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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Southern Trinity Groundwater Conservation District

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major fund of
Southern Trinity Groundwater Conservation District as of and for the vear ended September 30, 2019, and the
related notes to the financial statements, which collectively comprise Southern Trinity Groundwater Conservation
District’s basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the 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 cogtrol 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 overal
presentation of the financral statements.

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



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Management’s Discussion and Analysis
For the Year Ended September 30, 2019

[n this section of the annual financial report, we, the managers of Southern Trinity Groundwater Conservation
Disirict (the District), discuss and analyze the District’s financial performance. Please read it in conjunction with
the independent auditors' report on page [ and the District’s basic financia! statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

¢ The District’s net position increased by $24,592 as a result of this year's operations.
»  The ending net position was $543,230.

e During the year, the District had expenses that were $24,592 less than the $195,626 generated in
revenues.

¢ Total expenditures of all the District’s programs were $171,034, for the fiscal year ended September
30, 2019,

¢ The resources available for appropriation were $13,397 more than budgeted due to no equipment
being purchased in fiscal year 2019,

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: (1) Management's Discussion and Analysis (this section), (2)
government-wide and fund financial statements, and (3} notes to the financial statements. The government-wide
financial statements include the Statement of Net Position, and Statement of Activites (on pages 9 and 10). These
provide information about the activities of the District as a whole. They reflect the flow of total economic
resources in a manner similar to the financial reports of a business enterprise.

Fund financial statements (starting on page 9) are shown in conjunction with the government-wide financial
statements. These fund financial statements report the District’s operations in more detail than the government-
wide statements by providing information about the District’s most significant funds. For governmental activities,
these statements tell how services were financed in the short-term, as well as what resources remain for future
spending. They reflect the fiow of current resources and supply the basis for any tax levies and the appropriations
budget,

The notes to the financial statements, starting on page 11, provide narrative explanations or additional data needed
for full disclosure in the government-wide statements and fund financial statements, This report also contains the
budgetary comparison schedule as required supplementary information in addition to the government-wide and
fund financial statements themselves.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad overview of the District’s
finances, in a manner similar to a private-sector business, The government-wide financial statements use the
economic resources measurement and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred regardless of the timing of the related cash flow.

The statement of net position presents information on all of the District’s assets and liabilities, with the difference
between the two reported as net position. The District’s net position (the difference between assets and



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Management’s Discussion and Analysis
For the Year Ended September 30, 2019

REQUIRED SUPPLEMENTARY INFORMATION

The budgetary comparison schedule is presented for purposes of additional analysis as required by accounting
principles generally accepted in the United States of America. The schedule can be found on page 17 of this

report.
GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Distniet implemented GASB 34 during the fiscal year ended September 30, 2004, The following analysis
focuses on the Net Position (Table I) and Changes in Net Position (Table 1I) of the District’s governmental fund
activities.

Net position increased from $518,638 to $543,230. Unrestricted net position the part of net position that can be
used to finance day-to-day operations without constraints established by debt covenants, enabling legislation, or
other iegal requirements was $543,230 at September 30, 2019.

The District’s total revenues decreased by $49,892 when comparing the year 2019 to 2018. The cost of all
governmental activities this year was $171,034 compared to $149,480 in the previous year. Therefore, revenues
decreased while expenses increased.



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Management’s Discussion and Analysis
For the Year Ended September 30, 2019

Table [T
SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT

STATEMENT OF ACTIVITIES

Governmental Governmental
Funds Funds
2019 2018
Revenues
Well fees $ 21,958 3 26,157
Production fees 167,390 167,782
Fmes and penalties - 41,000
NHUPP application fees - 7,000
Interet income 5278 -
Other mcome 1,600 3,579
Total Revenues 185,626 245518
Expenses
Operating expenses 171,034 149,480
Total Expenses 171,034 149,480
Increase m net position 24592 96,038
Net position - beginning of the year 518,638 422,600
Net position - end of the year 3 543230 3 518,638

FUND FINANCIAL ANALYSIS

The focus of the District’s governmental fund is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the District’s financing requirements. In
particular, fund balance may serve as a useful measure of a government's net resources available for spending for
program purposes at the end of the fiscal year.

As the District completed the current fiscal vear, its governmental fund, which consists of one general fund, as
presented in the governmental fund balance sheet on page 9 reported an ending fund balance of $543,230, which
15 $24,592 higher than [ast year's total of $518,638. The District’s major source of revenue is from well
production fees. The fund balance represents funds available for operations.

-7 -



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Governmental Fund Balance Sheet and Reconciliation to the Statement of Net Position

September 30, 2019
General Statement of
Fund Adjustments Net Position
Assets
Cash and cash equivaienis 5 244 341 $ - b 244 341
Temporary investments 300,822 - 300,822
Total Assets g 545,163 - 545,163
Liabilities
Accounts payable $ 1,933 - 1,933
Total Liabilitics 1,933 - 1,933
Fund Balance
Unassigned 543,230 (543,230) -
Total Fund Balance 543,230 (543,230) -
Total Liabilities, Deferred Inflows, and
Fund Balance $ 545,163
Net Position
Unrestricted 543,230 543,230
Total Net Position 5 543,230 3 543,230

The accompanying notes are an infegral part of the financial statements.
-9



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balance
and Reconciliation to the Statement of Activities
For the Year Ended September 30, 2019

Governmental Statement of
Funds Adjustments Activities
Revenues
Annual well fees $ 7,850 $ - 3 7,950
Well production fees 167,390 - 167,390
Well driiling permit fees 7,208 7,208
Well registration fees 6,800 - 6,800
Interest income 5,278 - 5,278
(Other income 1,000 - 1,000
Total Revenues 195,626 195,626
Expenditures
Advertising 1,005 - 1,005
Insurance 1,207 - 1,207
Intern 23,760 - 23,760
Membership dues 1,338 - 1,338
Mileage reimbursement 2,499 - 2,499
Miscellaneous 1,395 1,395
Office supplies and expenses 7,728 - 7,728
Payroll taxes 4781 - 4,781
Postage 536 - 536
Professional fees 43,261 - 43,261
Salary 62,500 - 62,500
Special projects 18,669 18,669
Travel 807 - 807
Utilities 1,548 - 1,548
Total Expenditures 171,034 - 171,034
Excess of revenues over expenditures 24,592 (24,592) -
Change in net position - 24,592 24,592
Fund balance/net position:
Beginning of year 518,638 - 518,638
End of year § 543230 $ - $ 543230

The accompanying notes are an integral part of the financial statements.
210 -



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statements
For the Year Ended September 30, 2019

1. Mature of Activities

The Southern Trinity Groundwater Conservation District {the "District") was created by the Texas State
Legislature in 2007 in order to carry out groundwater conservation. The purpose of the District is to
determnine policy and regulate the withdrawal and use of groundwater within the boundaries of the
District. The District is governed by a five member Board of Directors ("the Board") appointed by the
McLennan County Commissioners.

Z. Summary of Significant Accounting Policies

The following is a summary of certain significant accounting policies followed in the preparation of the
{inancial statements of Southern Trinity Groundwater Conservation District .

The District is a governmental entity with its principal office in Waco, Texas from which it oversees
operations in surrounding areas. Principal revenues are well production fees from cities for the purpose of
controlling the groundwater of McLennan County. The board of directors constitutes an on-going entity
and is the level of government which has governance responsibilities over all activities.

Reporting Entity

The accounting policies of the District conform to U.S. generally accepted accounting principles, as
applicable to special purpose governmental units. Since the District has a separately appointed governing
body, and is legally separate and is fiscally independent of other state and local governments, it is treated
as a primary government unit not included in any other governmenta! financial reporting entity. No other
entities were identified or included within the “reporting entity” as defined by Governmental Accounting
Standards Board (GASB) Statement No. 61, The Financial Reporting Entity.

The District has developed criteria to determine if the activities of any outside agencies or organizations
should be included within its financial statements. The criteria includes the amount of oversight
responsibility exercised by the District over the activities of an agency or organization, the scope of
public service of an agency or organization, and the rature of any special financing relationships which
may exist between the District and an agency or organization. Oversight responsibility includes financial
interdependency, selection of the governing District, designation of management, the ability to
significantly influence operations, and accountability for fiscal matters. The District’s financial statements
include all funds over which the District exercises oversight respensibility. The District does not exercise
oversight responsibility over any other reporting entity. Also, the District is not included as a part of any

other reporting entity,
Government-wide and Fund Financial Starements

The Statement of Net Position and the Statement of Activities are government-wide financial statements.
They report information on all of Southern Trinity Groundwater Conservation District . The fund
financial statements provide reports on the financial condition and results of operations for the
governmental funds,



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statements
For the Year Ended September 30, 2019

2. Sommary of Significant Accounting Policies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements use the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of the related cash flows.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities
and fund balances are included on the balance sheet. Operating statements of these funds present net
increases and decreases in current assets (L.e., revenues and other financing sources and expenditures and
other financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measureable and available, and it recognizes expenditures in the accounting period in which
the fund liability is incurred, if measurable, except for unmatured interest and principal on long-term debt,
which is recognized when due. The expenditures related to certain compensated absences and claims and
Judgments are recognized when the obligations are expected to be liquidated with expendable available
financial rescurces. Southern Trinity Groundwater Conservation District considers all revenues available
if they are collectible within 60 days after year end.

Revenues from local sources consist primarily of well production fees. These revenues are recognized
under the susceptible-to-accrual concept. Miscellaneous revenues are recorded as revenue when received
in cash because they are generally not measurable until actually received. Investment eamings are
recorded as earned, since they are both measurable and available,

Cash and Cash Equivalents

Cash and cash equivalents includes all short-term liquid investments convertible into cash and includes
cash and money market accounts with an original maturity of less than three months.

Capital Assets

Capital assets, which include office equipment and furniture, are reported in the government-wide
financial statements. Assets are recorded at historical cost or estimated historical cost. A capitalization
threshold of $25,000 is used. As of September 30, 2019, the District has no capital assets.

-1z -



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statements
For the Year Ended September 30, 2019

Z. Summary of Significant Accounting Policies (Continued)

Budget

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.

Estimates

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

Fund Accounting

The District reports the following major governmental funds:

General Fund
This is the District’s primary operating fund. It accounts for all financial resources of the District.

Fund Balance
Fund balance is reported in the following classifications,

Non-spendable — amounts that cannot be spent because it is not in a spendable form
(prepaid expenses, deposits, etc.) or legally or contracfually required to be maintained,
Non-spendable classification includes items not expected to be converted to cash.

Restricted — resources which have spending constraints that are externally imposed by
creditors, debt covenants, contributors, grantors, law, etc.

Committed — amounts that are to be used only for a specific purpose, which is determined
internally by formal action of the government’s highest level of decision making
authority. Changes can only be made by taking the same formal action that was used to
place the constraints, Formal actions are noted in board meeting minutes. The board of
directors has the highest level of decision making authority.

Assigned — amounts in this categery are constrained by the government’s intent to be
used for a specific purpose, but are aeither restricted nor committed. The board of
directors or an individual authorized by the Board is able to assign amounts to a specific

purpose.

Unassigned — fund balance remaining after allocation of non-spending, restricted,
committed, and assigned funds. This is the residual balance of the general fund.

-13 .



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statemenis
For the Year Ended September 30, 2019

2.

Summary of Significant Accounting Policies {Continued)
Long-term Debt

Southern Trinity Groundwater Conservation District does not have any long-term debt for the year ended
September 30, 2019.

Ieposits and Envestments

The District is required by Government Code Chapter 2256, The Public Funds Investment Act, to adopt,
implement, and publicize an investment policy. That policy must address the following areas: (1) safety
of principal and iiquidity, (2} portfolio diversification, (3) allowable investments, {4} acceptable risk
levels, {5) expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7)
maximum average dollar-weighted maturity allowed based on the stated maturity date for the portfolio,
(8) investment staff quality and capabilities, and (9) bid solicitation preferences for certificates of deposit.

The Public Funds Investment Act ("the Act") requires an annual audit of investment policies. Audit
procedures in this area conducted as a part of the audit of the financial statements disclosed that in the
areas of investment practices, management reports and establishment of appropriate policies, the District
adhered to the requirements of the Act. Additionally, investment practices of the District were in
accordance with local policies.

The Act determines the fypes of investments which are allowable for the District. These include, with
certain restrictions, (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2)
certificates of deposit, (3) certain municipal securities, (4} money market savings accounts, (5)
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed
investment contracts, and {10) common {rust funds.

Additicnal contractual provisions governing deposits and investments are as follows:

The funds of the Southern Trinity Groundwater Conservation District must be deposited and invested
under the terms of a contract, contents of which are set out in the Depository Contract Law. The
depository bank places approved pledged securities for safekeeping and trust with the District’s agent
bank in an amount sufficient to protect District funds on a day-to-day basis during the period of the
contract. The pledge of approved securities is waived only to the extent of the depository bank's dollar
amount of Federal Deposit Insurance Corporation (FDIC) insurance.

At September 30, 2019, cash deposits in excess of the FDIC insured amount were $7.553.



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statements
For the Year Ended September 30, 2019

3.

Breposiis and Investiments (Centinued)
Analysis of Specific Deposit and Investment Risks

GASB Staternent No. 40 requires a determination as to whether the District was exposed to the following
specific investment risks at year end and, if so, the reporting of certain related disclosures:

a. Credit Risk - Credit risk is the risk that an issuer or other counter party to an mvestment will not
fulfill its obligations. The ratings of securities by nationally recognized rating agencies are designed
to give an indication of credit risk. At year end, the District’s investments, other than those which are
obligations of or guaranteed by the U.S. Governunent, are related as to credit quality.

The Southem Trinity Groundwater Conservation Disfrict does not invest in debt securities.

b, Custodial Credit Risk - Deposits are exposed to custodial credit risk if they are not covered by
depostitory insurance and the deposits are uncollateralized, collateralized with securities held by the
pledging financial institution, or collateralized with securities held by the pledging financial
institution's trust departmment or agent but not in the District’s name.

Investment securities are exposed to custodial eredit risk if the securities are uninsured, are not
registered in the name of the govermnment, and are held by either the counterparty or the counterparty’s
trust department or agency but not in the District’s name.

At year end, the District was exposed to a custodial credit risk of $7,553.

¢. Concentration of Credit Risk - This risk is the risk of loss attributed to the magnitude of a
government's investment in a single issuer. At year end, the District had no positions of 5% or more
in the securities of a single issuer.

The District’s undesignated temporary investments at September 30, 2019, are shown below:

Carrymg Far
Amourt Value
Certificates of Deposit $ 300822 $ 300,822

$ 300,822 $ 300,822

d. TInterest Rate Risk - This is the risk that changes in interest rates wili adversely affect the fair value of
an investment. At year end, the District has a formal investment policy that limits investment
mafturities as a means of managing its exposure to fair value losses arising {rom mcreasing interest
rates.

e. Foreign Currency Risk - This is the risk that exchange rates will adversely affect the fair value of an
instrument. At year end, the District was not exposed to foreign currency risk.

-15-



SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Notes to the Financial Statements
For the Year Ended September 30, 2019

4,

10.

Capital Assets

The District had no assets over the capitalization threshold of $25,000 at September 30, 2019.
Long-Term Debt
The Disirict has no long-term debt.

Risk Management

The District is exposed to variows risks of loss related to torts, thefis, damage or destruction of assets,
errors and omissions, njuries to employees, and natural disasters. The District purchased commercial
imsurance to cover generai labilities. There were ne significant reductions in coverage in the past fiscal
year and there were no settlements exceeding insurance coverage.

Retiremeni/Social Security

The District dees not participate in any retirement or pension plan; hewever, they contribute o the Social
Security system.

Litigation
At September 30, 2019, the District was not involved in any litigation.
Concentration of Business

As of September 30 2019, five of the entities that pay production fees, comprise fifty percent of the total
revenue from these fees,

Management Review of Subsequent Events

Management has evaluated subsequent events through December 20, 2019, the date on which the
financial statements were available to be issued.
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SOUTHERN TRINITY GROUNDWATER CONSERVATION DISTRICT
Required Supplementary information
Budgetary Companison Schedule - General Fund
For the Year Ended September 30, 2019

Variance with

Budgeted Amounts Final Budget
Actual Postive
Original Final Amounts {Negative)
Revenues
Annual well fees § 7,950 b3 7,950 $ 7,950 $ -
Well production fees 148,156 148,156 167,390 19,234
Well drilling permit fees 4,000 4,000 7,208 3,208
Well registration fees - - 6,800 6,800
Fines and penalties 30,000 30,000 - (30,000}
Interest income 3,570 3,570 5,278 1,708
Other income - - 1,060 1,600
Total Revenues 193,676 193,676 195,626 1,950
Expenditures
Advertising 1,200 1,200 1,003 195
Education and seminars 500 500 - 300
Equipment 13,060 15,060 - 15,000
Insurance 1,120 1,120 1,207 (87
Intern 24,180 24,180 23,760 420
Membership dues 1,135 1,135 1,338 {203)
Mileage reimbursement 3,000 3,000 2,499 501
Miscellaneous 5,000 5,000 1,395 3,605
Office supplies and expenses 750 750 7,728 (6,978)
Payroli taxes 4,781 4,781 4,781 -
Postage 600 600 536 64
Professional fees 41,753 41,755 43,261 (1,506)
Salary 62,500 62,500 62,500 -
Special projects 18,000 18,000 18,66% (669)
Travel 2,000 2,000 807 1,193
Utilities 960 960 1,548 (588)
Total Expenditures 182,481 182,481 171,034 11,447
Excess Revenues Over (Under) Expenditures 11,195 11,195 24,592 13,397
Fund Balance - Beginning of the Year 518,638 518,638 518,638 -
Fund Balance - End of the Year 3 529,833 $ 529,833 3 543,230 $ 13,397

See independent auditors’ report.
-17-



