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SQUIRE

Independent Auditor’s Report

Board of Trustees
Upper San Juan Library District
Pagosa Springs, Colorado

Report on the Financial Statements
Opinions

We have audited the financial statements of the governmental activities and each major fund of Upper San
Juan Library District, as of and for the year ended December 31, 2025, and the related notes to the financial
statements, which collectively comprise Upper San Juan Library District’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 and each major fund of Upper San Juan Library District, as of
December 31, 2025, and the respective changes in financial position 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). 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 Upper San Juan Library District and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Upper San Juan Library District’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 Upper San Juan Library District’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.
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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 Upper San Juan Library District’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 Upper San Juan Library District’s ability to continue as a going concern
for a reasonable period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis 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 District’s basic financial statements. The Capital Improvement Fund budgetary comparison
schedule is presented for purposes of additional analysis and is 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 Capital Improvement Fund budgetary comparison schedule is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Respectfully,

Sy & Crmprog- PO
Squire & Company, PC
St. George, Utah

July 13, 2026
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Upper San Juan Library District (District), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended December 31, 2025. Please read it in conjunction with the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

e Total assets exceed total liabilities and deferred inflows (net position) by $4,747,010 at the close of the
fiscal year.

e Total net position increased by $1,730,241.

e Total revenue received in the General Fund was $9,847 more than the final budget, largely due to grant
revenues and donations being higher than expected. Total expenditures were $168,700 less than the final
budget, largely due to capital outlay and building expenditures being less than budgeted amounts.

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 District 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 District’s operations in more detail than
the government-wide statements. (3) Notes to the financial statements.

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

A frequently asked question regarding the District’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 District 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 District’s net position and changes in them. Net position, the difference
between assets and liabilities, are one way to measure the District’s financial health, or financial position.
Over time, increases or decreases in net position are 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
District’s property tax base or jurisdiction, the availability of capital projects, and condition of the District’s
assets to accurately assess the overall health of the District. The Statement of Net Position and the Statement
of Activities, present information about the following:

e Government activities — All of the District’s basic services are considered to be governmental activities.
Property taxes finance most of these activities.

e Proprietary activities/Business type activities — The District currently does not maintain any proprietary
activities; all activities are accounted for as governmental activities.



Reporting the District’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds—not the District
as a whole. The District’s major funds use the accounting approaches as explained below.

Governmental funds — All of the District’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 District’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 District’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.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net position may serve over time as a useful indicator of the District’s financial position. The District’s
combined assets exceed liabilities and deferred inflows of resources by $4,747,010 as of December 31, 2025,

as shown on the following condensed statement of net position.

Statement of Net Position

12/31/25 12/31/24
Current and other assets $ 2,343,230 $ 2,079,994
Capital assets 3,683,456 1,894,553
Total assets 6,026,686 3,974,547
Current liabilities 338,189 44,174
Non-current liabilities 24,910 16,906
Total liabilities 363,099 61,080
Deferred inflows of resources 916,577 896,698
Net position:
Net investment in capital assets 3,683,456 1,894,553
Restricted 81,651 35,208
Unrestricted 981,903 1,087,008
Total net position $ 4,747,010 $ 3,016,769




Governmental Activities

The cost of all governmental activities this year was $868,800. General revenue from property taxes and
other revenue totaled $1,020,514.

The District’s programs include: Public Library. The program’s net cost (total cost less revenues
generated by the activities) is presented below. The net cost shows the extent to which the District’s

general taxes support the District’s program.

Changes in Net Position

12/31/25 12/31/24
Revenues:
Program revenues:
Charges for services $ 13,816 $ 17,215
Capital grants and
contributions 1,548,557 50,802
Operating grants and
contributions 16,154 11,543
General revenues:
Taxes 970,547 1,014,393
Other revenue/(expense) 49,967 56,756
Total revenues 2,599,041 1,150,709
Expenses:
Public library 868,800 682,174
Total expenses 868,800 682,174
Increase/(decrease) in net position 1,730,241 468,535
Net position, beginning 3,016,769 2,548,234
Net position, ending $ 4,747,010 $ 3,016,769

Total resources available during the year to finance governmental operations were $5,615,810 consisting
of net position at January 1, 2025 of $3,016,769, general revenues of $1,020,514, capital grants and
contributions of $1,548,557, and other program revenues of $29,970. The total cost of governmental
activities during the year was $868,800. Governmental net position increased by $1,730,241 to
$4,747,010.



The following graph provides a breakdown of revenues by source for all government activities.

Revenue By Source - Governmental Activities

Charges for )
services Operating grants
0.53% 0.62%

Other
1.92%

Taxes
37.34%

General Fund Budgetary Highlights

The final appropriations for the general fund at year-end were $168,700 more than actual expenditures. Actual
revenues were more than the final budget by $9,847.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The capital assets of the District are those assets that are used in performance of District functions. Capital
assets include land, buildings and improvements, and equipment, furniture and fixtures and books. At the end
of fiscal year 2025, net capital assets of the government activities totaled $3,683,456. Depreciation on books
and capital assets is recognized in the government-wide financial statements. (See note 4 to the financial
statements.)

NEXT YEAR’S BUDGET AND ECONOMIC FACTORS

In considering the District Budget for calendar year 2026, the District Board and management estimated the
budget for operating revenues to be slightly higher than the prior year budget, and operating expenditures to
be significantly higher than the prior year budget.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances for all those with an
interest in the government’s finances and to show the District’s accountability for the money it receives. If
you have questions about this report or need additional financial information, contact District’s Management
at 811 San Juan Street P.O. Box 849 Pagosa Springs, CO 81147.
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UPPER SAN JUAN LIBRARY DISTRICT
Statement of Net Position

December 31, 2025
Governmental
Activities
Assets
Cash and cash equivalents $ 1,180,796
Receivables, net of allowance 1,162,434
Capital assets (net of accumulated depreciation):
Construction in process 2,044,794
Land 362,254
Land improvements 259,519
Buildings 699,503
Building improvements 109,891
Furniture and equipment 24912
Books 182,583
Total assets 6,026,686
Liabilities
Accounts payable and other current liabilities 338,189
Noncurrent liabilities:
Due within one year - compensated absences 24,910
Total liabilities 363,099
Deferred Inflows of Resources
Unavailable revenue-property taxes 916,577
Total deferred inflows of resources 916,577
Net Position
Net investment in capital assets 3,683,456
Restricted for:
Emergency 81,651
Unrestricted 981,903
Total net position $ 4,747,010

The accompanying notes are an integral part of the financial statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Balance Sheet
Governmental Funds

December 31, 2025
Capital
General Improvement
Fund Fund Total
Assets
Cash $ 1,098,947 $ 81,849 $ 1,180,796
Intergovernmental receivables 916,577 - 916,577
Receivables, net of allowance 5,912 239,945 245,857
Total assets 2,021,436 321,794 2,343,230
Liabilities, Deferred Inflows, and Fund Balances
Liabilities:
Accounts payable 14,419 323,086 337,505
Accrued liabilities 684 - 684
Total liabilities 15,103 323,086 338,189
Deferred inflows of resources:
Unavailable revenue-property taxes 916,577 - 916,577
Total deferred inflows of resources 916,577 - 916,577
Fund balances:
Restricted for emergency reserve 81,651 - 81,651
Committed for capital projects 162,000 - 162,000
Unassigned 846,105 (1,292) 844,813
Total fund balances 1,089,756 (1,292) 1,088,464
Total liabilities, deferred inflows, and fund balances $ 2,021,436 $ 321,794 $ 2,343,230

The accompanying notes are an integral part of the financial statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
December 31, 2025

Total fund balances - governmental funds $ 1,088,464

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

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Governmental capital assets $ 5,387,490
Accumulated depreciation (1,704,034)
3,683,456
Some liabilities, including compensated absences, are not due and payable in
the current period and therefore are not reported in the funds. (24,910)
Net position of governmental activities $ 4,747,010

The accompanying notes are an integral part of the financial statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Statement of Revenues, Expenditures, and Changes in
Fund Balance — Governmental Funds
For the Year Ended December 31, 2025

Capital
General Improvement
Fund Fund Total
Revenues
Taxes $ 970,547 $ - $ 970,547
Charges for services 11,748 - 11,748
Grants 25,471 1,517,759 1,543,230
Donations 12,281 3,873 16,154
Interest income 46,960 3,007 49,967
Other revenues 2,068 - 2,068
Total revenues 1,069,075 1,524,639 2,593,714
Expenditures
Current
Building 5,836 - 5,836
Office 73,605 - 73,605
Other 9,139 - 9,139
Programs 8,073 - 8,073
Public relations 3,288 - 3,288
Public use 93,216 - 93,216
Staff education 4,202 - 4,202
Salaries & benefits 524,886 - 524,886
Treasurer's fees 26,857 - 26,857
Capital outlay 69,403 1,825,867 1,895,270
Total expenditures 818,505 1,825,867 2,644,372
Excess revenues over (under) expenditures 250,570 (301,228) (50,658)
Other Financing Source (Uses):
Transfers in - 299,936 299,936
Transfers out (299,936) - (299,936)
Total Other Financing Sources (Uses) (299,936) 299,936 -
Net change in fund balance (49,366) (1,292) (50,658)
Fund balance - beginning of year 1,139,122 - 1,139,122
Fund balance - end of year $ 1,089,756 $ (1,292) $ 1,088,464

The accompanying notes are an integral part of the financial statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balance of the 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 $  (50,658)
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.

Capital outlay $ 1,890,627
Depreciation expense (107,051)
1,783,576
Donations of capital assets increase net position in the statement of activities, but
do not appear in governmental funds because they are not financial resources. 5,327
Compensated absences expenses reported in the statement of activities do not
require use of current financial resources and therefore are not reported as
expenditures in governmental funds. (8,004)
Change in net position of governmental activities $ 1,730,241

The accompanying notes are an integral part of the financial statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to 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

Upper San Juan Library District is a special district of Archuleta County, Colorado. The District was
established on January 1, 1986. The District is governed by a Board of Trustees who are appointed
representatives from the Town of Pagosa Springs and Archuleta County. The purpose of the District is to
promote the establishment and development of publicly supported library services. 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. The District currently has no component units.

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 and internal service funds, while
business-type activities incorporate data from the government’s enterprise funds. Separate financial
statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter
are excluded from the government-wide financial statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to Financial Statements
December 31, 2025

NOTE 1. Summary of Significant Accounting Policies, Continued

Basis of presentation — fund financial statements

The fund financial statements provide information about the government’s funds, including its fiduciary funds
and blended component units. Separate statements for each fund category—governmental, proprietary, and
fiduciary—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. The District currently has no enterprise funds or fiduciary funds.

The District reports the following major governmental funds:

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

The Capital Improvement Fund is the District’s fund used to account for financial resources
restricted, committed, or assigned for the acquisition, construction, and improvement of major capital
facilities and infrastructure. The fund is used to track capital project activity separately from the
District’s general operating activities.

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.

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.

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.

17



UPPER SAN JUAN LIBRARY DISTRICT
Notes to 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, as well as expenditures related to compensated absences, and claims and
judgments, are recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt and acquisitions under capital leases are
reported as other financing sources.

Property taxes 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.

Assets, liabilities, deferred outflows/inflows of resources, and net position/fund balance
Cash and Cash Equivalents

The District’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.

Capital Assets and Depreciation

All capital assets of the District are general capital assets. General capital assets are capital assets which are
associated with and generally arise from governmental activities. They generally result from expenditures in
the governmental funds. General capital assets are reported in the governmental activities column of the
government-wide statement of net position but are not reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their estimated acquisition value as of the
datereceived. The District maintains a capitalization threshold of one thousand dollars with the exception of land
as land was listed regardless of cost. The District does not possess any infrastructure. Improvements are
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset’s life are not.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to Financial Statements
December 31, 2025

NOTE 1. Summary of Significant Accounting Policies, Continued

All capital assets are depreciated except for land and construction in progress. Improvements are depreciated
over the remaining useful lives of the related capital assets. Depreciation is computed using the straight-line
method over the following useful lives:

Governmental Activities

Description Estimated Lives
Land Improvements 5-40 Years
Buildings and Building Improvements 40 Years
Equipment, Furniture and Fixtures 5-30 Years
Books 7-15 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 position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/ expenditure) until then. The District does not have any deferred outflows.

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 position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The District has only one type of item, which qualifies for
reporting in this category. Accordingly, the item, unavailable revenue, is reported in the governmental funds
balance sheet. The governmental funds report unavailable revenues from one source: property taxes. These
amounts are deferred and recognized as an inflow of resources in the period that the amounts become
available. The governmental activities statement of net position reports deferred inflows from property taxes
levied for a future year.

Compensated absences

The District’s policy permits employees to accumulate earned but unused paid time off benefits, which are
eligible for payment upon separation from government service. The liability for such leave is reported as
incurred in the government-wide financial statements. A liability for those amounts is recorded in the
governmental funds only if the liability has matured as a result of employee resignations or retirements.

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.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to Financial Statements
December 31, 2025

NOTE 1. Summary of Significant Accounting Policies, Continued

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 Board of
Trustees 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 resolution remains in place until a similar action is taken (the adoption of another resolution) 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 board may 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.

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.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to Financial Statements
December 31, 2025

NOTE 1. Summary of Significant Accounting Policies, Continued

Property Taxes

Property taxes are established by Archuleta County. Property taxes attach as an enforceable lien on property
as of January 1 and are due and payable February 28 and July 31. All unpaid taxes levied in January become
delinquent on August 1. The Archuleta County Treasurer collects all tax revenues due to the District. The
amounts are remitted on a monthly basis to the District.

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.

Budget Policy and Process
The District follows these procedures in establishing the budgetary data reflected in the financial statements:

e Inaccordance with the State statutes, prior to September 1, the Librarian submits to the District Board 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. The State statutes require
more detailed line-item budgets be submitted in summary form. In addition, these detailed line-item
budgets are included for administrative control. The detailed line-item budgets are included for
administrative control, with the level of budgetary control at the department head function level.

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 Librarian is required to present a monthly report to the District Board explaining any variance from
the approved budget.

Budget amounts included in the financial statements report both the original and final amended budget.
During 2025, the District amended the budget for the Capital Improvement Fund to reflect capital project
revenues and expenditures. In 2025, certain expenditure categories exceeded the budget; however, total
expenditures did not exceed total final appropriations.

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 capital lease
financing which are budgeted when liquidated rather than when the receivable/liability is incurred.
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NOTE 1. Summary of Significant Accounting Policies, Continued

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 District 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 District 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.

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

The governmental fund balance sheet includes reconciliation between total governmental fund balances and
net position of governmental activities as reported in the government-wide statement of net position. This
difference primarily results 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 on page 13.

The governmental fund statement of revenues, expenditures, and changes in fund balance includes
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 on page 15.
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UPPER SAN JUAN LIBRARY DISTRICT
Notes to Financial Statements
December 31, 2025

NOTE 3. Deposits and Investments

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

Deposits
Cash in bank $ 144,075
Investments
COLOTRUST 1,036,721
Total cash and investments $ 1,180,796
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 District 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. At December 31, 2025 the carrying amount of the District’s
deposits was $144,075. As of December 31, 2025 the bank balance of the District’s deposits was $147,564 of
which the entire balance was insured by federal depository insurance. $0 was 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 District’s investment policy follows
Colorado statutes. At December 31, 2025 the District’s investments included funds held in the Colorado
Government Liquid Asset Trust (COLOTRUST).

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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Notes to Financial Statements
December 31, 2025

NOTE 3. 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.

As of December 31, 2025, the District had $1,036,721 invested in the COLOTRUST with a fair market value
of $1,036,721 and 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 District’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
District’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
District’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.
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NOTE 4. Capital Assets and Depreciation

Governmental Activities Balance Balance
12/31/24 Additions Deletions 12/31/25
Capital assets, not being depreciated:
Land $ 362,254 $ - $ - $ 362,254
Construction in progress 219,965 1,824,829 - 2,044,794
Total capital assets, not being depreciated 582,219 1,824,829 - 2,407,048

Capital assets, being depreciated:

Land improvements 470,940 - - 470,940
Buildings 1,498,755 - - 1,498,755
Building improvements 168,372 - - 168,372
Equipment & furniture 379,176 24,205 - 403,381
Books 485,605 46,920 (93,531) 438,994

Total capital assets, being depreciated 3,002,848 71,125 (93,531) 2,980,442

Less accumulated depreciation for:

Land improvements (198,282) (13,139) - (211,421)
Buildings (760,822) (38,430) - (799,252)
Building improvements (46,531) (11,950) - (58,481)
Equipment & furniture (377,729) (740) - (378,469)
Books (307,150) (42,792) 93,531 (256,411)
Total accumulated depreciation (1,690,514) (107,051) 93,531 (1,704,034)
Total capital assets, being depreciated, net 1,312,334 (35,926) - 1,276,408
Governmental activities capital assets, net $ 1,894,553 $ 1,788,903 $ - $ 3,683,456

The entire $107,051 of depreciation was charged to the governmental activity, Public Library.

NOTE 5. Long-Term Liabilities

The following is a summary of changes in long-term liabilities for the year ended December 31, 2025:

Balance Balance
12/31/24 Additions Deletions 12/31/25
Governmental Activities
Accrued compensated absences * $ 16,906 $ 8,004 $ - $ 24910
Total long-term liabilities $ 16,906 $ 8,004 $ - $ 24910

* The change in compensated absences above is a net change for the year.
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NOTE 6. Pension Plans

Colorado Retirement Association

The Colorado Retirement Association (Association) was established to serve as trustee and provide
continuing administration of a trust fund for retirement benefits for eligible county and municipal officers and
county, municipal, and special district employees. The Association established a defined contribution plan
called Colorado Retirement Plan (Plan) through which contributions of the employers are combined with
contributions of the employees and invested in income earning instruments for the benefit of the Plan
participants. Any county, municipality, or special district of the State of Colorado may, with the consent of
the Association, become a member of the Association and participate in the Plan by adopting it for its officers
and employees.

Full-time employees and officers of Association members are required to participate in the Plan after the
completion of one year of service, but participation is optional for all elected officers. The Plan is controlled
by a five-member governing board selected in accordance with Colorado State statutes.

Employer contributions to the Plan are 4% of compensation. Employee contributions must match employer
contributions and are funded on a current basis. Employees may make additional voluntary contributions not
to exceed 10% of compensation.

Participants vest in employer contributions and in the earnings, losses, and changes in the fair market value of
the Plan at 20% per year, as adopted by the District. Participants are immediately vested 100% in their own
contributions and earnings. In the event that an Association member withdraws from the Plan, the participant
balances for that member shall become immediately vested 100%. The unvested employer contributions are
forfeited and credited back to the District. The forfeiture is used up as monthly credit toward District
contributions. Contributions by the District to the plan were $10,810.

Net earnings or losses are allocated quarterly to Plan participants. The allocation is based on each
participant’s balance as of the beginning of that quarter. Participants receiving benefit payments upon
retirement or termination are allocated earnings through the date of the distribution.

Benefit payments are made as of the effective date of each participant’s retirement or termination. At
retirement, each participant has the option of receiving their vested balance in cash or having the Association
place the funds in a bank account maintained under the joint control of the Association and the retiring
individual. Any employer contributions forfeited by a participant due to termination of employment before
becoming fully vested is returned to the member, county, municipality, or special district.

The Association may at any time elect to terminate the Plan. In the event of such termination, each participant
shall become 100% vested.

In addition to participating in the Plan, each participant may elect to contribute to a deferred compensation
plan. Through the deferred compensation plan, a member employer defers payment of a portion of an
employee’s current salary and deposits the deferred payment with the Association upon a participant’s
retirement or termination of employment, the Association may begin payment of this deferred amount, and
until then, all rights and interest in the deferred compensation plan remain vested with the employer.
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NOTE 6. Pension Plans, Continued

Both the retirement plan and the deferred compensation plan were amended July 1, 1991 to allow participants
to self-direct the investment of their funds. Participants may self-direct employee and deferred contributions
and earnings, and employer contributions and earnings, in which they are 100% vested. The governing board
selected six Fidelity Investment funds (Magellan Fund, Contra Fund, Growth and Income Portfolio, Global
Bond Fund, Intermediate Bond Fund and the Retirement Money Market Portfolio) for the investment of self-
directed funds. The board continues to manage all other investments of the Plan. If no written directions are
received from a participant, the participant’s funds are automatically invested in the board-managed assets.

NOTE 7. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees and natural disasters. The District has purchased insurance
through commercial companies for protection from said risks.

NOTE 8. Transfers

During 2025, the District established a Capital Improvement Fund to account for capital project activity,
including the library remodel project and related grant funding. Prior to the fund being established, this
activity was recorded in the General Fund.

Once the Capital Improvement Fund was established, the District transferred the applicable activity from the
General Fund to the Capital Improvement Fund to properly report the activity in the appropriate fund.

Interfund transfers for the year ended December 31, 2025 are as follows:

Transfers out:

Capital Total
General Improvement Transfer in
Transfer in:
Capital Improvement Fund $ 299,936 $ - $ 299,936
Total transfers out $ 299,936 $ - $ 299,936
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REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULES
FOR THE FOLLOWING MAJOR FUND:

The General Fund is the Library’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund. The operating budget includes
ongoing expenditures associated with the delivery of programs and services. Costs include those for
administration, operations, and capital transfers.
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UPPER SAN JUAN LIBRARY DISTRICT
General Fund
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended December 31, 2025

Budget Amounts Actual Variance with
Original Final Amounts Final Budget
REVENUES
Taxes $ 982,178 § 983,378 $ 970,547 §  (12,831)
Charges for services 12,500 12,500 11,748 (752)
Grants 12,000 12,000 25,471 13,471
Donations 6,700 6,600 12,281 5,681
Interest income 43,000 43,000 46,960 3,960
Other revenues 2,950 1,750 2,068 318
Total revenues 1,059,328 1,059,228 1,069,075 9,847
EXPENDITURES
Current:
Building 44,025 44,025 5,836 38,189
Office 79,030 79,030 73,605 5,425
Other 1,000 1,000 9,139 (8,139)
Programs 10,000 10,000 8,073 1,927
Public relations 3,300 3,300 3,288 12
Public use 100,204 100,204 93,216 6,988
Staff education 11,100 11,100 4,202 6,898
Salaries & benefits 477,578 474,896 524,886 (49,990)
Treasurer's fees 29,465 29,465 26,857 2,608
Capital outlay 234,185 234,185 69,403 164,782
Total expenditures 989,887 987,205 818,505 168,700
Excess revenues over(under) expenditures 69,441 72,023 250,570 178,547
Other Financing Sources (Uses):
Transfers out - (214,357) (299,936) (85,579)
Total Other Financing Sources (Uses): - (214,357) (299,936) (85,579)
Net change in fund balance 69,441 (142,334) (49,366) 92,968
Fund balance - beginning of year 1,139,122 1,139,122 1,139,122 -
Fund balance - end of year $ 1,208,563 $ 996,788 $ 1,089,756 $ 92,968
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SUPPLEMENTARY INFORMATION

MAJOR GOVERNMENTAL FUNDS
The Capital Improvement Fund is used to account for the accumulation of resources for approved capital
expenditures. The capital budget represents expenditures for items that have a useful life in excess of two

years and are not consumed when used. The capital budget is based on the comprehensive plan for capital
improvements with projections of up to five years.
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UPPER SAN JUAN LIBRARY DISTRICT

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

For the Year Ended December 31, 2025

REVENUES
Grants
Donations
Interest income

Total revenues

EXPENDITURES
Current:
Capital outlay

Total expenditures
Excess revenues over(under) expenditures

Other Financing Sources (Uses):
Transfers in

Total Other Financing Sources (Uses):

Net change in fund balance

Fund balance - beginning of year

Fund balance - end of year

Budget Amounts Actual Variance with
Original Final Amounts Final Budget

$ $ 5,765,482 § 1,517,759  $ (4,247,723)
3,000 3,873 873

100 3,007 2,907

5,768,582 1,524,639 (4,243,943)

5,768,582 1,825,867 3,942,715

5,768,582 1,825,867 3,942,715

- (301,228) (301,228)

214,357 299,936 85,579

214,357 299,936 85,579

214,357 (1,292) (215,649)

$ $ 214357 § (1,292)  § (215,649)
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