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C E R T] F l E D P U B L l C ACC O U N TA N TS Member of American Institute of Certified Public Accountants
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Member of AICPA Governmental Audit Quality Center

November 13, 2024

To the Board of Directors
Sulphur River Basin Authority
Mt. Pleasant, TX

Members of the Board:

We have audited the financial statements of the governmental activities and each major fund of Sulphur River Basin
Authority for the year ended August 31, 2024. Professional standards require that we provide you with information
about our responsibilities under generally accepted auditing standards, as well as certain information related to the
planned scope and timing of our audit. We have communicated such information in our letter to you dated April 30,
2024. Professional standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by Sulphur River Basin Authority are described in Note A to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during fiscal year 2024.
We noted no transactions entered into by the Authority during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those expected. There were no
sensitive estimates affecting the financial statements.

Certain financial statement disclosures are particularly sensitive because of their significance to financial statement
users. There were no sensitive disclosures affecting the financial statements.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management. Below summarizes
uncorrected misstatements of the financial statements. Management has determined that their effects are immaterial;
both individually and in the aggregate, to the financial statements taken as a whole. In addition, none of the

misstatements detected as a result of audit procedures and corrected by management were material, either individually
or in the aggregate, to the opinion unit’s financial statements taken as a whole.
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In the current year, there were unrecorded right-to-use asset and subscription-based information technology

arrangement payable in the government-wide financial of $889, with the corresponding decrease in lease payment
expenditures and amortization expense.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter,
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s report.
We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated November 13, 2024.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the governmental unit’s financial statements or a determination of the type of auditor’s opinion that may
be expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as the governmental unit’s auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our retention.

Other Matters

We applied certain limited procedures to the required supplementary information that supplements the basic financial
statements. Our procedures consisted of inquiries of management regarding the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We did not audit the
RSI and do not express an opinion or provide any assurance on the RSI.

Restriction on Use

This information is intended solely for the use of the Board of Directors and management of the Sulphur River Basin
Authority and is not intended to be and should not be used by anyone other than these specified parties.

//Jlié/* ;’J@W@%“ﬂc

Wilf & Henderson, P. C.
Certified Public Accountants
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Member of AICPA Governmental Audit Quality Center

‘ INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Sulphur River Basin Authority
Mt. Pleasant, Texas

Opinion

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Sulphur River Basin Authority as of and for the year ended August 31, 2024, and the related notes to the financial

statements, which collectively comprise the Sulphur River Basin Authority’s basic financial statements as listed in
the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the Sulphur River Basin Authority, as of
August 31, 2024, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Sulphur River Basin Authority’s internal control. Accordingly, no such opinion is expressed.

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

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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 the financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Wy : Nerdtea PoC .
Wilf & Henderson, P.C.
Certified Public Accountants

Texarkana, Texas
November 13, 2024
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SULPHUR RIVER BASIN AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED AUGUST 31, 2024

This section of the Sulphur River Basin Authority’s annual financial report presents our discussion and analysis of
the Authority’s financial performance during the fiscal year ended August 31, 2024. Please read it in conjunction
with the financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e The Authority’s total combined net position was $410,774 at August 31, 2024. This was an increase of $9,161
or 2%. The Authority received the same funding from the partners and other contributors.

e During the year, the Authority’s revenue exceeded expenses by $9,161.
OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

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

e The governmental fund statements tell how general government services were financed in the short-term as
well as what remains for future spending.

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

Government-Wide Statements

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

The government-wide financial statements of the Authority include the governmental activities. The Authority’s basic
expenses are included here, such as salaries, legal and professional fees, and office rent. General revenue from the
partners and state grants finance most of these activities.

Fund Financial Statements
The fund financial statements provide more detailed information about the Authority’s most significant funds, rather
than the Authority as a whole. Funds are accounting devices that the Authority uses to keep track of specific sources

of funding and spending for particular purposes.

The Board of Directors establishes other funds to control and manage money for particular purposes or to show that
it is properly using certain contributions and grants.



SULPHUR RIVER BASIN AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED AUGUST 31, 2024

The Authority has the following kinds of funds:

e Governmental Funds - The Authority’s basic services are included in governmental funds, which focus on
1) how cash and other financial assets that can readily be converted to cash flow in and out and 2) the balance
remaining at year-end that is available for spending. Consequently, the governmental fund statements provide
a detailed short-term view that helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the Authority’s programs. Because this information does not
encompass the additional long-term focus of the government-wide statements, we provide additional
information on the following page, that explains the relationship (or differences) between them.

FINANCIAL ANALYSIS OF THE AUTHORITY AS A WHOLE

The Authority’s combined net position was $410,774 at August 31, 2024 and $401,613 at August 31, 2023,

NET POSITION
2024 2023 Change
Current Assets
Cash $ 299,597 § 190,512 $ 109,085
Certificates of Deposit 105,786 203,411 (97,625)
Due from the State of Texas 26,778 25,308 1,470
Due from Other Governments - 9,000 (9,000)
Prepaid Expenses 6,795 2,168 4,627
Total Current Assets 438,956 430,399 8,557
Noncurrent Assets
Fixed Assets - 1,200 (1,200)
Accumulated Depreciation - (626) 626
Total Noncurrent Assets - 574 (574)
Total Assets $ 438956 § 430973 $ 7,983
Liabilities
Accounts Payable and Accrued Wages $ 28182 $§ 29360 § (1,178)
Total Liabilities $ 28182 § 29360 $ (1,178)
Net Position
Net Investment in Capital Assets $ - $ 5714  § (574)
Unrestricted 410,774 401,039 9,735
Total Net Position $ 410,774 § 401,613 $ 9,161

The Authority’s total revenues were $377,189. The significant sources of revenue were contributions from the
partners and an operating grant.



SULPHUR RIVER BASIN AUTHORITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED AUGUST 31, 2024

STATEMENT OF ACTIVITIES
2024 2023 Change

Program Revenues

Operating Grants $ 114953 § 118474 $ (3,521)
General Revenues

Partnership Income 252,000 234,000 18,000

Investment Income 10,810 4,924 5,886

Loss on Disposal of Assets (574) - (574)

Total Revenues 377,189 357,398 19,791

Program Expenses

Advertising - 7,258 (7,258)

Basin Study - 13,035 (13,035)

Contracted Services 84,825 88,053 (3,228)

Consultants - 35,500 (35,500)

Depreciation - 240 (240)

Insurance and Bonds 666 4,277 (3,611

Legal and Professional Fees 40,711 18,790 21,921

Office Expense 41,261 31477 9,784

Office Rent 11,190 14,100 (2,910)

Salaries, Benefits, and Payroll Taxes 169,114 73,958 95,156

Travel 16,122 15,021 1,101

Utilities 4,139 4,021 118

Total Expenses 368,028 305,730 62,298

Increase (Decrease) in Net Position 9,161 51,668 (42,507)
Net Position, Beginning 401,613 349,945 51,668
Net Position, Ending $ 410774 $§ 401,613 § 9161

FINANCIAL ANALYSIS OF THE AUTHORITY’S FUNDS

The General fund balance increased by $9,735. The Clean Rivers fund balance remained unchanged as all
expenditures were reimbursed by the Texas Commission on Environmental Quality.

General Fund Budgetary Highlights

The Authority did not amend the budget during the year. Actual expenditures were $13,196 less than the budgeted
amounts. The difference is mainly due to incurring less expense on salaries and office expense.



SULPHUR RIVER BASIN AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED AUGUST 31, 2024

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Several indicators were taken into account when adopting the budgets for 2024-2025. Anticipated revenue for the
Clean Rivers Fund is $114,953 while budgeted expenditures are also $114,953. Anticipated revenue for the General
Fund is $322,000, while budgeted expenditures are $297,394. There is no contingency amount in the budgets.

The Authority’s current funding agreement effective September 1, 2019, requires the Funding Parties (the partners)
to collectively make a contribution in the amount of $200,000 to the Authority for the initial term of the agreement
and for each successive one-year term (See 3.1). There is no provision requiring the Authority to refund any unused
funds to a Funding Party at the end of any one-year term of the agreement, or at any other time during the term of the
agreement or upon expiration of the agreement, even if a Funding Party withdraws from the agreement. In fact,
Section 5.2 states that “the Withdrawing Party forfeits all of its contributions to the Authority, which shall not be
refunded by the Authority.” This provision makes clear that once a contribution is made by a Funding Party to the
Authority, no part of it is refundable. The sole provision in the funding agreement that allows for a refund to a Funding

Party is in the unique circumstance of a late-executing Funding Party who joins the agreement after its automatic
one-year extension.

In that case, the contributions of existing Funding Parties may be adjusted to allow for the late-executing party’s
contribution, resulting in a refund to existing parties. Therefore, it is the legal opinion of the Authority’s attorney that
the Sulphur River Basin Authority is not required to refund the overages from the previous agreement.

In accordance with Sunset Requirements and Sulphur River Basin Authority’s strategic plan, the Authority is
instructed to seek both local and diverse funding sources to provide for operational funding. Management found
additional funding from local cities and counties in the current and prior years that will continue for several following
years.

The Authority has agreements with 4 municipalities to receive funding to help the Authority perform the functions
for which it was created and to continue to benefit the citizens of those cities and counties through its water quality
protection and water planning activities.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of the Authority’s finances and to demonstrate the Authority’s accountability for the money it receives. If
you have questions about this report or need additional financial information, contact the Sulphur River Basin
Authority’s Administrative Office at (903) 223-7887.
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SULPHUR RIVER BASIN AUTHORITY
STATEMENT OF NET POSITION

AUGUST 31, 2024
Governmental
Activities
Current Assets
Cash and Cash Equivalents $ 299,597
Certificates of Deposit 105,786
Due from the State of Texas 26,778
Prepaid Expenses 6,795
Total Current Assets 438,956
Total Assets $ 438,956
Current Liabilities
Accounts Payable $ 25,483 -
Accrued Wages 2,699
Total Current Liabilities 28,182
Total Liabilities $ 28,182
Net Position
Unrestricted $ 410,774
Total Net Position $ 410,774

The accompanying notes are an integral part of these financial statements.
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SULPHUR RIVER BASIN AUTHORITY
BALANCE SHEET - GOVERNMENTAL FUNDS

AUGUST 31, 2024
Total
General Clean Rivers Governmental
Fund ‘ Fund Funds
Current Assets
Cash and Cash Equivalents $ 299,597 $ - $ 299,597
Certificates of Deposit k 105,786 - 105,786
Due from the State of Texas - 26,778 26,778
Prepaid Expenses 6,795 - 6,795
Interfund Receivable 2,438 - 2,438
Total Current Assets 414,616 26,778 441,394
Total Assets $ 414,616 $ 26,778 $ 441,394
Current Liabilities
Accounts Payable $ 1,143 $ 24,340 $ 25,483
Accrued Wages 2,699 - 2,699
Interfund Payable - ' 2,438 _ 2,438
Total Current Liabilities 3,842 26,778 30,620
Total Liabilities $ 3,842 $ 26,778 $ 30,620
Fund Balance
Unassigned $ 410,774 $ - $ 410,774
Total Fund Balance $ 410,774 $ - $ 410,774

The accompanying notes are an integral part of these financial statements.
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SULPHUR RIVER BASIN AUTHORITY

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
FOR THE YEAR ENDED AUGUST 31, 2024

Total Government Fund Balance

Government-Wide Net Position

The accompanying notes are an integral part of these financial statements.
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SULPHUR RIVER BASIN AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2024

Total
General Clean Rivers Governmental
Fund Program Funds
Revenue

Partnership Income $ 252,000 $ - $ 252,000
TCEQ Income - 114,953 114,953
Investment Income 10,810 - 10,810
Total Revenues 262,810 114,953 377,763

Expenditures
Contracted Services - 84,825 84,825
Insurance and Bonds 666 - 666
Legal and Professional Fees 40,711 - 40,711
Office Expense 20,521 20,740 41,261
Office Rent 11,190 - 11,190
Salaries, Benefits, and Payroll Taxes 159,726 9,388 169,114
Travel 16,122 - 16,122
Utilities 4,139 - 4,139
Total Expenditures 253,075 114,953 368,028
Net Change in Fund Balance 9,735 - 9,735
Fund Balance, Beginning 401,039 - 401,039
Fund Balance, Ending $ 410,774  $ - $ 410,774

The accompanying notes are an integral part of these financial statements.
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SULPHUR RIVER BASIN AUTHORITY

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALNCE TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2024

Net Change in Governmental Fund Balance $ 9,735
The statement of activities reports a gain or loss on the sale or disposal of capital assets
based on the proceeds received and the net book value of the assets at the time of sale
or disposal. This amount is the net effect of the difference between the cost of assets

disposed and the accumulated depreciation of assets disposed. 574

Change in Government-Wide Net Position $ 9,161

The accompanying notes are an integral part of these financial statements.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Sulphur River Basin Authority (the Authority) have been prepared in conformity with
accounting principles applicable to governmental units which are generally accepted in the United States of America.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles.

The Reporting Entity

The Sulphur River Basin Authority was established by the 69" Texas Legislature pursuant to Senate Bill No. 5 in
June 1985. The Authority operates under the general laws of the State of Texas that are applicable to the Authority.

The governing body of the Sulphur River Basin Authority is composed of seven members. The Governor, with the
advice and consent of the Senate, appoints the members of the Board. Two members of the Board are appointed from
each of the three regions of the Authority with one additional at large member. Each member of the board must be a
qualified elector and a resident of a county in the region for he or she is appointed. Each member serves a term of six
years or until a successor is appointed.

The Authority’s function is to provide conservation and development of the state’s natural resources within the
Sulphur River basin. The Authority’s basic financial statements include the accounts of all its operations. The

Authority has no component units. Additionally, the Authority is not a component unit of any other reporting entity
as defined by the GASB literature.

Basis of Presentation

Government-Wide Financial Statements — The statement of net assets and the statement of activities include the
financial activities of the overall government. Eliminations have been made to minimize the double counting of
internal activities. Governmental activities generally are financed through intergovernmental revenues and other non-
exchange transactions. The statement of activities presents a comparison between direct expenses and program
revenues for each function of the Authority’s governmental activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function. Program
revenues include grants and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, including contributions from Water
Districts, miscellaneous income, and investment income, are presented as general revenues.

Fund Financial Statements — The fund financial statements provide information about the Authority’s funds, with
separate statements for each fund category. The emphasis of fund financial statements is on major governmental
funds, each displayed in a separate column. The Authority reports the following major governmental funds:

General Fund — This is the Authority’s primary operating fund. It accounts for all financial resources of the
Authority except those required to be accounted for in another fund.

Clean Rivers Fund — The Texas Clean Rivers Program (CRP) is a surface water quality monitoring,
assessment, and public outreach program. The program provides the opportunity to identify and evaluate
water quality issues within each Texas river basin at the local and regional level. The Authority contracts
with the TCEQ for reimbursement of the actual costs of administering and implementing the Clean Rivers
Program within the Sulphur River basin.

14



SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus and Basis of Accounting

Government-wide Financial Statements — These financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when eamed and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place. Non-exchange
transactions, in which the Authority gives (or receives) value without directly receiving (or giving) equal value in
exchange, include grants, entitlements, and donations. Revenue from grants, entitlements, and donations are
recognized in the fiscal year in which eligibility requirements have been satisfied.

Governmental Fund Financial Statements — Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. Revenues received from the State are recognized under the susceptible-to-accrual concept.
Miscellaneous revenues are recorded as revenue when received in cash because they are generally not measurable
until actually received. Investment earnings are recorded as earned, since they are both measurable and available.
Expenditures are recorded when the related fund liability is incurred. Capital asset acquisitions are reported as
expenditures in governmental funds.

When the Authority incurs an expenditure or expense for which both restricted and unrestricted resources may be
used, it is the Authority’s policy to use restricted resources first, then unrestricted resources.

Property Taxes

Under the enabling act, the Authority has no taxing authority.

Receivable and Payable Balances

The Authority believes that sufficient detail of receivable and payable balances is provided in the financial statements

to avoid the obscuring of significant components by aggregation. Therefore, no disclosure is provided which
disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year after the year end.

Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are
reported as interfund receivables and payables as appropriate and are eliminated in the government-wide financial
statements. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund, and reduces
its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers in and out are
netted and presented as a single “Transfers” line on the government-wide statement of activities.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the use of management’s estimates. Actual
results may differ from the estimates.

15



SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash & Cash Equivalents

The Authority considers highly liquid investments to be cash equivalents if they have a maturity of three months or
less when purchased.

Investments

Investments in the market are recorded at fair value. Fair value is the amount at which a financial instrument could
be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. Certificate of
deposit are recorded at amortized cost.

Budgetary Data

The following procedures are to be followed in establishing the budgetary data reflected in the basic financial-
statements:

‘e Prior to the beginning of the fiscal year, the Authority prepares a budget for the next succeeding fiscal year.’
The operating budget includes proposed expenditures and the means of financing them.

e A meeting of the Board of Directors is then called for the purpose of adopting the proposed budget.

e Prior to the start of the fiscal year, the budget is legally enacted through passage of a resolution by the Board
of Directors.

Formal budgetary integration is employed as a management control device during the year for the general fund. This
budget is adopted on a basis consistent with generally accepted accounting principles. Once approved, the Authority.
may amend the legally adopted budget when unexpected modifications are required in estimated revenues and
appropriations.

The budgets for the general fund and special revenue fund operations are prepared on the cash basis. Revenues are
budgeted in the year receipt is expected; and expenditures are budgeted in the year the applicable purchase orders are
expected to be issued. The budget and actual financial statements are reported on this basis.

Once a budget is approved, it can be amended only by approval of a majority of the members of the Board of
Directors. As required by law, such amendments are made before the fact, are reflected in the official minutes of the
Board of Directors and are not made after fiscal year end. During the year, the budget was not amended. All budget
appropriations lapse at year-end.

Leases
GASB Statement 87, Leases, issued June 2017 was adopted for the year ending August 31, 2022. The scope of this

statement addresses accounting and financial reporting for leases by governments. The Authority does not participate
in any leases other than short-term; accordingly, no assets, liabilities, or disclosures necessary.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Subscription-Based Information Technology Arrangements

GASB Statement 96, Subscription-Based Information Technology Arrangements, issued May 2020 was adopted for
the year ending August 31, 2023. The scope of this statement addresses accounting and financial reporting for SBITAs
by governments. The Authority did not participate in any arrangements other than short-term; accordingly, no assets,
liabilities, or disclosures necessary.

NOTE B - DEPOSITS AND INVESTMENTS
Custodial Credit Risk for Deposits

State law requires governmental entities to contract with financial institutions in which funds will be deposited to
secure those deposits with insurance or pledged securities with a fair value equaling or exceeding the amount on
deposit at the end of each business day. The pledged securities must be in the name of the governmental entity and
held by the entity or its agents. Since the Authority complies with this law, it has no custodial credit risk for deposits.

The captions and amounts of cash and cash equivalents, as well as certificate of deposit, as of August 31, 2024,
consist of the following:

Total
General Governmental

Fund Funds
Cash in Bank $ 39,761 $ 39,761
Investment Pools 259,836 259,836

Cash and Cash Equivalents $ 299,597 $ 299,597

Certificates of Deposit $ 105,786  § 105,786

The Authority’s cash deposits at August 31, 2024, and during the year ended August 31, 2024 were entirely covered
by FDIC insurance or by pledged collateral held by the Authority’s agent bank in the Authority’s name.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas of
investment practices, management reports and establishment of appropriate policies. Among other things, it requires
the District to adopt, implement, and publicize an investment policy. That policy must address the following areas:
(1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels,
(5) expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average
doilar-weighted maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the District to invest in
(1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2) certificates of deposit, (3)
certain municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptances,
(7) Mutual Funds, (8) Investment pools, (9) guaranteed investment contracts, (10) and common trust funds. The
Public Funds Investment Act (PFIA) governs the District’s investment policies and types of investments. The
District’s management believes that it complies with the requirements of the PFIA and the Authority’s investments
policies.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE B - DEPOSITS AND INVESTMENTS (CONTINUED)

Amortized
Investment Type Cost
TexPool $ 259,836
Total Investment Pools $ 259,836
Certicifaces of Deposit $ 105,786

Concentration of Credit Risk
Generally, the Authority may invest idle funds in direct obligations guaranteed by the federal government and
certificates of deposit which are fully secured by deposit insurance and a pledge of securities or in other securities

authorized by the Public Funds Investment Act, Chapter 2256 of the Texas Government Code.

The Authority’s investment practices, management reports, and establishment of appropriate policies adhered to the
requirements of the Public Funds Investment Act.

NOTE C — CAPITAL ASSET ACTIVITY

Capital asset activity for the Authority for the year ended August 31, 2024, is as follows:

Beginning Additions Deletions Ending
Equipment $ 1200 _$ - $§ (12000 _§ -
Total Historical Cost 1,200 - (1,200) -
Less: Accumulated Depreciation
Equipment (626) - 626 -
Total Accumulated Depreciation (626) - 626 -
Equipment 574 - (574) -
Total Capital Assets, Net $ 574§ - $ (574 $ -

NOTE D — INTERFUND BALANCE AND ACTIVITY

At August 31, 2024, the Clean Rivers Fund owed the General Fund $2,438 for advances received, which has been

submitted to the Texas Commission on Environmental Quality for reimbursement of expenses incurred by the Clean
Rivers Fund.

NOTE E - RISK MANAGEMENT
The Authority is exposed to various risks of loss related to torts, theft, damage, or destruction of assets, errors and
omissions, injuries to employees, and natural disasters. During fiscal year 2023-24, the Authority purchased

commercial insurance to cover general liabilities. There were no significant reductions in coverage in the past fiscal
year and there were no settlements exceeding insurance coverage for any of the past three fiscal years.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE F - PENSION PLAN

The Authority’s pension plan is a Simple IRA Plan established under sections 408(a) and 409(p) of the Internal
Revenue Code for the exclusive benefit of the Depositor or his or her beneficiaries.

Plan members are required to contribute 3% of their annual covered salary. The Authority is required to contribute
3% of annual covered payroll. The Authority’s contribution to the plan for the year ending August 31, 2024, was
$3,624 which was equal to the required contributions for the year.

NOTE G - COMMITMENT, CONTINGENCIES, AND ECONOMIC DEPENDENCE

The Authority participates in a partnership program, accounted for in the General Fund, which is governed by a
partnership agreement between the Authority and the Upper Trinity Regional Water District, the North Texas
Municipal Water District, and the City of Irving, Texas. As of September 1, 2019, a new contract was entered into
by the partners and Sulphur River Basin Authority. The new contract calls for the partners to contribute $200,000 to
the Authority for the administration, management, and operations of the Authority. The partners who sign the new
agreement will split the contribution amount equally. The Authority may incur additional expenses for Water
Resources Planning which could be funded by one or more of the partners through additional agreements. The
partnership income accounted for 76% of the general fund’s income. The Authority is economically dependent on
the partnership agreement.

The Authority has agreements with 4 other governments (Talco, Texas; Sulphur Springs, Texas; Franklin County,

- Texas; and Cypress Springs, Texas) to receive funding to help the Authority perform the functions for which it was
created and to continue to benefit the citizens of those cities and counties through its water quality protection and
water planning activities. Talco, Texas has resolved to contribute $1,000 to the Authority each year, for five years
beginning September 1, 2020. Sulpbur Springs, Texas has resolved to contribute $25,000 to the Authority each year,
for five years beginning September 1, 2020. Franklin County, Texas has resolved to contribute $8,000 to the Authority
each year, for five years beginning September 1, 2020. Cypress Springs, Texas has resolved to contribute $8,000 to
the Authority every other year, at which time they will reevaluate the next donation.

In February 2005, the Authority entered into an agreement with the Department of the Army for the feasibility study
of the Sulphur River watershed project. The Department of the Army and the Authority agreed to split the costs of
the feasibility study fifty-fifty. In April 2012, the Department of the Army and the Authority amended the agreement
so that the Authority could accelerate its provision of funds so the feasibility study could begin. As part of this
contract, the Authority issued the Department of the Army $300,000 as of August 31, 2015. After 2014, certain
studies conducted by the Authority will serve as an in-kind contribution to the Authority’s 50% portion.

The Authority continues its participation in the feasibility study with the U.S. Army Corps of Engineers. As the local
partner, and on behalf of the funding sponsors of the project, they sent a letter to the assistant secretary of the army
in the civil division requesting an official opinion about whether to carry out the feasibility study due to recent
decisions in the state not to reallocate from flood-storage to water supply (i.e. Aquilla Reservoir). The official opinion
from the Assistant Secretary of the Army (Civil) encouraged the Authority to complete the study and carry out the
remaining steps of the Tentatively Selected Plan. The Authority anticipates moving forward with the study in 2025.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE H - DUE FROM THE STATE OF TEXAS

The Authority participates in grant programs accounted for in the Special Revenue Fund which are governed by
various rules and regulations of the grantor agencies. Costs charged to the respective grant programs are subject to
audit and adjustment by the grantor agencies; therefore, to the extent that the Authority has not complied with the
rules and regulations governing the grants, refunds of any money received may be required and the collectability of
any related receivable may be impaired. In the opinion of the Authority, there are no significant contingent liabilities
relating to compliance with the rules and regulations governing the respective grants; therefore, no provision has been
recorded in the accompanying basic financial statements for such contingencies.

The Authority participates in a state program from which it receives grants to partially or fully finance certain
activities. Amounts due from the state of Texas as of August 31, 2024 are reported on the government-wide and fund
financial statements. The amount due at August 31, 2024 was $26,778.

NOTE I - BOARD MEMBERS

Members of the Board are as follows:

Region - Counties Board Member Term Expires

Region I - Bowie and Red River ~ Kelly Mitchell 2/1/2029
Gary Cheatwood 2/1/2023

Region II - Cass, Franklin, Hunt, Morris, and Titus Kirby Hollingsworth 2/1/2027
Vacant

Region III - Delta, Hopkins, and Lamar _ Reeves Hayter 2/1/2025
Wallace Kraft, I1 2/1/2025

At Large Emily Glass 2/1/2027

. Per the Governor of Texas, the board members with expired terms continue as an active board member until someone
is appointed to that position. The members whose terms have expired are waiting on re-appointment.

NOTE J - LEGISLATION

Texas House Bill 2180 was enacted by the 85 Texas Legislature. This bill related specifically to Sulphur River Basin
Authority. The Authority is subject to review under Chapter 325, Government Code (Texas Sunset Act), but may not
be abolished under that chapter. The review shall be conducted under Section 325.025, Government Code, as if the
authority were a state agency scheduled to be abolished September 1, 2029, and every 12 year after that year. The’
bill was effective September 1, 2017.

NOTE K - COMMITMENTS

There were no commitments other than those described in Note G as of August 31, 2024.
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SULPHUR RIVER BASIN AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2024

NOTE L - SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date of this report which is the date the financial
statements were available to be issued which was November 13, 2024.

21



REQUIRED SUPPLEMENTARY INFORMATION



SULPHUR RIVER BASIN AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, & CHANGES IN FUND BALANCE
BUDGET & ACTUAL - GENERAL FUND
FOR THE YEAR ENDED AUGUST 31, 2024

Budgeted Amounts Variance with
Original Final Actual Final Budget
Revenue
Partnership Income $ 252,000 $ 252,000 $ 252,000 $ -
Investment Income 8,975 8,975 10,810 1,835
Total Revenue 260,975 260,975 262,810 1,835
Expenditures
Insurance and Bonds 3,382 3,382 666 2,716
Legal and Professional Fees 41,450 41,450 40,711 739
Office Expense 25,785 25,785 20,521 5,264
Office Rent 11,570 11,570 11,190 380
Salaries, Benefits, and Payroll Taxes 166,716 166,716 159,726 6,990
Travel 13,600 13,600 16,122 (2,522)
Utilities 3,768 3,768 4,139 (371)
Total Expenditures 266,271 266,271 253,075 13,196
Excess (deficiency) of revenue
over expenditures (5,296) (5,296) 9,735 15,031
Net Change in Fund Balance (5,296) (5,296) 9,735 15,031
Fund Balance, Beginning 401,039 401,039 401,039 -
Fund Balance, Ending $ 395,743 $ 395,743 $ 410,774 $ 15,031
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SULPHUR RIVER BASIN AUTHORITY

STATEMENT OF REVENUES, EXPENDITURES, & CHANGES IN FUND BALANCE
BUDGET & ACTUAL - CLEAN RIVERS PROGRAM

FOR THE YEAR ENDED AUGUST 31, 2024

Revenue
TCEQ Income
Total Revenue

Expenditures
Contracted Services
Salaries, Benefits, and Payroll Taxes
Office Expense
Total Expenditures

Excess (deficiency) of revenue
over expenditures

Net Change in Fund Balance
Fund Balance, Beginning
Fund Balance, Ending

Budgeted Amounts Variance with
Original Final Actual Final Budget
118,300 § 118,300 114,953 $ (3,347)
118,300 118,300 114,953 (3,347)
85,000 85,000 84,825 175
11,800 11,800 9,388 2,412
21,500 21,500 20,740 760
118,300 118,300 114,953 3,347
- $ - - $ -
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