 153,265 1,065,363 613,027 (452,336)
Total intergovernmental 153,265 1,065,363 613,027 (452,336)
Fines and forfeitures:
Fines and forfeitures 135,500 123,000 132,338 9,338
Total fines and forfeitures 135,500 123,000 132,338 9,338
Charges for services:
Charges for services 219,000 219,000 248,256 29,256
Total charges for services 219,000 219,000 248,256 29,256
Interest:
Interest revenue 191,365 211,365 253,989 42,624
Total interest 191,365 211,365 253,989 42,624
Contributions and donations:
Contributions and donations 75,000 125,000 152,279 27,279
Total contributions and donations 75,000 125,000 152,279 27,279
Other revenues:
Miscellaneous 28,000 28,000 18,792 (9,208)
Total other revenues 28,000 28,000 18,792 (9,208)
Total revenues 6,075,900 7,045,498 6,772,123 (273,375)
(continued)
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TOWN OF PAGOSA SPRINGS, COLORADO
General Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual, (Continued)
For the Year Ended December 31, 2025

Budgeted Amounts Actual Variance with
Expenditures Original Final Amounts Final Budget
General Government:
Town manager/council 516,078 2,058,642 1,265,792 792,850
Town clerk/town hall 391,246 391,246 411,160 (19,914)
Human resources 263,794 263,794 256,459 7,335
Administrative services 269,914 269,914 248,054 21,860
Building and planning 596,012 596,012 498,283 97,729
Housing Division 159,691 159,691 162,830 (3,139)
Municipal court 514,658 514,658 479,172 35,486
Total General Government 2,711,393 4,253 957 3,321,750 932,207
Public Safety:
Police 2,173,783 2,173,783 1,938,250 235,533
Total Public Safety 2,173,783 2,173,783 1,938,250 235,533
Parks & Recreation:
Recreation 887,002 937,002 955,476 (18,474)
Total Parks & Recreation 887,002 937,002 955,476 (18,474)
Community Support: 158,602 158,602 157,810 792
Total Community Support 158,602 158,602 157,810 792
Economic development 109,430 109,430 101,046 8,384
Total Economic development 109,430 109,430 101,046 8,384
Total expenditures 6,040,210 7,632,774 6,474,332 1,158,442
Excess of revenues over
(under) expenditures 35,690 (587,276) 297,791 885,067
Other financing sources (uses):
Transfers in 7,500 57,500 50,000 (7,500)
Transfer out (7,500) (1,549,750) - 1,549,750
Total other financing sources (uses) - (1,492,250) 50,000 1,542,250
Net change in fund balance 35,690 (2,079,526) 347,791 2,427,317
Fund balance, beginning of year 6,325,775 6,325,775 6,325,775 -
Fund balance, end of year $ 6,361,465 $ 4,246,249 $ 6,673,566 $ 2427317
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TOWN OF PAGOSA SPRINGS, COLORADO

Tourism Special Revenue Fund

Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual

For the Year Ended December 31, 2025

Revenues
Lodgers tax
Intergovernmental revenue
Charges for services
Interest income
Other revenues

Total revenues
Expenditures
Community support

Total expenditures

Excess of revenue and other sources over
(under) expenditures and other uses

Other financing sources (uses):
Transfers out

Total other financing sources (uses):

Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
§ 950,000 $ 950,000 § 918,386 § (3l614)
525,000 525,000 486,905 (38,095)
55,000 55,000 54,399 (601)
40,000 40,000 68,295 28,295
1,500 1,500 15,081 13,581
1,571,500 1,571,500 1,543,066 (28,434)
1,571,496 1,571,496 1,083,839 487,657
1,571,496 1,571,496 1,083,839 487,657
4 4 459,227 459,223
- - (363,996) (363,996)
- - (363,996) (363,996)
4 4 95,231 95,227
1,642,598 1,642,598 1,642,598 -
$ 1,642,602 $ 1,642,602 $ 1,737,829 $ 95,227
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Town of Pagosa Springs, COLORADO
SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULES
FOR THE FOLLOWING FUNDS:

Major Capital Project Fund

The Capital Improvement Fund accounts for maintenance, acquisition or construction of major capital
facilities (other than those belonging to enterprise funds).

Nonmajor Special Revenue Fund

The Conservation Trust Fund accounts for the State of Colorado lottery funds to be used for parks and
recreation services and capital investment.

Major and Nonmajor Enterprise Funds
Enterprise Funds are used to account for operations that are financed and operated in a manner similar to
private business enterprises, where the intent is that the costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges. The budgets for the
enterprise funds have been prepared and presented on a modified accrual basis which is an accounting

basis other than GAAP for enterprise funds.

The Sanitation Fund accounts for the activities related to the Town’s sanitation treatment and
distribution operations.

The Geothermal Fund is used to account for the Town’s geothermal services.
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TOWN OF PAGOSA SPRINGS, COLORADO

Capital Improvement Capital Project Fund

Schedule of Revenues, Expenditures and Changes in Fund Balance

For the Year Ended December 31, 2025

Budget and Actual

Revenues
Sales taxes
Highway users tax
Leases and rents
Intergovernmental revenue
Charges for services
Fines and forfeitures
Interest income
Contributions and donations
Other income

Total revenue

Expenditures
General government
Public safety
Public works/streets
Parks and recreation
Community support
Debt service
Principal
Interest
Capital outlay

Total expenditures

Excess of revenue and other sources over
(under) expenditures and other uses

Other financing sources (uses):
Transfers in
Sale of assets

Total other financing sources (uses):

Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget

$ 4,614,359 $ 4,614,359 $ 4,737,079 $ 122,720
74,057 74,057 94,410 20,353
11,655 11,655 45,670 34,015

2,017,579 2,267,579 945,188 (1,322,391)
13,000 13,000 52,539 39,539
25,000 25,000 52,698 27,698
120,000 120,000 172,000 52,000
3,000 3,000 12,000 9,000

22,000 22,000 17,683 (4,317)

6,900,650 7,150,650 6,129,267 (1,021,383)

- - 56 (56)

18,100 18,100 33,023 (14,923)
2,107,789 4,092,065 1,979,260 2,112,805

1,006,356 1,006,356 1,055,120 (48,764)
146,321 146,321 127,748 18,573
307,000 307,000 307,000 -

126,569 126,569 135,324 (8,755)
3,342,071 3,342,071 1,987,199 1,354,872
7,054,206 9,038,482 5,624,730 3,413,752
(153,556) (1,887,832) 504,537 2,392,369

99,500 672,250 425,998 (246,252)
- - 233,915 233,915

99,500 672,250 659,913 (12,337)
(54,056) (1,215,582) 1,164,450 2,380,032
3,867,815 3,867,815 3,867,815 -
$ 3,813,759 $ 2,652,233 $ 5,032,265 $ 2,380,032
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TOWN OF PAGOSA SPRINGS, COLORADO
Nonmajor Conservation Trust Special Revenue Fund

Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended December 31, 2025

Revenues
Intergovernmental revenue
Interest income

Total revenues

Expenditures

Total expenditures

Excess of revenue and other sources over
(under) expenditures and other uses

Other financing sources (uses):
Transfers out

Total other financing sources (uses):
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget

$ 105,000 § 105,000 § 105,784 $ 784
500 500 3,925 3,425

105,500 105,500 109,709 4,209
105,500 105,500 109,709 4,209
(99,500) (99,500) (99,500) -
(99,500) (99,500) (99,500) -
6,000 6,000 10,209 4,209

65,547 65,547 65,547 -

$ 71,547 $ 71,547 $ 75,756 $ 4,209
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TOWN OF PAGOSA SPRINGS, COLORADO
Sanitation Fund
Schedule of Revenues, Expenses and Changes in Net Position

Budget and Actual
For the Year Ended December 31, 2025

Operating revenues

Charges for services
Other revenues

Total operating revenues

Operating expenses
Salaries and wages
Operating system
Administrative
Professional fees

Total operating expenses

Operating income

Non-operating revenues (expenses)

Interest income

Property and specific ownership tax
Capital outlay

Debt service

Total non-operating revenues (expenses)

Income before contributions, transfers
and capital and related financing activities

Contributions, transfers and capital
and related financing activities
Connection and tap fees
Grant revenue
Transfers in
Transfers out
Total contributions and transfers

Change in net position-budget basis

GAAP Basis Adjustments
Capital outlay
Depreciation
Gain/(Loss) on capital assets
Debt Principal

Change in net position - GAAP basis
Net position, beginning of year

Net position, end of year

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
$ 1,376,500 $ 1,376,500 $ 1,391,588 $ 15,088
6,500 4,531,452 10,489 (4,520,963)
1,383,000 5,907,952 1,402,077 (4,505,875)
351,444 351,444 375,308 (23.,864)
464,288 464,288 866,753 (402,465)
41,533 41,533 50,995 (9,462)
646,181 646,181 540,629 105,552
1,503,446 1,503,446 1,833,685 (330,239)
(120,446) 4,404,506 (431,608) (4,836,114)
50,000 130,000 196,137 66,137
72,248 72,248 76,019 3,771
(181,000) (4,464,080) (645,119) 3,818,961
(51,002) (166,614) (476,410) (309,796)
(109,754) (4,428,446) (849,373) 3,579,073
97,800 97,800 45,059 (52,741)
200,000 200,000 37,953 (162,047)
- 1,295,000 - (1,295,000)
- (218,754) (12,502) 206,252
297,800 1,374,046 70,510 (1,303,536)
$ 67,600 $ 1,350,106 (1,210,471)  $ (2,560,577)

645,119

(463,836)

(44,636)

236,654

(837,170)

8,395,497

$ 7,558,327
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TOWN OF PAGOSA SPRINGS, COLORADO

Geothermal Fund

Schedule of Revenues, Expenses and Changes in Net Position

Budget and Actual
For the Year Ended December 31, 2025

Operating revenues
Charges for services

Total operating revenues

Operating expenses
Operating system
Administrative
Professional fees

Total operating expenses

Operating income (loss)

Non-operating revenues (expenses)

Interest income
Capital outlay

Total non-operating revenues (expenses)

Income before contributions, transfers
and capital and related financing activities

Contributions, transfers and capital
and related financing activities
Grant revenue
Transfers in
Total contributions and transfers

Change in net position-budget basis
GAAP Basis Adjustments

Capital Outlay

Depreciation

Change in net position - GAAP basis
Net position, beginning of year

Net position, end of year

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
$§ 112,000 $§ 112,000 $ 93,028 $  (18,972)
112,000 112,000 93,028 (18,972)
245,454 495,454 78,264 417,190
2,127 2,127 2,429 (302)
4,500 4,500 41,004 (36,504)
252,081 502,081 121,697 380,384
(140,081) (390,081) (28,669) 361,412
- - 8,457 8,457
(62,000) (62,000) (203,364) (141,364)
(62,000) (62,000) (194,907) (132,907)
(202,081) (452,081) (223,576) 228,505
- - 40,359 40,359
- 250,000 - (250,000)
- 250,000 40,359 (209,641)
$ (202,081) $  (202,081) (183,217) $ 18,864

203,364

(29,573)

(9,426)

520,752

$ 511,326
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SUPPLEMENTARY INFORMATION

LOCAL HIGHWAY FINANCE REPORT

Section 43-2-132 of the Colorado Revised Statutes requires municipalities receiving Highway User Tax
Funds to include a schedule of highway receipts and expenditures with the audit report. The said report is
presented on the following two pages.
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LOCAL HIGHWAY FINANCE REPORT

STATE:
COLORADO

THIS INFORMATION FROM THE RECORDS
OF:

Town of Pagosa Springs

PREPARED BY:

April Hessman

ahessman@pagosasprings.co.gov [12/2025

REPORT YEAR ENDING
DATE(mmlyyyy):

I. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE

ITEM

A. Local Motor-
Fuel Taxes

B. Local Motor-Vehicle Taxes | State Highway-

User Taxes

C. Receipts from|D. Receipts from

Federal Highway|
Administration

1. Total receipts available
2. Minus amount used for collection expenses
3. Minus amount used for nonhighway purposes
4. Minus amount used for mass transit
5. Total (1 - (2 through 4))
Il. RECEIPTS FOR ROAD AND STREET PURPOSES - DETAIL
ITEM | AMOUNT ITEM AMOUNT
A.3. Other Local Imposts: A.4. Miscellaneous Local Receipts:
a. Property Taxes and Assesments | 1,699,741.97| a. Interest on investments
b. Non-property Taxes and Assessments Imposts b. Other Misc. Local Receipts 30,862.48
c. Total (a + b) $ 1,699,741.97 |c. Total (a + b) $ 30,862.48
ITEM AMOUNT ITEM AMOUNT
C. Receipts from State Government D. Receipts from Federal Government
1. Highway-user Taxes (from Item |.C.5.) 94,409.76] 1. FHWA (from Item 1.D.5.)
2. State General Funds 2. Other Federal Agencies:
3. Other State funds:
a. State Bond Proceeds
b. Non-State Bond Proceeds
c. Total (a + b) $
4. Total (1+2 + 3c) 94,409.76 | 3. Total (1 +2) $

Illl. EXPENDITURES FOR ROAD AND S TREET PURPOSES - DETAIL

ITEM | AMOUNT
A.1. Capital outlay:
a. Right-Of-Way Costs
b. Engineering Costs 54,298.88
c. Construction Costs 187,068.00
d. Total Capital Outlay (a+ b + c) $ 241,366.88

Form FHWA-536 (Rev. 02-2025) Page2
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LOCAL HIGHWAY FINANCE REPORT

STATE:
COLORADO

REPORT YEAR ENDING DATE(mmlyyyy):
12/2025

I. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE

ITEM

1. Amount used for highway purposes

Il. RECEIPTS FOR ROAD AND STREET PURPOSES

A. Local Motor-
Fuel Taxes

B. Local C. Receipts from D. Receipts from
Motor-Vehicle | State Highway-User| Federal Highway
Taxes Taxes Administration

Illl. EXPENDITURES FOR ROAD AND STREET PURP

ITEM | AMOUNT ITEM | AMOUNT
A. Receipts from Local Sources: A. Local highway expenditures:
1. Local Highway-user Taxes 1. Capital Outlay (from page 1, ltem lll| $ 241,366.88
a. Motor Fuel (from ltem |.A.1) 2. Maintenance: 1,303,375.07
b. Motor Vehicle (from Item 1.B.1) 3. Road and Street Services:
c. Total (a+b) a. Snow and Ice Removal
2. General Fund Appropriations b. Other & Traffic Control Operatior]
3. Other Local Imposts (from page 1, Iltem 11.A3.c) $ 1,699,741.97 c. Total (a+b) $
4. Miscellaneous Local Receipts (from page 1, ltem 11.A{ $ 30,862.48 | 4. General Administration & Miscellaneo
5. Transfers from Toll Facilities 5. Highway Law Enforcement and Safety
6. Proceeds of Sale of Bonds and Notes: 6. Total (1 through 5) $ 1,544,741.95
a. Bonds - Original Issues B. Debt Service on Local Obligations:
b. Bonds - Refunding Issues 1. Bonds:
c. Notes a. Interest 70,862.50
d. Total (a+b +c) $ b. Redemption 115,000.00
7. Total (1 through 6) $ 1,730,604.45 c. Total (a+b) $ 185,862.50
B. Private Contributions 2. Notes:
C. Receipts from State government (from page 1, ltem IL.C| $ a. Interest
D. Receipts from Federal government (from page 1, ltem Il| $ b. Redemption
E. Total receipts (A.7+B + C + D) $ 1,730,604.45 c. Total (a+b) $ -
3. Total (1c + 2¢) $ 185,862.50
C. Payments to State for Highways
D. Payments to Toll Facilities
E. Total Expenditures (A6 + B3+ C + D] § 1,730,604.45
IV. LOCAL HIGHWAY DEBT STATUS
(Show all entries at par)
ITEM OPENING DEBT AI\gIS?JUE"Il)T REDEMPTIONS CLOSING DEBT
A. Bonds (Total) 1,840,000.00] $ - |$ 115,000.00 | $ 1,725,000.00
1. Bonds (Refunding Portion) $ -
B. Notes (Total) $ - |s - |8

60



STATISTICAL SECTION

This part of the Town of Pagosa Springs’s annual comprehensive financial report presents detailed
information as a context for understanding what the information in the financial statements, note
disclosures, and required supplementary information says about the town’s overall financial health.

Financial Trends

These schedules contain trend information to help the reader understand how the town’s financial
performance and well-being have changed over time.

Revenue Capacity

These schedules contain information to help the reader assess the town’s most significant local revenue
source, the sales and use tax.

Debt Capacity

These schedules present information to help the reader assess the affordability of the town’s current levels
of outstanding debt and the town’s ability to issue additional debt in the future.

Demographic and Economic Information

These schedules offer demographic and economic indicators to help the reader understand the
environment within which the town’s financial activities take place.

Operating Information

These schedules contain service and infrastructure data to help the reader understand how the information
in the town’s financial report relates to the services the town provides and the activities it performs.

61



29

8L8°SSH9S §  OVP'STOPS § €PTOLITS $ S08°988°8Y §  IVLTSOPY $ €hP'€69°6E § 61LTHO6'OE § L90°G90°9€ §  LECTIISES LILYS6TE S
PEF 95501 996°8TS°6 L1LSTO°01 61€70€°01 0€€80L°S 0V TrLy €5€°65S6' 788°€09° $ET0TL'S 898°LOY'L
960°CILE LSO*C6E°E 956°618°C 9L9°6STT S8499°Y 95+°820°¢ Tr9°56S Y S8EEOT'1 Y06°S1T°1 16€°96T°1
8PEL8ITY  €T8COI'IY  OL6'VT96E  0I8°9TE9E  6SS6LICE  LPL'TTOIE  vTL'L8E'LT  008°LSO0E  661°SLIST  86¥°0STHT
£59°690°8 6vC916°8 606TTL8 16£°60L°8 HT6v6°L 1LY'6ES°L L86°€99°L TLL'Y68 L 60€°656°L 9ETSHS°L
0€1°50¢ 8€T'€E9 YrL956 €L9°6¥0°1 0€L901°1 £66°€S6 L8THYT] T80°LSY'1 180°88€°1 L6SE9°T
0T TLY re6°Tee - - - - - - - 000°01
61€°T6T L LLO'0S6L S9T°99L°L 8TL°6S9°L TIS‘TH89 8L¥°685°9 00L°61+°9 689°LEY9 8TTILS9 6£9°006°S
STTO8E'8Y  L6I60L'SY  PECLvP' Sy  VIPLLIOV  66V€01°9€  TL6'E€SITE  TEL'SLT'6CT  96TOLI'ST  8TOTSI'LT  18F°60%'ST
YOETSTOT  8TE'S68'S €L6°890°6 9b9'%ST°6 009109t LYT'88LE 990°STL'E 008°9%1°¢ €ST°TEEY ILTELL'S
T68°6£T°E €21°090°¢ 9S5°61S°C 9L9°6STT 758499 95¥°870°¢ Tr9°S6S Y S8EEOT'1 $06°S1T°1 16€98C°1
620°S68° V€ § OPL'ESI'EE S SO8'8SBIE $ TO0'L99'8T $  LYO'LESIT $ 69TLEEST S #T08I6°0T S T11°0T9°CT$ 1L6C09°IT $ 6S8°6VE8T $
S0t v20t €00C (4414 1202 0202 6102 8107 10T 9107

uonisod jou Juowuroro3 Arewnd jejo]
pajoLysaun
PaIoOLNSIY
S10sSE [e3IdED UT JUOUNSIAUT JON
JUIWUIIAO0G ATeWILIJ

uonisod jou sanianoe ad£j-ssaursnq [e30],
PpojoInsaIu
PAloLSAY
sjosse [ey1deo ur JuounsoAur JON
sanIAnde adKy-ssaursng

uonisod jou SANIATIOR [BJUSUWIUIIAOS [BI0 ],
pajoLsaIun)
PAOLNSAY
sjosse [ej1des ur JuounSaAUT JON
SANIANIE [BJUIWUIIA0D)

(Bu1yunodv Jo s1svq PNI2D)
(panpnvup)) SAvaf [0IS1] U3 ISVT
Juauoduio)) Aq uonisoJ JoN
ope.ao[o)) ‘s3uridg esoge Jo umoy,



€9

(ponunuood)

9LS90%y  § TLLLEL'E § 861°CI8T orleve’c $ vOr8Iv'E § TeeEreEr  § TS6WOST § TLOTIET 8E8°LYT'E SES'S8ET
9LY'819°1 EV6°61S°1 069°70%°1 9L£120°C PS6‘ 1711 966°LE6 86£°0€8 Y9€SH8 080T L89°1€6
1LE°€TT 6SLTIT $TE00€ S9L'810°T SIT'ElT STEY6 0591 005°€6 Y0TSLY LIL'EIT
870°€6 1LT101 S8¥°19 LYE 6 LTv'ey L96°1¥ L60°TY 19¢Ly €61°ct 99L'Y
LLOTOY'1 €16°S0€°1 088°0%0°1 Y9T°€S6 TIE'ss8 Y0L 108 159°91L €0Sv0L £81°989 YSI°EL9
001°88L°C 678°LI9'l 805011 YOL'LTE'] 015'9LT°C 966°S0¥'¢ PSSHLY'l 80€°991° 8ST'EH0'T 8Y8'ESH'l
TEYEIT’T 90€ 1LY €59°66< 918v¥T L86°060°T YrLOLYT ¥TT06S 669091 ¥9S°T01°1 LTV Y9y
€81°€99 L8V p¥E 019°¢S1 I7¥°8€T 6€LTIT 110°19Z°1 8TLYOE YTS'ELT 9T1°00¢€ 8TV LTy
€6T°601 TL9'T8 129°6C 955°sT 00219 000°€S £€8°C1 106°C1 18Tl 95€°6
80€°89¢C 918°89T TOL'LYT 80v°S0T SL6'61T €€TTIL 916°1€T 18L1¥T L89°S91 ¥r0°SS1
128°S11 ¥66'10C 9€5°091 168°691 $96°6L 60L'SL 950°6¥1 S6L'STI LY8'SY1 €L5°68
L06°€TT 985°12C SII'LST $99°5¥1 YrTiEle 9TLT8 L6v1T1 097911 S09VI1 6€€°LIT
956°€6T $  896°9T€ $ 181°T9¢ LT0°T0€ $  00¥'86¥ $ €L5'0S¢E $  00LY9T $ 8ve'seT 885°10C 189°061
€0ITITYL  § LEU'SHLTI  $ €8¥°€S6IT 8EP'0CC0l § 961°STI'6  § TI9'096'6  § LPI'VT6'8  § S8S9TLL 0LTHEL'L 7957989
L¥S'889°C $0£°909°1 0€6°S0S°1 1S0°LYET TCT'LLG [agdN! 109°T11°1 S19°€S6 676°0€8 SEV'9TL
0LT'IS1 868°9L 908°0L 791°88 916'%9 0€E'STT 8679 06699 80€¥S 11L°99
LLT'LES'T 9076751 YTISErl 688°8ST'1 90€°C16 €L0°620°T EVE'SSOT $79°988 1¥9°9LL ¥TL'6S9
956°€TS 11 €€8°9¢1°T1 €SS Ly 01 L8EEL8'S YLO'LET'S 60T918°8 9pSTISL 0L6TLLY 127€°€0€°9 LTI'9€1'9
96£°6C1 66Y°ST1 886°6<1 17€€s1 PIL'YST L90°501 S6s‘erl 798101 9TS°T6 0L0°€Y
9%0°101 TToEll - - - - - - - -
08L'SLY'1 €9%°€0S‘1 6TE€S89°1 T€6°0€T 1 09 pYI°l 698°126°1 80€TLI‘T €€9°6L0°1 7€8998 TOTBETT
€8TLTET S€9°€68°1 1€2°T89°1 YTEYOL'T P06°0S€°1 T0€°01T 1 TOLYYY 1 6LLTYE' 965°L8T'1 LST1°99L
SEP'8T8T 6S1°THE'S 095°959°C 800°85T°C P8TECET 789°611°C L8STLOT 0v0¥8S°1 LEE98ET LS6TSY'T
0FL'S98°1 TOE'LEI'T Y98°TSS°l 80€°00¢€°T €LY681°1 €EPE01°T POL €O’ 009°€€6 126626 69€°L16
9L8S6LT $ €90°120°C  $ 18S°0ELT vev'oTTT  $ L6696T $§ 9S8°SSET  $ 0959€6°T S PSOTELT 601°07L°1 T8TBIS’T

STt ¥t €70T ot Taot 0z0t 6107 810C LT0T 9107

sonudAar weidoid [elo],

saniAnoe adAy-ssaursnq 810 ],
suonnqLyuoo pue syueis [eyde)
[BULIOY}090)
uone)ues
1SOITAIDS 10] SaSIeY)
saniAnoe ad4)-ssoursng

SOIIIAIIOR [BIUSUIUIIAOS [B10 ],
suonnquod pue syuers [eyde)
suonngrnuod pue syueid Junerodo
yoddns Qrunwwo))
UOI)B2I02] U SyIed
$)001)S/SI0M JT[qNJ
Kyayes o1qng
JUIWIUISAOS [RISUD)
1SOOIAIRS 10] Sa3IeyD)
ISONIATIOR [BJUSWUUIOAOD)
SINUIAIY wedord

sasuadxa [ejo L
saniAnoe adAy-ssaursnq [ejo],
[eULIY)0dD)
uonejues
:son1Anoe odA3-ssaursng

SANIAI}OR [EJUSWIUIIA0S [B)O

1qOp WI03-3UO] UO JSAIdIU]
Juowdo[oAdp OIWOU0dH
y1oddns Qrunwwo))
UOIEAIOAI PUE SHIe
$)001)S/S}I0M DT[qNJ
Kyayes orqng
JUIWIUISAOST [RISUSD)

1SONIAIOE. [BJUSUIULIOAOD)

sasuadxyg

(Bununodov fo sispq [pn.1dIv)
(panpnoup)) SAvag [post,] U IS0

UOSOJ 1N U1 S23UDY)

ope.aojo)) ‘s3uridg esoded Jo umoy,



¥9

TEVOEPT  § IPEPS0T  § TISTLEE'T  $ 6SE6IIY  § 86S°6SEY  $ PTLOSLT  $ TSY'LLY $  0€L°€S6 $ SP6FITT $ 60008TT $ juowruiaA03 Arewid [e)o ],
(965°9%8) 0bEe61 8IS°€CI 6¥1°09L 1L0°01% 915%21) (¥8L°0€0) (8€5°49) €LOYIY S0T0LT san1Anoe adK)-ssaursng
8TOLLTE $ 1001681 § €66°€T6'T $ 01T6SEE § LTS6V6'S § ObT'SL8T $ 9¢K'80I°T  $ 89TQIOT  $ SL8008T § +08°600°T  § SONIALIOR [BJUSWILIDAOLD)

uonIsoJ JON ul 3Suey)

6S6'SETTI S 90L°689°TT  $ 96L°LLO'TL $ LS9'066°01 $ 0£E€9S0°0T $ Pre'L9E8  § LY896TL $ €49°89€9 $§ 08ET0I'9 § 9€0°LSL'S  § wowrtieA08 Arewnid [elo,
SLY'ETT 10L°6LT 8SLI11 ¥T8°S8 6€€°SHT 16818 611°0S €ILsy oy £56'79 soniAnoe adKy-ssautsnq [ejo],
(8€1°LS) 896°L¥1 - sTIel SS8L8IT 0SL°9¢ 000°¢ - - - SIoJsueL],
765 40T LI0°LS 96£°98 61Tl 6v1°l 998°1 L¥9°1 SIT 619°C Y6S°C STUIUIED JUSWISIAUL PIJOLISIIUN
6109L 9IL'YL 79€°09 08¥°6S Se€'9s SLT'ES TLL'SY 86S°1¥ €T8°LE 6579 xe} Aiadoig
SoxXe [,

:sonAnoR odA)-ssoursng

Y8PTI0TI S00°0TH 1T 8€0°196°01 €€8°706°01 166°018°6 €SH°S8T8 8THOVT'L 0€6vTE9 8€6090°9 £80769°S SONIAIOR [BJUSWIIDAOS [B10],
8EI°LS (896°L¥1) - (szi‘en) (558°L81) (05L°97) (000°€) - - - SIoJsueL],
6vEYI 9T Y9 S9T'sS LO6LY - - 6¥9°T¢ 209°8S YLY'9S opE‘se SINUGASI 19Y10
187°681 - - - - - - - - 65881 $}OSSE JO 9[ES UO UIeD)
60T°861 SIS‘9S e d434 95T IP1 6LTES SP8°6T 8€TEY 908°C¢ 0TS*ss ¥0°0F STUILIED JUIUSIAUL PJOLNSIIU()
162°50%°1 06TF1Y°1 TISTOET 9L 99t TIFSI0°] 6£€°L8L 008°596 61€798 121°S9L €€6°0€L xe} $103po]
T18°9C LEO'LT TL8ST 118°€T 006°LT 809°LT ¥10°0T STTIS L61°8T SSELy XE} dSIYouLL
16€7LT €10°1LI S8eieyl +96°9C1 S6€°1T1 18€°T11 P60°SEl $90°0€1 8SEQI1 088911 SaX®) 1YIO
PEPTIVG $65°€61°6 £76°688°8 SLTT00°6 0LE¥89°8 981°9ST L 6¥1°996°S LOS‘EOTS 116656 S10°€T9Y Xe} So[eS
6LSPEL $  L60IHI $ 819601 $ 960°601 $  06+'96 $  PhS66 $ +8+°98 $ L0198 §  LSL'ES $ LS008 xe) Kradorg
”mwxmr—l

:SONIAIIOR [EJUSLIIUIOAOD)
SINUIAIY [BIIUID)

(L25608°6)  § (S9€509°%6) § (S8T°0vI‘6) $ (86T°1L8°9) § (T€L969°C) ¢ (079°919°C) § (S61°61+9) $ (CI6FI¥'S) § (Tev'988°c) $§ (LTOLLVY) § osuadxo jou juourtiaA0g Arewid [e)o,
(1£0°0L0°T) (19¢°98) (orzeon) STEYLY TELYIL (LOv"902) (€0T°182) (1sT°801) 1€9°¢€LE T5TS0T sonianoe adK)-ssoursng
(9sp'seL'8)  $ (b00°61S°'6)  § (SH0°LE0'6)  $ (€29°sksL)  § (P9r'198°S)  § (€1T01H'S)  § (T66°LET'9)  $ (T9990€°S) ¢ (€90°09Th) ¢ (6LT°T89Y)  § SONIAIIOB [BIUSUIUIOAOD)

aNUAAL/(3suadxd) 19N

$70T a0t €207 (44114 120T 0T 6107 10T 102 10t

(Bununodov fo sispq [pn.idIv)
SADL [DOS1] U] ISDT
(panunuo) uoysoq 1N ui sasuvy)
ope.aojo)) ‘s3uridg esoded Jo umoy,



G9

0S8°SY8°9 § 096°SLS'S § LELTISY $§ 6€ELLT'S § 61T°80TF § 0OVI069T $§ LOE6YES $§ €FPS66'T § TSK'E89T § 9LT6TEY §

$9TTE0’S S18°L98°€¢ 8SH°5T9°¢ gso'ceL’e - - 0€9°€8S°1 9T6'7EY’1 150°L9T°C 816°506°€ Lepno ende)
- - - - - - - Spunj fifesHy

:10J pougIssy
- - - - - - - :10J PORIUILIO))

- - - - - - - - - - sasodind 1oy30
6T8°LEL' €01°6£9°1 LY1YTI] S98°€8'1 0168651 $89°TT6 690°L99 SLYLTS Y9LOLE ¥85°6S¢€ WISLINO T,

9SL°SL L¥SS9 €179 61¥°09 1vL°6S vTssy SPE89 TW9°TeE SLEEY YLIY9 UOT)BAIOAT PUB SHIB]
- - - - 895°6¥ST 1€6°]1L°1 796°S10°¢ - - - Kepno eyde)
- - - - - - - 9AISSaI Aouadrowyg
1PIOLNSTY
- $ s6v'e $ - $ - $ - $ - $ 10€YI $ - $ T6TT $ - $ spredaid
:91qepuadsuoN
Spunj [BJUIWUIIA0S I3Y)0 [[V

99S°€L9°9 § SLL'STE9 § 68EWSLO § ISLISI9 § €0T'8E0'S § 0€8°€T9E § ¥6V'S96T § 1TLOSST $§ €€0°9T6T § VEIVSLT § puny [e1oud3 [ej0],
€12°500°S 181°008Y TTTTIL’S ¥20°€9€S T9T'8STY 06£°8€6°1 TLT'600°T 1€0°16S°1 S6v°S00°T 9LIPIS ] pauSisseun)
S9€°L01 S9€°L01 S9€°L01 S9€°L01 915°66C 808VLE ] S9€°L01 S9€°L01 S9€°L01 S9€°L01 pausissy
0ST°0T1 00029 - - - - - - - - papIwuo)
LOE9TY1 €LY SSET LLT'EEE ] TOETIL 168°8¥€ z€9'01¢ v8Trr8 898°Cr8 S9L108 £65°798 PajoLnsay
1€V 1 $§ 9SL $ STsl $ - $ veser  § - $ €LSY $ LSK'6 $ 80r°I1 $ - $ a[qepuadsuoN

punj [eIUI5)

102 102 102

€707 | K414

0T

<
(]
=
(o]
N
(]
(o]
>
[\
=
(o]
o
o
=
(o]

(Bununodow o s1svq [PNLOID patfipout)
(panpnvup)) sapaf [pIs1] Ua 1S
SpUn,J [DIUGUIUIIA0L) JO S2OUDIDG PUNT
ope.aojo)) ‘sguradg esoged Jo umoy,



99

%9%' ¥ %6€ %EL'Y %r9'L %ISSI %8y %€9°6 %996 %62°€ %S9°CT sopuadxo [eyideouou
Jo o3rju0d1ad e se 091AI10S 199
189°L19°T $ 609°S€€  $ 900°LOT $ 869°TITT $§ TsHTeeT $ (€18°00007) $ 61989L°¢ § (ISE°€90'T)  § (LOSSHb'l) § SIFOMP'T $ sodue[eq puny ur d33ueyd PN
LT OV (896°Lt'1) - ($01°C1) (S58°L81) (05L°97) 6€L°TTTE 878°8S¢ 69C°88 981°680°¢ (59s1) $201M09S GOUBULY IO [EIO],
S16°€€T - - - - - - - - 9€1°08 §195SE JO J[eS
- - - - - - - - - v£6°86 wnpuwaid puog
- - - - - - 000°S+0°¢ - - 000°099°C Panss Spuoq ANUSAI 38T
- - - - - - 9SHTST 000°00¢€ - 878591 PANSSI $o58d]
- - - ¥4 - - €87°8T 878°8S 69788 897°08 5997 1oeduy
(96t°€9%) (¥9L°582) (000°08¢) (ert'Trs) (98T°61€) (0s1°052) (000°L2) (606°5L9) (sst°88¢) - N0 SI9YSUBL],
866°SLY 96LLET 000°08S 81€°0€8 1€F°LTT 00t°€CT 000°7C 606°SL9 SSH88¢ - Ul SIoJSUeL],
(s9sn) $32an0s JurueUly YO
POTILE T LLS'ESY 900°L01 208vTTT LOE0TI'E (€90°%L6°T) 088°SHS (6L1°TTH'T) (9€8°ces' ) (89L°%19) SoINIPuadxd (JOpun) IAO SONUSATY
106°C81°€1 STTT69'TI 0PSv9TCI 1775001 S65°0€1°6 YLI'P89El 618°67€'8 685 7S1°6 0€6700°6 TLST69°L samyrpuadxa [ejo],
- - - - - - 8LY°9S - - 009801 §1S00 2oUENSS]
YTeSEl S8TIET 8YLSY1 114651 01L°191 LSSLIT PSILET 0v9°701 €6T°16 196°1% 19op WiIa)-5U0] U0 JsdIU]
000°L0€ 000°L6T 000°L8T 000°LSY 778°99¢ 8T1°C8Y 616°€6€ 18971 LEV'LY1 9€1°9TL yuswamal Jedoutig
QOIAIRS 199(J
661°L86°T S9L°G81°T 805°T9LT 681°€8S°1 080°LSLT Y00°TTL'S S9¥°005°T L99°0LTE 899°969°¢ €L5°869°1 Aepno [eyde)
90101 TToEl - - - - - - - - 1uewdo[oAdp oruou0dH
L6E69E°T 89¥°0LT'1 SHOLLYT 99€CTT’1 858°9¢1°1 STIPI6'] 081°€91°1 TSS°090°1 609098 T09°101°1 poddns Ayrunurwo)
965°010°C PISSLLT 9¢6°91H'1 870°8ST'1 LIELEO'T LLSOLS 8Y6'TLOT S9¥° 168 88T'SL8 yIT018 UONBa1031 PUE SYIBJ
09T°6L6°1 SE9TPLT 8T6'18E°T $90°9T€°T 185°919°1 8SE°LSTT SI0'PSTT 869°S8L TET'LIL 17€°€0L §100115/S3I0M OT[qQNJ
ELTILET LY0°8T0°C €95°TIS°T STS6IET 126°CST°1 98+°090°1 6L1%00°T S96°LY6 €61°088 879°788 Kyoyes orjqng
908°1T€'¢ 68S°LY1°E T18°080°¢ LE]9TLT P8TIL8‘1 6£6°65T°C 187°89L°1 1€L°9%9°1 01T489°1 L6¥'819°1 JUSUWIUIOAOT [BIOUSD)
JuaLn)
saanyrpuadxy
ST PSS Y1 T08'SLIEl 9PSILET] EYTLLTTI 206°0ST°TI TIT0ILTT 669°568°8 01¥°TEL'L 760°69%°L 708°9%0°L SONUIASY [10],
9TT’L6 685°€9C 9€£°69T LOTTIT 60TY1T PP 8T 0L9°TTT 01T'S61 TWIILL 197°LT1 SONUSASI IOYIO
6LT Y91 £78°99 $09°L9 801°9ST - - 1761 [1ANG4 1€7°88 $86°98 SUOT)EUOP PUE SUONNGLITUO))
60T°86% SIS9pS ehv e 95T 11 6LTES SP8°6T 8ET'EY 908°C¢E 0TS'sS 1S€°901 9NUAASI 1S2IANU]
¥61°55€ £1€°88¢ 98€°68T €e8°I1€ YIS ore SSL€IT 6€1°eee TIToLE 999°70€ 820°1¥C S9D[AI10S 10] SOTIeYD)
9€0°S81 TS1°981 888°€C1 S19%611 107°88 9TLT8 0€9°06 #9078 061°18 LTL'S6 SOIMI9J10] PUB SIUL]
$06°0S1°C 9€5 7901 S06°956 ¥88°1L8 LY OPET L9SY8LT S0¥920°T 990°CT8 T65°5T8 LETSTIS [E)UULIOA0SIOJU]
681°67C 60S°€¥C 186°LST LY1°69C 05929t 91€8LI €€8°LTT 796°S¥1 088°L1 €ISTIT syuuod pue sasuodl]
878°ES80l  § SPEQIPOI § €00°086'6  $ €61°00T°01 § L9SSK6'6  § SSETYTY § €¥89060 § 896TE09  § €I6°96LS § TILIINS § SoxXE],
SONUIAY
S0t ¥o0T €007 k4414 T20T 0207 6102 810 L10T 9107

(Bununodop Jo s1spq [P0 paifipout)
(panpnvup)) s.vaf [posL] uaj 1SvT
SpuUn,J [PJUUUIIAO0L) JO S2IUDIDG PUNL] Ul S2SUDY)
ope.aofo)) ‘sguridg esoged Jo umoq,



Town of Pagosa Springs, Colorado
General Governmental Tax Revenues by Source
Last Ten Fiscal Years (Unaudited)

Fiscal Year

2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Notes:

* Town & County split the 4% county sales tax revenues

Property &

Sot

95,331
100,481
103,446
103,222
117,432
116,018
126,996
128,737
159,909
153,263

Town Portion of

County Sales
Tax*

4,535,898
4,953,512
5,103,806
5,966,148
7,256,486
8,684,370
9,001,178
8,941,769
9,139,494
9,440,812

SH H hH B H hH B B L H

Franchise &

SH H hH B B hH L B H H

Business Fees

159,869
176,077
197,187
257,443
197,807
280,565
301,400
276,359
250,428
217,718

67

Lodgers Tax Other Taxes
$ 594,406 $ 95,016
$ 613,089 $ 97,157
$ 624,892 $ 111,554
$ 699,103 $ 116,202
$ 781,749 $ 91,807
$ 1,007,711 $ 122,948
$ 939,144 $ 99,108
$ 822,298 $ 103,361
$ 883605 $ 127,702
$ 918,386 $ 168,153

hH B hH B H hH B B H h

5,480,520
5,940,316
6,140,885
7,142,118
8,445,281
10,211,612
10,467,826
10,272,524
10,561,138
10,898,332
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Town of Pagosa Springs, Colorado
Lodgers Tax Rates
Last Ten Fiscal Years (Unaudited)

Fiscal Year Tax Rate
2016 4.9%
2017 4.9%
2018 4.9%
2019 4.9%
2020 4.9%
2021 4.9%
2022 4.9%
2023 4.9%
2024 4.9%

2025 4.9%

69
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Town of Pagosa Springs, Colorado
Direct and Overlapping Governmental Activities Debt
As of December 31, 2025

(Unaudited)
Estimated Amount
Net Debt Percentatge Applicable to
Governmental Unit: Outstanding Applicable (1) Pagosa Springs
Archuleta County * 8 14,440,128 12.85% $ 1,855,556
Subtotal, overlapping debt 1,855,556
Town direct debt 3,354,535
Total direct and overlapping debt $ 5,210,091

(1) Allocated based on population as of 2025 per U.S. Census Bureau
* The current year information was unavailable. Used 2024 data.

Sources: Outstanding debt from the financial statements of the County.

Note: Overlapping governments are those below the state level that coincide, at least in part, with
geographic boundaries of the town. This schedule estimates the portion of the outstanding debt of those
overlapping governments that is borne by the property taxpayers of the Town of Pagosa Springs. This
process recognizes that, when considering the government’s ability to issue and repay long-term debt, the
entire debt burden borne by the property taxpayers should be taken into account. However, this does not
imply that every taxpayer is a resident, and therefore responsible for repaying the debt of each
overlapping government.
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OTHER COMMUNICATIONS FROM INDEPENDENT AUDITORS



SQUIRE

Independent Auditors’ Report on Internal Control
over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Honorable Mayor and Council
Town of Pagosa Springs, Colorado

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Town of
Pagosa Springs, Colorado, as of and for the year ended December 31, 2025, and the related notes to the
financial statements, which collectively comprise the Town of Pagosa Springs, Colorado’s basic financial
statements and have issued our report thereon dated June 19, 2026.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town of Pagosa Springs,
Colorado’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Town of
Pagosa Springs, Colorado’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Town of Pagosa Springs, Colorado’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

SQUIRE
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the financial
statements. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

%M ,( &MF,W? &

St. George, Utah
June 19, 2026
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