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ALTON D. THIELE, P. C.

Certifted Public Accountant
300 E. Ave. C
P.0O. Box 808
BELTON, TX 76513-0808

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Southem Trinity Groundwater Conservation District
Waco, Texas 76703

We have audited the accompanying financial statements for the business-type activities of Southern Trinity
Groundwater Conservation District as of and for the years then ended September 30, 2016 and 2015, and
the related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 of America. Those standards require that we plan
and perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinions

n our opinion, the financial statements referred to above present fairly, in all material respects, the
respective net position of the business-type activities of Southern Trinity Groundwater Conservation
District as of September 30, 2016 and 2015 and the changes in net position and cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

Member Texas Socicty of Cerlified Public Accountanis i Telephone: (234) 939-0701
Memiber American [nstitute ol Centified Public Accountants E-mail - Altongdadtepa.com Fax: (2543 933-7601



Other Matters
Required Supplementary Information

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

Other Information

In accordance with Government Auditing Standards, we have also issued our report dated November 30,
2016, on our consideration of Southern Trinity Groundwater Conservation District’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
grant agrcements and other matters. The purpose of that report is 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 internal control over financial reporting or on compliance. That report is an integral pait of
an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

, 7
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November 30, 2016
Belton, Texas 76513




Southern Trinity Groundwater Conservation District
Management’s Discussion and Analysis

The management of Southern Trinity Groundwater Conservation District (the District)
offers the following overview and analysis of the financial statements and financial
activities for the District for the fiscal year ended September 30, 2016,

Financial Highlights

e The assets of the District exceeded the liabilities at the close of the most recent
Fiscal year by 8379,514. This unrestricted net position may be used to meet the
District’s on-going obligations to customers and creditors.

¢ Receivables of the district included, based on rates and fees, $12,827, 3% of
current assets and a litigious settlement remaining of $8,840.

e Payables of the District were $15,244, a substantial increase from $6,958 the prior
year,

Overview of the Financial Statements

The intent of the discussion and analysis is to serve as an introduction to the District’s
basic financial statements.

Fund financial statements: A fund is a grouping of related accounts used to maintain
control over resources segregated for specific activities or objectives. The District uses
fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The only fund used by the District is classified as a proprietary fund.

Proprietary funds: The District maintains one type of proprietary fund, considered to
be its major fund and referred to as its enterprise fund. The District uses an enterprise
fund to account for and report business-type activities such as its well production fees and
other permits, fees, and expenditures in the proprietary fund financial statements.

Notes to the financial statements: These notes provide additional information that is
essential to the full understanding of data provided in the proprietary fund financial
statements.

Financial Analysis of the District’s Funds

As noted earlier, the net position may serve over time as a useful indicator of a
government’s financial position. In the case of the District, assets exceeded liabilities by
$379,514 at the close of the most recent fiscal year. Typically, a portion of the District’s
net position reflects its investments in capital assets (i.e., office and field equipment) less
any related debt used to acquire those assets that is still outstanding. The District uses
these capital assets to promote water conservation and monitoring in McLennan County.
It should also be noted that there is no debt encumbrance upon these assets.



Assets:
Current assets

Southern Trinity Groundwater Conserva

tion District

Net Position — Proprietary Fund

September 30, 2016 and 2015

Capital and other assets (net of accumulated

depreciation and/or amortization)

Business-type

Business-Type

Total assets

Liabilities:

Short-term liabilities outstanding

Total liabilities

Net position:

Net investment in capital assets

Unrestricted net position

Total net position

Activities Activities

2016 2015
$ 385,918 $ 391,616
8,840 8.840
$394,758 $ 400,456
$ 15244 ¥ 6,958
$ 15,244 § 6,958
$ -0- $ -0-
379,514 393,498
$394,758 $ 393,498

The balance of unrestricted net position, (100%) of the total net position, may be used to
meet the District’s ongoing obligations to customers and creditors.

At the end of the 2015/2016 fiscal year, the District reports a favorable balance in all of
the categories of net position.



Southern Trinity Groundwater Conservation District
Revenues, Expenditures, and Changes in Net Position — Proprietary Fund
September 30, 2016 and 2015

Operating revenues:

Service and regulatory fees
Other revenues:
Investment earnings and other
miscellaneous revenues
Total revenues

Expenditures:
Operating:
Salaries, benefits, and intern
Professional fees
General and administrative
Total operating expenditures
Special projects
Total expenditures

Increase (decrease) in net Position

Net position, beginning of the year
Change in Capital Assets

Net position, end of the year

Business-Type

Business-Type

Activities Activities
2016 2015

$ 150,846 $ 138,663
1,030 1,065
151, 876 139,728
84,766 81,943
31,258 49,828
41,836 35,425
157,860 167,196
8,000 11,255
165,860 178,451
(13,984) (38,723)
393,498 432,221
-0- -0-
$ 379,514 $ 393,498

The District’s net position decreased $(13,984) during the current fiscal year. Overall,
operation cost decreased by $12,591 and, there was a 8.7% increase in revenue from well

production.



Capital Asset Administration

Capital Assets: The District’s investment in capital assets for its business-type activities
as of September 30, 2016, amounts to $ -0- (net of accumulated depreciation). In
February of 2012, the District enacted, through Board action, a Capital Policy of $25,000.
All new capital assets acquired costing less than $25,000 per item will be expensed as
budgeted. This policy is also consistent with the District’s bid protocol for purchases of
$25,000 or more.

Requests for Information

The design of this financial report is to provide a general overview of the District’s
finances for all those with an interest. Address any questions concerning the information
provided in this report or requests for additional financial information to the General
Manager of Southern Trinity Groundwater Conservation District, P.O. Box 2205, Waco,
Texas 76703.

vi
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Southern Trinity Groundwater Conservation District
STATEMENT OF NET POSITION
PROPRIETARY FUND
September 30, 2016 and 2015

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents
Invested Funds
Accounts Receivable
Total Current Assets

NON-CURRENT ASSETS
Capital Assets
Furniture and Equipment
Less Accumuliated Depreciation

Total Capital Assets (net of accum. deprec.)

Notes Recievable

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES
Accounts Payable
Accrued Payrol! Taxes

Total Current Liabilities

TOTAL LIABILITIES

NET POSITION
Net Investment in Capital Assets
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

Business-Type Activities

Enterprise Fund
Well Production

Business-Type Activities
Enterprise Fund
Well Production

Fund 2016 Fund 2015
$ 125,782.39 $ 129,197.50
247.309.067 246,690.07
12,826.55 15,728.11
385,918.01 391,615.68
- 7.545.75
- (7,545.75)
8,840.00 8.840.00
8.840.00 8.840.00
b 394.758.01 3 400.455.68
$ 15,243.84 $ 6,957.79
15,243.84 6,957.79
15,243.84 6,957.79
379,514.17 393,497.89
379.514.17 393.497.89
5 394,758.01 3 400,455.68

The accompanying notes are an integral part of these financial statements.
See Independent Auditors' Report
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Southern Trinity Groundwater Conservation District
STATEMENT OF REVENUES, EXPENBITURES, AND CHANGE IN NET POSITION

Operating Revenues:
Annual Well Fees
Well Production Fees
Well Drilling Permit
NHUPP Application Fee
HUPP Application Fee
Well Registration Fee

Total Operating Revenue

Onperating Expenses:
Advertising
Intern
Salaries
Payroll Taxes
Education
Insurance
Professional Fees - Accounting
Professional Fees - Auditing
Professional Fees - Engineering
Professional Fees - Geologist
Professional Fees - Legal
Professional Fees - Website
Dues and Fees
General and Administrative

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenditures)
Miscellaneous Income
Interest Income
Special Projects

Total Nonoperating Revenues
Change in Net Position

Total Net Position - Beginning
Adjustments

Total Net Position - Ending

PROPRIETARY FUND
For the years ended September 30, 2016 and 2015

Business-Type Activities
Enterprise Fund
Well Production

Business-Type Activities
Enterprise Fund
Well Production

Fund 2016 Fund 2015

h 7.450.00 5 6,900.00
130,316.58 122,734.68
3,479.01 3,328.14
6,000.00 1,000.00

- 1,000.00

3,600,600 3,700.00
150,845.59 138,662.82
575.88 1,252.48
25,387.88 22.726.12
54,999.96 54.999.96
4,378.50 4,216.49
1,153.84 400.00
4,832.32 5,440.68
4,525.00 4,325.00
11,429.53 19,846.09

3,108.96 -

7.362.50 19,434.69

- 778.10

2,944.33 9,943.44
37,161.00 21,829.29
157,859.70 165,195.34
(7.014.11) (26,532.52)
1,030.39 },064.50
(8,000.00) (13,255.50)
{6,969.61) (12,191.00)
(13,983.72) (38,723.52)
393,497.89 43222141

3 379.514.17 $ 393,497.89

The accompanying notes are an integral part of these financial statements.
See Independent Auditors' Report
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Southern Trinity Groundwater Conservation District
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
For the years ended September 308, 2016 and 2015

Business-Type Activities
Enterprise Fund
Well Production

Business-Type Activities
Enterprise Fund
Well Production

Fund 2016 Fund 2015
Cash Flows from Operating Activities
Cash received from customers 150,845.59 $ 138,662.82
Cash payments to suppliers (98,641.74) (117,940.61)
Cash payments to employees (54,999.96) (54,999.96)
Net Cash Provided by Operating Activities (2,796.11) (34,277.75)
Cash Flows from Capital and Related Financing Activities
Acquisition of certificates of deposit (619.00) (615.76)
Acquisition of capital assets - -
Net Cash Used by Capital and Related Financing Activities (619.00) (615.76)
Net (Decrease) Increase in Cash and Cash Equivalents (3,415.11) (34,893.51)
Cash and cash equivalents - beginning of year 129,197.50 164,091.01
Cash and cash equivalents - end of year 125,782.39 b 129.197.50
Reconcilliation of operating income to net cash provided by
or (used for) operating activities:
Change in net position (13,983.72) % (38,723.52)
Adjustments to reconcile operating increase in net position
to net cash provided by operating activites:
Depreciation expense - -
(Increase) decrease in accounts receivable 2,901.56 (1,278.33)
(Increase) decrease in notes receivable - 2,600.00
Increase (decrease) in accounts payable 8,286.05 3,124.10
Increase (decrease) in accrued payables - -
Total adjustments 11,187.61 4,445.77
Net Cash Used for Operating Activities (2,796.11) 3§ (34,277.75)

The accompanying notes are an integral part of these financial statements,

See independent Auditors' Report
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I11.

Southern Trinity Groundwater Conservation District
NOTES TO FINANCEIAL STATEMENTS
September 30, 2016

The Reporting Entity

Southern Trinity Groundwater Conservation District, formerly known as McLennan
County Groundwater District, was formed July 23, 2007. The creation of the District 1s
under Senate Bill number 1985. A five member board of Directors, the members of
which are appointed by the McLennan County Commissioners, governs the District.

Summary of Significant Accounting Policies
Measurement focus, basis of accounting and financial statement presentation

The operations of the District are reported in the proprietary fund.

The proprietary fund financial statemients are reporied using the economic resources,
measurement focus, and the accrual basis of accounting. Revenues are recorded when
earned and expenditures are recorded when a liability is incurred, regardless of the timing
of related cash flows. Grants and similar items are recognized as capital contributions as
soon as all eligibility requirements imposed by the provider have been met.

The District reports the following major proprietary fund:

The enterprise fund accounts for the activities of well production throughout McLennan
County.

Proprietary funds distinguish operating revenues and expenditures from non-operating
items. Operating revenues and expenditures generally result from providing services and
well production in connection with the proprietary fund’s principal on-going activities.
The principal operating revenues of the enterprise fund are charges to customers for well
production and services. Operating expenditures for the enterprise funds include the cost
of monitoring, billing of well production, administrative expenses and depreciation on
capital assets. All revenues and expenditures not meeting this definition are reported as
non-operating revenues and expendituzes.

Budgeting

The Board of Directors adopts an official budget at the beginning of each fiscal year.
The Board approves amendments to the budget as needed throughout the year.

Deposits and Investment Risk

The Board has designated one bank as the primary depository for the District’s operating
funds; American Bank of Waco, with a fiscal year-end balance of $125,782. The
secondary bank, from which a certificate of deposit was purchased, is First National Bank
of McGregor, with a fiscal year-end balance of $247,309.

The District’s cash and cash equivalents at September 30, 2016, were entirely covered by
FDIC insurance to the standard maximum deposit insurance amount of $250,000 per
institution and account type at the time of the highest combined balance.

The Public Funds Investment Act (PFIA) (Government Code Chapter 2256) contains
specific provisions in the areas of investment practices, management reports, and the
establishment of appropriate policies. The district has adopted the PFIA as its investment

policy.
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VI.

Southern Tririty Groundwater Conservation District
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

Capital Assets

Property and equipment are carried at cost or at fair market value, if acquired other than
by purchase. Estimated useful lives for deprecation calculations are as follows:

Years
Office and field equipment 3-5

Expenditures for major renewals and betterments that extend the useful lives of property
and equipment are capitalized according to policy. In February of 2012, the District
enacted, through Board action, a Capital Policy of $25,000. All new capital assets
acquired costing less than $25,000 per item will be expensed as budgeted. This policy is
also consistent with the District’s bid protocol for purchases of $25,000 or more.
Expenditures for maintenance and repairs are charged to expense as incurred. No assets
were pledged as collateral on September 30, 2016.

Depreciation

Depreciation of fixed assets is calculated using the straight-line method for the estimated
useful life of the assets, when applicable. Currently, there are no Capital Assets that have
not been fully depreciated and/or retired.

Litigation

The District has no pending litigation not covered by insurance that would materially
affect the financial statements of the District. However, there is a litigious settlement in
the amount of $13,000 under collection. The court ordered the settlement to be paid out
in monthly installments of $260 per month for 50 months. The balance, net of

installments at the fiscal year end was still $8,840 as there were no installments made
during the fiscal year under audit. Continued litigation in this matter is expected.

Subsequent Events

The District management has evaluated subsequent events through November 30, 2016;
the date the financial statements were available to be issued. No change to the financial
statements for the fiscal year September 30, 2016 is deemed necessary as a result of this
evaluation.
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ALTON D. THIELE, P.C.

CERTIFIED PUBLIC ACCOUNTANT
300 E. AVENUE C
P.O. BOX 808
BELTON, TX 76513-0808

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Southern Trinity Groundwater Conservation District
Waco, TX

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 Comptrolier
General of the United States, the basic financial statements of the business-type activities, of Southern Trinity
Groundwater Conservation District (the District) as of and for the year ended September 30, 2016, and have issued
our report thereon dated November 30, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on the basic financial statements but not for the purpose of expressing an opinion on the effectiveness
of the District’s internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

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 infernal
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.

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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s basic financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grants, 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 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 Auditing
Standards in considering the enfjty’s internal control and compliance. Accordingly, this communication is not

suitable for any othep-purpose.

Belton, Texas
November 30, 2016

Member Texas Society of Certified Public Accountants 6 Telephone: (234) 939-0701
Member American histitute of Certified Public Accountants E-Mail- Altonfidadicpa.com Fax: (254)933-7601
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Southern Trinity Groundwater Conservation District

STATEMENT OF REVENUE AND EXPENDITURES - PROPRIETARY FUND,
BUDGET (GAAP) AND ACTUAL

For the year ended September 30, 2016

Variance

Adopted Amendment (favorable)
Budget Entries Final Budget Actual unfavorabie
LS OF FUNDS
Operations
Advertising - Public Notice $§ 130000 §  1.,300.00 h 3575.88 (724.12)
Education 500.00 500.00 - (500.00)
Equipmesnt Expense 52.500.00 52,500.00 2963291 {22.867.09)
Lquipment [ease - - - 0.00
[nsurance & Bonds 1.120.00 - £.120.00 1,153.84 33.84
Inten/Contract Labor 24.180.00 - 24,180.00 25,187.488 1,207.88
Manager Salary 55,000.00 - 55,000.00 54,999.96 (0.04)
Membership Dues 6,135.00 - 6,135.00 294433 (3.190.67)
Mileage Reimbursement 3,600.00 - 3,600.00 2.936.00 {664.00)
Miscellaneous 1,500.00 - 1,500.00 365.13 (1,134.87)
Office Expense 1,000.00 - 1,000.00 408.84 (591.16)
Payroll Taxes 4,207.50 - 4.207.50 4.378.50 178.00
Postage 720.00 - 720.00 412,18 (307.82%
Professional Fees
Accounting 5,700.00 - 5,700.00 4.832.32 {8067.68}
Auditing 4,400.00 - 4.400.00 4,525.00 125.00
Enginecring/Geologist/Hydrologist 23,000.00 - 23,000.00 14,538.49 (8.461.51)
Legal 30,000.00 - 30,000.00 7.362.50 (22,637.50)
Websile 1.000.00 1,000.00 - (1,000.00
Rent/Lease 100.00 100.00 - {100.00)
Travel and Meetings 0.00
Meetings, Conventions, Seminars 1,200.00 - 1,200.00 - {1,200.00)
Telephone 3.900.00 - 3,900.00 3.405.94 {494.06)
Total Use of Funds rom Operations 221,062.50 - 221,062,50 [57.859.70 (63,202.80)
SQLURCE OF FUNDS
Opcrations
Annual Well Fees 7.350.00 - 7,350.00 7.450.00 (100.00)
Production Fees 124,245.60 M 124.245.60 130,316.58 (6,070.98)
Well Drilling Permit Fees - - - 3,479.01 (3.479.01)
Late Ann Well Fees - - - - 0.60
NHUPE Application Fees - - 6.000.00 (6.000.00)
HUPP Application l'ces - - - 0.00
Well Registration Fec - - - 3,600.00 (3.600.00)
Reserves from fund balance - 102,366.90 102,366.90 - 102.366.90
Total Operations £31.595.60 102,366.90 233.562.50 150.845.59 8311691
Investmesls
Interest 2,100.00 - 2.100.00 £.030.39 1.06%.61
Total Investments 2.100.60 - 2,100.00 1,030.39 1,069.61
Total Source of Funds 133,695.60 102,366.90 236,062.50 151.875.98 84,186.52
DEFICIT OF REVENUES OVER EXPENDITURES
(excluding special projects) (87,366.90) 102,366,590 15,000.00 {5,983.72)
SPECIAL PROJECTS
Trinity Aquifer Assessment - - - -
Brazos Alluvium 15.000.00 - 15,000.00 £.000.00
Hensel! Formation - - - -
FHLM Grant - - -
Well Data Website - - - -
15.000.00 15.000.00 $.000.00

DEFICIT OF REVENUES OVER EXPENDIFURES $(102.566.90) §$102,366.90

$(13.983.72)




