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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Nueces River Authority
Uvalde, Texas

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund of the Nueces River Authority (the Authority) as of
and for the year ended August 31, 2023, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, and
each major fund of the Authority, as of August 31, 2023, and the respective changes in financial
position, and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Auditor’s Responsibility

We conducted our audit 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. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Authority and
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

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, and
for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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 Authority’s internal control. Accordingly, no such
opinion is expressed.

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

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4-10 and
43, 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.

Supplementary Information

The accompanying Statement of Revenues, Expenditures and Changes in Fund Balances — Budget
(GAAP) and Actual — Leakey Wastewater Treatment Plant Operations and Comparative Schedule
of Revenues and Expenditures — General Fund and the schedule of expenditures of federal awards,
as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (the supplementary
schedules), are presented for purposes of additional analysis and are not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the supplementary schedules are fairly stated in all material
respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
6, 2024, on our consideration of the Authority’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 Authority’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Authority’s internal control over financial
reporting and compliance.

%W% (rugspny

San Antonio, Texas
March 6, 2024



NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

This section of the Nueces River Authority’s (the Authority) annual financial report presents our
discussion and analysis of the Authority’s financial performance during the fiscal year ended August
31, 2023. Please read it in conjunction with the Authority’s financial statements, which follow this
section.

Financial Highlights
Government-wide highlights:

Net position: The assets of the Authority exceeded its liabilities at August 31, 2023, by $37,668,939
Of this amount, $2,789,477 was reported as “unrestricted.” Unrestricted net position represents the
amount available to be used to meet the Authority’s ongoing obligations.

Changes in net position: The Authority’s total net position increased by $703,380 in fiscal year
2023. The increase is primarily attributable to grant revenues received from the Leakey Capital
Project Fund.

Fund statement highlights:

Fund balance: As of the close of fiscal year 2023, the Authority’s Governmental Funds reported a
combined ending fund balance of $2,865,157 an increase of $491,937 from last year.

Overview of the Financial Statements

This annual report consists of four parts, management’s discussion and analysis (this section), the
basic financial statements, required supplementary information, and other supplementary
information. The basic financial statements include two kinds of statements that present different
views of the Authority.

e The first two statements are government-wide financial statements that provide both long-
term and short-term information about the Authority’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the
government and report the Authority’s operations in more detail than the government-wide
statements.

e The Governmental Funds statements tell how general governmental services were financed in
the short term, as well as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements.



NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

Government-wide statements: The government-wide statements report information about the
Authority as a whole using accounting methods similar to those used by private-sector companies.
The statement of net position includes all governmental activities’ assets and liabilities. All current-
year revenues and expenses are accounted for in the statement of activities, regardless of when cash is
received or paid.

The two government-wide statements report the Authority’s net position and how it has changed.
Net position, the difference between the Authority’s assets and liabilities, is one way to measure the
Authority’s financial health or position.

e Over time, increases or decreases in the Authority’s net position are an indicator of whether
its financial health is improving or deteriorating respectively.

e To assess the overall health of the Authority, you need to consider additional nonfinancial
factors such as legislative law changes.

The government-wide financial statements of the Authority include the governmental activities
and business-type activities. All of the Authority’s basic services are included here.

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 Authority, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The fund financial statements provide more detailed information
about the Authority’s most significant funds, and not the Authority as a whole. Funds are accounting
devices the Authority uses to keep track of specific sources of funding and spending for particular
purposes.

e Some funds are required by state law.

e Other funds are also established to control and manage money for particular purposes or to
show the Authority is properly using certain grants.

Governmental Funds: Most of the Authority’s basic services are included in Governmental Funds,
which focus on (1) how cash and other financial assets that can readily be converted to cash, flow in
and out and (2) the balances left at year-end that are available for spending. Consequently, the
Governmental Funds statements provide a detailed short-term view that helps determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
Authority’s programs. Because the focus of Governmental Funds is narrower than that of the
government-wide financial statements, it is useful to compare the information presented for
Governmental Funds with similar information presented for governmental activities in the
government-wide financial statements.



NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the Governmental Funds balance sheet and the Governmental Funds
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between Governmental Funds and the governmental activities. These
reconciliations are presented on the page immediately following each Governmental Funds financial
statement.

Proprietary Fund: Operating and maintenance expenses for the Leakey wastewater construction are
generally reported in the proprietary fund. The proprietary fund, like the government-wide
statements, provides both long-term and short-term financial information.

Notes to financial statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and the fund financial statements.

Required supplementary Information: The basic financial statements are followed by a section of
required supplementary information. This section includes a budgetary comparison schedule for the
General Fund. It provides detail comparisons of expenditures. Comparisons can be made between
the original budget, final budget and actual costs for the year.

Other supplementary Information: The required supplementary information section is followed
by a section of other supplementary information. This section includes a budgetary comparison
schedule for the Proprietary Fund and a comparative schedule of revenues and expenses for the
General Fund.

Government-Wide Financial Analysis

Net position: As noted earlier, net position may serve over time as a useful indicator of a
government’s financial position. The Authority’s combined net position totaled $37,668,939 at the
end of 2023 (see Table A-1).

There is $34,879,462 of net investment in capital assets. The remaining, $2,789,477 represents
unrestricted net position, which may be used to meet the Authority’s ongoing obligations. Internally
imposed designations of resources are not presented as restricted net position.



Current and Other Assets
Capital Assets, Net
Total Assets

Current Liabilities
Noncurrent Liabilities
Total Liabilities

Deferred Inflows

Net Position:

Net Investment in Capital Assets

Unrestricted
Total Net Position

NUECES RIVER AUTHORITY

Management’s Discussion and Analysis

August 31, 2023

Table A-1 — Net Position Information

Governmental Activities

Business-Type Activities

2023 2022 % Change 2023 2022 % Change
$ 3,806,419 § 2,940,411 29% $ 36,875 $ 41,891 -12%
24,672,585 24,175,885 2% 11,484,365 11,748,066 2%
28,479,004 27,116,296 11,521,240 11,789,957
620,607 403,931 54% 35,618 25,429 100%
1,119,668 985,706 0% 292,000 292,000 0%
1,740,275 1,389,637 327,618 317,429
263,412 233,628 0% - -
23,687,097 23,165,859 2% 11,192,365 11,456,066 2%
2,788,220 2,327,172 20% 1,257 16,462 -92%
$ 26475317 $ 25,493,031 $ 11,193,622 $§ 11,472,528

Changes in net position: The Authority’s net position increased by $703,380 , or 74% (see Table
A-2). The increase is related primarily to an increase in charges for services, operating grants and
income received for the Green Lake project.

Revenues:
Program Revenues:
Charges for services

Operating grants and contributions
Capital grants and contributions

General Revenues:
Investment income
Interest Income
Other income
Total Revenue

Expenses and transfers
Change in Net Position
Net Position - Beginning

Net Position - Ending

Governmental Activities

Table A-2 — Information About Changes in Net Position

Business-Type Activities

2023 2022 % Change 2023 2022 % Change
$ 2,830,177 $ 2,082,954 36% $ 935,182 § 532,741 76%
99,706 223,041 -55% - - 0%
608,645 2,870,324 -19% - - 0%
24,492 (17,799) -238% - - 0%
- - 0% 30 - 0%
323,737 274,109 18% 190 - 0%
3,886,757 5,432,629 935,402 532,741
2,904,471 2,434,513 19% 1,214,308 800,712 52%
982,286 2,998,116 (278,906) (267,971)
25,493,031 22,494,915 13% 11,472,528 11,740,499 -2%
$ 26,475,317 $ 25,493,031 4% $ 11,193,622 § 11,472,528 -2%




NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

The Authority’s total program revenues were $4,473,710 , which is an decrease of $1,235,350
compared to 2022. This decrease is due to a decrease in construction activity at the Leakey
Wastewater Facility. Program revenues consisted mainly of $3,087,657 in intergovernmental
contracted services, $708,351 in grant revenues and $677,702 in public education programs’
contracted services. Charges for service revenues were $3,765,359 , which is an increase of
$1,149,664 compared to 2022. The decrease in capital grants and contributions revenues was the
result of decreased construction activity related to the Leakey Project, which is federally funded.
Approximately 84% of the Authority’s program revenues came from charges for services with 2%
from operating grants and contributions, and the remaining 14% from capital grants and
contributions.

The Authority’s expenses totaled $4,118,779 , which is an increase of $883,554 compared to 2022.
The largest expense line items included salaries, in the amount of $777,444 ; public education
programs fees in the amount of $255,850 ; Professional Fees in the amount of $122,389 ; and Clean
Rivers Program expenses, in the amount of $74,538 .

Financial Analysis of the Authority’s Individual Funds

As noted earlier, the Authority uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

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

As of the end of the fiscal year, the Governmental Funds reported an ending fund balance of
$2,865,157 , an increase of $490,059 in comparison with the prior year.

Proprietary Fund: The focus of the Proprietary fund is to provide information on the near-term
inflows, outflows, and balances of resources for Leakey wastewater treatment plant operations.

As of the end of the fiscal year, the Proprietary Fund reported an ending fund balance of $11,193,622
which is a decrease of $278,906 in comparison with the prior year.

General Fund budgetary highlights: Over the course of the year, the Authority revised its General
Fund budget. The Authority originally budgeted for a $270,273 budget surplus, but during the year
revised its budget to include a $525,397 budget surplus. Ultimately, the Authority added $490,059
to the General Fund balance.



NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

Proprietary Fund budgetary highlights: The Authority budgeted for a $205 budgetary surplus,
and made no amendments to the proprietary fund budget. Ultimately, the Authority had a budgetary
surplus of $45,242 . The surplus reflects fewer expenses incurred than anticipated during the fiscal
year.

Capital Assets

As of August 31, 2023, capital assets approximated 87% of total assets in the governmental activities.
The $24,672,585 in capital assets, net of accumulated depreciation, is primarily land and construction
In progress.

During the year, the Authority had additions to capital assets of $522,516 relating to the construction
in progress and equipment on the Leakey Wastewater Treatment Plant.

Leases

During fiscal year 2023, the Organization implemented GASB Statement No. 87, Leases, which
amortizes the right of use asset and right of use lease liability balances over the life of the lease.

Economic Factors and Next Year’s Budget

During the last three years the Authority revenues have increased at a healthy pace. This healthy
growth rate is anticipated for FY2024 as well. Several County’s within our jurisdictional boundary
reached out and requested NRA’s assistance with grant management and project administration. One
of the projects we were requested to assist was the Texas Department of Agriculture’s (TDA)
Colonias Assessment Program.

After TDA made their selection of counties that were to serve as the Anchor County for within their
region, two of those Anchor counties reached out to the NRA requesting our assistance in
implementing the project. Interlocal Agreements were executed between NRA and those anchor
counties for implementation of this project vital to the quality of life and future of unincorporated
communities along the South Texas border.

The Authority also continues to serve as the grant administrator and project manager for the San
Patricio County Drainage District’s Green Lake Outfall System and Gregory Diversion Ditch Project.
NRA served as the conduit for the districts financing of this project in FY2022 and construction
began in early FY2023 and at the end of FY2023, it was at 60% complete.

The Authority’s Leakey Regional Wastewater System continues to operate producing effluent for
irrigation of approximately 193 acres. Phase II of the Residential Hookup Project to the Leakey
system began in FY20 and should be completed in FY23. Hard rock in the Leakey area has slowed
construction considerably. It is anticipated that Phase II will be completed by the end of FY2023.
USDA provided a grant of $3,449,300 and a loan of $359,000. The loan will be payable over 40
years at an expected 1.125% interest rate. Construction began on the Phase II project in September



NUECES RIVER AUTHORITY

Management’s Discussion and Analysis
August 31, 2023

2020. NRA anticipates one more phase of the connection project will be necessary to complete the
residential hookups.

NRA’s Utility Operations Division continues to operate and maintains steady growth. This activity
along with the Authority serving as the sponsor of the Nueces Region Flood Planning Group and the
Coastal Bend Regional Water Planning Group, both funded by the Texas Water Development Board
produces a positive impact on the Authority’s overall cash position during the 2023 fiscal year.
These activities also provide sustainable income for FY2024 and beyond.

Contacting the Authority’s Financial Management

The financial report is designed to provide the public with a general overview of the Authority’s
finances and to determine the Authority’s accountability for the money it receives. Questions
concerning any of the information provided in this report or requests for additional information,
should be addressed to Ms. Robin Murray, Chief Financial Officer, Nueces River Authority, 539 S.
Hwy 83, Uvalde, Texas 78801, telephone: 830-278-6810; fax: 830-278-2025; or email:
rmurray(@nueces-ra.org.

10
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Nueces River Authority

Statement of Net Position

August 31,2023
Governmental Business-Type
Activities Activities Total
ASSETS
Current Assets:
Cash and Cash Equivalents $ 1,015,992 150,039 § 1,166,031
Investments 486,602 - 486,602
Receivables:
Contract and Grant 1,839,022 172,183 2,011,205
Accrued Interest 9,405 - 9,405
Internal Balances 285,347 (285,347) -
Total Current Assets 3,636,368 36,875 3,673,243
Noncurrent Assets
Right to Use Leased Asset, Net of Amortization 170,051 - 170,051
Total Non-Current Assets 170,051 - 170,051
Capital Assets:
Land 2,635,551 - 2,635,551
Construction in Progress 21,598,632 - 21,598,632
Water Treatment Plant - 12,365,535 12,365,535
Furniture and Equipment 317,789 98,798 416,587
Software 116,551 - 116,551
Building 313,997 - 313,997
Less Accumulated Depreciation (309,935) (979,968) (1,289,903)
Total Capital Assets, Net of Accumulated Depreciation 24,672,585 11,484,365 36,156,950
Total Assets 28,479,004 11,521,240 40,000,244
LIABILITIES
Current Liabilities:
Accounts Payable 508,706 35,618 544,324
Note Payable, Short-Term Portion 11,000 - 11,000
Bonds Payable, Short-Term Portion 13,358 - 13,358
Leases Payable, Less Current Portion 16,105 - 16,105
Accrued Compensated Absences 71,438 - 71,438
Total Current Liabilities 620,607 35,618 656,225
Noncurrent Liabilities
Line of Credit - 292,000 292,000
Note Payable, Long-Term Portion 608,000 - 608,000
Bonds Payable, Long-Term Portion 353,130 - 353,130
Lease Payable, Long-Term Portion 158,538 - 158,538
Total Noncurrent Liabilities 1,119,668 292,000 1,411,668
DEFERRED INFLOWS
Unearned Income 263,412 - 263,412
Total Deferred Inflows 263,412 - 263,412
NET POSITION
Net Investment in Capital Assets 23,687,097 11,192,365 34,879,462
Unrestricted 2,788,220 1,257 2,789,477
Total Net Position $ 26,475317 $ 11,193,622 $ 37,668,939

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

11




Functions/Programs
Governmental Activities

Nueces River Authority

Statement of Activities

Year Ended August 31, 2023

Protection and Development of Water

Resources
Interest on Long-Term Debt
Total Governmental Activities

Business-Type Activities
Leakey Wastewater Treatment Plant
Utility Training Income
Outside Utilities Operations

Total Business-Type Activities

Total Government

Program Revenues Net (Expense) Revenue and Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total
$ 2,923,833 § 2,830,177 $ 99,706 $ 608,645 $ 614,695 $ - 3 614,695
$ 2,923,833 $ 2,830,177 $ 99,706 $ 608,645 $ 614,695 $ - 8 614,695
549,319 291,629 - - - (257,690) (257,690)
2,045 48,102 - - - 46,057 46,057
643,582 595,451 - - - (48,131) (48,131)
1,194,946 935,182 - - - (259,764) (259,764)
$ 4,118,779 § 3,765,359 $ 99,706 $ 608,645 614,695 (259,764) 354,931
General Revenues
Investment Income 24,492 - 24,492
Interest Income - 30 30
Other Income 323,737 190 323,927
Transfers 19,362 (19,362) -
Total General Revenues 367,591 (19,142) 348,449
Change in Net Position 982,286 (278,906) 703,380
Net Position - Beginning 25,493,031 11,472,528 36,965,559
Net Position - Ending $ 26,475,317 $ 11,193,622 3 37,668,939

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority

Balance Sheet
Governmental Funds
August 31, 2023
Leakey Total
General Capital Project Green Lake Governmental
Fund Fund Fund Funds
ASSETS
Current Assets:
Cash and Cash Equivalents $ 1,010,406 $ 4428 § 1,158 § 1,015,992
Investments 486,602 - - 486,602
Receivables:
Contract and Grant 763,652 1,075,370 - 1,839,022
Accrued Interest 10,314 - - 10,314
Due from Other Funds 1,096,247 10 - 1,096,257
TOTAL ASSETS $ 3,367,221 § 1,079,808 $ 1,158 § 4,448,187
LIABILITIES
Liabilities, Deferred Inflows or Resources and
Fund Balances
Current Liabilities:
Accounts Payable $ 214,755 $ 293,953 $ - $ 508,708
Due to Other Funds 24,607 785,145 1,158 810,910
Total Liabilities 239,362 1,079,098 1,158 1,319,618
DEFERRED INFLOWS
Unearned Income 262,702 710 - 263,412
Total Deferred Inflows 262,702 710 - 263,412
FUND BALANCES
Unassigned 2,865,157 - - 2,865,157
Total Fund Balances 2,865,157 - - 2,865,157
TOTAL LIABILITIES AND FUND BALANCES $ 3,367,221 $ 1,079,808 $ 1,158 $ 4,448,187

The accompanying notes are an integral part of the financial statements.
13



Nueces River Authority
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of
Net Position
August 31, 2023

Total fund balances - Governmental Funds balance sheet 2,865,157

Amounts reported for governmental activities in the statement of net
position are different due to:

Some assets used in governmental activities are not financial resources and therefore
are not reported in the funds:

Capital Assets, Net of Accumulated Depreciation 24,672,585
Right to Use Leased Asset, Net of Accumulated Amortization 170,051
Accrued Interest (909)

Payables for accrued compensated absences, which are not due and
payable with current period resources, are not reported in the
funds. (71,438)

Some liabilities are not due and payable in the current period and therefore
are not reported in the funds:

Bonds and Notes Payable (985,486)
Leases Payable (174,643)
Net Position of Governmental Activities - Statement of Net Position $ 26,475,317

The accompanying notes are an integral part of the financial statements.
14



Nueces River Authority
Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Funds
Year Ended August 31, 2023

Total
General Leakey Capital Green Lake Governmental
Fund Project Fund Fund Funds
REVENUES
Contracted Services:
Intergovernmental $ 2,152,475 $ - $ - $ 2,152,475
Public Education Programs 677,702 - - 677,702
Grant Revenues 99,706 608,645 - 708,351
Investment Income 24,492 - - 24,492
Other Income 320,251 - 3,486 323,737
Total Revenues 3,274,626 608,645 3,486 3,886,757
EXPENDITURES
Protection and Preservation of Water Sources:
Salaries 777,444 - - 777,444
Payroll taxes 58,933 - - 58,933
Employee medical insurance 85,274 - - 85,274
Retirement 49,038 - - 49,038
Travel and conferences 61,327 - - 61,327
Professional fees 122,389 - - 122,389
Edwards Aquifer RIP 1,000 - - 1,000
Telephone and fax 10,756 - - 10,756
Dues, subscriptions and publications 5,881 - - 5,881
Insurance and bonds 12,261 - - 12,261
Equipment and Facilities Rent 61,049 - - 61,049
Office supplies and postage and delivery 12,879 - - 12,879
Repairs and maintenance 1,437 - - 1,437
Binding and printing 1,592 - - 1,592
Miscellaneous 40,270 - - 40,270
Clean Rivers Program expenses 74,538 - - 74,538
Public education programs 255,850 - - 255,850
Senate Bill 1 expenses 36,950 - - 36,950
Petronilla Creek 7,419 - - 7,419
CBBEP 379,861 - - 379,861
General & Admin Expense 88,450 - - 88,450
Regulatory Expenses, Net 665,418 - - 665,418
Special Study 27,300 - - 27,300
Bond Issuance Costs - - - -
Capital Outlay 10,640 511,876 - 522,516
Debt Service
Principal 13,538 11,000 - 24,538
Interest 10,932 8,363 - 19,295
Total Expenditures 2,882,943 531,239 - 3,414,182
Excess of Revenues Over Expenditures 391,683 77,406 3,486 472,575
OTHER FINANCING SOURCES (USES)
Transfers In 98,376 19,363 - 117,739
Transfers Out - (96,769) (1,608) (98,377)
Total Other Financing Sources and Uses 98,376 (77,406) (1,608) 19,362
Net Changes in Fund Balances 490,059 - 1,878 491,937
Fund Balances - Beginning of Year 2,375,098 - (1,878) 2,373,220
Fund Balances - End of Year $ 2,865,157 $ - $ - $ 2,865,157

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balances of Governmental Funds to the Statement of Activities
Year Ended August 31, 2023

Net change in fund balances -- total Governmental Funds $ 491,937
Amounts reported for governmental activities in the statement of activities are different due to:

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense:
Capital Outlay 522,516
Depreciation Expense (25,816)

Loan and bond proceeds provide current financial resources to governmental funds,

but issuing debt increases long-term liabilities in the statement of net position.

Repayment of note and bond principal is an expenditure in the governmental

funds, but the repayments reduce long-term liabilities in the statement of net

position. Also, governmental funds report the effect of premiums,

discounts, and similar items when debt is first issued, whereas the amounts are

deferred and amortized in the statement of activities.
Lease Payments 11,748
Principal Payments 24,538

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures
in governmental funds:

Interest Expense (3,254)

Amortization Expense (13,995)

Accrued Compensated Absences (25,388)
Change in net position of governmental activities $ 982,286

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority
Statement of Net Position

Proprietary Fund
August 31, 2023

Leakey Wastewater

Treatment Plant Outside Utilities
Operations Operations Totals
ASSETS
Current Assets:
Cash and Cash Equivalents $ 87,341 $ 62,698 $ 150,039
Receivables:
Contract and Grant 41,400 130,783 172,183
Internal Balances (105,443) (179,904) (285,347)
Total Current Assets 23,298 13,577 36,875
Capital Assets:
Water Treatment Plant 12,365,535 - 12,365,535
Furniture and Equipment 86,427 12,371 98,798
Less Accumulated Depreciation (979,968) - (979,968)
Total Capital Assets, Net of Accumulated Depreciation 11,471,994 12,371 11,484,365
Total Assets 11,495,292 25,948 11,521,240
LIABILITIES
Noncurrent Liabilities
Accounts Payable 7,044 28,574 35,618
Notes Payable 292,000 - 292,000
Total Noncurrent Liabilities 299,044 28,574 327,618
Total Liabilities 299,044 28,574 327,618
NET POSITION
Net Position, Net Investment in Capital Assets 11,192,365 - 11,192,365
Unrestricted 3,883 (2,626) 1,257
Total Net Position $ 11,196,248 $ (2,626) $ 11,193,622

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority
Statement of Revenues, Expenditures and Changes in Fund Balance

Proprietary Fund

Year Ended August 31, 2023

OPERATING REVENUES
Charge for Services
Utility Training Income
Interest Income
Other Income

Total Revenues

OPERATING EXPENDITURES
Protection and Preservation of Water Sources:
Salaries
Payroll taxes
Employee medical insurance
Retirement
Travel and conferences
Professional fees
Telephone and fax
Dues, subscriptions and publications
Insurance and bonds
Equipment and facilities rent
Office supplies and postage and delivery
Repairs and maintenance
Binding and printing
Miscellaneous
Utility training and supplies
General and administrative expense
Depreciation
Total Expenditures

Excess of Revenues (Under) Expenditures

OTHER FINANCING (USES)
Transfers Out
Total Other Financing Sources and Uses

Net Changes in Net Position

Net Position - Beginning of Year
Net Position - End of Year

Leakey Wastewater

Treatment Plant Outside Utilities
Operations Operations Totals

$ 291,629 $ 595,451 $ 887,080

48,102 - 48,102

- 30 30

166 24 190

339,897 595,505 935,402

81,903 333,797 415,700

6,283 25,615 31,898

17,939 66,608 84,547

5,543 18,715 24,258

1,289 - 1,289

2,317 - 2,317

9,578 2,425 12,003

85 - 85

14,206 5,078 19,284

23,018 786 23,804

2,166 1,547 3,713

56,331 172,462 228,793

- 45 45

8,453 318 8,771

2,045 - 2,045

44,137 16,186 60,323

276,071 - 276,071

551,364 643,582 1,194,946
(211,467) (48,077) (259,544)
(19,362) - (19,362)
(19,362) - (19,362)
(230,829) (48,077) (278,906)

11,427,077 45,451 11,472,528

$ 11,196,248 § (2,626) $ 11,193,622

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority

Statement of Cash Flows
Proprietary Fund
Year Ended August 31, 2023

Leakey Wastewater
Treatment Plant Outside Utilities
Operations Operations Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Contracted Services $ 274,052 § 530,949 $ 805,001
Receipts from Grants 48,102 - 48,102
Payments to Suppliers (186,313) (185,604) (371,917)
Payments for Employee Benefits (111,668) (444,736) (556,404)
Miscellaneous Receipts 100 329 429
Net Cash from Operating Activities 24,273 (99,062) (74,789)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Internal Activity - Loans from Other Funds, Net 48,924 159,590 208,514
Net Cash from Noncapital Financing Activities 48,924 159,590 208,514
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Purchases of Capital Assets and Construction in Progress - (12,371) (12,371)
Net Cash from Noncapital Financing Activities - (12,371) (12,371)
Net Increase In Cash and Cash Equivalents 73,197 48,157 121,354
Cash and Cash Equivalents - Beginning of the Year 14,144 14,541 28,685
Cash and Cash Equivalents - End of the Year $ 87,341 § 62,698 § 150,039
RECONCILIATION OF OPERATING LOSS TO NET CASH USED
BY OPERATING ACTIVITIES
Operating Loss $ (230,829) $ (48,077) $ (278,906)
Adjustments To Reconcile Operating Income To Net Cash
From Operating Activities:
Depreciation Expense 276,072 - 276,072
(Increase) Assets:
Accounts Receivable (17,642) (64,502) (82,144)
Increase /(Decrease) Liabilities:
Accounts Payable (3,328) 13,517 10,189
Net Cash From Operating Activities $ 24273 § (99,062) $ (74,789)

The accompanying notes are an integral part of the financial statements.
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Nueces River Authority
Notes to Financial Statements
August 31, 2023

1. Summary of Significant Accounting Policies

Financial Reporting Entity

Nueces River Authority (the Authority) was created in 1935 as the Nueces River Conservation and
Reclamation District (the District). The District’s name was changed to Nueces River Authority by
the Texas Legislature in 1971. Duties and functions of the Authority are described in Article 8280-
115, Texas Water Code Auxiliary Laws, as amended. The Authority has extensive powers in the
control, storage, preservation and distribution of the state’s water for domestic, municipal and
industrial uses; irrigation; mining and recovery of minerals; stock raising; underground water
recharge; electric power generation; navigation, recreation and pleasure, and other beneficial uses
and purposes within the Nueces River Basin. Currently the Authority’s primary function is the
protection and preservation of water resources. The Authority’s service area includes all or part of
21 South Texas counties, covering nearly 18,000 square miles. The Authority is governed by a
board of 21 directors appointed by the Texas governor, with the consent of the state Senate. The
directors serve overlapping six-year terms. Management of the Authority is vested in an executive
director, who is employed by the Board of Directors (the Board).

The Authority is empowered to issue tax-exempt revenue bonds under the provision of the Clean Air
Financing Act (Texas), Vernon’s Texas Civil Statutes, Article 4477-52, and the regional Waste
Disposal Act (Texas), Vernon’s Texas Codes Annotated, Water Code, Chapter 30, for the purpose of
financing the acquisition and construction of air and water pollution control facilities.

The Authority considered the guidelines specified by Governmental Accounting Standards Board’s
(GASB) GASB Codification Section 2100, Defining the Financial Reporting Entity, when
determining which entities to include in the accompanying basic financial statements. Under these
guidelines, the reporting entity consists of the primary government (all funds of the Authority),
organizations for which the primary government is financially accountable, and any other
organizations for which the nature and significance of their relationship with the primary
government is such that exclusion could cause the Authority’s basic financial statements to be
misleading or incomplete. Entities other than the primary government which are included in the
primary government’s financial statements are called component units. Under the guidelines
established by GASB Codification Section 2100, Defining the Financial Reporting Entity, no legally
separate organizations met the necessary criteria for inclusion as component units in the basic
financial statements.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Government-Wide and Proprietary Financial Statements

The statement of net position and the statement of activities display information about the Authority
as a whole. These statements include all funds of the reporting entity. In government-wide statement
of net position, the governmental activities column is presented on a consolidated basis and is
reported on a full accrual, economic resource basis, which recognizes all long-term assets and
receivables, as well as long-term debt and obligations.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the Authority and for each
governmental program. Direct expenses are those specifically associated with a program or
function, and are clearly identifiable to a particular function. The Authority has certain indirect costs
included in the program expenses reported for individual function and activities. Program revenues
include charges paid by recipients of goods or services offered by the programs and grants that are
restricted to meeting the operational or capital requirements of a particular program. Revenues not
classified as program revenues, such as investment income, are presented as general revenues.

Separate financial statements are provided for governmental funds and the proprietary fund. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. All other revenues and expenses
are nonoperating.

Fund financial statements
Fund financial statements of the Authority are organized into funds, each of which is considered to
be a separate accounting entity. Each fund is accounted for by providing a separate set of self-

balancing accounts that constitute its assets, liabilities, fund equity, revenues and
expenditures/expenses. An emphasis is placed on major funds within the Authority.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

A fund is considered major if it is the primary operating fund of the Authority or meets the following
criteria:

e Total assets, liabilities, revenues or expenditures/expenses of that individual Governmental or
Enterprise Fund are at least 10 percent of the corresponding total for all funds of that
category or type.

e Total assets, liabilities, revenues or expenditures/expenses of the individual Governmental
and Enterprise Fund are at least 5 percent of the corresponding total for all governmental and
business-type activities combined.

Governmental Funds

Governmental Funds are those through which most governmental functions of the Authority are
financed. The acquisition, use and balances of the Authority’s expendable financial resources and
the related current liabilities (except those, if any, which should be accounted for in Proprietary
Funds) are accounted for through Governmental Funds. The measurement focus is on determination
of financial position and changes in financial position, rather than on net income determination.

Major Governmental Funds:

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

e Leakey Capital Project Fund: The Leakey Capital Project Fund is the capital project fund of
the Authority. It is used to account for all financial resources and expenditures related to the
construction of the Leakey Wastewater Facility.

e Green Lake Fund — The Green Lake Fund is for a grant from the Texas Water Development
Board for San Patricio County Drainage District replacing Green Lake Dam.

Measurement focus and basis of accounting

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. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Governmental Funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when they are both measurable and available. For this purpose, the Authority considers
all revenues to be available if the revenues are collected within 60 days after year-end. Expenditures
generally are recorded when the related fund liability is incurred, if measurable, except for debt
service expenditures and compensated absences, which are recognized as expenditures only when
payment is incurred.

Net position

Net position represents the difference between assets and liabilities. Net investment in capital assets,
consists of capital assets, net of accumulated depreciation. Net position is reported as restricted when
there are limitations imposed on its use through external restrictions imposed by creditors, grantors,
or laws or regulations of other governments. Unrestricted net position represents the remaining
portion of net position.

Revenues

The Authority receives various grant awards for intergovernmental and public education programs.
Revenues are recognized upon receipt of the award, if there are no eligibility requirements to be met.
If there are eligibility requirements, revenues are not recognized until such requirements are
satisfied.

Grant revenues

Grant funds are considered to be earned to the extent of expenditures made under the provisions of
the grant. Accordingly, when such funds are received, they are recorded as unearned revenues until
related and authorized expenditures have been made. If balances have not been expended by the end
of the project, grantors can require the Authority to refund all or part of the unused amount.

Capital Assets

Capital assets which include land, furniture and equipment and construction in progress are reported
in the governmental activities column of the government-wide financial statements. Donated capital
assets are valued at their estimated fair value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the assets or materially

extend asset lives are not capitalized. Assets acquired are capitalized and depreciated over the
remaining useful lives of the related fixed assets, as applicable.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Depreciation of capital assets is charged as an expenditure/expense against operations. Accumulated
depreciation is reported on the statement of the net position. Depreciation is generally recorded on
the straight-line basis over the estimated useful life of the assets. The estimated useful lives are as
follows:

Asset Description Asset Life
Furniture and equipment 5 years
Software 3 years

Budgets and budgetary accounting

The Authority maintains control over revenues and expenditures in the General Fund by
establishment of an annual operating budget. The budget, as formally adopted by the board,
establishes the maximum authorization for accounts of the funds. During the year ended August 31,
2023, the General Fund had a budgetary surplus of $1,216,080 which was the result of additional
unanticipated revenues received during the fiscal year.

Cash and cash equivalents

All short-term highly liquid investments are considered to be cash equivalents. Cash equivalents are
readily convertible to known amounts of cash and, at the day of purchase, have maturity dates no
longer than three months.

Investments

Investments are recorded at fair value. Fair value is determined by the price that would be received
to sell an asset in an orderly transaction between market participants at the measurement date under
current market conditions. Fair value is an exit price at the measurement date from the perspective
of a market participant that controls the asset.

The Authority follows the provisions of GASB Statement No. 72, Fair Value Measurement and
Application, which requires measurement of certain assets and liabilities at fair market value using
consistent and more detailed definition of fair value and accepted valuation techniques. GASB
Statement No. 72 superseded GASB Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools, paragraph 3, which discusses the fair value
of certain investments.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Receivables

The allowance for doubtful accounts is established as losses are estimated to have occurred through
a provision for bad debts charged to earnings. Losses are charged against the allowance when
management believes the uncollectibility of a receivable is confirmed. Subsequent recoveries, if
any, are credited to the allowance. The allowance for doubtful accounts is evaluated on a regular
basis by management and is based on historical experience and specifically identified questionable
receivables. The evaluation is inherently subjective, as it requires estimates that are susceptible to
significant revision as more information becomes available. As of August 31, 2023, the allowance
for contract receivables was $0.

Unearned income

The Authority receives payments from customers in advance for reimbursable expenses. The
balance in unearned income represents these advances.

Use of estimates

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

Compensated absences

The Authority allows employees to accumulate vacation leave with certain limitations.
Accumulated vacation leave that is expected to be liquidated with expendable available financial
resources for employees who have terminated their employment as of year-end is reported as an
expenditure and a liability of the Governmental Funds that will pay the liability. Amounts of
accumulated vacation leave that are not due and payable and, thus, not expected to be liquidated with
current financial resources are reported in the governmental activities statement of net position.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Interfund transactions

Transactions, which constitute the transfer of resources from a fund receiving revenues to a fund
through which the revenues are to be expended, are separately reported in the respective funds’
operating statements as transfers in and transfers out.

Activity between funds that are representative of lending/borrowing arrangements at the end of the
fiscal year are referred to as “due to/from other funds.” These amounts are eliminated in the
governmental activities column of the statement of net position.

Fund balance

The Authority adopted GASB Statement No. 54, Fund Balance Reporting and Governmental Fund
Type Definitions. Below are the different types of Governmental Fund balances:

Nonspendable — The nonspendable fund balance category includes amounts that cannot be
spent because they are not in spendable form. The “not in spendable form” criteria includes
items that are not expected to be converted to cash. It also includes the long-term amount of
interfund loans.

Restricted — Fund balance is reported as restricted when constraints placed on the use of
resources are either externally imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulations of other governments or are imposed by law
through constitutional provisions or enabling legislation. Legal enforceability means that the
Authority can be compelled by an external party, such as citizens, public interest groups, or
the judiciary, to use resources created by enabling legislation only for the purposes specified
by the legislation.

Committed — The committed fund balance classification includes amounts that can be used
only for the specific purposes imposed by formal action (resolution) of the Board. Those
committed amounts cannot be used for any other purpose unless the Board removes or
changes its specified use by taking the same type of action (resolution) it employed to
previously commit those amounts. In contrast to the fund balance that is restricted by
enabling legislation, committed fund balance classification may be redeployed for other
purposes with appropriate due process. Constraints imposed on the use of committed
amounts are imposed by the Board and separate from the authorization to raise the
underlying revenue; therefore, compliance with these constraints is not considered to be
legally enforceable. The committed fund balance also incorporates contractual obligations to
the extent that existing resources in the fund have been specifically committed for use in
satisfying those contractual requirements.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

1. Summary of Significant Accounting Policies (Continued)

Fund balance (Continued)

Assigned — Amounts in the assigned fund balance classification are intended to be used for
specific purposes, but do not meet the criteria to be classified as restricted or committed. In
the General Fund, assigned amounts represent intended uses established by the Board, an
Authority official delegated that authority by the Board, or by resolution.

Unassigned — Unassigned fund balance is the residual classification for the General Fund
and includes all spendable amounts not contained in the other classifications. In other
Governmental Funds, the unassigned classification is used only to report a deficit balance
resulting from overspending for specific purposes for which amounts had been restricted,
committed or assigned.

For the fiscal year ended August 31, 2023, the Authority reported only unassigned fund balances.
Deferred outflows/inflows of resources

In addition to assets, Governmental Fund balance sheet will sometimes report on a separate section
for deferred outflows of resources. This special financial statement element, deferred outflows of
resources, represents a consumption of fund balance that applies to a future period(s) and so will be
recognized as an outflow of resources (expense/expenditure) until then. The Authority did not have
any items that qualified for reporting in this category at August 31, 2023.

In addition to liabilities, Governmental Fund balance sheet will sometimes report on a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of fund balance that applies to a future period(s) and
so will not be recognized as an inflow of resources (revenue) until that time. The Authority recorded
$263,412 in unearned income that qualified for reporting in this category at August 31, 2023.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

2. Deposits and Investments

The monetary assets of the Authority are held in various forms and accounts. The assets are
described and presented in the basic financial statements in two groups. One group is described as
“cash and cash equivalents.” This group is characterized as having high liquidity with little market
risk and includes cash, checking accounts, money market accounts, and highly liquid accounts held
by investment brokers, and bank time deposits with an original maturity of less than three months.
The second group of monetary assets is presented in the basic financial statements as “investments.”

The Authority’s funds are required to be deposited and invested under the terms of a depository
contract. The depository bank deposits for safekeeping and trust with the Authority’s agent bank
approved pledged securities in an amount sufficient to protect Authority 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.

Cash Deposits

At August 31, 2023, the carrying amount of the Authority’s deposits (cash, certificates of deposit
[CD’s] and interest bearing savings accounts included in temporary investments) was $1,166,031 ,
and the bank balance was $1,077,181 . The Authority’s cash deposits as of and for the year ended
August 31, 2023, were entirely covered by FDIC insurance and/or pledged collateral held by the
Authority’s agent bank in the Authority’s name.

In addition, the following is disclosed regarding coverage of combined balances on the date of
highest deposit:

a. Depository; First State Bank of Uvalde; Uvalde, Texas.
Total amount of FDIC coverage at the time of the largest combined balance was $500,000. It is the

opinion of management that solvency of this financial institution is not of particular concern at this
time.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

2. Deposits and Investments (Continued)

Investments

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

The Act determines the type of investments that are allowable for the Authority. These include, with
certain restrictions, (1) obligations of the United States Treasury, certain United States agencies and
the state of Texas; (2) CD’s; (3) certain municipal securities; (4) money market savings accounts; (5)
repurchase agreements; (6) bankers acceptances; (7) mutual funds; (8) investment pools and (9)
guaranteed investment contracts.

The calculation of realized gains and losses is independent of the calculation of the net increase in
the fair value of investments. Realized gains and losses on investments that had been held in more
than one fiscal year and sold in the current year may have been recognized as an increase or decrease
in the fair value of investments reported in the prior year.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

2. Deposits and Investments (Continued)

GASB Statement No. 72

The Authority follows GASB Statement No. 72, Fair Value Measurement and Application. GASB
Statement No. 72 provides guidance for determining a fair value measurement for reporting purposes
and applying fair value to certain investments and disclosures related to all fair value measurements.

The Authority categorizes its fair value measurements within the fair value hierarchy established by
accounting principles generally accepted in the United States of America. The hierarchy is based on
the valuation input used to measure the fair value of the asset.
e Level 1 inputs are quoted prices in active markets for identical assets
e Level 2 inputs are significant other observable inputs, which include quoted prices for similar
assets in active markets; quoted prices for identical or similar assets in markets that are not
active; or other observable inputs, such as interest rates and yield curves at commonly quoted
intervals, implied volatilities, and credit spreads; or market-corroborated inputs.

e Level 3 inputs are significant unobservable inputs

The carrying amount of investments and fair value hierarchy of August 31, 2023, is shown below:

Total Level 1 Level 2 Level 3
Assets:
Debt Securities:
Municipal Bonds $ 486,602 $ - $ 486,602 $ -
Total Debt Securities $ 486,602 $ - $ 486,602 $ -

Debt securities classified in Level 2 of the fair value hierarchy are valued using a computerized
pricing service utilizing a yield-based matrix system to arrive at an estimated market value. The
Authority does not have any Level 1 or Level 3 investments.
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Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

2. Deposits and Investments (Continued)

Credit risk

Generally, credit risk is the risk that an insurer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. However, investments issued or explicitly guaranteed by the United
States government and investments in mutual funds, external investment pools and other pooled
investments are excluded from this requirement. The investment policy restricts investments to
securities that are limited to United States Treasury securities, securities issued or guaranteed by the
United States government, or general-purpose municipal securities rated “A” or better by a
recognized security rating service.

The Authority’s investments are rated as follows:

Investment Rating Percentage
Description Rating Organization Fair Value Invested
Municipal Bonds AAA Moody's $ 486,602 100%
$ 486,602 100%

Concentration of credit risk

The Authority is required to disclose investments in any one issuer that represent 5 percent or more
of total investments. However, investments issued or explicitly guaranteed by the United States
government and investments of mutual funds, external investment pools and other pooled
investments are excluded from this requirement. The investment policy does not specifically address
the concentration of credit risk. The Authority’s investments exceeding 5 percent are shown in the
table above.
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2. Deposits and Investments (Continued)

Interest rate risk

Changes in market interest rates may adversely affect the fair value of an investment. Generally, the
longer the maturity of an investment, the greater the sensitivity its fair value is to changes in market
interest rates. The Authority’s policy is to hold its investments to maturity, which mitigates the
effect of interest rate risk. Information about the sensitivity of the fair values of the Authority’s
investments to market interest rate fluctuations is provided by the following table, which shows the
specific investments and their maturity as of August 31, 2023.

Description Years to Maturity Fair Value Percentage
Municipal Bonds 2 - 3 years $ 486,602 100%
$ 486,602 100%

3. Contract Services/Grants Receivables

The Authority has entered into various contracts to provide services to other governmental entities.
All contract service revenues and expenses incurred in fulfilling these contracts are reported in the
General Fund. As of August 31, 2023, contract receivables for the General Fund and Leakey Capital
Project Fund were $763,652 and $1,075,370 , respectively.
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4. Interfund Balances and Transfers

All due from and due to other funds balances are expected to be received/paid during the next fiscal
year. A summary of the Authority’s interfund balances and transfers as of August 31, 2023 are as
follows:

Due From Due To Other
Other Funds Funds
Governmental Activities
General Fund $ 1,096,247 §$ 24,607
Leakey Capital Projects Fund 10 785,145
Green Lake Fund - 1,158
Business-Type Activities
Leakey Capital Operations Fund - 105,443
Outside Utilities Operations - 179,904
Total $ 1,096,257 § 1,096,257
Transfers In Transfers Out
Governmental Activities
General Fund $ 98,376 $ -
Leakey Capital Projects Fund 19,363 96,769
Green Lake Fund 1,608
Business-Type Activities
Leakey Capital Operations Fund - 19,362
Total $ 117,739 § 117,739

Interfund balances result from the time lag between the dates that (1) interfund goods and services
are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting
system and (3) payments between funds are made.

Transfers between funds represent cash transfers to provide financial support for the normal
operations of the receiving funds.
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5. Changes in Capital Assets

A summary of the changes in the Authority’s capital assets for the year ended August 31, 2023 is
shown below:

Balance Balance
Governmental Activities 9/1/2022 Additions Transfers 8/31/2023
Capital Assets Not Being Depreciated
Land $ 2,635,551 $ -3 -3 2,635,551
Construction in Progress 21,086,756 511,876 - 21,598,632
Capital Assets Being Depreciated
Furniture and Equipment 307,149 10,640 - 317,789
Software 116,551 - - 116,551
Building 313,997 - - 313,997
Less Accumulated Depreciation (284,119) (25,816) - (309,935)
$ 24,175,885 $ 496,700 $ - $ 24,672,585
Balance Balance
Business-Type Activities 9/1/2022 Additions Transfers 8/31/2023
Capital Assets Being Depreciated
Water Treatment Plant $ 12,365,535 $ - 5 - $ 12,365,535
Furniture and Equipment 86,427 12,372 - 98,799
Less Accumulated Depreciation (703,896) (276,073) - (979,969)
$ 11,748,066 $ (263,701) $ - 3 11,484,365

6. Accrued Compensated Absences

The following is a summary of accrued compensated absences transactions for the year ended
August 31, 2023.

Balance Balance
9/1/2022 Additions Deletions 8/31/2023
Governmental Activities:
Compensated Absences $ 46,050 $ 25,388 §$ - § 71,438
Total $ 46,050 $ 25,388 §$ -3 71,438

Accrued compensated absence will be liquidated primarily by the General Fund.
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7. Conduit Debt

Lake Texana Pipeline Project

In 1997, the Authority entered into an agreement with the City of Corpus Christi whereby the
Authority, as conduit issuer, would issue revenue bonds on behalf of the City of Corpus Christi a
part of the financing for construction of a water transmission line referred to as the “Water Supply
Facilities Project” or the City of Corpus Christi “Lake Texana Pipeline Project.” Thus, in 1997, the
Authority issued revenue bonds (conduit debt) in the amount of $118,195,000 for this purpose. The
ultimate operation and maintenance of the Lake Texana Pipeline Project is the responsibility of the
City of Corpus Christi. According to the Water Transmission Facilities contract dated November 12,
1996, upon completion of the Lake Texana Pipeline Project, the Authority was to transfer deed of
ownership to the City of Corpus Christi. The Authority approved the transfer at its December 1999
meeting.

In May 2005, the Authority issued (as conduit debt on behalf of City of Corpus Christi) $94,575,000
of Water Supply Revenue Refunding Bonds (City of Corpus Christi, Lake Texans Pipeline Project),
Series 2005, to be used to refund $92,205,000 of the outstanding Series 1997 bonds, which would
have matured in 2010 through 2027. The Series 2005 mature serially through March 1, 2027, and
bear interest rates from 3.00 percent to 5.25 percent. Annual principal payments range from
$100,000 to $7,545,000 per year with interest due semiannually on January 15 and July 15. The
refunding was undertaken to provide gross savings to the City of Corpus Christi in future debt
service payments in the amount of $5,263,801 and a present value savings of $3,352,249, which
results in a net present value benefit of 3.63 percent.

The City of Corpus Christi has pledged revenues from its combined waterworks system, wastewater
disposal system and gas system for payments of these bonds.

In September 2015, the Authority issued (as conduit debt on behalf of City of Corpus Christi)
$62,785,000 of Water Supply Facilities Revenue Refunding Bonds (City of Corpus Christi, Lake
Texana Pipeline Project), Series 2015, to be used to refund $70,245,000 of the outstanding Series
2005 bonds, which would have matured in 2016 through 2027. The Series 2015 mature serially
through March 1, 2027, and bear interest rates from 3 percent to 5 percent. Annual principal
payments range from $4,545,000 to $6,520,000 per year with interest due semiannually on January
15 and July 15. The refunding was undertaken to provide gross savings to the City of Corpus Christi
in future debt service payments in the amount of $11,231,907 and a present value savings of
$9,597,354, which results in a net present value benefit of 13.67 percent. The City of Corpus Christi
has pledged revenues from its combined waterworks system, wastewater disposal system and gas
system for payment of these bonds.

Accordingly, the Authority is under no obligation to pay this debt and, therefore, it is not reflected in
the financial statements. The outstanding conduit debt balance is $24,705,000.
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7. Conduit Debt (Continued)

San Patricio County Flood Control and Drainage Project

In 2021, the Authority entered into a project management agreement with the San Patricio County
Drainage District (the “District”) to assist the District in implementing a drainage improvement plan
to address acute flooding in the City of Gregory caused by stress on the existing Green Lake Outfall
system and its inability to handle increased drainage needs of industry. The project management
agreement calls for the Authority help retain contractors and engineers in the construction of the
project, and to coordinate with the Texas Water Development Board (“TWDB”) on the project’s
grant application/implementation, financing, project management, and inspection activities. In
consideration for the services provided by the Authority, the District will pay the Authority a fee
based on the fee structure outlined in the project management agreement. All project costs incurred
by the Authority in construction of the project are the responsibility of the District.

In accordance with the project management agreement, the Authority sought and obtained financial
assistance from TWDB totaling $11,841,990 through TWDB’s purchase of $9,472,000 Nueces
River Authority Contract Revenue Bonds, Proposed Series 2021 (“Bonds”), and $2,369,990 through
execution of a grant agreement effective April 22, 2021 (“Grant”). The Bonds bear no interest and
are secured by a lien on and pledge of District maintenance and tax revenues (“Pledged Revenue”)
used by the District to pay the annual sinking fund payments April 15" of each year in amounts
ranging from $315,000 to $316,000 from 2022 to 2051.

Proceeds from the sale of the Bonds to TWDB are maintained in an escrow account and
administered by an independent paying agent/registrar who approves all payments out of escrow
meeting the requirements of the escrow agreement. During the year ended August 31, 2023,
construction expenses incurred by the Authority on behalf of the District and reimbursed out of
escrow totaled $5,741,483.

Since the Authority is not ultimately obligated to pay the annual sinking fund payments, and
ownership of the project will ultimately transfer to the District upon completion, no construction in
progress asset or loan balance is reflected in the Authority’s financial statements. The outstanding
conduit debt balance is $8,842,000.

36



Nueces River Authority

Notes to Financial Statements (continued)
August 31, 2023

8. Operating Leases

The Authority entered into a lease agreement for office space. The lease qualifies as other than short-
term leases under GASB 87 and, therefore have been recorded at the present value of the future
minimum lease payments as of their date of inception.

The Authority presents leases at their amortized right of use asset and right of use lease liability
balances. The City uses the discount rate of 1.83% to determine the appropriate interest and
amortization expense amounts. The assets and liabilities are amortized each month by the difference
between the lease payment and the interest amount. Interest is determined by adopting the prevailing
interest rates that would be used if a loan had been obtained to acquire the assets.

The following is a schedule of the approximate future minimum lease payments required under the
lease:

Years Ending Principal
August 31: Payments Interest Payments Total

2024 $ 16,105 $ 5,164 § 21,269

2025 23,447 4,562 28,009

2026 25,792 3,861 29,653

2027 28,371 3,050 31,421

2028 31,208 2,115 33,323
Thereafter 49,720 1,128 50,848

$ 174,643 $ 19,880 $ 194,523

The right of use lease asset is as follows:

Governmental
Activities
Right of Use Lease Asset $ 184,046
Accumulated Amortization (13,995)
Right of Use Asset, Net $ 170,051
The lease liability is as follows:
Governmental
Activities
Lease, Current Portion $ 16,105
Lease, Long-Term Portion 158,538
Total $ 174,643
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9. Risk Management

The Authority is exposed to various risks of loss related to torts; theft of damage to or destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Authority purchased
commercial insurance to cover risks associated with potential claims in 2023. There were no
significant reductions in coverage in the past fiscal year, and there were no settlements exceeding
insurance coverage during the previous three fiscal years.

10. Pension Plans

Defined contribution plan

The Authority offers employees the option to participate in a defined contribution plan, governed by
section 401 (A) of the Internal Revenue Code (IRC) through Mission Square. The administrator of
the plan is Mission Square.

Participant contributions are 100 percent nonforfeitable. Employer contributions are made on a
pretax basis and are exempt from Social Security taxes. Employer contributions may be subject to a
vesting schedule. Maximum aggregate contributions are the lesser of 25 percent of participants’
gross compensation or $30,000 per year. Mandatory contributions may or may not be required by
the employer. The employer may elect a “pick up” provision, whereby mandatory contributions are
made on a pretax basis. Participants may make voluntary contributions up to 10 percent of
compensation, which are made on an after-tax basis. All earnings accrue on a tax-deferred basis.

With this plan, participants may also contribute to a section 457 plan.

Under this plan, each employee of the Authority determines his or her rate of contribution. The
Authority makes a matching contribution of up to 7 percent of the employee’s gross wages. For the
year ended August 31, 2023, seventeen employees of the Authority participated in the defined
contribution plan. Contribution percentages were 7 percent. Employee and employer contributions
totaled $73,296 each. A fund fee of $1,000 was also paid to Mission Square.

Deferred compensation plan

The employer also has chosen to enroll in a nonqualified supplemental retirement plan governed by
section 457(b) of the IRC. Participation is voluntary, with the employee determining the
contribution amount. The maximum amount that may be contributed is the lesser of 33.33 percent of
a participant’s taxable income, or $7,500. Contributions are made on a pretax basis, and all earnings
accrue on a tax-deferred basis. Participants may contribute to a deferred contribution plan in
addition to a defined contribution plan and/or defined benefit plan.
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11. Major Revenue Source

For the year ended August 31, 2023, approximately 70 percent of the Authority’s revenue is related
to three contracts associated with the Leakey Capital Project.

12. Contingencies

Certain conditions may exist as of the date the financial statements are issued, which may result in a
loss to the Authority, but which will only be resolved when one or more future events occur or fail to
occur. The Authority’s management and its legal counsel assess such contingent liabilities, and such
assessment inherently involves an exercise of judgement. In assessing loss contingencies related to
legal proceedings that are pending against the Authority or unasserted claims that may result in such
proceedings, the Authority’s legal counsel evaluates the perceived merits of any legal proceedings or
unasserted claims, as well as the perceived merits of the amount of relief sought or expected to be
sought therein.

The Authority receives significant financial assistance from state agencies in the form of grants.
The disbursement of funds received under these programs generally requires compliance with terms
and conditions specified in the agreements and is subject to audit by the grantor agencies; therefore,
to the extent the Authority has not complied with rules and regulations governing the grants, if any,
refunds of any money received may be required. Management believes there are no significant
contingent liabilities relating to compliance with grant rules and regulations.
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13. Leakey Capital Project

During fiscal year 2010, the Authority was awarded a grant from the Texas Water Development
Board (the TWDB) for approximately $2,200,000. The purpose of the grant was for land acquisition
related to a wastewater treatment plant to serve the City of Leakey. During fiscal year 2010, the
Authority acquired the land for $2,304,622.

During the fiscal year ended August 31, 2012, the TWDB approved a resolution of a request from
the Authority for $11,043,460 in financial assistance, consisting of $9,961,460 of Loan Forgiveness
Funds from the Clean Water State Revolving Fund and a $1,082,000 grant from the Economically
Distressed Areas Program to finance planning, acquisition, design and construction costs for the
wastewater treatment plant. Later in June 2016, the TWDB approved an additional $16,547,000 of
loan forgiveness funds from the Clean Water State Revolving Fund.

The loan forgiveness funds were deposited in an approved escrow account to be released to the
Authority’s Construction Fund at the direction of the Executive Administrator of the TWDB or an
authorized and designated representative. In accordance with the Loan Forgiveness Agreements, the
funds deposited in the escrow accounts under the contracts shall not be considered as a banking
deposit by the Authority.

The construction on the Leakey Regional Wastewater Treatment and Collection System is complete.
The loan and grant with the TWDB will be closed out after the purchase of equipment needed for the
project has been completed. The Authority anticipates the purchase of the equipment during the
fiscal year 2024 budget year. After project close out, the TWDB loan will be forgiven.

The Authority plans to implement Phase III of the Residential Connections in fiscal year 2024. The

third phase will be funded through a grant from USDA and is necessary due to higher than
anticipated construction costs.
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14. Construction Commitments

As of August 31, 2023, the Authority had commitments under the terms of an agreement for the
construction of the Leakey Capital project:

Commitment
Contract Balance
Project Name Amount Paid to Date Remaining
Leakey Wastewater Facility $ 30,338,937 $ 30,270,670 $ 68,267

*The remaining balance includes the retainage amount payable at August 31, 2023. This amount is
expected to be paid by the funding outlined in the footnote above.

15. TWDB Compliance

The Authority is compliant with applicable requirements of Section 16.356 of the Texas Water
Development Board Code relating to transfers of funds associated with EDAP funded projects. For
fiscal year 2023, the facility is still under construction and no revenues have been earned to date.

16. Line of Credit

The Authority has a line of credit with a bank providing for borrowings up to $350,000. As of
August 31, 2023, the Authority borrowed $292,000 against the line of credit. The line bears an
interest rate of 3.1% and matured in June 2023. The terms call for semiannual interest only payments
with the outstanding principal due at maturity. The line of credit is collateralized by two certificates
of deposit totaling $353,979. Subsequent to the year, the Authority renewed the line of credit through
June 7, 2024 for $350,000 and bears an interest rate of 4.35%.

17. Long-Term Liabilities

Long-term liabilities activities for the year ended August 31, 2023 includes the following:

Amount Due

Balance Balance Within One
9/1/2022 Additions Deletions 8/31/2023 Year
Governmental Activities:
Bonds Payable
General Revenue Bonds, Series 2020 $ 391,026 $ - 3 (2,538) $ 388,488 $ 13,358
Notes Payable
USDA Phase I Note Payable 260,000 - (8,000) 252,000 4,000
USDA Phase II Note Payable 359,000 - (14,000) 345,000 7,000
Total $ 1,010,026 $ - $ (24,538) § 985,488 $ 24,358
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17. Long-Term Liabilities (Continued)

Description of Debt and Maturity Schedules

Effective July 31, 2020, the Authority issued the General Improvement Revenue Bonds, Series 2020
in the amount of $418,000. The first interest payment is due and payable beginning August 15, 2020.
Principal amounts on this bond is due and payable monthly beginning September 15, 2020. The
certificate bears a coupon rate ranging from 1.540% to 3.430%. This bond will be paid in full on
August 15, 2044. In the event of default, the lender may initiate legal proceedings to enforce their
rights under the legal agreement.

General Revenue Bonds, Series 2020

Year Ended
August 31, Principal Interest Total
2024 $ 13,358 11,109 24,467
2025 14,021 10,449 24,470
2026 14,292 10,175 24,467
2027 14,704 9,766 24,470
2028 14,927 9,543 24,470
2029-2044 317,186 85,624 402,810
$ 388,488 $ 136,666 $ 525,154

Effective December 26, 2019, the Authority obtained a loan from the United States Department of
Agriculture to help finance Phase I of the Leakey Capital Project. The loan is scheduled for
repayment over a period of 40 years. Payments due the first 2 years consist of interest-only
payments. The remaining 38 payments are equal to the sum of annual principal installments and
semi-annual interest payments at an interest rate of 1.75%. In the event of default, the lender may
initiate legal proceedings to enforce their rights under the legal agreement.

Year Ended
August 31, Principal Interest Total
2024 $ 4,000 $ 4,445 8,445
2025 4,000 4,381 8,381
2026 4,000 4,299 8,299
2027 5,000 4,266 9,266
2028 5,000 4,139 9,139
2029-2059 230,000 74,149 304,149
$ 252,000 $ 95,679 $ 347,679
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17. Long-Term Liabilities (Continued)

Description of Debt and Maturity Schedules (Continued)

Effective October 27, 2020, the Authority obtained a loan from the United States Department of
Agriculture to help finance Phase II of the Leakey Capital Project. The loan is scheduled for
repayment over a period of 40 years. Payments due the first year consist of interest-only payments.
The remaining 39 payments are equal to the sum of annual principal installments and semi-annual
interest payments at an interest rate of 1.375%. In the event of default, the lender may initiate legal
proceedings to enforce their rights under the legal agreement.

USDA Phase II Note Payable

Year Ended
August 31, Principal Interest Total
2024 $ 7,000 $ 4,792 11,792
2025 7,000 4,702 11,702
2026 7,000 4,593 11,593
2027 7,000 4,503 11,503
2028 8,000 4,400 12,400
2029-2059 309,000 86,143 395,143
$ 345,000 $ 109,133 § 454,133

18. New Accounting Pronouncement

In May 2020, GASB issued Statement No. 96 Subscription based Information Technology
Arrangements (SBITA). This Statement (1) defines a SBITA; (2) establishes that a SBITA results in
a right-to-use subscription asset—an intangible asset—and a corresponding subscription liability; (3)
provides the capitalization criteria for outlays other than subscription payments, including
implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the
extent relevant, the standards for SBITAs are based on the standards established in Statement No.
87, Leases, as amended. The standard became effective for the Organization on June 15, 2022.
During 2023, the Organization had no SBITA to which the standard applied.

19. Subsequent Events

Subsequent events have been evaluated through March 6, 2024, which is the date these financial
statements were available to be issued.
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Nueces River Authority
Statement of Revenues, Expenditures and Changes in Fund Balance —
Budget (GAAP) and Actual
General Fund
Year Ended August 31, 2023

Budgeted Amounts Variance with
Original Final Actual Final Budget
REVENUES

Contracted Services:

Intergovernmental $ 1,738,124 ' $ 1,738,124 $ 2,152,475 $ 414,351
Public Education Programs 325,404 (19,596) 677,702 697,298

Grant Revenues 91,517 91,517 99,706 8,189

Investment Income 15,200 15,200 24,492 9,292

Other Income 153,925 102,269 320,251 217,982
Total Revenues 2,324,170 1,927,514 3,274,626 1,347,112
EXPENDITURES

Protection and preservation of water sources:

Salaries 694,800 957,530 777,444 180,086
Payroll taxes 53,757 73,974 58,933 15,041
Employee medical insurance 71,811 119,685 85,274 34,411
Retirement 48,110 66,500 49,038 17,462
Directors' fees, travel and meetings 17,000 17,000 10,517 6,483
Travel and conferences 39,700 54,380 61,327 (6,947)
Professional fees 58,000 58,000 122,389 (64,389)
SCRWSPG contributions 500 500 - 500
Edwards Aquifer RIP 1,000 1,000 1,000 -
Telephone and fax 14,400 14,400 10,756 3,644
Dues, subscriptions and publications 6,000 6,750 5,881 869
Insurance and bonds 8,000 8,000 12,261 (4,261)
Equipment and Facilities Rent 35,780 35,780 61,049 (25,269)
Office supplies and postage and delivery 7,300 8,700 12,879 (4,179)
Repairs and maintenance 2,750 2,750 1,437 1,313
Binding and printing 1,850 1,850 1,592 258
Miscellaneous 1,720 7,943 40,270 (32,327)
Clean Rivers Program expenses 116,770 116,770 74,538 42,232
Public education programs 200,655 200,655 255,850 (55,195)
Senate Bill 1 expenses 128,000 128,000 36,950 91,050
Petronilla Creek 9,120 9,120 7,419 1,701
CBBEP - - 379,861 (379,861)
General & Administrative Expenses 19,650 39,900 88,450 (48,550)
Special Study 27,300 27,300 27,300 -
Regulatory Expenses, Net 754,453 758,053 665,418 92,635
Debt Service - Principal 13,538 13,538 13,538 -
Debt Service - Interest 10,933 10,933 10,932 1
Capital Outlay 10,000 12,900 10,640 2,260
Total Expenditures 2,352,897 2,751,911 2,882,943 (131,032)
Excess of Revenues Over (Under) Expenditures (28,727) (824,397) 391,683 1,216,080
OTHER FINANCING SOURCES (USES)

Transfers In 299,000 299,000 98,376 (200,624)
Total Other Financing Sources and Uses 299,000 299,000 98,376 (200,624)
Net Changes in Fund Balance 270,273 (525,397) 490,059 1,015,456
Fund Balance - Beginning of Year 2,375,098 2,375,098 2,375,098 -
Fund Balance - End of Year $ 2,645,371 $ 1,849,701 $ 2,865,157 $ 1,015,456

See Independent Auditor’s Report
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Nueces River Authority

Statement of Revenues, Expenditures and Changes in Fund Balance —
Budget (GAAP) and Actual

Leakey Wastewater Treatment Plant Operations Fund

Year Ended August 31, 2023

REVENUES
Charges for Services
Utility Training Income
Other Income

Total Revenues

EXPENDITURES
Protection and preservation of water sources:
Salaries
Payroll taxes
Employee medical insurance
Retirement
Travel and conferences
Professional fees
Telephone and fax
Dues, subscriptions and publications
Insurance and bonds
Equipment and facilities rent
Office supplies and postage and delivery
Repairs and maintenance
Binding and printing
Miscellaneous
Utility training and supplies
General and administrative expense
Debt Service - Principal
Capital Outlay
Total Expenditures

Excess of Revenues Over Expenditures

OTHER FINANCING (USES)
Transfers Out
Total Other Financing Uses

Net Changes in Fund Balance
Fund Balance - Beginning of Year
Fund Balance - End of Year

RECONCILIATION TO GAAP BASIS
Depreciation Expense
Fund Balance - End of Year per GAAP

$

Budgeted Amounts Variance with
Original Final Actual Final Budget
302,724 $ 302,724 $ 291,629 $ (11,095)
130,000 130,000 48,102 (81,898)
- - 166 166
432,724 432,724 339,897 (92,827)
174,820 174,820 81,903 92,917
12,650 12,650 6,283 6,367
35,905 35,905 17,939 17,966
11,550 11,550 5,543 6,007
2,500 2,500 1,289 1,211
14,750 14,750 2,317 12,433
11,958 11,958 9,578 2,380
- - 85 (85)
7,500 7,500 14,206 (6,706)
995 995 23,018 (22,023)
600 600 2,166 (1,566)
63,942 63,942 56,331 7,611
500 500 - 500
12,100 12,100 8,453 3,647
- - 2,045 (2,045)
68,749 68,749 44,137 24,612
11,000 11,000 - 11,000
3,000 3,000 - 3,000
432,519 432,519 275,293 157,226
205 205 64,604 64,399
- - (19,362) (19,362)
- - (19,362) (19,362)
205 205 45,242 45,037
11,427,077 11,427,077 11,427,077 -
11,427,282 $ 11,427,282 11,472,319 45,037
(276,071) (276,071)
$ 11,196,248 § (231,034)

See Independent Auditor’s Report
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Nueces River Authority
Comparative Schedule of Revenues and Expenditures

General Fund
Five-Years Ended August 31, 2023

2023 2022 2021 2020 2019
REVENUES
Contracted Services:
Intergovernmental $  2,152475 $ 1,771,380 $ 1,034,411 826,139 § 726,697
Public Education Programs 677,702 311,574 261,007 207,316 191,483
Grant Revenues 99,706 223,041 218,023 188,085 205,578
Investment Income 24,492 (17,799) 7,510 31,925 33,012
Other Income 320,251 167,317 27,700 5,734 60,503
Total Revenues 3,274,626 2,455,513 1,548,651 1,259,199 1,217,273
EXPENDITURES
Protection and preservation of water sources:
Salaries 777,444 545,212 486,015 467,596 515,408
Payroll taxes 58,933 42,959 38,058 35,967 38,423
Employee medical insurance 85,274 54,891 51,598 60,817 65,338
Retirement 49,038 37,918 34,650 32,775 35,465
Directors' fees, travel and meetings 10,517 11,722 - 3,237 13,197
Travel and conferences 61,327 45,737 26,337 12,496 16,004
Professional fees 122,389 69,988 86,179 44,954 34,762
SCRWSPG contributions - - 48 136 105
Edwards Aquifer RIP 1,000 1,000 1,000 1,000 1,000
Telephone and fax 10,756 12,484 14,951 10,923 10,897
Dues, subscriptions and publications 5,881 7,461 4,118 1,385 1,424
Insurance and bonds 12,261 13,754 8,171 1,816 10,126
Equipment and Facilities Rent 61,049 34,432 34,343 45,452 44,140
Office supplies and postage and delivery 12,879 4,630 5,060 4,506 3,990
Repairs and maintenance 1,437 19,258 63,819 546 352
Binding and printing 1,592 1,282 1,029 1,036 718
Miscellaneous 40,270 341 (8,594) 665 3,895
Clean Rivers Program expenses 74,538 79,709 107,831 62,745 67,439
Public education programs 255,850 233,648 222,647 119,669 153,623
Senate Bill 1 expenses 36,950 15,026 38,621 198,842 92,859
Texas State Soil and Water Conservation Board - - - 4,763 2,703
TCEQ OSSF - 85,680 67,025 72,416 48,774
Petronilla Creek 7,419 7,882 24,755 24,181 7,731
CBBEP 379,861 25,888 101 - -
General & Administrative Expenses 88,450 50,723 12,363 14,954 11,990
Special Study 27,300 27,300 25,568 - 1,812
Sunset Review - - - - 4,436
Regulatory Expenses, Net 665,418 854,763 177,232 250 -
Bond Issuance Costs - - - 18,000 -
Capital Outlay 10,640 86,210 17,777 318,143 -
Debt Service
Principal 13,538 13,320 13,112 542 -
Interest 10,932 11,151 11,356 477 -
Total Expenditures 2,882,943 2,394,369 1,565,170 1,560,289 1,186,611
Excess of Revenues Over (Under) Expenditures $ 391,683 $ 61,144 $ (16,519) (301,090) $ 30,662

See Independent Auditor’s Report
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Nueces River Authority

Single Audit Compliance Information
Schedule of Expenditures of Federal Awards
August 31, 2023
Federal
Assistance Pass-Through Entity Federal
Federal Grantor/Program or Cluster Title Listing Number  Identification Number Expenditures
Environmental Protection Agency:
Pass through:
Water Quality Management Planning 66.454 TCEQ #30188 $ 32,118
Water Quality Management Planning 66.454 EPA 71,473
Water Quality Management Planning 66.454 EPA C6-48000059 21,057
Water Quality Management Planning 66.454 US EPA #48000059 370,862
495,510
National Estuary Program 66.456 US EPA 02F24501 48,102
National Estuary Program 66.456 EPA 4T-02F24501-0 27,959
National Estuary Program 66.456 EPA 3,767
National Estuary Program 66.456 US EPA(passthrough) 02F24501 26,800
106,628
Texas State Soil and Water Conservation Board Water
Protection Plan - Coastal Bend & Estuaries Program -
Oso Education 66.460 EPA #10090 4,127
4,127
Gulf of Mexico Program Up2U Plus 66.475 EPA #MX02D18822 15,608
Gulf of Mexico Program Up2U Plus 66.475 EPA#MX-02D18222-0 79,641
95,249
Total Environmental Protection Agency 701,514
Department of Health and Human Services:
Pass through:
Community Services Block Grant (477 Cluster)

City of Rock Springs Refurbishment of Wastewater 14.218 N/A 300,006
Total Department of Health and Human Services 300,006
Department of Agriculture:

Pass through:
Texas Department of Agriculture

USDA Phase I 10.770 N/A 511,876
Total Department of Agriculture 511,876

Total Expenditures of Federal Awards

See Independent Auditor’s Report
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Nueces River Authority
Single Audit Compliance Information
Notes to the Schedule of Expenditures of Federal Awards
August 31, 2023

Note A — Basis of Presentation

The accompanying schedule of expenditures of federal awards (SEFA) includes the federal and grant
activity of the Authority under the programs of the federal government for the year ended August 31,
2023. The information in this SEFA is presented in accordance with the requirements of the Uniform
Guidance. Because the SEFA presents only a select portion of the operations of the Authority, it is
not intended to and does not present the financial position or changes in net position of the
Authority.

Note B — Summary of Significant Accounting Policies

Expenditures reported in the SEFA are reported on the modified accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-87, Cost
Principles for State, Local and Indian Tribal Governments or cost principles contained in Title 2 US
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, wherein certain types of expenditures are not allowable or
are limited as reimbursements.

The Authority did not elect to use the 10% de minimus indirect cost rate.
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Nueces River Authority
Single Audit Compliance Information

Schedule of Findings and Questioned Costs
August 31, 2023

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements:

Type of Auditors’ Report Issued on Financial Unmodified
Statements
Internal Control over Financial Reporting:

Material Weaknesses None

Significant Deficiencies Identified that are not
Considered to be Material Weaknesses

None reported

Noncompliance Material to Financial Statements None

Federal Awards:

Internal Control over Major Programs:
Material Weaknesses None
Significant Deficiencies Identified that are not |None reported
Considered to be Material Weaknesses
Type of Auditor’s Report Issued on Compliance |Unmodified
for Major Programs

Findings and Questioned Costs for Federal Awards [None

as Defined by the Uniform Guidance:

Identification of Major Programs:

Water and Waste Disposal Loans and
Grants, CFDA No. 10.770

Dollar Threshold Considered Between Type A and |$750,000
Type B Federal Programs
Low Risk Auditee Statements Yes

See Independent Auditor’s Report
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Nueces River Authority
Single Audit Compliance Information

Schedule of Findings and Questioned Costs
August 31, 2023

SECTION II - FINANCIAL STATEMENT FINDINGS
There were no financial statement findings.
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no Federal Award findings.

See Independent Auditor’s Report
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Nueces River Authority
Single Audit Compliance Information

Summary Schedule of Prior Audit Findings
August 31, 2023

No prior audit findings.

See Independent Auditor’s Report
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Nueces River Authority
Uvalde, Texas

We have audited, in accordance with the 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 financial statements of the
governmental activities, the business-type activities, and each major fund of the Nueces River
Authority (the Authority), as of and for the year ended August 31, 2023, and the related notes to
the financial statements, which collectively comprise the Authority’s basic financial statements,
and have issued our report thereon dated March 6, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’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 opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’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 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.

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.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
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 financial statements. 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 Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

e

San Antonio, Texas
March 6, 2024
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

To the Board of Directors
Nueces River Authority
Uvalde, Texas

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited the Nueces River Authority’s (the Authority) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on each of the Authority’s major federal programs for the year ended August
31,2023. The Authority’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

In our opinion, the Authority, complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended August 31, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Our responsibilities under those standards and the Uniform Guidance are further described in the
Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Authority and to meet our other ethical responsibilities,
in accordance with 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 opinion on
compliance for each major federal program. Our audit does not provide a legal determination of
the Authority’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
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requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the Authority’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Authority’s compliance based on our audit. 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 generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control. Noncompliance with the compliance requirements referred to above is
considered material if there is a substantial likelihood that, individually or in the aggregate, it
would influence the judgment made by a reasonable user of the report on compliance about the
Authority’s compliance with the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, 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 Authority’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

e Obtain an understanding of the Authority’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance

54




requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion in expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other

San Antonio, Texas
March 6, 2024
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