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December 29, 2017 
 
 
Board of Directors 
High Plains Underground Water Conservation District No. 1 
Lubbock, Texas 
 
We have audited the financial statements of High Plains Underground Water Conservation District No. 1 
(the District) for the fiscal year ended September 30, 2017, and have issued our report thereon dated 
December 29, 2017. Professional standards require that we provide you with the following information 
related to our audit. 
 
Our Responsibility under U.S. Generally Accepted Auditing Standards 
 
As stated in our engagement letter dated April 20, 2017, our responsibility, as described by professional 
standards, is to express an opinion about whether the financial statements prepared by management with 
your oversight are fairly presented, in all material respects, in conformity with accounting principles 
generally accepted in the United States of America. Our responsibility is to plan and perform the audit to 
obtain reasonable, but not absolute, assurance that the financial statements are free of material 
misstatement. 
 
 As part of our audit, we will consider the internal control of the District. Such considerations are solely for 
the purpose of determining our audit procedures and not to provide any assurance concerning such 
internal control. 
 
Generally accepted accounting principles provide for certain required supplementary information (RSI) to 
supplement the basic financial statements. Our responsibility with respect to the MD&A, Schedule of 
Changes in Net Pension Asset and Related Ratios, the Schedule of Employer Contributions, and the 
Budgetary Comparison Schedule – General Fund which supplement(s) the basic financial statements, is 
to apply certain limited procedures in accordance with generally accepted auditing standards. However, 
the RSI will not be audited and, because the limited procedures do not provide us with sufficient evidence 
to express an opinion or provide any assurance, we will not express an opinion or provide any assurance 
on the RSI. 
 
We have been engaged to report on combining statements, which accompany the financial statements but 
are not RSI. Our responsibility for this supplementary information, as described by professional standards, 
is to evaluate the presentation of the supplementary information in relation to the financial statements as 
a whole and to report on whether the supplementary information is fairly stated, in all material respects, in 
relation to the financial statements as a whole. 
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to you in our 
engagement letter and meetings about planning matters. 
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Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. In accordance 
with the terms of our engagement letter, we will advise management about the appropriateness of 
accounting policies and their application. The significant accounting policies used by the District are 
described in the notes to the financial statements. No new accounting policies were adopted and the 
application of existing policies was not changed during the fiscal year ending September 30, 2017. We 
noted no transactions entered into by the District during the year for which there is a lack of authoritative 
guidance or consensus. There are no significant transactions that have been recognized in the financial 
statements in a different period than when the transaction occurred. 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management's knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their significance 
to the financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimate affecting the financial statements is: 
 

Management’s estimate for the useful lives of capital assets is based on industry practice. We 
evaluated the key factors and assumptions used to develop the estimate in determining that it is 
reasonable in relation to the financial statements taken as a whole. 
 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosure affecting the financial statements related to the District’s 
retirement pension plan in Note H. 

 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. 
Management has corrected all such misstatements. The misstatements detected as a result of audit 
procedures were corrected by management and are attached to this letter. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be 
significant to the financial statements or the auditor’s report. We are pleased to report that no such 
disagreements arose during the course of our audit. 
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Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated December 29, 2017. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application 
of an accounting principle to the District's financial statements or a determination of the type of auditor's 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the District's auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 
 
We reported certain issues to management of the District in a separate letter dated December 29, 2017.  
 
Other Matters 
 
We applied certain limited procedures to the MD&A, Schedule of Changes in Net Pension Liability and 
Related Ratios, Schedule of Employer Contributions, and the Budgetary Comparison Schedule – General 
Fund, which are required supplementary information (RSI) that supplements the basic financial statements.  
Our procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any assurance on the RSI. 
 
Restriction on Use 
 
This information is intended solely for the use of the Board of Directors and management of the District 
and is not intended to be and should not be used by anyone other than these specified parties. 
 
 

Very truly yours, 

Certified Public Accountants 
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Trial Balance: 017 W - Trial Balance

Workpaper: 017 W - AJE Report

Account Description W/P Ref Debit Credit

1220 Accrued Interest Receivable - Investments 3,672.05

4002 CD Interest 3,672.05

Total 3,672.05 3,672.05
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To record grant receivables and payables as of 09/30/2017.
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Adjusting Journal Entries JE # 1
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To adjust prepaids for 2017 amounts unamortized.
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Independent Auditor’s Report 
 
 
 
Board of Directors 
High Plains Underground Water District No. 1 
Lubbock, Texas 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and general fund 
of High Plains Underground Water Conservation District No. 1 (the District), as of and for the fiscal year 
ended September 30, 2017, and the related notes to the financial statements, which collectively comprise 
the District’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions.  
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and general fund of High Plains Underground 
Water Conservation District No. 1, as of September 30, 2017, and the respective changes in financial 
position, thereof for the year then ended in accordance with accounting principles generally accepted in 
the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, schedule of changes in net pension asset and related ratios, schedule of employer 
contributions, and budgetary comparison information as listed in the table of contents 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. 

 

Certified Public Accountants  
 
Lubbock, Texas 
 

December 29, 2017 
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HIGH PLAINS UNDERGROUND WATER CONSERVATION DISTRICT NO. 1 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
(Required Supplementary Information) 

 
 
 
 

This section of High Plains Underground Water Conservation District No. 1’s (the District) annual financial 
report presents our discussion and analysis of the District’s financial performance during the fiscal year 
ended September 30, 2017. Please read it in conjunction with the District’s financial statements. 
 
FINANCIAL HIGHLIGHTS  
 

 The District’s net position was $7,944,992 at September 30, 2017. Of this amount, $7,246,826 
(unrestricted net position) may be used to meet the District’s ongoing obligations.  

 
 During the year, the District’s revenues were $467,781 more than the $2,542,086 expensed in 

general administration and depreciation..  
 

 The General Fund reported a fund balance this year of $7,094,904. Of this amount, $6,758,005 is 
available for spending at the government’s discretion.  

 
OVERVIEW OF THE FINANCIAL STATEMENTS  
 
This annual report consists of three parts—Management’s Discussion and Analysis (this section), the basic 
financial statements, and required supplementary information. 
The basic financial statements include two kinds of statements 
that present different views of the District:  
 

 The first two statements are Government-Wide  
Financial Statements that provide both long-term and  
short-term information about the District’s overall  
financial status.  

 
 The remaining statements are Fund Financial  

Statements that focus on individual parts of the  
government, reporting the District’s operations in  
more detail than the government-wide statements.  

 
 The Governmental Funds statements tell how general  

government services were financed in the short-term  
as well as what remains for future spending.  

 
 Fiduciary Fund statements provide information about  

the financial relationships in which the District acts  
solely as a trustee or agent for the benefit of others, to  
whom the resources in question belong. 
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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. Figure A-1 shows 
how the required parts of this annual report are arranged and related to one another. 
 

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the 
District government they cover and the types of information they contain. The remainder of this overview 
section of Management’s Discussion and Analysis explains the structure and contents of each of the 
statements.  
 

Type of Statement Government-Wide Governmental Funds Fiduciary Funds

Scope
Entire District's government 
(except fiduciary funds)

The activities of the District that 
are not proprietary or fiduciary

Instances in which the 
District is the trustee or 
agent for someone else's 
resources

Statement of net position Balance Sheet (assets + 
deferred outflows - liabilities - 
deferred inflows)

Statement of fiduciary net 
position

Statement of activities Statement of revenues, 
expenditures and changes in 
fund balances

Statement of changes in 
fiduciary net position

Accounting basis and 
measurement focus

Accrual accounting and 
economic resource focus

Modified accrual accounting and 
current financial resources focus

Accrual accounting and 
economic resources focus

Type of asset/liability 
information

All assets and liabilities, both 
financial and capital, short-
term and long-term

Only assets expected to be used 
up and liabilities that come due 
during the year or soon 
thereafter; no capital assets 
included

All assets and liabilities, 
both short-term and long-
term; the Agency's funds do 
not currently contain capital 
assets, although they can

Type of flow/outflow
All revenues and expenses 
during year, regardless of 
when cash is received or paid

Revenues for which cash is 
received during or soon after the 
end of the year; expenditures 
when goods or services are 
received

All revenues and expenses 
during year; regardless of 
when cash is received or 
paid

FIGURE A-2
MAJOR FEATURES OF THE DISTRICT'S GOVERNMENT-WIDE AND FUND STATEMENTS

Required financial 
statements

 
 

Government-Wide Statements  
 

The government-wide statements are designed to provide readers with a broad overview of the District’s 
finances, using accounting methods similar to those used by private-sector companies. The Statement of 
Net Position (see table of contents) presents information on all of the District’s assets, liabilities, deferred 
inflows and outflows, with the difference between the two reported as net position. Over time, increases or 
decreases in net position may serve as a useful indicator of whether the District’s financial position is 
improving or deteriorating when examined in conjunction with nonfinancial factors. The Statement of 
Activities (see table of contents) presents information showing how the government’s net position changed 
during the fiscal year. All changes in net position are reported as soon as the underlying event giving rise 
to the change occurs, regardless of the timing of related cash flows.  
 
Fund Financial Statements 
 
The District has one fund:  
 

The District’s only governmental fund is the General Fund which is used to account for all financial 
resources of the District.  
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FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE  
 
The District’s net position was $7,944,992 at September 30, 2017. The District’s net position reflects its 
investment in capital assets (e.g. land, buildings and improvements, machinery and equipment, and 
furniture and fixtures) of $698,166, less accumulated depreciation and any related outstanding debt. The 
remaining balance of unrestricted net position, $7,246,826, may be used to meet the District’s ongoing 
obligations to the citizens and creditors.  
 

2017 2016

Current and Other Assets $ 7,192 $ 6,684
Capital and Non-Current Assets 938 890

Total Assets $ 8,130 $ 7,574

Deferred Outflows of Resources $ 155 $ 171

Current Liabilities $ 63 $ 46
Noncurrent Liabilities 191 134

Total Liabilities $ 254 $ 180

Deferred Inflows of Resources $ 86 $ 88

Net Position
Net Investment in Capital Assets $ 698 $ 730
Unrestricted 7,247 6,747

Total Net Position $ 7,945 $ 7,477

Table A-1
High Plains Underground Water Conservation District No. 1's Net Position

(in thousands)
Governmental Activities

 
 
Changes in Net Position—The District’s net position increased by $467,781 during the current fiscal year. 
The District has been increasing net position year over year for some time. The decrease in net position 
from the prior year is mostly to the District lowering the property tax rate over time to manage reserves. 
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Governmental Activities—Total revenues for the fiscal year ending September 30, 2017 were 
$3,009,867. Approximately 90% of the District’s revenue comes from property taxes, while 6% comes from 
fees and charges for services. Operating grants account for 1% of total revenues. Investment and other 
earnings accounted for another 3%. 
 
Expenditures increased by $144,645 from the prior year with the largest increase related to a database 
project for internal information systems and health insurance increases. 

 

2017 2016
Revenues:
Program Revenues

Charge for Services $ 177 $ 147
Operating Grants and Contributions 26 141

General Revenues
Property Taxes 2,725 2,856
Investment Earnings 48 28
Other Income 8 28
Sale of Real and Personal Property 26

Total Revenues $ 3,010 $ 3,200

Expenses:
General Administration and Depreciation $ 2,542 $ 2,397

Total Expenses $ 2,542 $ 2,397

Increase in Net Position $ 468 $ 803
Beginning Net Position 7,477 6,674

Ending Net Position $ 7,945 $ 7,477

Table A-2
High Plains Underground Water Conservation District No. 1 Changes in Net Position

(in thousands)
Governmental Activities

 
 
FINANCIAL ANALYSIS OF THE DISTRICT’S FUND  
 
The General Fund is the chief operating fund of the District. At the end of the fiscal year, $6,758,005 of 
fund balance is unassigned. As a measure of the fund’s liquidity, it may be useful to compare unassigned 
fund balances to total fund expenditures. Unassigned fund balances represent 263% of total General Fund 
expenditures.  
 
General Fund Budgetary Highlights — At the end of the year, actual expenditures were $255,984 under 
final budgeted amounts. Revenues exceeded the budget by $197,632.  
 
CAPITAL ASSETS 
 
Capital Assets — As of September 30, 2017, the District has invested in a broad range of capital assets, 
including land, buildings and improvements, machinery and equipment, and furniture and fixtures.  
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Major events affecting capital assets during the year were:  
 

 Purchase of four vehicle with trade-ins 
 

More detailed information about the District’s capital assets can be found on page 20.  
 

2017 2016

Land $ 180 $ 180
Buildings and Improvements 491 489
Machinery and Equipment 664 645
Furniture and Fixtures 43 43

Total $ 1,378 $ 1,357
Less: Total Accumulated Depreciation (680) (627)

Net Capital Assets $ 698 $ 730

Table A-3
High Plains Underground Water Conservation District No. 1's Capital Assets

(in thousands)
Governmental Activities

 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES  
 

 The appraised value used for the 2017-2018 budget preparation is estimated to be up from the 
2016 valuation to the 2017 valuation which combined with the decreased tax rate is still expected 
to increase property tax revenues for 2017-2018.  

 The tax rate established for 2017 is $0.0069, which is $.0006 cents per $100 lower than the rate 
used in 2016.  

 Inflationary trends in the region compare favorably to national indices.  
 
These factors and others were taken into consideration when preparing the General Fund budget for the 
2018 fiscal year. 
 
Budgeted expenditures are expected to increase approximately two percent to $2,881,803. The District 
has added no major new programs or initiatives to the 2017-2018 budget.  
 
If these estimates are realized, the District’s budgetary General Fund balance is expected to be 
unchanged. 
 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with 
a general overview of the District’s finances and to demonstrate the District’s accountability for the money 
it receives. Questions concerning any of the information provided in this report or requests for additional 
financial information should be directed to the High Plains Water District office at 2930 Avenue Q, Lubbock, 
Texas 79411.
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The accompanying notes are an integral part of this statement.

Exhibit A-1

Primary
Government

Governmental 
Activities 

ASSETS: 
Cash and Cash Equivalents $ 45,523
Investments 7,055,970
Property Taxes Receivable (Net) 34,495
Due from Appraisal Districts 3,450
Grant Receivables 21,999
Accrued Interest Receivable 3,672
Prepaid Expenses 26,899
Net Pension Asset 240,233
Capital Assets (Net of Accumulated Depreciation):

Land 168,245
Buildings and Improvements 214,922
Machinery and Equipment 311,056
Furniture & Fixtures 3,943

Total Assets $ 8,130,407

DEFERRED OUTFLOWS OF RESOURCES:
Pension Plan - Employer Contributions $ 51,283
Pension Plan - Changes in Assumptions 8,754
Pension Plan - Earnings Differences 94,271

Total Deferred Outflows of Resources $ 154,308

LIABILITIES: 
Accounts Payable $ 20,211
Grants Payable 20,464
Other Current Liabilities 21,934
Noncurrent Liabilities

Accrued Compensated Absences 190,923
Total Liabilities $ 253,532

DEFERRED INFLOWS OF RESOURCES:
Pension Plan - Experience Differences $ 86,191

Total Deferred Inflows of Resources $ 86,191

NET POSITION:
Net Investment in Capital Assets $ 698,166
Unrestricted 7,246,826

Total Net Position $ 7,944,992
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The accompanying notes are an integral part of this statement.

Exhibit A-2

Net (Expense)
and

Changes in

Fees & Operating Primary Gov.
Charges for Grants and Governmental

Expenses Services Contributions Activities
Departments/Programs

PRIMARY GOVERNMENT:
Governmental Activities

General Administration $ 2,425,119 $ 176,830 $ 26,231 $ (2,222,058)
Depreciation 116,967 (116,967)

Total Governmental Activities $ 2,542,086 $ 176,830 $ 26,231 $ (2,339,025)

General Revenues:
Property Taxes $ 2,725,293
Gain on the Sale of Capital Assets 25,431
Investment Earnings 48,292
Miscellaneous Revenue 7,790
Total General Revenues $ 2,806,806

Change in Net Position $ 467,781
Net Position - Beginning 7,477,211
Net Position - Ending $ 7,944,992

Net Position
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Program Revenues
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The accompanying notes are an integral part of this statement.

Exhibit A-3

General
Fund

ASSETS: 
Cash and Cash Equivalents $ 45,523
Investments 7,055,970
Property Taxes Receivable (Net) 34,495
Due from Appraisal Districts 3,450
Grant Receivables 21,999
Accrued Interest Receivable 3,672
Prepaid Expenses 26,899

Total Assets $ 7,192,008

LIABILITIES: 
Accounts Payable $ 20,211
Grants Payable 20,464
Other Current Liabilities 21,934

Total Liabilities $ 62,609

DEFERRED INFLOWS OF RESOURCES:
Unavailable Revenue - Property Taxes $ 34,495

Total Deferred Inflows of Resources $ 34,495

FUND BALANCES:
Nonspendable:

Prepaid Items $ 26,899
Committed for:

Technical Development 310,000
Unassigned 6,758,005

Total Fund Balances $ 7,094,904
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The accompanying notes are an integral part of this statement.

Exhibit A-4

Total Fund Balances - Governmental Fund Balance Sheet $ 7,094,904

Capital assets used in governmental activities are not reported in the fund. 698,166

Net pension asset required by GASB 68 is not reported in the fund. 240,233

Deferred outflows of resources for pensions are not reported in the fund. 154,308

Deferred inflows of resources for pensions are not reported in the fund. (86,191)

Property taxes receivable unavailable to pay current expenditures are deferred in the fund. 34,495

(190,923)

Net Position of Governmental Activities - Statement of Net Position $ 7,944,992

Amounts reported for governmental activities in the Statement of Net Position (SNP) are
different because:

Payables for compensated absences which are not due in the current period are not
reported in the fund.
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Exhibit A-5

Major Funds
General

Fund
Revenue:

Taxes:
Property Taxes $ 2,765,614

Permits 143,800
Depletion Requests 33,030
Grant Revenue 26,231
Investment Earnings 48,292
Miscellaneous Revenue 7,790

Total Revenues $ 3,024,757

Expenditures:
Current:

General Administration $ 2,432,802
Capital Outlay 138,339

Total Expenditures $ 2,571,141
Excess (Deficiency) of Revenues
  Over (Under) Expenditures $ 453,616

Other Financing Sources:
Proceeds from Sale of Capital Assets $ 78,600

Total Other Financing Sources $ 78,600

Net Change in Fund Balances $ 532,216

Fund Balances - Beginning 6,562,688

Fund Balances - Ending $ 7,094,904
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Exhibit A-6

Net Change in Fund Balances - Total Governmental Funds $ 532,216

Capital assets are not reported as expenses in the SOA. 138,339

(116,967)

The loss from the disposition of a capital asset is not recorded in the fund. (53,169)

Unavailable revenue that does not meet the availability criteria in the funds is reported as 
income in the SOA. (40,321)

Pension asset and related deferred inflows and outflows changes are reported as a
component of pension expense in the SOA. 64,956

(57,273)

Change in Net Position of Governmental Activities - Statement of Activities $ 467,781

Changes in compensated absences balances are not reported in the fund, this is the changes
in those amounts.

The depreciation of capital assets used in governmental activities is not reported in the funds.
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Amounts reported for governmental activities in the Statement of Activities (SOA) are different
because:
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
A. REPORTING ENTITY  
 
The High Plains Underground Water Conservation District No. 1 (the District) was formed for the purpose 
of conserving, preserving, protecting, and recharging the underground water of subdivision NO. 1 of the 
underground water reservoir located under the high plains of Texas. The District was authorized by Article 
7880-3c Revised Civil Statues of the State of Texas (Acts of the 51st Legislature, 1949). The District’s 
programs include providing water depletion information to landowners, regulating the spacing of irrigation 
wells and educating the public concerning water conservation issues. The District’s operations are financed 
primarily from ad valorem taxes. The District operates under a board-manager form of government. There 
are five elected board member positions. The members of the Board of Directors are elected by the public, 
have authority to makes decisions, appoint administrators and managers, and significantly influence 
operations and have the primary accountability for fiscal matters. The District is not included in any other 
governmental reporting entity and has no component units included within the reporting entity.  
 
B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS  
 
The Statement of Net Position and the Statement of Activities are Government-Wide Financial Statements. 
They report information on all of the District’s non-fiduciary activities. Governmental activities include 
programs supported primarily by taxes, fees, grants, and other income.  
 
The Statement of Activities presents a comparison between expenses and program revenues for the 
function of the District’s governmental activities. Direct expenses are those that are specifically associated 
with a program or function and, therefore, are clearly identifiable to a particular function. Program revenues 
include a) fees charges paid by the recipients of goods or services offered by the program, and b) grants 
and contributions that are restricted to meeting the operational or capital requirements of a particular 
program. Revenues that are not classified as program revenues, including all taxes, are presented as 
general revenues.  
 
The fund financial statements provide reports on the financial condition and results of operations. The 
District considers the General Fund major and reports its financial condition and results of operations in a 
single column.  
 
C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT 
PRESENTATION 
 
The Government-Wide Financial Statements use the economic resources measurement focus and the 
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of the related cash flows. Property taxes are recognized as 
revenues in the year for which they are levied. 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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Governmental fund financial statements use the current financial resources measurement focus and the 
modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities 
and fund balances are included on the balance sheet. Operating statements of these funds present net 
increases and decreases in current assets (i.e., revenues and other financing sources and expenditures 
and other financing uses). 
 
Under the modified accrual basis of accounting, revenues are recognized in the accounting period in which 
they become measurable and available. Available means collectible within the current period or expected 
to be collected within 60 days after year end and be used to pay liabilities of the current period. 
Expenditures are generally recognized in the accounting period in which the fund liability is incurred, if 
measurable. Exceptions to this general rule include unmatured principal and interest on general long-term 
obligations which are recognized when due. This exception is in conformity with accounting principles 
generally accepted in the United States of America.  
 
Property tax revenues are considered measurable and available when collected by the respective 
intermediary collecting agency and recognized as revenue at that time. Property tax revenues are 
considered measurable at the time of levy and are recognized as deferred revenue and taxes receivable, 
net of an allowance for estimated uncollectible taxes, at that time. Property tax revenues are considered 
available if collected within 60 days subsequent to year end. However, the amount of taxes collected in 
the period 60 days subsequent to year end are considered immaterial and not recorded as current year 
revenue. All tax collections expected to be received subsequent to year end are, therefore, reported as 
deferred revenues. Licenses and permits, fines and forfeits, and miscellaneous revenues are recorded as 
revenues when received in cash because they are generally not measurable until actually received. 
Investment earnings are recorded on the accrual basis in all funds. 
 

Grant revenues are recorded on a basis applicable to the legal and contractual requirements of the 
individual grant programs. If funds must be expended on the specific purpose or project before any 
amounts will be paid to the District, revenues are recognized as the expenditures or expenses are 
recorded. If funds are virtually unrestricted and irrevocable, except for failure to comply with required 
compliance requirements, revenues are recognized when received or susceptible to accrual. Federal and 
State grants awarded on the basis of entitlement periods are recorded as grant receivables and revenues 
when entitlement occurs. All other federal reimbursable-type grants are recorded as grant receivables and 
revenues when the related expenditures are incurred.  
 

D. FUND ACCOUNTING  
 

The District applies GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions. This Statement establishes criteria for classifying governmental fund balances into specifically 
defined classifications. Classifications are hierarchical and are based primarily on the extent to which the 
District is bound to honor constraints on the specific purposes for which the amounts in the funds may be 
spent. Application of the Statement requires the District to classify and report amounts in the appropriate 
fund balance classifications. The District’s accounting and finance policies are used to interpret the nature 
and/or requirements of the funds and their corresponding assignment of restricted, committed, assigned, 
or unassigned. From interpretation of the adopted policy the District will spend its fund in the following 
order: Committed, Assigned, and Unassigned, if more than one classification of fund balance is available. 
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The District reports the following classifications: 
 
Nonspendable Fund Balance – Nonspendable fund balances are amounts that cannot be spent because 
they are either (a) not in spendable form – such as inventory or prepaid insurance or (b) legally or 
contractually required to be maintained intact – such as a trust that must be retained in perpetuity. 
 
Restricted Fund Balance – Restricted fund balances are restricted when constraints placed on the use of 
resources are either (a) externally imposed by creditors, grantors, contributors, or laws or regulations of 
other governments or (b) imposed by law through constitutional provisions or enabling legislation. 
 
Restrictions are placed on fund balances when legally enforceable legislation establishes the District’s 
right to assess, levy, or charge fees to be used for a specific purpose – such as the District’s grant revenue 
if received in advance of use, which must be used on that grant program. Legal enforceability means that 
the District can be compelled by an external party to use resources created by enabling legislation only for 
the purposes specified by the legislation. 
 
Committed Fund Balance – Committed fund balances are amounts that can only be used for specific 
purposes as a result of constraints imposed by the Board. Committed amounts cannot be used for any 
other purposes unless the Board removes those constraints by taking the same type of actions (legislation, 
resolution, or ordinance). Committed fund balances include non-liquidated encumbrances at year end that 
are carried forward to the next fiscal year. Amounts in the committed fund balance classification may be 
used for other purposes with appropriate due process by the Board. Committed fund balances differ from 
restricted balances because the constraints on their use do not come from outside parties, constitutional 
provisions, or enabling legislation. 
 
Assigned Fund Balance – Assigned fund balances are amounts that are constrained by the District’s intent 
to be used for specific purposes, but are neither restricted nor committed. Intent is expressed by (a) the 
General Manager or (b) an appointed body or official to which the Board has delegated the authority to 
assign, modify, or rescind amounts to be used for specific purposes. 
 
Assigned fund balance includes (a) all remaining amounts that are reported in governmental funds (other 
than the General Fund) that are not classified as nonspendable, restricted, or committed, and (b) amounts 
in the General Fund that are intended to be used for a specific purpose. Specific amounts that are not 
restricted or committed in a special revenue, capital projects, debt service, or permanent fund, are 
assigned for purposes in accordance with the nature of their fund type. Assignment with the General Fund 
conveys that the intended use of those amounts is for specific purposes that are narrower than the general 
purposes of the District itself. 
 
Unassigned Fund Balance – Unassigned fund balance is the residual classification for the General Fund. 
This classification represents General Fund balance that has not been assigned to other funds, and that 
has not been restricted, committed, or assigned to specific purposes within the General Fund. 
 
The accounts of the District are organized in one fund. The operations of the fund are accounted for with 
a set of self-balancing accounts that comprise its assets, deferred inflows and outflows, liabilities, fund 
balance, revenues, and expenditures or expenses, as appropriate. Government resources are allocated 
to and accounted for in individual funds based upon the purposes for which they are to be spent and the 
means by which spending activities are controlled.  
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The District maintains the following fund:  
 
Major Governmental Funds:  
 
General Fund - The General Fund is the general operating fund of the District. It is used to account for all 
financial resources and related expenditures of the District. The main sources of revenue are property 
taxes, fees, depletion studies, and investment earnings. 
 
E. OTHER ACCOUNTING POLICIES  
 

1. The District considers all highly liquid investments purchased with an original maturity of three 
months or less to be cash and cash equivalents.  

 
2. Capital assets include land, buildings and improvements, machinery and equipment, and furniture 

and fixtures are reported in the applicable governmental activities columns in the Government-
Wide Financial Statements. Capital assets are defined by the District as assets with an initial, 
individual cost of more than $5,000 and an estimated useful life in excess of two years. Such assets 
are recorded at historical cost or estimated historical cost if purchased or constructed. Donated 
capital assets are recorded at estimated fair market value at the date of donation. The costs of 
normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets’ lives are not capitalized. Major outlays for capital assets and improvements are capitalized 
as projects are constructed. 

 
Buildings and improvements, machinery and equipment, and furniture and fixtures of the District 
are depreciated using the straight line method over the following estimated useful lives: 

 
Assets Years

Buildings and Improvements 15-65
Vehicles and Equipment 5-15
Furniture and Fixtures 7-20

 
 

3. The District provides statutory workers’ compensation insurance for its employees.  
 
II. PROPERTY TAX  
 
Property taxes are levied by October 1st in conformity with Subtitle E, Texas Property Tax Code. Taxes 
are due on receipt of the tax bill and are delinquent if not paid before February 1 of the year following the 
year in which imposed. On January 1st of each year, a tax lien attaches to property to secure the payment 
of all taxes, penalties, and interest ultimately imposed.  
 
The District's taxes on real property are a lien against such property until paid. The District may foreclose 
real property upon which it has a lien for unpaid taxes. Although the District makes little effort to collect 
delinquent taxes through foreclosure proceedings, delinquent taxes on property not otherwise collected 
are generally paid when there is a sale or transfer of the title on property.  
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III. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS  
 
A. DEPOSITS AND INVESTMENTS  
 
Legal and Contractual Provisions Governing Deposits and Investments  
 
The funds of the District must be deposited and invested under the terms of a contract, contents of which 
are set out in the Depository Contract Law. The depository bank places approved pledged securities for 
safekeeping and trust with the District's agent bank in an amount sufficient to protect District funds on a 
day-to-day basis during the period of the contract. The pledge of approved securities is waived only to the 
extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance. 
 
At September 30, 2017, the carrying amount of the District's cash and cash equivalents and investments 
was $7,101,493 and the bank balance was $7,114,677.  
 
The Public Funds Investment Act (Government Code Chapter 2256) (the Act) contains specific provisions 
in the areas of investment practices, management reports and establishment of appropriate policies. 
Among other things, it requires the District 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 certificates of deposit. Statutes authorize the District to invest in (1) obligations of the U.S. 
Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of deposit, (3) certain municipal 
securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7) 
mutual funds, (8) investment pools, (9) guaranteed investment contracts, and (10) common trust funds. 
The Act also requires the District to have independent auditors perform test procedures related to 
investment practices as provided by the Act. The District is in substantial compliance with the requirements 
of the Act and with local policies.  
 
The carrying value of investments (certificates of deposit with original maturity of more than three months) 
at September 30, 2017 was $7,055,970. The Certificates of Deposit are consider a level one investments 
and fair value approximates costs. There was no material valuation issues with these types of investments. 
 
Policies Governing Deposits and Investments:  
 
In compliance with the Public Funds Investment Act, the District has adopted a deposit and investment 
policy.  
 
Disclosures related to certain types of risk the District may have been exposed to at year end:  
 
Custodial Credit Risk – Deposits: This is the risk that in the event of bank failure, the District’s deposits 
may not be returned to it. The District was not exposed to custodial credit risk since its deposits at year-
end and during the year ended September 30, 2017 were covered by depository insurance or by pledged 
collateral held by the Districts agent bank.  
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The District’s investments are certificates of deposits covered by pledged securities. 
 
B. FAIR VALUE MEASUREMENT AND APPLICATION 
 
TCDRS categorizes fair value measurements of investment assets and liabilities within the fair value 
hierarchy established by generally accepted accounting principles as mandated by GASB Statement No. 
72. These investments are valued through industry standard practices for the respective type of security 
at a price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. 
 
The hierarchy classifications are based on the transparency of inputs to the valuation techniques used and 
should not be perceived as the particular investment’s risk. These classifications are summarized into three 
broad levels, arranged from highest to lowest: 
 
Level 1 - Unadjusted inputs using quoted prices in active markets or exchanges for identical investments. 
 
Level 2 - Other significant observable inputs including quoted prices of securities that are comparable in 
coupon, rating, maturity and industry. Inputs other than quoted prices that are observable take into account 
operational, market, financial and non-financial factors (interest rates, yield curves, credit risk, and default 
rates) or other market corroborated inputs that are observable at commonly quoted intervals for the full 
term of the investment. 
 
Level 3 – Significant inputs that are not observable and cannot be corroborated by observable market data 
(assumptions, cash flows or earnings multiples). In instances where inputs used to measure fair value fall 
into different levels in the fair value hierarchy, fair value measurements in their entirety are categorized 
based on the lowest level input that is significant to the valuation. The assessment of the significance of 
particular inputs to their fair value measurements requires judgment and considers factors specific to each 
asset. 
 
The District’s certificates of deposit are measured at cost and are considered a Level 1 investments. 
 

C. ALLOWANCES FOR DOUBTFUL ACCOUNTS 
 
In the Government-Wide Statement of Net Position, the District reported the following receivables net of 
allowances for uncollectible accounts: 
 

Balance Allowance Net

Taxes Receivable $ 114,842 $ 80,347 $ 34,495

$ 114,842 $ 80,347 $ 34,495
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D. CAPITAL ASSET ACTIVITY  
 
Capital asset activity for the District for the year ended September 30, 2017 was as follows: 
 

Balance Balance
October 1, September 30,

2016 Additions Retirements 2017
Governmental Activities

Non-depreciable Assets
Land $ 180,119 $ $ $ 180,119

Total Non-depreciable Assets $ 180,119 $ 0 $ 0 $ 180,119
Depreciable Assets

Buildings and Improvements $ 488,680 $ 7,190 $ 4,650 $ 491,220
Machinery and Equipment 645,449 131,149 112,307 664,291
Furniture and Fixtures 42,643 42,643

Total Depreciable Assets $ 1,176,772 $ 138,339 $ 116,957 $ 1,198,154

Totals at Historic Cost $ 1,356,891 $ 138,339 $ 116,957 $ 1,378,273
Less Accumulated Depreciation

Buildings and Improvement $ 265,569 $ 15,379 $ 4,650 $ 276,298
Machinery and Equipment 326,741 97,507 59,138 365,110
Furniture and Fixtures 34,618 4,081 38,699

Total Accumulated Depreciation $ 626,928 $ 116,967 $ 63,788 $ 680,107
Governmental Activities Capital

Assets, Net $ 729,963 $ 21,372 $ 53,169 $ 698,166
 

 
Current year depreciation expense was not allocated in the statement of activities. 
  
E. DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 
 
In addition to assets, the statement of net position will sometimes report a separate section for deferred 
outflows and inflows of resources. This separate financial statement element, represents a current 
consumption or acquisition of net position that applies to a future period(s) and so will not be recognized 
as an inflow or outflow of resources (expense/expenditure) until then. Currently, the District has four items 
that qualify for reporting in these categories, and they all relate to pension plan timing differences. 
 
In addition to liabilities, the balance sheet will sometimes report a separate section for deferred inflows of 
resources. This separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of 
resources (revenue) until that time. The District has only one type of item, which arises only under a 
modified accrual basis of accounting, which qualifies for reporting in this category. Accordingly, the item, 
unavailable revenue, is reported only in the governmental funds balance sheet. The Governmental Fund 
reports unavailable revenues from property taxes. These amounts are deferred and recognized as an 
inflow of resources in the period that the amounts become available. 
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F. ACCRUED COMPENSATED ABSENCES 
 
The District allows employees to accumulate unused sick leave to a maximum 60 days. Sick leave is 
accrued at the rate of eight hours per month. Unused sick leave accumulated in excess of 60 days is pad 
to employees annually in December. Upon termination up to 60 days of sick leave will be paid to the 
employee. 
 
Vacation time is accrued at the following rates for employees: 
 

1. Less than 10 years of service receive 8 hours a month with a maximum carry over of 192 hours. 
2. More than 10 years of service receive 10 hours a month with a maximum carry over of 240 hours. 

 
Vacation unused at the time of termination is paid out the employee at an amount not to exceed the max 
carryover for that employee. 
 
Unused accrued compensated absences as of September 30, 2017 totaled $190,923. 
 
G. RISK MANAGEMENT  
 
Health Care  
 
During the year ended September 30, 2017, employees of the District were covered through an external 
health insurance policy.  The District pays the premium only for full time, regular employees. The employee 
has the option of adding dependents to the plan at that employee own expense.   
 
 
H. RETIREMENT PENSION PLAN  
 
Plan Description:  
 
The District provides retirement, disability and death benefits for all of its full time employees through a 
non-traditional defined benefit pension plan in TCDRS. The Board of Trustees of TCDRS is responsible 
for the administration of the statewide agent multiple-employer public employee retirement system 
consisting of 738 nontraditional defined benefit pension plans. TCDRS in the aggregate issues a 
Comprehensive Annual Financial Report (CAFR) on a calendar basis. The CAFR is available upon written 
request from the Board of Trustees at P.O. Box 2034, Austin, Texas 78768-2034. 
 
The plan provisions are adopted by the governing body of the employer, within the options available in the 
Texas state statutes governing TCDRS. Members can retire at ages 60 and above with eight or more years 
of service, with 30 years of service regardless of age, or when the sum of their age and years of service 
equals 80 or more. Members are vested after ten years of service.   
 
Members are vested after eight years of service but must leave their accumulated contributions in the plan 
to receive any employer-financed benefit. Members who withdraw their personal contributions in a lump 
sum are not entitled to any amounts contributed by their employer.   
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Benefit amounts are determined by the sum of the employee’s contributions to the plan, with interest, and 
employer-financed monetary credits. The level of these monetary credits is adopted by the governing body 
of the employer within the actuarial constraints imposed by the Texas state statutes governing TCDRS so 
that the resulting benefits can be expected to be adequately financed by the employer’s commitment to 
contribute. At retirement, death, or disability, the benefit is calculated by converting the sum of the 
employee’s accumulated contributions and the employer-financed monetary credits to a monthly annuity 
using annuity purchase rates prescribed by the Texas state statutes governing TCDRS. 
 
Pension Plan Fiduciary Net Position: 
 
Detailed information about the TCDRS fiduciary net position is available in a separately-issued CAFR that 
includes financial statements and required supplementary information mentioned in the above section. 
 
The information provided by TCDRS shows the following information regarding the Pension Plan fiduciary 
net position for the District as of December 31, 2016. 
 

Total

Total Pension Liability $ 1,758,213           

Less: Plan Fiduciary Net Position (1,998,446)          

Net Pension Liability (Asset) $ (240,233)             

Net Position as Percentage of Total Pension Liability 113.66%

Net Pension Asset

 
 
Benefits Provided: 
 
TCDRS provides service and disability retirement, as well as death and survivor benefits, to eligible 
employees (and their beneficiaries). The normal service retirement is at age 60 with eight years of credited 
service, when the sum of the member's age and years of credited service equals 75 or more years, or after 
30 years of service regardless of age. There are no automatic post-employment benefit changes; including 
automatic COLAs. Ad hoc post-employment benefit changes, including ad hoc COLAs can be granted by 
the Texas Legislature as noted in the Plan description above. 
 
Contributions: 
 
The plan is funded by monthly contributions from employee deposits and from employer contributions 
based on the covered payroll of employee members. Under the variable rate plan provisions, the 
contribution rate of the employer is actuarially determined annually. The required contribution was 
determined as part of the December 31, 2016 actuarial valuation using the entry age actuarial cost method.   
 
 
 
 
 
 

 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 

 

 



-23- 
HIGH PLAINS UNDERGROUND WATER CONSERVATION DISTRICT NO. 1 

 
NOTES TO FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2017 
 
 
 
 

 

The actuarial assumptions at December 31, 2016 included (a) an 8.00% investment rate of return (net of 
administrative expenses), and (b) a projected salary increase of 4.90%. Both (a) and (b) included an 
inflation component of 3.00%. The actuarial value of assets was determined using techniques that spread 
the effects of short-term volatility in the market value of investments over a five-year period. The employer 
contribution rate was 7.00% for 2016. The deposit rate payable by employee members is the rate of 7.00% 
as adopted by the governing body of the employer. The employee deposit rate and the employer 
contribution rate may be changed by the governing body of the employer within the options available in 
the Texas state statutes governing TCDRS. 
 

2016 2015
Member 7.00% 7.00%
Employer 7.00% 7.00%

Contribution Rates

 
 

2016 Employer Contributions 67,130$       
2016 Member Contributions 67,130$       

 
 
Actuarial Assumptions: 
 
The total pension liability in the December 31, 2016 actuarial valuation was determined using the following 
actuarial assumptions: 
 

Valuation Date December 31, 2016

Actuarial Cost Method Entry Age Normal

Amortization Method Straight Line over remaining

expected working life

Asset Valuation Method

Smoothing Period Five Years

Recognition Method Non-asymptotic

Corridor None

Remaining Amortization Period 0 years

Discount Rate 8.10%

Long-Term Expected Investment

  Rate of Return* 8.10%

Salary Increases* 4.90%

Payroll Growth Rate 0.00%
*Includes Inflation of 3%

 
 

The actuarial methods and assumptions are primarily based on a study of the District’s workforce and 
estimate of benefits it will pay its employees. The economic and demographic assumptions have been 
established based on the 2013 experience study for TCDRS, details of which can be found in the 2013 

 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 

 

 



-24- 
HIGH PLAINS UNDERGROUND WATER CONSERVATION DISTRICT NO. 1 

 
NOTES TO FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2017 
 
 
 
 

 

Investigation and Experience Report on the TCDRS website. The RP-2000 Active Employee Mortality 
Table was used with a four-year set forward. 
 
Discount Rate: 
 
The discount rate used to measure the total pension liability was 8.10%. There was no change in the 
discount rate since the previous year. The projection of cash flows used to determine the discount rate 
assumed that contributions from plan members and those of the contributing employers and the non-
employer contributing entities are made at the statutorily required rates. Based on those assumptions, the 
pension plan's fiduciary net position was projected to be available to make all future benefit payments of 
current plan members. Therefore, the long-term expected rate of return on pension plan investments was 
applied to all periods of projected benefit payments to determine the total pension liability. The long-term 
rate of return on pension plan investments is 8.10%. The long-term expected rate of return on pension 
plan investments was determined using a building-block method in which best-estimates ranges of 
expected future real rates of return (expected returns, net of pension plan investment expense and 
inflation) are developed for each major asset class. These ranges are combined to produce the long-term 
expected rate of return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. 
 
Best estimates of geometric real rates of return for each major asset class included in the Systems target 
asset allocation as of December 31, 2016 are summarized below: 
 

Long-Term
Expected

Target Portfolio Real
Allocation Rate of Return*

US Equities 13.50% 4.70%
Private Equity 16.00% 7.70%
Global Equities 1.50% 5.00%
International Equities - Developed 10.00% 4.70%
International Equities - Emerging 7.00% 5.70%
Investment-Grade Bonds 3.00% 0.60%
High-Yield Bonds 3.00% 3.70%
Opportunistic Credit 2.00% 3.83%
Direct Lending 10.00% 8.15%
Distressed Debt 3.00% 6.70%
REIT Equities 2.00% 3.85%
Master Limited Partnerships 3.00% 5.60%
Private Real Estate Partnerships 6.00% 7.20%
Hedge Funds 20.00% 3.85%
Total 100.00%

* - Geometric real rates of return in addition to assumed inflation of 2.0%,
per Cliffwater's 2017 capital market assumptions

Asset Class
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Discount Rate Sensitivity Analysis: 
 
The following schedule shows the impact of the Net Pension Liability / (Asset) if the discount rate used 
was one percent less than and one percent greater than the discount rate that was used (8.10%) in 
measuring the December 31, 2016 Net Pension Asset. 
 

1% Decrease in 1% Increase in

Discount Rate (7.1%) Discount Rate (8.1%) Discount Rate (9.1%)

Total Pension Liability $ 1,967,877                   $ 1,758,213                   $ 1,582,128                   

Fiduciary Net Position (1,998,446)                  (1,998,446)                  (1,998,446)                  

Net Pension Liability / (Asset) $ (30,569)                       $ (240,233)                     $ (416,318)                     

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions: 
 
At December 31, 2016, the District reported an asset of $240,233 for its proportionate share of the TCDRS 
net pension amount.  
 
The net pension asset was measured as of December 31, 2016 and the total pension liability used to 
calculate the net pension asset was determined by an actuarial valuation as of that date. The employer's 
proportion of the net pension asset was based on the employer's contributions to the pension plan relative 
to the contributions of all employers to the plan for the period January 1, 2016 through December 31, 2016. 
 
There were no changes of assumptions or inputs that affected measurement of the total pension liability 
during the measurement period.   
 
There were no changes of benefit terms that affected measurement of the total pension liability during the 
measurement period. 
 
At December 31, 2016, the District reported its proportionate share of the TCDRS deferred outflows and 
inflows of resources related to pensions from the following sources: 
 

Deferred

Outflows/(Inflows) of

Resources

Differences Between Expected and Actual Economic Experience $ (86,191)                     

Changes of Assumptions 8,754                        

Net Difference Between Projected and Actual Earnings 94,271                      

Contributions Paid to TCDRS Subsequent to the Measurement Date 51,283                      

Total $ 68,117                      
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The net amounts of the employer's balances of deferred outflows and inflows related to pensions will be 
recognized in pension expense as follows: 
 

Pension Expense
Amount

2017 $ 55,223                  
2018 3,939                    
2019 11,780                  
2020 (2,825)                   
2021 0
Thereafter 0

 
 
At December 31, 2016, the District reported deferred resource outflows for the TCDRS pension plan as 
follows: 
 

Deferred

Outflows (Inflows) of

Resources

Total Net Amounts as of December 31, 2015 Measurement Date $ 83,242                      

Contributions Made Subsequent to the Measurement Date 51,283                      

Contributions Made Prior to the Measurement Date (48,346)                     

Net Deferred Outflows/(Inflows) related to the year ending December 31, 2016 (11,299)                     

Amortization of Deferred Outflows/(Inflows) (6,763)                       

Total Net Amounts as of December 31, 2016 $ 68,117                      
 

 
Employees Covered by Benefit Terms: 
 
At the December 31, 2016 valuation and measurement date, the plan reported the following regarding 
employees covered by the benefit terms: 
 

Inactive Employees or Beneficiaries Currently Receiving Benefits 8

Inactive Employees Entitled to but not Yet Receiving Benefits 14

Active Employees 17

Total Plan Employees 39
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I. LITIGATION, COMMITMENTS, AND SUBSEQUENT EVENTS  
 

There is no pending litigation against the District at September 30, 2017, that would have a material effect 
on the financial statements. 
 
Grant Programs - The District participates in State grant programs, which are governed by various rules 
and regulations of the grantor agencies. Cost charged to the respective grant programs are subject to audit 
and adjustment by the grantor agencies; therefore, to the extent that the District has not complied with the 
rules and regulations governing the grants, refunds of any money received may be required and the 
collectability of any related receivable at September 30, 2017 may be impaired. In the opinion of the District, 
there are no significant contingent liabilities relating to compliance with the rules and regulations governing 
respective grants; therefore, no provision has been recorded in the accompanying financial statements for 
such contingencies. 
 

 The District has evaluated subsequent events through December 29, 2017, the date which the financial 
statements were available to be issued. 
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HIGH PLAINS UNDERGROUND WATER CONSERVATION DISTRICT NO. 1
Exhibit B-1

SCHEDULE OF CHANGES IN NET PENSION
ASSET AND RELATED RATIOS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

12/31/2014 12/31/2015 12/31/2016
TOTAL PENSION LIABILITY

Service Cost $ 98,889 $ 101,531 $ 113,065
Interest Cost 119,457 125,191 132,673
Effect of Plan Changes (18,577)
Effect of Economic/Demographic Losses (61,865) (64,104) (28,728)
Effect of Assumptions Changes or Inputs 14,589
Benefit Payments/Refunds of Contributions (102,355) (66,999) (81,027)

Net Change in Total Pension Liability $ 54,126 $ 91,631 $ 135,983

Total Pension Liability, Beginning 1,476,473 1,530,599 1,622,230

Total Pension Liability, Ending $ 1,530,599 $ 1,622,230 $ 1,758,213

FIDUCIARY NET POSITION

Employer Contributions $ 68,464 $ 68,196 $ 67,130
Member Contributions 68,464 68,196 67,130
Investment Income, Net of Expenses 105,048 18,494 133,066
Benefit Payments/Refunds of Contributions (102,355) (66,999) (81,027)
Administrative Expenses (1,250) (1,257) (1,443)
Other 10,909 6,920 31,208

Net Change in Fiduciary Net Position $ 149,280 $ 93,550 $ 216,064

Fiduciary Net Position, Beginning 1,539,552 1,688,832 1,782,382

Fiduciary Net Position, Ending $ 1,688,832 $ 1,782,382 $ 1,998,446

NET PENSION ASSET $ (158,233) $ (160,152) $ (240,233)

Fiduciary Net Position as a % of Total Pension Liability 110.34% 109.87% 113.66%

County's Covered-Employee Payroll $ 978,050 $ 974,227 $ 958,995

Net Pension Asset as a % of Covered Payroll -16.18% -16.44% -25.05%

-28-

This schedule is presented to illustrate the requirement to show information for ten years. However, recalculations of prior years are not required, 
and if prior years are not reported in accordance with the standards of GASB 67/68, they should not be shown here. Therefore, only years for which 
the new GASB statements have been implemented are shown.
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Exhibit B-2

Year Actuarially Actual Contribution Pensionable Actual Contribution
Ending Determined Employer Deficiency Covered as a % of Covered

September 30, Contribution Contribution (Excess) Payroll (1) Payroll

2015 $ 59,368                     $ 68,464                     $ (9,096)                      $ 978,050                   7.00%
2016 53,777                     68,196                     (14,419)                    974,227                   7.00%
2017 34,287                     70,067                     (35,780)                    1,003,481                6.98%

SCHEDULE OF EMPLOYER CONTRIBUTIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

HIGH PLAINS UNDERGROUND WATER CONSERVATION DISTRICT NO. 1
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This schedule is presented to illustrate the requirement to show information for ten years. However, recalculations of prior years are not required, and if 
prior years are not reported in accordance with the standards of GASB 67/68, they should not be shown here. Therefore, only years for which the new 
GASB statements have been implemented are shown.
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Exhibit B-3

Variance with
Final Budget
Positive or

Original Final Actual Amounts (Negative)
Revenue:

Taxes:
Property Taxes $ 2,685,000 $ 2,685,000 $ 2,765,614 $ 80,614

Permits 85,000 85,000 143,800 58,800
Depletion Map Sales 27,000 27,000 33,030 6,030
Grant Revenue 10,000 10,000 26,231 16,231
Investment Earnings 15,125 15,125 48,292 33,167
Miscellaneous Revenue 5,000 5,000 7,790 2,790

Total Revenues $ 2,827,125 $ 2,827,125 $ 3,024,757 $ 197,632
Expenditures:

Current:
General Administration:

Salaries $ 980,000 $ 1,025,000 $ 1,016,851 $ 8,149
Social Security/Medicare 80,000 80,000 74,378 5,622
Retirement 80,000 80,000 70,067 9,933
Medical Insurance 225,000 240,000 230,863 9,137
Field Supplies & Repair 25,000 70,000 55,413 14,587
Office Supplies 52,000 58,000 57,779 221
Postage 7,000 7,000 4,517 2,483
Software/License 125,000 125,000 89,364 35,636
Audit 19,500 19,500 17,500 2,000
Appraisal/Tax Collection 42,000 51,000 47,356 3,644
Consulting 65,000 65,000 45,057 19,943
Legal 80,000 87,000 86,192 808
Utilities 17,000 17,000 12,321 4,679
Land Appraiser 22,000 42,000 39,400 2,600
Telephone/Internet 33,000 33,000 29,716 3,284
Maintenance/Building & Grounds 23,000 28,000 26,171 1,829
Vehicle Insurance 12,500 14,000 8,396 5,604
Other Insurance 13,000 13,000 9,320 3,680
Board of Directors 58,000 58,000 47,510 10,490
Building Rent 5,100 5,100 5,100
Dues and Subscriptions 9,500 13,000 11,164 1,836
Election 120,000 20,500 1,339 19,161
Public Relations and Education 200,000 200,000 139,316 60,684
Travel and Meals 55,000 59,000 48,623 10,377
Vehicle Maintenance and Fuel 55,000 55,000 37,674 17,326
Regional Water Planning 30,000 30,000 22,068 7,932
Other Expenditures:TWDB-Grant 20,464 (20,464)
Grants 200,000 200,000 177,918 22,082
Other Expenditures:TTU Grant 365 (365)

Capital Outlay:
Office Equipment 25,000 25,000 25,000
Field Equipment 58,525 13,525 13,525
Building Improvements 10,000 10,000 7,190 2,810
Vehicle Purchase 100,000 83,500 131,749 (48,249)
Total Expenditures $ 2,827,125 $ 2,827,125 $ 2,571,141 $ 255,984

Excess (Deficiency) of Revenues
  Over (Under) Expenditures $ 0 $ 0 $ 453,616 $ 453,616

Other Financing Sources:
Proceeds from Sale of Real and Personal Property $ 0 $ 0 $ 78,600 $ 78,600

Total Other Financing Sources $ 0 $ 0 $ 78,600 $ 78,600

Net Change in Fund Balances $ 0 $ 0 $ 532,216 $ 532,216

Fund Balances - Beginning 6,562,688 6,562,688 6,562,688

Fund Balances - Ending $ 6,562,688 $ 6,562,688 $ 7,094,904

Budgeted Amounts
(Unaudited)
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A. PENSION PLAN  
 
CHANGES OF BENEFIT TERMS 
 
There were no changes of benefit terms that affected measurement of the total pension liability during the 
measurement period. 
 
CHANGES OF ASSUMPTIONS 
 
There were no changes of assumptions or inputs that affected measurement of the total pension liability 
during the measurement period.   
 
B. BUDGETARY DATA  
 
The District follows these procedures in establishing budgetary data reflected in these financial statements:  
 

1. In the event the Board of Directors increases property taxes three percent or less, no public hearing 
is required. If the Board increases taxes more than three but less than eight percent, then a public 
hearing is required prior to final adoption. If the Board increases taxes more than eight percent, a 
public hearing is required and taxes are subject to a rollback petition and election. Beginning with 
the 1999 tax levy, any increase in property taxes will require a public hearing.  

 
2. Public hearings are conducted at the District headquarters to obtain taxpayer comments.  

 
3. Prior to October 1, the budget is legally enacted through adoption of an order by the Board of 

Directors.  
 

4. Any budget amendments altering expenditures of any department must be approved by the Board 
of Directors. There must be an emergency condition existing in order for the Board to increase the 
total budget.  

 
5. Budgets for the various funds are adopted on a basis consistent with Generally Accepted 

Accounting Principles (GAAP), with the exception of tax revenues being reported on the cash basis. 
Budget and actual amounts are recorded on the same basis.  

 
6. Expenditures in excess of appropriations are required by state statutes to be reported down to the 

department classification.  
 

7. The budgeted amounts presented in these statements are as originally adopted, or as amended 
by, the Board of Directors during the year ended September 30, 2017.  
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