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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Colorado County Groundwater Conservation District

Opinions

We have audited the financial statements of the governmental activities and each
major fund of the Colorado County Groundwater Conservation District (the “District”),
as of and for the year ended December 31, 2022 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 accompanying financial statements present fairly, in all material
respects, the respective financial position of the governmental activities and each
major fund of the District, as of December 31, 2022, and the respective changes in
financial position and, the respective budgetary comparison for the General Fund 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 the Colorado
County Groundwater Conservation 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

Colorado County Groundwater Conservation 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
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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 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 substantal
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:

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

» 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.

s 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 Colorado
County Groundwater Conservation District’s internal control. Accordingly, no
such opinion is expressed.

» FEvaluate 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.

¢+ Conclude whether, in our judgment, there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Colorado
County Groundwater Conservation District’s ability to continue as 2 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 American require
that the management’s discussion and analysis be presented to supplement the basic
financial statements. Such information, 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 operations, 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.

Seian Sumanie

Brenham, Texas
July 17,2023



Colorado County Groundwater Conservation District
P. O. Box 667
Columbus, Texas 78934

Management's Discussion and Analysis for the Year Ended December 31, 2022

Governmental Accounting Standards Board Statement 34 requires that management of
the District present an analysis and discussion of the attached financial statement and of
the financial activities of the District. Management will attempt to give a brief overview of
the District’s financial activities for the fiscal year ended December 31, 2022.

Financial Highlights

s Revenues for the year ended December 31, 2022, exceeded expenses by a total of
$35,372.

* The District's net position as of December 31, 2022, is $927,597, with $84,760
invested in capital assets, net of related liabilities.

e The District liabilities total $18,423 as of December 31, 2022, and deferred inflows
related to property taxes is $61,029.

Overview of the Financial Statements

The District’s basic financial statements consist of government-wide financial statements,
fund financial statements and the notes to the financial statements.

The government-wide financial statements, which are comprised of the Statement of Net
Position and the Statement of Activities, include all assets and liabilities using the full
accrual basis of accounting. All of the current year's revenues and expenses are taken into
account regardless of when cash is received or paid.

Financial Analysis

Net position may serve, over time, as a useful indicator of a government's financial
position. In the case of Colorado County Groundwater Conservation District, assets
exceeded liabilities and deferred inflow of resources by $927,597 at the close of the most
recent fiscal year.



2022 2021

Current and Other Assets $ 922,289 g 881,254
Capital Assets 84,760 88,428
Total Assets 1,007,049 269,682
__________ Current Liabilities 14,027 8,080
Noncurrent Liabilities 4,396 2,623
Total Liabilities 18,423 10,703
Deferred Inflows of Resources 61,029 66,754
Net Position:
fnvested in Capital Assets, 84,760 88,428
net of related debt
Unrestricted 842,837 803,797
Total Net Position 5 927,597 $ 892,225

The District's net position increased by $35,372. Key elements of this increase are as

follows:
Year Ended Year Ended
December 31, 2022 December 31, 2021
Revenues

Tax collections $ 252,535 $ 234,484
_ Fees and penalties 1,175 350
Interest earned 6,963 5,532

Miscellaneous 330 -
Total Revenue 261,003 240,366

Expenses

Administrative 13,637 19,162
Conservation 903 882
Facilities 5,946 7,292
Personnel 169,607 164,686
Professional fees 30,235 43,999
Depreciation and amortization 5112 3,447

Other 191 -
Total Expenses 225,631 239,468
Change in Net Position 35,372 898
Beginning Net Position 892,225 891,327
Ending Net Position $ 927,597 S 892,225




Tax collections increased by approximately $18,000 due to increased property values
assessed.

Administrative expense decreased by approximately $5,500 due to truck repairs and a
nonrecurring additional website administrator costs during 2021. Personnel expense
increased by approximately $4,900 compared to prior year due to the employees
receiving a pay increase at the beginning of 2022. Professional fees decreased by
approximately $13,800 compared to the prior year due to the environmental study
performed on the Evangeline Aquifer during 2021.

Budgetary Highlights

The District annually adopts an operating budget. Total actual operating revenues were
approximately $7,700 more than budgeted, with property taxes exceeding expectations
during 2022. Total operating expenditures were approximately $21,500 less than
budgeted, mainly due to administration expenses being approximately $6,900 less than
budgeted as there was less office spending and professional fees being approximately
$10,200 less than budgeted as the District anticipated additional technical consultations
for discussions in preparation of future rule changes..

Capital Assets

The District owns capital assets that have a value after depreciation of $84,760. Capital
assets are summarized as follows:

12/31/22 12/31/21
Land $ 22,115 % 22,115
..... Autos : 17,399 17,399
Buildings 83,527 83,527
Equipment 4,188 65,188
Total capital assets 129,229 129,229
Accumulated depreciation (44,469) (40,800)
Total capital assets, net of accumulated depreciation $ 84,760 $ 88,429

Currently Known Facts and Summation

:.__.... The financial report is designed to provide a general overview of Colorado County
Groundwater Conservation District's finances and to reflect the District's accountability for
funds received. If you have guestions about this report or need additional information,
contact the District at P. O. Box 667, Ccolumbus, Texas 78934.



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT

Statement of Net Position and
Governmental Funds Balance Sheet

December 31, 2022
General Statement
Fund Adjustments of Net Position
ASSETS
Cash $ 393,672 - $ 393,672
Certificates of deposit 483,769 - 483,769
Due from Colorado County Appraisal District 21,109 - 21,109
Taxes receivable 13,601 - 13,601
Interest receivable 323 - 323
Other receivable 4,749 - 4 749
Prepaid expenses . 2,060 2,060
Right of use leased asset, net of amortization - 3,006 3,006
Capital assets:
Non-depreciable - 22,115 22,115
Depreciable, net - 62,645 62,645
Total Assets $ 917,223 89,826 % 1,007,049
LIABILITIES
Accounts payable and accrued expenses $ 12,588 - $ 12,588
Lease liability, current - 1,439 1,439
Noncurrent liabilities
Compensated absences - 2,754 2,754
Lease liability, long-term - 1,642 1,642
Total Liabilities 12,588 5,835 18,423
DEFERRED INFLOWS OF RESOURCES
Delinquent property taxes 13,230 (13,230} -
Deferred property taxes 61,029 - 61,029
Total deferred inflows of resources 74,259 {13,230) 61,029
FUND BALANCE/NET POSITION
Fund balance:
Unassigned 380,376 {380,376} -
Assigned 450,000 (450,000) -
Total fund balance 830,376
Total liabilities and fund balance § 917,223
Net position:
Net investment in capital asssts 84,760 84,760
Unrestricted 842,837 842,837
Total net position 927,597 . % 27,597

7

The notes to the financial statements are an integral part of this statement.




COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT

Statement of Activities and
Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balance

Forthe Year Ended December 31, 2022

Revenue:
Property taxes
Fees and penalties
Interest earned
Miscellaneous
Total revenues

Expenditures:

Current:
Administrative
Conservation
Facilities
Personnel
Professional fees
Depreciation and amortization

Debt service:
Principal retirement

Interest

Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Lease proceeds

Total other financing sources (uses)

Change in fund balance/net position

Fund balance/net position:
Beginning of the year
End of the year

General Statement
Fund Adjustments of Activities
$ 251,390 % 1,145  § 252,535
1,175 - 1,175
6,963 - 6,963
330 - 330
259,858 1,145 261,003
13,662 (25) 13,637
903 - 903
5,946 - 5,946
169,475 132 169,607
30,235 - 30,235
- 5112 5112
1,369 (1,369) -
191 - 191
4,449 (4,449) -
226,230 (599) 225,631
33,628 1,743 35,372
4,449 (4,449) -
4,449 {4,449) -
38,077 {2,706) 35,372
792,299 99,926 892,225
§ 830376 § 97,220 % 927,597

The notes to the financial statements are an integral part of this statement.
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COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balance of Governmental Funds to the Statement of Activities

For the Year Ended December 31, 2022

Net changes in Fund Balances - total governmental funds

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

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities, the costs of these assets are depreciated
over their estimated useful lives:

Expenditures for capital outlay $
Amortization of right of use asset
Current year depreciation

Repayment of lease principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the Statement of Net Position.

Lease proceeds provide current financial resources to governmental
funds, but incurring debt increases long term liabilities in the Statement of Net Position

Expenditures reported in the statement of activities are expensed once economic
performance has occurred. In the Governmental funds expendituras are
recognized when they are paid.

Deferred inflows for unavailable revenue in the governmental funds are not
deferred in the statement of activities

Change in Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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(4,449)
(1,443)

(3,669}

$ 38,077

(9,560)

1,369

4,449

(107)

1,145

S 35372



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

Summary of significant accgunting policies

The Colorado County Groundwater Conservation District (“the District”) was created in
accordance with Chapter 36 of the Texas Water Code, under the authority of Section 59,
Article XVI of the Texas Consfitution, pursuant to an enabling act of the 80% Texas
legislature (House Bill 4032) effective June 15, 2007, and confirmed by the electorate of
Colorade County on November 6, 2007. The purpose of the District is to provide for the
conservation, preservation and management of groundwater and the related issues of
waste.

The accounting policies of Colorade County Groundwater Conservation District conform
to generally accepted accounting principles as applicable to governments. The following
is a summary of the more significant policies.

A. Reporting Entity

Colorado County Groundwater Conservation District includes all of Colorado County,
Texas, not otherwise included in other groundwater conservation districts as of the
District’s effective date. The District is governed by seven directors elected by the voters of
Colorado County for four year staggered terms. Four directors are elected by the voters of
the county commissioner’s precinct in which they reside, and three directors are elected at-
large by the voters of the District.

B. Basis of Presentation
Government-wide Financial Statements

The Statement of Net Position and Statement of Activities display information about the
reporting government as a whole. They include all funds of the reporting entity. The
statements distinguish between governmental activities and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental revenues,
and other non-exchange revenues. Business-type activities are financed in whole or in part
by fees charged to external parties for goods or services. The District has no business-type
activities.

Fund Financial Statements

Fund financial statements of the reporting entity are organized on the basis of funds, each
of which is considered a separate accounting entity. 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, as appropriate. 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. The various
funds are grouped, in the financial statements in this report, as follows:

12




COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

Governmental Funds

General Fund - The District’s General Fund accounts for the activities of the District. There
are no component units required to be included in the District’s reporting entity because
of the significance of their operations or financial relationships with the District.

C. Measurement focus and basis of accounting

On the government-wide Statement of Net Position and the Statement of Activities, the
governmental activities are presented using the economic resources measurement focus
and the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recorded when eamed and expenses are recorded when the liability is incurred or
economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes
place.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recognized when “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. For this purpose, the government considers revenues to be available
if they are collected within 60 days of the end of the current period. Penalties and interest,
and miscellaneous revenues are recorded when received in cash because they are
generally not measurable until actually received. Expenditures are generally recognized
under the modified accrual basis of accounting when the related fund liability is incurred.
Exceptions to this general rule include payments on general long-term debt which are
recognized when due.

D. Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles 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 expenses
during the reporting period. Actual results could differ from those estimates.

E. Ad valorem taxes
The District uses the accrual basis to account for property taxes. This method recognizes
tax revenues as income in the period for which levied, regardless of when they are due or

collected. Taxes collected prior to the levy period are reflected as a deferred inflow of
resources.

13



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements

December 31, 2022

F. Risk management

The District is exposed to various risks of loss from torts: theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries and
illnesses; and natural disasters. Commercial insurance coverage is purchased for claims
arising from such matters.

G. Capital assets

The accounting and reporting treatment applied to the fixed assets associated with a fund
are determined by its measurement focus.

Government-wide Statements

In the government-wide financial statements, fixed assets are accounted for as capital
assets valued at historical cost, except for donated fixed assets which are recorded at their
estimated fair value at the time of donation.

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the
Statement of Activities, with accumulated depreciation reflected in the Statement of Net
Position. Depreciation is provided over the assets’ estimated useful live using the straight-
line method of depreciation.

The range of estimated useful lives by type of asset is as follows:

Autos 5 years
Equipment 7 years
Buildings 30 years

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are
accounted for as capital outlay expenditures of the governmental fund upon acquisition.

H. Deferred outflows/inflows of resource

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 items that qualify for
reporting in this category.

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

14



COLORADOQ COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

time. The District has two items that gualify for reporting in this category. The items
“delinquent property taxes” and “deferred property taxes” are reported in the
governmental funds balance sheet and only “deferred property taxes” in the government-
wide statement of net position. The “delinquent property taxes” source represents the
uncollected delinquent taxes receivable while the “deferred property taxes” represents the
October 1 tax levy used to finance next year's budget. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available and
earned for governmental funds and earned for government-wide.

I Budgets and Budgetary Accounting

Budgets are generally adopted on a basis consistent with GAAP. The legal level of
budgetary control is appropriated at the category level. Therefore, a budget amendment
is required to increase the appropriations for any category. All appropriations lapse at
fiscal year-end.

J. Compensated absences

Compensated absences are those absences for which employees will be paid, such as
vacation leave. A liability for compensated absences that are atiributable to services
already rendered and that are not contingent on a specific event that is outside the control
of the District and its employees is accrued as employees earn the rights to the benefits.
Compensated absences that relate to future services or are contingent on a specific event
that is outside the control of the District, and its employees are accounted for in the period
in which such services are rendered or in which such events take place.

In governmental funds, compensated absences that are expected to be liquidated with
expendable available financial resources are reported as expenditure and fund liability in
the fund that will pay for the compensated absences. Therefore, a liability for these
amounts is recognized only if they have matured, for example, as a result of employee
resignations and retirements. In the government-wide financial statements, compensated
absences are accrued as incurred.

K. Fund equity
Government-wide staternents
Equity is classified as net position and displayed in three components:
a. Invested in capital assets, net of related debt - consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes or other borrowings that

are attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net position - consists of net position with constraints placed on the use
either by (1) external groups such as crediters, grantors, contributors, or laws or

15
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COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

Unrestricted net position - all other net position that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”

Fund statements
Governmental fund equity is classified as fund balance.
Classification of furnd balances

The nonspendable fund balance includes the portion of net resources that cannot
be spent because of their form or because they must be maintained intact.
Resources not in spendable form include supplies inventories and prepaid items.

Some resources are spendable but are legally or contractually required to be
maintained intact. Such resources include the principal of an endowment.

The restricted fund balance includes net resources that can be spent only for the
specific purposes stipulated by constitution, external resource providers
{creditors, grantors, contributors), laws and regulations of other governments, or
through enabling legislation. The enabling legislation authorizes the District to
assess, levy, charge or otherwise mandate payment of resources from external
resource providers; those resources can be used only for the specific purposes
stipulated in the legislation.

The committed fund balance includes spendable net resources that can only be
used for specific purposes pursuant to constraints imposed by formal Board
actions, no later than the close of the fiscal year. Those constrainis remain binding
unless removed or changed in the same manner employed to previously commit
those resources.

The assignedfund balance includes amounts that are constrained by the District's
intent to be used for specific purposes, but are neither restricted nor committed.
Such intent should be expressed by the Board or its designated officials to assign
amounts to be used for specific purposes, but are neither restricted nor
commitied. Constraints imposed on the use of assigned amounts can be
removed with no formal Board actions. The assigned fund balance is only
reported in the General Fund.

The unassigned fund balance represents spendable net resources that have not
been restricted, committed, or assigned to specific purposes.

16



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

Spending Prioritization in Using Available Resources
When both restricted resources and other resources (i.e., committed, assigned,

and unassigned) can be used for the same purpose, the District budget considers
restricted resources to be spent first.

When committed, assigned, and unassigned resources can be used for the same
purpose, the flow assumption in the District's budget is to spend in the sequence

of committed resources first, assigned second, and unassigned last.

Assigned fund balance

Assigned general fund balances at December 31, 2022 were comprised of the following:

Capital Outlay $ 100,000
Professional Fees 350,000
$ 450,000

Cash and deposits with financial institutions

The District's cash as of December 31, 2022 includes a deposit account at a financial
institution with a balance of $101,673, an investment in a State Money Pool {TexPool) with
a balance of $241,882 and a savings account with a balance of $50,118. The District also
has certificates of deposit at two financial institutions totaling $483,769 at
December 31, 2022.

Custodial credit risk is the risk that, in the event of the failure of a depository financial
institution, the District's deposits may not be returned to it. The District does not have a
depository policy for custodial risk. As of December 31, 2022, deposits of the District are
within Federal Depaository Insurance Corporation insured limits at each of the District's
depositories.

“TexPool” is a local government investment pool created and managed by the Texas State
Treasurer to invest funds on behalf of Texas political subdivisions. The pool seeks to
maintain a $1.00 value per share as required by the Texas Public Fund Investment Act. lts’
fair value approximates carrying value. The weighted average maturities of the pool cannot
exceed 60 days, with the maximum maturity of any investment limited to 13 months.
TexPool was rated AAA by Standard & Poor's. Authorized investments for TexPool funds
include government securities, repurchase and reverse repurchase agreements and no-
load money market mutual funds.

17



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

Property tax

Property taxes are levied by October 1 of each year for the following calendar year. Taxes
are due on receipt of the tax statement and are delinquent if not paid before February 1 of
the year following the year of assessment. On January 1 of each year, the District has an
enforceable tax lien on property to secure the payment of all taxes and the payment of any
penalties and interest ultimately imposed.

Taxes levied for fiscal year ending December 31, 2022, were at the tax rate of $0.00875
per $100 valuation. The tax for the 2022 fiscal year was levied in 2021 on property within
the District having an assessed valuation of approximately $2,852,771,023.

The District set and approved the 2022 tax rate to be $0.00825 per $100 valuation.
Property taxes for 2022 were levied for the 2023 fiscal year. Therefore, the 2022 tax monies
collected in the months of October, November, and December, 2022, have been
presented as deferred inflows of resources.

Long-term liability -~ compensated absences

During the year ended December 31, 2022, the following changes occurred in the long-
term liabilities:

Beginning Ending Due
Balance Increases/ Balance Within
12/31/2021 (Decreases) 12/31/2022 One-year
Compensated absences 3 2,623 $ 131 % 2,754 $ -

Leases

Effective January 1, 2022, the District implemented GASB Statement No. 87, Leases,
which required the recognition of certain lease assets and liabilities for leases that
previously were classified as operating leases and recognized as inflows of resources or
outflows of resources based on the payment provisions of the contract. The adoption of
GASB No. 87 had no impact on the District’s net position as of the effective date and no
restatement of net position was made.

Lessee

The District recognizes a lease liability and an intangible right-to-use lease asset (lease
asset) in the government-wide funds financial statements.

At implementation of GASB Statement No. 87 and the commencement of leases
beginning after January 1, 2022, the District initially measured the lease liability at the
present value of payments expected to be made during the remaining lease term.
Subsequently, the lease liability is reduced by the principal portion of lease payments
made. The lease right-to-use asset was initially measured as the initial amount of the

18



COLORADO COUNTY GROUNDWATER CONSERVATION DISTRICT
Notes to Financial Statements
December 31, 2022

lease liability, adjusted for lease payments made at or before the lease commencement
date, plus certain initial direct costs. Subsequently, the lease rightto use asset is
amortized on a straight-line basis over its useful life.

Key estimates and judgments related to leases include how the District determines
(1) the discount rate it uses to discount the expected lease payments to present value,
(2) lease term and (3) lease payments.

The District uses the interest rate charged by the lessor as the discount rate. When the
interest rate charged by the lessor is not provided, the District generally uses its
estimated incremental borrowing rate as the discount rate for leases. The lease term
includes the noncancellable period of the lease. Lease payments included in the
measurement of the lease liability are composed of fixed payments and any purchase
option price that the District is reasonably certain to exercise.

The District monitors changes in circumstances that would require a re-measurement of
its [ease and will remeasure the lease asset and liability if certain changes occur that are
expected to significantly affect the amount of the lease liability.

Leased assets are reported on the government-wide Statement of Net Position and lease
liabilities are reported as current and long-term liabilities on the Statement of Net
Position.

Prior to beginning of the current fiscal year, the District entered into a lease agreement
as lessee for the acquisition and use of office equipment. The lease term was 37 months.
At the beginning of the fiscal year the initial lease liability was recorded in the amount of
$4,449. As of December 31, 2022, the value of the lease liability was $3,080.

The future principal and interest payments as of December 31, 2022 were as follows:

Principal Interest
Fiscal Year Payments Payments Total Payments
2023 $ 1,439  § 127§ 1,560
2024 1.513 48 1,561
2025 129 1 130
$ 3081 % 170 % 3,251
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Right to use assets are amortized on a straight-line basis over the terms of the related
leases. Right to use asset balances as of December 31, 2022 were as follows:

Lease Asset Accumulated Lease Asset, Net of
Asset Class Value Amortization Amortization
Equipment $ 4449 % 1,443 % 3,006

Capital assets

Capital asset activity for the year ended December 31, 2022 was as follows:

Beginning Ending
Balance Additions Deletions Balance
Non-depreciable:
Land $ 22,115 § - 3 - $ 22,115
Depreciable:
Autos 17,399 - - 17,399
Buildings 83,527 - - 83,527
Equipment 6,188 - - 6,188
Total depreciable 107,114 - - 107,114
Total at historical cost 129,229 - - 129,229
Less accumulated depreciation:
Autos 17,399 - - 17,399
Buildings 22,738 2,784 - 25,522
Equipment 663 885 - 1,548
Total accumulated
depreciation 40,800 3,669 - 44,469
Total capital assets,
being depreciated, net $ 88429 § (3,669 $ - $ 84,760

Depreciation expense totaled $3,669 for the year ending December 31, 2022.

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; and natural disasters. The District maintains

commercial insurance coverage covering each of those risks of loss. Management believes
such coverage is sufficient to preclude any significant uninsured losses to the District.

Settled claims resulting from these risks have not exceeded insurance coverage in any of

the past three years.
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Retirement Contribution

The District contributes up to a three percent match for contributions made by full-time
employees to a Savings Incentive Match Plan for employee's individual retirement account
(SIMPLE IRA) The financial institution holding the SIMPLE IRA serves as fiduciary for the
accounts. The District recorded contributions of $4,073 into the SIMPLE IRAs for the year
ended December 31, 2022. A total of $790 was payable to the SIMPLE IRAs at
December 31, 2022.
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