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THE STATE OF TEXAS

COUNTY OF CAMERON

L of the

(MName of Duty Authorized District Representative)
hereby
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Swear, or affirm, that the district named above has reviewed and approved at a meeting of the

Board of Directors of the District on the day of . 2014, its annual

audit report for the year ended
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{Address of District)
The filing affidavit and the attached copy of the annual audit report will be submitted to the
Texas Commission on Environmental Quality to satisfy the annual filing requirements Texas
Water Code Section 49,194,

Date: ,2014 By

{Typed Name & Title of above District Representative)

Sworn to and subscribed 1o before me this day of , 2014,

(Signature of Motary)
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Laguna Madre Water District

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Laguna Madre Water District (“District™), as of and for the year ended
September 30, 2014, 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 pnnciples 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.

Auwditor's Responsibility

Our responsibility 18 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 and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

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

statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund, as of
September 30, 2014, and the respective change in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis af Matter

As described in Note 1C to the financial statements, Laguna Madre Water District implemented
the requirements of Govemmental Accounting Standards Board (“GASB") Statement No. 65,
ftems Previously Reported as Assets and Liabilities. As a result of the implementation of
Statement No. 65, the District reported a change in accounting principle (See Note 14) to report
the effect of no longer deferring and amortizing bond issue costs. Our opinions are not modified
with respect to this matter,

Ochver Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, budgetary comparison information, and schedule of
funding progress on pages 6 through 16 and 44 through 45 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 inguiries, the basic financial statements, and other knowledge we obiained
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,



(ther Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Distriet’s financial statements as a whole. The introductory section,
supplementary information, Texas Supplementary Information section, and other information
section are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The supplementary information and Texas Supplementary Information sections are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, based on our audit
and the procedures performed as described above, the information is fairly stated in all material
respects in relation to the financial statements as a whole.

The introductory section and other information sections have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not
gxpress an opinion or provide any assurance on them.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 19, 2015, on our consideration of the District’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 to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District’s internal control over financial reporting and compliance.

LONG CHILTON, LLP
Certified Public Accountarnts

Brownsville, Texas
January 19, 2015



MANAGEMENT'S DISCUSSION & ANALYSIS

This section of the Laguna Madre Water District’s (District) annual financial report presents
management’s discussion and analysis (MD&A) of the District’s financial performance for the
fiscal year ended September 30, 2014, The MD&A should be read in conjunction with the
District's financial statements which follow this section.

Financial Highlights

* [In the Government-Wide Statement of Net Position, the total assets of the District
exceeded its liabilities for the fiscal year ended September 30, 2014, by
567,597,592, Of this amount $7,322,933 {considered unrestricted) may be used to
meet the District’s ongoing obligations to citizens and creditors, The net
investment in capital assets of the District is $57,671,298.

# The restricted portion of the Government-Wide net position includes the debt
service payment amounts of $2,603,311 due fiscal year 2014-15.

* The fund balance in the General Fund increased by $113,953. The ending fund
balance for the fiscal year ended September 30, 2014, was $5487,421. The
combined General Fund and Emergency fund balances are $7,492,324,

« For the fiscal year ended September 30, 2014, the District’s fund balances reported
a combined ending fund balance of 518,493,841,

Overview of the Finaneial Statemenis

This annual report consists of the MD&A, the basic financial statements, notes to the basic
financial statements, required supplementary information, supplementary information, Texas
Supplementary Information (TSI) section and an other information section.

The basic financial statements are comprised of three components:

» The government-wide financial statemenis provide both long-term and short-term
information about the District’s overall financial status. These statements are
presented for govermmental activities, the only activity of the District. They are
designed to provide readers with a broad overview of the District's finances just
like a private sector business,

*  The statement af net position presents information on all of the District’s assets and
liabilities, with the difference between the two reported as net position. Increases or
decreases in net position may serve as a useful indicator of whether the financial
position of the District is improving or deteriorating.

* The statement of activities presents information to show how the District’s net
position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Both of the government-wide
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financial statements distinguish functions of the District that are principally
supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities),

The fund financial statements focus on individual parts of the District, reporting the District’s
operation in greater detail than the govemment-wide statements. A fund is a grouping of
related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The District, like other state and local governments, uses fund
accounting to ensure and demonsirate compliance with finance-related legal requirements. All
of the funds of the District are governmental funds.

* The governmental funds statements show how general government services were
financed in the short-term as well as what remains for future spending. The District
considers these funds as major: General Fund, Debt Service Fund, Emergency
Services Fund, and Capital Projects fund.

Additional Information Regarding the District’s Fund Financial Statements:

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

Because the focus of govemmental funds is narrower than that of the govenment-wide
financial statements, it is useful to compare the information presented for governmental fimds
with similar information presented for govermmental activities in the government-wide
financial statements. As a result, readers may better understand the long-term impact of the
District’s near-term financing decisions. Both the governmental fund balance sheet and the
govemnmental fund statement of revenues, expenditures, and changes in fund balances provide
a reconciliation to facilitate this comparison between governmental finds and governmental
aclivifies.

The District adopts an annual appropriated budget for its general fund and debt service fund.
MNotes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 19-43 of this report.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents
certain reguired supplementary information concerning the District’s general fund budgetary
schedule as well as the funding progress on the District's retirement account.

-



Supplementary Information, Texas Supplementary Information (TSI) Section and Other
Information Section

The District also provides supplementary information concerning the District’s debt service
fund budgetary schedule, Texas Supplementary Information schedules as required by the Texas
Commission on Environmental Quality, and other information deemed appropriate.

Government-wide Financial Analysis

Owver time, net position serve as a uscful indicator of the District’s financial position. At
September 30, 2014, assets exceeded liabilities by 567,597,592 of which, 85.3% of total net
position are net investment in capital assets, such as land, infrastructure, buildings, machinery
and equipment. The District uses these capital assets to provide services to citizens and
therefore these assets are not available for future spending. Although the District’s investment
in these capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Exhibit 1
Laguna Madre Water District
Governmental Activities - Net Position
September 30,

—_—ld 3
Current and Oiher Assets 5 19332317 5 26,178,574
Capital Asscts 71,583,310 67,323,987
Total Assets — 915,637 03302 561
Long-term Liabilities Ouistanding 21,541,452 22,350,804
Current amd Ciher Liabilites — LI75,183 — 2.899.867
Total Lisbilities _ 2XNE035 __ 26250761

Met Position:
Met Investment in Capital Assets 57,671,298 57,200,351
Restricied 2603311 2681 504
Unrestricted 722083 1369945
S_G6T.397.592 2 01231500

52,603,311 of the net position is subject to external restrictions on how they may be used. The
remaining balances of unrestricted net position, totaling £7,322,983, may be used to meet the
District’s ongoing obligations to its citizens and creditors.

The District has sufficient funds to meet requirements for cash outlays in the next fiscal year as
well as the financial capacity to meet its long term obligations, without any reduction in fund
balances or net position.



Exhibit 2
Laguna Madre Water District
Statement of Activities
For the Fiscal Year Ended September 30, 2014
and Five month Period Ended September 30, 2013

2014 2003
Revemses:
Program Revenues:
Charges for services £ 7396092 £ 3811646
General Revenues:
Property taxes 2,754 940 34,002
Investment earmings —tr24 — 14703
Total Revenue 10,223,056 3,860,533
Expenses:
Service operations 6,776,720 2,791,806
[nterest on long-term debt and fscal expense TT6. 218 119 576
Diepreciation expense 1935896 ___T97.653
Tuotal Expenses 9ARE B 4,319,034
Oither Income/Expenses:
Giain'Loss on sale of asscis 1] i
Insurance proceeds 0 0
Imcresss in net position 734,202 (458,501}
Met Position, Beginning 67,251,500 67,710,301
Prior Period Adjustment (3254100 -
Net Position, Ending Restated L.0L387.522  S.GLISLENO

As indicated in Exhibit 2 charges for services comprised 72.3% and property taxes comprised
27.3% of all revenues.

Service operations comprised 71.4% of all expenses; interest on long-term debt, 8.1%; and
depreciation expense, 20.4%.



Financial Analysis of the District’s Funds

The District uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds

The focus of the District's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. Unrestricted fund balance serves as a useful measure of the
District's net funds available for spending at the end of the fiscal year. The District’s
governmental funds combined ending fund balances were 518,493,841, The unassigned portion
is $3,097,572. Amounts that have been restricted either by external parties or by the District’s
Board of Directors totals $11,001,517. An amount designated as non-spendable of $891,659
in¢ludes prepaid items, inventories, and meter deposits.

The General Fund is the largest operating fund for the District. For the fiscal year ended
September 30, 2014, the General Fund had fund balance of $5,487,421 of which $2,389,849,
was considered non-spendable, restricted or committed. The unassigned fund balance of
£3,097,421 represents 56.4% of Fund balance that can be used for expenditures and transfers out.

As shown in Exhibit 3 below the District has maintained healthy fund balances in its general
fund for several consecutive fiscal years.

Exhibit 3
Fund Balances of the General Fund
Percentage of

Percentage of Fund Balance

Fund Balance In Relation to
Fiscal Expenditures Plus In Belation io Expenditures Plus
Year Revenues Transfers Out Fund Balance Revenues Transfer Out
20601 5 5661 005 5 5554826 § 1075602 54.3% 535.4%
202 5058550 6,372,630 2561522 43. 7% 40.2%
203 6,232,970 6,210,270 2584223 41.5% 41.6%
2004 6,240 554 6,266,360 2 558 407 d41.0% 40, 8%
2005 6,791,022 6072322 2913,154 42.9% 48.0%%
2000 7550428 6,065 571 3,861,663 50.1% 55.4%
2007 7,835,052 7.301,697 4 66T 549 50.6% 63.9%
20038 8,237,727 &, 632 0046 5,273,270 T6.2% 04.6%
2009 7,074,800 8474029 5,219,329 T73.0% il 8%
2000 74431217 TIHT. 754 4,511,569 B, 65%5 6l.0%
2011 8,100,424 7466, 198 5,087 406 62.5% 68, 1%
20012 E,268.461 7.151.218 6,284,270 TH.0%5 87.9%
April
2013 8,738,728 10335855 4697 639 53.8% 435.4%
004 7450276 T.M5323 548741 T3.5% T4, T4
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Exhibit 4
Laguna Madre Water District
General Fund
Statements of Revenues, Expenditures and Changes in Net Position
For the Fiscal Year ended September 30, 2014
and the Five Month Period Ended September 30, 2013

2014 2013

REVENLIES
Water Services 5 4,331,211 1 2,251,579
Wastewnler Services 2,828,501 1,459 563
Penalties & Interest 57,194 28,115
[ntergovernmental grants 1] ]
Tap Fees 111,151 23,850
[nvestment Eamings 5,000 2.14%
Miscellaneous 125229 48 510
TOTAL REVENUES — TA59376 B— ]
EXPENDITURES
Service Operation 6,171,742 2,760,141
Cagpital Ouilay S0g.905 97785
TOTAL EXPENDITURES 6 680,647 2,857.025
Excess (Deficiency) of Revenues

Over (Under) Expenditures T78.629 955863
DOTHER FINANCING SOURCES (USES)
Proceeds from sale of assels 0 0
Proceeds from insurnnee ] 0
Transfer from Other Funds 1] ]
Transfer to Other Funds {64 6761 (2R0054)
Total Other Financing Sources (£44,676) — (280034}
Mei Change in Fund Balances [13,953 675829
Fund Balance Beginning, S ATH 468 4,697 639
Fund Balance Ending 5 5487421 L3 5371468



Exhibit 5

Laguna Madre Water District

Dbt Service Fund
Statements of Revenues, Expenditures and Changes in Net Position

For the Fiscal Year Ended September 30, 2014
and Five Month Period Ended September 30, 2013

2014 2013
REVEMUES
Property taxes and penalties 5 2,730,206 5 132,139
Investment camings 1,650
TOTAL REVENUES 2. 7372649 133,780
EXFENDITURES
Debt service
Bond principal 2,330,000 2947 045
Bond interest & fiscal ogent fees 970 R42 481784
TOTAL EXPENDITURES — 3308 62 A Tie
Excess (Deficiency) of Revenues
Ohver (Under) Expenditurds (37237 (3428, 729)
OTHER FINANCING SOURCES (USES)
Transfer in 664,676 180,034
Transfer out 0 0
Premim on bonds issued i 1]
Mt Diber Financing Sources | LUses) 64 6T7h pah D E L
Met Change in Fund Balances 592,303 {1,015,9046)
Fund Balance Beginning, 1,160,565 — 5174471
Fund Balance, Ending 232808 & 2.160.565

As shown in Exhibit 5 above, the general bonded debt service fund for the fiscal year ended
September 30, 2014, had a fund balance of §3,252,868; this amount represented an increase of
592,303 and 52,603,311 is restricted for payment of debt service. The District's ad valorem tax
rate tor fiscal year 2014 was $0.0808 per $100 valuation.
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Exhibit 6

Laguna Madre Water District

Capital Projects Fund
Statements of Revenues, Expenditures and Changes in Net Position

For the Fiscal Year Ended September 30, 2014
and Five Month Period Ended September 30, 2013

— 2013

REVENUES
[nvestment earmings 5 DRDR
TOTAL REVENUES 16,374 9866
EXPENDITURES .
Capital Outlay 6068445 — 4448532
TOTAL EXPENDITURES L G6BA4S 4,44
Excess [Deficiency) of Revenues
over (Under) Expenditures (6,052,071} (4,438,656)
OTHER FINANCING SOURCES {(USES)

Bonds issued 0 0

Transfer in (out) 1] 0
Met Caher Financing Sources (Uses) 0 0
Met Change in Fund Balances (6,052,071} (4,418 £55)
Funsd Balance Beginning, May | — 1380070 18230376
Fund Balance, End of Year o LJ45640 S 13.ED0.T20

General Fund Budgetary Highlights

For the fiscal year ended September 30, 2014, the District passed its General Fund expenditure
budget of $7,570,374. Amendments to the budget consisted of only reallocations of line items
balances and did not increase or decrease the original approved budget.

Differences between the original budget and the final amended budget are shown on page 44.
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Capital Asset and Debt Administration

The Dhstriet’s net investment in capatal assets for its governmental activities as shown in Exhibit
7 as of September 30, 2014, amounts to $71,583,310.  The net increase in capital assets for the
fiscal year ended September 30, 2014 was $4,259,323,

Major Projects --- General Fund

The District continues to administer meter testing programs to ensure the consumption
for the larger size (4" and 6") commercial meter is accurate. Meters held in inventory
were used to repair and replace inaccurate meters.

Major Projects - Capital Projects Fund

Microfiltration project at Water Plant #2 at Laguna Vista is still under construction at a
cumulative cost of $6,770,223.

Cuates Pump Station in Los Fresnos is under construction at a cumulative cost of
$6,097,047.

Laguna Vista Wastewater Plant Reuse Project was under construction at year end at a
cumulative cost of §1,062,013.

on Lift station #19 is under construction at a cumulative cost of $985,983,

The depreciation expense for the year ended September 30, 2014 for the governmental activities
totaled 31,935,896,

Exhibit 7
Laguna Madre Water District
Capital Assets
(Net of depreciation)

Seplember 10,2014 September 30, 3013

Land 5 1,251,714 § 1,251,714
Conglruction in progress 16,147,002 11,503,770
Building and improvements 1, 275:588 1,325,801
Improvements other than buildings 154 659 169, 580
Machinery and equipment 610,451 588497
Infrastricture 22,143 856 52474625
Total ] TLEE3 310 &% 67323987

Additional information on the District’s capital assets can be found in Note 6 on page 34 of this
report.



Long-Term Debt

At September 30, 2014, the District's total bonded debt was 521,920,000, Of this amount,
515,465,000 is considered to be tax supported debt and $6,455,000 are considered revenue notes.

Exhibit 8 shows the District’s outstanding long-term debt as of September 30, 2014.
Additional information on the District's long-term debt can be found in Note 7 on pages 35-37 of
this report.

Exhibit 8
Laguna Madre Water District
Long Term Liabilities

September 30, 2014 September 30, 2013

General Obligation bonads 5 15,465,000 5 17,425,000
Revenus Mole 6,455,000 6,825,000
Plus: Unamortized Premium 362,274 383,740
Tatal Bonds Payable 22,282,274 24,633,740
Compensated absences 209,578 B0, 154
Total aiher long-term liabalities 299,578 R0, 54

S .. | . 7 S T Ar A KR

Bond Ratings

The District maintains the following general obligation and revenue bond credit ratings:

Moody's

Investors Standard &

Service Poor's
General Obligation Bonds Aa2 A+
Revenue Bonds Aal A

Request for Information

Thiz financial report is to provide the District directors, citizens, taxpayers, customers,
bondholders, creditors, and other governmental sectors with a general overview of the District's
financial condition and to demonstrate the District's accountability for the funds it receives.



[f you have any questions regarding this report or need additional information, please contact:

Laguna Madre Water District

Belen Pena, Intenm Finance Director
105 Port Road

Port Isabel, Texas 7TB578

Phone Number: (956)943-2626

Fax Number: (D56)043-6662
E-mail: bpena@gimwd.org
Web Page: Imwd.org
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

The financial statements of the Laguna Madre Water District (the “District™) have been
prepared in conformity with accounting principles generally accepted in the United States
of America as applied to government units. The Government Accounting Standards Board
(“GASB™) is the accepted standard-setting body for established govermmental accounting
and financial reporting principles. The most significant of the District’s accounting
policies are described below.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporiing Kntity

The Laguna Madre Water District was organized on October 10, 1973 to create a municipal
utility district, and 15 governed by a five member Board of Directors. The District is
governed pursuant to provisions of the Texas Commission on Environmental Quality.
Service areas include Port Isabel, South Padre Island and Laguna Vista, Texas, and
surrounding areas. The District was established for the purpose of providing water and
wastewater services to its residents and taxpayers.

The District follows GASB accounting pronouncements, which provide guidance for
determining which governmental activities, organizations, and functions should be included
within the financial reporting entity. GASB pronouncements set forth the financial
accountability of a governmental organization's elected governing body as the basic
criterion for including a possible component governmental organization in a primary
government's legal entity. Financial accountability includes, but is not limited to,
appointment of a voting majority of the organization’s governing body, ability to impose its
will on the organization, a potential for the organization to provide specific financial
benefits or burdens and fiscal dependency. During the year, the District has implemented
the requirements of GASB Statement No. 63.

The District is not financially accountable for any other organization, nor is the District a
component unit of any other primary governmental entity.

Basix of Presentation - Govery j inancial Statement
The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the non-fiduciary activities of the

District. As a general rule, the effect of inter-fund activity has been eliminated from the
government-wide financial statements.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Rasis of Presentation - Gavernment-wide and Fund Financial Statements — Continued

The fund financial statements provide information about the District’s funds. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts which are
segregated for the purpose of accounting for specific activities. The District uses funds to
report results of operations and financial position, and demonstrate compliance with legal,
contractual and regulatory requirements.

The District reports the following major governmental funds:

# The general fund is the District’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be
accounted for in another fund. Also, the asset replacement fund is reported within
the general fund and accounts for the replacement of the district’s assets.

= The emergency preparation and recovery fund is used for preparing for and
recovering from man-made or natural disasters or emergencies.

* The debt service fund is used to account for the accumulation of resources that are
restricted, committed, or assigned for the payment of principal and interest on long-
term obligations of governmental funds.

o The capital projects fund accounts for the acquisition or construction of the
District's major capital facilities.

During the course of operations the District has activity between funds for various
purposes. Any residual balances outstanding at year end are reported as due from/to other
funds. While these balances are reported in fund financial statements, certain eliminations
are made in the preparation of the government-wide financial statements.

Further, certain activity occurs during the year involving transfers of resources between
funds. In fund financial statements these amounts are reported at gross amounts as
transfers infout. While reported in fund financial statements, certain eliminations are made
in the preparation of the government-wide financial statements. Transfers between the
funds included in governmental activities are eliminated so that only the net amount is
included as transfers in the governmental activities column.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the type of
resources being measured such as current financial resources or economic resources. The
basis of accounting indicates the timing of transactions or events for recognition in the

financial statements.

The government-wide financial statements are reported using the ¢conomic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
camned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenucs 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.

Governmental fund financial statements are reported using the current financial resources
measurements focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the District considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, and claims and judgments, are recorded only when paymenis are
due, General capital asset acquisitions are reported as expenditures in governmental funds.
Issuance of long-term debt and acquisitions under capital leases are reported as other

financing sources.

Property taxes associated with the current fiscal period are all considered to be susceptible
to accrual and so have been recognized as revenues of the current fiscal period.
Expenditure-driven grants are recognized as revenue when the qualifying expenditures
have been incurred and all other eligibility requirements have been met, and the amount is
received during the period or within the availability period for this revenue source (within
60 days of year-end). All other revenue items are considered to be measurable and

available only when cash is received by the government.

21



LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Budgets

Budgets are adopted on a basis consistent with accounting principles generally accepted in
the United States of America. Annual appropriated budgets are adopted for the general and
debt service funds. All annual appropriations lapse at fiscal year end. Project-length
financial plans are adopted for all capital projects funds.

The appropriated budget is prepared by department. The District's department heads may
make transfers of appropnations within a depariment. Transfers of appropriations between
departments require the approval of the General Manager. The legal level of budgetary
control (i.e., the level at which expenditures may not legally exceed appropriations) is the
department level.

Encumbrances represent commitments related to unperformed contracts for goods or
services. Encumbrance accounting under which purchase orders, contracts and other
commitments for the expenditures of resources are recorded to reserve that portion of the
applicable appropriate is utilized in the governmental funds.

Cash and Cash Equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with onginal maturities of three months or less from
the date of acquisition.

t HVESIEN EJFI

Statutes authorize the District to invest in obligations of the United States or its agencies
and instrumentalities, direct obligations of the State of Texas or its agencies, obligations of
states, agencies, counties, cities and other political subdivisions of any state rated not less
than A or its equivalent.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

[mventories and Er‘aﬂfﬂ' ifeing

Inventones are valued at cost using the first-in/first out (“FIFO') method and consist of
materials, meters and expendable supplies. The cost of such inventories is recorded as
expenditures when consumed rather that when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements. The
cost of prepaid items is recorded as expenditures when consumed rather than when

purchased.
Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
sidewalks, and similar items) are reported in the applicable governmental activities
columns in the governmental-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 costs or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donations.

Asset Class Esimated Useful Lives
Buildings 40
Improvements other than buildings 20
Fumiture and fixtures 10
Equipment 10
Maotor vehicles ]
Water and wastewater plant in service 50
Infrastructure S0
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —- CONTINUED
Capital Assets - Continued

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Depreciation expense for the fiscal year was $1,935,896.
Restricted Assets
Debt Service Fund

Certain proceeds of revenue bonds, as well as certain resources set aside for the repayment
of revenue and general obligation bonds are classified as restricted assets on the balance
sheet because their use is limited by applicable bond covenants. Reserve accounts for the
bonds are used to report resources set aside to subsidize potential deficiencies from the
fund's operation that could adversely affect debt service payments on the 2005 and 2013
tax bonds and the 2007 revenue bond issuances. Interest and Sinking accounts are used to
segregate resources accumulated for debt service payments over the next twelve months for
the 2005 and 2012 tax bonds, and the 2007 revenue note.

The Debt Service Funds restricted assets consist of the following items:

Cash 5 2,783,617
Investments 453 547
5 3,237,164

The Capital Projects Funds restricted assets consist of the following items:

Cash b 7,750,554
Investments -
5 7,750,554
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Deferred ouiflows/Tnflows of Resources

Unavailable property tax revenues are classified as deferred inflows and are defined as an

acquisition of net assets by the District that is applicable to a future reporting period.

Net Assets Flow Assumption

When both restricted and unrestricted resources are available for use, it is the District’s

policy to use restricted resources first, then unrestricted resources as they are needed.

Fund Balance Flow Assumption

Sometimes the Distriet will fund outlays for a particular purpose from both restricted and
unrestricted resources (the total of committed, assigned, and unassigned fund balance). In
order to calculate the amounts to report as restricted, committed, assigned, and unassigned
fund balance in the governmental fund financial statements a flow assumption must be
made about the order in which the resources are considered to be applied. It is the
Distriet’s policy to consider restricted fund balance to have been depleted before using any
of the components of unrestricted fund balance. Further, when the components of
unrestricted fund balance can be used for the same purpose, committed fund balance is
depleted first, followed by assigned fund balance. Unassigned fund balance is applied last.

' 14!

Fund balance of governmental funds is reported in various categories based on the nature
of any limitations requiring the use of resources for specific purposes. The District itself
can establish limitations on the use of resources through either a commitment (committed

fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the
specific purpose determined by a formal action of the District’s highest level of decision-
making authority. The Board of Directors is the highest level of decision-making authority

for the District that can, by adoption of an ordinance prior to the end of the fiscal year,
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 1 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

commit fund balance. Once adopted, the limitation imposed by the ordinance remains in
place until a similar action is taken (the adoption of another ordinance) to remove or revise
the limitation. Amounts in the assigned fund balance classification are inténded to be used
by the District for specific purposes but do not meet the criteria to be classified as
committed. The Board of Directors has by resolution authorized the General Manager and
Director of Finance to assign fund balance. The Board may also assign fund balance as it
does when appropriating fund balance to cover a gap between estimated revenue and
appropriations in the subsequent year's appropriated budget. Unlike commitments,
assignments generally only exist temporarily. In other words, an additional action does not
normally have to be taken for the removal of an assignment. Conversely, as discussed
above, an additional action is essential to either remove or revise a commitment.

Properly Taxes

Taxes levied each October 1™ on the basis of assessed values and are due on receipt of the
tax bill. Taxes become delinquent February 1" of the following year at which time
penalties and interest are applicable. Discounts of 3%, 2%, and 1% are granted for
payments received in October, November and December, respectively. Liens for unpaid
taxes go into effect on July 1* of the year taxes become delinquent.

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable
available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it. In accordance with provisions of Statement of
Financial Accounting Standards WNo. 43, Accounting for Compensated Absences, no
liahility is recorded for non-vesting accumulating rights to receive sick pay benefits.
However, a liability is recognized for that portion of accumulated sick leave benefits that is
estimated will be taken as terminal leave prior to retirement. The District does not
recognize a liability for the sick leave benefits which become vested benefits upon
termination from the Water District due to retirement. Pursuant to the personnel policy, a
maximum of three hundred and sixty (360) hours of sick leave payment will be allowed, in
lieu of taking such sick leave upon retirement.

As of the fiscal year end, the District had $299,578 of accumulated vacation leave which is
recognized as a long-term lability.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

il i i iy fssance Coslis

In govemmental fund types, bond discounts, bond premiums and issuance costs are
recognized in the current period. At the government wide level, bond discounts and
premiums are netted against bonds payable and are amortized over the term of the bond.

Deferred Compensation Plan

The District offers a separate deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all District employees permits
them to defer a portion of their salary, until future years. The deferred compensation is not
available to employees until termination, retirement, death, or unforeseeable emergency,

Deferred Compensation Plan - Continued

Amendments to the laws governing Section 457 Deferred Compensation Plans
substantially became effective January 1, 1997, The District approved plan amendments
such that plan assets are held in trust, with Mationwide Retirement Solutions and NG
Aetna Life Insurance and Annuity Company as trustees, for the exclusive benefit of the
plan participants and their beneficiaries. The assets will not be diverted to any other

purpose.

The District does not have legal access to the resources of the deferred compensation plan,
as such the plan is not reported in the District’s financial statements.

Date of Management Review

In preparing the financial statements, the District has evaluated events and transactions for
potential recognition or disclosure through January 19, 2015, the date the financial
statements were available to be issued.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 2 = RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL

STATEMENTS
Fxplanation eof certain differences between the governmental fund balance sheet and the
. =] 1 '] 5

The governmental fund balance sheet includes a reconciliation between fund balance —
total governmental funds and met position — governmental activities as reported in the
government-wide statements of net position. One element of that reconciliation explains
that “capital asscts used in governmental activities are not financial resources and,
therefore, are not reported in the funds.” The details of this $71,583,310 are as follows:

Land £ 1,251,714
Construction in progres 16,147,002
Buildings and improvemsents, net 1,275,588
Imiprovements other tham buildings, net 154,650
Personal property with LIAC =55 000, net al0451
Infrastractune, et 52,143,856
Met adjustment o increase fivad bofence - wdal goversmendal fivids

fo mrive ok Al posifion - governmeniol activitfes 5 71,583,300

Another element of that reconciliation explains that “long-term liabilities, including bonds
payable, are not due and payable in the current period and therefore are not reported in the
funds.” The details of this $22,737,643 difference are as follows:

Geemerad phligation hands payahle 5 15,465,000
Rewepue bonds payabic 5,455 000
Acereed nterest payable 223,580
Accnaed vacation I90.5TH
Bond insuramcs(to be amartized over il of debi) (&8.090)
Unamortized premiems (o be amortized as interest expense) 62,274
Met adjustment 1o redwes fund balance - odal governmenial

fiumeds bo arrive sl net assetr-governmental activitles 5 22,737,643
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

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

E.rgfann.rmn of certain ::l'l‘f'ﬁrems bcnwsm :ﬁ_gawrrrmemm’ @m‘ .ﬂmﬂmerrr a.l" FEVERLES,

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances-total governmenial finds
and changes in net assets of governmental activities as reported in the govermment-wide
statement of activities. One element of that reconciliation explains that “Govemmental
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.” The details of this 56,195,219 difference are as follows:

Capatal outlay 5 6195219
Depreciation expense {1,935 866)

Met adjustment to increases el changes in fimd balances -
tolal povernmenial fowds to amrive at charges {n mel mesels
of govermmental activities § 4259310

This space intentional left blank.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

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

Another element of that reconciliation that “the issuance of long-term debt (e.g., bonds,
leases) provides current financial resources to govermnmental funds, while the repayment of
the principal of long-term debt consumes the current financial resources of governmental
funds, MNeither transaction, however, has any effect on net position. Also, govemmental
funds report the effect of premiums, discounts, and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the statements of activities. This
amount is the net effect of these differences in the treatment of long-term debt and related
items.” The details of the ($2,330,000) difference are as follows:

Principal repayments:
General obligation bonds s (2,330,000)

Met adjustment to decrease changes in fund balanees-total
governmenial funds 1o arrive al changes in net assets of

governmental aclivities b Ez,ljﬂ,ﬂmz

NOTE 3 - LEGAL COMPLIANCE

Budget

1. As required by the Texas Water Code, the General Manager submits to the Board of
Directors the proposed executive budgets for the fiscal year prior to the beginning of
such fiscal year.

2. Budget Workshops are conducted to obtain rate payers comments,
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 3 = LEGAL COMPLIANCE - (Continued)

Budger — Continued

3. The original amount appropriated budgets and any revisions of such budgets that affect
the overall fund total expenditures are made through appropriate budget resolutions by
the Board of Directors. The original annual appropriated budgets are adopted by
resolution by the Board of Directors prior to the beginning of the fiscal vear as required
by state law. The final annual amended appropriate budgets are shown in this report.
The overall fund total of actual expenditures cannot exceed the overall fund total of
appropriated expenditures for such funds.

4. The General Manager is authorized to transfer budgeted amounts between departments
within any fund; however, any revisions that after the overall total of appropriated
expenditures of any fund must be approved by the Board of Directors. During the year,
the budget was amended three times.

5. Appropriations lapse at the end of each fiscal year,
A Budget is not prepared for the Capital Projects fund since funds are budgeted over
the life of the respective project and not on an annual basis. The General Manager is
authorized to make adjustments within a budget, with the authorizations for both of the
above annually budgeted fund’s lapse at the end of the fiscal year.
NOTE 4 - DEPOSITS AND INVESTMENTS

Deposits and investments as of September 30, 2014 are classified in the accompanying
financial statements as follows:

Unrestricted - cash and investments £ 3,138,788
Restricted assets - cash and investments 14,854,137
Total 5 17,992.925
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 4 - DEPOSITS AND INVESTMENTS - CONTINUED

Deposits and investments as of September 30, 2014 consist of the following:

Deposits with financial institutions $ 17992925
Total $ 17992925

fnvesiments Authorized by District Investment Policy — The table below identifies the
investment types that are authorized for the District by its investment policy. The table
also identifies certain provision of the District's investment policy that address interest rate
risk, credit risk, and concentration of credit risk.

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity Of Portfolio In One [ssuer
LS. Treasury Obligations 2 years None None
Local Government Investment Pools 2 years None None
Money Market Funds 2 years None None
Time Certificates of Deposit 2 years None None

fnterest Rate Risk — Interest rate risk is the risk that changes in market interest rates will
adversely affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair market value to changes in market interest
rates. The investment policy of the District states that, to the extent possible, investments
shall be matched with anticipated cash flow requirements and known future liabilities.
Unless matched to a specific cash flow requirement, the District will not invest in securities
maturing more than two years from the date of purchase. In addition, the District will
imvest operating funds primarily in financial institution deposits, shorter-term securities,
money market mutual funds, or local govemment investment pools functioning as money
market mutual funds. The District will also diversify maturities and stagger maturity dates
to minimize the impact of market movements over time.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended September 30, 2014 was as follows:

Balance Retire- Balance
LUk Additicns inents Reclass A0

Governmental Activitbes:
Capiial azeely, mot deprectated:
Lasd and easements 5 Lasme § . § - % . 5 1251714
Construsction in progress 11,513,771 6,065, K8G - 17,579,660
Tatal capital assets, not deprecinied 12,765 485 f, 65 HRG - - IRE3I 374
Capital nstets, betng deprecimed:
Buildings and improvemenis 2001 3,029 - - = Loi3,0z9
Improverienls other than buildings 410,753 - - - 410,753
Personal peoperty, UAC = = £5.000 1,947,045 129,330 - 076,379
Infrastructure B8 463 561 - - ER.463 043
Todal capital assets, deprecinbed 92,834 T4 129,330 - . Q2964124
Lear accumailaned depreciaiion for;
Buildings nnd improvements (87,2341 {50,213y - . (TAT443)
Improvements other than buildings [241.173) (14,881} - . (256,054)
Perzanal property, UAC = = 5 000 (1, 358.551) {107,376) - . [1.465.927)
Infrasrsctune (35,049, 338) {1,763, 426) . - (37,752, T}
Total sceumulated depreciation (38,276, 200 {1,935 856) - - (40,212,188}
Todal capital azsets,

being depreciated, net —d 558 502 L1, 505, S66) - . S1.751.936
Covernmental activities

capital assets, pet 3 67.313.987 3 4259313 % - % - % 71,583,310
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

MNOTE 7 - LONG-TERM DEBT

Chig Within

ket Al Radacimei R4 Ohsg Yioar
Geeeral Obligatsen Tax Bonds 5 17425 00a g 1, S MM 5 15,465 000 1 &S5 D)
Reveras: BorsSs G, A 25, (00 ] 0 0Hy 6455 000 %5000
Cranpensated Absenses 80134 219434 200,578 .
28 530,154 215,424 2. 330 221851 1 040 0]
s unamaitized peemism 1IR3, 740 . 21 4 362,274 .
3 24,715,804 5 2149424 5 £, 351 A6h ] 12 581 832 5 1 040D

_————— /el e

The debt service fund makes the payments on the bonds payable. The compensated
absences are liquidated by the general fund.

Creneral Oblipation Rords

The general obligation bonds are direct obligations and pledge the full faith and credit of
the District. The bonds are collateralized by and payable from the levy of a continuing
direct annual ad valorem tax, without limit as to the rate or amount, upon all taxable
property within the District. These bonds generally are issued as 25 year serial bonds,
except for refunding issues, with equal amount of principal maturing cach year. The
District currently has three general obligation tax bond issues outstanding.

Revenue bonds are not backed by the full faith and credit of the District. Revenue bonds
are guaranteed for repayment solely from revenues generated by water and wastewater
sales. These bonds generally are issued to mature in 20 ~ 30 years also as serial bonds.
The District currently has one revenue bond issue outstanding.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS

September 30, 2014

NOTE 7 - LONG-TERM DEBT - CONTINUED

[vferest Balance an
Bond Issue Rate September 30, 2014
5650,000 Unlimited Tax Bonds, Seriex 2005, lssued December 12,
2005, Maturity date December 1, 2045, 4,25% 563,000
£21,170,000 Unlimited Tax Bonds, Series 2002. lssued May 15, 2012,
Marurity date June 1, 2032 2% - 3% 14,900,000
Total General Obligation Tax Bonds 13,465,000
59,815,000 Wateraorks and Sewer System Revenue Moles, Series 2007,
Iszued March 8, 2007, Matunty date March 1, 2027, 4% - 3% 6,455,000
Total Revene Bonds 6,455 000
Todtal General Obligation and Revenue Bonds L1 21,920,000

On December 19, 2003, the District issued 51,163,000 Unlimited Tax Bonds, Series 2003
for the purpose of acquisition and construction of the Wastewater Treatment Plant project,
Any costs of the project not financed out of the original or investment proceeds of the
bonds will be financed by the District.

On December 12, 2005, the District issued $650,000 Unlimited Tax Bonds, Series 2005 for
the rehab of Water Plants 1 & 2 to serve the area under the District’s jurisdiction. The
United States of America acting through the Rural Utilities Service (the "RUS") from the
Department of Agriculture entered into a Utility Loan (Bond Secured) in the principal
amount of $650,000 with the District to finance the project. The terms of the loan required
the District to place the bonds in escrow with a local bank in the total amount of the loan,
such bonds to be held in escrow and delivery of the bonds to be made to the RUS in such
amounts as may be purchased by the RUS from time to time. The total cost of the project
i3 $3,410,000 of which $650,000 will be financed, $1,785,000 is committed from District
funds, and $975,000 will represent a grant from the RUS.

36



LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 7 = LONG-TERM DEBT - CONTINUED

On March 8, 2007, the District issued 39,215,000 Waterworks and Sewer System Revenue
MNotes, Series 2007 for the purposes of improving and extending the System through
purchase of new meter readers, rehab and ¢xpansion of lift stations, water reuse project,
clarifier improvements, water and wastewater lines replacement, and water valves
replacements. Any costs of the project not financed out of the original or invesiment
proceeds of the bonds will be financed by the District.

On Mayl5, 2012, the District issued 321,170,000 Unlimited Tax Bonds, Series 2012 for
the purpose of water distribution improvements, wastewater collection improvements, and
wastewater effluent reuse improvements, improvements to the Cuates pump station and
pipeline and improvements to Water Plant No, 2.

Annual debt service requirements to maturity for general obligation bond issuances,
including interest are as follows:

Year General Obligation
Ended Revenue Notes Bonds
September 30 Principal Inierest Principal Interest

2015 385,000 287,281 655,000 520,476
2016 400,000 271,281 665,000 507,151
2017 415,000 253,881 680,000 493,626
2018 430,000 X39,281 635,000 479 00
2019 450,000 222,081 715,000 438,826
2020 - 2024 2,543,000 80,439 3,920,000 1,942,138
2025 - 2029 1,830,000 186,000 4 500, Dl 1,254,213
2030 - 2034 - - 1,250,000 339,151
2035 - 2039 = - 115,000 21423
Thercafter - - 170,006 26,138

Total 5 E,-ISS,{HH]_ 5 tlinﬂ.ﬂ-ﬂl 5 ISIﬂﬁiiﬂﬂﬂ 5 f, 072,844
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 8 - EMERGENCY PREPARATION AND RECOVERY FUND

In lieu of a wntten minimum fund balance policy, the District created an Emergency
Preparation and Recovery Fund to mimimize the effects of natural or man-made
emergencies that may arise and affect the District’s operations. This policy, adopted by the
Board, states that monies to be placed in this fund shall be in an amount to constitute no
less than twenty percent of the District’'s operating budget. Prior to the use of these
monies, the Board must first declare an emergency exists and approve the use of the funds.

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM
a. Plan Descripiion

The Laguna Madre Water District provides retirement, disability, and death benefits for
all of its full time employees through a nontraditional, defined benefit pension plan in
the statewide Texas County and District Retirement System (“TCDRS™). The Board of
Trustees of TCDRS is responsible for the administration of the statewide agent
multiple-employer retirement system consisting of 517 nontraditional defined benefit
pension plans. TCDRS in the aggregate issues a comprehensive annual financial report
(“CAFR") on a calendar year basis. The CAFR is available upon written request from
the TCDRS Board of Trustees at P.O, Box 2034, Austin, Texas 78768-2034,

The plan provisions are adopted by the goveming body of the employer, within the
options available in the Texas state statutes governing TCDRS (“TCDRS Act™).
Members can retire at ages 60 and above with 8 or more years of service. Members are
vested after 8 years of service but must leave their accumulated contributions in the
plan to receive any employer-financed benefit. Members who withdraw their personal
coniributions in a lump sum are not entitled to any amounts contributed by their

emplover.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - CONTINUED

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 goveming body of the employer within the actuarial
constraints imposed by the TCDRS Act 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 benefits are calculated by converting the sum of annuity
purchase rates prescribed by the TCDRS Act.

b. Funding Policy

The employer has elected the annually determined contribution rate (“ADCR™) plan
provisions of the TCDRS Act. The plan is funded by monthly contributions from both
the employee members and the employer based on the covered payroll of employee
members. Under the TCDRS Act, the contributions rate of the employer is actuarially
determined annually. The employer contributed using the actuarally determined rate
of 13.87% for the months of the plan year 2014, and 12.79% for the months of the plan
year 2013,

The contribution rate payable by the employee members for the calendar year 2013 is
the rate of 7% as adopted by the goveming body of the employer. The employee
contribution rate and the employer contribution rate may be changed by the goveming
body of the employer within the options available in the TCDRS Act.

c. Annual Pension Cost

For the fiscal year ended September 30, 2014, the District’s pension cost of $359,846
for the plan was equal to the District’s required actuarial contribution. The annual
required contnbution was determined as part of the December 31, 2013 actuarial
valuation using the entry age actuarial cost method. The actuarial assumptions at
December 31, 2013 included (a) 8.0% investment rate of retum (net of administrative
expenses), and (b) projected salary increases of 5.4%. Both (a) and (b) included an
inflation component of 3.0%. 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 ten-year period. The unfunded actuarial accrued liability is being
amortized as a level percentage of payroll on a closed basis. The remaining
amortization period at December 31, 2013 was 20 years,
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - CONTINUED

LAGUNA MADRE WATER DISTRICT

September 30, 2014

Actuarial valuation date 1213 11 12/31/2012 1273172013
Actuanal cost method Entry age Entry age Eniry age
Amortization method Level percentage Level percentage Level percentage
of payroll, closed of payroll, closed af payroll, closed
Amortization period 20 years 20 years 20 years
Asset valuation method SAF: 10-year SAF: 10-year SAF: S-year
smoothed value smoothed value smoothed value
ESF: fund value ESF: fund value ESF: fund value
Actuanal assumplions:
Investment return® 8.000% 5.00% B.00%4
Projected salary increases® 5.40% 5.40% 4.90%
Inflation 31.50% 1.50% 31.00%
Cost-of-living adjustments 0.00%% 0.00%% 0,00%;
* . Includes inflation at the siated rate.
Trend Information for the Retirement Plan
for the Employees of the Laguna Madre Water District
Annual Percenlage MNet
Accounting Pension of APC Pension
Year Ending Cost Contributed Obligation
4/30/2011 £ 293,378 100P% - -
4730/2012 291,999 100% -
413002013 09318 100% A
9F30/2014 159,846 100% -
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 9- EMPLOYEE RETIREMENT SYSTEM - CONTINUED

d. Funding Status and Funding Progress

As of December 31, 2013, the most recent actuarial valuation date, the plan was 77.17%
funded. The actuarial accrued liability for benefits was §7,723,303, and the actuarial value
of assets was $5,960,335, resulting in an unfunded actuarial accrued liability (UAAL) of
51,762,968, The covered payroll (annual payroll of active employees covered by the plan)
was $2,550,463, and the ratio of the UAAL to the covered payroll was 69.12%.

The schedule of funding progress, presented below and as Required Supplementary
Information (RSI) following the notes to the financial statements, presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing
over time relative to the actuarial accrued liability for benefits.

Actuarial Atinanal Unfunded Annual Percentage

Actuarial Value of Accrued AAL Funded Covered of Covered
Valuation Assels Liability (AAL)Y (UAAL)Y Ratio Payroll Payroll
Date (a) (b) (a-b) (a/b) (Actuarial) {(b-akc)

12731111 § 5462382 5 719934 ¥ 1,657,552 T6.72% § 2,167,776 T6.46%

1231712 5,850,107 7,692,703 1,842,596 T6.05% 2,296,151 80.24%

12/31/13 5,960,335 7,723,302 1,762,968 T1.17% 2,550,463 69.12%

NOTE 10 - RISK MANAGEMENT

The District is exposed to various risk of loss related to torts, theft of damage to, and
destruction of assets, error and omissions, inquiries to employees, and natural disasters.
Significant losses are covered by commercial insurance for all major programs. There have
been no significant reductions in insurance coverage.

During the year ended September 30, 2014, employees of the District were covered by a
health, dental, and life insurance plan (the “Plan”). The District paid premiums of $491.80
per month per employee to the Plan for health insurance and $28.34 per month per
employee to the Plan for dental and life insurance. Employees, at their options, authorized
payroll withholdings to pay premiums for dependents. All premiums were paid to a
licensed
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 10 - RISK MANAGEMENT - CONTINUED

insurer. The Plan was authorized by Article 3.51-2, Texas Insurance Code and was
documented by contractual agreement. The contact between the District and the licensed

msurer is rencwable annually, and terms of coverage and premium costs are included in the
contractual provisions. Latest financial statements for Blue Cross Blue Shield are filed
with the Texas State Board of Insurance, Austin, Texas and are public records.

NOTE 11 = INTERFUND ACTIVITY

Inter-fund Receivable and Payable — The comparison of the inter-fund balance as of
September 30, 2014, is as follows:

Transfer InfOut;
Transfer infout:

Gieneral Capital Debt Emergency

Fund Projects Service Fund Total
Transfer out:
General fund $ (664678) S - g _ - § (664,676)
Dhebi service - - G 6T - hitd 6T
Capital projecis - . 5 . b

3 Eﬁﬁdiﬁ?ﬁt 5 - £ 654,676 L] - % -

During the year, transfers are used to (1) move revenues from the fund with collection
authorization to the debt service fund as debt service principal and interest payments
become due and (2) move general fund resources to the reserve fund for emergencies.
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LAGUNA MADRE WATER DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014

NOTE 12 - AUTHORIZED, ISSUED AND OUTSTANDING DEBT

On May 14, 2011, voters in the Laguna Madre Water Dustrict approved two propositions

for issuing new bonds. At September 30, 2014, only a portion of that debt had been issued.
The projects are as follows:

[ssued Remaining
Authorized May 15, 2012 Authorization
System improvements $ 28750000 S 21170000 S 7.580.,000
Seawater desalination plant 15,655,000 - 1 5,655,000

3 44405000 5 21,170,000 § 23,235,000

NOTE 13 = MAJOR CONSTRUCTION COMMITMENTS

The District has committed certain funds for major construction projects. The projects are

as follows:

Project: Amount committed:

Lift Station 19 expansion 5 51,155

Cuates Pump Station and pipelne 296972

Microfiltration project 258,532

Water Reclamation Facility 249,506
b Eﬁﬂ

NOTE 14 = Prior Period Adjustment

The Statement of Activities and Governmental Funds reflects a prior period adjustment of $388.410
due to the implementation of GASB 65 which gives guidance relative to bond issuance costs.

Issuance costs being amortized in prior years have been expensed and reflected as a prior year
adjustment.
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LAGUNA MADRE WATER DISTRICT
Texas County and District Retirement Systems
Schedule of Funding Progress
September 30, 2014

UAALasa
Actuarial Annzal Percentage
Actuarial Accrued Unfunded Covered of
Actiuarial Value of Liabality AAL Fundied Payroil Covered
Valuation Assels (AAL) (UAAL) Ratio (actuarial) Payroll

Date () (b} (b-a) (ah) (e) ( (b-a)ic)
1273172001 §$5462,382  $7,119934 31,657,552 T6.72% § 2,167,776 T6.46%
123172012 5,850,107 7,692,703 1,842,596 T6.05% 2,296,351 80.24%
1273172013 5,860,335 7,723,303 1,762,968 T75.88% 2,550,463 69.12%
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LAGUNA MADRE WATER DISTRICT

Debt Service Fund

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2014

Revenucs:
Property taxes
Penalties and interest
Investment eamings
Total revenues

Expendifures:
Deht service:
Primcipal
Interest
Contracted service
Total expenditures

Excess {(deficiency) of revenues
over expenditures

Oither financing sources ses:
Transfers-internal activities
Met other financing sources/uses

Excess (deficiency) of revenues
and other financing sources over
{under) expenditures and other
financing uses

Fund balance:
Beginning of the yvear
End of the year

Budgeted Amounts Actual
Orriginal Final Amounts Variance
§ 2,641,760 § 2641,760 S 2668060 % 26,300
75,000 75,000 62,146 {12,854)
10,500 10,500 7,063 {3.437)
2,727,260 .08 0,260 2,737,269 10,009
2,330,000 2,330,000 2,330,000 -
B75818 375,818 877,769 {1,951}
103,900 103,900 101,873 2027
3,309,718 3309718 3,309,642 T
(582,458) (582,458) (572,373) 10,085
665,331 663,331 664 676 {655)
665,131 65,331 664,676 {655)
5 E2873 % B2ET3 92303 3% 2,430
3,160,565
b Jizﬂilx_sa
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LAGUNA MADRE WATER DISTRICT

NOTES REQUIRED BY THE WATER DISTRICT ACCOUNTING MANUAL
SEPTEMBER 30, 2014

CREATION OF DISTRICT

History

Laguna Madre Water District (the “Distnict”) is a governmental entity created by an election held
on November 14, 1950, pursuant to Article XVI, Section 59, of the Texas Constitution and
Article 7881, Revised Civil Statutes of Texas. The District Board held its first meeting n
December 11, 1950, and issued its first bonds on July 16, 1951, Originally created as a Fresh
Water Supply District, the District was converted into a Municipal Utility District by an order of
the Texas Water Rights Commission on November 20, 1973, Effective February 16, 1996, the
Texas Matural Resources Conservation Commission officially authorized the District to change
its name to the Laguna Madre Water District.  The District is under the authority of the Texas
Commission on Environmental Quality and is operated under and govemned by Chapter 54 of the
Texas Water Code.

The District’s principal function is to provide treated water and wastewater services to the City
of Port Isabel, Texas and various other communities which are adjacent to Port Isabel, Texas.

The District obtains water from the Rio Grande under rights granted by the State of Texas
permitting the use of up to 7,305,156 acre-feet annually. This water is pumped via the District’s
raw water transmission line from the Rio Grande River to Water Plant No. 2 in Laguna Vista,

Tax Revenues

There is no maximum applicable tax rate for the District and the extent of the taxable property is
£3,338,027,108.

The following notes which are required by the Water District Accounting Manual are fully
disclosed in the Basic Financial Statement.

Pledge of Revenues is disclosed in Note 7, Long Term Debt.
Compliance with Debt Service Requirements 15 disclosed in Note 1, Restricted Assets.
Redemption of Bonds is disclosed in Note 7, Long Term Debt

Pension Coverage for District Employee is disclosed in Note 9, Employee Retirement System.
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LAGUNA MADRE WATER DISTRICT
TSI - 1. SERVICES AND RATES
September 30, 2014

1. Services provided by the District during the fiscal year:

= Retail water
= Retail wastewater

2. Retail service providers

a. Retail rates for a 508" meter:

1,000

Minimum Binimum Flat Rate Gallons LUsage

Charge Usage YN over minimum Levels
WATER: § 11.50 4,000 N b 240 4,001 to 10,000
378 10,001 1o 20,000
539 20,001 plus
WASTEWATER®: 1235 3,000 M 2.50 3,001 to 7,500
* DBased on systemwide 75% of water flow 388 7,501 10 15,000
5.50 15,001 plus

SURCHARGE: $0.05

District employs winter averaging for wastewater usage? Mo

Total water and wastewater charges per 10,000 gallons usage (including surcharge): § 50.15
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LAGUNA MADRE WATER DISTRICT
TSI- 1. SERVICES AND RATES
September 30, 2014

b. Water and wastewater retail connections:

Meter Total Active ESFC Active
Size Connections  Connections Factor Factor
T 4,865 4,606 - -

1" 1,120 1,080 - =
2" 379 341 - -
g 87 81 4 c
" 87 87 - -
3" 3 3 - -
i 1 I
18" 1 I

Total water: 6,543 6,272 - -

Total wastewater: 2,493 5,344 -

3. Total water consumption (in thousands) during the fiscal year:

Gallons pumped into system:  _L482 005,000
(allons billed to customer: _L188.958.200
Water accountability ratio (Gallons billed/galions pumped): 80.23%

4. Location of the Distriet:

County in which District is located: Cameron

s the District located entirely within one county? Yes

Is the District located within a city? Nao

Cities in which District is located: Port Isabel, South Padre Island, Town of Laguna Vista
Is the District located within a city's extra territorial jurisdiction (ET))? Yes - partly
ETJ's in which District is located: Laguna Heights (unincorporated)

Are board members appointed by an office cutside the District? __No

If yes, by whom? _NfA
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LAGUNA MADRE WATER DISTRICT
TSI - 2. GENERAL FUND EXPENDITURES
For the Fiscal Year Ended Sept 30, 2014

CURRENT
Personnel (including benefits)

Professional Fees:
Auditing
Legal
Engineering
Financial Advisor/Consultants
Computer Training

Utilities
Repairs and Maintenance

Admimistranve Lxpenditures:
Office Supplies
Property Insurance
Other Administrative Expenditures

Capital Outlay:

Capital Assets

Expenditures not Capitalized
Solid Waste Disposal

Materials and Supplies

Other Expenditures

TOTAL EXPENDITURES

Number of persons employed by the Distriet: 74 Full-Time

3,810,930

17,000
23,733
199,224
50,317
32,040

769218

255,350

31,344
158,509
9,118

129,330
379,575

£14,959.15

6,680,647




LAGUNA MADRE WATER DISTRICT
TSI - 3. TEMPORARY INVESTMENTS
September 30, 2014

Identification
ar

Certificate  Inferest  Maturity Balance at
Funds Mumber Hate Date End of Year
Grenceral Fund
CD% = [BC Various YWariahle A 5 503,941
503,541
Iebt Service Fund
CDs - IBC Various YVariable MIA 453,547
433,547
Total - All Funds 5 057 488
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LAGUNA MADRE WATER DISTRICT
TSI - 4. TAXES LEVIED AND RECEIVABLE

Seprember 30, 2004
Debit Service
Taxes
Taxes Receivable:

Beginning of Year 312,748

2013 Original Tax Levy 2,672,528

Abatemente/ Adjustmenis: (33,743}

Tatal to be sccounted for 2.051,533
Tax collections:

Cument year 2,565,140

Prior year 135,658

Less: G0-day acenaal {15, TG

Total collections 2 685 0
Taxes Receivable, End of Year 3 266,441
Taxes Receivable, By Yenrs

Prior years 65,325

Current year = 3013 222 874

Taxes Receivable, End of Year £ 288,198
Froperty Yalaations: 013 2012 2011 20100
Lamal 5 13TETI04T 8 1380377930 5 1266007606 5 1,204,257.649
Improvements 2055325 938 2073422214 2322138 988 2203 604 D65
Personal Property 029,621 B0, 924,938 56,978 357 o 127,707

Total property

Wolustions 5 3522032606 5§ 355225082 5 3ATE024.961 5 3500089421
Tax Rates Per 5100 YValuation:

Debt service tax mie SO.080820 S0.0%0820 S0.0R0820 0080820
Original Tax Levy: 5 2672528 8 P T 2600209 8§ 2 545 970
Percent of Taxes Collecied
to Taxes Levied H.ﬂﬂ 9%, 08% 02 B0 O1.63%

32



LAGUNA MADRE WATER DISTRICT
TSI - 5. LONG-TERM DEBT SERVICE REQUIREMENTS BY YEARS

September 30, 2014

Unlimited Tax Bonds, Seres 2005

Due During Fiscal Principal Interest Due
Year EndinE Due March 1, March 1 & Sept 1 Total

2015 i 10,000 5 24,013 5 34,013
2016 10,000 23,588 33,588
2017 10, 000 23,163 33,163
2018 10,000 22,717 32,737
2019 10,000 22,313 32313
2020 10,000 21,887 31,887
2021 10,000 21463 31,463
2022 10,000 21,038 31,038
2023 15,000 20,612 33,612
2024 15,000 19,9735 34,975
2025 15,000 19,238 34,338
2026 15,000 18,704 33,700
2027 15,000 18,063 33,063
2028 15,000 17,425 32,425
2020 15,000 16,787 31,787
2080 15,000 16,150 31,150
2031 20,000 15,513 35,513
2032 20,000 14,663 34,663
2033 20,000 13,813 33,813
2034 20,000 12,962 32,962
2035 20,000 12112 32,112
2036 20,000 11,263 31,263
2037 25,000 10,413 35413
2038 25,000 9.350 34,350
2039 25,000 8,287 33,287
2040 235,000 1,225 22k
2041 23,000 6,163 31,163
2042 30,000 5,100 35,100
2043 30,000 3,825 33,825
2044 30,000 2,530 32,550
2045 30,000 1,275 31,275

5 565,000 5 Ak, TH6 b 1,026,706
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LAGUNA MADRE WATER DISTRICT
TSI - 5. LONG-TERM DEBT SERVICE REQUIREMENTS BY YEARS
September 30, 2014

Waterworks and Sewer System Revenue Notes, Series 2007

Due During Fiscal Principal Interest Due
Year EndinE Due March 1, March | & Sept | Total

2015 b 385,000 b 24013 5 409,013
2016 400,000 23,588 423,588
2017 415,000 23,163 438,163
2018 430, 000 22,737 452,737
2019 450,000 22,313 472,313
2020 465,000 21,887 486,387
2021 485,000 21,463 506,463
2022 510,000 21,038 531,038
2023 530,000 20,612 330,612
2024 555,000 19,975 574,975
2025 580,000 19,338 599,338
2026 610,000 L&, TO0 628,700
2027 640,000 | 8,063 658,063

5 6,455,000 5§ 276,890 b 6,731,890
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LAGUNA MADRE WATER DISTRICT
TSI - 5. LONG-TERM DEBT SERVICE REQUIREMENTS BY YEARS
September 30, 2014

Unlimited Tax Bonds, Series 20012

Due Duning Fiscal Principal Interest Due
Year Ending Due June 1, June 1 & Dec | Total
2015 5 645,000 b 496,463 3 1,141,463
2016 655,000 483,563 1,138,563
2m7 670,008 470,463 1, 140463
2018 685,000 457,063 1,142 063
2019 705,000 436,513 1,141,513
2020 725,000 415,363 1,140,363
2021 745,000 393,613 1,138,613
2022 770,000 371,263 1,141,263
2023 800,000 340,463 1,140,463
2024 820,000 316,463 1,136,463
2025 245,000 290,318 1,135,838
2026 273,000 263,375 1,138,375
2027 005,000 234,500 1,139,500
2028 935,000 203,956 1,138,956
2029 965,000 171,231 1,136,231
2030 1,005,000 136,250 1,141,250
2031 1,055,000 £6,000 1,141,000
2032 1,095,000 43,800 1,138,800

3 14,500,000 ] 5.611,180 5 20,511,180
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LAGUNA MADRE WATER DISTRICT
TSI - 5. LONG-TERM DEBT SERVICE REQUIREMENTS BY YEARS
September 30, 2004

Annual Requirements for All Series

Due Dwring Fiscal Principal Interest Due
Year EndinE Due March 1, March 1 & Sept | Tatal
2015 5 1,040,000 5 544 489 5 I, 584 489
206 1,065,000 530,739 1,595,739
207 1,095,000 516,789 1,611,789
2018 1,125,000 502,537 1,627,537
2019 1,163,000 481,139 1,646,139
2020 1,200,000 459,137 1,659,137
2021 1,240,000 436,539 1,676,539
022 1,290,000 413,339 1,703,330
023 1,345,000 381,687 1,726,687
2024 1,390,000 356413 1,746,413
2025 1,440,000 320,514 1,769,514
226 1,500,000 300,775 1,800,775
2027 |, 560,000 281,438 1,841,438
028 950,000 251,925 1,201,925
2029 80,000 220,743 1,200,743
2030 1,020,000 187,381 1,207,381
2031 1,075,000 151,763 1,226,763
2032 1,115,000 100,663 1,215,663
2033 20,000 13,813 33,813
2034 20,000 12,962 32962
2035 20,000 12,112 32z
2036 20,000 11,263 31,263
2037 25,000 10,413 35413
2038 25,000 9,350 34,350
2039 25,000 8,287 33,287
2040 25,000 7.225 32,225
2041 25,000 6,163 31,163
2042 30,000 5,100 35,100
2043 30,000 1.B25 33,825
2044 30,000 2,550 32,550
2045 3,000 1,275 31,275

5 21,920,000 5 6,551,348 3 28,471,348
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LAGUNA MADRE WATER DISTRICT
TSI = 6, CHANGES N LONG-TERM BONDED DEBT
Septenber 30, 2004

| Bond Issues |

Series Series Series Series

2005 2007 lL} o) Total
Interest rales 4.75% 4.0- 5.0% 2.0-50%
Dates Interest Fayable 31,91 31, w1 &1, 121

712005 10 OZAR00T 10 12012 to

sty 03/01/2045 03/01/2027 6172033
Bonds cutstanding at beginning of 75000 & I
cirrat your 5 . L A25000 5 16850000 3 24250000
Bonds sold during Carrent Year E - 5 -
Bonds refunded - i 5 .
Bonds retired 10,000 3700, 00K 1,950,000 5 2,330,000

Bonds outstandting at end of corrent
Year

5 63000 3 6435000 3 14500000 25 20,920,000

Interest paid during the Fiscal Year 3 24418 3 0081 5 Saxtey 8 B19,282

Paylng agent NMame & City
Series 200%: USDA, Rural Development, Edinburg, Texas

Series 2007: US Bank Mat'l Assoc., Global Trust Services, Housion, Texas
Series 2012 Bank of Mew York Mellon, Corporate Trust, New Yok, New York

Bond Aathority: Ty Bonids Hevenue Bonids
Amount Authorized £ 44405000 5 -
Amound [sseed 20,170,000 -
Remaining to be Issued -] 23.135& 5 -
Debt Service Fumd Cazh and Temporary Invesumems balances aa of 9.30-14: 53,237,164
Average annual Debt Service payment (principal & Intereit) for remaining term of all deba: §918.431
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GENERAL FUND:

REVENLES:
Water sorvice
Wisicwnalcr service
Penalty and interest
nlcrgovommental
Tap consection fees
Inteiesl on Enestments
Anneotion Fees
Mliscellancoey

TOTAL REVENUES

EXFESNDITIRES:
Profewional fecs
Comiracied service
Payroll and bemefits
Llrilithes
Materiaks and supplics
Hepairs s=d mainlenance
Other expesdilues
Capstsl Dutlay

TOTAL EXFESNTHTURES

EXCESS REVENUES OVER
(UNDER) EXPENDITURES
DEBT SERVICE FUND:

REVENUES:
Property taves
Penally and inleres
Imberesst on inyestmenis
TOTAL REVENLUES
EXFENDITURES:
Tax collection cxpenic
Appraisal charge
Dbt servigs, Inberesl mred foes
Bond wsue costs

TOTAL EXPFENIMTURES
EXCESS REVENUES OVER
(UNDER) EXFENDITURES

TOTAL ACTIVE RETAIL
WATER CONMNECTIONS

TOTAL ACTIVE RETAIL
WASTE WATER
CONNECTIONS

LAGUNA MADRE WATER DISTRICT
T51- 7. COMPARATIVE SCHEDULE OF REVENUES AND EXPENINTURES
GEMERAL FUND AND DEBT SERVICE FUND

Five Years Ended Sepéember 10

004 003 April 2013 April 2012 April 2001

5 43320 % 2251519 AT 5 4RIETE % 4515403
2,824,500 1,450,563 3218567 1181965 1,929,795
57,194 28,115 2540 TS 3,890

. - 97,500 - -

111,151 23,850  [ar e k| 414 145,857
5,000 2,143 11661 13,800 21,935

" . = 61,755

125220 48,530 23,500 R7.098 2676M
7,450,276 513, THD E.738.728 8268463 B.036,30%
X204 130,587 326,684 249,286 134,505

- . : 185,756
3E10,930 1,453,380 1,619,928 3,276 .03 480
THR.2IE 417 IET G2 .408 BOEITE F19.505
B, 303 450,425 B4R.EIS A 1,300,004
133,350 140,393 591,407 &A% 101,598
167627 67855 175,786 TR T IO

Ak 05 57,784 691918 174,354 551,582
6,680 54T 1,857,626 7078 140 5650273 & A4, 145

S TIel 5 955863 L6E0ss 5 2570191 5 1232160
5 2668060 5§ hg27e 1T83,323 § 27240431 0§ 2655003
62, 146 13,861 EER ] 74483 68,0060
7.061 1,650 07,154 16,322 26,057
2,731,268 133,760 2 889,356 T EI4, B4R 2749170
3423 1251 70,761 B A 5, Tl
101,873 551 27653 25 008 21955
3,204,346 1421588 3,538302 TIE 03 1504900
1,309 642 31429129 o, 117,263 HAT, 452 1,609,170
I T O T L p&‘ﬂﬁi 5 II'P-I?IHI» % Emﬂ
6,104 6,208 6,208 6,165 6,794

4944 5340 0204 6193 G078

58






LAGUNA MADRE WATER DISTRICT
TSl - B. BOARD MEMBERS, KEY PERSOWNEL AND CONSULTANTS
Seplember 30, 2014

Complete District Muiling Address 105 Port Road
Fort Isabel, Tx 78578
District Business Telephone: 55432620

Submission Date of the most recent District Fegisiration Form (TWC Scctions 36054 and £49.054):  May 15, 2003

Limit on Fees of Office that o Director may receive during a fiscal year
(Set by Board Hesolutbon - TWE 49.060): § - 0.

Term of Office
{Elected o Foes of Expense
Appaiated) o Office Paid  Reimbursement Tule at
Hame and Address Diaie Hired 9302004 Grans2ni4 Year End

BOARD MEMBERS
Rudy H. Garcin LI - 11414 5 - 5 . Diireclor
507 Mesquite
Laguana Vists, Tx
Jeff Keplinger 112« 11416 5 = 5 470 Drector
12 Cheedon Trail
Laguana Vista, T 78578
Scolf Friedman 112 - 1016 5 . 5 2.X84.33 Chairman
PO Bax 3897
South Padre Island, Tx 78307
Robert YWela &L= 1104 5 - ] - Hecrelary
113 Hasrizsan
Port [sabed, Tx 78578
Whitey Themas [EFEZ = 11716 5 - 5 120099 Wice-Chairman

213 Yrurra
Pon Isabel, Tx TESTE



LAGUNA MADRE WATER DISTRICT
TSI - B BOARD MEMBERS, KEY PERSONNEL AND CONSULTAMNTS - Continued

September 340, 2014
Term af Oilice
(Elected or Fees of Expense
Appointed) ar Office Pald  Retmbursement Title at

Mame and Address [xste Hired Q302014 02004 Year End
HEY ADBMINISTRATIVE PERSONNEL
Carlos J, Galvan 2001 - £ 51520  Cenerad Manager/
1636 Oklshoms Street Directar of
Port lsabel, Tx TBSTH Operatipns
Raben Gomer 2012 . 5 F67.32 Director of
39151 Centeriine Rd Finance
Bayview, Tx THS66
Charbes Oriiz 2011 - 5 138811 Diistrict
2085 Sunset Lake Enginest
Brawnzville, Tx TES20
Wictor Valdez 2013 - 5 Director of Operations
1207 Tangeda Ci
Part [sabel, Tx TESTS
CONSULTANTS
L. A, Magallanes 997 1521936 % - Alomeys
PO, Box 4901
Brownsville, Te TEE20
Estrada Hinojosa & Company, [nc. 159649 1000000 5 - Financial
I707 Main Streei Advisar
Dallas, Tx 75201
vt Broadband LLE 2012 Ip901.92 5 - IT Consultam
311-0 Viogel Deive
Mercedes, Tx TS0
Sendero Sowih 2013 5
P. 0 Box |32
Farkway I, Susie 150
Ausin, Tx TBTiS
HaliT Assos. 2008 D633 5 . Conasultant

5000 W Military Hwy Ste 100
McAllen, Tx 78503
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LAGUNA MADRE WATER DISTRICT

TOP TEN TAXPAYERS
SEPTEMBER 30, 2014

Crwmer 1D Taxpaver Name Market YWalue Taxable Value
541018 BAHIA MAR TOWER LLC 14,680,795 14,680,795
601157 SAPPHIRE 5P HOLDINGS LLC 12,429,983 12,429.983
124942  AEP TEXAS CENTRAL CO 11,322,560 11,322,560
536143 SUBSEA 7 PORT ISABEL LLC 11,233 837 11,233,837
562039 SPI BEACH WATER RESORT WATERPARK LLC 10,882,174 10,882,174
560926 AGORA USALP 10,738,595 10,738,595
171976  INTERNATIONAL BANEK OF COMMERCE 0,238,578 0,238,578
526932 SAPPHIRE VP LP ATTN STEPHEN SWAN 9.000,000 Q000,000
513223 CAB PARTNERS LP B.816,026 EEl6026
136660 PENINSULA ISLAND RESORT & SPA LLC 8,239,765 8,239.765
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LAGUNA MADRE WATER DISTRICT

TOP TEN RATE PAYERS
SEPTEMBER 30, 2014

Account Mame Address City Adnount
SSPIBR, LTD dba PEARL SO PADRE 310 PADRE BLVD  SOUTH PADRE ISLANL  156,377.25
LOMNG ISLAND VILLAGE 900 85 GARCIA ST PORT ISABEL 141,662.49
CAMERON COUNTY PARKS SYSTEN PARK ROAD 100 SOUTH PADRE ISLANT  137,234.27
TEXAS PACK INC 508 PORT RD PORT ISABEL 130,309.59
SCHILITTERBAHN SO PADRE ISLA BLANCA PARK SOUTH PADRE ISLANL 122,341,779
SCHILITTERBAHN S50 PADRE 200 PADRE BLVD  SOUTH PADRE ISLANL  117,715.76
SAIDA TOWERS II 400 PADRE BLYD  SOUTH PADRE ISLANTL  100,190.17
SAPPHIRE CONDOS 310-A PADRE BLYVD SOUTH PADRE ISLANL 9861232
LONG ISLAND VILLAGE GOLF COUR 950 5 GARCIA 8T PORT ISABEL 39,434.27
BRIDGEPOINT CONDOS 334 PADRE BLVD  SOUTH PADRE ISLANI 38,976.96
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LONG CHILTON,LLP

A PARTHERSHIF OF PelF ESSa0AL CORPORATNNS AR P OHVICRIALS

125 Cantral Bivd.

Marmbars. - Davsion of Fems: Brownsvilla, Texas TES20
dmancan instilulo ol CRAS (956) 546-1855

Fax (956) 546-0077
vwww longehilton.com

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
Laguna Madre Water District

We have audited, in accordance with the auditing standards generally accepted in the United
States of Amenca 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 and each major fund of the Laguna Madre Water
District as of and for the year ended September 30, 2014, and the related notes to the financial
statements, which collectively comprise Laguna Madre Water District's basic financial
statements, and have issued our report thereon dated January 12, 2015,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Laguna Madre Water District’s intermal
contrel over financial reporting (intemnal control) to determine the 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 Laguna
Madre Water District’s internal control. Accordingly, we do not express an opinion on the
effectivencss of the Laguna Madre Water Distnict’s internal control.

A deficiency in internal conirol 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 intemal 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.

Our consideration of interal 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.

o4
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Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Laguna Madre Water District’s
financial statements are free of matenial 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 matenal effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance 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 descnbe the scope of our testing of intermal 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 Auwditing Standards in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

A%y Uhth e

LONG CHILTON, LLP
Certified Public Accountants

Brownsville, Texas
January 19, 2015
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