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Board of Directors
Twin Buttes Metropolitan District No. 1
Durango, Colorado

INDEPENDENT AUDITOR’S REPORT

Opinions

We have audited the accompanying financial statements of the governmental activities and the major fund
of the Twin Buttes Metropolitan District No. 1 (the District) as of and for the year ended December 31,
2025, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

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

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

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 District’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

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 generally accepted auditing standards 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.

Investing in our people, clients, and communities. DWCAdyvisors.com



In performing an audit in accordance with generally accepted auditing standards, 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 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 the District’s ability to continue as a going concern for a reasonable
period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 6 and the budgetary comparison information on page 23 is
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.

DWe

Grand Junction, Colorado
June 4, 2026
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TWIN BUTTES METROPOLITAN DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
As of and for the year ended December 31, 2025

As management of the Twin Buttes Metropolitan District No. 1 (the District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District
for the year ended December 31, 2025 with comparative information presented for the year ended
December 31, 2024. We encourage readers to consider the information presented here in conjunction with
the additional information furnished in our basic financial statements to better understand the financial
position of the District.

Financial Highlights
Please refer to the Government-wide Financial Analysis on page 4 of this report.

Net current activity of approximately $11,000 was an increase from the prior year, increasing the District’s
Net Position from approximately $377,900 (restated) to $389,000. This increase of approximately $11,000
is primarily attributable to an increase in intergovernmental revenues. The Net Position increased slightly
and budgeted 2026 forecasted activity reflects significant positive activity and improving the District’s
Net Position accordingly.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The basic financial statements are comprised of three components: (1) government-wide
financial statements, (2) fund financial statements, and (3) notes to the basic financial statements. This
report also contains required supplemental information in addition to the basic financial statements
themselves.

Government-wide Financial Statements

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

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

The statement of activities presents information showing how the District’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of cash flows. Thus, revenues and expenses are reported
in the statement of activities for some items that will only result in cash flows in future fiscal periods.

In the government-wide financial statements, the District’s activities are shown in one category;
governmental activities. The District’s activities are principally supported by charges for services — farm
sales, fees and permits, intergovernmental transfers and developer operating subsidies. The government-
wide financial statements can be found on pages 7 and 8.



Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund accounting is used to ensure and demonstrate
compliance with finance-related legal requirements. The District’s General Fund is considered a
governmental fund.

Governmental Funds

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term impact
of the government’s near-term financing decisions. Both the governmental funds balance sheet and the
governmental funds statement of revenues, expenditures and changes in fund balance provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. The
District presents one governmental fund, the General Fund. The District’s General Fund financial
statements can be found on pages 9 through 12.

An annual appropriated budget was adopted for the General Fund. A budgetary comparison schedule has
been provided on page 23 to demonstrate compliance with the adopted budget.

Notes to Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

The notes to the basic financial statements can be found on pages 13 through 22.

Required Supplementary Information (RSI)

The RSI presents additional information that differs from the basic financial statements in that the auditor
applies certain limited procedures in reviewing the information. In this report, RSI includes the
management’s discussion and analysis and budgetary comparison schedule on page 23.



Government-wide Financial Analysis
The following summarizes the District’s governmental net position as of December 31:

2024
2025 (Restated) Change
Assets
Current and other assets $ 141,092 $ 140,858 $ 234
Capital assets, net 409,737 363,824 45913
Total Assets 550,829 504,682 46,147
Liabilities
Current liabilities 135,250 126,758 8,492
Long-term liabilities 26,570 - 26,570
Total Liabilities 161,820 126,758 35,062
Net Position
Net investment in capital assets 375,555 363,824 11,731
Restricted for emergency reserves 15,900 14,100 1,800
Unrestricted (2,446) - (2,446)
Total Net Position $ 389,009 $ 377,924 $ 11,085

The following summarizes the change in the District’s governmental net position for the years ended
December 31:

2024
2025 (Restated) Change
Revenues
Program revenues:
Charges for services — farm sales $ 28,763 $ 30,524 $ (1,761)
Charges for services — snow removal 4,600 4,800 (200)
Permits and fees 13,100 13,250 (150)
Grant revenue 13,275 - 13,275
General revenues:
Developer subsidy - revenue - 22,302 (22,302)
Intergovernmental revenue 423,852 327,564 96,288
Other general revenues 2,516 4,638 (2,122)
Capital contributions 30,338 54,533 (24,195
Total Revenues 516,444 457,611 58,833
Expenses
General and administrative 350,168 285,632 64,536
Farm expenses 106,915 97,682 9,233
Property and grounds maintenance 48,959 36,154 12,805
Total Expenses 506,042 419,468 86,574
Other Financing Sources
Gain on disposal of capital asset 683 - 683
Change in Net Position 11,085 38,143 (27,058)
Net position — January 1 — as previously reported 48,155 52,347 (4,192)
Land improvements — parks adjustment 329,769 287,434 42,335
Net position — January 1 — restated 377,924 339,781 38,143
Net position — December 31 — 2024 restated $ 389,009 $ 377,924 $ 11,085

Beginning net position for governmental activities was restated during the year ended December 31, 2025
to correct an error related to donated park improvements that had been placed into service in prior years
but were not previously capitalized by the District. As a result, prior year capital asset balances,
accumulated depreciation, and net position were understated. The restatement increased beginning net
position to properly reflect the historical cost and related accumulated depreciation associated with the
donated park improvements. See Notes 1 and 6 to the basic financial statements for additional information
regarding the prior period adjustment and restatement of prior year balances.

-5-



Financial Analysis of Governmental Funds

As noted earlier, fund accounting is used to ensure and demonstrate compliance with finance related legal
requirements.

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

The District has one major governmental fund, the General Fund. The General Fund had a fund balance
of $14,099 as of December 31, 2025, of which $15,900 is restricted for emergencies.

General Fund Budgetary Highlights
Please refer to the General Fund-Budget and Actual Statement on page 23 of this report.

The fund balance of the District’s General Fund remained stable during the year. Activity included
$108,450 of farm-related expenses necessary to maintain the farm operations. Additionally, the District
repaid the Developer $40,556 as a result of sufficient cash flow and increased activity during the current
year. This deficit is comparable to both the prior year deficit and the revised budget and is attributable to
various factors, including, but not limited to,

e Increased property tax revenues stemming from a growing tax base
e Maintaining operating costs

e Increased real estate activity revenues

Capital Assets

Replacements, which improve or extend the lives of property, are capitalized. Maintenance, repairs and
equipment replacements of a routine nature are charged to expenditures as incurred and are not capitalized.
Additional information on the District’s capital assets can be found in Note 6.

Additionally, as noted above in the Government-wide Financial Analysis section, beginning balances for
capital assets have been restated during the current year to reflect park improvements that had been
donated and placed into service in prior years but were not previously recorded by the District. See Note
1 to the basic financial statements for additional information regarding the restatement of beginning net
position.

Economic Factors and Next Year’s Budget

The District’s Board adopted next year’s budget (2026) which reflects a surplus adequate to repay the
Developer back it’s 2024 and 2025’s subsidies and is premised on adequate increases in property tax, real
estate activity and farm revenues. Appropriate economic conditions will be necessary to ensure the
District’s financial activity will be consistent with the Budget.

Request for Information

This financial report is designed to provide a general overview of the District’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information
should be addressed to Steven Wilson, 692 Twin Buttes Ave., Durango, CO 81301.
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TWIN BUTTES METROPOLITAN DISTRICT NO. 1
STATEMENT OF NET POSITION

December 31, 2025

ASSETS
Cash
Accounts receivable
Intergovernmental receivables
Developer subsidy receivable

Capital assets, net of accumulated depreciation and amortization:

Farm assets

Vehicles and equipment
Website

Capital projects in progress
Land improvements - parks
Leased facilities of Developer

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Current portion of lease liability

LONG-TERM LIABILITIES
Lease liability, net of current portion

NET POSITION
Net investment in capital assets
Restricted for emergency reserves
Unrestricted

See accompanying notes.
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Total Assets

Total Current Liabilities

Total Liabilities

Total Net Position

$ 107,008
23,398

1,805

8,881

7,975
2,934
5,200
13,112
346,897
33,619

550,829

126,044
1,594
7,612

135,250

26,570
161,820

375,555
15,900
(2,446)

$ 389,009



TWIN BUTTES METROPOLITAN DISTRICT NO. 1
STATEMENT OF ACTIVITIES
For the year ended December 31, 2025

GOVERNMENTAL ACTIVITIES:

PROGRAM EXPENSES
General and administrative $ 350,168
Farm expenses 106,915
Property and grounds maintenance 48,959
Total Program Expenses 506,042
PROGRAM REVENUES
Charges for services - farm sales 28,763
Charges for services - snow removal 4,600
Permits and fees 13,100
Grant revenue 13,275
Net Program Expenses 446,304
GENERAL REVENUES
Intergovernmental revenue 423,852
Capital contributions 30,338
Other general revenue 2,516
Total General Revenues 456,706
OTHER FINANCING SOURCES
Gain on sale of capital asset 683
Total Other Financing Sources 683
Change in Net Position 11,085
Net Position - January 1 - As Previously Reported 48,155
Land improvements - parks adjustment (see Note 6) 329,769
Net Position - January 1 - Restated 377,924
Net Position - December 31 $ 389,009

See accompanying notes.
-8-
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TWIN BUTTES METROPOLITAN DISTRICT NO. 1
BALANCE SHEET — GOVERNMENTAL FUND
December 31, 2025

ASSETS
Cash
Accounts receivable
Developer subsidy receivable
Intergovernmental receivables

LIABILITIES
Accounts payable
Accrued expenses

FUND BALANCE
Restricted for:
Emergency reserve
Unassigned

Total Assets

Total Liabilities

Total Fund Balance
Total Liabilities and Fund Balance

See accompanying notes.
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107,008
23,398
8,881
1,805
141,092

126,044
949

126,993

15,900

(1,801)

14,099
141,092



TWIN BUTTES METROPOLITAN DISTRICT NO. 1
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO THE STATEMENT

OF NET POSITION
December 31, 2025

Total Fund Balance - Governmental Fund

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the Fund:

Cost of capital assets

Less accumulated depreciation and amortization

Lease liability obligations are not due and payable in the current period and,
therefore, are not reported as liabilities in the governmental funds.

Total Net Position - Governmental Activities

See accompanying notes.
-10-

480,401
(70,664)

$

$

14,099

409,737

(34,827)

389,009



TWIN BUTTES METROPOLITAN DISTRICT NO. 1

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE — GOVERNMENTAL FUND
For the year ended December 31, 2025

REVENUES
Charges for services - farm sales

Charges for services - snow removal

Permits and fees
Intergovernmental revenue
Grant revenue

Other general revenue

EXPENDITURES
General and administrative
Farm expenses
Property and grounds maintenance
Capital outlay

OTHER FINANCING SOURCES
Lease proceeds
Proceeds from sale of asset

Fund Balance - January 1
Fund Balance - December 31

Total Revenues

Total Expenditures

Excess of Expenditures Over Revenue

Total Other Financing Sources

Net Change in Fund Balance

See accompanying notes.
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28,763
4,600
13,100
423,852
13,275
2,516

486,106

343,874
108,450
35,749
42,024

530,097

(43,991)

42,024
1,966

43,990
()

14,100
14,099



TWIN BUTTES METROPOLITAN DISTRICT NO. 1

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - GOVERNMENTAL FUND TO THE STATEMENT OF

ACTIVITIES

For the year ended December 31, 2025

Net Change in Fund Balance - Governmental Fund

Capital outlays are reported as expenditures in the Governmental Funds; however,
in the Statement of Activities, the cost of capital assets is allocated over their
estimated useful lives as depreciation expense:

Depreciation expense

Principal payments on lease liabilities are reported as expenditures in the
Governmental Funds but are reported as reductions of lease liabilities in the
Statement of Net Position.

Amortization of the right-to-use leased office space asset is not reported in the
Governmental Funds but is reported as an expense in the Statement of Activities.

Accrued interest on lease liabilites is not reported in the governmental funds, but
is reported as an expenditure when due in the Statement of Net Position.

Proceeds from disposal of capital assets are reported as other financing sources in
the Governmental Funds; however, in the Statement of Activities, the proceeds
from disposal of capital assets are netted with the net book value of the capital
assets disposed resulting in a reported gain or loss on disposal of capital assets:

Net book value of capital asset disposed

Revenue from donated capital assets are reported as other financing sources in the
Governmental Funds but not reported the Statement of Activites.

Change in Net Position of Governmental Activities

See accompanying notes.
-12-

$

(1)

(16,761)

7,842

(8,405)

(645)

(1,283)

30,338
11,085
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TWIN BUTTES METROPOLITAN DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Twin Buttes Metropolitan District No. 1 (the District) have been prepared
in conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.

The District’s significant accounting policies are described below:

Financial Reporting Entity

The Twin Buttes Metropolitan District Nos. 1-4 are political subdivisions of the State of Colorado, formed
in 2013 for the purpose of providing the management, implementation, and coordination of the financing,
acquisition, completion, and operation of certain public infrastructure and services throughout the Twin
Buttes of Durango Development (the Development). The improvements will be for the collective use and
benefit of the property owners within, and residents of, the Development. The District will operate and
maintain all other improvements within the Development. The District is the managing district and will
arrange, control, and coordinate the financing, acquisition, construction, completion and operation of all
public infrastructure and services for the Development (see Note 7); however, Twin Buttes Metropolitan
District No. 2 (District No. 2) has issued $10.691 million of debt. Twin Buttes Metropolitan District Nos.
2-4 (District Nos. 2-4) are authorized to collect property taxes and will contain the residential and
commercial property of the Development. District Nos. 2 and 4 are authorized to issue bonds. The District
is governed by an elected four-member Board of Directors (the Board).

Government-wide Financial Statements

The government-wide financial statements consist of a statement of net position and a statement of
activities to report information on all of the non-fiduciary activities of the District as a whole. These
statements are presented on an “economic resources” measurement focus and the accrual basis of
accounting. Accordingly, all of the District’s assets, and liabilities, including capital assets and any long-
term liabilities, are included in the accompanying statement of net position.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or program. Program revenues include 1) charges to those who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment, and 2) grants and
contributions, if any, that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not included among program revenues, if any, are reported
instead as general revenues. The District has no business-type activities, which rely to a significant extent
on user charges for support.

-13-



Fund Financial Statements

The accounts of the District are organized on the basis of funds. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues,
and expenditures. Government resources are allocated to, and accounted for, in individual funds based
upon the purposes for which they are to be spent and the means by which spending activities are controlled.

Governmental funds are accounted for on a flow of current financial resources basis. Balance sheets for
these funds generally include only current assets, current liabilities and appropriate deferred inflows and
deferred outflows of resources. Reported fund balances are considered a measure of available, spendable
resources. Operating statements for these funds present a summary of available, spendable resources and
expenditures for the period.

For the year ended December 31, 2025, the District has one governmental fund, the General Fund, which
is the District’s primary operating fund that accounts for all financial resources of the District. The General
Fund is considered a major fund.

Separate financial statements are provided for the governmental fund.

Measurement Focus and Basis of Accounting

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 expenditures are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes, if any, are
recognized as revenues in the year for which they are levied. Grants and similar items, if any, are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The modified accrual basis of accounting is used by all governmental funds. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they become both
measurable and available). “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Revenues are considered available if collected within 60 days after year
end. Those revenues associated with the current period susceptible to accrual are charges for services -
farm sales and permits and fees. Grant revenues, if any, are recognized as they are earned. All other
revenues are reported when cash is received. Expenditures are recorded when the related fund liability is
incurred. Exceptions to this general rule would include capital outlay which would be recognized when
incurred, principal and interest on general long-term debt which would be recognized when due, and
compensated absences which would be recognized when the obligations are expected to be liquidated with
available financial resources.

Use of Estimates

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

Accounts Receivable

Accounts receivable consist of amounts due from various retail customers from farm and wholesale sales.
As of December 31, 2025, management believes all accounts receivable are fully collectible; therefore no
allowance for doubtful accounts has been recorded.

-14 -



As described above, the District is the managing district of the Development and coordinates all financing
and operations of the Development. Intergovernmental receivables may arise from inter-district
transactions with District Nos. 2-4, and are recorded by all funds affected in the period in which
transactions are executed. Intergovernmental receivables as of December 31, 2025 represent operating
costs incurred by the District on behalf of District No. 2 that are expected to be repaid and are not related
to operating expenses covered by the intergovernmental agreement described in Note 9 that would be
included in the District’s statement of activities.

Capital Assets

Capital assets are stated at cost and include assets with an estimated useful life of more than one year.
Donated assets are recorded at their estimated fair market value at the date of donation. Replacements,
which improve or extend the lives of property, are capitalized. Maintenance, repairs, and equipment
replacements of a routine nature are charged to expenditures as incurred and are not capitalized. Capital
assets are depreciated using the straight-line method over useful lives of 5 to 25 years.

Effective January 1, 2025, the District early implemented GASB Statement No. 104, Disclosure of Certain
Capital Assets. GASB 104 enhances certain disclosure requirements related to capital assets, including
lease assets recognized under GASB Statement No. 87, Leases (See Note 6).

Net Position

Net position represents the difference between assets and liabilities. Net position invested in capital assets
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowing attributable to the acquisition or construction of improvements of those assets. Net position is
reported as restricted when there are limitations on their use due to external restrictions imposed by
creditors, grantors, laws or regulations of other governments. The District applies restricted resources
when an expense is incurred for purposes for which both restricted and unrestricted net position are
available.

Beginning net position was restated during the year ended December 31, 2025 related to park
improvements that had been donated and placed into service in prior years but were not previously
capitalized by the District (see Note 6).

Beginning net position, as previously reported $ 48,155
Land improvements — parks 352,164
Accumulated depreciation (22,395
Beginning net position, restated $ 377,924

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications that comprise
a hierarchy that is based primarily on the extent to which the District is bound to honor constraints on the
specific purposes for which amounts in the respective governmental funds can be spent. The classifications
used in the governmental fund financial statements are as follows:

e Non-spendable: This classification includes amounts that cannot be spent because they are either
(a) not in spendable form or (b) are legally or contractually required to be maintained intact. The
District did not have a non-spendable fund balance as of December 31, 2025.
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e Restricted: This classification includes amounts for which constraints have been placed on the use
of the resources either (a) externally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other governments, or (b) imposed by law through
constitutional provisions or enabling legislation. The District has classified the Taxpayer’s Bill of
Rights (TABOR) emergency reserves as being restricted because their use is restricted by Colorado
State Statute.

e Committed: This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the District’s Board. These amounts cannot be
used for any other purpose unless the Board removes or changes the specified use by taking the
same type of action (ordinance or resolution) that was employed when the funds were initially
committed. This classification also includes contractual obligations to the extent that existing
resources have been specifically committed for use in satisfying those contractual requirements.
The District did not have any committed resources as of December 31, 2025.

e Assigned: This classification includes amounts that are constrained by the District’s intent to be
used for a specific purpose but are neither restricted nor committed. This intent can be expressed
by the Board or through the Board delegating this responsibility to the District manager through
the budgetary process. As of December 31, 2025, the District did not have any assigned fund
balance.

e Unassigned: This classification includes the residual fund balance for the General Fund.

The District would typically use committed resources first and then assigned resources as appropriate
opportunities arise, but the District reserves the right to selectively spend unassigned resources first to
defer the use of these other classified funds.

Leases

The District accounts for leases in accordance with GASB Statement No. 87, Leases (GASB 87). GASB
87 established a single model for lease accounting based on the foundational principal that leases are
financings of the right to use an underlying asset. Under GASB 87, for all leases other than short-term
leases, a lessee is required to recognize a lease liability and an intangible right-to-use asset, and a lessor
is required to recognize a lease receivable and a deferred inflow of resources. The District leases office
space from the Developer (see Note 8) and the District also leases land for farm activities from another
lessor. Certain of the District’s leases extend beyond one year and are not considered short-term leases
under GASB 87. Accordingly, the District recognizes a lease liability and an intangible right-to-use asset,
classified as a capital asset, for these leases. The lease liability is initially measured at the present value of
payments expected to be made during the lease term, and the right-to-use asset is initially measured at the
amount of the lease liability. The lease liability is subsequently reduced by lease payments made and
increased by interest expense, while the right-to-use asset is amortized on a straight-line basis over the
term of the lease. The District uses its estimated incremental borrowing rate to discount lease payments
unless the interest rate implicit in the lease is readily determinable. Lease agreements with a term of 12
months or less are considered short-term leases, and the District recognizes short-term lease payments as
lease expense based on the payment provisions of the lease agreement in accordance with GASB 87.
During the year ended December 31, 2025, the District recognized lease expense from short-term leases
of $120.
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NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE FUND FINANCIAL STATEMENTS

The governmental fund balance sheet includes a reconciliation between fund balance of the governmental

fund and net position of governmental activities as reported in the government-wide statement of net
position. Additionally, the governmental fund statement of revenues, expenditures, and changes in fund
balances includes a reconciliation between the net change in fund balance of the governmental fund and
the changes in net position of governmental activities as reported in the government-wide statement of
activities. These reconciliations detail items that require adjustment to convert from the current resources
measurement and modified accrual basis for government fund statements to the economic resources
measurement and full accrual basis used for government-wide statements.

NOTE 3 - TAX, SPENDING AND DEBT LIMITATIONS

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, Taxpayer Bill of
Rights, commonly known as TABOR, which has several limitations including revenue raising, spending
abilities, debt limitations, and other specific requirements of state and local governments. Future spending
and revenue limits are determined based on the year’s ‘fiscal year spending,” adjusted for allowable
increases based upon information and local growth. An election was held in November 2013 and voters
approved a measure to allow the District to keep and retain all revenues, including grants, in excess of the
fiscal year spending limit. TABOR also requires a reserve of 3% of the District’s fiscal year spending,
excluding bonded debt service. TABOR 1is complex and subject to judicial interpretation. The District
believes it is in compliance with the requirements of TABOR. As of December 31, 2025, $15,900 of the
District’s governmental fund balance is classified as restricted for an emergency reserve.

NOTE 4 - BUDGETS

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

A. Budgets are required by state law.

B. The budget officer is required to submit a proposed budget to the Board by October 15.
C. Public hearings are conducted by the Board to obtain taxpayer comments.
D

. Certification of the mill levies to the Board of County Commissioners and adoption of the budget
and appropriations are required by December 15.

=

Expenditures may not legally exceed appropriations at the fund level. Board approval is required
for changes in the budget. The District amended its originally adopted 2025 budget. The District
expended $42,253 more than was appropriated in the General Fund primary due to the fact that
farm expenses exceeded budgeted amounts, a reduction in developer subsidy revenues, and the
acquisition of a leased asset for which the related capital outlay expenditure was not included in
the budget. The capital outlay was substantially offset by $42,024 of lease proceeds received
during the year. After considering the lease proceeds, the net excess of expenditures over
appropriations was $229. This may also constitute a violation of state budget law.

=

Budget appropriations lapse at the end of each year.

G. Budgets are adopted on the modified accrual basis of accounting.
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NOTE S - DEPOSITS

The Colorado Public Deposit Protection Act (PDPA) governs the District’s deposits. The statutes specify
eligible depositories for public cash deposits which must be Colorado institutions and must maintain
federal deposit insurance through the Federal Deposit Insurance Corporation (FDIC) on deposits held.
Each eligible depository with deposits in excess of the insured levels must pledge a collateral pool of
defined eligible assets maintained by another institution or held in trust for all of its local government
depositors as a group with a market value at least equal to 102% of the uninsured deposits. The Colorado
Division of Banking for banks and savings and loan associations is required by statute to monitor the
naming of eligible depositories and reporting of the uninsured deposits and assets maintained in the
collateral pools.

At December 31, 2025, the carrying amount of the District’s deposits with maturities less than one year
consisted of the following:

Bank Carrying
Balance Amount
Cash in checking accounts $ 118986 $ 107,008

At December 31, 2025, the entire bank balance was insured by the FDIC.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank or investment pool failure, the District would
not be able to recover its deposits or the value of its investments. The District’s deposits and investments
are not deemed to be subject to custodial credit risk as they are covered by federal depository insurance
or are collateralized under PDPA.

Concentrations of Credit Risk — Deposits

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in
a single issuer or institution. The District holds 100% of its cash deposits in one financial institution.
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NOTE 6 - CAPITAL ASSETS

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

Balance
December 31, Balance
2024 December 31,
(Restated) Increases Decreases 2025
Non-depreciable capital assets
Capital projects in progress $ 13,112 $ - 8 - 8 13,112
Total non-depreciable capital assets 13,112 - - 13,112
Depreciable capital assets
Farm assets 19,250 - - 19,250
Website 9,600 - - 9,600
Vehicles and equipment 19,413 - (5,500) 13,913
Land improvements — parks 352,164 30,338 - 382,502
Leased facilities of Developer - 42,024 - 42,024
Total depreciable capital assets 400,427 72,362 (5,500) 467,289
Total capital assets 413,539 72,362 (5,500) 480,401
Less accumulated depreciation for:
Farm assets (10,357) (918) - (11,275)
Website (3,440) (960) - (4,400)
Vehicles and equipment (13,523) (1,673) 4,217 (10,979)
Land improvements — park (22,395) (13,210) - (35,605)
Leased facilities of Developer - (8,405) - (8,405)
Total accumulated depreciation (49,715) (25,166) 4,217 (70,664)
Total capital assets, net depreciation $ 363,824  § 47,196 $ (1,283) § 409,737

Depreciation expense of $2,591 and $13,210 was charged to the farm and property and grounds
maintenance functions/programs of the District, respectfully. In addition, and depreciation expense and
lease asset amortization expense of $9,365 was charged to the general and administrative
function/program of the District for the year ended December 31, 2025.

Beginning balances for capital assets have been restated during the current year to reflect park
improvements that had been donated and placed into service in prior years but were not previously
recorded by the District. See Note 1 for additional information regarding the restatement of beginning net
position.

NOTE 7 - LONG-TERM LIABILITIES

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

Balance Balance
December 31, December 31, Due Within
2024 Additions Reductions 2025 One Year
Lease liability $ - $ 42,024 $ (7,842) $ 34182  $ 7,612
Long-term liabilities $ - 3 42,024 $ (7,842) $ 34,182 $ 7,612
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NOTE 8 - LEASES

The District leases for the right to use the facilities of the Developer at an annual cost of $9,200 to be paid
in quarterly lease payments of $2,300 per quarter as part of a shared resource agreement. The District
recognizes a lease liability and an intangible right-to-use asset, classified as a capitalized asset (see Note
6), in the government-wide financial statements. The lease liability was initially measured at the present
value of lease payments expected to be made over the lease term using the District’s estimated incremental
borrowing rate of 7.50%.

Lease payments are fixed at $2,495 per quarter, or $9,980 annually. The lease liability is subsequently
reduced by lease payments made and increased by interest expense. The lease asset is amortized on a
straight-line basis over the term of the lease. As of December 31, 2025, the District reported a lease liability
of $34,182.

For the year ended December 31, 2025, the District recognized the following expenses related to leases:

Lease Expense
Amortization expenses by class of underlying asset

Leased facilities of Developer $ 8,405
Total amortization expense 8,405

Interest on lease liability 2,783
Total Lease Expense $ 11,188

Remaining principal and interest payments on leases are as follows:

Principal Interest Total Payments
2026 $ 7,612 $ 2,368 $ 9,980
2027 8,203 1,777 9,980
2028 8,840 1,140 9,980
2029 9,527 453 9,980
Total Future Principal and Interest Payments $ 34,182 $ 5,738 $ 39,920

NOTE 9 - INTERGOVERNMENTAL AGREEMENT

Effective June 1, 2020, the District and District Nos. 2-4 entered into amended intergovernmental
financing agreements for the purpose of jointly financing the costs of any public improvements, facilities,
systems, programs, or projects which the districts may provide, or for the purpose of providing for the
operations and maintenance of the districts and their facilities and properties. According to the agreements,
certain administrative costs directly associated with District Nos. 2-4 are considered obligations of the
District. When property tax revenues are received by District Nos. 2-4, intergovernmental revenues and
expenditures will be recognized to transfer the tax revenue to the District to assist in the payment of these
costs. Future transfers of tax revenue may be in excess of actual costs paid by the District on behalf of
District Nos. 2-4. For the year ended December 31, 2025, activities of District Nos. 1-4 were as follows:

District No. 1 District No. 2 District No. 3 District No. 4 Total
Program expenses $ (506,042) $(1,287,425) $ (30,433) $ (173,761) $(1,997,661)
Program revenues 59,738 142,396 - - 202,134
General revenues 456,706 759,272 30,433 173,761 1,420,172
Other financing sources (uses) 683 (5,287,044) - - (5,286,361)
Change in net position $ 11,085 $ (5,672,801) $ - $ - $(5,661,716)
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NOTE 10- RELATED PARTY TRANSACTIONS

The Developer pays certain costs on behalf of the District which are billed to the District quarterly. As of
December 31, 2025, the Developer incurred $98,124 of costs on behalf of the District which is included
in accounts payable.

The District utilizes certain personnel, facilities, and equipment (the Shared Resources) of the Developer
for operation of the District. The District entered into a shared resources agreement (the Shared Resources
Agreement) with the Developer, effective January 1, 2025, for the continued future use of the Shared
Resources by the District along with the associated cost for use of the Shared Resources. The Shared
Resources Agreement automatically renews on January 1% of each year starting January 1, 2026 unless
terminated by either party.

Regarding personnel, under the Shared Resources Agreement, the District will be responsible for $67,000
per year for use of the Developer’s chief financial officer acting as the district manager of the District.
The District will also be responsible for the utilization of the Developer’s secretary and staff accountant
based on actual hours worked at current compensation rates plus associated labor burden.

Regarding property maintenance and equipment, under the Shared Resources Agreement, the District will
be charged various hourly rates based on the type of labor or equipment of the Developer that is utilized
by the District.

Regarding facilities, the Shared Resources Agreement contains an embedded lease for the right to use the
administrative, accounting, farm, and shop facilities of the Developer at an annual cost of $9,980 to be
paid in quarterly lease payments of $2,495 per quarter. See Note 8 for discussion regarding the lease terms
and future payment obligations.

As described in Note 1, the Districts’ Board is predominately composed of the same members as the Board
of District Nos. 2-4.

The contract accountant for the District also provides accounting services to the Developer.

NOTE 11 - ECONOMIC DEPENDENCY

Pursuant to the Intergovernmental Agreements referred to in Note 7, the District relies on certain revenues
from District Nos. 2-4 to cover the combined operating costs of all the districts. At times, the District has
partially relied on Developer subsidies stemming from the Operation Funding Agreement that was
executed in November 2013 and amended on March 27, 2023 (see Note 10). This agreement obligates the
Developer to subsidize revenue shortfalls of the District.

NOTE 12 - CONTINGENT LIABILITIES

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; injuries to employees; and natural disasters. These risks are covered by the District’s participation
in a special district funded pool. Settled claims have not exceeded this commercial coverage in the past
year.
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Developer Subsidy Repayment

In November 2013, the District signed an Operation Funding Agreement (the Agreement) with the
Developer. The Agreement provided for payment of operating subsidies to the District from the Developer
to pay the costs of any management, operating and administrative expenses. The subsidies paid by the
Developer to the District prior to the date of the Agreement are considered advanced funds. The subsidies
become reimbursable to the Developer from the District once revenue, which is not otherwise
appropriated, obligated, pledged or reserved for any current or future purpose in any fiscal year, becomes
available. Through December 31, 2021, the District had received $1,067,845 of operating subsidies from
the Developer. Under the Agreement, the District, from such available sources and at its sole discretion,
would reimburse the Developer for the subsidies, together with a simple interest rate of 7% per year. On
March 27, 2023 the Agreement was amended retroactively, effective as of December 31, 2021, to
eliminate certain farm operating deficits, remove the applicable interest related to the farm deficits, and
suspend interest permanently. The adjusted balance to be reimbursed to the Developer under the
Agreement, as amended, is $1,121,151, consisting of $730,185 in adjusted subsidies from the Developer
plus simple interest at 7% per annum accrued thereon of $390,966. Under the Agreement, as amended,
the District has agreed to make good faith efforts to appropriate funds to reimburse the Developer the
adjusted balance of $1,121,151 over a term of twenty years, which equates to an average of approximately
$50,000 per year with an interest rate of 0%, providing that the District has adequate revenue to make the
appropriation. An accrued liability of $1,121,151 for the repayment of the operating subsidies is not
recorded by the District as of December 31, 2025, because the District had no available revenue that was
not otherwise appropriated, obligated, pledged, or reserved. As part of the Agreement, the Developer
agreed to waive $337,660 in prior subsidies provided by the Developer to the District to cover farm losses
along with interest accrued on these prior subsidies of $57,381 for a total amount waived by the Developer
of $395,041.
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TWIN BUTTES METROPOLITAN DISTRICT NO. 1

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GENERAL FUND

For the year ended December 31, 2025

REVENUES
Charges for services - farm sales
Charges for services - snow removal
Permits and fees
Intergovernmental revenue
Grant revenue
Other general revenue

Total Revenues

EXPENDITURES
General and administrative
Farm expenses
Property and grounds maintenance
Contingency
Capital outlay
Total Expenditures

Excess of Expenditures Over Revenues

OTHER FINANCING SOURCES
Lease proceeds
Proceeds from sale of asset
Net Change in Fund Balance

Fund Balance - January 1
Fund Balance - December 31

Favorable
Original Final (Unfavorable)
Budget Budget Actual Variance
$ 39,000 $ 28,294 $ 28,763 $ 469
4,800 4,640 4,600 (40)
15,000 13,000 13,100 100
453,107 427,406 423,852 (3,554)
- 13,278 13,275 3)
3,600 2,727 2,516 (211)
515,507 489,345 486,106 (3,239)
307,754 349,266 343,874 5,392
95,329 96,751 108,450 (11,699)
27,500 36,827 35,749 1,078
15,000 5,000 - 5,000
- - 42,024 (42,024)
445,583 487,844 530,097 (42,253)
69,924 1,501 (43,991) (45,492)
- - 42,024 42,024
- 1,966 1,966 -
$ 69,924 $ 3,467 (1) S (3,468)
14,100
$ 14,099

See accompanying notes and independent auditor's report.
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