GUADALUPE-BLANCC
#_ﬂ" o
Comprehensive Annual |

.
- " -
- ol . %

};in the Guadalupe River‘;ifﬁ;hstream
~ from the Canyon Hydroelectric Plant
< e

ol



-
Fl

k.




GUADALUPE-BLANCO RIVER AUTHORITY
TEXAS

Comprehensive Annual Financial Report
FISCAL YEARS ENDED AUGUST 31, 2018 AND 2017

Financial information compiled by
the GBRA Accounting Department



GUADALUPE-BLANCO RIVER AUTHORITY

TABLE OF CONTENTS

INTRODUCTORY SECTION

THELE PAZE cvrvrvrirereerereieieeeeeeeieeie ettt s e 1
TADIE Of CONLEIIES ....vvvieeeeieieeieceeeeeteeteeee ettt ettt ettt et ete s ese s ese s esensessasesssessssessesenessenseseneans 2
ViISION ANA MISSIOI ..veieeerceieeeeetetceceeeee ettt e e s st sesessesesessssssssesessnsesesesensasssssesenssesesesensanas 4
BOATd Of DITECLOTS .evvieeivieiitiectieeetietceee ettt et eve ettt e s ese st s e s essasesesese et essesessetessssensesensans 5
BaSin MIAP ..ot 6
GBRA Operational Chart.........ccecciciniciieieeiecr et ssescsseacssesenns 7
Government Finance Officers Association (GFOA) Certificate of Achievement ........................ 8
Financial Letter to the Board of DIF€CtOrS .......coovviieriiirieiieiietieeeteeteeeteseeeeeeveeeeese e ereens 9-16
FINANCIAL SECTION

Independent AUAItOr’s REPOTT ...cueueuiucirieiiieireieieieieiecisect ettt 18-20
Management Discussion and Analysis ... 22-29
Statements Of NEt POSITION ....cccovivivieieiieetieieieieteeescceeeeeesceete e tese et ese s sesessssesessasssesesenssssesesens 31
Statements of Revenue, Expenses and Changes in Net Position ..........ccccuereeenierenceneceneceneeenn. 32
Statements Of Cash FLOWS .......c.ovouiuiieiieeieecieetceeec ettt ettt e s s sesenn 33
Notes to Financial StateIMENtS ........ccveviuieveuieeieiececeecreeeceeeeereeeese ettt essetess et eresseseserensns 34-59

Required Supplemental Information
Defined Benefit Pension Plan Schedule of Changes

in Employer’s Net Pension Liability ........ccccccceeniinineneniereeeneieieeeecenenenenenseseene 62-63

Other Supplemental Information
Combining Schedule 0f Net POSITION .....cccuereriiiunieneeeiieriereierneineisesseeessessensenenensessesees 66-67
Combining Schedule of Revenue, Expenses and Changes in Net Position ................... 68-69
Combining Schedule of Cash FIOWS .......ccceueuiiiiniunienieieeierneineineiseeeeeeesenenenessesseeees 70-71
Bond Amortization Schedules ..., 72-79

STATISTICAL SECTION

Index and EXPLAnation .....c.cceceeeerecuneueiniieiniieieieteeeteisese sttt b s b seaebsese et sennes 82
Schedule of Net Position by COMPONENt .........cceuieiiiniiniiniiiicieieesese s 83
Schedule of Changes in Net POSITION ..c..cocuiuieeeeeeeerereieineineineeeeeenenenenseisesseaseeessessessessesenns 84
Schedule of Operating Revenues by SOUICE ........ccociniiniiniiniiniicicieenie s 85
Schedule of Operating EXPEISES .......ccceueriurirreueeeemeremenenseeieessensesesesseasessessssessesseseseseens 85
Schedule of Non-operating Revenue and EXPenses ........cceccvecereceneeenieeniunencrneceneceneeenne 85
Schedule of Principal CUSTOIMETS ....c.c.cueueurimeireueirieeiriieireeeeeeseseisesetsesessesesesesssessessesessesesseseens 86
Schedule of Operating SYSteImS ... 87
Schedule 0f Debt BY TYPE ....cueueeieiicicieieiiieieieeieeee et iseasessese s ssesesneens 88
Schedule of Third Party Debt ..o 89
DEMOGIAPIICS .cvuvurriiriveeieerierseneieieiseiseesaessese et sessessese st sese s sse s aeasessens 90-91
Schedule of Employees by DIVISION .....cccocuiiiiiininieiciiniiiicieeeceesise s 92
Schedule of Operating StatiStiCS ........oueverererrerriiriireereeriiererenersessersesseseesessensenenessessesees 94-95
Schedule of Capital Asset Additions by DiVISION ........cccccveuviiviiricicinciniininiric e 96

INDEPENDENT AUDITOR’S REPORT IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS
Report on Compliance and Internal CONtrols .........c.cceoeecurecurecuniccenierneeenieeeeeceseceneeeen. 98-99
Principal Offices and Business Locations/Publication Details ........ccccooereeureeneeneennceneneenenees 100



COMPREHENSIVE ANNUAL FINANCIAL REPORT

FISCAL YEARS ENDED AUGUST 31, 2018 AND 2017

View of Canyon Lake Reservoir/Dam and Canyon Hydroelectric Plant



GUADALUPE-BLANCO RIVER AUTHORITY

GB

ESTABLISHED BY THE TEXAS LEGISLATURE

GBRA was created in 1933 as the Guadalupe River
Authority under Section 59, Article 16 of the Constitution
of Texas as a water conservation and reclamation district
and a public corporation. It was reauthorized in 1935 as the
Guadalupe-Blanco River Authority by an act of the Texas
Legislature (VCS Art. 8280-106).

SOUND MANAGEMENT AND ADMINISTRATION

GBRA is governed by a board of nine directors who are
appointed by the Governor and confirmed by the Texas
Senate. The 10 counties in GBRA’ statutory district are
represented on a rotating basis. Directors serve six-year
terms, with three directors appointed or reappointed every
two years. The Board meets monthly to review policies,
programs and actions for consideration. Management
and administrative duties are carried out by the general
manager and staff in accordance with policies established
by the board of directors.

PLANNING FOR THE BASIN AND TEXAS

GBRA's primary responsibilities are to develop, conserve
and protect the water resources within its 10-county
statutory district, which begins near the headwaters of the
Guadalupe and Blanco rivers, ends at San Antonio Bay,
and includes Kendall, Comal, Hays, Caldwell, Guadalupe,
Gonzales, DeWitt, Victoria, Calhoun and Refugio coun-
ties. Planning and resource development efforts for the
Guadalupe River basin are carefully coordinated within
the broader consideration of regional and statewide water
needs.

SELF-SUPPORTING OPERATIONS

GBRA cannot levy or collect taxes, assessments, or pledge
the general credit of the State of Texas. Funding for special
projects comes from state and federal grants. All other
revenues for maintenance and operation as well as capital
requirements are obtained from the products and services
GBRA provides to customers throughout the basin.

VISION

The Guadalupe-Blanco River Authority leads as a regional
partner managing watershed resources to protect and
support the needs of a growing population, economy and
healthy environment.

MISSION

The mission of the GBRA is to support responsible
watershed protection and stewardship, provide quality
operational service, and a commitment to promote
conservation and educational opportunities in order to
enhance quality of life for those we serve.

VALUES

SERVICE

« GBRA will maintain high-quality services for
our customers

o GBRA will remain steadfast to preserving the
natural environment

o GBRA will retain and recruit qualified,
professional employees

STEWARDSHIP

« GBRA is dedicated to the continued vitality of
our communities

» GBRA will uphold responsible management of
watershed resources

o GBRA will foster a supportive and respectful
workforce

COMMITMENT

» GBRA will partner with customers and
communities to ensure future water and
wastewater needs are met

o GBRA will implement a basin-wide water
management plan to protect water supplies and
quality

o GBRA will invest in our capital and
human assets to improve our services and
infrastructure to increase the value to our
customers
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Canyon Park Estates Wastewater Treatment Plant

Canyon Dam and Reservoir and Canyon Lake Hydroelectric Plant
Cordillera Ranch Water Distribution System and Wastewater Treatment Plant
Comal Trace Water Distribution System and Johnson Ranch Water
Distribution System and Wastewater Treatment Plant and Singing Hills
Wastewater Treatment Plant and Park Village Wastewater Reclamation System
and Four S Ranch Wastewater Reclamation System

Western Canyon Water Treatment Plant

Buda Wastewater Treatment Plant

Shadow Creek Wastewater Treatment Plant

Sunfield Wastewater Treatment Plant

San Marcos Water Treatment Plant and

IH-35 Treated Water Delivery System

Northcliffe Wastewater Treatment Plant

Guadalupe Power Partners Raw Water Delivery System

Dunlap Wastewater Treatment Plant

Lake Dunlap (TP-1) Hydroelectric Power Plant and Regional

Raw Water Delivery System

Lake McQueeney (TP-3)Hydroelectric Plant

Lake Placid (TP-4) Hydroelectric Plant

GBRA Main Office and Regional Laboratory

Lake Nolte (TP-5) Hydroelectric Plant and Nolte Island Park

Lockhart Wastewater Treatment Plant #1 Legend

Lockhart Wastewater Treatment Plant # 2 )
Lockhart Water Treatment Facility E SRR
Luling Water Treatment Plant and Luling to Guadalupe River Basin
Lockhart Treated Water Delivery System 735 foot elevation

Lake Gonzales (H-4) Hydroelectric Plant

Lake Wood (H-5) Hydroelectric Plant and Lake Wood Recreational Park 419 foot elevation
Coleto Creek Reservoir and Park -

Diversion Dam & Salt Water Barrier .-

Crestview Subdivision Wastewater Treatment Plant -

Port Lavaca Water Treatment Plant and Calhoun County L -85 foot below sea level
Rural Water and Canal Systems
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December 12, 2018

The Honorable Rusty Brockman, Chair
and Members of the Board of Directors

Dear Chair Brockman and Directors,

The Comprehensive Annual Financial Report (CAFR) of the Guadalupe-Blanco River
Authority (GBRA) for the fiscal year ended August 31, 2018, is hereby submitted. Responsibility for
both the accuracy of the data, as well as the completeness and fairness of the presentation, including
all disclosures, rests with GBRA. One of the principal foundations of GBRA’s financial recording and
reporting system is a framework of internal controls designed to better assure the appropriate use of all
GBRA assets and the timely recording of each financial transaction. As a result of these controls, it is
GBRA'’s assertion that the enclosed data is accurate in all material respects and is reported in a manner
designed to present fairly the financial position and results of operations of the various funds (divisions)
of GBRA. All disclosures necessary to enable the reader to gain an understanding of GBRA's financial
activities have also been included.

One of the important components of the CAFR is the Management Discussion and Analysis
(MD&A) report included immediately following the Independent Auditor’s Report. The MD&A
provides an overview or executive summary of the information contained in the CAFR. As such, it is
an easily readable and easily understandable source of information related to GBRA’s financial
activities for fiscal year 2018. Furthermore, the MD&A information is presented in comparison to the
two previous years thereby providing the CAFR reader a near term historical perspective of financial
results. GBRA encourages all users of this CAFR to read the information contained in the MD&A.

PROFILE OF THE GUADALUPE-BLANCO RIVER AUTHORITY

The Texas Legislature created GBRA in 1933 as a political subdivision of the State of Texas
with the mandate to develop, conserve and protect the water resources of the Guadalupe River Basin
and to make those waters available for beneficial use. While there have been many milestones during
GBRA'’s eighty five years of existence, perhaps none are more important than working with the U.S.
Army Corps of Engineers in the creation of Canyon Reservoir during the 1950°s and 1960’s. GBRA
now holds a Texas Commission on Environmental Quality permit to 90,000 acre-feet of water per year
from Canyon Reservoir for use within the river basin. GBRA’s permit to this water facilitates
operations such as hydroelectric generation; water and wastewater treatment; treated water distribution;
municipal, industrial and agricultural raw water supply; laboratory analyses; and recreation operations.
These operations are accounted for in the following divisions.



The General Division, located in the general business office in Seguin, consists of technical,
accounting, administrative and support staff working under the direction of the General Manager.
Revenues are derived from interest earnings on investments as well as administrative and general
charges that are paid by GBRA’s operating divisions.

The Guadalupe Valley Hydroelectric Division operates six “low head” hydroelectric plants
in Guadalupe and Gonzales counties capable of producing 16 megawatts. All electricity produced by
the division is delivered to the Guadalupe Valley Electric Cooperative (GVEC) for consumption
principally within the river basin. The charge for the power delivered to GVEC includes a fixed
monthly charge of $125,000 and an energy charge of 3.14C per kilowatt hour of energy produced. GV
Hydro Division personnel are responsible for the operation and maintenance of the generating stations
as well as the associated dams, lakes, ancillary equipment and adjacent properties.

The Rural Utilities Division operates and maintains six wastewater treatment plants in Comal,
Hays and Guadalupe counties. These small plants serve rural areas where septic tanks do not provide
proper or safe wastewater disposal and the extension of wastewater services from nearby municipalities
is not cost effective. The five wastewater plants include Canyon Park, Dunlap, Northcliffe, Shadow
Creek and Sunfield.

The development and operation of water supply sources and raw water delivery systems is
the responsibility of the Water Resource Division. The division contracts with municipal, industrial
and agricultural users throughout the river basin to provide a dependable supply of surface water. This
division is anchored in the upper reaches of the river basin by Canyon Reservoir and in the lower
reaches of the basin by the Guadalupe River Diversion Dam and Salt Water Barrier. Additionally, this
division is responsible for GBRA's water quality program as well as the operation of a water quality
laboratory located at the general office in Seguin. The water quality laboratory provides services to
GBRA's other operations as well as to individuals, municipalities, industries and private entities
throughout the region. Other operations recognized within the Water Resource Division are the
Calhoun Canal System, the City of San Marcos Water Treatment Plant, the City of Buda Wastewater
Treatment Plant, the Western Canyon Water Treatment Plant, and retail, treated water delivery and
wastewater treatment systems in Comal County. Included within these Comal County operations are
the Comal Trace, Johnson Ranch, Singing Hills, 4S Ranch, Park Village and Cordillera real estate
developments.

GBRA'’s Port Lavaca Water Treatment Plant Division operates and maintains a water
treatment plant that supplies treated water to the City of Port Lavaca, the Calhoun County Rural Water
Supply System, and the Port O’Connor Improvement District (ID). The division, which commenced
operation in 1969, receives raw water from the Guadalupe River delivered through 20 miles of canals.
GBRA then treats and disinfects the water to drinking water standards before delivering it to the City,
Rural Water System, and ID.

The Calhoun County Rural Water Supply Division began in 1973 and currently operates and
maintains a distribution system to supply treated water to homes and businesses located throughout a
large portion of the unincorporated areas of Calhoun County.

The Coleto Creek Division operates and maintains the Coleto Creek Reservoir located thirteen
miles southwest of Victoria just off State Highway 59. The reservoir, which was completed and filled
in 1981, serves as a cooling pond for a coal-fired electric generating plant owned by Dynegy, Inc. This



division also operates and maintains recreation facilities that provide grounds for camping and
picnicking as well as public access to the lake for fishing, swimming, and boating.

Surface water from the San Marcos River is treated by the Luling Water Treatment Plant
Division and delivered to the City of Luling and the City of Lockhart for distribution. The plant was
constructed in 1978 and has a treatment capacity of 2.5 million gallons per day (MGD).

The Canyon Hydroelectric Division operates the electric generating plant located at Canyon
Dam in Comal County. All power generated by the plant is sold to New Braunfels Utilities for the
benefit of the City of New Braunfels. The plant, completed in 1989 with a capacity of 6 megawatts,
provides a beneficial use of waters passed through the dam without interfering with the reservoir's
primary purposes of flood control and water supply.

GBRA added the Lockhart Division to its list of operations on October 1, 1994. After signing
a contract with the City of Lockhart during 1994, GBRA assumed the operation of the City’s 1.1 MGD
wastewater treatment plant and began construction of a new 1.5 MGD plant that became fully
operational in February 1999. On October 1, 2000, the Lockhart Division was expanded further when
GBRA assumed operation of the City’s water well system and water treatment plant.

ECONOMIC CONDITION AND OUTLOOK

The Texas Economy. Texas is the second most populace state in the U.S. and continues to
outpace the rest of the nation in terms of growth. A United States Census Bureau report noted that
from 2010 to 2017, Texas’ population increased by 3.2 million people, or 12.6%. Slightly more than
half of that increase is attributed to domestic and international migration. The Census Bureau also
reported that five of the top fifteen fastest growing cities by number of citizens were from Texas. These
include San Antonio, Dallas, Fort Worth, Frisco and Austin. A similar report noted that seven of the
top fifteen fastest growing cities by percentage increase were from Texas, including New Braunfels
within the GBRA river basin. The population influx can be tied, in part, to job growth created by
company expansion and company migration to Texas. With a diverse labor market, “corporate-
friendly” tax structure, transportation infrastructure, and affordable housing, Texas is an attractive state
to do business and was ranked number one by CNN on its list of Top States for Business in July 2018.

According to the Third Quarter 2018 publication of Federal Reserve Bank of Dallas
Southwest Economy, if Texas were a country, it would rank as the eighteenth largest economy in the
world based on adjusted gross domestic product. The Texas economy is diverse and is well represented
by Fortune 500 companies in the areas of manufacturing, construction, oil & gas development and
production, retail and technology to name a few.

Oil & gas development and production continues to be a major contributor to the state’s
economy. While oil and natural gas production taxes represent only about 3% of revenues for the state
of Texas, the presence of these companies spurs activity in many areas of the economy. The lifting of
the ban on crude oil exports in late 2015 provided a new opportunity for expanding production.
Counties within Texas’ Eagle Ford Shale, two of which are within GBRA’s river basin, have continued
to benefit from related oil activity.

The Texas Comptroller of Public Accounts officially adjusted its biennial revenue estimate in
the summer of 2018 due to better than expected economic and revenue growth. During the twelve
months ending May 2018, 350,000 new jobs were added in Texas and the unemployment rate has been



at or near historic lows. In a letter to the Governor and legislators in July 2018, Comptroller Glenn
Hegar notes that sales and use tax collections, which is the state’s largest revenue stream, increased
more than 10% over prior year collections. While the economy is expected to continue to expand in
future years, in other publications, Comptroller Hegar has cited several challenges during the upcoming
legislative session in developing the state’s next biennial budget. These include growing obligations
for pension plans and healthcare, deferred maintenance on state-owned buildings, infrastructure related
to the state’s population growth, and the rebuild process after Hurricane Harvey, the second costliest
storm in U.S. history.

During calendar years 2015 and 2016, the Guadalupe River Basin maintained near normal
rainfall patterns. The Guadalupe River flows increased substantially allowing Canyon Lake to fill to
capacity and remain at capacity during this two year period. However, by the summer of 2017, rainfall
dropped to below normal with the Guadalupe River flows dropping to less than one-half of the median
throughout the watershed.

Many cities and water utilities were required to issue Stage II drought notices which in most
cases restricted lawn watering to once a week. The Canyon Lake Reservoir dropped 6 feet by the
summer of 2018 but was still several feet above Drought Stage I. By late summer El Nino weather
pattern brought abundant rainfall back to the state allowing Canyon Lake to return to the top of the
conservation pool. In the fall of 2018, central Texas experienced major flooding that damaged bridges
and homes in the Llano River basin. The Guadalupe River basin, however, was spared from major
flooding.

The Local Economy. GBRA''s service area is geographically part of south central Texas. It
stretches from the Texas Hill Country through the TH-35, IH10, and State Highway 130 Corridors and
onto the Texas Gulf Coast. This geographic diversity provides economic diversity with a unique
combination of agriculture, oil & gas, defense, high tech, higher education centers, tourism, seawater
ports, and heavy industry. This diversity allows the regional economy to be among the State’s growth
leaders and outpace the national economy. For reporting purposes, the State Comptroller places most
of the GBRA service area into the Alamo Region. The counties in and around the Cities of San Antonio
and Austin are the most populous of the service area.

The northern region of the GBRA district lies between the Austin and San Antonio. The
Greater Austin area is the fourth largest city in Texas with a population of over 2 million. Austin has
a diverse economy, but has become known as a hub for technology firms. San Antonio, the 2™ largest
city in Texas and the fasting growing large city in the United States measured by population growth, is
the principal city in the San Antonio-New Braunfels Metropolitan Statistical Area (MSA). The San
Antonio-New Braunfels MSA has a population of 2.5 million. In 2018, New Braunfels was listed as
the 2" fastest growing city in the United States measured by percentage increase, which was 8%. In
recent years, San Marcos has been included on fast growing cities as well. The economies of these
areas has helped to propel their growth creating a higher profile for GBRA.

Guadalupe County, which is the headquarters of GBRA, is also in a growth phase. County
officials have embarked on a comprehensive master plan to create a roadmap to help manage the
growth. The area has a strong emphasis on manufacturing as four of the top five employers in Seguin,
the county seat, are in the manufacturing area. Caterpillar and Continental Automotive represent the
largest.



Heading southeast along the river basin lies the City of Victoria, which is 30 miles inland
from the Texas Gulf Coast. Victoria, nicknamed The Crossroads of Texas due to its two hour proximity
to Houston, Austin, San Antonio, and Corpus Christi, is an attractive location for manufacturing, retail
and other industries. The mouth of the Guadalupe River empties into the Gulf of Mexico in Calhoun
County, which is home to petrochemical plants including Formosa Plastics, Invista, Dow, DuPont and
INEOS. These plants contribute to the creation of a vibrant economy by providing over 4,000 jobs.

To continue these results and economic positioning for years into the future, it is GBRA’s
mission and role to assist the area’s economy and population growth by providing high quality water
and wastewater treatment while also developing future water supplies in order to better assure the
district’s continued economic vitality.

MAJOR INITIATIVES

For the Year. GBRA’s major initiative for Fiscal Year 2018, was the provision of ample water
resources for the Guadalupe River Basin along with the planning that is necessary to permit, finance,
construct and commit additional, future supplies of water. During the year, GBRA reached an
agreement with Alliance Regional Water Authority (ARWA) to collaboratively develop a 26.8 million
gallon per day groundwater project in Caldwell and Gonzales counties and deliver to the fast growing
Interstate Highway 35 corridor. The partnership is expected to save over $60 million through the shared
use of a water treatment plant and transmission system, while each organization will construct their
own well fields. The project, which is expected to be completed in 2023, will produce groundwater
from the Carrizo Aquifer. Upon completion, GBRA will provide 15,000 acre feet per year of water to
its customers, New Braunfels Utilities, City of Lockhart, and Goforth Special Utility District. GBRA’s
construction and development costs for the project will be financing through funding from the Texas
Water Development Board. GBRA continues to actively explore other potential water supplies,
evaluating its existing water rights, and exploring initiatives for storing water during times of drought
or low flow.

From an operational perspective, in many respects Fiscal Year 2018 was reasonably routine in
serving customers and stakeholders with high quality services. However, the remnants of Hurricane
Harvey, which reached the Texas coastline days before the start of Fiscal Year 2018, affected the Port
Lavaca and Coleto Creek operations as wind and storm damage was sustained. Operations were
restored as quickly as possible. GBRA is continuing to provide documentation and other information
to finalize related insurance claims.

In 2018, repair work began on ten of fifteen spillgates at hydroelectric dams in Guadalupe and
Gonzales counties. These gates were initially installed in the 1920’s which creates challenges for
ongoing operations. Repairs will continue into 2019. One of the two spillgates at Lake Wood in
Gonzales County was damaged in 2016 and is in need of total replacement. Engineering design for
that replacement is ongoing while funding from local, state, and federal sources is continuing to be
explored for construction.

For the Future. As noted above, GBRA’s efforts to ensure adequate water supplies have
complemented the work of the Texas State Legislature. Emanating from the 1997 Legislative Session
was a new State Water Policy labeled Senate Bill One (SB1). One of the principal provisions of that
new water plan was the establishment of regional water planning areas and the development of
“updated” water plans every five years. GBRA has been actively involved in and helps to underwrite
the administrative costs of the South Central Texas Regional Water Planning Group which is charged



with developing an updated fifty-year water plan for this area of Texas. While a new state water plan
was approved and adopted in 2017 by the Texas Water Development Board, the regional planning
group continues to update projected future water demands and the water supply projects that are
anticipated to meet those demands for the next state water plan. The current plan includes several
major water supply projects within the Guadalupe River Basin that will require GBRA’s future
participation.

It is incumbent on both GBRA and the regional water planning group to continue to study and
ultimately implement various water supply projects in order to meet the water demands of the rapidly
growing population of the Guadalupe River Basin.

In addition to efforts focused on future water supply alternatives, GBRA also worked to ensure
existing water supplies are used efficiently and wisely. GBRA actively worked with water users and
local governments located within the Basin to educate them on water conservation efforts. GBRA also
worked closely with the Edwards Aquifer Authority, Guadalupe Basin Coalition, and the Edwards
Aquifer Recovery Implementation Group to ensure the Edwards aquifer was managed effectively and
in accordance with state law thereby ensuring adequate springflow into the Guadalupe and San Marcos
Rivers.

In an effort to prepare for future capital needs, GBRA is implementing an asset management
program. The majority of GBRA’s assets have been in operation for many years. The primary goal of
the asset management program will be to develop a risk-based model to prioritize necessary capital
improvements. The program will support the development of a comprehensive long-term capital
improvement plan, improve field data collection approaches, increase efficiency in generating reports
on operations, and develop a dashboard for quicker access to information through the installation of a
computer maintenance management system.

FINANCIAL INFORMATION

Management of GBRA 1is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of GBRA are protected from loss, theft or misuse and to
ensure adequate accounting data is compiled to allow for the preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. The internal
control structure is designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed
the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and
judgments by management. As demonstrated by the statements and schedules included in the financial
section of this report as well as the Management, Discussion and Analysis, GBRA continues to meet
its responsibility for sound financial management. GBRA recommends readers pay close attention to
each section of this report including the oversight review provided by the Management, Discussion and
Analysis in order to have a thorough understanding of GBRA, its activities, financial position and
results of operations.

In addition to other internal controls, GBRA also maintains budgetary controls. The objective
of these budgetary controls is to ensure compliance with contractual provisions and to properly manage
resources. Since GBRA does not have the power of taxation, there is no appropriated budget or
encumbrance accounting system nor any legal requirement to include comparative budget to actual
expenditure statements in this report. Nevertheless, the GBRA staff diligently prepares the Annual
Work Plan and Budget to assure projects are prioritized and the use of funds is effective and efficient.



GBRA'’s financial policies and the resulting rates and financial structure provide support to
the management and decision making of the organization. Since GBRA is not a taxing district, it must
rely solely upon the service rates that are adopted and the customer revenue that is generated to support
GBRA’s projects and operations. One strategy that GBRA has adopted through the years to mitigate
the volatility of its revenue stream is to diversify operations. One group of operations are “rate-based”
and these operations are structured in such a way that financial gains and losses may result. A second
group of operations are “contract-based” and these operations are structured to yield an exact cost of
service to customers with no corresponding financial gain or loss to GBRA. This strategy has allowed
GBRA to expand its operations through the years, meet its legislative mandate of providing water and
wastewater services, mitigate financial risk, while still accumulating the financial reserves important
to any viable organization. Another rate strategy that GBRA has employed is the requirement of a debt
coverage factor on all bond issuances that are of a regional, multi-customer nature. This coverage
factor has allowed GBRA to expand its financial reserves and position the organization to better
assimilate the monetary impacts of natural disasters, unscheduled repair projects, and any customer
defaults while also providing funds for new project start up. These strategies have been particularly
useful during GBRA’s history and growth.

OTHER INFORMATION

Independent Audit. Section 50.371 of the Texas Water Code requires an annual audit of the
GBRA's accounting records by the state auditor or by an independent certified public accountant
selected by the Board of Directors. The firm of Baker, Tilly, Virchow, Krause LLP was selected by
the Board for the 2018 fiscal year. We appreciate their professionalism, timeliness and assistance in
completing this report. Copies of this report will be filed with the TCEQ, State Comptroller, State
Auditor, the county clerk of each county within the GBRA district as well as many other information
repositories located throughout the State.

Awards. The Government Finance Officers Association of the United States and Canada
(GFOA) awarded the Certificate of Achievement for Excellence in Financial Reporting to GBRA for
its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended August 31, 2017. The
Certificate of Achievement is a prestigious national award recognizing conformance with the highest
standards for preparation of state and local government financial reports.

In order to be awarded a Certificate, a government unit must publish an easily readable and
efficiently organized CAFR, whose contents conform to program standards. Such a CAFR must satisfy
both accounting principles generally accepted in the United States of America and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. GBRA has received
a Certificate for the last 44 consecutive years (Fiscal Years 1974-2017). We believe our current report
continues to conform to the Certificate of Achievement program requirements.

Acknowledgments. We congratulate our employees for another successful year of operation.
Without their dedication and professionalism, we could not have provided the high level of service to
the residents of the GBRA service area. The preparation of the CAFR on a timely basis was made
possible by the dedicated efforts of the accounting department and public communications department.
Each member has our sincere appreciation for the contributions made in the preparation of this report.
In closing, we would be remiss to not recognize the leadership and support each GBRA Director has
provided to the staff and this organization.



Without that leadership, another successful year and the preparation of this report would not have been

possible. We thank you for your dedicated public service.

Sincerely,

Kevin Patteson

General Manager/CEO

Susan Hubbert, CPA
Deputy CFO — Accounting & Purchasing

Randy Staats, CPA
Executive Manager of Finance/CFO

Spudm Tone

Sandra Terry
Deputy CFO — Finance & Administration
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Guadalupe-Blanco River Authority

Report on the Financial Statements

We have audited the accompanying financial statements of Guadalupe-Blanco River Authority, as of and for the
year ended August 31, 2018, and the related notes to the financial statements, which collectively comprise the
Guadalupe-Blanco River Authority'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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free 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 auditors’ 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 over financial reporting relevant to the
Guadalupe-Blanco River Authority'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 Guadalupe-Blanco River Authority'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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Guadalupe-Blanco River Authority as of August 31, 2018, and the respective changes in financial
position and cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

an independent member of
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Prior Period Financial Statements

The financial statements of Guadalupe-Blanco River Authority as of August 31, 2017, were audited by other
auditors whose report dated December 13, 2017, expressed an unmodified opinion on those statements.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management
discussion and analysis, the schedule of changes in the employer’s net pension liability and related ratios, and
schedule of employer contributions to 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 Supplemental Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The
other supplemental information as listed in the table of contents are presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
supplemental information is fairly stated in all material respects in relation to the financial statements as a
whole.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
introductory and statistical sections as identified in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information has not been subjected
to the auditing procedures applied in the audit of the basic financial statements, and accordingly, we express no
opinion or provide any assurance on it.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have issued our report dated December 12, 2018 on
our consideration of the Guadalupe-Blanco River Authority's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Guadalupe-Blanco River Authority’s internal control
over financial reporting and compliance.

Austin, Texas
December 12, 2018
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Management Discussion and Analysis
For the Years Ended August 31, 2018 and 2017 -
Unaudited

The Guadalupe-Blanco River Authority’s (GBRA) financial statements are presented within the
financial section of this Comprehensive Annual Financial Report (CAFR). The components of the
basic financial statements include this Management Discussion and Analysis (MD&A), the Basic
Financial Statements, Required Supplemental Information and Other Supplementary Information.

The MD&A, as Required Supplemental Information, introduces the basic financial statements and
provides an analytical overview of GBRA’s financial activities. GBRA implemented the
provisions of the Government Accounting Standards Board Statement Number 34 (GASB 34) in
2002 and as such, the MD&A that follows presents a comparison of each of the last three years.

Overview of the Basic Financial Statements

GBRA was created in 1933 as a political subdivision of the State of Texas and structured as a
conservation and reclamation district under Article 16, Section 59 of the Texas Constitution.
GBRA’s principal functions are to control, store, preserve, and distribute the waters of the
Guadalupe River Basin for all useful purposes within the ten county district that GBRA serves. In
meeting these principal functions, GBRA does not have the power of taxation and instead must
rely upon user fees to provide these services.

GBRA'’s financial statements consist entirely of one enterprise fund because of the nature of
GBRA’s activities, the reliance upon user fees, and the fact that GBRA does not have any separate
component units to report. The major features of enterprise fund reporting are:

> Scope — All GBRA activities are included in the enterprise fund, the reporting format of
which is similar to private businesses.

» Required Financial Statements — The financial statements prepared for the enterprise
fund include a Statement of Net Position; Statement of Revenues, Expenses and Changes
in Net Position; Statement of Cash Flows; and Notes to the Financial Statements.

» Accounting Basis and Measurement Focus — Accrual accounting and economic
resources focus are utilized.

> Type of Asset/Liability Information — The enterprise fund reports all current and long-
term assets and liabilities, both financial and capital.

> Type of Inflow/Outflow Information — The enterprise fund records all revenues and
expenses during the year, regardless of when the cash is received from the revenue or when
the cash is paid for the expense.

22



Condensed Financial Information

The financial statements are designed to provide readers with a broad overview of GBRA’s
financial position. The Statement of Net Position presents information on all of GBRA’s Assets
and Deferred Outflows of Resources as well as GBRA’s Liabilities and Deferred Inflows of
Resources. The difference between these two groups of accounts is then reported as Net Position.
Over time, increases or decreases in Net Position may serve as a useful indicator of whether the
financial position of GBRA is improving or deteriorating. In Fiscal Years 2018, 2017, and 2016
respectively, Assets and Deferred Outflows of Resources exceeded Liabilities and Deferred
Inflows of Resources by $95,297,220; $89,368,405; and $80,257,492. The following graph
depicts the growth in Net Position.
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Between FY 2018 and FY 2017, and between FY 2017 and FY 2016 Net Position amounts
increased $5,928,815 and $9,110,913 respectively, which indicates a continued improvement in
GBRA'’s financial position. The single most significant reason for this increase in Net Position is
positive operating results that have averaged $6,925,985 per year during the period. This has been
further demonstrated in an increase of $11,712,869 in Cash, Cash Equivalents, and Unrestricted
Investments during the period. Starting in 2015, GASB Statement 68 requires that governmental
organizations recognize in their financial statements any Unfunded Actuarial Accrued Liability
associated with a defined benefit pension plan. GBRA recorded in FY 2018, FY 2017 and FY
2016 respectively a Net Pension Liability of $4,958,180; $7,716,205; and $6,588,043. Disclosure
requirements that further explain GBRA’s pension plan and the requirements of GASB 68 are
found in Footnote C and Required Supplemental Information.
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The following table presents a Condensed Statement of Net Position for August 31, 2018, 2017,
and 2016:

GUADALUPE-BLANCO RIVER AUTHORITY
STATEMENT OF NET POSITION
AUGUST 31, 2018, 2017, AND 2016
ASSETS 2018 2017 2016
Current Assets
Unrestricted Assets $ 43,387,782 $ 41,077,693 $ 31,728,506
Restricted Assets 2,884,823 8,922,169 10,334,471
Long-Term Assets
Restricted Assets 12,463,506 1,353,511 2,983,782
Capital Assets, net 193,705,884 159,584,640 165,632,254
Other Assets 12,695,389 15,901,025 7,295,174
Total Assets 265,137,384 226,839,038 217,974,187
DEFERRED OUTFLOWS OF RESOURCES 1,027,254 4,080,644 3,834,731
Total Assets and Deferred Outflows of Resources $ 266,164,638 $ 230,919,682 $ 221,808,918
LIABILITIES
Current Liabilities
Payable from Current Assets $ 3,326,776 $ 4,824,044 $ 4,140,103
Payable from Restricted Assets 6,433,835 5,979,412 6,412,616
Long-Term Liabilities
Bonds,Loans Payable and Long Term Liabilities 146,335,604 114,328,208 114,754,269
Advances for Operations 458,380 571,276 521,038
Net Pension Liability 4,958,180 7,716,205 6,588,043
Total Liabilites 161,512,775 133,419,145 132,416,069
DEFERRED INFLOWS OF RESOURCES 9,354,643 8,132,132 9,135,357
NET POSITION
Net Investments in Capital Assets $ 41,767,797 $ 39,900,766 $ 45,212,346
Restricted for Debt Senice 2,911,707 3,211,119 3,258,758
Restricted for Reserves 1,769,764 1,891,227 1,579,593
Restricted for Construction 8,036,342 1,740,198 1,652,116
Restricted for Rate Stabilization 2,590,106 2,608,418 2,055,685
Unrestricted 38,221,504 40,016,677 26,498,994
Total Net Position 95,297,220 89,368,405 80,257,492
Total Liabilites, Deferred Inflows and Net Position $ 266,164,638 $ 230,919,682 $ 221,808,918

The Total Net Position amount is subdivided into an Unrestricted Net Position amount, Restricted
Net Position amounts, and a final amount described as Net Investments in Capital Assets. The
restricted Net Position amounts represent debt service payments, reserves, construction, rate
stabilization funds, or funds set forth by external restrictions.
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The following table presents a Condensed Statement of Revenues, Expenses and Changes in Net
Position for years ending August 31, 2018, 2017, and 2016:

GUADALUPE-BLANCO RIVER AUTHORITY
COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FISCAL YEARS ENDED AUGUST 31, 2018, 2017, AND 2016

OPERATING REVENUE 2018 2017 2016
Program Revenues

General Operating $ 3,174,609 $ 3,130,212 $ 3,044,658
Recreation and Land Use 1,670,381 1,653,155 1,661,061
Hydroelectric Generation 2,831,998 3,989,554 4,208,761
Water Sales, Treatment, & Distribution 40,499,420 39,820,981 38,115,128
Waste Water Treatment 6,072,296 6,248,343 6,130,200
Interfund Eliminations (4,087,359) (3,115,380) (2,943,855)

Total Operating Revenues 50,161,345 51,726,865 50,215,953

OPERATING EXPENSES
Program Expenses

General Operating 3,338,465 3,607,722 3,095,963
Recreation and Land Use 1,582,890 1,669,325 1,654,519
Hydroelectric Generation 4,924,893 4,185,833 4,213,145
Water Sales, Treatment, & Distribution 28,680,549 30,134,673 29,022,026
Waste Water Treatment 5,506,026 4,974,699 5,702,320
Interfund Eliminations (4,087,359) (3,115,380) (2,943,855)
Total Operating Expenses 39,945,464 41,456,872 40,744,118

NON OPERATING REVENUES (EXPENSES)

Grant Income 511,058 3,539,362 1,531,700
Investment Income 456,107 222,968 365,520

Gain (Loss) on Disposal of Capital Assets - 72,037 8,594
Interest Expense (4,465,634) (4,381,843) (4,387,175)

Total Non Operating Revenues (Expenses) (3,498,469) (547,476) (2,481,361)
Net Income Before Recognition of Deferrals 6,717,412 9,722,517 6,990,474
Costs (Revenue) to be Recognized in Future Years (788,597) (611,604) (1,252,246)
Change in Net Position 5,928,815 9,110,913 5,738,228
Net Position September 1, 2017 and 2016 and 2015 89,368,405 80,257,492 74,519,264
Net Position August 31, 2018 and 2017 and 2016 $ 95,297,220 $ 89,368,405 $ 80,257,492

As stated above, changes to GBRA’s Net Position is one measure of whether GBRA’s financial
position is improving or not. The increases in Net Position for Fiscal Years 2018, 2017, and 2016
of $5,928,815; $9,110,913; and $5,738,228 are indicative of strong financial performance and a
stable financial position.

Program Revenues between FY 2016 and FY 2017 increased approximately $1,510,912. This was
primarily the result of an increase in water sales of approximately $1.7 million. Program revenues
decreased approximately $1.5 million between FY 2017 and FY 2018 primarily due to a decrease
in hydroelectric generation of approximately $1.3 million due to drought conditions and lower
river flows. Non-Operating Expenses decreased $1.9 million between FY 2016 and FY 2017 due
to an increase in grant revenue, while Non-Operating Expenses increased approximately $2.9
million because of decreases in grant revenue. The graph on the following page outlines the
distribution of program revenues.
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Program Expenses between FY 2016 and FY 2017 increased approximately $712,000, primarily
due to project development costs in the Water Supply Division increasing approximately
$784,000. From FY 2017 to FY 2018, program costs decreased approximately $1.5 million due
to a decrease in project development costs of $2.7 million, partially offset by an increase in spill
gate repairs and maintenance in the Guadalupe Valley Hydroelectric Division of $1.3 million.

Capital Asset and Long-Term Debt Activity

As of August 31, 2018, 2017, and 2016 respectively, GBRA’s total investment in Long-Term
Capital Assets net of depreciation were $193,705,844; $159,584,640; and $165,632,254. These
capital assets, which are shown in the long-term asset section of GBRA’s Statement of Net
Position, are comprised of a number of different types of assets. Included in this asset type are
water rights, dams, canals, water treatment plants, wastewater treatment plants, park facilities,
hydroelectric plants, pipelines, and electric transmission facilities. The amount of capital assets
recognized by GBRA decreased by 3.65% or $6,047,614 from FY 2016 to FY 2017. This was
primarily due to due to the sale of the Springs Hill Wastewater Collection System during FY 2017
and the return of the Lockhart Wastewater plant to the City of Lockhart when the bonds that were
used to build the treatment plant were fully retired in FY 2017.
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Capital assets increased from FY 2017 to FY 2018 21.38% primarily due to the purchase of the
outstanding equity interests of Texas Water Alliance LLC for $31,000,000. The underlying assets
included the ground water leases for 164 tracts of land in Gonzales County, along with 50 acres of
land, also in Gonzales County. The completion of this purchase allows the Carrizo Groundwater
Supply Project to proceed which will ultimately supply 15,000 acre-feet of water to New Braunfels
Utilities, the City of Lockhart, and Goforth Special Utility District. The graph below depicts the
increase in Long-Term Capital Assets.
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GBRA'’s long-term debt is comprised of outstanding revenue bond issues, bank loans, and a loan
from the United States Government related to the construction of Canyon Reservoir. The total
revenue bonds outstanding, exclusive of bond discounts and premiums, as of August 31, 2018,
2017, and 2016 respectively were $138,195,000; $107,995,000; and $108,465,000. Between
Fiscal Years 2016 and 2018, revenue bonds outstanding increased by a net amount of $29,730,000.
This includes the issuance in FY 2018 of $31,140,000 in General Improvement Subordinate Lien
Bonds to purchase the equity interests of Texas Water Alliance LLC and the 2017 Western Canyon
Contract Revenue Bonds issued to finance an aeration project at the Western Canyon Water
Treatment Plant.
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GBRA'’s long-term loans outstanding as of fiscal year end 2018, 2017 and 2016 respectively
amounted to $5,546,930; $6,042,597; and $6,054,591. These varying amounts represent the
annual principal repayments of the various loans.

More information on GBRA’s capital assets and long-term debt is available in footnotes to the
Basic Financial Statements. Capital asset information is presented in Footnote E and information
about GBRA’s long-term debt is available in Footnote B.

Infrastructure

GBRA recognizes all equipment and infrastructure with an original 