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Independent Auditors’ Report
Board of Directors
Boling Municipal Water District
Brookshire, Texas
We have audited the accompanying financial statements of the governmental activities and
each major fund of Boling Municipal Water District (the “District”) as of and for the year ended
June 30, 2020, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of Boling
Municipal Water District as of June 30, 2020, and the respective changes in financial position for
the year then ended in accordance with accounting principles generally accepted in the United
States of America.
Other Matters

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3
through 8 and 34, respectively, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

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

Sugar Land, Texas
August 25, 2020
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Management’s Discussion and Analysis
As management of Boling Municipal Water District (the District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of
the District for the year ended June 30, 2020.
FINANCIAL HIGHLIGHTS







The assets of the District exceeded its liabilities at the close of the most recent fiscal
year by $994,711 (Net Position).
As of June 30, 2020, the District’s governmental funds reported an ending fund
balance of $124,659.
The District’s cash balance at June 30, 2020 was $107,366, representing a decrease
of $10,100 from June 30, 2019. Restricted cash decreased from $214,230 to zero
due to the utilization of monies held in escrow for meters replacement.
The District had revenues of $398,215 and a change in net position of $36,698 for
the year ended June 30, 2020.
At the end of the fiscal year, unrestricted and unassigned fund balance for the
General Fund was $124,659 or 25.2 percent of total General Fund expenditures.
The District’s total debt decreased by $64,915 during the current fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS
The discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements include three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements.
GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances, in a manner similar to a private-sector business.
The statement of net position presents information on all of the District’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.
The statement of activities presents information showing how the District’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that did not
affect cash flows in this fiscal period (e.g., depreciation).
The government-wide financial statements present functions of the District that are provided
from funding sources (governmental activities). The government-wide financial statements can
be found on pages 10-11 of this report.
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FUND FINANCIAL STATEMENTS
A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The funds of the District consist solely of governmental funds (the General
Fund).
Governmental Funds - Governmental funds are used to account for essentially the same
function reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financing requirements.
Because the focus of the governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented in the governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financial decisions. Both the governmental funds balance sheet and
the governmental funds statement of revenues, expenditures, and changes in fund balances
provide an adjustments column to facilitate this comparison between the governmental funds
and governmental activities. The basic governmental fund financial statements can be found on
pages 10-11 of this report.
NOTES TO THE FINANCIAL STATEMENTS
The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 13 through 22 of this report.
OTHER INFORMATION
In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information. Required supplementary information can be found
on page 24 of this report.
GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the District, assets exceeded liabilities by $994,711 as of June
30, 2020.
The largest portion of the District’s net position reflects its net investment in capital assets (e.g.
land, buildings and improvements, and infrastructure). The District uses these capital assets to
provide services to the customers we serve; consequently, these assets are not available for
future spending.
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Additionally, a portion of the District’s net position represents unrestricted financial resources
available for future operations ($132,575).
SUMMARY OF STATEMENT OF NET POSITION

Current and other assets
Capital assets, net
Total Assets

$

Long-term liabilities
Other liabilities
Total Liabilities
Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

$

5

Governmental
Activities
2020
2019
142,217
$
364,972
1,219,122
1,149,988
1,361,339
1,514,960
356,986
9,642
366,628

421,901
135,046
556,947

862,136

728,087
89,230
140,696
958,013

132,575
994,711

$

Net position of the District, all of which relate to governmental activities, increased by $36,698.
Key elements of the decrease are as follows:
CHANGES IN NET POSITION
Governmental
Activities
2020
2019
Revenues
Water and sewer charges
Property taxes
Penalties and interest
Investment income and other
Total Revenues

$

Expenses
Personnel services
Professional fees and contracted services
Repairs and maintenace
Utilities
Other operating expenses
interest and fiscal charges
Depreciation
Total Expenses

291,959
89,309
7,877
9,070
398,215

$

22,563
141,694
96,056
16,064
46,798
9,236
45,935
378,346

170,593
55,499
17,342
45,026
25,221
47,836
361,517

Change in Net Position

36,698

Net position, beginning

(4,496)

958,013

Net Position, Ending

$
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994,711

255,261
83,358
11,400
23,831
373,850

962,509
$

958,013

Governmental Funds - The focus of the District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the District’s financing requirements. In particular, fund
balances may serve as a useful measure of a government’s net resources available for spending
for program purposes at the end of the fiscal year.
As of June 30, 2020, the District’s governmental funds, which consist of a general fund reported
an ending fund balance of $124,659 which is a decrease of $99,972 from last year’s total of
$224,631. As a measure of the general fund’s liquidity, it may be useful to compare unassigned
fund balance to total fund expenditures. Unassigned fund balance represents 25.2 percent of
total general fund expenditures.
CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets - The District’s investment in capital assets as of June 30, 2020 amounts to
$1,219,122 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements and infrastructure.
CAPITAL ASSETS SCHEDULE
(net of depreciation)
Governmental
Activities
2020
2019
Capital assets not being depreciated:
Land
$
105,162
$
105,162
Construction in progress
125,000
105,162
230,162
Capital assets being depreciated:
Buildings and improvements
Utility system

222,836
2,552,088
2,774,924
(1,660,964)
1,113,960

Less: accumulated depreciation

Total Capital Assets, Net

$

1,219,122

219,760
2,313,194
2,532,954
(1,613,128)
919,826
$

1,149,988

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

7

Long-term Debt – As of June 30, 2020, the District has total debt outstanding of $356,986.
Interest and fiscal charges totaled $25,221 for the 2020 fiscal year on this debt. The
outstanding debt, which consists of a note payable and a capital lease have maturities ranging
from 2023 to 2028.
LONG-TERM DEBT SCHEDULE

Capital lease
Note from direct borrowings
Total Long-term Debt

Governmental
Activities
2020
2019
190,893
$
214,230
166,093
207,671
356,986
$
421,901

$
$

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


Unrestricted and unassigned fund balance in the General Fund decreased by $99,972 to
$124,659. An increase of $38,610 was projected.

In March 2020, the Governor of the State of Texas declared a State of Disaster in Texas due to
the outbreak of a novel coronavirus (COVID-19). The District is continuing to provide services to
customers and residents of the District while addressing the impact of the outbreak. The District
is continuously evaluating their budget and operations.
REQUESTS FOR INFORMATION
The financial report is designed to provide a general overview of Boling Municipal Water
District’s finances for all those with an interest in the District’s finances. Questions concerning
any of the information provided in this report or requests for additional financial information
should be addressed to Boling Municipal Water District, 7218 FM 442 Road, P.O. Box 307,
Boling, Texas 77420-0307.

8

FINANCIAL STATEMENTS

9

Boling Municipal Water District
Exhibit B(1)

STATEMENT OF NET POSITION AND GOVERNMENTAL FUNDS
BALANCE SHEET
June 30, 2020
Assets
Cash and cash equivalents
Receivables:
Property taxes
Customer service accounts, net
Prepaid Assets
Capital assets, net of accumulated depreciation:
Land
Buildings and improvements
Infrastructure
Total Assets

General
$

107,366

$

$

$

105,162
57,392
1,056,568
1,219,122

105,162
57,392
1,056,568
1,361,339

1,767
7,875

1,767
7,875
66,657
290,329
356,986

9,642

$

107,366
7,916
26,215
720

142,217

Deferred Inflows of Resources
Unavailable revenue - property taxes

7,916

(7,916)

124,659
124,659

(124,659)
(124,659)

66,657
290,329
366,628

142,217

Net Position:
Net investment in capital assets
Unrestricted
Total Net Position

See Notes to Financial Statements.

Statement of
Net Position

7,916
26,215
720

Liabilities
Accounts payable and accrued liabilities
Customer deposits
Long-Term Liabilities:
Due within one year
Due after one year
Total Liabilities

Fund Balances/Net Position
Fund Balances:
Unrestricted and unassigned
Total Fund Balances
Total Liabilities, Deferred Inflows
and Fund Balances

Adjustments
(Note 2)

$
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862,136
132,575
994,711

$

862,136
132,575
994,711

Boling Municipal Water District
Exhibit B(2)

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
Year Ended June 30, 2020

General
Revenues
Water and sewer service charges
Property taxes
Penalties and interest
Tap connection and permit fees
Investment earnings
Other
Total Revenues
Expenditures/Expenses
Current:
Consumable materials and supplies
Administration
Utilities
Professional fees and contracted services
Repairs and maintenance
Capital outlay
Debt Service
Principal
Interest and fiscal charges
Depreciation and amortization
Total Expenditures/Expenses

$

291,959
86,688
7,877
4,438
15
4,617
395,594

Adjustments
(Note 2)

Statement of
Activities

$

$

2,621

2,621

8,126
36,900
17,342
170,593
55,499
116,970

8,126
36,900
17,342
170,593
55,499
(116,970)

64,915
25,221

(64,915)

495,566

47,836
(134,049)

Excess (Deficiency) of Revenues
Over (Under) Expenditures

(99,972)

99,972

Net Change in Fund Balance

(99,972)

99,972

Change in Net Position
Fund Balances/Net Position - Beginning
Fund Balances/Net Position - Ending

See Notes to Financial Statements.

25,221
47,836
361,517

36,698
224,631
124,659

$
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291,959
89,309
7,877
4,438
15
4,617
398,215

$

733,382
870,052

36,698
$

958,013
994,711

(This Page Intentionally Left Blank)
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Boling Municipal Water District
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of the District conform with accounting principles generally accepted
in the United States of America. The following is a summary of the most significant policies:
A. Reporting Entity
Boling Municipal Water District (District) was created in 1955, under the authority of the
Texas Legislature and operates under Texas Water Code Chapter 51. The Board of
Directors met for the first time in September, 1955, and the District sold its first bonds on
May 1, 1956. The District provides fresh water and sanitary sewer services to residents,
businesses and governmental offices which elect to utilize these services.
The District is a political subdivision of the State of Texas governed by an elected five
member board and is considered a primary government. As required by generally
accepted accounting principles, these general purpose financial statements have been
prepared based on considerations regarding the potential for inclusion of other entities,
organizations, or functions as part of the District's financial reporting entity. Based on
these considerations, no other entities, organizations, or functions have been included in
the District's financial reporting entity. Additionally, as the District is considered a primary
government for financial reporting purposes, its activities are not considered a part of any
other governmental or other type of reporting entity.
Considerations regarding the potential for inclusion of other entities, organizations, or
functions in the District's financial reporting entity are based on criteria prescribed by
accounting principles generally accepted in the United States of America. These same
criteria are evaluated in considering whether the District is a part of any other
governmental or other type of reporting entity. The overriding elements associated with
prescribed criteria considered in determining whether the District's financial reporting
entity status is that of a primary government are that it has a separately elected
governing body; it is legally separate; and it is fiscally independent of other state and local
governments. Although not considered significant in the District's reporting entity
evaluation, other prescribed criteria under generally accepted accounting principles include
considerations pertaining to organizations for which the primary government is financially
accountable; and considerations pertaining to other organizations for which the nature
and significance of their relationship with the primary government are such that exclusion
would cause the reporting entity's financial statements to be misleading or incomplete.
The District is empowered, among other things, to purchase, construct, operate and
maintain all works, improvements, facilities, and plants necessary for the supple of water,
the collection, transportation, and treatment of wastewater; and the control and diversion
of storm water.
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Boling Municipal Water District
NOTES TO FINANCIAL STATEMENTS

Exhibit B(3)

Financial Statement Presentation
Management’s Discussion and Analysis - GASB Statement No. 34 requires that
financial statements be accompanied by a narrative introduction and analytical overview of
the government’s financial activities in the form of “management’s discussion and
analysis” (MD&A). This analysis is similar to the analysis that private sector companies
provide in their annual reports.
Government-wide Financial Statements - The reporting model includes financial
statements prepared using full accrual accounting for all of the government’s activities.
This approach includes not just current assets and liabilities, but also capital assets and
long-term liabilities (such as buildings and infrastructure and general obligation debt).
Accrual accounting reports all of the revenues and costs of providing services each year,
not just those received or paid in the current or soon thereafter, as is the case with the
modified accrual basis of accounting. Governments report all capital assets, including
infrastructure, in the government-wide Statement of Net Position and report related
depreciation expense, the cost of “using up” capital assets, in the Statement of Activities.
The net position of a government is broken down into three categories: 1) net investment
in capital assets; 2) restricted; and 3) unrestricted.
Fund Financial Statements - These statements focus on the District’s major funds and
are prepared using the modified accrual basis of accounting.
Government-wide and Fund Financial Statements
The government-wide financial statements (i.e. the statement of net position and the
statement of activities) report information on all the non-fiduciary activities of the primary
government and its component units, as applicable. The effect of interfund activity has
been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable. The District
had no business-type activities or component units as of and for the year ended June 30,
2020.
The governmental funds financial statements consist of the balance sheet and statement
of revenues, expenditures and changes in fund balance. These financial statements have
been adjusted to arrive at the government-wide financial statement balances (statement
of net position and statement of activities). Major individual governmental funds are
reported as separate columns in the fund financial statements.
B. Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
14
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Exhibit B(3)

earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows.
Governmental funds financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenue to be available if collected within 60 days of the end of the
current fiscal period. Revenues accrued include interest earned on investments and
income from District operations. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service requirements, as well as
expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due.
The Governmental Accounting Standards Board has issued Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB 54). This Statement
defines the different types of fund balances that a governmental entity must use for
financial reporting purposes. GASB 54 requires the fund balance amounts to be properly
reported within one of the following fund balance categories:
Nonspendable:
To indicate fund balance associated with inventories, prepaids, long-term loans and notes
receivable and property held for resale (unless the proceeds are restricted, committed or
assigned).
Restricted:
To indicate fund balance that can be spent only for the specific purposes stipulated by
constitution, external resource providers, or through enabling legislation. Restrictions may
effectively be changed or lifted only with the consent of resource providers. When
restricted and unrestricted fund balance exists for the same purpose, restricted fund
balance will be used first.
Committed:
To indicate fund balance that can be used only for the specific purposes determined by a
formal action of the Board of Directors (the District’s highest level of decision-making
authority). Commitments may be changed or lifted only by the Board of Directors taking
the same formal action that imposed the constraint originally.
Assigned:
To indicate fund balance to be used for specific purposes but do not meet the criteria to
be classified as restricted or committed.
Unassigned:
To indicate the residual classification of fund balance in the General Fund and includes all
spendable amounts not contained in the other classifications.
In circumstances where an expenditure is made for a purpose for which amounts are
15
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available in multiple fund balance classifications, fund balance is generally depleted in
the order of restricted, committed, assigned and unassigned.
GASB 54 requires disclosure of any formally adopted minimum fund balance policies.
The District does not currently have any such policies.
The accounting system is organized on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts, which comprise its assets,
liabilities, fund equity or deficit, revenues and expenditures.
The District reports the following governmental fund:
General Fund
The General Fund is used to account for the operations of the District's water and
sewer system and all other financial transactions not properly includable in other
funds. The principal sources of revenue are related to water and sewer service
operations. Expenditures include all costs associated with the daily operations of the
District.
C. Deferred Inflows of Resources
Deferred inflows of resources represent an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. Deferred inflows of resources consist of unearned tax revenues.
D. Budget
An unappropriated budget is adopted for the General Fund. A budget is prepared using
the same method of accounting as for financial reporting and serves as a planning tool.
Encumbrance accounting is not utilized.
E. Investments
The District classifies investments that have a remaining maturity of one year or less at
the date of purchase as “money market investments” in accordance with Governmental
Accounting Standards Board Statement No. 31, “Accounting and Reporting for Certain
Investments and External Investment Pools” (Statement No. 31). Statement No. 31
defines “money market investments” as short-term, highly liquid debt instruments
including commercial paper, banker’s acceptances and U.S. Treasury and agency
obligations. The District values its “money market investments” at cost, which is
considered to approximate market value. The District’s certificates of deposit, if any, are
recorded at cost in accordance with Statement No. 31.
In December 2015, GASB issued Statement No. 79 titled “Certain External Investment
Pools and Pool Participants” in response to the Securities and Exchange Commission’s
amendments in 2014 to regulations that apply to money market funds. Statement No. 79
16
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addresses accounting and financial reporting for certain external investment pools and
pool participants. Specifically, it establishes criteria for an external investment pool to
qualify for making the election to measure all of its investments at amortized cost for
financial reporting purposes. If the external investment pool meets the criteria in
Statement No. 79 and measures all of its investments at amortized cost, the pool’s
participants also should measure their investments in that external investment pool at
amortized cost for financial reporting purposes.
F. Receivables
All receivables are reported at their gross value and, where appropriate, are reduced by
the estimated portion that is expected to be uncollectible. At June 30, 2020, an allowances
of $8,175 was provided for possible uncollectible water and sewer accounts. An allowance
for uncollectible property taxes was not considered necessary.
G. Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets are
reported in the government-wide financial statements. Capital assets, other than
infrastructure items, are defined by the government as assets with an initial, individual
cost of more than $5,000 and an estimated useful life in excess of one year. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of
donation.
Property, plant, and equipment of the primary government, as well as the component
units, is depreciated using the straight-line method over the following estimated useful
lives:
Estimated
Asset Description
Useful Life
Land
N/A
Buildings and improvements
5-40 years
Water system
20-50 years
Wastewater system
20-50 years
H. Reclassifications
Certain reclassifications to prior year balances have been made to conform to current year
presentation. Such reclassifications have had no effect on the change in net position or
change in fund balance.
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Boling Municipal Water District

Exhibit B(3)

NOTES TO FINANCIAL STATEMENTS
I. Use of Estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles, required management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.
J. Date of Management’s Review
Subsequent events have been evaluated through August 25, 2020, which is the date the
financial statements were available to be issued.
NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
A. Explanation of certain differences between the governmental fund balance
sheet and the government-wide statement of net position
The governmental fund balance sheet includes an adjustments column to arrive at the
government-wide statement of net position balances. Amounts reported in the statement
of net position are different because:
Total fund balances - governmental funds

$

Capital assets and deferred charges used in governmental activities
are not financial resources and are not reported in the funds.

1,219,122

Property tax revenue recognition and other deferred inflows of
resources are subject to availability of funds in the fund
financial statements.

7,916

Long-term liabilities, including bonds, notes and capital leases payable,
are not due and payable in the current period, and therefore
are not reported in the funds
Net Position of Governmental Activities

18

124,659

$

(356,986)
994,711

Boling Municipal Water District

Exhibit B(3)

NOTES TO FINANCIAL STATEMENTS

B. Explanation of certain differences between the governmental fund statement
of revenues, expenditures and changes in fund balances and the governmentwide statement of activities
The governmental fund statement of revenues, expenditures and changes in fund
balances includes an adjustments column to arrive at changes in net position as reported
in the government-wide statement of activities. Amounts reported in the statement of
activities are different because:
Net change in fund balances - total governmental funds

$

(99,972)

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated lives and reported as depreciation
expense. This is the amount by which capital outlay exceeded
depreciation expense in the current period.

69,134

Repayment of bond and note principal is reported as an expenditure
in the governmental funds, but the repayment reduces long-term
liabilities in the Statement of Net Position.

64,915

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
This represents the net change in property tax receivable on the
accrual basis of accounting.

2,621

Change in Net Position of Governmental Activities
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36,698
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NOTE 3 - CASH AND INVESTMENTS
Cash and cash equivalents consist of interest bearing checking and savings accounts. The
carrying amounts for cash and cash equivalent balances, which approximate fair values, by
fund at June 30, 2020, are as follows:
General Fund
Cash and Cash Equivalents
Checking and savings accounts
$
107,366
$

107,366

Investment Policies
The District currently has adopted and written investment policy regarding the investment of
its funds as defined in the Public Funds Investment Act, Chapter 2256, Texas Government
Code.
Applicable state laws and regulations allow the District to invest its funds in direct or indirect
obligations of the United States, the State, or any county, city, school district, or other
political subdivision of the State. Funds may also be placed in certificates of deposit of state
or national banks or savings and loan associations (depository institutions) domiciled within
the State. Related state statutes and provisions included in the District's bond resolutions
require that all funds invested in depository institutions be guaranteed by federal depository
insurance and/or be secured in the manner provided by law for the security of public funds.
Balances in checking accounts in depository institutions were entirely guaranteed by federal
depository insurance or security as provided by statutes and bond provisions at June 30,
2020.
Interest Rate Risk
In accordance with its investment policy, the District manages its exposure to declines in fair
values by limiting the weighted average maturity of its investment portfolio to less than two
years to meet cash requirements for ongoing operation.
Credit Risk - Investments
The District minimized credit risk losses due to default of a security issuer or backer, by
limiting investments to the safest types of securities. At year end, the District was not
significantly exposed to credit risk.
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NOTE 4 - PROPERTY TAXES
All property values are determined by the Wharton County Appraisal District. A tax lien
attaches to all properties within the District on January 1st of each year. Taxes are generally
levied on October 1 and are due upon receipt of the tax bill by the property owner. Penalties
and interest are charged if taxes are not paid by the succeeding January 31st. There is an
additional twenty percent penalty charged on accounts delinquent after July 1st of each year
which generally is payable to the District's delinquent tax attorney.
Property taxes are prorated between operations and debt service based on the respective
rates adopted for the year of the levy. For the current year, the District levied a combined
rate of $0.32102 per $100 of assessed valuation of which all was allocated to operations. The
resulting tax levy was $89,774 on the adjusted taxable valuation of $27,965,347 for the 2019
tax year.
Property taxes receivable at June 30, 2020, consisted of the following:

2019 Levy
2018 Levy
Total Property Taxes Receivable

General
Fund
$
5,247
2,669
$
7,916

NOTE 5 - RECEIVABLES
Receivables as of year-end for the government’s individual major funds are as follows:
General
Fund
Receivables:
Taxes
Accounts, net
Total Receivables

$
$

7,916
26,215
34,131

Governmental funds report deferred inflows of resources in connection with receivables for
revenues that are not considered to be available to liquidate liabilities of the current period.
At the end of the current fiscal year, the various components of deferred inflows of resources
reported in the governmental funds were as follows:

Delinquent property taxes receivable - general fund
Total Deferred Inflows for Governmental Funds
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Unavailable
$
7,916
$
7,916
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NOTES TO FINANCIAL STATEMENTS
NOTE 6 - CAPITAL ASSETS
A summary of changes in capital assets for the year ended June 30, 2020, follows:
Balance
July 01, 2019
Governmental Activities:
Non-depreciable Assets:
Land
Construction in progress
Total Non-depreciable Assets

$

Depreciable Assets:
Buildings and improvements
Water and wastewater systems
Total Depreciable Assets
Less Accumulated Depreciation
Totals

$

105,162
125,000
230,162

Increases

$

(Decreases)

$
80,944
80,944

Balance
June 30, 2020

$
(205,944)
(205,944)

105,162
105,162

219,760
2,313,194
2,532,954

3,076
238,894
241,970

222,836
2,552,088
2,774,924

(1,613,128)

(47,836)

(1,660,964)

1,149,988

$

275,078

$

(205,944)

$

1,219,122

Depreciation expense for the year ended June 30, 2020, totaled $47,836.
NOTE 7 – LEASES
The District has entered into a lease agreement as lessee for financing the acquisition of 375
radio read meters. This lease agreement qualifies as a capital lease for accounting purposes
and, therefore, has been recorded at the present value of the future minimum lease payments
as of the inception date.
As of June 30, 2020, the asset acquired through the capital lease is as follows:
Governmental
Activities

Asset:
Meters
Less: Accumulated depreciation
Total
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$
$

205,944
(8,581)
197,363
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The future minimum lease obligations and the net present value of these minimum lease
payments as of June 30, 2020, are as follows:

Year Ending December 31
2021
2022
2023
2024
2025
2026-2028
Total minimum lease payments
Less: amount representing interest
Present value of minimum lease payments

Governmental
Activities
$
25,610
25,610
25,610
25,610
25,610
95,012
223,062
(32,169)
$
190,893

NOTE 8 – LONG-TERM DEBT
Note Payable
On November 1, 2018 the District entered into a direct placement financing contract with the
District’s engineer in the amount of $193,749 to finance the cost of repairs to the District’s
facilities. On May 24, 2019 the note was increased to $225,935. Repayment of the note
commenced in December 2018 and continues through November 2023. In fiscal 2019, the
monthly note payments were $3,929, increasing to $4,687 in 2020 and thereafter. The note
bears interest at 8%. Annual interest rate on matured, unpaid amounts is the lesser of 18%
per annum or the maximum rate allowed by law.
Debt service requirements on notes from long-term debt at June 30, 2020, are as follows:
Notes from Direct Borrowings
Fiscal Year
Principal
Interest
2021
$
44,563
11,677
$
2022
48,262
7,978
2023
52,268
3,973
2024
21,000
377
$
166,093
$
24,005
$
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Total
56,240
56,240
56,241
21,377
190,098
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Changes in Long-Term Liabilities
Long-term liability activity for the year ended June 30, 2020, were as follows:
Balance
July 01, 2019
Governmental Activities:
Capital Lease
Note from direct borrowings
Total Long-term Debt

$

214,230
207,671
421,901

Additions
$

Reductions
$

(23,337)
(41,578)
(64,915)

Amounts
Due within
One Year

Balance
June 30, 2020
$

190,893
166,093
356,986

$

19,094
44,563
63,657

NOTE 9 - RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets, errors and omissions; and natural disasters for which the District carries
commercial insurance. The District has not significantly reduced insurance coverage or had
any settlements or claims for the past three fiscal years.
State of Texas vs. Bolling Municipal District, Cause No. D-1-GN-17-002030. The State of Texas
initiated a suit against the District to enforce Texas statutes and rules governing water
districts. Specifically, the failure to submit its annual financial reporting documents to the
Texas Commission on Environment Quality (“TCEQ”) for fiscal years 2011-2016. On January
10, 2018, the final judgment was signed requiring the District to submit all outstanding
reporting documents to TCEQ within 210 days of the judgment, and to make timely
submission of such documents for all future fiscal years. The judgment assesses civil
penalties against the District in the amount of $30,000 and awards the State its reasonable
attorney’s fees in the amount of $7,500. During 2018, the District paid the assessed penalty
and attorney fees and submitted the necessary reports to satisfy the judgement.
In 2020, the World Health Organization declared a pandemic following the outbreak of
COVID-19, a respiratory disease caused by a new strain of coronavirus (the “Pandemic”),
which is currently affecting many parts of the world, including the United States and Texas.
Federal, state and local governments have all taken actions to respond to the Pandemic,
including disaster declarations by the Governor of Texas. Since the disaster declarations were
made, the Pandemic has negatively affected travel, commerce, and financial markets locally,
and is expected to continue negatively affecting economic growth and financial markets within
Texas. While the potential impact of COVID-19 on the District can not be quantified at this
time, the continued outbreak of COVID-19 could have a negative impact on the District’s
financial condition.
NOTE 10 – RELATED PARTY
The District has entered into an agreement with Cathy Ezell (a related party) to provide
accounting services for the District. During 2020, The District paid $14,749 for these services.
It is District policy for all related party transactions to be disclosed and approved by the
Board.
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SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL GENERAL FUND
Year Ended June 30, 2020
Budgeted Amounts
Original
Final
Revenues
Water and sewer service charges $
Property taxes
Penalties and interest
Tap connection and permit fees
Investment earnings
Other
Total Revenues
Expenditures
Current:
Consumable materials
Administration
Utilities
Professional and contracted
Repairs and maintenance
Capital Outlay
Debt Service
Principal retirement
Interest and fiscal charges
Total Expenditures
Excess (Deficiency) of Revenues
Over (under) Expenditures

332,000
86,000
11,500
750
100

$

332,000
86,000
11,500
750
100

Variance
Over
(Under)

Actual
$

291,959
86,688
7,877
4,438
15
4,617
395,594

$

(40,041)
688
(3,623)
3,688
(85)
4,617
(34,756)

430,350

430,350

18,500
29,000
14,000
169,000
93,000

16,000
32,490
17,100
165,000
74,000

8,126
36,900
17,342
170,593
55,499
116,970

7,874
(4,410)
(242)
(5,593)
18,501
(116,970)

68,240
391,740

79,580
7,570
391,740

64,915
25,221
495,566

14,665
(17,651)
(103,826)

38,610

38,610

(99,972)

(138,582)

38,610

38,610

(99,972)

(138,582)

Other Financing Source:
Loan proceeds
Net change in Fund balance
Fund Balances - Beginning
Fund Balances - Ending

$

224,631
263,241

$
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224,631
263,241

$

224,631
124,659

$

(138,582)
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Budgets and Budgetary Accounting
An annual unappropriated budget is adopted for the General Fund by the District's Board of Directors.
The budget is prepared using the same method of accounting as for financial reporting. The budget
was amended during the year by the Board.
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SCHEDULE OF SERVICES AND RATES
Year Ended June 30, 2020
1.

2.

Services provided by the District:
X
Retail Water
Wholesale Water
X
Retail Sewer
Wholesale Sewer
Parks/Recreation
Fire Protection
Solid Waste/Garbage
Flood Control
Participates in joint venture, regional system and/or wastewater
(other than emergency interconnect)
Other (specify):
Retail rates based on 5/8" meter
Retail
The most prevalent type of meter (if not a 5/8"):
Flat Rate per 1,000
Minimum Minimum
Rate Gallons Over
Charge
Usage
Y/N
Minimum
Water
$ 16.25
2,000
N
$4.25
$ 5.20
$ 5.53
$ 5.85

Waste

$

22.75

2,000

N

Drainage
Irrigation
Security
Roads
service

rates not applicable
N/A

Usage Levels
2,001 to 35,000
35,001 to 85,000
85,001 to 135,000
over 135,000

2,001 to 35,000
35,001 to 85,000
85,001 to 135,000
over 135,000

$4.42
$ 4.75
$ 5.01
$ 5.27

Surcharge
N/A
Per 1,000 Groundwater Reduction Plan Fee
District employs winter averaging for wastewater usage?
Yes
No X
Total water and sewer charges per 10,000 gallons usage
(including surcharges)
108.20
3.

Water and Wastewater Retail Connections:
Total
Active
Connections
Connections
Meter Size
< or = .75"
372
362
1"
1
1
1.5"
2"
4
4
3"
4"
6"
8"
Total Water
377
367
Total Wastewater
370
370
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ESFC
Factor
x 1.0
x 2.5
x 5.0
x 8.0
x 15.0
x 25.0
x 50.0
x 80.0
x 1.0

Active
ESFCs
362
3
32

397
370

TSI-1

4.

Total Water Consumption (In Thousands) During the Fiscal Year:
Gallons pumped into system:
29,520,000
Gallons billed to customers:
23,278,257
Percent of gallons billed to pumped
78.9%

5.

Standby Fees: Does the District assess standby fees?
Yes ___ No_X_
For the most recent full fiscal year:
Debt Service:
Total levy
$
Total collected
$
Percentage collected
%
Operation & Maintenance
Total levy
$
Total collected
$
Percentage collected
%
Have standby fees been levied in accordance with Water Code Section 49.231, thereby
constituting a lien on property?
Yes ___ No ___

6.

Location of District:
County in which District is located.
Wharton
Is the District located entirely within one county? Yes _X_ No ___
Entirely ___ Partly __ Not at all _ X
Is the District located within a city?

City in which District is located.
Is the District located within a city's extra territorial jurisdiction (ETJ)?
Entirely _ _ _ Partly _X_ Not at all ___
ETJ's in which District is located.
Is the general membership of the Board appointed by an office outside the District?
Yes ___ No _X_
If yes, by whom?
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SCHEDULE OF GENERAL FUND EXPENDITURES
Year Ended June 30, 2020

Current
Professional fees and Contracted Services
Auditing
Engineering
Legal
Bookkeeping
Wharton CAD
Operations
$
Consumable Materials and Supplies:
Supplies and Materials
Other

12,082
3,284
8,461
33,588
1,504
111,674
170,593

4,973
3,153
8,126

Utilities

17,342

Repairs and Maintenance

55,499

Administration:
Insurance
Fees and fines
Licenses
Office supplies
Other

8,692
2,053
35
8,243
17,877
36,900

Capital Outlay

116,970

Debt Service

90,136
Total Expenditures

$

Number of employees employed by the District

495,566
0
0
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Full- time
Part-time
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SCHEDULE TEMPORARY INVESTMENTS
Year Ended June 30, 2020

Funds

Interest
Rate (%)

Maturity
Date

The District has no temporary investments at June 30, 2020.
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Balances at
August 31,
2020

Accrued
Interest

Boling Municipal Water District
TSI-4

ANALYSIS OF TAXES LEVIED AND RECEIVABLE
Year Ended June 30, 2020
General
Fund
$
5,295
(465)
89,660
114
89,774
94,604

Taxes Receivable - July 01, 2019
Adjustments
2019 Original Tax Roll
Additions and corrections-current year
Adjusted tax roll
Total to be Accounted for
Tax Collections
Current year
Prior years
Total Collections
Taxes Receivable - June 30, 2020

$

Taxes Receivable - By Year
2019
2018
Taxes Receivable - June 30, 2020
Assessed
Property Valuations
Land, improvements
and personal
property
Tax Rates Per $100
Valuations
General operations
Total Tax Rate per
$100 Valuation
Adjusted Tax Levy

$
$

2019

2018

84,527
2,161
86,688
7,916

5,247
2,669
7,916

2017

2016

$ 23,442,694
$ 23,442,694

$ 25,509,974
$ 25,509,974

$
$

27,965,347
27,965,347

$
$

25,492,762
25,492,762

$

0.32102

$

0.33000

$

0.33000

$

0.32000

$
$

0.32102
89,774

$
$

0.33000
84,126

$
$

0.33000
77,361

$
$

0.32000
81,632

Percent of taxes collected to taxes
levied (as adjusted)

94.2%

96.8%

34

100%

100%

Boling Municipal Water District
TSI-5

LONG-TERM DEBT SERVICE REQUIREMENTS BY YEARS
June 30, 2020

The District has no long-term bonded debt oustanding at June 30, 2020.
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ANALYSIS OF CHANGES IN LONG-TERM DEBT
Year Ended June 30, 2020

The District has no long-term bonded debt oustanding at June 30, 2020.
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COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES GENERAL FUND
Last Five Fiscal Years

2020
General Fund Revenues
Service revenue
Property taxes
Interest income
Other
Total Revenues

$

General Fund Expenditures
Current
Capital outlay
Debt service
Total Expenditures
Revenues Over (Under)
Expenditures
$

Total Active Retail Water
Connections

291,959
86,688
15
16,932
395,594

288,460
116,970
90,136
495,566
(99,972)

367

Amounts
2018

2019
$

255,261
82,765
35
35,196
373,257

$

323,175
332,948
27,500
683,623
$ (310,366)

365
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$

270,526
74,303
204
350,266
695,299

2017
$

207,756
77,060
161
11,892
296,869

2016
$

185,538
53,437
251
8,053
247,279

361,594
419,138

228,247
30,112

237,171
21,808

780,732

258,359

258,979

(85,433)

325

$

38,510

325

$

(11,700)

325

TSI-7

2020
73.8 %
21.9

Percent of Total Fund Revenues
2019
2018
2017
68.4 %
22.2

38.9 %
10.7

70.0 %
26.0
0.1
3.9
100.0

2016
75.0 %
21.6
0.1
3.3
100.0

4.3
100.0

9.4
100.0

50.4
100.0

72.9
29.6
22.8
125.3

86.6
89.2
7.4
183.2

52.0
60.3

76.9
10.1

95.9
8.8

112.3

87.0

104.7

(25.3) %

(83.2) %

(12.3) %

13.0 %
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BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS
June 30, 2020
District's Mailing Address:

7218 Highway 442
P.O. Box 307
Boling, Texas 77420
(979) 657-2106

District's Business Telephone Number:

Submission Date of the most recent District Registration From
(TWC Section 36.054 and 49.054):
9/12/2019

Title

Resident
of District?

President

Yes

5/185-22
appointed

Vice- President

Yes

James Ezell

5/205-24
Elected

Secretary

Yes

Billy Morin

5/205-24
Elected

Treasurer

Yes

5/185-22
appointed

Director

Yes

Name and Address
Board Members
Brett Glen

Bobby Charles

Theodor Rangel

Term
5/185/22
appointed

Fees
$

Expenses
$
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Name and Address

Term or
Date Hire

Salaries
and Fees

Title

Resident
of District?

Consultants
Wharton County Appraisal District

1,504

Appraiser

No

John D. Mercer
JD Mercer & Associates Inc.

3,284

Engineer

No

Cathy Ezell

14,746

Bookkeeper

Yes

Knox Cox & Company, LLP

12,082

Auditor

No

8,461

Attorney

No

141,335

Operator

No

Johnson Petrov, LLP
B&E Utilities

41

(This Page Intentionally Left Blank)

42

