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Independent Auditors’ Report

Board of Directors
Beeville Water Supply District
Beeville, Texas

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Beeville Water Supply District (the “District”) as of and for the year
ended September 30, 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 from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the 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.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of Beeville
Water Supply District as of September 30, 2015, and the respective changes in financial position
for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3
through 8 and 28, respectively, 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

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The Texas Supplementary
Information (TSI) listed in the table of contents is presented for purposes of additional analysis
and is not a required part of the financial statements. This information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.
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Sugar Land, Texas
March 21, 2016
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Management’s Discussion and Analysis

As management of the Beeville Water Supply District (the District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of
the District for the year ended September 30, 2015.

FINANCIAL HIGHLIGHTS

e The assets of the District exceeded its liabilities at the close of the most recent fiscal
year by $6,016,591 (Net Position).

e As of September 30, 2015, the District's governmental funds reported an ending
fund balance of $662,606.

e The District’s cash balance at September 30, 2015 was $663,586, representing a
decrease of $338,093 from September 30, 2014.

e The District had general revenues of $373,765 and program revenues, net of
expenses, of $390,807 for the year ended September 30, 2015.

e At the end of the fiscal year, unrestricted and unassigned fund balance for the
General Fund was $32,418, or 12 percent of total General Fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements include three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

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

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. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.

The statement of activities presents information showing how the District’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that did not
affect cash flows in this fiscal period (e.g., depreciation).

The government-wide financial statements present functions of the District that are provided
from funding sources (governmental activities). The government-wide financial statements can
be found on pages 10-13 of this report.



FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The funds of the District consist solely of governmental funds (the General
Fund, Debt Service Fund and Capital Projects Fund).

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

Because the focus of the governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented in the governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financial decisions. Both the governmental funds balance sheet and
the governmental funds statement of revenues, expenditures, and changes in fund balances
provide an adjustments column to facilitate this comparison between the governmental funds
and governmental activities. The basic governmental fund financial statements can be found on
pages 10-13 of this report.

NOTES TO THE FINANCIAL STATEMENTS

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 15 through 26 of this report.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the District’s General Fund budget.
Required supplementary information can be found on page 28 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the District, assets exceeded liabilities by $6,016,591 as of
September 30, 2015.

The largest portion of the District’s net position reflects its investment in capital assets (e.g.
infrastructure), less any related debt used to acquire those assets that is still outstanding. The
District uses these capital assets to provide services to the customers we serve; consequently,
these assets are not available for future spending.
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Additionally, a portion of the District’s net position represents unrestricted financial resources
available for future operations.

SUMMARY OF STATEMENT OF NET POSITION
For the Fiscal Years Ended September 30, 2015 and 2014

Governmental
Activities
2015 2014
Assets
Current and other assets 732,075 1,081,917
Capital assets, net $ 5646931 $ 5,667,777
Total Assets 5,646,931 6,749,694
Liabilities
Current Liabilities:
Accounts Payable 980
Noncurrent Liabilities:
Long-term liabiltiies 360,000 715,000
Other liabilities 298
Total Liabilities 360,980 715,298
Net Position:
Investment in capital assets 5,286,931 4,952,777
Restricted 629,733 873,189
Unrestricted 99,927 208,430
Total Net Position $ 6,016,591 $ 6,034,396




I

Net position of the District, all of which relate to governmental activities, increased by
$418,927. Key elements of the increase are as follows:

CHANGES IN NET POSITION
For the Fiscal Years Ended September 30, 2015 and 2014

Governmental
Activities
2015 2014

Revenues

Program revenues:

Property taxes, penalties and interest $ 372,765 $ 821,806
Investment income and other 237 612
Total Revenues 373,002 822,418
Expenses

General Government 92,578 84,782
Water Production 3,213 3,169
Debt service 21,129 44,425
Depreciation and amortization 273,887 271,115
Total Expenses 390,807 403,491
Changes in Net Position (17,805) 418,927
Net position, beginning 6,034,396 5,615,469
Net Position, Ending $ 6,016,591 $ 6,034,396

2014 REVENUES

Interest &
Other
0%

Property
Taxes
100%
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FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

As previously noted, the District uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. The District’s governmental funds are discussed below:

Governmental Funds - The focus of the District's governmental funds 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
balances 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 of September 30, 2015, the District’s governmental funds, which consist of a general fund,
debt service fund and capital projects fund, reported an ending fund balance of $662,606,
which is a decrease of $339,073 from last year’s total of $1,001,679. As a measure of the
general fund’s liquidity, it may be useful to compare unreserved fund balance to total fund
expenditures.  Unreserved fund balance represents 12 percent of total general fund
expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - The District’s investment in capital assets as of September 30, 2015 amounts
to $5,646,931 (net of accumulated depreciation). This investment in capital assets includes
infrastructure.

CAPITAL ASSETS SCHEDULE
Governmental
Activities
2015 2014
Capital assets being depreciated:
Construction in progress 253,041 33,725
Filtration and Plumbing 3,380,676 3,380,676
Raw Water System 1,354,792 1,354,792
Water Transmission Line 3,778,253 3,778,253
Morrill Water Treatment Plant 2,315,251 2,281,526
Less: accumulated depreciation (5,435,082) (5,161,195)
Total Capital Assets, Net $ 5,646,931 $ 5,667,777

Additional information on the District’s capital assets can be found in Note 6 in the notes to
financial statements.

LONG-TERM DEBT

As of September 30, 2015, the District has a total bonded debt outstanding of $360,000.
Interest expense for the 2015 fiscal year totaled $20,673 on this bonded debt. There were no
new bond issues in 2015. These outstanding bonds have maturities ranging from 2015 to



2016. Additional information on the District’s long-term debt can be found in Note 7 in the
notes to the financial statements.

ECONOMIC FACTORS

e Unrestricted and unassigned fund balance in the General Fund decreased by $95,774 to
$32,418. A balanced budget was projected.

REQUESTS FOR INFORMATION

The financial report is designed to provide a general overview of the Beeville Water Supply
District’s finances for all those with an interest in the District’s finances. Questions concerning
any of the information provided in this report or requests for additional financial information
should be addressed to the Beeville Water Supply District.
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EEVILLE WATER SUPPLY DISTRICT

STATEMENT OF NET POSITION AND GOVERNMENTAL FUNDS

BALANCE SHEET

September 30, 2015

General

Debt
Service

Capital
Projects

Assets

Cash and temporary investments $
Receivables:

Property taxes -net of uncollectible
Capital assets, net of accumulated depreciation:

Construction in progress

Filtration and Plumbing

Raw Water System

Water Transmission Line

Morrill Water Treatment Plant

33,398

318,258

68,489

$

311,930

Total Assets

33,398

386,747

311,930

Liabilities, Deferred Inflows and Fund Balances/Net Position
Liabilities
Current Liabilities:
Accounts Payable
Total Current Liabilties

Noncurrent Liabilities:
Accrued interest on bonds

Current portion of bonds
Long-term portion of bonds

980

980

Total Noncurrent Liabilities

Total Liabilities

980

Deferred Inflows of Resources
Unavailable revenue - property taxes

68,489

Fund Balances/Net Position

Fund Balances:
Restricted for debt service
Restricted for capital projects
Unrestricted and unassigned

32,418

318,258

311,930

Total Fund Balances

32,418

318,258

311,930

Total Liabilities, Deferred Inflows and Fund Balances $

33,398

386,747

$

311,930

Net Position:
Investment in capital assets
Restricted

Unrestricted
Total Net Position

See Notes to Financial Statements. 10
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Adjustments Statement of
Total (Note 2) Net Position

$ 663,586 $ $ 663,586

68,489 68,489

253,041 253,041

1,323,344 1,323,344

480,819 480,819

1,479,813 1,479,813

. 2,109,914 2,109,914

732,075 5,646,931 $ 6,379,006

980 980

980 980

455 455

360,000 360,000

360,455 361,435

980 360,455 362,415
68,489 (68,489)
318,258 (318,258)
311,930 (311,930)
32,418 (32,418)
662,606 (32,418)

$ 732,075

5,286,931 5,286,931

629,733 629,733

99,927 99,927

$ 6,016,591 $ 6,016,591
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BEEVILLE WATER SUPPLY DISTRICT

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

Year Ended September 30, 2015

Debt Capital
General Service Projects
Revenues
Property taxes, penalties and interest $ $ 385,196 $
Investment earnings 17 120 100
Total Revenues 17 385,316 100
Expenditures/Expenses
Current:
General government 92,578
Water production 3,213
Debt Service
Principal 355,000
Interest and fiscal charges 20,674
Capital Projects
Capital outlay 253,041
Depreciation and amortization
Total Expenditures/Expenses 95,791 375,674 253,041
Other Financing Sources (Uses)
Transfers
Excess (Deficiency) of Revenues
Over (Under) Expenditures (95,774) 9,642 (252,941)
Change in Net Position
Fund Balances/Net Position - Beginning (as restated) 128,192 308,616 564,871
Fund Balances/Net Position - Ending $ 32418 $ 318,258 $ 311,930

See Notes to Financial Statements.

12
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Adjustments Statement of
Total (Note 2) Activities
$ 385,196 $ (12,431) % 372,765
237 237
385,433 (12,431) 373,002
92,578 92,578
3,213 3,213
355,000 (355,000)
20,674 455 21,129
253,041 (253,041)
273,887 273,887
724,506 (333,699) 390,807
(339,073) 321,268
(17,805) (17,805)
1,001,679 4,904,920 6,034,396
$ 662,606 $ 4,887,115 $ 6,016,591
13
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BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the District conform with accounting principles generally accepted
in the United States of America. The following is a summary of the most significant policies:

A. Reporting Entity

Beeville Water Supply District (the “District”) is a conservation and reclamation district
created under Chapter 432 Acts of the 66% Legislature Regular Session, 1979, of the laws
of the State of Texas, and pursuant to Article XVI, Section 59 of the Texas Constitution.
The District encompasses approximately 3,085 acres with District boundaries mostly in the
City of Beeville, Texas (the “City").

The District is a political subdivision of the State of Texas governed by an elected five
member board and is considered a primary government. As required by generally
accepted accounting principles, these general purpose financial statements have been
prepared based on considerations regarding the potential for inclusion of other entities,
organizations, or functions as part of the District's financial reporting entity. Based on
these considerations, no other entities, organizations, or functions have been included in
the District's financial reporting entity. Additionally, as the District is considered a primary
government for financial reporting purposes, its activities are not considered a part of any
other governmental or other type of reporting entity.

Considerations regarding the potential for inclusion of other entities, organizations, or
functions in the District's financial reporting entity are based on criteria prescribed by
generally accepted accounting principles. These same criteria are evaluated in
considering whether the District is a part of any other governmental or other type of
reporting entity. The overriding elements associated with prescribed criteria considered in
determining whether the District's financial reporting entity status is that of a primary
government are that it has a separately elected governing body; it is legally separate; and
it is fiscally independent of other state and local governments. Although not considered
significant in the District's reporting entity evaluation, other prescribed criteria under
generally accepted accounting principles include considerations pertaining to organizations
for which the primary government is financially accountable; and considerations pertaining
to other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete.

The District is authorized to acquire or construct reservoirs, wells, and all other facilities
necessary or useful for the purpose of diverting, impounding, drilling, storing, testing, and
transporting water to the City of Beeville, Texas. No project by the District may be
constructed until the plans are approved by the Texas Commission on Environmental

Quality (TCEQ).
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BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3)

The District is governed by a five-member Board of Directors elected by the voters of the
District. Each Director must be a resident of the District.

The existing water treatment and distribution system consists of a filtration and treatment
plant located at Lake Corpus Christi, two pump stations, and an 18.1 mile, 24 inch
transmission line, which connects with the City's distribution system. The filtration plant
has a capacity of 6 million gallons of water a day. The system, which currently provides
water to about 18,000 people, has the capacity to serve 30,000 people.

The District owns the system and the maintenance and operations are carried out by the
City under the provision of a Maintenance Operating Contract dated December 1, 1982.

The District obtains raw water pursuant to a Water Supply Agreement with the City of
Corpus Christi, Texas. Water supplied to the City is limited by the Water Supply Contract.
The amount of water available to purchase in any given year is based on prior
consumption, as well as other factors.

Financial Statement Presentation

Management’s Discussion _and Analysis - GASB Statement No. 34 requires that
financial statements be accompanied by a narrative introduction and analytical overview of
the government’s financial activities in the form of “management’s discussion and
analysis” (MD&A). This analysis is similar to the analysis that private sector companies
provide in their annual reports.

Government-wide Financial Statements - The reporting model includes financial
statements prepared using full accrual accounting for all of the government’s activities.
This approach includes not just current assets and liabilities, but also capital assets and
long-term liabilities (such as buildings and infrastructure and general obligation debt).
Accrual accounting reports all of the revenues and costs of providing services each year,
not just those received or paid in the current or soon thereafter, as is the case with the
modified accrual basis of accounting. Governments report all capital assets, including
infrastructure, in the government-wide Statement of Net Position and report related
depreciation expense, the cost of “using up” capital assets, in the Statement of Activities.
The net position of a government is broken down into three categories: 1) investment in
capital assets; 2) restricted; and 3) unrestricted.

Fund Financial Statements - These statements focus on the District’s major funds and
are prepared using the modified accrual basis of accounting.

Government-wide and Fund Financial Statements
The government-wide financial statements (i.e. the statement of net position and the

statement of activities) report information on all the non-fiduciary activities of the primary
government and its component units, as applicable. The effect of interfund activity has

16
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BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3

been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable. The District
had no business-type activities or component units as of and for the year ended
September 30, 2015.

The governmental funds financial statements consist of the balance sheet and statement
of revenues, expenditures and changes in fund balance. These financial statements have
been adjusted to arrive at the government-wide financial statement balances (statement
of net position and statement of activities). Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

Governmental funds financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenue to be available if collected within 60 days of the end of the
current fiscal period. Revenues accrued include interest earned on investments and
income from District operations. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service requirements, as well as
expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due.

The Governmental Accounting Standards Board has issued Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB 54). This Statement
defines the different types of fund balances that a governmental entity must use for
financial reporting purposes. GASB 54 requires the fund balance amounts to be properly
reported within one of the following fund balance categories:

Nonspendable:
To indicate fund balance associated with inventories, prepaids, long-term loans and notes
receivable and property held for resale (unless the proceeds are restricted, committed or

assigned).
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BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3)

Restricted:

To indicate fund balance that can be spent only for the specific purposes stipulated by
constitution, external resource providers, or through enabling legislation.

Committed:
To indicate fund balance that can be used only for the specific purposes determined by a

formal action of the Board of Directors (the District’s highest level of decision-making
authority).

Assigned:

To indicate fund balance to be used for specific purposes but do not meet the criteria to
be classified as restricted or committed.

Unassigned:
To indicate the residual classification of fund balance in the General Fund and includes all
spendable amounts not contained in the other classifications.

In circumstances where an expenditure is made for a purpose for which amounts are
available in multiple fund balance classifications, fund balance is generally depleted in
the order of restricted, committed, assigned and unassigned.

GASB 54 requires disclosure of any formally adopted minimum fund balance policies.
The District does not currently have any such policies.

The accounting system is organized on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts, which comprise its assets,
liabilities, fund equity or deficit, revenues and expenditures.

The District reports the following governmental funds:

General Fund

The General Fund is used to account for the operations of the District and all other
financial transactions not properly includable in other funds. Expenditures include all
costs associated with the daily operations of the District.

Debt Service Fund

The Debt Service Fund is used to account for the payment of interest and principal on
the District's general long-term debt. The primary source of revenue for debt service
is property taxes pursuant to requirements of the District's bond resolutions.
Expenditures include costs incurred in assessing and collecting these taxes.

Capital Projects Fund
The Capital Projects Fund is used to account for the expenditure of bond proceeds for
the construction of the District’s water and sewer facilities.

18
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BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3

Deferred Inflows of Resources

Deferred inflows of resources represent an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. Deferred inflows of resources consist of unearned tax revenues.

Budget

An unappropriated budget is adopted for the General Fund. The budget is prepared using
the same method of accounting as for financial reporting and serves as a planning tool.
Encumbrance accounting is not utilized.

Investments

The District classifies investments that have a remaining maturity of one year or less at
the date of purchase as “money market investments” in accordance with Governmental
Accounting Standards Board Statement No. 31, “Accounting and Reporting for Certain
Investments and External Investment Pools” (Statement No. 31). Statement No. 31
defines “money market investments” as short-term, highly liquid debt instruments
including commercial paper, banker’s acceptances and U.S. Treasury and agency
obligations. The District values its “money market investments” at cost, which is
considered to approximate market value. The District’s certificates of deposit, if any, are
recorded at cost in accordance with Statement No. 31.

Short-Term Internal Receivables/Payables

During the course of operations, transactions occur between individual funds for specified
purposes. These receivables and payables are classified as internal receivables and
payables on the combined balance sheet. These amounts are eliminated for government-
wide presentation.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets are
reported in the government-wide financial statements. Capital assets, other than
infrastructure items, are defined by the government as assets with an initial, individual
cost of more than $5,000 and an estimated useful life in excess of one year. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of
donation.

19



BEEVILLE WATER SUPPLY DISTRICT
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3

Property, plant, and equipment of the primary government is depreciated using the
straight-line method over the following estimated useful lives:

Estimated
Asset Description Useful Life
Construction in progress N/A
Infrastructure 10-50 years

H. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities statement of net
position. Bond premiums or discounts are deferred and amortized over the life of the
bonds. Bonds payable are reported net of any applicable bond premium or discount.

In the fund financial statements, governmental fund types recognize bond premiums or
discounts during the current period. The face amount of new debt issued is reported as
other financing sources. Premiums are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt
service expenditures.

I. Fund Equity

Reserved/restricted equity balances represent those portions of fund balance/net position
not appropriable for expenditures/expenses or legally segregated for a specific future use.
Designated fund balances represent tentative plans for future use of financial resources.
Undesignated/unrestricted fund balances/net position represents available balances for
the District's future use.

J. Date of Management’s Review

Subsequent events have been evaluated through March 21, 2016, which is the date the
financial statements were available to be issued.

NOTE 2 — RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

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

The governmental fund balance sheet includes an adjustments column to arrive at the

government-wide statement of net position balances. Amounts reported in the statement
of net position are different because:
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Total fund balances - governmental funds $ 663,586
Capital assets and deferred charges used in governmental activities
are not financial resources and are not reported in the funds. 5,646,931
Other long-term assets are not available to pay for current
period expenditures and, therefore, are deferred in the funds. 68,489
Long-term liabilities, including bonds payable, are not due and
payable in the current period, and therefore are not reported
in the funds. (362,415)
Net Position of Governmental Activities $ 6,016,591

B. Explanation of certain differences between the governmental fund statement
of revenues, expenditures and changes in fund balances and the government-
wide statement of activities

The governmental fund statement of revenues, expenditures and changes in fund
balances includes an adjustments column to arrive at changes in net position as reported
in the government-wide statement of activities. Amounts reported in the statement of
activities are different because:
Net change in fund balances - total governmental funds $ (339,073)
Governmental funds report capital outlays as expenditures.

However, in the statement of activities, the cost of those assets

is allocated over their estimated lives and reported as depreciation

expense. This is the amount by which depreciation and

amortization exceeded capital outlay in the current period. (20,846)

Repayment of bond principal is reported as an expenditure in the
governmental funds, but the repayment reduces long-term

liabilities in the Statement of Net Position. 354,545
Revenues in the statement of activities that do not provide current

financial resources are not reported as revenues in the funds. (12,431)

Change in Net Position of Governmental Activities $ (17,805)

NOTE 3 - CASH AND TEMPORARY INVESTMENTS

Cash consists of interest bearing checking accounts and temporary investments consist of
investments in Texpool and Texas Class. The carrying amounts for cash and temporary
investment balances, which approximate fair values, by fund at September 30, 2015, are as
follows:
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Investment Policies

The District has adopted a written investment policy regarding the investment of its funds as
defined in the Public Funds Investment Act, Chapter 2256, Texas Government Code. The
investments of the District are in compliance with its investment policy.

Applicable state laws and regulations allow the District to invest its funds in direct or indirect
obligations of the United States, the State, or any county, city, school district, or other
political subdivision of the State. Funds may also be placed in certificates of deposit of state
or national banks or savings and loan associations (depository institutions) domiciled within
the State. Related state statutes and provisions included in the District's bond resolutions
require that all funds invested in depository institutions be guaranteed by federal depository
insurance and/or be secured in the manner provided by law for the security of public funds.
Balances in checking accounts in depository institutions were entirely guaranteed by federal
depository insurance or security as provided by statutes and bond provisions at September
30, 2015.

Interest Rate Risk

In accordance with its i
values by limiting the w
years to meet cash requi

Credit Risk — Investm
In accordance with its

default of a security issu
As the District’s investm
credit risk.

NOTE 4 - PROPERTY TAXES

All property values are determined by the Bee County Appraisal District. A tax lien attaches to
all properties within the District on January 1st of each year. Taxes are generally levied on
October 1 and are due upon receipt of the tax bill by the property owner. Penalties and
interest are charged if taxes are not paid by the succeeding January 31st. There is an
additional twenty percent penalty charged on accounts delinquent after July 1st of each year
which generally is payable to the District's delinquent tax attorney.



