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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Rio Grande Council of Governments

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Rio Grande Council of Governments, as of and for the
year ended September 30, 2024, and the related notes to the financial statements, which collectively comprise the
Rio Grande Council of Governments’ basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Rio Grande Council of Governments, as of September 30, 2024, and
the respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States (Government Auditing Standards). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are required to be independent of the Rio Grande Council of Governments and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Rio Grande Council of Governments’ ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Rio Grande Council of Governments’ internal control. Accordingly, no such opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Rio Grande Council of Governments’ ability to continue as a going concern for a
reasonable period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, the budgetary comparison information, and pension information on pages 7 through 16 and 71 through
77, respectively, be presented to supplement the basic financial statements. Such information is the responsibility
of management and, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with GAAS, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Rio Grande Council of Governments’ basic financial statements. The accompanying combining and individual
nonmajor fund financial statements and the schedule of expenditures of federal and state awards, as required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and the Texas Grant Management Standards, are presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with GAAS. In our opinion, the combining and individual nonmajor fund financial statements and the
schedule of expenditures of federal and state awards are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the Budgetary Comparison for the Health and Human Services Commission, Schedule of Indirect Costs,
and Schedule of Fringe Benefits, but does not include the basic financial statements and our auditor’s report
thereon. Our opinion on the basic financial statements do not cover the other information, and we do not express
an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our
report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 13, 2025 on our
consideration of the Rio Grande Council of Governments’ 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 Rio Grande
Council of Government’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 Rio Grande Council
of Governments’ internal control over financial reporting and compliance.

Ytamw Rddtet cttonson [ LCo

Gibson Ruddock Patterson LLC
El Paso, Texas
June 13, 2025
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Management Discussion and Analysis

As management of the Rio Grande Council of Governments, we offer readers of the
Council’s financial statements this narrative overview and analysis of the financial activities
of the Council for the fiscal year ended September 30, 2024. We encourage readers to
consider the information presented here in conjunction with all the information presented in
the audit report.

Financial Highlights

e The assets of Rio Grande Council of Governments exceeded its liabilities as of
September 30, 2024 by $1,882,230 (net position). Of this amount, $987,693
(unrestricted net position) may be used to meet the Council's ongoing obligations.

e The Council’s total net position decreased by $638,807.

e As of the close of the current fiscal year, Rio Grande Council of Governments’
governmental funds reported combined ending fund balances of $871,675 an increase
of $53,704 in comparison with prior year.

Overview of the Financial Statements

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

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

The Statement of Net Position presents information on all of the Council’s assets and
deferred outflows of resources and liabilities and deferred inflows of resources, with the
difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the position of the Council is improving
or deteriorating.

The Statement of Activities presents information showing how the Council’s net position
changed during the fiscal year. All changes in net position are reported when the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in the statement for some items that will only result in
cash flows in the future fiscal periods (e.g., earned but unused compensated absences).



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 Council, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

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

Because the focus of governmental funds is narrower than that of the government-wide
financial statements it is useful to compare the information presented for governmental 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 funds balance sheet and
the governmental funds statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Council maintains two types of governmental funds: general and special revenue.
Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances.

The governmental fund financial statements include those found on Exhibits C-1 and C-3.

Proprietary Funds — The Council maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The Council uses enterprise funds to account for
its contracts and Aging to Perfection Expo. The internal service fund is used as an accounting
device to accumulate and allocate printing and related supplies costs.

Proprietary fund financial statements provide the same type of information as the
government-wide financial statements, only in more detail. The proprietary fund financial
statements provide separate information for the contracts and Aging to Perfection Expo.

The proprietary fund financial statements include those found on Exhibits D-1, D-2, and D-3.

Fiduciary Funds — The Council serves in a fiduciary role for certain funds and is responsible
for ensuring that assets reported in these funds are used for the intended purpose. The
fiduciary activities are reported in a separate statement of fiduciary net position and a
statement of changes in fiduciary net position. The activities of the Local Government
Corporation agreement are reported here. Fiduciary fund financial statements include those
found on Exhibits E-1 and E-2.

Notes to the Basic 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.
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Required Supplementary Information — A comparison between budget and actual amounts
is included for the COG’s adopted general fund budget, which is located on Exhibit F-1 and
accompanying notes. Information regarding Texas County and District Retirement System is
located on Exhibits F-2 and F-3 and accompanying notes.

Supplementary and Other Information — In addition to the basic financial statements and
accompanying notes, this section of the financial statements presents combining fund
statements and other schedules that further support or add to the information in the financial
statements. The combining fund statements for non-major funds are located on Exhibits G-1
and G-2, of this report and the other information on Exhibits H-1, H-2, and H-3.

Government — wide financial analysis
As noted earlier, net position may serve over time as a useful indicator of a government’s

financial position. In the case of Rio Grande Council of Governments, assets exceeded
liabilities by $1,882,230 as of September 30, 2024.

RIO GRANDE COUNCIL OF GOVERNMENTS' NET POSITION

Governmental Business-Type
Activities Activities Total
2024 2023 2024 2023 2024 2023
Current and other assets $ 3,130,735 $ 3,225,968 $ 342,218 $ 341,098 $ 3,472,953 $ 3,567,066
Capital assets 1,864,990 2,824,294 - - 1,864,990 2,824,294
Net Pension Asset 64,096 - - - 64,096 -
Total Assets 5,059,821 6,050,262 342,218 341,098 5,402,039 6,391,360
Deferred outflows of
resources 313,336 478,498 - - 313,336 478,498
Total Deferred
Outflows 313,336 478,498 - - 313,336 478,498
Current liabilities 2,503,672 2,631,467 41,233 62,614 2,544,905 2,694,081
Due in more than one
year 1,232,106 1,587,942 - - 1,232,106 1,587,942
Total Liabilities 3,735,778 4,219,409 41,233 62,614 3,777,011 4,282,023
Deferred inflows of
resources 56,134 66,798 - - 56,314 66,798
Total Deferred
Inflows 56,134 66,798 - - 56,134 66,798
Net position:
Investment in capital
assets 348,887 1,027,307 - - 348,887 1,027,307
Restricted 545,650 440,949 - - 545,650 440,949
Unrestricted 686,708 774,297 300,985 278,484 987,693 1,052,781
Total Net
Position 1,581,245 $2.242.553 $ 300,985 $ 278484 $ 1,882,230 $2,521,037
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Analysis of the Council’s Operations — The following table provides a summary of the
Council’s operations for the year ended September 30, 2024.

RIO GRANDE COUNCIL OF GOVERNMENTS' CHANGES IN NET POSITION

Governmental Business-Type Total
Activities Activities
2024 2023 2024 2023 2024 2023
Revenue:
Program Revenues:
Charges for services $ 589,243 $ 579,163 256,529 210,408 $ 845,772 $ 789,571
Operating grants and
Contributions 10,640,502 8,480,170 7,913 - 10,648,415 8,480,170
Capital grants and
Contributions 167,399 919,586 - - 167,399 919,586
Investment earnings 4,687 2,003 - - 4,687 2,003
Total revenues 11,401,831 9,789,430 264,442 210,408 11,666,273 10,191,330
Expenses:
General government 118,951 131,646 - - 118,951 131,646
Emergency
communications 2,504,843 900,692 - - 2,504,843 900,692
Aging 7,487,320 6,563,874 - - 7,487,320 6,563,874
Environmental
quality 169,129 147,328 - - 169,129 147,328
Water quality 223,060 455,349 - - 223,060 455,349
Homeland security 245,204 229,739 - - 245,204 229,739
Criminal justice 137,479 181,187 - - 137,479 181,187
Economic dev. 69,142 113,842 - - 69,142 113,842
Workforce 81,355 70,575 - - 81,355 70,575
Energy Conservation 13,235 - - - 13,235 -
Mediation 307,665 249,674 - - 307,665 249,674
Interest on debt 59,852 67,512 - - 59,852 67,512
Professional Services - - 187,699 163,388 187,699 163,388
Event Coordinator - - 49,813 39,021 49,813 39,021
Total expenses 11,417,235 9,111,418 237,512 202,409 11,654,747 9,313,827
Increase(decrease) in net
position before transfers /
special items (15,404) 869,504 26,930 7,999 11,526 877,503
Transfer in (out) 4,429 4,431 (4,429) (4,431) - -
Special item - loss on
disposal of capital
asset (650,333) - - - (650,333) -
Increase(decrease) in net position (661,308) 873,935 22,501 3,568 (638,807) 877,503
Net position, beginning 2,242,553 1,368,618 278,484 274,916 2,521,037 1,643,534
Net position, ending $ 1,581,245  § 2,242,553 300,985 278,484 $ 1,882,230 $ 2,521,037

Governmental activities decreased the Council’s net position by $661,308 primarily due to
the Council transferring equipment to a local law enforcement agency as part of the
Homeland Security grant agreement. The business-type activities net position increased by
$22,501 for a total net position of $300,985. The increase was mostly related to new contract

opportunities.
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Financial Analysis of Government’s Funds

Governmental funds — The focus of Rio Grande Council of Governments’ governmental
fund statements is to provide information on near-term inflows, outflows, and balances of
spending resources. Such information is useful in assessing the Council’s 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.

At the end of the current fiscal year, Rio Grande Council of Governments’ governmental
funds reported a combined ending fund balance of $871,675. (Exhibit C-1)

The General fund balance increased from $395,084 to $397,730 primarily due to less
operating expenditures. In FY 2024, the HHSC grant funding increased by $918,189 due
higher community participation. The CSEC grant funding increased by $1,271,612 due to
the aerial map imaging project that was completed in FY 2024. The Texas Water
Development Board Fund decreased by $230,705 due to timing of the water project phase.

In FY 2024, the Council experienced increases and decreases in funding in State and
Federally funded programs. As a result, intergovernmental revenues increased by $1,305,988
compared to prior year.

Governmental Funds Expenditures by Function

Homeland Security Criminal Justice Economic State Energy Conservation
3% Development 0.1%
Water Quality 1% Workforcel;ommission
2% Mediation
3
Environmental / % o
Quality Government
2% 1%

Emergency
Communications
20%

Aging
66%
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Capital Assets

The Rio Grande Council of Governments’ investment in capital assets for its governmental
activities as of September 30, 2024, amounts to $1,864,990 (net of accumulated depreciation
and amortization). This investment in capital assets includes furniture, fixtures and
equipment, right-to-use lease assets and subscription based information technology
arrangements. During FY 2024, the Council transferred various capital assets to a local law
enforcement agency as anticipated with the Homeland Security grant.

RIO GRANDE COUNCIL OF GOVERNMENTS' CAPITAL ASSETS

Governmental Activities

2024 2023
Furniture and fixtures $ 159,314 $ 159,314
Equipment 1,758,080 2,420,469
Less: accumulated depreciation (1,568,507) (1,552,476)
Right-to-use Lease Assets 1,646,333 1,625,509
Less: accumulated amortization (487,504) (328,706)
Subscription based information
technology arrangements 643,094 643,094
Less: accumulated amortization (285,820) (142,910)
Capital assets, net $ 1,864,990 $ 2,824,294

Additional information on the Council’s capital assets can be found in the Notes to the Basic
Financial Statements.
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Debt

During the fiscal year ending September 30, 2024, total principal and interest paid by the
Council for leases was $137,962 and $50,593 respectively.

Future debt service requirements for Right-to-Use Lease are as follows:

Year Ending Principal Interest Total
September 30, p Requirements
2025 $ 139,140 $ 45,692 $ 184,832
2026 143,493 40,029 183,523
2027 139,322 34,383 173,705
2028 146,324 28,663 174,987
2029 157,199 23,222 180,421
2030-2032 480,125 30,182 540,307
Total $1,205,603 $202,172 $1,407,775

During the fiscal year ending September 30, 2024, total principal and interest paid by the
Council for SBITA was $71,733 and $9,259 respectively.

Future debt service requirements for SBITA is as follows:

Year Ending Principal Interest Total
September 30, p Requirements
2025 $ 74,655 $ 6,336 $ 80,992
2026 77,697 3,295 80,992
2027 40,028 468 40,496
Total $192,380 $10,099 $202,480
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Budgetary Highlights

The Council’s Board approves a financial plan for revenues and expenditures in all funds.
Although the financial plans are reviewed and approved by the Council’s Board, they are not
considered legally adopted budgets or appropriations, except for the budget for the General
Fund which is legally adopted. Accordingly, the comparative budget and actual results for
the General Fund is included on Exhibit F-1.

The Council did not amend its general fund throughout the course of the year, therefore
budgeted expenditures remained the same.

The approved original budget of the Council lists fund expenditures and offsetting indirect
costs as separate line items. However, in accordance with the financial statement
presentation, these line items are combined in the budget to actual schedule showing net
expenditures. The final variance shows actual expenditures over budgeted expenditures by
$3,970. This was mainly a result of the transfer in from the business type activities, which
offset the expenditure. The general fund ended up with a $2,646 increase in fund balance.

Economic Outlook

Historically, the Rio Grande Council of Governments has received the majority of its funding
from federal and state programs. In fiscal year 2024, federal funds comprised 60% of the
total budget, while state funds accounted for 27%. For fiscal year 2025, the Council
anticipates that federal funding will increase to 66% of the total budget, while state funding
will decrease to 18%. Despite the higher proportion of federal funds, the overall FY 2025
budget reflects a 26% reduction compared to FY 2024. This decrease is primarily due to the
expiration of American Rescue Plan funds, which were awarded during the pandemic. The
decline in state funding is largely attributed to the conclusion of a one-time large contractual
purchase made through the Commission on State Emergency Communications in FY 24.
Overall, the Council expects reduced funding in FY 2025. However, the organization
anticipates the potential to administer new programs during the year, contingent upon the
availability of funding.

Request for information

The financial report is designed to provide a general overview of the Rio Grande Council of
Governments’ finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the office of the
Finance Director, Rio Grande Council of Governments, 8037 Lockheed Dr., Suite 100, El
Paso, Texas 79925-2400.
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EXHIBIT E-1
RIO GRANDE COUNCIL OF GOVERNMENTS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
SEPTEMBER 30, 2024

Custodial Fund
ASSETS
Due from Other Funds $ 355,864
Total Assets $ 355,864
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 80,302
Total Liabilities $ 80,302
NET POSITION
Restricted for Other Corporation $ 275,562
Total Net Position $ 275,562
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RIO GRANDE COUNCIL OF GOVERNMENTS
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2024

Custodial Fund
ADDITIONS
Contributions 346,454
Total Additions 346,454
DEDUCTIONS
Purchased Services 235,931
Total Deductions 235,931
Change in Fiduciary Net Position 110,523
Fund Balance - October 1 (Beginning) 165,039
Fund Balance - September 30, (Ending) 275,562
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Rio Grande Council of Governments (the Council) is a voluntary association of cities, counties,
school districts and special districts within the seven-county upper Rio Grande region. The Council
was established to assist local governments in planning for common needs, cooperating for mutual
benefit, and coordinating for sound regional development. The Rio Grande Council of Governments
is a political subdivision of the State of Texas under Article 1011(m) of Vernon’s (Texas) Annotated
Revised Civil Statutes (subsequently revised to Chapter 391 of the Texas Local Government Code.)
The Council prepares its basic financial statements in conformity with generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board and the requirements of
contracts and grants of agencies from which it receives funds.

The basic operations of the Council are financed by membership dues. The Council also receives
federal and state administered grant funds that permit the Council to undertake specific programs.
These sources of revenue are reflected in the General Fund and Special Revenue Funds of the
Statement of Revenues, Expenditures and Changes in Fund Balances.

. Reporting Entity

The Rio Grande Council of Governments is governed by a general assembly comprised of voting
representatives from each of the member governments. Any county, city, or special purpose district
within the Upper Rio Grande State Planning Region may become a member of the independent
association by passing a resolution to join the Council and paying annual dues. Each year the General
Assembly votes and appoints the Executive Board Officers and certain Directors. In FY 2024, the
Executive Board was comprised of twenty-one (21) members. The Executive Board is the policy
making and oversight body for the Council. The Council is not included in any other governmental
“reporting entity” as defined by the Governmental Standards Board (“GASB”).

In evaluating how to define the Council for financial reporting purposes, management has considered
all potential component units. The decisions to include or exclude a potential component unit in the
reporting entity were made by applying standards contained in GAAP. The most primary standard
for including or excluding a potential component unit is whether it is financially dependent on the
reporting entity. The fiscal dependency criterion also required that a financial benefit or burden
relationship be present in order for a potential component unit to be included in the financial reporting
entity. Other manifestations of the ability to exercise oversight responsibility include, but certainly
are not limited to, the selection of the governing authority, the designation of management, the ability
to materially influence operations and accountability for fiscal matters. The second standard used to
evaluate potential component units is the scope of public services. Application of this standard
entails considering whether the activity benefits the Council, or whether the activity is conducted
within the geographic boundaries of the Council and is generally available to its citizens. The third
standard involved in evaluating whether potential component units are included or excluded from the
reporting entity is the existence of special financing relationships, regardless of whether the Council
is able to exercise oversight responsibilities.

Based upon the application of these criteria, the Council has no component units.
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide and Fund 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 Council. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
include programs supported primarily by grants and other intergovernmental revenue, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

In the government-wide Statement of Net Position, both the governmental and business-type
activities columns (a) are presented on a consolidated basis by column, and (b) are reported on a full
accrual, economic resource basis, which recognizes all long-term assets and receivables as well as
long-term debt and obligations. The Council’s net position is reported in three parts: net investment in
capital assets, restricted net position, and unrestricted net position.

In addition to assets, the statement of net position reports a separate section for deferred outflows
of resources. This separate financial statement category 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/expenditures) until that time. For pensions, these deferred outflows result from pension plan
contributions made after the measurement date of the net pension liability, differences between
expected and actual experiences, changes in actuarial assumptions, and the net difference between
projected and actual investment earnings. The deferred outflows of resources related to pension
resulting from Council contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the next fiscal year. The other pension related deferred
outflows will be amortized using a systematic and rational method over a closed period.

In addition to liabilities, the statement of net position reports a separate section for deferred
inflows of resources. This separate financial statement category 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. For pensions, these deferred inflows result from differences
between expected and actual experiences and changes in actuarial assumptions. These inflows will
be amortized using a systematic and rational method over a closed period.

The fiduciary net position of the Texas County and District Retirement Systems (TCDRS) has
been determined using the flow of economic resources measurement focus and full accrual basis
of accounting. This includes for purposes of measuring the net pension liability or net pension asset,
deferred outflows of resources and deferred inflows of resources related to pensions, pension
expense, and information about assets, liabilities and additions to/deductions from TCDRS’s
fiduciary net position. The Plan’s fiduciary net position has been determined on the same basis as that
used by the Plan. Benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with the benefit terms. Investments are reported at fair value.
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The statement of activities demonstrates how other people or entities that participate in programs the
Council operates have shared in the payment of the direct costs through program revenues. The
“charges for services” column includes payments made by parties that purchase, use, or directly
benefit from goods or services provided by a given function or segment of the Council. A function is
an assembly of similar activities and may include portions of a fund or more than one fund to capture
the expenses and program revenues associated with a distinct functional activity. Direct expenses are
those that are clearly identifiable with a specific function or identifiable activity. Program revenue
includes 1) charges to customers or applicants who purchase, use, or directly benefit from goods or
services provided by a given function or segment, and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. These revenues
are subject to externally imposed restrictions to these programs. Other items not included among
program revenue are reported as general revenue.

Interfund activities between governmental funds and between governmental and proprietary funds
appear as due to/due from on the Governmental Fund Balance Sheet and Proprietary Fund Statement
of Net Position and as other resources and other uses on the Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balance and on the Proprietary Fund Statement of
Revenues, Expenses and Changes in Fund Net Position All interfund transactions between
governmental funds and between governmental and internal service funds are eliminated on the
government-wide statements.

Interfund activities between governmental funds and fiduciary funds remain as due to/due from on the
government-wide Statement of Net Position.

Separate financial statements are provided for governmental, proprietary, and fiduciary funds. The
Council considers some governmental funds as major and some enterprise funds as major and reports
their financial conditions and results of operations in separate columns in the fund financial
statements. Since the resources in the fiduciary funds cannot be used for Council operations, they are
not included in the government-wide statements.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues result from providing goods and services in connection with a proprietary fund’s principal
ongoing operations; they usually come from exchange or exchange-like transactions. All other
revenues are non-operating. Operating expenses can be tied specifically to the production of the
goods and services, such as materials and labor and direct overhead. Other expenses are non-
operating.
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements and
fiduciary fund financial statements. Revenue is recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Grants and similar items
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus, only
current assets, deferred outflows of resources, current liabilities, deferred inflow of resources, and
fund balances are included in the balance sheet. Operating statements of these funds present net
increase and decreases in current assets (i.e. revenues and other financing resources and expenditures
and other financing uses.)

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured interest and principal on
long-term debt, leases and subscription based information technology arrangements, which is
recognized when due. The expenditures related to certain compensated absences and claim and
judgments are recognized when the obligations are expected to be liquidated with expendable
available financial resources. The Council considers all revenues available if they are collectible
within one year after year-end.

Grant funds are considered to be earned to the extent of expenditures made under the provisions
of the grant. Accordingly, when such funds are received, they are recorded as unearned revenues until
related and authorized expenditures have been made. If balances have not been expended by the end
of the project period, grantors sometimes require the Council to refund all or part of the
unused amount. Grant revenue, membership dues, and interest are susceptible to accrual. All other
revenue items are considered to be measurable and available only when cash is received by the
Council.

The Proprietary Fund Types and Fiduciary Fund Types are accounted for on a flow of economic
resources measurement focus and utilize the accrual basis of accounting. This basis of accounting
recognizes revenues in the accounting period in which they are earned and become measurable and
expenses in the accounting period in which they are incurred and become measurable. Within this
measurement focus, assets, deferred outflow of resources, liabilities, and deferred inflows of
resources associated with the operation of these funds are included on the fund Statement of Net
Position. The fund equity is segregated into investment in capital assets net of related debt, restricted,
and unrestricted. Internal Service Fund revenue is recognized as expenditures are incurred and
allocated to the various funds.
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

I

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Fund Accounting

The Council reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the Council. It is used to
account for all financial resources, except those required to be accounted for in another fund.

Health and Human Services Commission Fund (Special Revenue fund) - The HHSC Fund is
used to account for federal and state grants awarded to the Council by the Texas Health and
Human Services Commission, related program income, and in-kind matching contributions.

Commission on State Emergency Communication Fund (Special Revenue fund) - The CSEC

Fund is used to account for all federal and state grants awarded to the Council by the
Commission on State Emergency Communication.

Texas Water Development Board (Special Revenue Fund) - The TWDB Fund is used to
account for all state grants awarded to the Council by the Texas Water Development Board.

The Council reports the following major proprietary fund:

Enterprise Fund - Contract Services — The Enterprise — Contract Services Fund is used to
account for vendor services provided to other governments under contract or interlocal
agreements.

Additionally, the Council reports the following fund types:

GOVERNMENTAL FUNDS:

Special Revenue Funds — The Special Revenue Funds are used to account for resources
restricted to specific purposes by a grantor or contributor. Most Federal and State financial
assistance is accounted for in a Special Revenue Fund and sometimes unused balances are
returned to the grantor at the close of specified project periods.

Debt Service Funds — These funds are used to account for resources accumulated and payments
made for principal and interest on long-term general obligation debt of governmental funds in a
Debt Service Fund. The Council has no Debt Service Funds.

Capital Projects Funds — These funds are used to account for proceeds from long-term debt
financing to be used to construct, renovate, acquire and equip buildings of the Council and pay
any associated costs. The Council has no Capital Projects Funds.

Permanent Funds — Account for donations for which the donor has stipulated that the principal
may not be expended and where the income may only be used for purposes of supporting the
Council’s programs. The Council has no Permanent Funds.
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RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

PROPRIETARY FUNDS:

Enterprise Funds - The Enterprise Funds account for activities operated and financed in a
manner similar to a private business enterprise for which periodic determination of revenue,
expenses and net income is considered desirable.

Internal Service Fund - The Internal Service Fund is used to account for financing of goods or
services provided by one department to other departments of the Council on a
cost-reimbursement basis. Since internal service funds support the operations of governmental
funds, they are consolidated with the governmental funds in the government-wide financial
statements. The expenditures of governmental funds that create the revenues of internal service
funds are eliminated to avoid “grossing up” the revenues and expenses of the Council as a whole.

FIDUCIARY FUNDS:

Private Purpose Trust Funds — This fund is used to report all fiduciary activities that are not
required to be reported in pension (and other employee benefit) trust funds or investment trust
funds and are held in a trust. The Council has no Private Purpose Trust Funds.

Pension (and Other Employee Benefit) Trust Funds — These funds are used to report fiduciary
activities for pensions plans and OPEB plans that are administered through trusts and other
employee benefit plans for which resources are held in a trust. The Council has no Pension
Trust Funds.

Investment Trust Funds — This fund is used to report fiduciary activities from the external
position of investments pools and individual investment accounts that are held in a trust. The
Council has no Investment Trust Funds.

Custodial Funds — These funds are used to report fiduciary activities that are not required to be
reported in pension (and other employee benefit) trust funds, investment trust funds, or private
purpose trust funds. The Council’s custodial fund is for the Local Government Corporation
(LGC) agreement and consists of funds that are the property of the LGC and cannot be used in the
Council for operations.

E. Other Accounting Policies

Cash

The Council's cash consists of demand deposits and interest bearing savings accounts.

For purposes of the statement of cash flows for proprietary funds, the Council considers highly liquid

investments to be cash equivalents if they have a maturity of three months or less when purchased.
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The funds of the Council must be deposited and invested under the terms of a contract, contents of
which are set out in the Depository Contract Law. The depository bank places approved pledged
securities for safekeeping and trust with the Council’s agent bank in an amount sufficient to protect
Council funds on a day-to-day basis during the period of the contract. The pledge of approved
securities is waived only to the extent of the depository bank’s dollar amount of Federal Deposit
Insurance Corporation (“FDIC”) insurance.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in
the areas of investment practices, management reports and establishment of appropriate policies.
Among other things, it requires the Council to adopt, implement, and publicize an investment policy.
That policy must address the following areas: (1) safety of principal and liquidity, (2) portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6)
maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted
maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the
Council to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of
Texas; (2) certificates of deposit, (3) certain municipal securities, (4) money market savings accounts,
(5) repurchase agreements, (6) bankers’ acceptances, (7) mutual funds, (8) investment pools, (9)
guaranteed investment contracts, (10) and common trust funds. The Act also requires the Council to
have independent auditors perform test procedures related to investment practices as provided by the
Act. However, because the Council did not have any investments during the year or at September 30,
2024, the requirement is not applicable for the fiscal year ended September 30, 2024.

Additional policies and contractual provisions governing deposits for the Council are specified below:
Credit Risk: Credit risk is not applicable to deposits.

Custodial Credit Risk: State law requires governmental entities to contract with financial institutions
in which funds will be deposited to secure those deposits with insurance or pledged securities with a
fair value equaling or exceeding the amount on deposit at the end of each business day. The pledged
securities must be in the name of the governmental entity and held by the entity or its agent. Since
the Council complies with this law, it has minimal custodial credit risk for deposits.

Concentration of Credit Risk: Concentration of credit risk is not applicable to deposits.

Interest Rate Risk: Interest rate risk is not applicable to deposits.

Foreign Currency Risk: The Council attempts to limit the risk that changes in exchange rates will
adversely affect a deposit by avoiding deposits denominated in a foreign currency.
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Receivables

Receivables in the General Fund are shown at gross value. Management believes an allowance for
doubtful accounts is not necessary for fair presentation.

Intergovernmental Receivables

Intergovernmental receivables represent amounts due from federal and state agencies and pass-
through entities for the various programs administered by the Council. The receivable includes
amounts due on programs closed-out and those in progress as of September 30, 2024. Management
believes that an allowance for doubtful accounts is not necessary for fair presentation.

Prepaid Items

Payments made to vendors for goods and services that will benefit periods beyond year-end are
classified as prepaid items.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may
result in amounts owed between funds. Those related to goods and services type transactions are
classified as “due to and from other funds.” Interfund receivables and payables between funds are
eliminated in the Statement of Net Position.

Capital Assets

Capital assets, which include furniture, fixtures and equipment and right-to-use assets, are reported in
the applicable governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial cost of more than
$5,000, unless grant agreements specify otherwise, and an estimated useful life or lease / SBITA term
in excess of one year. Furniture and fixtures and equipment are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
acquisition value on the date received.

Right-to-use assets are recorded at the present value of their future payments over the non cancelable
agreement. In a governmental fund, the full amount of the right-to-use asset is reported as an
expenditure in the year the agreement is executed. The term of the lease must be the non-cancelable
period during which the Council has the right to use the tangible assets of another entity plus any
periods in which either the lessee or the lessor has the sole option to extend the lease if it is
reasonably certain the option will be exercised plus any periods in which either the lessee or the
lessor has the sole option to terminate the lease if it is reasonably certain the option will not be
exercised by that party and must not meet the definition of a short-term lease.

44



RIO GRANDE COUNCIL OF GOVERNMENTS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Improvements are capitalized and depreciated over the
remaining useful lives of the related capital assets, as applicable.

Fumiture and fixtures and equipment are depreciated using the straight-line method over the
following estimated useful lives. Right-to-use assets are amortized in a systematic and rational
manner over the shorter of the lease term or the useful life of the underlying asset. When a lease
contains a purchase option the Council chooses to exercise, the lease asset is amortized over the
useful life of the underlying asset. The amortization expense is combined with depreciation expense
for financial reporting purposes.

Assets Years
Equipment 3-10
Furniture and fixtures 3-10

Unearned Revenue

Unearned revenue represents amounts received from grantors in excess of expenditures for programs
in progress.

Compensated Absences

The Rio Grande Council of Governments' employee vacation and sick leave policies provide for
granting vacation and sick leave with pay. Unused sick leave may be accumulated and carried
forward to subsequent years up to a maximum of 240 hours. Vacation days not used during the year
may be accumulated and carried forward to subsequent years up to a maximum of 200 hours;
however, management encourages their employees to take their vacation annually. Only unused
vacation leave is paid upon termination. All vacation pay is accrued when incurred in the
government-wide and proprietary fund statements. A liability for these amounts is reported in the
governmental funds only if they have matured, for example, as a result of employee resignations and
retirements, as it is payable within one year.
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Debt and Right-to-Use Lease Liabilities

In the government-wide financial statements, long-term debt, right-to-use lease liabilities,
subscription based information technology arrangements and other long-term obligations are reported
as liabilities in the applicable governmental activities or proprietary fund type Statement of Net
Position. When applicable, premiums and discounts are presented as a component of liabilities while
deferred losses on refundings are presented as deferred outflows of resources. Both items are deferred
and amortized over the life of the related debt using the straight line method. Long-term debt is
reported net of the applicable premium or discount. The right-to-use lease liability is reported in the
government wide statements and in proprietary fund statements, if any. The lease liability is
calculated as the present value of the reasonably certain expected payments to be made over the term
of the lease and the interest included in the lease payment is recorded as an expense. For subscription
based information technology arrangements (SBITA), the liability is reported in the government-wide
statements and in proprietary fund statements, if any. The subscription liability is calculated as the
present value of the subscription payments expected to be made during the subscription term of the
arrangement and the interest included in the subscription payment is recorded as an expense.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, new right-to-use lease arrangements and new SBITAs, during the current
period. The face amount of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while discounts on debt issuances are reported
as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures. For new right-to-use leases and SBITAs, the
initial measurement is reported in governmental fund types as another financing source during the
current period. Payments are reported as principal and interest payments during the reporting period
in the fund level statements.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pension, and pension expense, information about the Fiduciary Net
Position of the Texas County and District Retirement System (TCDRS) and additions to/deductions
from TCDRS’s Fiduciary Net Position have been determined on the same basis as they are reported
by TCDRS. For this purpose, plan contributions are recognized in the period that compensation is
reported for the employee, which is when contributions are legally due. Benefit payments and
refunds are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.
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Net Position

Net Position on the Statement of Net Position includes the following:

Net Investment in capital assets - this component of net position consists of capital assets, net
accumulated depreciation and amortization, reduced by the outstanding balances of bonds, mortgages,
notes or other borrowings that are attributable to the acquisition, construction or improvement of
those assets. Deferred outflows of resources and deferred inflows of resources that are attributable to
the acquisition, construction, leasing, or improvement of those assets or related debt will be included
in this component of net position.

Restricted for Grants — this component of net position consists of restricted assets reduced by
liabilities and deferred inflows of resources related to those assets, which are restricted by El Paso
County, Texas, Far West Texas Water Planning Group, Commission on State Emergency
Communications and other grants.

Restricted for Pension — This component of net position consists of the TCDRS net pension asset

Unrestricted net position — this component of net position is the net amount of assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the
determination of net investment in capital assets or the restricted component of net position.

When an expense is incurred for purposes for which both restricted and unrestricted net position are
available, the Council considers restricted resources to have been spent.

Fund Balance

The Council categorizes its fund balances into five classifications and in the hierarchy to which the
government is bound to honor constraints on specific purposes for which amounts in those funds can
be spent.

e Non-Spendable Fund Balance — Amounts that are not in a spendable form (such as
prepaids) or are required to be maintained intact (principle of an endowment fund, for
example).

e Restricted Fund Balance — Amounts that are restricted to specific purposes, with constraints
placed on the use of resources by (a) external creditors, grantors, contributors, or laws or
regulations of other governments; or (b) imposed by law through constitutional provisions or
(c) enabling legislation. Restrictions may be changed or lifted only with consent of the
resource providers.
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e Committed Fund Balance — Amounts that are restricted for purposes which the Board of
Directors, the Council’s highest level of decision-making authority has designated their use.
These amounts are committed through a formal resolution, requiring funds to be used only
for specific purposes. Commitments may only be imposed, changed, or lifted by the Board of
Directors thru adoption of a resolution.

e Assigned Fund Balance — Amounts the Council intends to use for expendable or available
for appropriation but has been tentatively earmarked for some specific purpose. Intent can be
expressed by the Executive Director or the Finance Director as named in the fund balance
policy approved by the Board on August 19, 2011 thru resolution.

e Unassigned Fund Balance — The residual classification for the general fund and includes
amounts that are not contained in the other classifications. Unassigned amounts are the
portion of the fund balance which is not obligated or specifically designated and is available
for any purpose. Positive amounts are reported only in the general fund.

Order of Use of Fund Balances

When an expenditure is incurred for purposes for which both restricted and unrestricted (committed,
assigned, or unassigned) fund balance is available, the Council considers restricted funds to have been
spent first. When an expenditure is incurred for which committed, assigned, or unassigned fund
balances are available, the Council considers amounts to have been spent first out of committed
amounts, followed by assigned amounts, and then unassigned amounts when expenditures are
incurred for purposes of which amounts in any of those unrestricted fund balance classifications could
be used, unless the Board of Directors have provided otherwise in its commitment or assignment
actions.

Revenue

The major sources of revenue are membership dues, intergovernmental revenue and grants, charges
for services, and program income and other revenue as discussed below:

a. Membership Dues - All member governments are required to pay dues to the Council. Dues are
determined annually and are recognized as revenue when assessed because they are measurable
and are collectible within the current period.

Dues are reported in the General Fund and transferred to the Special Revenue Funds as needed to
meet matching requirements of the grants.
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b. Intergovernmental Revenue and Grants - Federal and State Grant Revenue is recognized when
program expenditures are incurred in accordance with program guidelines. Such revenue is
subject to review by the funding agency and may result in disallowance in subsequent periods.
State grant revenue for the Council includes receipt of surcharge fees, service fees, and wireless
fees from the Commission on State Emergency Communications for use in providing 9-1-1
services within its jurisdiction.

c. Charges for Services — Charges for services are recognized in the period in which they are
earned.

d. Program Income and Inkind
Local Contributed Cash - Contributions to grant programs from local governments and other
participants are recognized as revenue when grant expenditures are incurred in the case of cost
reimbursement grants.

In-kind Contributed Services - Local contributions, which include contributed services provided
by individuals, private organizations, and local governments, are used to match federal funding
on various grants. Contributed services are therefore reflected as revenue and expenditures in
accordance with legal requirements of the individual grants. Such services are recorded in the
accompanying financial statements at their estimated fair value at date of receipt.

Indirect Costs

General and administrative costs are recorded in the General Fund as indirect costs in the Council’s
accounting system and allocated to programs based upon a negotiated indirect cost rate. Indirect
costs are defined by Office of Management and Budget (OMB). The Council’s indirect cost rate is
based upon the total expenditure base and is documented by a cost allocation plan which is approved
by a state cognizant agency.

Use of Estimates

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

Rio Grande Council of Governments is a member of the Texas Municipal League Intergovernmental
Risk Pool (Pool). The Pool was created and is operated under the provisions of the Interlocal
Cooperation Act, Chapter 791 of the Texas Government Code. The Pool was created for the purpose
of providing coverage against risks, which are inherent in operating a political subdivision. The
RGCOG pays annual contributions to the Pool for liability, property, and workers’ compensation
coverages and all billed contributions have been paid. The RGCOG’s agreement with the Pool
provides that the Pool will be self-sustaining through member contributions and will provide
reinsurance contracts through commercial companies. The Pool agrees to handle all eligible health,
liability, property, and workers’ compensation claims and provide any defense as necessary. The Pool
makes available to the RGCOG loss control services to assist the RGCOG in following a plan of loss
control that may result in reduced losses. The RGCOG agrees that it will cooperate in instituting any
and all reasonable loss control recommendations made by the Pool.

For the liability due to health claims and unpaid health claims, Rio Grande COG has transferred that
risk and liability to TML Health Benefits and therefore is not required to do a separate filing or
reporting in accordance with GASB. The COG has accomplished this transfer of risk by its active
membership in the Pool and by paying the normal monthly contributions.

The Pool engages the services of an independent actuary to assist in developing loss reserve amounts
and in setting rates. The Pool also engages the services of an independent auditor to conduct a
financial audit after the close of each year on September 30. The audit is accepted by the Pool's Board
of Trustees in January of the following year. The Pool's audited financial statements as of September
30, 2024, are available on the Texas Municipal League Intergovernmental Risk Pool’s website.

Commitments and Contingencies

The Council participates in numerous state and federal grant programs that are subject to audit by
various federal and/or state audit agencies. These programs have complex compliance requirements,
and should state or federal auditors discover areas of material noncompliance, those Council funds
may be subject to refund if so determined by administrative audit review. In the opinion of
administration, there are no significant contingent liabilities relating to compliance with the rules and
regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying financial statements for such contingencies.
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New GASB Statement Implemented

The Council implemented GASB No. 100, Accounting Changes and Error Corrections - an
amendment of GASB No. 62. The primary objective of this Statement is to enhance accounting and
financial reporting requirements for accounting changes and error corrections and to provide more
understandable, reliable, relevant, consistent, and comparable information for making or assessing
accountability. The implementation of this Statement did not have an impact in the presentation of
the financial statements or disclosures.
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II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
Government-Wide Statement of Net Position

Exhibit C-2 provides the reconciliation between the fund balance for total governmental funds on the
governmental fund balance sheet and the net position for governmental activities as reported in the
governmental-wide statement of net position. One element of that reconciliation explains that capital
assets are not financial resources and are therefore not reported in governmental funds. In addition,
long term liabilities, including the Council’s right-to-use lease liabilities and SBITA liabilities are not
due and payable in the current period and are not reported as liabilities in the funds.

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balance and the Government-Wide Statement of Activities

Exhibit C-4 provides a reconciliation between the net changes in fund balance as shown on the
governmental fund statement of revenues, expenditures, and changes in fund balance and the changes
in net position of governmental activities as reported on the government-wide statement of activities.
One element of that reconciliation explains that current year capital outlays and debt principal
payments are expenditures in the fund financial statements, but should be shown as increases in
capital assets and decreases in long-term debt in the government-wide statements. This adjustment
affects both the net position balance and the change in net position.

Another element of reconciliation on Exhibit C-4 is described as various other reclassifications and
eliminations necessary to convert from the modified accrual basis of accounting to accrual basis of
accounting. This adjustment is the result of reclassifying other resources, other uses and various
other items. In addition, certain pension expenditures were de-expended and the Council recorded the
pension expense of the plan. These adjustments are necessary to convert from the modified accrual
basis of accounting to the full accrual basis of accounting.
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A. Deposits

At September 30, 2024, the carrying amount of the Council’s general fund and major and nonmajor
governmental funds’ deposits (cash and interest-bearing savings accounts) was $1,946,325 and the
total bank balance was $2,061,416. FDIC insurance is applicable up to the current limit of $250,000
per official custodian and for a total of $1,250,000 at September 30, 2024. The Council’s cash
deposits at September 30, 2024 were entirely covered by FDIC insurance and pledged collateral held
by the Council’s agent bank in the Council’s name.

B. Receivables

Intergovernmental Receivables — Governmental Funds

Intergovernmental Receivables consisted of the following at September 30, 2024:

Health and
Human Commission on Texas Water Non-Major
Services State Emergency  Development  Governmental
Commission Communications Board Funds Total
Federal Grants $ 1,051,278 $ 14,981 $ - $ 111,954 § 1,178,213
State Grants / Other - 173,382 6,506 37,811 217,699
Total $ 1,051,278 $ 188,363 $ 6,506 $ 149,765 $ 1,395,912

Receivable — Governmental Funds
Accounts Receivables consisted of the following at September 30, 2024:

General Fund

City of Presidio $ 4,044
City of Socorro 4,044
Various Vendors (Kemp Smith,
Sam’s Club and others) 3,097
Total Accounts Receivable $ 11,185
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Accounts Receivable — Enterprise Funds

Accounts Receivable consisted of the following at September 30, 2024:

Major
Enterprise Nonmajor
Fund Contract  Enterprise Fund -
Services Expo Total
Professional Services $ 98,681 $ - $ 98,681
Vendor Registrations - 1,112 1,112
Total $ 98,681 $ 1,112 $ 99,793
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C. Interfund Balances and Transfers

The composition of interfund balances as of September 30, 2024 was as follows:

General Fund:
Texas Health and Human Services Commission
Commission on State Emergency Communication
Texas Water Development Board
Enterprise Fund — Contract Services
Nonmajor Governmental Funds
Nonmajor Enterprise Fund
Internal Service Fund
Custodial Fund

Total General Fund

Texas Health and Human Services Commission:
General Fund

Commission on State Emergency Communication:
General Fund

Texas Water Development Board:
General Fund

Enterprise Fund — Contract Services:
General Fund

Nonmajor Governmental Funds:
General Fund

Nonmajor Enterprise Fund - EXPO:
General Fund

Internal Service Fund:
General Fund

Custodial Fund:
General Fund
Total
55

Due from Due to
Other Funds Other Funds

$ 279,578 $ -
15,231 -

- 534,358

- 148,471

184,829 482,851

- 92,874

- 30,980

- 355,864

479,638 1,645,398

- 279,578

- 15,231
534,358 -
148,471 -

482,851 184,829
92,874 -
30,980 -
355,864 -

$ 2,125,036 $ 2,125,036
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C. Interfund Balances and Transfers (Continued)

Interfund balances resulted from loans between funds to establish working capital for various funds
and are cleared out periodically. Management intends to pay out these balances within one year
except as noted below.

Accumulated interfund receivable balances in the Enterprise Funds and the Internal Service Fund in
the amounts of $241,345 and $30,980 respectively, due from the General fund are not expected to be
repaid within one year, since the enterprise funds do not maintain separate bank accounts. Therefore,
these interfund balances are reported as noncurrent assets in the Statement of Net Position for the
proprietary funds and at the government-wide level.

During the year ended September 30, 2024, the enterprise funds (Contracted Services and Expo)

transferred a total of $4,429 to the general fund for payment of various leases for facilities and
equipment.
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D. Capital Assets

Capital asset activity for the Council for the year ended September 30, 2024, was as follows:

Governmental Activities:

Depreciable assets:
Furniture and fixtures
Equipment

Total depreciable assets

Right-to-Use Lease Assets:
Buildings
Equipment

Total Right-to-Use Lease Assets

Subscription Based Information
Technology Arrangements (SBITAs)

Less accumulated depreciation:
Furniture and fixtures
Equipment

Total accumulated depreciation

Less accumulated amortization for:
Right-to-Use Lease Assets:
Buildings
Equipment
Subscription Based Information
Technology Arrangements (SBITAs)

Total accumulated amortization

Total governmental activities
capital assets, net

Beginning Ending

Balance Increases Decreases Balance
$ 159,314 $ - 3 - $ 159,314
2,420,469 202,390 864,779 1,758,080
2,579,783 202,390 864,779 1,917,394
1,593,319 13,817 - 1,607,136
32,190 7,007 - 39,197
1,625,509 20,824 - 1,646,333
643,094 - - 643,094
117,813 14,583 - 132,396
1,434,663 215,894 214,446 1,436,111
1,552,476 230,477 214,446 1,568,507
317,871 151,582 - 469,453
10,835 7,216 - 18,051
142,910 142,910 - 285,820
471,616 301,708 - 773,324
$ 2,824,294 ($ 308,971) ($650,333) $ 1,864,990
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During the year ended September 30, 2024, the Council transferred equipment to a local law

enforcement agency as part of the Homeland Security grant agreement.

Depreciation and amortization expense was charged to functions/programs as follows:

Governmental activities:

General Government
Emergency Communications
Aging

Environmental Quality
Water Quality

Homeland Security

Criminal Justice

Economic Development
Workforce

Mediation

Total depreciation and amortization expense

E. Unearned Revenue

Unearned Revenue at September 30, 2024, resulting from program funds received in advance, was

$ 42,999
293,039
56,679

1,927

2,762

97,614

8,809

8,530

2,529

17,297

$ 53