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Phone: (979) 732-2791 Raymie Kana 318 Spring Street, Ste. 104
Fax: (979) 732-2924 County Auditor Columbus, Texas 78934

raymie.kana@co.colorado.tx.us
May 28, 2021

Honorable 25% and 2" 25" District Judges,
the Honorable Commissioners’ Court, and
the Citizens of Colorado County

State law requires that every general purpose local government publish, within six months of the close of each fiscal year, a
complete set of audited financial statements. This report is published to fulfill that requirement for the fiscal year ended December
31, 2020.

Management assumes full responsibility for the completeness and reliability of the information contained in this report, based upon
a comprehensive framework of internal control that it has established for this purpose. Because the cost of internal control should
not exceed anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial statements
are free of any material misstatements.

Rutledge Crain & Company, PC, a firm of licensed certified public accountants, have issued an unmodified opinion on Colorado
County’s financial statements for the year ended December 31, 2020. The independent auditor’s report is located at the front of
the financial section of this report.

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

PROFILE OF COLORADO COUNTY

Colorado County, incorporated in 1836, is located in south/central Texas, midway between San Antonio and Houston on Interstate
10 and is one of 13 counties in the Gulf Coast Region. Colorado County, created in 1836, is one of the original counties established
in Texas by Stephen F. Austin. The County is a rural county approximately 963 square miles in area with a 2010 census population
of 20,883. The largest incorporated cities located within the County are Columbus (the County seat), Eagle Lake and Weimar.
The County is empowered to levy a property tax on real property located within its boundaries.

The County is a public corporation and political subdivision of the State of Texas. The County operates as specified under the
Constitution of the State of Texas and Vernon’s Texas Code Annotated, which provide for a Commissioners Court consisting of
the County Judge and four Commissioners, one from each of four geographical precincts. The County Judge is elected for a term
of four years and the Commissioners for four-year staggered terms with two Commissioners elected every two years. Policy-
making authority is vested in the Commissioners Court and the Commissioners Court are responsible, among other things, for
adopting the budget and for setting the County’s annual tax rate, along with setting county policies.

The County provides a full range of services authorized by statute. Such services include general government functions such as
recording and licensing, maintaining the County and District Court systems, maintaining public facilities, ensuring public safety,
maintaining public health and welfare, aiding conservation, and maintaining county roads and bridges. The costs associated with
these services are presented within the financial statements in detail and summary form.

Budget

The annual budget serves as the foundation for Colorado County’s financial planning and control. The objective of these controls
is to ensure compliance with legal provisions embodied in the annual appropriated budget approved by the Commissioners’ Court,
Activities of the General Fund, Special Revenue Funds and Debt-Service Fund are included in the annual appropriated budget. The
level of budgetary control (that is, the level at which expenditures cannot legally exceed the appropriated amount) is established at
the department level within each fund. All transfers of appropriations, either between departments or within an individual
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department’s budget, require the approval of the Commissioners’ Court. Budget-to-actual comparisons are provided in this report
for each individual governmental fund for which an appropriated annual budget has been adopted.

Local Economy

The County’s economy is based primarily on agribusiness, oil-field services and equipment manufacturing, minerals processing
and gravel mining. Rice, com, sorghums, and livestock play a major role in the area’s economy. The school districts and the
County also have a significant economic presence, employing in total more than 725 teachers, professionals, and support staff.
One of the most important sectors of the area’s economy is tourism. Tourism dollars represented by restaurant sales. hotel
occupancy and specialty shop sales are a significant contributor to the overall economy.

Because of the County’s location in a region with a varied economic base, unemployment had been relatively stable. During the
past ten years, the unemployment rate has decreased from 7.0 percent (2011) to lowest unemployment rate of 3.0 (2019). This
year’s unemployment rate is 6.1 percent due to the COVID-19 pandemic and businesses being closed or reduced staff. Although
unemployment rates have declined nationwide over the last year, the County continues to experience unemployment rates
consistently lower than national averages. The County’s unemployment rate as of December 2020 was 6.1 percent compared to
6.5 percent nationally. Bank deposits county-wide totaled $466 million at December 31, 2020 compared to $420 million at
December 31, 2019.

Median household incomes within the County are slightly lower than for the state and nation as a whole. According to the year
2019, the County’s median family income was $52,559, while the state’s was $61,874 and the nation’s was $62,843.

The County’s location within the Eagle Ford shale development in Southern Texas has led to new economic opportunities even
though the oil and gas production has decreased. Although the County currently produces only minor amounts of oil and natural
gas, there is potential for economic opportunities in neighboring counties and for the county to benefit from increased retail trade,
housing, and personnel. The renewed attraction of Colorado County as a favorable business environment, coupled with continued
moderately low interest rates, continues to stimulate local construction activity. The tax base is diverse, with the 10 leading
taxpayers accounting for 18.57% of assessed value. Countywide tax abatement plans, which give reduced property taxes for a
number of years, are being offered to industries to locate in the County. The County has one existing tax abatement.

Long Term Financial Planning

County strategies and plans are integrated into all departmental budgets to ensure unified efforts within County government to
achieve the goals and objectives of the County. Texas county government operates under a balanced budget as required by law.
This does not mean that estimated revenues must always be exactly equal to expenditures. In most of the annual operating budgets,
the Commissioners’ Court members usually decide to use a portion of fund balances reserves to balance the revenues to
appropriations. As a sound financial management practice, members of Commissioners Court consistently emphasize maintaining
sufficient undesignated fund balance levels (unrestricted net position) to meet first quarter obligations of payroll and operating
costs and furthermore, this assists in maintaining financial stability and retaining or enhancing the County’s bond ratings.

Fund balance refers to the excess of assets over liabilities in governmental funds. For the purpose of financial planning, fund
balance is defined as the cumulative surpluses or deficits resulting from the difference between expenditures and revenues in any
one fiscal year. The cumulative effect of yearly fund balance amounts is furthermore addressed as a fund balance reserve. When
evaluating fund balance reserves, it is vitally important to maintain sufficient positive fund balance reserves in order to avoid
borrowing to meet short term operating needs.

Finally, as a result of the trend of shifting of unfunded mandates by both federal and state levels to local government, it is anticipated
that additional financial burden will continue to be experienced by the County and ultimately local taxpayers if other sources of
funding are not identified. The County will be tasked with identifying new or additional revenues to counter these expenditures.
At its discretion, the Court will probably continue to utilize some amount of fund balance, which is healthy in the sense that it keeps
the County from building up excessive reserves and reduces a future burden on taxpayers. Based on the amount of fund balance
utilized to balance the 2020 budget, the Court must remain cautious in planning for the budget in fiscal year 2021 in the absence
of either continued cost containment initiatives or significant additional revenue enhancement efforts. It is imperative that County
government continually strive to maintain steady increases in revenue while costs are on the rise.

Major Initiatives
The County completed several projects and made improvements throughout the year that were needed to meet citizen’s demands

for services. One of those major projects was upgrading the access to electrical on the Courthouse grounds for various organizations
to be able to hold functions on the Courthouse square in cooperation with the Columbus Chamber of Commerce.



The County will actively pursue legal representation in regard to the pending application by Clean Harbors with TCEQ to construct
and operate a Class C land disposal cell at the Altair facility. Colorado County Post Oak Groundwater District and Rice CISD has
actively joined the fight.

The County received TXCDBG Hurricane Harvey disaster assistance from the General Land Office to help pay for roadway and
drainage improvements damaged by flooding and heavy rains.

The County received TXCDBG assistance to upgrade the water storage tank and lines in the unincorporated areas of Rock Island.

The County received a $54,200 grant from the Dickson-Allen Foundation to purchase a new Ford F-350 diesel chassis and refurbish
the ambulance box.

The County received $774,345 from the CARES Act Coronavirus Relief Fund for emergency protection measures due to COVID-
19 public health emergency.

In order to protect the citizens property, the County contributed $100,000 to the Columbus Volunteer Fire Department to assist
with the funding of a ladder truck.

The County replaced antiquated election equipment that no longer supported technology by purchasing new voting equipment.

The County is actively participating in a multi-jurisdictional flood early warning and flood inundation project with a grant from
the Texas Water Development Board.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to Colorado County for its comprehensive annual financial report (CAFR) for the fiscal year
ended December 31, 2019. This was the twenty-sixth consecutive year that Colorado County has achieved this prestigious award.
In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of one year only. However, we believe
that our current comprehensive annual financial report continues to meet the Certificate of Achievement Program’s requirements,
and we are submitting it to the GFOA to determine its eligibility for another certificate.

The production of this report would not have been possible without the skill, effort, and dedication of the County Auditor’s staff.
The preparation of this comprehensive annual financial report could not have been accomplished without the assistance from our
outside auditing firm, Rutledge Crain & Company, PC. [ would like to express my appreciation to all the members of the
Commissioners’ Court for their unfailing support in maintaining the highest standards of professionalism in the management of the
Colorado County’s finances. I express my sincere thanks to all other County officials, Department Heads. and employees for their
assistance in providing the data nccessary to prepare this report.

Respectfully submitted,

Raymie Kana
County Auditor
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RUTLEDGE CRAIN & COMPANY,PC
CERTIFIED PUBLIC ACCOUNTANTS
2401 Garden Park Court, Suite B
Arlington, Texas 76013

INDEPENDENT AUDITORS’ REPORT

To the Honorable County Judge and Commissioners
Comprising the Commissioners” Court of
Colorado County, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate remaining fund
information of Colorado County, Texas (the “County™) as of and for the year ended December 31, 2020, and the related notes to the financial
statements, which collectively comprise the County's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, each major fund, and the aggregate remaining fund information of Colorado County, Texas as of December 31,
2020, 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.

Other-Matters
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, although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the County’s
basic financial statements. The introductory section, combining and individual nonmajor fund financial statements, and statistical
section, are presented for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and schedules are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic financial statements. Such
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 combining and individual nonmajor
fund financial statements and schedules are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 2, 2021, on our consideration of the
County’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the County’s internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the County’s internal control over financial reporting and

compliance.
Crecrs f emgonsy

/

June 2, 2021
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COLORADO COUNTY, TEXAS
Management's Discussion and Analysis
December 31, 2020

As management of Colorado County (County), we offer readers of the County’s financial statements this narrative overview and
analysis of the financial performance of the County for the fiscal year ended December 31, 2020. Please read it in conjunction
with the County’s financial statements, which follow this section.

Financial Highlights

e Combined County assets and deferred outflows of resources exceeded its liabilities and deferred inflows of resources at the
close of the most recent fiscal year by $31,624,362 (net position). Of this amount, $117,381, $178,302, and $172,562,
respectively, (restricted net position) may only be used for federal and state programs, to pay down the county’s debt or for
designated capital projects.

e The County’s total net position increased $2,677,700 or 9.3% above the prior year. The significance of the positive net
position is attributed to the increase in property tax revenue and the County receiving CDBG, COVID-19, and FEMA grants.

e As of the close of the current fiscal year, the County’s governmental funds reported combined ending fund balances of
$12,177.200, an increase of $2,110,504 in comparison with the prior year. The amount which is available for spending at the
government’s discretion (unassigned fund balance) in the general fund is $4,889,670 or 35.1% of total general fund
expenditures which is 9.0% more than last year.

e The County’s total debt decreased by $2,816,039 during the current fiscal year mainly attributed to the decreases in the
County’s pension and OPEB liabilities.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Colorado County’s basic financial statements. Colorado
County’s basic financial statements comprise four components: 1) government-wide financial statements, 2) fund financial
statements, 3) fiduciary financial statements, and 4) notes to the financial statements. This report also contains other supplementary
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 County’s finances, in a manner similar to a private-sector business. They present the financial picture of the County
from an economic resources measurement focus using the accrual basis of accounting. The statements include all assets of the
County (including infrastructure) as well as all liabilities (including long-term debt). Additionally, certain eliminations have
occurred as prescribed by GASB Statement No. 34 in regard to interfund activity, payables, and receivables.

The statement of net position presents information on all the County’s assets, deferred outflows of resources, liabilities, and deferred
inflows of resources with the difference between them reported as net position. Over time, increase or decrease in net position may
serve as a useful indicator of whether the financial position of the County is improving or deteriorating.

The statement of activities presents information showing how the government’s net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in cash
flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

The government-wide financial statements distinguish functions of the County that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other business functions that are intended to recover all or a significant
portion of their costs through user fees and charges. The governmental activities of the County include general administration,
financial administration, judicial, public safety, public facilities, public transportation, conservation, and health and welfare.

The government-wide financial statements are presented on pages 27 - 29 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The County, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the County can be divided into two
categories: governmental funds and fiduciary funds.

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
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COLORADO COUNTY, TEXAS
Management's Discussion and Analysis
December 31, 2020

fund financial statements focus on near-term inflows and outflow of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating the County’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to compare
the information presented for governmental funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures,
and changes in fund balances provide reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The County maintains a general fund, twenty special revenue funds, a debt service fund, and a capital projects fund. Information
is presented separately in the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general fund, which is considered to be a major fund. Data from the other nonmajor
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The County adopts annual appropriated budgets for its general fund, certain special revenue funds, and the debt service fund.
Budgetary comparison schedules have been provided as either required supplementary information (General Fund) or other
supplementary information (nonmajor governmental funds) to demonstrate compliance with their budget.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the government. The
County’s fiduciary activities are reported in a separate Statement of Fiduciary Net Position. These activities are excluded from the
County’s other financial statements since the County cannot use these assets to finance its operations. The accounting used for
fiduciary funds is much like that used for proprietary funds. The County is responsible for ensuring that the assets reported in these
funds are used for their intended purposes.

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

The notes to the financial statements can be found on pages 35 through 54 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning budgetary comparison schedules for the General Fund, and Budget and Pension and OPEB
schedules.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented immediately following
the required supplementary information.

Government-wide Overall Financial Analysis

As noted earlier, net position over time, may serve as a useful indicator of a government’s financial position. In the case of Colorado
County, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by $31.624,362 at
December 31, 2020.

The largest portion of the County’s net position in the amount of $18,465,751 reflects its net investment in capital assets such as
land, buildings and improvements, equipment, and infrastructure (roads and bridges) less any related outstanding debt used to
acquire those assets. The County uses these capital assets to provide a variety of services to its citizens. Accordingly, these assets
are not available for future spending. Although the County’s investment in capital assets is reported net of related debt, it should
be noted that the resources used to repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities. Total assets of $54,610,046 reflect an increase of $2,169,614 during the fiscal year.

An additional portion of the County’s net position in the amount of $468,245 represents resources that are subject to external
restrictions, constitutional provisions, or enabling legislation regarding how they may be used. The remaining balance of
$12,690,366 is unrestricted and may be used to meet the government’s ongoing obligations to its citizens and creditors.
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The County’s condensed net position for the fiscal year ended December 31, 2020 is summarized as follows:

Colorado County Net Position

Governmental Activities

2020 2019 Change
Current and other assets $ 31,162,421 $ 28,961,617 $ 2,200,804
Capital assets (net of accumulated depreciation) 23,447,625 23,478,815 (31,190)
Total assets 54,610,046 52,440,432 2,169,614
Deferred outflows of resources 2,660,729 3,575,520 (914,791)
Current and other liabilities 3,469,737 3,723,594 (253,857)
Long-term liabilities 6,499,637 9,315,676 (2,816,039)
Total liabilities 9,969.374 13,039,270 (3,069,896)
Deferred inflows of resources 15,677,039 14,030,020 1,647,019
Net position:
Net investment in capital assets 18,465,751 17,942,387 523,364
Restricted 468,245 309,155 159,090
Unrestricted 12,690,366 10,695,120 1,995,246
Total net position $ 31,624,362 $ 28,946,662 $ 2,677,700
Colorado County Net Position — December 31, 2020 and 2019
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Governmental Activities. During the current fiscal year, net position for governmental activities increased $2,677,700 from the
prior fiscal year for an ending balance of $31,624,362. Key elements of this increase are as follows:

Colorado County Changes in Net Position
Governmental Activities

2020 2019 Change
Revenues:
Net Program Revenues:
Charges for services $ 3,921,350 $ 4,162,091 $ (240,741)
Operating grants and contributions 1,688,917 1,052,443 636,474
Capital grants and contributions 490,600 31,461 459,139
General Revenues:
Property taxes 12,887,029 11,889,285 997,744
Sales and alcoholic beverage taxes 2,163,193 1,865,186 298,007
M iscellaneous 475,501 158,146 317,355
Unrestricted investments earnings 244,028 390,120 (146,092)
Total revenues 21,870,618 19,548,732 2,321,886
Expenses:
General administration 3,099,645 2,876,697 222,948
Financial administration 549,501 556,050 (6,549)
Judicial 1,640,857 1,691,833 (50,976)
Public safety 8,035,740 7,895,915 139,825
Public facilities 562,221 598,378 (36,157)
Public transportation 4,188,364 4,385,782 (197,418)
Conservation 117,195 162,403 (45,208)
Health and welfare 890,916 332,043 558,873
Intereset on long term debt 108,479 265,568 (157,089)
Total expenses 19,192,918 18,764,669 428,249
Change in net position 2,677,700 784,063 $ 1,893,637
Net position - beginning as adjusted for GASB-75 28,946,662 28,162,599
Prior period adjustment - -
Net position - ending $ 31,624,362 $ 28,946,662
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Expenses and Program Revenues — Governmental Activities
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Key elements of the analysis of government-wide revenues and expenses reflect the following:

Property tax revenue showed the largest increase of $997,744 partially due to new improvements that were added to the tax roll.
Additionally, Commissioners’ Court approved a Maintenance and Operations tax rate of $0.49349 which exceeded the effective

Maintenance and Operations tax rate of $0.4636 by 9.39%.

The Effective Tax Rate is the tax rate that will produce the same total revenue for the current tax year that was generated for the
previous tax year from the same properties on the tax roll. Therefore, for any given fiscal year, if a tax rate is set at the Effective

Tax Rate, then any additional revenue for that fiscal year must come from new properties added to the tax roll.



COLORADO COUNTY, TEXAS
Management s Discussion and Analysis
December 31, 2020

Operating grants and contributions showed an increase of $636.474 or 60.48% due to the county receiving CDBG and COVID-19
grants, Charges for Services showed a decrease from the previous year mainly due to decreased court revenue due to not having
in-person courts for most of fiscal year 2020.

Sales and alcoholic beverage tax were up 15.98% surprisingly in spite of the COVID-19 pandemic.
Expenses increased $428,249 or 2.3%. The majority of this increase is due to the following:

The increase in General Administration of $222.948 was due to hiring an Elections Administrator and creating a separate
Elections Department and purchasing all new voting equipment.

The increase of $558.873 in Health and Welfare was mainly due to the new construction of a 50,000-gallon elevated water
storage tank for the unincorporated town of Rock Island.

The increase in Public Safety of $139,825 was mainly due to an increase in personnel and help with the COVID-19 pandemic.

The decrease of $197,418 in Public Transportation was due to completion of road repairs due to Hurricane Harvey in 2019.

Financial Analysis of the Government’s Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
Fund accounting budget controls and fiscal responsibility is the framework of the County’s strong fiscal management and
accountability. Colorado County’s bond rating was raised from A+ to AA in December of 2013,

Governmental funds. The focus of the County’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the County s annual financing requirements. 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.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending fund balances of $12,177,200
an increase of $2,110,504 mainly due to the increase of taxes receivable and being reimbursed for public health care expenses from
the Coronavirus Relief Fund.

The General Fund is the chief operating fund of the County. At the end of the current fiscal year, unassigned fund balance of the
General Fund increased $1,447,535 to $4,889,670 from the prior year amount of $3,442,135. This increase in unassigned fund
balance is due to a 16 percent increase in sales tax, an increase in property tax revenue due to new construction and adopting an
M&O tax rate 9.39% above the effective M&O tax rate. In addition, the CARES ACT Grant covered $456.056 of payroll
expenditures typically expended through the General Fund for public safety, public health, and health care. These services are
substantially dedicated to mitigating or responding to the public health emergency.

Unassigned fund balance represents 35.1% of total general fund expenditures which is above the maximum target goal of 25% of
its unassigned fund balance reserve as adopted by Commissioners’ Court. Commissioners’ Court may consider using more fund
balance for subsequent budgets to help reduce a future burden on taxpayers.

General Fund Budgetary Highlights

Significant Differences in Original vs. Final Budget:

During the year there was a $1,263,000 increase in appropriations between the original and final amended budget. Following are
the main components of the increase:

$300,000 supplemental appropriation for outside legal services for various County legal issues including the opposition of a
hazardous waste landfill application and environmental contaminations from chemicals discharged from Inland Environmental into
Skull Creek.

$144,000 supplemental appropriation for part-time EMT salaries due to work schedule changes and working extra at Splashway
Waterpark.
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$127,000 supplemental appropriation for the purchase of a command vehicle for the Emergency Management Coordinator.
$60.000 supplemental appropriation for increased costs for housing inmates out-of-county.

$100,000 supplemental appropriation for a contribution to the Columbus Volunteer Fire Department for the purchase of a used
ladder truck to help assist with fires in the county.

$450,000 supplemental appropriation for COVID-19 expenses responding to the public health emergency.

The increase was possible because of additional anticipated receipts. Those receipts included an increase in property tax revenue
($1,020,760), an increase in intergovernmental ($957,000), and an increase in sales tax revenue ($298,000).

Significant Budget Variances:

General Administration — Commissioners Court — the county did not spend as much for outside legal services for various County
legal issues as in years past.

General Administration — Capital Outlay; the county budgeted $100,000 in contingency but did not use it to purchase any capital
outlay.

Public Facilities — Services and Charges were less by $70,83+: less repairs required to county buildings and less electricity usage.
Judicial — Justice of Peace Courts — Personnel Services — two of the four JP’s declined the County’s health insurance.
Judicial — County Attorney — Personnel Services was less than budget by $48.800 due to an open position that was not filled.

Public Safety - County Sheriff — Personnel Services was less than budget by $174,667; several authorized positions were not filled
for most of the year.

Public Safety — Jail — Personnel Services were less by $155,300; had a larger than normal turnover of employees so had several
authorized positions not filled for most of the year.

Public Safety — Emergency Management — Other was not used for matching grant funds.

Health & Welfare - Indigent Health Care — Services and Charges; diligent indigent screening resulted in fewer qualified applicants
and reduced related costs.

Capital Asset and Debt Administration

Capital assets. The County’s investment in capital assets for its governmental activities for the current fiscal year amounts to
$23.447,625 (net of accumulated depreciation). A decrease of $31,190 was due to 1) additions of new asscts were slightly more
than annual depreciation, and 2) disposal of equipment and removing roads historically valued that were reclaimed. This investment
in capital assets includes land, buildings and improvements, equipment, and infrastructure.

Balance Balance
12/31/20 12/31/19
Capital assets, not being depreciated:
Land $ 526,022 $ 504,022
Capital assets, being depreciated
Buildings and improvements 10,742,323 11,503,457
Equipment 4,171,194 3,528,632
Infrastructure 8,008.086 7,942,704

$  23,447.625 $ 23478815

Major capital asset events during the current fiscal year included the following:

Purchased three tractors, two mowers, a dump truck, a motor grader, and two trucks for road and bridge precincts.
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Purchased a Lucas 2 chest compression unit, three ventilators, two lifepaks, and five power stretchers with CRF funds for EMS.
Purchased a new Ford F450 with a Frazer box remount for the EMS.

Purchased five Ford Explorers for the sheriff’s department.

Purchased a new command vehicle for emergency management.

Purchased new voting equipment.

Purchased two storage containers to hold PPE for COVID-19.

Replaced three bridges located at Zimmerscheidt Road, CR270, and CR248.

Additional information on Colorado County’s capital assets can be found in note IV. D. of this report.

Long-term debt. At the end of the current fiscal year, the County had total bonded debt outstanding of $5,540,000.

12/31/20 - 1231119
GOVERNMENTAL ACTIVITIES:

Certificates of obligation $ 750,000 $ 900,000
General obligation bonds 4,245,000 4,640,000
Bond premium - -
Bond discount (13,126) (14,319)
Capital lease obligations - 10,747
Compensated absences payable 237,196 217,431
OPEB obligation 162,879 167,400
Net pension liability 1,117,688 3,394,417

$ 6,499,637 $ 9,315,676

The County’s total debt decreased $2.816,039 during the current fiscal year mainly attributed to the change in actuarial valuations
of the County’s OPEB and pension liabilities. -

State statutes limit the amount of general obligation debt a governmental entity may issue to 10 percent of its total assessed
valuation. The current debt limitation for the County is $247,294,587680 which is significantly in excess of the County’s
outstanding general obligation debt.

Additional information on Colorado County’s long-term debt may be found in Note IV. I. of this report.

Economic Factors and Next Year’s Budgets and Rates

The annual budget is developed to provide efficient, effective, and economic uses of the County’s resources, as well as a means to
accomplish the highest priority objectives. Through the budget, the Commissioners Court set the direction of the County, allocate
its resources, and establish its priorities.

Colorado County first experienced the effects of COVID-199 mid-fiscal year 2020. The State of Texas issued a Disaster
Proclamation on March 13, 2020 and was followed by a “Stay at Home Order” shortly thereafter. Although the full impact of the
COVID-19 pandemic remains to be seen, the economic impact the County has experienced has been both positive and negative.

The current year annual unemployment rate for Colorado County was 6.1 percent, up from 3.0 percent for the prior fiscal year.
This compares favorably to the state’s average unemployment rate of 7.2 percent and the national rate of 6.5 percent.

The county’s financial performance and position are very strong. Over the last five years, the county has maintained year-end
general fund balances between $2.7 and $4.6 million or about 14.7% - 26.1% of annual expenditures.
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Sales and use tax revenues has reflected positive continued growth through fiscal year 2020 and surprisingly in spite of the COVID-
19 pandemic.

Total assessed property valuation increased 5.13 percent and has shown an increase for the last nine years ranging between the
lowest of 1.3 percent and the highest of 8.7 percent.

In calculating the taxes for the fiscal year 2021 budget, Colorado County had a net taxable appraised value of $2,521,316,802 which
was an increase of $82,679,397 from the previous year. This is a result of 3.0 percent in new improvements and an estimated 7.0
percent increase in market value for residential properties.

All of these factors were considered in preparing the County’s budget for the 2021 fiscal year. The property tax rate for the 2021
budget was set at $0.5200 per hundred dollar valuation. Before the adjustment for newly added property. the effective tax rate
adjusts to only allow the county to receive the same tax levy as the previous year. Therefore, additional property tax revenue is
generated from new property and tax rate increases in accordance with the State of Texas’ Truth-in-Taxation laws.

The focus of the County remains on conservative fiscal management while addressing public service needs and State mandates.
As of December 31, 2020, the Federal Funds rate was zero to 0.25 percent. Interest for the twelve months ended December 31,
2020 was $244.028, down $138,231 or 60.53 percent when compared to $382,259 in the prior fiscal year, due mainly to a decrease
in interest rates.

For the future, it is anticipated that in fiscal year 2021, the Court will continue to face funding challenges. Some of these challenges
will include identification of new sources or increases to revenues through aggressive collection efforts of amounts due to the
County and possible shifting of financial funding for responsibilities shifted from the State to the County. Other challenges include
public health and welfare, public safety, and public transportation in response to community needs. Further challenges facing the
Court in the future are the increasing space needs, inflation and various other funding mandates placed upon the County as it
continues to grow.

At its discretion, the Court will continue to utilize some amount of fund balance, which is healthy in the sense that it keeps the
County from building up excessive reserves and reduces a future burden on taxpayers.

Although it is healthy to utilize some amount of fund balance to balance a subsequent fiscal year budget and current designations
are utilized to ensure statutory compliance of a balanced budget, caution should be exercised not be become dependent upon fund
balance to support future expenditure growth in order to assure maintenance of reasonable fund balance reserves in accordance
with County’s financial policies. Emphasis must be placed on generating adequate operational revenues to meet planned
operational expenditures and it is paramount to maintaining sound financial stability and maintenance of realistic fund balance
reserves. Departments will be challenged with continually assessing possible increased efficiencies in order to operate within their
budgets. In order to maintain the County’s favorable financial condition, more than ever, monitoring of expenditures will continue
to be vital in forecasting budget inadequacies and identifying potential excesses.

Request for Information

This financial report is designed to provide a general overview of Colorado County’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be addressed to Raymie Kana, County
Auditor, 318 Spring St., Suite 104, Columbus, Texas 78934.
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COLORADO COUNTY, TEXAS
STATEMENT OF NET POSITION
DECEMBER 31, 2020

ASSETS

Cash
Receivables (net of allowances for uncollectibles):
Taxes
Accounts
Fines
Due from other governments
Restricted assets:
Cash
Due from other governments
Capital assets not being depreciated:
Land
Capital assets (net of accumulated depreciation):
Buildings and improvements
Equipment
Infrastructure
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred charges
Total Outflows of Resources

LIABILITIES

Accounts payable
Due to others
Due to other governments
Noncurrent liabilities:
Due within one year
Due in more than one year
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred revenue
Total Deferred Inflows of Resources

NET POSITION:
Net Investment in Capital Assets
Restricted For:
Federal and State Programs
Debt Service
Capital Projects
Unrestricted
Total Net Position

The accompanying notes are an integral part of this statement.

Governmental
Activities

$ 10,872,859

9,676,312

593,406
4,664,620
1,350,247

2,589,894
1,415,083

526,022

10,742,323
4,171,194

8,008,086

54,610,046

2,660,729
2,660,729

159,910
1,592,201
1,717,626

736,771

5,762,866
9,969,374

15,677,039
15,677,039

18,465,751

117,381

178,302

172,562
12,690,366

$_ 31,624,362
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COLORADO COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2020

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
PRIMARY GOVERNMENT
Governmental Activities:
General administration $ 3,099,645 $ 232,313 $ 210,180 $ -
Financial administration 549,501 270,355 -- -
Judicial 1,640,857 785,618 44,142 --
Public safety 8,035,740 1,662,070 50,742 -
Public facilities 562,221 2,220 - -
Public transportation 4,188,364 913,264 1,383,853 --
Conservation 117,195 - -- -
Health and welfare 890,916 55,510 - 490,600
Interest on long-term debt 108,479 -- -- --
Total Governmental Activities 19,192,918 3,921,350 1,688,917 490,600
Total Primary Government $ 19192918 $ 3921350 $ 1688917 $ 490,600

General Revenues:
Ad valorem taxes, penalty and interest
Sales taxes
Alcoholic beverage taxes
Miscellaneous
Unrestricted investment earnings
Total General Revenues and Transfers
Change in Net Position
Net Position - Beginning
Net Position - Ending

The accompanying notes are an integral part of this statement.
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Net (Expense)
Revenue and
Changes in
Net Position

Governmental
Activities

$ (2,657,152)
(279,146)
(811,097)

(6,322,928)
(560,001)
(1,891,247)
(117,195)
(344,8086)
(108,479)
(13,092,051)
(13,092,051)

12,887,029
2,140,607
22,586
475,501

244,028
15,769,751

2,677,700

28,946,662

$_ 31,624,362
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COLORADO COUNTY, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
DECEMBER 31, 2020

Assets:
Cash
Receivables (net of allowances for uncollectibles):
Taxes
Accounts
Fines
Due from other governments
Restricted assets:
Cash
Due from other governments

Total Assets

Liabilities:

Accounts payable

Due to others

Due to other governments
Total Liabilities

Deferred Inflows of Resources
Deferred revenue
Total Deferred Inflows of Resources

Fund Balances:
Restricted
Committed
Unassigned
Total Fund Balances
Total Liabilities, Deferred Inflows of Resources,
and Fund Balances

The accompanying notes are an integral part of this statement.

EXHIBIT A-3

Other Total

General Governmental Governmental

Fund Funds Funds
3,941,055 $ 6,931,804 $ 10,872,859
6,774,873 2,901,439 9,676,312
586,412 6,994 593,406
4,596,277 68,343 4,664,620
1,002,725 347,522 1,350,247
1,819,567 770,327 2,589,894
994,237 420,846 1,415,083
19,715,146 $_ 11,447,275 $_ 31,162,421
117,930 $ 6,153 $ 124,083
1,592,201 - 1,592,201
1,717,626 -- 1,717,626
3,427,757 6,153 3,433,910
11,397,719 4,158,592 15,551,311
11,397,719 4,153,592 15,551,311
- 1,806,515 1,806,515
- 5,481,015 5,481,015
4,889,670 -- 4,889,670
4,889,670 7,287,530 12,177,200
19,715,146 $  11,447.275 $ 31,162,421
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COLORADO COUNTY, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

DECEMBER 31, 2020

Total fund balances - governmental funds balance sheet

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

Capital assets used in governmental activities are not reported in the funds.

Property taxes receivable unavailable to pay for current period expenditures are deferred in the funds.
Payables for bond principal which are not due in the current period are not reported in the funds.
Payables for bond interest which are not due in the current period are not reported in the funds.

Payables for compensated absences which are not due in the current period are not reported in the funds.

Court fines receivable unavailable to pay for current period expenditures are deferred in the funds.
Ambulance receivables unavailable to pay for current period expenditures are deferred in the funds.
Recognition of the County's net pension liability is not reported in the funds.

Deferred Resource Inflows related to the pension plan are not reported in the funds.

Deferred Resource Outflows related to the pension plan are not reported in the funds.

Recognition of the County's net OPEB liability is not reported in the funds.

Deferred Resource Inflows related to the OPEB plan are not reported in the funds.

Net position of governmental activities - Statement of Net Position

The accompanying notes are an integral part of this statement.
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$ 12,177,200

23,447,625
553,736
(4,981,874)
(35,827)
(237,196)
1,419,717
472,378
(1,117,688)
(2,548,503)
2,660,729
(162,879)

(23,056)
$_ 31,624,362



EXHIBIT A-5

COLORADO COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2020

Other Total
General Governmental Governmental
Fund Funds Funds
Revenues:
Ad valorem taxes, penalty and interest $ 8,991,017 $ 3,859,033 $ 12,850,050
Other taxes 2,163,193 - 2,163,193
Licenses and permits 30,012 771,229 801,241
Fines and forfeitures 538,841 13,965 552,806
Charges for services 2,182,656 260,999 2,443,655
Intergovernmental 936,568 1,147,762 2,084,330
Contributions - 152,600 152,600
Miscellaneous 580,759 245,746 826,505
Total revenues 15,423,046 6,451,334 21,874,380
Expenditures:
Current:
General administration 2,645,188 26,973 2,672,161
Financial administration 547,252 - 547,252
Judicial 1,599,870 33,888 1,633,758
Public safety 8,133,135 52,489 8,185,624
Public facilities 489,853 81,452 571,305
Public transportation - 4,519,627 4,519,627
Conservation 118,999 -- 118,999
Health and welfare 392,214 497,690 889,904
Debt service:
Principal - 539,664 539,664
Interest and fiscal charges -- 85,582 85,582
Total expenditures 13,926,511 5,837,365 19,763,876
Excess (deficiency) of revenues over (under) expenditures 1,496,535 613,969 2,110,504
Other financing sources (uses):
Transfers in - 59,000 59,000
Transfers out (49,000) (10,000) (59,000)
Total other financing sources (uses) (49,000) 49,000 --
Net change in fund balance 1,447,535 662,969 2,110,504
Fund balances, January 1 3,442,135 6,624,561 10,066,696

Fund balances, December 31 $ 4,889,670 $ 7,287,530 $ 12,177,200

The accompanying notes are an integral part of this statement.
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EXHIBIT A-6
COLORADO COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2020

Net change in fund balances - total governmental funds $ 2,110,504

Amounts reported for governmental activities in the Statement of Activities
("SOA") are different because:

Capital outlays are not reported as expenses in the SOA. 2,307,660
The depreciation of capital assets used in governmental activities is not reported in the funds. (2,235,373)
Trade-in or disposal of capital assets decrease net position in the SOA but not in the funds. (103,478)
Certain property tax revenues are deferred in the funds. This is the change in these amounts this year. 36,980
Repayment of bond principal is an expenditure in the funds but is not an expense in the SOA. 545,000
Repayment of capital lease principal is an expenditure in the funds but is not an expense in the SOA. 10,747
(Increase) decrease in accrued interest from beginning of period to end of period. (28,234)
Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds. (19,765)
Certain fine revenues are deferred in the funds. This is the change in these amounts this year. 45,717
Certain ambulance receivables are deferred in the funds. This is the change in these amounts this year. 17,021
Pension expense relating to GASB 68 is recorded in the SOA but not in the funds. 9,455
OPEB expense relating to GASB 75 is recorded in the SOA but not in the funds. (18,534)
Change in net position of governmental activities - Statement of Activities $___ 2677.700

The accompanying notes are an integral part of this statement.
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EXHIBIT A-7
COLORADO COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
DECEMBER 31, 2020

Custodial
Funds
ASSETS
Cash $ 4,415,741
Total Assets $ 4,415,741
LIABILITIES
Accounts payable $ 14,185
Due to others 4,063,119
Due to other governments 338,437
Total Liabilities $ 4,415,741

The accompanying notes are an integral part of this statement.
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COLORADO COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
Year Ended December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A,

Description of the 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. All fiduciary activities are reported only in
the fund financial statements. Governmental activities normally are supported by taxes, intergovernmental revenues, and
other nonexchange transactions. The County has no legally separate component units.

Reporting Entity

The County is governed by an elected judge and four county commissioners which comprise the commissioners court.

The Colorado County Commissioners’ Court is the level of government which has oversight responsibility and control
over all activities of the County. The Court is composed of four commissioners, one elected from each of the four
precincts in the County, and the County Judge elected from the entire County. The members are elected by the public
and have decision making authority, the power to designate management, the ability to significantly influence operations,
and primary accountability for fiscal matters. The County’s operational activities include general and financial
administration, judicial, public safety, public facilities, construction and maintenance of roads, conservation and health
and welfare assistance. Although the County receives funding from local, state, and federal government entities, it is not
included in any other government’s “reporting entity.”

For financial reporting purposes, management has considered all potential component units. The decision to include a
potential component unit in the reporting entity was made by applying the criteria set forth in GAAP. The criteria used
are as follows:

Financial Accountability - The primary government is deemed to be financially accountable if it appoints a voting
majority of the organization's governing body and (1) it is able to impose its will on that organization or (2) there is a
potential for the organization to provide specific financial benefits or impose specific financial burdens on the primary
government. Additionally, the primary government may be financially accountable if an organization is fiscally
dependent on the primary government regardless of whether the organization has a separately elected governing board,
a governing board appointed by a higher level of government or a jointly appointed board. There are no component units
which satisfy requirements for blending or discrete presentation within the County’s financial statements. Accordingly,
the financial statements present the County only.

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. Separate financial statements are provided for
governmental 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.
Exceptions to this general rule are payments in lieu of taxes where the amounts are reasonably equivalent in value to the
interfund services provided. Elimination of these charges would distort the direct costs and program revenues reported
for the various functions concerned.

Basis of presentation — fund financial statements

The fund financial statements provide information about the government’s funds, including its fiduciary funds. Separate
statements for each fund category—governmental and fiduciary—are presented. The emphasis of fund financial
statements is on major governmental funds, each displayed in a separate column. All remaining governmental funds are
aggregated and reported as nonmajor funds. Major individual governmental funds are reported as separate columns in
the fund financial statements.

The government reports the following major governmental funds:

The general fund is the County’s primary operating fund and is always classified as a major fund. It accounts for
all financial resources of the general government, except those required to be accounted for in another fund. Major
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revenue sources include property and other taxes, intergovernmental revenues, charges for services, and investment
of idle funds. Primary expenditures are for general and financial administration, judicial, public safety, public
facilities, conservation and health and welfare assistance,

Additionally, the County reports the following fund types:

Twenty nonmajor special revenue funds account for specific revenue sources that are legally restricted to
expenditures for specialized purposes.

The debt service fund is used to account for the payment of principal and interest on general long-term bonded debt
of the City. Payments of principal and interest on equipment, financing used in general activities of the City and
other financing are serviced by the General Fund.

The capital projects fund is used to account for revenues and expenditures related to the acquisition and/or the
restoration of public facilities and infrastructure improvements.

Seven agency funds account for assets held by the County as an agent for individuals, private organizations, other
governments, and other fiduciary funds. Agency funds do not involve a formal trust agreement. Agency funds are
custodial in nature (assets equal liabilities) and do not involve measurement of results of operations; these funds are
used by the County Clerk, District Clerk, County Sheriff, County Attorney, County Tax Assessor/Collector, County
Attorney Seizure, and for Payroll Clearing.

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 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 econoniic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability has been incurred,
regardless of the timing of the 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.

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 County 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, sales 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
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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.

Agency funds have no measurement focus but utilize the accrual basis of accounting for reporting their assets and
liabilities.

F. Budgetary information

1.

Budgetary basis of accounting

Annual budgets are adopted on the cash basis for the general fund, debt service fund and certain special revenue funds.
Other special revenue funds do not have appropriated budgets since other means control the use of these resources (e.g.,
state law or specific authorization by the Commissioners Court). The capital projects funds are appropriated on a project-
length basis. Cash received in the current year, representing collection of the tax levy intended to finance the subsequent
fiscal year’s operations, is not included in revenue.

Cash representing property tax collected/received in advance of the ﬁséal year it is intended to finance is omitted from
beginning and ending cash balances on budgetary schedules.

Annual budgets were not adopted for the following special revenue funds: County Attorney Forfeiture, Sheriff Forfeiture,
Rock Island Improvement Project, Harvey Disaster Recovery, HAVA Cares Act, LEOSE, Historical Commission, Hot
Check, and the County Attorney Salary Supplement.

The County Judge is, by statute, the Budget Officer of the County and has the responsibility of preparing the County's
budget. Under the County's budgeting procedures, each department submits a budget request to the County Judge. The
County Judge reviews budget requests and holds informal hearings when needed. Before September 1, a proposed budget
is presented to the Commissioners' Court. A public hearing is then held, and the Commissioners' Court acts on the
proposed budget. Before determining the final budget, the Commissioners' Court may increase or decrease the amounts
requested by the various departments. Amounts finally budgeted may not exceed the estimate of revenues and available
cash.

Once the budget has been adopted by the Commissioners” Court, the County Auditor is responsible for monitoring the
expenditures of the various departments of the County to prevent expenditures from exceeding budgeted appropriations
and for keeping members of the Commissioners' Court advised of the conditions of the various funds and accounts.

The appropriated budget is prepared by fund, department, and category. Any transfers of appropriations are first approved
by the Commissioners' Court. Department heads may approve line item transfers for expenditures of their respective
departments. However, no amendments for the personnel services category may be made without Commissioners’ Court
approval to the total budget. Thus, the legal level of budgetary control is at the personnel services category level within
each department and the department level overall. Expenditures can exceed appropriations as long as they do not exceed
available revenues and cash balances.

The Commissioners’ Court made several supplemental budgetary appropriations throughout the year. Supplementary
budgetary appropriations were made for the general fund and certain special revenue funds. Approximate changes were
as follows:

General Fund $ 1.249,000 */**/kx+
Special Revenue Funds
Road & Bridge Precinct No. 1 75,000 *
Road & Bridge Precinct No. 2 266,000 */kk*
Road & Bridge Precinct No. 4 281,000 */*xx
Election Services Contract 30,000 **#*
* Funded with available fund balance and/or additional miscellaneous income.
-4 Funded with available fund balance and charges for services.
L Funded with charges for services and fund balance.
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2. Budget/GAAP reconciliation

The following is a reconcilement of budget basis to GAAP basis for the General Fund, budgeted Special Revenue
Funds, and the Debt Service Fund:

Budgeted
Special Debt
General Revenue Service
Fund Funds Fund
Change in net unrestricted cash and investments
- Budget Basis $ 739,641 $ 504,846 $ 37,348
Adjustments to GAAP basis
Revenue recognition differences 716,362 (6,609) 614
Expenditure recognition differences (8.,468) (2,917) -
Net change in fund balance - GAAP Basis $ 1,447,535 $ 495,320 $ 37.962

G. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses/expenditures during the reporting period. Actual results could differ from those estimates.

H. Assets, liabilities, deferred outflows/inflows of resources and net position/fund balance
1. Cash and cash equivalents

The County’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.

Restricted cash is reported in funds receiving ad valorem tax revenue for taxes levied for use in fiscal year 2020.
2. Investments

The County’s investment policy authorizes the County to invest in (1) obligations of the United States or its agencies
and instrumentalities; (2) direct obligations of the State of Texas or its agencies; (3) other obligations, the principal of
and interest on which are unconditionally guaranteed or insured by the State of Texas or the United States; (4)
obligations of states, agencies, counties, cities, and other political subdivisions of any state having been rated as to
investment quality by a nationally recognized investment rating firm and having received a rating of not less than A or
its equivalent; (5) certificates of deposit by state and national banks domiciled in this state that are (A) guaranteed or
insured by the Federal Deposit Insurance Corporation, or its successor: or, (B) secured by obligations that are described
by (1) - (4); (6) money market mutual funds regulated by the Securities and Exchange Commission with a dollar
weighted average portfolio maturity of 90 days or less; (7) eligible investment pools organized and operating in
compliance with the Public Funds Investment Act that have been authorized by the Commissioner’s Court, and whose
investment philosophy and strategy are consistent with the Policy and the County’s ongoing investment strategy.

Investments maturing within one year of date of purchase are stated at cost or amortized cost; all other investments are
stated at fair value which is based on quoted market prices. All investment income is recognized in the appropriate
fund’s statement of activity and or statement of revenues, expenditures, and changes in fund balance.

3. Receivables and Payables
Due from Other Governments - Due from other governments include amounts due from grantors for approved grants

for specific programs and reimbursements for services performed by the County. Program grants are recorded as
receivables and revenues at the time all eligibility requirements established by the grantor have been met.
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Reimbursements for services performed are recorded as receivables and revenue when they are earned in the
government-wide statements. Included are fines and costs assessed by court action and billable services for certain
contracts. Revenues received in advance of the costs being incurred are recorded as deferred revenue in the fund
statements. Receivables are shown net of an allowance for uncollectibles.

4. Capital assets

Capital assets, which include land, buildings and improvements, equipment, and infrastructure assets (e.g., roads and
bridges), are reported in the government-wide financial statements. Capital assets (except for grant assets with lower
thresholds) are defined as assets with a cost of $5,000 or more. Infrastructure assets include County-owned roads and
bridges. Capital assets are recorded at historical costs if purchased or constructed.

In the case of the initial capitalization of general infrastructure assets (i.e., those reported by governmental activities),
the government chose to include all such items regardless of their acquisition date or amount. The government was able
to estimate the historical cost for the initial reporting of these assets through back trending (i.e., estimating the current
replacement cost of the infrastructure to be capitalized and using an appropriate price-level index to deflate the cost to
the acquisition year or estimated acquisition year). As the government constructs or acquires additional capital assets
each period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs which are essentially amounts spent in relation to capital assets that do not
increase the capacity or efficiency of the item or increase its estimated useful life.

Donated capital assets, donated works of art and similar items, and capital assets received in a service concession

agreement are reported at acquisition value rather than fair value.

Land and construction in progress are not depreciated. The other property, plant, equipment, and infrastructure of the
primary government are depreciated using the straight-line method over the following estimated useful lives:

Buildings and improvements 30 years
Equipment 3 - 10 years
Infrastructure 20 - 45 years

5. 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. Within this category, the County reports deferred charge on refunding and deferred pension outflows in the
government-wide statement of net position. A deferred charge on refunding results from the difference in the carrying
value of refunded debt and its reacquisition price and is and amortized over the shorter of the life of the refunded or
refunding debt. The deferred pension outflows represent pension related investment and economic/demographic losses
and pension contributions subsequent to the last measurement date.

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. Within this category, the County reports deferred ad valorem taxes receivable, taxes collected in advance of the
fiscal year they may be used to finance activities, and pension experience gains. has only one type of item, which arises
only under a modified accrual basis of accounting, that qualifies for reporting in this category. Accordingly, the item,
unavailable revenue, is reported only in the governmental funds balance sheet. The governmental funds report
unavailable revenues from property taxes, special assessments, and deferred pension inflows. These amounts are
deferred and recognized as an inflow of resources in the period that the amounts become available.

6. 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 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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7

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 County’s highest level of decision-making authority. The Commissioners Court is the highest
level of decision-making authority for the County that can, by adoption of a court order prior to the end of the fiscal
year, commit fund balance. Once adopted, the limitation imposed by the court order remains in place until a similar
action is taken (the adoption of another court order) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the County for specific purposes but do
not meet the criteria to be classified as committed. The Commissioners Court has by court order authorized the county
auditor to assign fund balance. The Commissioners Court may also assign fund balance as it does when appropriating
fund balance to cover a gap between estimated revenue and appropriations in the subsequent year’s appropriated budget.
Unlike commitments, assignments generally only exist temporarily. In other words, an additional action does not
normally have to be taken for the removal of an assignment. Conversely, as discussed above, an additional action is
essential to either remove or revise a commitment.

The County has adopted a minimum fund balance policy as follows:

General Fund — Unassigned fund balance of approximately 18 —25% of current year budgeted expenditures.
Road and Bridge Funds — Assigned fund balance of approximately 18 —25% of current year budgeted expenditures.
Debt Service Fund — Restricted fund balance and deferred inflows of tax revenues of approximately 18 — 25% of
the following year’s debt service requirements.

I.  Revenues and expenditures/expenses

1

Program revenues

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

Property taxes

The appraisal of property within the County is the responsibility of the Colorado County Appraisal District as required
by legislation passed by the Texas Legislature. The Appraisal District is required under such legislation to assess all
property within the Appraisal District on the basis of 100% of its appraised value and is prohibited from applying any
assessment ratios. The value of property within the appraisal district must be reviewed every five years; however, the
county may, at its own expense, require annual reviews of appraised values. The County may challenge appraised values
established by the appraisal district through various appeals and, if necessary, legal action.

The County's property tax is levied and recorded as a receivable each October 1, on the assessed value listed as of the
prior January 1, for all real and business property located in the County. Taxes are delinquent on February 1 following
the October 1 levy date. A statutory lien becomes effective on all property with unpaid taxes as of January 1 of the year
following the assessment. The County is prohibited from using taxes collected between October 1 and December 31
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until the first day of the budget year for which the taxes are levied. As a result, taxes collected between these dates are
shown as restricted cash and deferred revenue on the balance sheets of the General and Debt Service Funds.

3. Compensated absences
Vacation
The County’s policy permits employees to accumulate earned but unused vacation 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. The liability for compensated absences includes salary-
related benefits, where applicable.

Sick Leave

Accumulated sick leave lapses when employees leave the employ of the County and, upon separation from service, no
monetary obligation exists.

Liabilities for compensated absences are liquidated by the General fund and the four Road and Bridge funds.

II. Reconciliation of government-wide and fund financial statements

Explanation of certain differences between the governmental fund balance sheet and the government-wide statement
of net position

The governmental fund balance sheet includes a reconciliation between fund balances for total governmental funds and
net position as reported in the government-wide statement of net position. The details of the difference are as follows:

Court fines receivable are unavailable to pay for current period expenditures.

Deferred fines and fee revenue

County clerk fines $ 255943
District clerk fines 427,319
Justice of peace fines 736.455

$ 1.419.717

III. Stewardship, compliance, and accountability
Excess of expenditures over appropriations

The following funds had excess of expenditures over appropriations for personnel services within a department or for a

department/fund:
General Fund
District Clerk - Personnel services $ (262)
Health and Welfare - Septic System - Food Plain - Pers services (28)
Health and Welfare - Contact Services (11,003)
Road and Bridge Precinct Number 2 (130,707)
Election Services Contract - Personnel services (80)
$ (142,080)
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IV. Detailed notes on all activities and funds

A.

Cash deposits with financial institutions

Custodial Credit Risk — Deposits. In the case of deposits this is the risk, that in the event of a bank failure, the County’s
deposits may not be returned to it. The County requires all deposits to be covered by Federal Depository Insurance
Corporation (FDIC) insurance and/or collateralized by qualified securities pledged by the County’s depository in the
County’s name and held by the depository’s agent.

State statutes require that all deposits in financial institutions be fully collateralized by U.S. Government obligations or
its agencies and instrumentalities or direct obligations of Texas or its agencies and instrumentalities that have a fair value
of not less than the principal amount of the deposits. The County’s deposits, including certificates of deposit, were fully
insured, or collateralized as required by the state statutes at December 31, 2020. At year end, the carrying amount of the
County's deposits was $17,878,494 (including $2,589,894 restricted and $4,415,741 in agency funds) and the respective
bank balance was $18,607,682. The bank balance was collateralized with securities held by the pledging financial
institution's agent in the County's name. At year end, the County's depository had pledged securities, with a par value of
$26,577,118 and fair value of $28,656,940.

Investments

State statutes, County bond ordinances and Commissioners Court orders authorize the County’s investments. Although
the County was actively investing during the year, there were no investments at December 31, 2020. The County has
elected to disclose the various investment risks it is exposed to along with deposit risk.

Interest Rate Risk. — In accordance with its investment policy, the County manages its exposure to declines in fair value
by limiting the weighted average maturity of its portfolios as follows:

Operating portfolio - less than 270 days.

Surplus funds portfolio — up to 5 years.

Construction and capital improvements portfolios — up to 5 years.
Special revenue fund portfolios — up to 2 years.

Registry and state agency funds — up to 90 days.

Credit Risk — The County’s investment policy limits investments as described previously in Note [.H.2.

Concentration of Credit Risk — With the exception of U.S. Government securities (100%), as authorized, and authorized
local government investment pools (up to 60%), no more than 50% of the total investment portfolio may be invested in
any one security type or with a single financial institution. Investments in money market mutual funds are limited to
10% of the County’s total portfolio.

Custodial Credit Risk — Investments. For an investment, this is the risk that, in the event of a failure of the counterparty,
the County will not be able to recover the value of its investments or collateral securities that are in the possession of the
outside party.

Receivables

Governmental fund type receivables consist of amounts due for property taxes or amounts due for services (net of
allowance for uncollectibles). Any portion of receivables that does not meet the criteria for revenue recognition is
recorded as deferred revenue.

Concentrations of Credit Risk. - Governmental fund type accounts and taxes receivable are due from citizens and

businesses within the County's boundaries. Risk of loss is immaterial due to wide dispersion of receivables and because
of policies which address procedures for approving credit and filing property tax liens.
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Receivables for individual major funds and nonmajor funds in the aggregate at December 31, 2020 were as follows:

Major Fund Non-Major
General Funds Total

Taxes receivable $ 6,774,873 $ 2,901,439 $ 9,676,312
Accounts receivable 1,052,733 6,994 1,059,727
Allowance for uncollectible accounts (466,321) - (466,321)
586,412 6,994 593,406

Fines receivable 8,424,654 262,332 8,686,986
Allowance for uncollectible accounts (3,828,377) (193,989) (4,022,366)
4,596,277 68,343 4,664,620

Total $ 11,957,562 $ 2,976,776 $ 14,934,338

Governmental Activities and governmental funds report deferred inflows of resources in connection with receivables for
revenues that are not considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not yet earned. At the end of the
current fiscal year, the various components of unavailable revenue and deferred revenue reported in governmental
activities and governmental funds were as follows:

Unavailable Deferred Difference
Governmental Activities
Deferred pension and OPEB inflows $ - $ 2,571,558 $ (2,571,558)
General Fund
Ambulance receivable 472,378 - 472,378
Fines and fees receivable 1,351,375 - 1,351,375
Taxes collected in advance 2,814,205 2,814,205 -
Current ad valorem taxes receivable 6,759.761 6,393,588 366,173
11,397,719 9,207,793 2,189,926
Non-M ajor Funds
Fines and fees receivable 68,342 - 68,342
Taxes collected in advance 1,191,079 1,191,080 (1)
Current ad valorem taxes receivable 2,894,171 2.706,608 187,563
4,153,592 3,897.688 255,904
Total $ 15,551,311 $ 15,677,039 $ (125,728)

The current ad valorem taxes receivable represents taxes levied on October 1 to be used to finance activities for the
following fiscal year beginning on January 1.

D. Capital assets

Capital assets are recorded at cost; donated capital assets, works of art and similar items, and capital assets received in a
service concession arrangement are reported at acquisition value rather than fair value. In accordance with GASB-34,
depreciation policies were adopted to include useful lives and classification by function. Infrastructure assets are listed
at estimated or actual historical costs. General capital assets are not capitalized in the funds used to acquire or construct
them. Instead, capital acquisition and construction are reflected as expenditures in governmental funds, and the related

assets are reported in governmental-type activities.
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The County uses the following criteria to classify capital assets:

Useful life exceeds one year, and cost equals $5,000 or more for assets acquired by governmental funds.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized.

Depreciation and amortization of capital assets are estimated using the straight-line method over estimated useful
lives and are charged as an expense against operations. Accumulated depreciation and amortization are reported for
governmental activities.

The following is a summary of capital asset activity for the year ended December 31, 2020:

Transfers and
Balance Completed Balance
12/31/19 Additions Retirements Construction 12/3020
GOVERNMENTAL ACTIVITIES :
Capital assets, not being depreciated:
Land s 504,022 $ 22,000 $ - S - S 526,022
Total capital assets not being depreciated 504,022 22,000 - - 526,022
Capital assets, being depreciated
Buildings and imp 25,239,100 26,360 - - 25,265,460
Equipment 12,525,390 1,489,156 (548,356) - 13,466,190
Infrastructure 96,851,765 770,144 (332,505) - 97,289,404
Total capital assets being depreciated 134,616,255 2,285,660 (880,861) - 136,021,054
Less accumulated depreciation for:
Buildings and imp: s (13,735,643) (787,494) - - (14,523,137)
Equipment (8,996,758) (825,899) 527,661 - (9,294,996)
Infrastructure (88,909,061) (621,979) 249,722 - (89,281,318)
Total accumulated depreciation (111,641,462) (2,235,372) 777,383 - (113,099,451)
Total capital assets being depreciated, net 22,974,793 50,288 (103,478) 3 22,921,603
Governmental activities capital assets, net $ 23,478,815 $ 72,288 $ (103,478) $ - S 23,447,625

Depreciation expense was charged to governmental activities functions/programs of the primary government as

follows:

Functions/Programs
General Administration $ 523,431
Public Safety 590,580
Judicial 6,764
Health & Welfare 972
Public Transportation 1,113,625

$ 2,235,372
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E. Pension liability

Texas County and District Retirement System (TCDRS)

1.

Plan Description.

The County provides retirement, disability, and death benefits for all of its full-time employees through a
nontraditional defined benefit plan in the state-wide Texas County and District Retirement System (TCDRS). The
Board of Trustees of TCDRS is responsible for the administration of the statewide agent multi-employer public
employee retirement system consisting of nontraditional defined benefit pension plans. TCDRS in the aggregate
issues a comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is available upon written
request from the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas, 78768.

The plan provisions are adopted by the County commissioners' court, within the options available in the state statutes
governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with 8 or more years of service or with
20 years regardless of age or when the sum of their age and years of service equals 75 or more. Members are vested
after 8 years but must leave their accumulated contributions in the plan to receive any employer-financed benefit.
Members who withdraw their personal contributions in a lump-sum are not entitled to any amounts contributed by
their employer.

Benefit amounts are determined by the sum of the employee's contributions to the plan, with interest, and employer-
financed monetary credits. The level of these monetary credits is adopted by the County commissioners' court within
the constraints imposed by the TCDRS Act so that the resulting benefits can be expected to be adequately financed
by the employer's commitment to contribute. At retirement, death, or disability, the benefit is calculated by
converting the sum of the employee's accumulated contribution and the employer-financed monetary credits to a
monthly annuity using annuity purchase rates prescribed by the TCDRS Act.

Benefits.

TCDRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing body
of the County, within the options available in the state statutes governing TCDRS.

At the December 31, 2019 valuation and measurement date, the following employees were covered by the benefit
terms:

Inactive employ ees (or their beneficiaries) currently receiving

benefits 84
Inactive employ ees entitled to but not yet receiving benefits 207
Active employ ees 197

488

Contributions.

The contribution rate for employees in TCDRS is 7% of employee gross earnings, and the County percentage is
12.00%, both as adopted by the governing body of the County. Under the state law governing TCDRS, the
contribution rate for each County is determined annually by the actuary, using the Entry Age Normal (EAN)
actuarial cost method. The actuarially determined rate for the year ended December 31, 2020 was 10.98% and is the
estimated amount necessary to finance the cost of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability.

The County's contributions to TCDRS for the year ended December 31, 2020, were $928,353 or $22,005 in excess
of the required contributions of $906,348. County pension contributions are made by the General Fund, Road and

Bridge Precinct Funds Nos. 1, 2, 3, and 4, Election Services Contract Fund, Security Fund, and County Attorney
Salary Supplement Fund.

Net Pension Liability.

The County's Net Pension Liability (NPL) was measured as of December 31, 2019, and the Total Pension Liability
(TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of that date.
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The long-term expected rate of return on pension plan investments was determined using a building-block method
in which best estimate ranges of expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Geometric Real
Rate of Return
Target (Expected minus
Asset Class Benchmark Allocation Inflation)
US Equities Dow Jones U.S. Total Stock Market Index 14.50% 5.20%
Cambridge Associates Global Private Equity &
Private Equity Venture Capital Index 20.00% 8.20%
Global Equities M SCI World (net) Index 2.50% 5.50%
International Equities - Developed M SCI World Ex USA (net) Index 7.00% 5.20%
International Equities - Emerging MSCI EM Standard (net) Index 7.00% 5.70%
Investment-Grade Bonds Bloomberg Barclays U.S. Aggregate Bond Index 3.00% -0.20%
Strategic Credit FTSE High-Yield Cash-Pay Capped Index 12.00% 3.14%
Direct Lending S&P/LSTA Leveraged Loan Index 11.00% 7.16%
Distressed Debt Cambridge Associates Distressed Securities Index 4.00% 6.90%
REIT Equities 67% FTSE NAREIT Equity REITs Index + 33%
S&P Global REIT (net) Index 3.00% 4.50%
Master Limited Partnerships (MLPs) Alerian MLP Index 2.00% 8.40%
Private Real Estate Partnerships Cambridge Associates Real Estate Index 6.00% 5.50%
Hedge Funds Hedge Fund Research, Inc. (HFRI) Fund of
Funds Composite Index 8.00% 2.30%

100.00%
—_—

5. Discount Rate

The discount rate used to measure the Total Pension Liability (Asset) was 8.1%. The projection of cash flows used
to determine the discount rate assumed that employee and employer contributions will be made at the rates specified
in statute. Based on that assumption, the pension plan's Fiduciary Net Position was projected to be available to make
all projected future benefit payments of current active and inactive employees. Therefore, the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the
Total Pension Liability (Asset).
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6. Changes in the Net Pension Liability

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (©
Balance at 12/31/2018 $ 30,253,768 $ 26,859,350 $ 3394418
Changes for the year:
Service cost 875414 - 875,414
Interest on total pension liability 2,477,862 - 2,477,862
Effect of plan changes 151,471 - 151,471
Effect of economic/demographic gains or losses 55,941 - 55,941
Effect of assumptions changes or inputs - - -
Refund of contributions (168,696) (168,696) -
Benefit payments (929,272) (929,272) -
Administrative expense - (24,079) 24,079
Member contributions - 528,707 (528,707)
Net investment income - 4,410,498 (4,410,498)
Employer contributions - 906,348 (906,348)
Other - 15,943 (15,943)
Net changes 2,462,720 4,739,449 (2,276,729)
Balance at 12/31/2019 $ 32,716,488 $ 31,598,799 $ 1,117,689

7. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the County, calculated using the discount rate of 8.1%, as well as
what the County's net pension liability would be if it were calculated using a discount rate that is 1 percentage point
lower (7.1%) or 1 percentage point higher (9.1%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
7.1% 8.1% 9.1%
Total Pension Liability $ 3,670,217 $ 32,716,488 $29,328,546
Fiduciary Net Position 31,598,799 31,598,799 31,598,799
Net Pension Liability / (Asset) $  (27928,582) $ 1,117,689 $ (2,270,253)

8. Pension Plan Fiduciary Net Position

Detailed information about the pension plan's Fiduciary Net Position is available in a separately-issued TCDRS
financial report. That report may be obtained on the Internet at www.tcdrs.org.
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9.  Pension Expense and Deferred Outflows and Inflows of Resources Related to Pensions

For the year ended December 31, 2020, the County recognized pension expense of $923,627. At December 31,
2020, the County reported deferred outflows and inflows of resources related to pensions from the following sources:

Amount Balance of Balance of
Origmnal Recognized in Deferred Deferred
Original Date Recognition 1230/19 Inflows Outflows
Amount Established Period Expense 12312019 127312019
Investment (gains) or losses
s (2,221,828) 127312019 50 $  (444366) S 1777462 s -
2,703,865 127312018 50 540,773 - 1,622,319
(1,506,369) 12312017 50 (301.274) 602,547 -
165,022 123312016 50 33,004 - 33,005
1,873,036 12312015 50 374,607 -
Economic/demographic (gains) or losses
55,941 12312019 4.0 13,985 - 41,956
(184,870) 12312018 4.0 (46,218) 92,434 -
(304,240) 12312017 40 (76,060) 76,060
(5,710) 12312016 40 (1,428) -
(321,956) 123312015 40 -
Assumptions changes or inputs
12312019 4.0
- 127312018 4.0 - - -
140,390 127312017 40 35,098 - 35,097
- 127312016 4.0 - -
259,033 127312015 40
Employer ibutions made sub to date 928,353

S 128,121 $ 2,548,503 $ 2,660,730

$928,353 reported as deferred outflows of resources related to pensions resulting from contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability for the year ending December
31, 2020. Other amounts reported as deferred outflows and inflows of resources related to pensions will be
recognized in pension expense as follows:

Year Ended December 31,

2020 $ (245.058)
2021 (237,097)
2022 110,393
2023 (444,364)
2024 -
Thereafter -

$ (816,126)

F. Other postemployment benefit (OPEB) obligations
Colorado County Retiree Health Care Plan

Plan Description. The Colorado County Retiree Health Care Plan is not a formal document detailing the specific terms
of the plan but is a substantive plan - loosely defined as the benefits covered by the plan as understood by the employer
and plan members at the time of each actuarial valuation. Detailed information about the Plan may be obtained from the
County Auditor, 318 Spring St., Suite 104, Columbus, Texas 78934.

Plan Eligibility. Permanent full-time employees who retire drawing a monthly county pension from the Texas County
& District Retirement System (TCDRS) are eligible to participate in the Texas<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>