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March 22, 2024

Members of the Legislative Audit Committee:
This report contains the results of our audit of the Statement of Federal Land Payments. This audit

was conducted pursuant to Section 2-3-103, C.R.S., which authorizes the State Auditor to conduct

audits of all departments, institutions, and agencies of state government.
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OFFICE OF THE STATE AUDITOR
KERRI L. HUNTER, CPA, CFE * STATE AUDITOR

March 22, 2024

Independent Auditor’s Report

Members of the Legislative Audit Committee:

Report on the Audit of the Statement

We have audited the accompanying Statement of Federal L.and Payments (Statement) of the State of
Colorado as of, and for the Federal Fiscal Year Ended September 30, 2023, and the related notes to

the Statement.
Opinion

In our opinion, the Statement referred to above presents faitly, in all material respects, the federal
land payments of the State of Colorado, as of, and for the Federal Fiscal Year Ended September 30,
2023, in accordance with the financial reporting provisions of the United States Department of the

Interior.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Statement section of our report. We are required to
be independent of the State of Colorado 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 opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note E of the Statement, which describes the basis of accounting. As
discussed in Note E, the Colorado Department of the Treasury prepares the Statement on the basis
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of cash disbursements made by the State of Colorado to qualified local governmental subdivisions
and in accordance with the financial reporting provisions of the United States Department of the
Interior. These practices differ from accounting principles generally accepted in the United States of
America. As a result, the Statement may not be suitable for another purpose. Our opinion is not

modified with respect to this matter.

Responsibilities of Management for the Statement

The Colorado Office of the Governor and the Department of the Treasury’s managements are
responsible for the preparation and fair presentation of the Statement in accordance with the
financial reporting provisions of the United States Department of the Interior, to demonstrate
compliance with the Department of the Interior’s regulatory basis of accounting and budget laws [43
CFR 44] and in accordance with the provisions of the October 16, 1978, Comptroller General of the
United States Decision [B-167553] and the Audit Guide for Payments in Lieu of Taxes issued by the
Department of the Interior. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of the Statement

that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Statement

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

would influence the judgment made by a reasonable user based on the Statement.
In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the Statement, 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

Statement.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Colorado Office of the Governor and Department of the

Treasury’s internal control. Accordingly, no such opinion is expressed.
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e Fvaluate 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

Statement.

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.

Restriction on Use

This report is intended solely for the information and use of the Legislative Audit Committee,
management, others within the entity, and federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other than these specified parties. However,

upon release by the Legislative Audit Committee this report is a public document.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 22,
2024, on our consideration of the Colorado Office of the Governor’s and Department of the
Treasury’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 Colorado Office of the Governor’s and Department of Treasury’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Aunditing Standards in considering the Colorado Office of the Governor’s and Department

of Treasury’s internal control over financial reporting and compliance.

Very truly yours,

Denver, CO
March 22, 2024

Colorado Office of the State Auditor
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Statement of Federal Land Payments

During the Period October 1, 2022 Through September 30,

2023 Federal Agency Making Payment and Type of Payment
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ADAMS - - - - - 226,045 - - -
ALAMOSA 17,778 - - - - 2,040 - - -
ARAPAHOE - - - - - 50,880 - - -
ARCHULETA - - - - - 390,244 - - -
BACA - - - - 7,007 668 - - -
BENT - . - . . 2,319 - . -
BOULDER 17,796 - - . - 29,492 . . .
BROOMFIELD - - - - - 32,999 - - -
CHAFFEE - 17,628 - - . 57,782 - . -
CHEYENNE - - - - - 11,677 - - -
CLEAR CREEK - - 127,417 - - 102,475 - - -
CONEJOS 48,880 21,385 - - - 822 - - -
COSTILLA 219 - - - - 3,403 - - -
CROWLEY - - - - - 4 - - -
CUSTER 17,155 18,921 - . . 1,509 . . -
DELTA 81,845 28,887 - . - 314,628 - . -
DENVER - - - - - 181,492 - - -
DOLORES 229,233 31,463 - - - 282,603 - - -
DOUGLAS 28,002 - - - . 71,377 - . .
EAGLE - . - . . 6,786 - . .
EL PASO 28,623 - - - - 89,720 - - -
ELBERT - - - - - 13,072 - - -
FREMONT - 18,112 - - . 137,601 - . -
GARFIELD - 20,408 - - - FML-DISTRICT - - -
GILPIN 8,106 - - - - 10,084 - - -
GRAND - . - . . 106,975 - . -
GUNNISON - 52,850 - - - 265,001 - - -
HINSDALE 148,412 25,972 - - - - - - -
HUERFANO 26,037 18,379 - - - FML-DISTRICT - - -
JACKSON 85,559 14,092 - . . 57,510 . . .
JEFFERSON 28,546 . - . . 172,073 - . -
KIOWA - - - - - 8,882 - - -
KIT CARSON - - - - - 2,146 - - -
LA PLATA - - - - - 669,488 - - -
LAKE - . - . . 279,174 . . -
LARIMER 138,066 22,740 - . . 204,563 - . .
LAS ANIMAS - - - - 2,223 324,839 - - -
LINCOLN - - - - - 796 - - -

Abbreviations:

FS - Forest Service

BLM - Bureau of Land Management

ONRR - Office of Natural Resources Revenue
FERC - Federal Energy Regulatory Commission
FW REF - Fish and Wildlife Refuge

REC — Recommended

AD - Adjustment

*The noted counties below have created Federal Mineral Lease Districts in accordance with Section 30-20-1302(2), C.R.S. Amounts listed in the table above for these counties do not include any distributions
directly made to a Federal Mineral Lease District. See table below for distributions made directly to Federal Mineral Lease Districts.

FEDERAL MINERAL LEASE DISTRICT REVENUE BY COUNTY - FEDERAL FISCAL YEAR 2023

GARFIELD 6,573,909

HUERFANO 12,944

MESA 1,133,116

PARK 43,064

WELD 1,715,020

TOTAL 9,478,053

**Column 15 notes any audit adjustments to the distributions made to the counties and Column 16 notes the net amount that is recommended for acceptance. As shown in Column 15, there were no audit
adjustments to the distributions made to the counties during Federal Fiscal Year 2023.
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Statement of Federal Land Payments

During the Period October 1, 2022 Through September 30,
2023 Federal Agency Making Payment and Type of Payment
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LOGAN - - - - - 28,688 - - -
MESA 72,172 31,575 - - - FML DISTRICT - - -
MINERAL 90,205 22,622 - - - - - - -
MOFFAT 20,512 - - - - 1,017,840 - - -
MONTEZUMA 57,586 41,881 - - - 1,800,754 - - -
MONTROSE - 39,869 - - - 40,909 - - -
MORGAN - - - - - 181,501 - - -
OTERO - - - - 5,883 3,206 - - -
OURAY - - - - - 30 - - -
PARK 102,948 16,149 - - - FML DISTRICT - - -
PHILLIPS - - - - - 6,945 - - -
PITKIN - - - - - 1,805 - - -
PROWERS - - - - - 1,953 - - -
PUEBLO - - - - - 19,488 - - -
RIO BLANCO 105,942 - - - - 2,469,232 - - -
RIO GRANDE 38,368 12,639 - - - 2,193 - - -
ROUTT - - - - - 60,405 - - -
SAGUACHE - 41,797 - - - 2,281 - - -
SAN JUAN 47,381 - - - - - - - -
SAN MIGUEL - 4,548 - - - 32,327 - - -
SEDGWICK - - - - - - - - -
SUMMIT - - 491,370 - - 77,770 - - -
TELLER 13,242 13,242 - - 260,304 - - -
WASHINGTON - - - - - 9,209 - - -
WELD - - - - 18,327,761 FML DISTRICT - - -
YUMA - - - - - 60,722 - - -
TOTAL 1,452,613 515,159 618,787 - 18,342,874 10,188,731 - - -

Colorado Office of the State Auditor 5



Statement of Federal Land Payments

During the Period October 1, 2022 Through September 30,
023 Federal Agency Making Payment and Type of Payment
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ADAMS - - - - 226,045 - 226,045
ALAMOSA - - - 19 19,837 - 19,837
ARAPAHOE - - - - 50,880 - 50,880
ARCHULETA - - - - 390,244 - 390,244
BACA - - - - 7,675 - 7,675
BENT - - - - 2,319 - 2,319
BOULDER - - 3,003 - 50,291 - 50,291
BROOMFIELD - - - - 32,999 - 32,999
CHAFFEE - - 1,092 - 76,502 - 76,502
CHEYENNE - - - - 11,677 - 11,677
CLEAR CREEK - - 6,710 - 236,602 - 236,602
CONEJOS - - - - 71,087 - 71,087
COSTILLA - - - - 3,622 - 3,622
CROWLEY - - - - 4 - 4
CUSTER - - - - 37,585 - 37,585
DELTA - - - - 425,360 - 425,360
DENVER - - - - 181,492 - 181,492
DOLORES - - - - 543,299 - 543,299
DOUGLAS - - - - 99,379 - 99,379
EAGLE - - 22 - 6,808 - 6,808
EL PASO - - 4,644 - 122,987 - 122,987
ELBERT - - - - 13,072 - 13,072
FREMONT - - - - 155,713 - 155,713
GARFIELD - - - - 20,408 - 20,408
GILPIN - - - - 18,190 - 18,190
GRAND - - - - 106,975 - 106,975
GUNNISON - - - - 317,851 - 317,851
HINSDALE - - - - 174,384 - 174,384
HUERFANO - - - - 44,416 - 44,416
JACKSON - - - - 157,161 - 157,161
JEFFERSON - - - - 200,619 - 200,619
KIOWA - - - - 8,882 - 8,882
KIT CARSON - - - - 2,146 - 2,146
LA PLATA - - - - 669,488 - 669,488
LAKE - - - - 279,174 - 279,174
LARIMER - - - - 365,369 - 365,369
LAS ANIMAS - - - - 327,062 - 327,062
LINCOLN - - - - 796 - 796

Abbreviations:

FS - Forest Service

BLM - Bureau of Land Management

ONRR - Office of Natural Resources Revenue
FERC - Federal Energy Regulatory Commission
FW REF - Fish and Wildlife Refuge

REC — Recommended

AD - Adjustment

*The noted counties below have created Federal Mineral Lease Districts in accordance with Section 30-20-1302(2), C.R.S. Amounts listed in the table above for
these counties do not include any distributions directly made to a Federal Mineral Lease District. See table below for distributions made directly to Federal
Mineral Lease Districts.

FEDERAL MINERAL LEASE DISTRICT REVENUE BY COUNTY - FEDERAL FISCAL YEAR 2023

GARFIELD 6,573,909

HUERFANO 12,944

MESA 1,133,116

PARK 43,064

WELD 1,715,020

TOTAL 9,478,053

**Column 15 notes any audit adjustments to the distributions made to the counties and Column 16 notes the net amount that is recommended for
acceptance. As shown in Column 15, there were no audit adjustments to the distributions made to the counties during Federal Fiscal Year 2023.
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LOGAN - - - - 28,688 - 28,688
MESA - - - - 103,747 - 103,747
MINERAL - - - - 112,827 - 112,827
MOFFAT - - - - 1,038,352 - 1,038,352
MONTEZUMA - - - - 1,900,221 - 1,900,221
MONTROSE - - - - 80,778 - 80,778
MORGAN - - - - 181,501 - 181,501
OTERO - - - - 9,089 - 9,089
OURAY - - - - 30 - 30
PARK - - - - 119,097 - 119,097
PHILLIPS - - - - 6,945 - 6,945
PITKIN - - - - 1,805 - 1,805
PROWERS - - - - 1,953 - 1,953
PUEBLO - - - - 19,488 - 19,488
RIO BLANCO - - 903 - 2,576,077 - 2,576,077
RIO GRANDE - - - - 53,200 - 53,200
ROUTT - - - - 60,405 - 60,405
SAGUACHE - - - 100 44,178 - 44,178
SAN JUAN - - 1,508 - 48,889 - 48,889
SAN MIGUEL - - 1,072 - 37,947 - 37,947

SEDGWICK - - - - - - -

SUMMIT - - - - 569,140 - 569,140
TELLER - - - - 286,788 - 286,788
WASHINGTON - - - - 9,209 - 9,209
WELD - - - - 18,327,761 - 18,327,761
YUMA - - - - 60,722 - 60,722
TOTAL - - 18,954 119 31,137,237 - 31,137,237

Colorado Office of the State Auditor 7



NOTES TO THE STATEMENT OF FEDERAL LAND PAYMENTS
FOR THE FEDERAL FISCAL YEAR ENDED SEPTEMBER 30, 2023

A Although 100 percent of the Forest Service Timber receipts are distributed to counties, Section
30-29-101, Colorado Revised Statutes (C.R.S.), requires the counties to distribute at least 25
percent of amounts received to public school districts in the county (See EXHIBIT IV for statute.)
In accordance with the 1978 Comptroller General’s Decision (B-167553), these amounts are not

considered received by the counties and, therefore, are not included in the Statement.

A total of $11,920,745 in Timber Payments was distributed to the counties during the federal Fiscal
Year Ended September 30, 2023. The Statement reflects Title I and Title III payments received by
the counties less the amounts paid to the public schools, which equals to $1,452,613 listed as Title
I'and $515,159 listed as Title 111, per P.L..110-343, The Secure Rural Schools and Community Self-
Determination Act of 2000. The Statement reflects the total amount of F'S Timber 25% payments

received by the counties less the amounts paid to the public schools, which equals to $618,787.

Under P.L. 110-343, a county could elect to receive a “full” or “partial” payment. The “full”
payment amount is based on the average of the three highest timber payments made between
Federal Fiscal Years 1986 through 1999. By electing the “full” payment, the county must set aside
at minimum 15 percent, but no more than 20 percent, of the payment to fund projects under Title
IT or Title III of the Act or return an equal amount to the United States Treasury. The “partial”
payment amount is based on revenue generated by timber sales, in which the county receives 25

percent of the seven year rolling average of the timber sales revenue generated within that county.

B United States Department of the Interior guidance for the preparation of this Statement requires
that the Statement include monies distributed directly by the State to the counties, as well as
monies distributed directly by the United States Department of the Interior to the counties as long

as there are no state statutes governing the distribution or use of the funds.

The State of Colorado did not distribute any money directly to counties for the following:
* IS Bankhead-Jones (distributed directly to counties by U.S.F.S.) (Column 5)

* BLM Bankhead-Jones (distributed directly to counties by BLM) (Column 10)

* FERC Power Sales (general purpose funds not distributed to counties) (Column 12)

= Fish and Wildlife Refuge Revenue Sharing (distributed directly to counties by F&W)
(Column 13)

8 Colorado Office of the State Auditor



These monies are distributed directly to the counties by the Federal Department of the Interior.
The Colorado Department of the Treasury performed a statute search for Federal Fiscal Year
Ended September 30, 2023, and found that there is no state law specifying how FS Bankhead-
Jones, BLM Bankhead-Jones, FERC Power Sales, and Fish and Wildlife Refuge Revenue Sharing
payments are to be spent by the counties. Per the request for this Statement by the Department of
the Interior, if there are no state statutes governing the distribution or use of these funds then they

are to be included on the Statement.

Section 35-45-109, C.R.S., requires the counties to deposit money received under provisions of the
Taylor Grazing Act “..in a special fund to be known as the range improvement fund of district
no.” Therefore, distributions from the Taylor Grazing Act are not considered received by the

counties and are not included in this Statement. (See EXHIBIT III for statute.)

Federal Mineral Lease (FML) payments are distributed directly to counties and local governments
by the Department of Local Affairs. (Column 6) The Statutes outlined in Exhibit I of this report
establish the State’s required distribution of Mineral Leasing monies received from the Department
of the Interior. These statutes contain no requirements for how counties and local governments

spend or distribute these monies.

The Statement of Federal Land Payments was prepared on the basis of cash disbursements made by
the State of Colorado to qualified local governmental subdivisions, and in accordance with the

financial reporting provisions of the United States Department of the Interior.

Colorado Office of the State Auditor
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Exhibit |

Colorado Revised Statutes

Title 34, Article 63, Sections 101-104
Royalties under Federal Leasing
(Mineral Leasing Fund)

Section 34-63-101, C.R.S., State treasurer to receive and distribute mineral leasing payments. In
accordance with the provisions of section 35 of the federal “Mineral Lands Leasing Act” of February
25,1920, as amended, the state treasurer is directed to deposit and distribute any moneys now held or
to be received by the state of Colorado from the United States as the state’s share of sales, bonuses,
royalties, and rentals of public lands within this state, for the benefit of the public schools and political
subdivisions of this state and for other purposes in accordance with the provisions of sections 34-63-
102 and 34-63-103.

Section 34-63-102, C.R.S., Creation of mineral leasing fund—distribution—advisory committee—

local government permanent fund created—definitions—transfer of money.

1)(@)@) (Deleted by amendment, L. 2011, (SB 11-238), ch. 300, p. 1441, § 1, effective June 8, 2011.)
(II) On and after July 1, 2008, all moneys, including any interest and income derived therefrom,
received by the state treasurer pursuant to the provisions of the federal “Mineral Lands Leasing Act”
of February 25, 1920, as amended, except those moneys described in section 34-63-104, shall be
deposited by the state treasurer into the mineral leasing fund, which fund is hereby created, for use
by state agencies, public schools, and political subdivisions of the state as described in subsections
(5.3) and (5.4) of this section and for transfer to the higher education federal mineral lease revenues
fund created in section 23-19.9-102 (1)(a), C.R.S., and the local government permanent fund created
in sub-subparagraph (A) of subparagraph (I) of paragraph (a) of subsection (5.3) of this section, as
required by this section and section 23-19.9-102, CR.S.

(b) In the appropriation and use of such moneys, priority shall be given to those public schools and
political subdivisions socially or economically impacted by the development, processing, or energy

conversion of fuels and minerals leased under said federal mineral lands leasing act.
(c) Repealed.

2) to (4) (Deleted by amendment, L. 2011, (SB 11-238), ch. 300, p. 1441, § 1, effective June 8, 2011.)

(5)(a)(I) On and after July 1, 2008, moneys shall be paid into the local government mineral impact
fund, which is hereby created, as specified in paragraph (b) of subsection (5.4) of this section and
distributed as specified in paragraphs (b) and (c) of said subsection.

(II) On and after July 1, 2001, all income derived from the deposit and investment of the moneys in
the local government mineral impact fund shall be credited to the fund.

1) to (V) (Deleted by amendment, L. 2011, (SB 11-238), ch. 300, p. 1441, § 1, effective June 8,
2011.)

10 Colorado Office of the State Auditor



(b)(I) There is created within the department of local affairs the energy impact assistance advisory

committee. The committee consists of:

(A) The executive director of the department of local affairs;

(B) The executive director of the department of natural resources;

(C) The commissioner of education;

(D) The executive director of the department of public health and environment;
(E) The executive director of the department of transportation; and

(F) Seven residents of areas impacted by energy conversion or mineral resource development. The
seven residents shall be appointed by the governor, with the consent of the senate, for terms not

exceeding four years to serve at the pleasure of the governor.
(II) The executive director of the department of local affairs shall act as chair of the committee.

(III) Members of the committee serve without additional compensation; except that the seven
members appointed from energy impact areas are entitled to reimbursement for actual and necessary

expenses.

(IV) Any member of the committee who is a state official may designate representatives of the

member’s agency to serve on the committee in the member’s absence.
(V) The chair shall convene the advisory committee from time to time as the chair deems necessary.

(VI) The advisory committee shall continuously review the existing and potential impact of the
development, processing, or energy conversion of mineral and fuel resources on various areas of the
state, including those areas indirectly affected, and shall make continuing recommendations to the
department of local affairs, including, but not limited to, those actions deemed reasonably necessary
and practicable to assist impacted areas with the problems occasioned by such development,
processing, or energy conversion, the immediate and projected problems which the local
governments are experiencing in providing governmental services, the extent of local tax resources
available to each unit of local government, the extent of local tax effort in solving energy impacted
problems, and other problems which the areas have experienced, such as housing and environmental
considerations, which have developed as a direct result of energy impact. In furtherance thereof, the
committee shall make continuing specific recommendations regarding any discretionary distributions
by the executive director of the department of local affairs authorized pursuant to this section and
section 39-29-110. With respect to recommendations for the distribution of money made pursuant
to this section, the committee shall give priority and preference to those public schools and political
subdivisions socially or economically impacted by the development, processing, or energy

conversion of fuels and minerals leased under the federal “Mineral Lands Leasing Act” of February

Colorado Office of the State Auditor 11



25,1920, as amended. With respect to recommendations for the distribution of money made
pursuant to section 39-29-110, the committee shall recommend distributions to those political
subdivisions socially or economically impacted by the development, processing, or energy

conversion of minerals and mineral fuels subject to taxation under article 29 of title 39.

(c) Notwithstanding section 24-1-136 (11)(a)(I), the executive director of the department of local
affairs shall deliver to the state auditor and file with the general assembly annually before February 1
a detailed report accounting for the distribution of all funds for the previous year. The energy impact

assistance advisory committee shall review the report prior to it being delivered and filed.

(5.3)(a) Bonus payments credited to the mineral leasing fund created in subsection (1)(a)(II) of this
section shall be distributed on a quarterly basis for each quarter commencing on July 1, October 1,

January 1, or April 1 of any state fiscal year as follows:

(D(A) Fifty percent of the bonus payments shall be transferred to the local government permanent
fund, which is hereby created in the state treasury. Interest and income derived from the deposit and
investment of moneys in the local government permanent fund shall be credited to the permanent
fund and shall not be transferred to the general fund or any other fund at the end of any fiscal year.
Except as otherwise provided in sub-subparagraph (B) of this subparagraph (I), moneys in the
permanent fund shall not be expended for any purpose. The state treasurer may invest moneys in
the local government permanent fund in any investment in which the board of trustees of the public
employees’ retirement association may invest the funds of the association pursuant to section 24-51-
206, C.R.S.

(B) If, based on the revenue estimate prepared by the staff of the legislative council in December of
any fiscal year, it is anticipated that the total amount of moneys that will be deposited into the
mineral leasing fund pursuant to subparagraph (II) of paragraph (a) of subsection (1) of this section
during the fiscal year will be at least ten percent less than the amount of moneys so deposited during
the immediately preceding fiscal year, the general assembly may appropriate moneys from the local
government permanent fund to the department of local affairs for the current or next fiscal year.
The maximum amount that the general assembly may appropriate for the current or next fiscal year
pursuant to this sub-subparagraph (B) is an amount equal to the difference between the total
amount of moneys credited to the local government mineral impact fund and directly distributed by
the executive director of the department pursuant to paragraph (c) of subsection (5.4) of this section
during the immediately preceding fiscal year and the estimated total amount of moneys to be so
credited and distributed for the current fiscal year. The executive director of the department shall
distribute all moneys appropriated pursuant to this sub-subparagraph (B) directly to counties and
municipalities in combination with and using the methodology set forth in subparagraphs (I) to (IV)
of paragraph (c) of subsection (5.4) of this section.

(C) and (D) (Deleted by amendment, L. 2011, (SB 11-238), ch. 300, p. 1441, § 1, effective June 8,
2011.)
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(F) and (F) Repealed.

(II) Fifty percent of the bonus payments shall be transferred to the higher education federal mineral
lease revenues fund created in section 23-19.9-102 (1)(a), C.R.S.

(b) For purposes of this subsection (5.3), “bonus payments” means the portion of the compensation
paid to the federal government as consideration for the granting of a federal mineral lease that is
payable regardless of the extent of use of the mineral interest and is fixed and certain in amount,
whether or not payable in one or more periodic increments over a fixed period, that is subsequently
received by the state treasurer pursuant to the provisions of the federal “Mineral Lands Leasing Act”
of February 20, 1920, as amended, and that is not comprised of moneys described in section 34-63-
104. “Bonus payments” do not include any compensation paid to the federal government that varies

in amount based on the amount of mineral production of the payer.

(5.4) Except as otherwise provided in subsection (5.5) of this section, on and after July 1, 2008, all
moneys other than bonus payments, as defined in paragraph (b) of subsection (5.3) of this section,
credited to the mineral leasing fund created in subparagraph (II) of paragraph (a) of subsection (1) of
this section shall be distributed on a quarterly basis for quarters beginning on July 1, October 1,

January 1, and April 1 of each state fiscal year as follows:

(a)(I) For each quarter commencing during the 2008-09, 2009-10, and 2010-11 fiscal years, forty-
eight and three-tenths percent of the moneys shall be transferred to the state public school fund to
be used for the support of the public schools of the state; except that the total amount of moneys

transferred during each of said fiscal years shall not exceed sixty-five million dollars.

(II) For each quarter commencing during the 2011-12 fiscal year or during any succeeding fiscal
year, forty-eight and three-tenths percent of the moneys shall be paid into the state public school
fund to be used for the support of the public schools of the state; except that the maximum amount
of moneys transferred during any fiscal year shall not exceed the maximum amount of moneys
allowed to be transferred during the 2010-11 fiscal year multiplied by one hundred four percent per

year for each succeeding fiscal year.

(b)(I) For each quarter commencing during the 2008-09 fiscal year or during any succeeding fiscal
year, forty percent of the moneys shall be credited to the local government mineral impact fund.
Fifty percent of the moneys so credited shall be distributed by the executive director of the
department of local affairs in accordance with the purposes and priorities described in subsection (1)
of this section, and for planning, analyses, public engagement, and coordination and collaboration
with federal land managers and stakeholders, or for similar or related local government processes
needed by local governments for engagement in federal land management decision-making. In
distributing the moneys, the executive director shall give priority to those communities most directly
and substantially impacted by production of energy resources on federal mineral lands and to grant

applications that:
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(A) Are submitted jointly by multiple local governments; or

(B) Seek funding for a project that is a multi-jurisdictional project or that requires a substantial

amount of funding.

(IT) Repealed.

(b.5) (Deleted by amendment, L. 2011, (SB 11-238), ch. 300, p. 1441, § 1, effective June 8, 2011.)
(b.7) and (b.8) Repealed.

(c) The executive director of the department of local affairs shall annually directly distribute the
remaining fifty percent of the moneys credited to the local government mineral impact fund
pursuant to paragraph (b) of this subsection (5.4) and any moneys appropriated by the general
assembly from the local government permanent fund to the department pursuant to sub-
subparagraph (B) of subparagraph (I) of paragraph (a) of subsection (5.3) of this section to counties,

federal mineral lease districts, and municipalities as follows:

(I) Except as otherwise provided in subparagraph (III) of this paragraph (c), moneys shall be
allocated to counties for each fiscal year by August 31 of the following fiscal year among those
respective counties of the state from which the moneys are derived based upon the following

factors:

(A) The proportion of the total amount of moneys credited to the mineral leasing fund that is

derived from each of the respective counties; and

(B) On the basis of the report required by section 39-29-110 (1)(d), C.R.S., the proportion of
employees of mines or related facilities or crude oil, natural gas, or oil and gas operations who reside
in a county to the total number of employees of mines and related facilities or crude oil, natural gas,

or oil and gas operations who reside in the state.

(IT) Except as otherwise specified in subparagraph (IV) of this paragraph (c), the moneys allocated
to each county pursuant to subparagraph (I) of this paragraph (c) shall be further distributed to the
county or the federal mineral lease district and to each municipality within the county based upon

the following factors:

(A) The proportion of employees reported as residents pursuant to section 39-29-110 (1)(d), C.R.S,,
in the county’s unincorporated area or in any municipality within the county to the total number of

employees reported as residents in the county as a whole pursuant to said section;

(B) The proportion of the population in any such county’s unincorporated area or in any such
municipality within the county to the total population in the county, as such population is reported
in the most recently published population estimate from the state demographer appointed by the

executive director of the department of local affairs; and
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(C) The proportion of road miles in any such county’s unincorporated area or in any such
municipality within the county to the total road miles in the county, as such miles are certified by the
department of transportation to the state treasurer pursuant to sections 43-4-207 (2)(d) and 43-4-208
(3), CR.S.

(III) With respect to the distribution made pursuant to subparagraph (I) of this paragraph (c), the
executive director of the department of local affairs shall establish guidelines that set forth the
weight that each of the factors in sub-subparagraphs (A) and (B) of subparagraph (I) of this
paragraph (c) shall be given, subject to the limitation that the factor described in said sub-
subparagraph (B) shall not be weighted more than thirty-five percent. In establishing the guidelines,
the executive director shall weigh the factors in a manner that most accurately estimates the absolute
and relative impacts of production of energy resources on federal mineral lands for each impacted
county so that the counties most substantially and directly impacted by such production each receive

a sufficient allocation and no county receives an excessive allocation.

(IV) With respect to the distribution made pursuant to subparagraph (II) of this paragraph (c), the
executive director of the department of local affairs, in consultation with the energy impact
assistance advisory committee established pursuant to subparagraph (I) of paragraph (b) of
subsection (5) of this section, shall establish guidelines that set forth the weight that each of the
factors in sub-subparagraphs (A) to (C) of subparagraph (II) of this paragraph (c) shall be given. In
establishing the guidelines, the executive director and the committee shall weigh the factors in a
manner that most accurately estimates the absolute and relative impacts of production of energy
resources on federal mineral lands for each impacted county and municipality so that the counties
and municipalities most substantially and directly impacted by such production each receive a
sufficient allocation and no county or municipality receives an excessive allocation. These guidelines

shall apply uniformly across the state; except that the executive director may:

(A) Accept a memorandum of understanding from a county and all municipalities contained therein

that establishes an alternative distribution that shall be effective within the county; and

(B) After consultation with the energy impact assistance advisory committee, vary the weight that
each of the factors in sub-subparagraphs (A) to (C) of subparagraph (II) of this paragraph (c)
receives in an individual county in order to more fairly distribute the gross receipts among the

county and all municipalities contained therein.

(d)(I) For each quarter commencing during the 2008-09 fiscal year, ten percent of the moneys shall
be paid into the Colorado water conservation board construction fund created in section 37-60-121
(1), CR.S., for appropriation by the general assembly pursuant to the provisions of section 37-60-
122, CR.S., and for use in accordance with the purposes and priorities described in subsection (1) of
this section; except that the maximum amount of moneys transferred during the 2008-09 fiscal year

shall not exceed fourteen million dollats.
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(I) For each quarter commencing during the 2009-10 fiscal year or during any succeeding fiscal
year, an amount equal to ten percent of the moneys shall be paid into the Colorado water
conservation board construction fund created in section 37-60-121 (1), C.R.S., for appropriation by
the general assembly pursuant to the provisions of section 37-60-122, C.R.S., and for use in
accordance with the purposes and priorities described in subsection (1) of this section; except that
the maximum amount of moneys transferred during a single fiscal year shall not exceed the
maximum amount of moneys allowed to be transferred during the 2008-09 fiscal year multiplied by

one hundred four percent per year for each succeeding fiscal year.

(e)(D) In addition to the moneys credited to the local government mineral impact fund pursuant to
paragraph (b) of this subsection (5.4), for the 2008-09 fiscal year, one and seven-tenths percent of
the moneys shall be credited to the local government mineral impact fund and distributed to school
districts within the counties that receive distributions pursuant to paragraph (c) of this subsection
(5.4); except that the maximum amount of moneys credited and distributed shall not exceed three
million three hundred thousand dollars. The executive director of the department of local affairs

shall distribute the moneys to the school districts as specified in subparagraph (III) of this paragraph

(e).

(II) In addition to the moneys credited to the local government mineral impact fund pursuant to
paragraph (b) of this subsection (5.4), for the 2009-10 fiscal year and for each succeeding fiscal year,
one and seven-tenths percent of the moneys shall be credited to the local government mineral
impact fund and distributed to school districts within the counties that receive distributions pursuant
to paragraph (c) of this subsection (5.4); except that the maximum amount of moneys credited and
distributed for a fiscal year shall not exceed the maximum amount of moneys allowed to be credited
and distributed for the 2008-09 fiscal year multiplied by one hundred four percent for each
succeeding fiscal year. The executive director of the department of local affairs shall distribute the

moneys to the school districts as specified in subparagraph (I1I) of this paragraph (e).

(III) The executive director of the department of local affairs shall make the distributions required
by subparagraphs (I) and (II) of this paragraph (e) at the same time as the executive director makes
distributions to counties pursuant to paragraph (c) of this subsection (5.4), and the total amount of
the distributions made to all school districts within a single county shall be in proportion to the
amount of the moneys distributed directly to the county pursuant to said paragraph (c). Where more
than one school district exists within a county, the distribution to each school district shall be the
percentage that the most recent funded pupil count, as determined pursuant to the “Public School
Finance Act of 19947, article 54 of title 22, C.R.S., for pupils enrolled in the county attributable to
that school district bears to the most recent total funded pupil count for all pupils attributable to the

county.

(5.5)(a)(I) On and after July 1, 2008, but before April 14, 2016, all moneys other than bonus
payments, as defined in paragraph (b) of subsection (5.3) of this section, credited to the mineral

leasing fund in excess of the amounts distributed pursuant to subsection (5.4) of this section shall be
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transferred on a quarterly basis for each quarter commencing on July 1, October 1, January 1, or
April 1 of any state fiscal year to the higher education federal mineral lease revenues fund created in
section 23-19.9-102 (1)(a), C.R.S., and the higher education maintenance and reserve fund created in
section 23-19.9-102 (2)(a), C.R.S., as specified in said section as that section existed prior to its

repeal.

(II) On and after April 14, 2016, all moneys other than bonus payments, as defined in paragraph (b)
of subsection (5.3) of this section, credited to the mineral leasing fund in excess of the amounts
distributed pursuant to subsection (5.4) of this section shall be transferred on a quarterly basis for
each quarter commencing on July 1, October 1, January 1, or April 1 of any state fiscal year to the
higher education federal mineral lease revenues fund created in section 23-19.9-102 (1)(a), C.R.S., as

specified in said section.

(b) Notwithstanding subsection (5.4)(a) of this section, if the amount of money in the higher
education federal mineral lease revenues fund, established pursuant to section 23-19.9-102 (1), is
insufficient to cover the full amount of the payments due to be made under financed purchase of an
asset or certificate of participation agreements authorized pursuant to section 23-1-106.3 (3), the
general assembly may reduce the transfer to the state public school fund by the amount needed to
cover the full amount of payments and transfer that amount to the higher education federal mineral

lease revenues fund.
(6) Repealed.

(7)(a) No state agency or office shall expend any moneys received from the local government
mineral impact fund unless such expenditure is authorized by legislative appropriation separate from
the provisions of this section; except that, if the executive director of the department of local affairs
with the concurrence of the governor determines that a local government emergency exists, the state
agency or office may expend any moneys received from the local government mineral impact fund
without further appropriation. In the event moneys are expended based on a determination that a
local government emergency exists, the department of local affairs shall notify the legislative council

of the expenditure.

(b) The provisions of paragraph (a) of this subsection (7) shall not apply to any moneys received by
a state-supported institution of higher education that provides job training or facilities related to
energy development for counties or communities with energy impacts. Such a state-supported
institution of higher education may accept and expend moneys from the local government mineral

impact fund.

Section 34-63-103, C.R.S., Method of Payment. Warrants in payment of the amounts due the

several counties of the state shall be issued and paid pursuant to the provisions of law.

Section 34-63-104, C.R.S., Special Funds Relating to Oil Shale Lands — Naval Oil Shale

Reserves — Distribution to Local Governments — Legislative Declaration.
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(1) All moneys from sales, bonuses, royalties, leases, and rentals related to oil shale production on oil
shale lands received by the state pursuant to section 35 of the federal “Mineral Lands Leasing Act” of
February 25, 1920, as amended, shall be deposited by the state treasurer into a special fund for
appropriation by the general assembly to state agencies, school districts, and political subdivisions of the
state affected by the development and production of energy resources from oil shale lands primarily for
use by such entities in planning for and providing facilities and services necessitated by such

development and production and secondarily for other state purposes.

(2) All moneys earned from the investment of the oil shale special fund established by subsection (1) of
this section shall be deposited by the state treasurer into a separate special fund and shall be appropriated
by the general assembly primarily to state agencies, school districts, and political subdivisions of the state
affected by the development and production of energy resources from oil shale lands for planning and,
in the form of grants and loans, for providing facilities and services necessitated by such development

and production and secondarily for other state purposes.
(3)(a) The general assembly hereby finds and declares that:
(I) Colorado is the location of two federal naval oil shale reserves (NOSR), numbers 1 and 3;

(II) Congress passed the federal transfer act, codified at 10 U.S.C. sec. 7439, as amended, which
transferred administrative jurisdiction over NOSR 1 and 3 from the United States secretary of energy to
the United States secretary of the interior and requires the secretary of the interior to manage the

transferred lands through the federal bureau of land management;

(III) The federal transfer act further specified that royalties collected from NOSR 1 and 3 would be
placed in the United States treasury and not distributed to the state until there was enough money in the
treasury to reimburse the United States for previous costs incurred relating to the transferred lands and

to provide for cleanup of the anvil points site at NOSR 3;

(IV) As a result, more than one hundred thirteen million dollars was withheld from distribution to the
state from 1997 to 2008, and this amount far exceeded the amount needed for the reimbursement and

the cleanup;
(V) Approximately eighty million dollars of these funds has been spent;
(VI) It is anticipated that a portion of the withheld money may soon be disbursed to the state;

(VII) Gartield, Rio Blanco, Mesa, and Moffat counties made significant expenditures to address the
impacts of the operation of the anvil points site and the mineral extraction from which the withheld

money was derived, but have not received any state or federal money as reimbursement; and

(VIII) The counties have been instrumental in the release of the withheld money.
(b) 1f the state receives any money in accordance with the federal “Mineral Lands Leasing Act” of
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February 25, 1920, as amended, that was set aside prior to January 1, 2009, and withheld by the federal
government in accordance with 10 U.S.C. sec. 7439, as amended, then the state treasurer shall distribute

the money to the following counties or related federal mineral lease districts, if applicable:
(I) Forty percent to Garfield county;

() Forty percent to Rio Blanco county;

(IIT) Ten percent to Mesa county; and

(IV) Ten percent to Moffat county.

(c) The state treasurer shall consult with the department of local affairs to determine whether a county
identified in subsection (3)(b) of this section has created a federal mineral lease district in accordance with
the “Federal Mineral Lease District Act”, part 13 of article 20 of title 30. If a county has created a district,
the state treasurer shall distribute any money in accordance with subsection (3)(b) of this section directly
to the district.
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Exhibit Il

Colorado Revised Statutes
Title 30, Article 20, Part 13
Federal Mineral Lease Districts

Section 30-20-1301, C.R.S., Short Title. This part 13 shall be known and may be cited as the
“Federal Mineral Lease District Act”.

Section 30-20-1302, C.R.S., Legislative Declaration. (1) The general assembly hereby finds,
determines, and declares that it is committed to making sure that all available funding received from
federal mineral leasing and distributed as specified in section 34-63-102 (5.4)(c), C.R.S., is used to
alleviate social, economic, and public finance impacts resulting from the development of natural

resources in this state, subject to the limitations provided for in the federal act.

(2) The general assembly further finds and declares that the purpose of this legislation is to
maximize the long-term benefit of funding derived from federal mineral leasing by authorizing the
creation of federal mineral lease districts as funding and service delivery mechanisms, which will,
consistent with sound financial practices, result in the greatest use of financial resources for the
greatest number of citizens of this state, with priority given to those communities designated as

impacted by the development of natural resources covered in the federal act.

(3) The general assembly further finds and declares that federal mineral lease districts provide an
effective mechanism to expedite the distribution of funding, without the use or increase of ad
valorem and other taxes, to those communities designated as impacted by the development of

natural resources covered by the federal act.

Section 30-20-1303, C.R.S., Definitions. As used in this part 13, unless the context otherwise
requires:

(1) “County” means a home rule or statutory county in this state and includes a city and county.

(1.5) “Distribute” means to grant, loan, commit, or otherwise expend available funding to achieve

the purposes of the district consistent with this part 13.
(2) “District” means a federal mineral lease district created pursuant to this part 13.

(2.5) “Federal act” means section 35 of the federal “Mineral Lands Leasing Act” of February 25,
1920, as amended.

(3) “Funding” means the direct distribution of money from the local government mineral impact

fund to counties as described in section 34-63-102 (5.4)(c) or a distribution to the county in
accordance with section 34-63-104 (3).
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(4) “Resolution” means a resolution initiated and adopted by a board of county commissioners of a
county to create a federal mineral lease district as described in section 30-20-1304 (2).

Section 30-20-1304, C.R.S., Power to Create Federal Mineral Lease Districts. (1) Except as
otherwise provided in this part 13, any county may create a district, so long as the district is created
through a resolution adopted as specified in subsection (2) of this section no later than June 30,
2011, and each June 1 of every year thereafter.

(2) A board of county commissioners shall create a district by duly adopting, by majority vote, a

resolution to that effect, and the resolution shall set forth:
(a) The name of the county creating the district;
(b) Repealed.

(c) A description of the boundaries of the district, which may include any municipality within the

county creating the district;
(d) The name of the district; and

(e) The number of directors of the district. There shall be no fewer than three directors for a district,

and the total number of directors shall be an odd numbet.
(3) Repealed.

(4) No later than the first business day after the adoption of a resolution, the county clerk and
recorder shall transmit a certified copy of the resolution to the executive director of the department
of local affairs, who shall, upon receipt of the certified copy of the resolution, allocate all future
funding directly to the district. The state treasurer shall allocate all funding in accordance with
section 34-63-104 (3) directly to the district.

(5) A district organized pursuant to this part 13 may be dissolved by the district board after not less
than fifteen days’ notice to the public is given and a hearing is held. The notice shall be published in
at least one newspaper of general circulation in the county in which the district is located. After
hearing any protests against or objections to dissolution, if a majority of the district board
determines that it is in the best interests of all concerned to dissolve the district, the district board
shall so provide by resolution, and verified copies of the resolution shall be filed within three
business days with the office of the county clerk and recorder in the county in which the district is
located and with the executive director of the department of local affairs. Upon such filings, the
dissolution shall be complete, except that no district shall be dissolved until all funding is distributed
consistent with this part 13 and has satisfied or paid in full all of its outstanding indebtedness,
obligations, and liabilities.
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(6) Notwithstanding any other provision in subsection (5) of this section, any board of county
commissioners of a county that initiated and passed a resolution to create a district as described in
section 30-20-1304 (2) as such section existed before April 6, 2012, may, within ninety days of April
6, 2012, initiate and pass a resolution to dissolve the district. For any district dissolved pursuant to

this subsection (0), all undistributed funding shall be paid over to the county.
Section 30-20-1305, C.R.S., Approval of Service Plan. (Repealed)

Section 30-20-1305.5, C.R.S., Powers of a District. (1) Each district formed pursuant to this part
13 is an independent public body politic and corporate. Each district is a public instrumentality, and
its exercise of the powers specified in this part 13 are deemed and held to be the performance of an
essential public function. A district is not an agency of county or state government and is not subject
to administrative direction by any department, commission, board, or agency of a county or the

state.

(2) In addition to any other powers granted to a district by this part 13, a district has the following

powers:

(a) To sue and be sued;

(b) To enter into contracts and agreements including those described in section 29-1-201, C.R.S.;
(c) To acquire real or personal property or an interest in real or personal property;

(d) To sell, convey, lease, exchange, transfer, or otherwise dispose of all or any part of the district’s

property or assets;
(e) To enter into grant or loan agreements;

(f) In order to carry out the purposes of this part 13, to borrow money as evidenced by revenue

bonds, certificates, warrants, notes, and debentures in accordance with the provisions of this part 13;
(g) To adopt an official seal;

(h) To distribute funding to an area outside the district boundaries consistent with this part 13;

(i) To provide services consistent with the federal act and this part 13; and

() To invest funding as set forth in section 30-20-1307.

(3) A district does not have the power to levy and collect taxes or to use the power of eminent

domain.
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(4) Each district formed under this part 13 is subject to the “Local Government Budget Law of
Colorado”, part 1 of article 1 of title 29, C.R.S., and the “Colorado Local Government Audit Law”
part 6 of article 1 of title 29, CR.S.

bl

Section 30-20-1306, C.R.S., Board of Directors—Appointment or Election—Removal.

(1)(a)(I) Except as provided in subparagraph (II) of this paragraph (a), immediately after the creation
of a district, the board of county commissioners of the county shall, by majority vote, appoint a
board of directors for the district. The number of directors on the board shall be as set forth in the

resolution creating the district.

(II) If the board of county commissioners finds that the board of directors for the district should be
elected rather than appointed, the board of county commissioners shall outline the method of such
an election by duly adopting by majority vote a resolution to that effect. The election procedures
shall comply with the election requirements set forth in articles 1 to 13 of title 1, C.R.S.

(b) Members of the board of directors may be county commissioners from the county that created
the district, representatives of the governing body of municipalities included in the district, or other

officials representing the interests of areas impacted by mineral lease activities.

(c) County commissioners serving on the board of directors, if any, shall not constitute a majority on
the board of directors.

(d) The officers of the board of directors shall be the president and a secretary who shall be elected

annually by the board of directors from its own members.

(e)(I) Members of the board of directors shall serve staggered terms so that not more than one
director’s term expires in any one year, and thereafter terms shall be for three years each, and each

term shall commence on January 15.

(II) Notwithstanding subparagraph (I) of this paragraph (e), every board of county commissioners of
a county that initiated and passed a resolution to create a district as described in section 30-20-1304

(2) as such section existed before April 6, 2012, shall, within ninety days of April 6, 2012, pass a

resolution fixing the initial terms of all existing directors. The resolution shall designate at least one
director whose initial term shall expire on January 15, 2013, at least one director whose initial term
shall expire on January 15, 2014, and at least one director whose initial term shall expire on January

15, 2015. Successor directors shall serve three-year terms.

(2)(a) Each director shall hold office until the expiration of the term to which such director is

appointed or elected or until a successor has been duly appointed or elected.

(b) Vacancies on the board of directors shall be filled by a majority vote of the board of county
commissioners.
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(c) The board of county commissioners of the county may remove any director for official
misconduct, incompetence, neglect of duty, or other good cause shown, so long as the removal
occurs after the director in question is given notice and an opportunity to be heard before the board

of county commissioners at a public hearing.

(3) All special and regular meetings of the board of directors for a district shall be held pursuant to
part 4 of article 6 of title 24, CR.S.

Section 30-20-1307, C.R.S., Board of Directors—Powers and Duties.

(1)(a) Except as otherwise provided in subsection (1)(b) of this section, the board of directors of a
district shall distribute all of the funding the district receives from the department of local affairs to
areas that are socially or economically impacted, either directly or indirectly, by the development,
processing, or energy conversion of fuels and minerals leased under the federal act; except that the
board of directors may elect to invest up to fifty percent of the funding as specified in subsection (5)

of this section.

(b) The board of directors may use up to ten percent of the annual funding for any administrative
costs of the district; except that any investment-related expenses are excluded from the calculation

of the district’s administration costs.

(c) Notwithstanding any other provision of this part 13, the board of directors of a district may
reserve, or invest as specified in subsection (5) of this section, all or a portion of the funding for use

in subsequent years.

(2) The board of directors may review any reports or studies made and may seek any additional

reports or studies it deems necessary regarding the distribution of funding in the district.

(3) The board of directors may cooperate or contract with any other district to provide any function
or service lawfully authorized to each of the cooperating or contracting districts, including the
sharing of costs, only if the cooperation or contracts are authorized by each district with the
approval of each district’s board of directors. Any contract providing for the sharing of costs may be
entered into for any period, not to exceed the existence of the district and notwithstanding any
provision of law limiting the length of any financial contracts or obligations of governments. Any
such contract shall set forth fully the purposes, powers, rights, obligations, and responsibilities,
financial and otherwise, of the contracting parties. Where other provisions of law provide
requirements for special types of intergovernmental contracting or cooperation, those special

provisions shall control.
(4) The board of directors may exercise any of the powers set forth in section 30-20-1305.5.

(5) If the board of directors elects to invest the portion of the funding as allowed in subsection (1)(a)

of this section:
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(a) The portion of the funding to be invested shall be held in a fund established by a resolution
enacted by the district;

(b) The board of directors shall make investments pursuant to the investment policy described in
subsection (6) of this section and in a manner that complies with the “Uniform Prudent Investor
Act”, article 1.1 of title 15;

(c) The board of directors may invest the portion of the funding in any investment in which the
board of trustees of the public employees’ retirement association may invest the funds of the

association pursuant to section 24-51-2006;

(d) The board of directors may engage the services of investment advisors. The selection of

investment advisors must be made following an open and competitive process.

(e) The board of directors may appropriate and disburse any part of the invested funding and all
sums in excess thereof, including interest, dividends, or similar appreciated values, but shall do so
only upon the enactment of a resolution identifying the reason for the appropriation and

disbursement;

(f) The board of directors shall ensure that, at all times, liquid investment assets or other funding not
invested remain at a level sufficient to pay for all budgeted and outstanding obligations of the district

in any fiscal year; and

(g) The board of directors, individually or as a group, shall not engage in any activities that might
result in a conflict of interest with respect to their fiduciary responsibility for the district.

(6) The board of directors shall adopt an investment policy resolution and shall review the

investment policy annually. The investment policy must include:

(a) An acknowledgment of the board of director’s fiduciary responsibility with respect to oversight
of the district’s investment policy;

(b) Performance benchmarks for all investments and for all investment advisors who may be hired

by the board of directors;

(c) A requirement for the preparation and publication of annual financial statements that must
include, at minimum, information regarding starting balances, contributions, investment income, and

losses, if any, and any investment fees incurred,;

(d) Careful consideration of investment fees or other brokerage costs which might reduce

investment returns; and

(e) A requirement that the board of directors annually review the investments and annually set

appropriations to be included in the trust fund.
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Exhibit Il

Colorado Revised Statutes

Title 35, Article 45, Sections 108 and 109
Public Domain Range

(Taylor Grazing Act Fund)

Section 35-45-108, C.R.S., Distribution of Receipts.

(1) All moneys received by the state treasurer as the state’s share of the amounts collected by the
federal government under the provisions of sections 3 and 15 of the “Taylor Grazing Act”, and any
act amendatory thereof, and under the provisions of Public Law 136, 82nd congtress, approved
August 31, 1951, shall be credited to a clearing account.

(2) Moneys received under the provisions of section 3 of the “Taylor Grazing Act” which are
derived from each grazing district in the state shall be paid over to the counties in which such
grazing districts are located, in the proportion that the acreage of each county lying within a
particular grazing district bears to the total acreage of such grazing district, as such acreages are

certified by the federal agency administering such provisions.

(3) Moneys received under the provisions of section 15 of the “Taylor Grazing Act” and under the
provisions of Public Law 136, 82nd congtess, shall be paid over to the several counties of the state
from which such moneys were derived, as certified in reports furnished by the federal agency

administering said provisions.

(4) All such payments shall be calculated by the state treasurer and shall be made to the respective

county treasurers during the month of September of each year.

Section 35-45-109, C.R.S., Range Improvement Fund - Board of District Advisers.

(1) All moneys paid to the counties shall be deposited with the county treasurer in a special fund to
be known as the range improvement fund of district no. --. The county treasurer of any county in
which a district is located shall be the ex officio district treasurer and custodian of moneys received
and shall be liable upon his official bond for all moneys deposited in said range improvement fund.
The county treasurer, as ex officio district treasurer, shall pay out such money in said range
improvement fund upon the warrant of the chairman or vice-chairman of the district grazing
advisory board or a board of district advisers established pursuant to subsection (2) of this section
and after consultation with the district manager of the grazing district in which county the moneys
were deposited. Said district grazing advisory boards are established pursuant to Public Law 94-579
(43 U.S.C. sec. 1753) or its successor, as may be established by the secretary of the interior pursuant
to the “Federal Advisory Committee Act”, Public Law 92-463 (86 Stat. 770; Title 5, App.).

(2)(a) In the event that the grazing advisory boards cease to exist, the commissioner of agriculture

shall establish and maintain a board of district advisers for each grazing district upon the petition of

a simple majority of the livestock lessees and permittees within the jurisdiction of the district. The
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function of the board of district advisers shall be to determine the use of the range improvement

fund in accordance with section 35-45-110.

(b) The number of advisers on each board and the number of years an adviser may serve shall be
determined by the commissioner. Each board shall consist of livestock representatives who shall be
lessees or permittees in the district under the board’s jurisdiction and shall be chosen by the lessees
and permittees in the district through an election prescribed by the commissioner. Each board of

district advisers shall meet at least once annually.
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Exhibit IV

Colorado Revised Statutes

Title 30, Article 29, Section 101

Apportionment of Federal Moneys from Public Lands
(USES National Forests fund)

Section 30-29-101, C.R.S., Receipts from National Forests — Legislative Intent.

(1) All moneys received by the state treasurer from the federal government under provisions of the
act of congress of May 23, 1908, as amended, 16 U.S.C. sec. 500, relating to receipts from national
forests, referred to in this section as “national forest payments”, shall be credited to a clearing

account.

(2) The state treasurer shall pay over the national forest payments within thirty days after receipt of
the payments to the treasurers of the several counties of the state in which national forests are
located, on the basis of the acreage of national forest land located in each county and in accordance
with information provided by the appropriate agency of the federal government as to source and

amount.

(3)(a) The boards of county commissioners of the counties receiving the payments specified in
subsection (2) of this section shall allocate a minimum of twenty-five percent to the county road and
bridge fund and a minimum of twenty-five percent to the public schools in the county; except that
the county may allocate less than twenty-five percent of the national forest payments to the county
road and bridge fund in order to maximize the receipt by the county of federal payments in lieu of
taxes pursuant to 31 U.S.C. sec. 6901 et seq., referred to in this section as “PILT”. The allocation of
the remaining fifty percent of the national forest payments shall be determined pursuant to the

provisions of paragraph (b) of this subsection (3).

(b)(I) A total of three representatives from the school districts in the county and three members of
the board of county commissioners, or their designees, shall meet and shall negotiate the remaining
percentage allocation of the national forest payments to either the public schools in the county or

the county road and bridge fund. In determining the allocation of the national forest payments, the
parties shall seek to maximize the total amount of federal funds that may be received by the county

and the public schools in the county.

(II) Unallocated national forest payments shall remain unspent until such time as the parties agree
upon the allocation of the national forest payments between the county road and bridge fund and

the public schools in the county.

(c) If there is more than one school district in the county, the amount allocated to each district shall
be in the proportion that its pupil enrollment during the preceding school year bears to the aggregate

pupil enrollment in all districts in the county during said preceding school year.
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(4) Notwithstanding the minimum percentage allocations to the public schools in the county and the
county road and bridge fund set forth in paragraph (a) of subsection (3) of this section, in any
federal fiscal year in which the national forest payments received by the state from the federal
government are less than six million dollars, the parties specified in paragraph (b) of subsection (3)
of this section shall allocate one hundred percent of the national forest payments to either the public

schools in the county or the county road and bridge fund pursuant to the provisions of paragraph
(b) of subsection (3) of this section.

(5) Repealed.
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OFFICE OF THE STATE AUDITOR
KERRI L. HUNTER, CPA - STATE AUDITOR

Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of the Statement of Federal Land Payments
Performed in Accordance with Government Auditing Standards

Members of the Legislative Audit Committee:

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the Statement of Federal Land Payments (Statement) of the
State of Colorado, as of and for the Federal Fiscal Year Ended September 30, 2023, and the related notes
to the Statement, and have issued our report thereon dated March 22, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the Statement, we considered the Colorado Office of the
Governor’s and the Colorado Department of the Treasury’s internal control over financial reporting
(internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the Statement of Federal Land Payments, but not for the purpose of
expressing an opinion on the effectiveness of the Colorado Office of the Governor’s and the Colorado
Department of Treasury’s internal controls. Accordingly, we do not express an opinion on the effectiveness
of the Colorado Office of the Governor’s and the Colorado Department of the Treasury’s internal
controls.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material

weakness, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses

may exist that have not been identified.
Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State of Colorado’s Statement is free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be

reported under Government Auditing Standards.
Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Aunditing Standards in considering the entity’s internal control and compliance. Accordingly, this

communication is not suitable for any other purpose.

C o0 N
%@‘m

Denver, Colorado
March 22, 2024
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OFFICE OF THE STATE AUDITOR
KERRI L. HUNTER, CPA, CFE * STATE AUDITOR

Independent Auditor’s Communication with Those Charged with Governance

Members of the Legislative Audit Committee:

We were engaged to audit the Statement of Federal Land Payments (Statement) of the State of Colorado as of,
and for the Federal Fiscal Year Ended, September 30, 2023, and the related notes to the Statement.

Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards, Government Auditing Standards, as well as certain information related to the planned

scope and timing of our audit. We have communicated such information in our letter to you dated October
16, 2023.

Professional standards also require that we communicate to you the following information related to our audit.

Significant Audit Matters

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policy used by management is described in Note E.

We noted no transactions entered into by management during the year for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. There were no accounting estimates made by management regarding the Statement.

Financial Statement Disclosures
Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosures affecting the Statement were disclosures related to the

presentation of the Statement described at Note A.

The financial statement disclosures are neutral, consistent, and clear.
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Difficulties Encountered in Performing the Audit

We encountered no significant audit difficulties in dealing with management in performing and completing

our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are cleatly trivial, and communicate them to the appropriate level of management.

No corrected and/or uncorrected misstatements were identified during the audit.
Disagreements with Management

For the purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial

statements or the auditor’s report. No such disagreements arose during the course of our audit.

Management Representations

We requested and received certain representations from management that are included in the management
representation letter dated March 22, 2024.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a second opinion on certain situations. If a consultation involves application of
an accounting principle to the State’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year as the State’s auditors. However, these discussions occurred in the

normal course of our professional relationship and our responses were not a condition to our retention.
Restriction on Use

This information is intended solely for the information and use of the Legislative Audit Committee,
management, others within the entity, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties. However, upon release by

the Legislative Audit Committee, this report is a public document.
Very truly yours,

. ; ."".{\ N
) T

Denver, CO
March 22, 2024
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