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ANNUAL FILING AFFIDAVIT

THE STATE OF TEXAS )
COUNTY OF WILLACY)

l, of the
(Name of Duly Authorized District Representative)

Willacy County Navigation District hereby swear, or affirm, that the District above has reviewed and

approved at a meeting of the District’s Board of Directors on the its

annual audit report for the fiscal period ended _ May 31, 2023 and that copies of the annual

audit report have been filed in the District’s office, located at 400 West Hidalgo, Raymondville, Texas
78580

(Address of the District’s Office)

This filing affidavit and the attached copy of the audit report will be submitted to the Texas Commission on
Environmental Quality to satisfy the annual filing requirements of Texas Water Code Section 49.194.

Date: , By:

(Signature of District Representative)

(Typed Name and Title of District
Representative)

Sworn to and subscribed to before me this ____ day of ,

(SEAL)

(Signature of Notary)

My Commission Expires On: ,
Notary Public in the State of Texas.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Willacy County Navigation District

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and the major fund of the
Willacy County Navigation District (the “District”), as of and for the year ended May 31, 2023, and the related notes to
the financial statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities and the major fund of the Willacy County Navigation District, as of May 31, 2023, and
the respective changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of
the District, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Emphasis of Matter

As discussed in Note 2 to the financial statements, the District recorded a prior period adjustment of $120,811 to
correct the overstatement of leases receivable and related deferred inflows of resources in prior period. Our
opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

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



Auditors’ Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards,
we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Willacy County Navigation District’s ability to continue as a going concern for a
reasonable period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, and Schedule of Revenues, Expenditures and Changes in Fund Balances — Budget and Actual - General
Fund, be presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Willacy County Navigation District’s basic financial statements. The other supplementary information is presented for
purposes of additional analysis and are 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 schedule of expenditures of state awards is presented for
purposes of additional analysis as required by the Texas Comptroller of Public Accounts, State of Texas Single Audit
Circular, and is also not a required part of 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 other
supplementary information and the schedule of expenditures of state awards are fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and other schedules but does not include the basic financial statements and our auditors’ report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express an
opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 12, 2023, on our
consideration of the Willacy County Navigation District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely 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 effectiveness of the District’s internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the District’s internal control over financial reporting and
compliance.

&lﬂ,%%v ,f‘ C&’Q’W‘v L.L.c.

Harlingen, Texas
December 12, 2023
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Willacy County Navigation District
Management’s Discussion and Analysis

As management of Willacy County Navigation District (the “District”), we offer readers of the District’s
financial statements this narrative overview of the financial activities of the District for the fiscal year ended
May 31, 2023. We encourage readers to consider the information presented here.

FINANCIAL HIGHLIGHTS

The assets of the District exceeded its liabilities and deferred inflows at the close of the most recent period
by $11,389,985 (net position), which is an increase of $1,819,947 from the prior year balances, as restated.
The increase was primarily due to large down payments received by the District for various sales of the New
Port Division lots.

The District’s General Fund reported a fund balance of $3,678,970, which increased as a result of revenues
exceeding expenditures by $329,795. When compared to the budget, actual General Fund revenues were
more than budgeted amounts. Revenues increased compared to the prior year primarily because of the
down payments received for leases on the New Port Subdivision lots. Expenditures were more than budgeted
and increased significantly compared to the prior year primarily because capital expenditures and
professional fees nearly doubling in the current year. The expenditures were related to new dredging
expenses and capital improvements for various projects.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements. The government-wide financial statements
include the Statement of Net Position and the Statement of Activities for governmental activities. These
provide information about the activities of the District as a whole and represent a long-term view of the
District’s property, obligations, and other financial matters. They reflect the flow of total economic resources
in @ manner similar to the financial reports of a business enterprise.

Fund financial statements report the District’s operations in more detail than the government-wide
statements. For governmental activities, these statements tell how services were financed in the short-term,
as well as what resources remain for future spending. They reflect the flow of current financial resources and
supply the basis for the non-appropriated budget.

The notes to the financial statements (starting on page 16) provide narrative explanations or additional data
needed for full disclosure in the financial statements.

The Statement of Net Position and the Statement of Activities

The analysis of the District’s overall financial condition and operations begins on page 8. Its primary objective
is to show whether the District is better off or worse off as a result of the year’s activities. The Statement of
Net Position includes all the District’s assets and liabilities while the Statement of Activities includes all the
revenues and expenses generated by the District’s operations during the year. These apply the accrual basis
of accounting, which is the same method used by most private sector companies.



Willacy County Navigation District
Management’s Discussion and Analysis

All of the current year’s revenues and expenses are taken into account regardless of when cash is received or
paid. All the District’s assets are reported whether they serve the current or future years. Liabilities are
considered whether they must be paid in the current or future years.

These two statements report the District’s net position and changes in it. The District’s net position (the
difference between assets, deferred inflows, and liabilities) provide one measure of the District’s financial
health or financial position. Over time, increases or decreases in the District’s net position is one indicator of
whether its financial health is improving or deteriorating. However, to assess fully the overall health of the
District; you should consider nonfinancial factors as well, such as the condition of the District facilities. In the
Statement of Net Position and the Statement of Activities, the District has one kind of activity:

Government Activities — The District’s basic services are reported here, including operating expenditures. Ad
valorem tax revenues, charges for leases, and charges for services finance these activities.

Governmental Fund

The District reports its basic services in a governmental fund. This fund uses modified accrual accounting (a
method that measures the receipt and disbursement of cash and all other financial assets that can be readily
converted to cash). The governmental fund statements provide a detailed short-term view of the District’s
general operations and the basic services it provides. We describe the relationship between governmental
activities (reported in the statement of net position and the statement of activities) and governmental funds
in the reconciliation statements, which are located on pages 13 and 15.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on net position (Table I) and changes in net position (Table Il) of the District’s
governmental activities.

Net position of the District’s governmental activities increased from $9,690,849 to $11,389,985. Unrestricted
net position —the part of net position that can be used to finance day-to-day operations without constraints
established by debt covenants, enabling legislation, or other legal requirements —was $3,799,933 at May 31,
2023.

This increase in governmental net position was the result of revenues exceeding expenses by $1,819,947.
Revenues increased from prior year due to the down payments received on leases.



Willacy County Navigation District
Management’s Discussion and Analysis

Table |
Net Position
(Restated)
2023 2022
Current and other assets $ 4,092,457 $ 3,897,017
Non-current assets 15,468,762 13,732,496
Total assets 19,561,219 17,629,513
Current liabilities 224,689 441,352
Total liabilities 224,689 441,352
Deferred inflows of resources - leases 7,946,545 7,618,123
Total deferred inflows of resources 7,946,545 7,618,123
Total liabilities and deferred inflows of resources 8,171,234 8,059,475
Net position:
Investment in capital assets 7,580,303 6,155,130
Restricted 9,749 9,583
Unrestricted 3,799,933 3,405,325
Total net position $11,389,985 $9,570,038
Table Il
Changes in Net Position
(Restated)
2023 2022
Income:
Program Revenues:
Leases $1,762,244 $1,559,858
Charges for services 55,461 54,390
Total program revenues 1,817,705 1,614,248
General revenues
Ad valorem taxes 645,140 662,355
Penalties and interest 17,903 24,159
Grant revenue 1,097,957 1,058,910
All other 262,253 269,642
Total general revenues 2,023,253 2,015,066
Expenses:
Operating expenses 2,021,011 1,665,376
Total expenses 2,021,011 1,665,376
Change in net position 1,819,947 1,963,938
Net position, June 1 9,570,038 7,606,100
Net position, May 31 $11,389,985 $9,570,038




Willacy County Navigation District
Management’s Discussion and Analysis

GENERAL FUND BUDGETARY HIGHLIGHTS
There were no budget amendments for the general fund during fiscal year 2023.

For fiscal year 2023, actual ad valorem taxes were $638,030 as compared to the budget amount of $690,000.
This was due to the District increasing the budget for ad valorem taxes as property values were projected to
increase during the year. In addition, interest revenues were budgeted for $4,000 as compared to the actual
amount of $240,872. This was due to the District not budgeting for the amount of interest revenue being
earned on GASB 87 Leases, during the current year. Grant revenues were not budgeted for as the District
does not budget for grant related revenues.

For fiscal year 2023, actual professional fees and capital expenditures exceeded budgeted amounts by
$1,678,111. This is due to the District not budgeting for dredging expenses and also not anticipating the
significant amount of construction activity in the current year. Overall, total actual expenditures were
$3,453,259 as compared to the budget amount of $1,899,987.

CAPITAL ASSETS
At May 31, 2023, the District had approximately $7,580,303 invested in capital assets.

Major additions and construction in progress in 2023:

Rider 38 Project $1,062,739
Harbor Office Chain Link Fence 50,416
2023 Chevy Silverado 47,820

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The District’s elected and appointed officials considered many new factors with regard to the fiscal year 2023
budget. The District continues to actively pursue the sale of leaseholds of New Port Subdivision lots to fund
operations.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

The financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the District’s finances and to show the District’s accountability for the money it receives. If you
have a question about this report or need additional financial information, contact the District Administration
Office, at 400 West Hidalgo Ave., Raymondville, Texas 78580.
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Willacy County Navigation District
Governmental Fund Balance Sheet and
Statement of Net Position

General Statement of
May 31, 2023 Fund Adjustments Net Position
Assets
Current assets:
Cash and cash equivalents $ 3,587,401 S - $ 3,587,401
Accounts receivable - leases 263,647 - 263,647
Accounts receivable - tax collector 6,280 - 6,280
Accounts receivable - Misc. 4,030 - 4,030
Accounts receivable - grants 121,707 - 121,707
Ad valorem taxes receivable 145,549 - 145,549
Allowance for uncollectible taxes (39,837) - (39,837)
Due from Port Mansfield Public Utility District 3,680 - 3,680
Total current assets 4,092,457 - 4,092,457
Non-current assets:
Restricted assets
Cash and cash equivalents 9,749 - 9,749
Accounts receivable - leases 7,878,710 - 7,878,710
Capital assets
Construction in progress - 3,014,180 3,014,180
Land and site preparation - 526,656 526,656
Equipment (net of depreciation) - 398,429 398,429
Marine equipment (net of depreciation) - 42,809 42,809
Structures and improvements (net of depreciation) - 3,532,613 3,532,613
Water rights - 65,616 65,616
Total non-current assets 7,888,459 7,580,303 15,468,762
Total assets $ 11,980,916 $ 7,580,303 $ 19,561,219
Liabilities
Current liabilities:
Accounts payable S 197,177 S - S 197,177
Accrued expenses 2,597 - 2,597
Deposits 1,479 - 1,479
Compensated absences - 23,436 23,436
Total current liabilities 201,253 23,436 224,689
Total liabilities 201,253 23,436 224,689
Deferred inflows of resources
Leases 7,946,545 - 7,946,545
Unavailable revenue grants 50,794 (50,794) -
Unavailable revenue ad valorem taxes 103,354 (103,354) -
Total deferred inflows of resources 8,100,693 (154,148) 7,946,545
Fund balances
Restricted for airport funds 9,749 (9,749) -
Committed 557,249 (557,249) -
Unassigned 3,111,972 (3,111,972) -
Total fund balances 3,678,970 (3,678,970) -
Total liabilities, deferred inflows of resources, and fund balances $ 11,980,916
Net position
Investment in capital assets 7,580,303 7,580,303
Restricted for airport funds 9,749 9,749
Unrestricted 3,799,933 3,799,933
Total net position $ 11,389,985 $ 11,389,985

The accompanying notes are an integral part of this financial statement.
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Willacy County Navigation District
Reconciliation of the Governmental Fund Balance

Sheet to the Statement of Net Position
May 31, 2023

Total governmental fund balances S 3,678,970

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in governmental funds. 7,580,303

Other long-term assets are not available to pay for current-period
expenditures and therefore are reported as unavailable in the funds for
delinquent property taxes ($103,354) and grant revenues ($50,794). 154,148

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds for
compensated absences ($23,436). (23,436)

Net position of governmental activities S 11,389,985

The accompanying notes to the financial statements are an integral part of this financial statement.
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Willacy County Navigation District
Statement of Governmental Fund Revenues, Expenditures, and
Changes in Fund Balances and Statement of Activities

General Statement of
For the year ended May 31, 2023 Fund Adjustments Activities
Expenditures/expenses:
Payroll and related expenditures 758,371 (7,075) 751,296
Professional fees 414,110 - 414,110
Consumable supplies and materials 163,732 - 163,732
Recurring operating expenditures 340,045 - 340,045
Capital expenditures 1,777,001 (1,777,001) -
Depreciation - 351,828 351,828
Total expenditures/expenses 3,453,259 (1,432,248) 2,021,011
Program revenues:
Charges for services:
Debris Fees 34,825 - 34,825
Boat stall utilities 15,621 - 15,621
Aviation sales 5,015 - 5,015
Lease revenue 1,762,244 - 1,762,244
Total program revenues 1,817,705 - 1,817,705
Net Program Expense 1,635,554 (1,432,248) 203,306
General Revenues:
Ad valorem taxes 638,030 7,110 645,140
Penalties and interest 17,903 - 17,903
Grant revenue 1,047,163 50,794 1,097,957
Miscellaneous revenues 21,381 - 21,381
Interest revenue 240,872 - 240,872
Total general revenues 1,965,349 57,904 2,023,253
Excess (deficiency) of revenues over (under) expenditures 329,795 1,490,152 1,819,947
Net change in fund balance 329,795 (329,795) -
Change in net position - 1,819,947 1,819,947
Fund balances/net position - beginning of year 3,469,986 6,220,863 9,690,849
Prior period adjustment (120,811) - (120,811)
Fund balances/net postion- beginning of year, as restated 3,349,175 6,220,863 9,570,038
Fund balances/net position - end of year 3,678,970 S 7,711,015 S 11,389,985

The accompanying notes to the financial statements are an integral part of this financial statement.
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Willacy County Navigation District

Reconciliation of Governmental Fund Statement of Revenues
Expenditures and Changes in Fund Balances to the
Statement of Activities

For the year ended May 31, 2023

Total net change in fund balances - governmental funds

Current year capital outlays are expenditures in the fund financial statements,

but they are shown as increases in capital assets in the statement of net position. The
net effect of removing 2023 capital outlays is to increase net position. Capital outlay
expenditures funded with grants was $1,062,739 while other capital outlay amounted to
$714,262.

Depreciation is not recognized as an expense in governmental funds since it
does not require the use of current financial resources. The net effect of the
current year's depreciation is to decrease net position.

Other reclassifications are necessary to convert from the modified accrual

basis of accounting to the accrual basis accounting. This includes

recognizing deferred inflows of resources as income, adjusting current year

income to show the income earned from the current year's tax levy $7,110,
recognizing revenues associated with grant revenues in the amount of $50,794, and
recognizing the liabilities associated with compensated absences $7,075.

The net effect of these reclassifications and recognitions is to increase net position.

$

329,795

1,777,001

(351,828)

64,979

Change in net position of governmental activities

s

1,819,947

The accompanying notes are an integral part of this financial statement.
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Willacy County Navigation District
Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNT POLICIES

The Willacy County Navigation District (“the District”) was created by action of the voters of the Districtin an
election held on February 14, 1948. The District acquired approximately 1,760 acres of land immediately
surrounding the port facilities prior to March 31, 1950, by instituting condemnation proceedings. During
1957 the District completed the purchase of 3,117.84 acres of submerged land in the port area from the
State of Texas. Improvements in the District have been made over the years and include port facilities, a
channel across Padre Island to the Gulf of Mexico, a 3,200 foot lighted airstrip, harbor improvements and
boat stalls. Improvements were financed by bond issues which have all been retired and also through federal
work projects. In the early 1960s, the U.S. government assumed the maintenance of the jetties, channel,
harbor and maintenance aids after completing a significant improvement project. Other improvements
made by the District over the years include a seafood processing plant, water and sewer system
improvements which have been leased to the Port Mansfield Public Utility District under the terms of a 50
year lease, and additional improvements to the small craft basin, boat ramp, and boat stalls. The District
owns the land within its boundaries so all businesses and residences that exist within the District pay lease
revenue annually which is the primary source of revenue for the District.

Reporting Entity

The Board of Navigation and Canal Commissioners (Board), a five member group consisting of one at large
member who serves as chairman and four members elected from precincts, is the level of government which
has governance responsibilities over all activities within the jurisdiction of the Willacy County Navigation
District. Local fundingis derived primarily from property taxes (maintenance), lease revenues, and interest
earned on invested cash. The Board is not included in any other governmental “reporting entity” as defined
in Section 2100 Codification of Governmental Accounting and Financial Reporting Standards, since Board
members are elected by the public, have decision making authority, the power to designate management,
the responsibility to influence significant operations and primary accountability for fiscal matters. The
District does not include the financial statements of any other entity as a component unit. The accounting
policies of the District conform to generally accepted accounting principles (GAAP) as applied to
governmental units. The more significant accounting policies used by the District are described below.

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 of the nonfiduciary activities of the District. Governmental revenues are
supported by taxes, intergovernmental revenues, and other nonexchange transactions and rely to a
significant extent on fees and charges to external customers for support.

The District engages in a single governmental program which allows the fund financial statements and the
government-wide statements to be combined. As such, the District’s financial statements include the
governmental fund column followed by an adjustments column which reconciles the amounts by individual
accounts reported in the governmental funds to the accrual basis of accounting as shown on the Statement
of Net Position.

-15-



Willacy County Navigation District
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses, by natural classification,
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
classification. Revenues include lease revenue, charges for services, property tax and related revenues, grant
revenue, and miscellaneous revenues.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

The governmental fund 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 revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences, and claims
and judgments, are recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt and acquisitions under capital leases are
reported as other financing sources.

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

Government-Wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated. The
adjustments column incorporates data from governmental funds.
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Willacy County Navigation District
Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Financial Statements

The fund financial statements provide information about the District’s financial condition and results of the
operations for the general fund, the District’s only fund. Government resources in the fund financial
statements are allocated to, and accounted for the purpose of, carrying on specific activities in accordance

with laws, regulations, or other appropriate requirements.

The District reports the following governmental funds: The General Fund is the District’s only operating fund.
It accounts for all financial resources of the general government.

Budgetary Information

Budgetary basis of accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
General Fund. The appropriated budget is prepared by individual revenue/expenditure accounts. The
Executive Director may make transfers of appropriations within revenue and expenditure accounts. Transfers
of appropriations between accounts require the approval of the Board. The legal level of budgetary control
(i.e., the level at which expenditures may not legally exceed appropriations) is at the level for total
appropriations.

Excess of expenditures over appropriations

For the year ended May 31, 2023, total expenditures exceeded total appropriations (the legal level of
budgetary control).

Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position or Equity
Cash and cash equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments, such as certificates of deposit with a maturity of 90 days or less from the date of acquisition.

Investments

The only investments held by the District are certificates of deposits which are reported at cost because they
are not transferable and they have terms that not affected by changes in market interest rates.
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Willacy County Navigation District
Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position or Equity (Continued)
Receivables and payables

Accounts receivables — Amounts due for property taxes and for lease billings that have not been collected.
Receivables relating to property taxes are shown net of an allowance for uncollectible accounts.

Allowance for uncollectible accounts — Property tax accounts receivables have been reported net of the
allowance for uncollectible accounts. An allowance for tax receivable accounts within the General Fund is
based on historical experience in collecting taxes.

Unearned revenue —Unearned revenue recorded on the governmental fund balance sheet and statement of
net position represents amounts received for lease payments before invoices are billed.

Leases

The District is a lessor for noncancellable leases of District property. The District recognizes a lease receivable
at the present value of payments expected to be received during the lease term. Subsequently, the lease
receivable is reduced by the principal portion of lease payments received. Under the lease agreements, the
District may receive variable lease payments that are dependent upon the lessee’s revenue. The variable
payments are recorded as an inflow of resources in the period the payment is received. The deferred inflow
of resources is initially measured as the initial amount of the lease receivable, adjusted for lease payments
received at or before the lease commencement date. Subsequently, the deferred inflow of resources is
recognized as revenue over the life of the lease term.

The District uses the stated rate in the lease or its estimated incremental borrowing rate as the discount rate
for the leases. The lease term includes the noncancellable period of the lease. Lease receipts included in the
measurement of the lease receivable are composed of fixed payments from the lessee. As the District
operates as a landlord port, a significant portion of operating income is derived from the District's leases;
therefore, the Port recognizes lease interest income as operating income.

The District monitors changes in circumstances that would require a remeasurement of its lease, and will
remeasure the lease receivable and deferred inflows of resources if certain changes occur that are expected
to significantly affect the amount of the lease receivable.

Restricted Assets

Certain assets of the District are classified as restricted assets on the statement of net position because their

use is limited by law through constitutional provisions or enabling legislation; or by restrictions imposed
externally by creditors, grantors, contributors or laws or regulations of other governments.
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Willacy County Navigation District
Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Restricted Assets (Continued)

Special restricted asset accounts have been established to account for the sources and uses of these limited
use assets as follows:

Airport Funds — Established in accordance with an agreement with the Texas Department of Transportation.
All airport fees and revenues are to be deposited into this account. The amount is restricted to fund
expenditures for the airport.

Capital Assets

Capital assets, which include land and site preparation, equipment, marine equipment, and structures and
improvements assets (e.g. roads, bridges, docks, and similar items), are reported in the applicable
governmental column in the government-wide financial statements. Capital assets, except for water rights,
are defined by the District as assets with an initial, individual cost of more than $5,000 and an estimated
useful life in excess of five years.

In the case of the initial capitalization of general structures and improvements assets (i.e., those reported by
governmental activities), the District chose to include all such items regardless of their acquisition date or
amount. As the District constructs or acquires additional capital assets each period, including structures and
improvements assets, they are capitalized and reported at historical cost. The reported value excludes
normal maintenance and repairs which are essentially amounts spent in relation to capital assets that do not
increase the capacity or efficiency of the item or increase its estimated useful life. Donated capital assets are
recorded at their estimated acquisition value at the date of donation.

Land and water rights are not depreciated. All other assets are depreciated using the straight line method
over the following estimated useful lives:

Estimated

Assets Class Useful Lives
Structures and improvements 20-50
Equipment 5-15
Marine equipment 5-15

Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The District has three items that qualify for reporting as
deferred inflows of resources — property taxes, leases, and grants. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available.
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Willacy County Navigation District
Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Compensated Absences

The District’s policy permits employees to accumulate earned but unused vacation benefits, which are
eligible for payment upon separation from government service. The liability for such leave is reported as
incurred in the government-wide financial statements. A liability for those amounts is recorded in the
governmental funds only if the liability has matured as a result of employee resignations or retirements. The
liability for compensated absences includes salary-related benefits, where applicable. Accumulated sick leave
lapses when employees leave the employ of the City and, accordingly upon separation from service, no
monetary obligation exists. Upon an employee’s termination of employment with the District, only the
employee’s accrued vacation balance is paid out and it is paid out at 100%.

It is the District’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. Employees with less than five years of service with the District earn 3.08 hours of paid vacation time
per pay period. Employees with over five years of service earn 4.62 hours of paid vacation time per pay
period.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities statement of net position. Bond premiums and
discounts are deferred and amortized over the life of the bonds and is recorded as an adjustment to interest
expense. Bonds payable are reported net of the applicable bond premium or discount. In accordance with
GASB Codification Section 130: Interest Costs — Imputation, bond issuance costs are expensed in the period
incurred except for prepaid insurance costs.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses.

Categories and Classification of Fund Equity

Net position flow assumption — Sometimes the District will fund outlays for a particular purpose from both
restricted (e.g., restricted bond or grant proceeds) and unrestricted resources. In order to calculate the
amounts to report as restricted — net position and unrestricted — net position in the government-wide
financial statements, a flow assumption must be made about the order in which the resources are considered
to be applied. It is the District’s policy to consider restricted — net position to have been depleted before
unrestricted — net position is applied.

Fund balance flow assumptions —Sometimes the District will fund outlays for a particular purpose from both
restricted and unrestricted resources (the total of committed, assigned, and unassigned fund balance).
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Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Categories and Classification of Fund Equity (Continued)

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

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

The provisions of GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions,
specifies the following classifications:

Nonspendable fund balance — Nonspendable fund balances are amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.

Restricted fund balance — Restricted fund balances are restricted when constraints placed on the use of
resources are either: (a) externally imposed by creditors, grantors, contributors, or laws or regulations of
other governments; or (b) imposed by law through constitutional provisions or enabling legislation.

Committed fund balance — The committed fund balance classification includes amounts that can be used only
for the specific purposes determined by a formal action of the District’s highest level of decision-making
authority. The Board of Directors is the highest level of decision-making authority for the District that can, by
adoption of a resolution prior to the end of the fiscal year, commit fund balance. Once adopted, the
limitation imposed by the ordinance remains in place until a similar action is taken (the adoption of another
resolution) to remove or revise the limitation.

Assigned fund balance — Amounts in the assigned fund balance classification are intended to be used by the
District for specific purposes but do not meet the criteria to be classified as committed. The Board of
Directors have by resolution authorized the Executive Director to assign fund balance. The Board may also
assign fund balance as it does when appropriating fund balance to cover a gap between estimated revenue
and appropriations in the subsequent year’s appropriated budget. Unlike commitments, assignments
generally only exist temporarily. In other words, an additional action does not normally have to be taken for
the removal of an assighment. Conversely, as discussed above, an additional action is essential to either
remove or revise a commitment.

Unassigned fund balance — Unassigned fund balance is the residual classification for the General Fund.
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Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenues and Expenditures/Expenses

Property taxes — Property taxes attach as an enforceable lien on real property and are levied as of October
1st. Taxes are due on receipt of the tax bill and are delinquent if not paid before February 1 of the year
following the year in which imposed. On January 1 of each year, a tax lien attaches to property to secure the
payment of all taxes, penalties, and interest ultimately imposed. The tax rate assessed was .088100 per $100
of valuation for the year ended May 31, 2023.

Program revenues and expenses — Program revenues and expenses generally result from providing services
and producing and delivering goods in connection with the District’s principal ongoing operations. The
principal program revenues of the General Fund are lease revenues, charges for services, grant revenues,
miscellaneous revenues, and interest income. Expenses include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

Encumbrances

Encumbrance accounting which uses purchase orders, contracts and other commitments for the
expenditures of resources is not utilized in the Governmental Fund of the District. Expenditures are
recognized when the goods purchased are received or when the services have been performed.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make various estimates. Actual results could differ from those estimates.

Subsequent Events
Management has evaluated subsequent events through the date that the financial statements were available
to be issued, December 12, 2023 and determined there were no events that occurred that required

disclosure. No subsequent events occurring after this date have been evaluated for inclusion in these
financial statements.
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Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued and Implemented Accounting Pronouncements
In the Fiscal Year 2023 the District implemented the following pronouncements.

In May 2020, the GASB issued GASB Statement No. 96, Subscription-Based Information Technology
Arrangements. This Statement provides guidance on the accounting and financial reporting for subscription based
information technology arrangements (SBITAs) for government end users (governments). This Statement (1)
defines a SBITA; (2) establishes that a SBITA results in a right-to-use subscription asset—an intangible asset—and
a corresponding subscription liability; (3) provides the capitalization criteria for outlays other than subscription
payments, including implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the
extent relevant, the standards for SBITAs are based on the standards established in Statement No. 87, Leases, as
amended. The requirement of this Statement had no impact on the financial statements.

The Governmental Accounting Standards Board has issued statements that will become effective in future years.

GASB Statement No. 101, Compensated Absences, The objective of this Statement is to better meet the
information needs of financial statement users by updating the recognition and measurement guidance for
compensated absences. That objective is achieved by aligning the recognition and measurement guidance under a
unified model and by amending certain previously required disclosures. The requirements of this Statement are
effective for fiscal years beginning after December 15, 2023, and all reporting periods thereafter.

GASB Statement No. 100, Accounting Changes and Error Corrections, This Statement establishes accounting and
financial reporting requirements for (a) accounting changes and (b) the correction of an error in previously issued
financial statements (error correction). This Statement defines accounting changes as changes in accounting
principles, changes in accounting estimates, and changes to or within the financial reporting entity and describes
the transactions or other events that constitute those changes. This Statement prescribes the accounting and
financial reporting for (1) each type of accounting change and (2) error corrections. This Statement requires that
(a) changes in accounting principles and error corrections be reported retroactively by restating prior periods, (b)
changes to or within the financial reporting entity be reported by adjusting beginning balances of the current
period, and (c) changes in accounting estimates be reported prospectively by recognizing the change in the
current period. This Statement requires disclosure in notes to financial statements of descriptive information
about accounting changes and error corrections, such as their nature. In addition, information about the
guantitative effects on beginning balances of each accounting change and error correction should be disclosed by
reporting unitin a tabular format to reconcile beginning balances as previously reported to beginning balances as
restated. Furthermore, this Statement addresses how information that is affected by a change in accounting
principle or error correction should be presented in required supplementary information (RSI) and supplementary
information (Sl). The requirements of this Statement are effective for accounting changes and error corrections
made in fiscal years beginning after June 15, 2023, and all reporting periods thereafter.

The District is evaluating the requirements of the above statements and the impact on reporting.
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Notes to the Financial Statements

NOTE 2: PRIOR PERIOD ADJUSTMENT

During the current year, management discovered a financial statement error that caused an overstatement
of previously reported fund balance and net position reported in the governmental fund and government-
wide statements, respectively. The error primarily related to the overstatement of recorded lease
receivables, deferred inflows of resources- leases, and lease revenue amounts due to the incorrect
measurement of the present value of future lease payments and the incorrect amortization of deferred
inflows of resources. The effect on both the governmental fund balance and government-wide net position
totaled $120,811.

NOTE 3: DETAILED NOTES ON ALL FUNDS

Deposits and Investments

The District’s deposits, including certificates of deposits, were fully insured or collateralized as required by
the state statutes at May 31, 2023. At year-end, the respective bank balance totaled $3,513,525.90. Of the
total bank balance, $250,000 of the District’s bank balances is covered by federal depository insurance (FDIC).
The remainder was covered by collateral with a value of $3,570,274.70. The collateral was held at third party
banks (safekeeping banks) in the District’s name under a joint safekeeping agreement between various banks
and the District.

Custodial credit risk - State law requires governmental entities to contract with financial institutions in which
funds will be deposited to secure those deposits with insurance or pledged securities with a fair value
equaling or exceeding the amount of deposits at the end of each business day. The pledged securities must
be in the name of the governmental entity and held by the entity or its agent. The District’s deposit balance
was fully collateralized all year and as a result, the District believes it has no custodial credit risk for deposits.

Interest rate risk — Interest rate risk is the possibility that interest rates will rise and reduce the fair value of
an investment. To limit the risk that changes in interest rates will adversely affect the fair value of
investments, the District requires investments to have maturities of less than one year on a weighted average
maturity basis.

Credit risk — Section 150: Investments of the GASB Codification requires that governments provide
information about credit risk associated with their investments by disclosing the credit rating of investments
in debt securities as described by nationally recognized statistical rating organizations. To limit the risk that
an issuer or other counterparty to an investment will not fulfill its obligation, the District limits investments
to certificates of deposits.

Concentration risk — Section I50: Investments of the GASB Codification requires disclosures of investments in
any one issuer that represents five percent or more of total investments, excluding investments issued or
explicitly guaranteed by the U.S government, investments in mutual funds, external investments pools and
other pooled investments. As of May 31, 2023, bank certificates of deposits represent 100% of the portfolio.
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NOTE 3: DETAILED NOTES ON ALL FUNDS (Continued)
Compliance with the Public Funds Investment Act

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas
of investment practices, management reports and establishment of appropriate policies. Among other
things, it requires a governmental entity to adopt, implement, and publicize an investment policy. That policy
must address the following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3)
allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated
maturity of portfolio investments, (7) maximum average dollar-weighted maturity allowed based on the
stated maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation
preferences for certificates of deposit.

Statutes authorize the entity to invest in (1) obligations at the U.S. Treasury, certain U.S. agencies, and the
State of Texas; (2) certificates of deposits, (3) certain municipal securities, (4) money market savings
accounts, (5) repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9)
guaranteed investment contracts, (10) and common trust funds. The Act also requires the entity to have
independent auditors perform test procedures related to investment practices as provided by the Act.
Willacy County Navigation District believes it is in substantial compliance with the requirements of the Act.

The following table sets forth the District’s cash balances as of May 31, 2023:

Cash

Unrestricted
Petty cash S 480
Cash in demand deposit at First Community Bank 3,399,881
Cash equivalents 187,040

Restricted
Cash in demand deposit at First Community Bank 9,749
Total cash $3,597,150

At May 31, 2023, Willacy County Navigation District had two certificates totaling $187,040 with an original
maturity of less than 90 days from year end; therefore, these certificates are reported in cash and cash
equivalents.
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Notes to the Financial Statements

NOTE 3: DETAILED NOTES ON ALL FUNDS (Continued)
Accounts Receivable

Lease revenues are billed on an annual or semi-annual basis. The amount of services delivered for the period
from the last billing date to May 31, 2023, is accrued at year end. The District deems all amounts collectible,
therefore an allowance for doubtful accounts is not necessary. If payments are not received from customers,
services are shut off, lease agreements are voided, and security deposits are applied against negative
balances.

All account receivables are shown net of allowances for uncollectible accounts for the District. The accounts
receivable and allowance for uncollectible accounts at May 31, 2023 were as follows:

Leases Ad Valorem Taxes  Other governments Miscellaneous Total
Receivable $ 8,142,357 S 145,549 §$ 131,667 $ 4,030 $ 8,423,603
Less: allowance for uncollectibles - (39,837) - - (39,837)
Total receivables $ 8,142,357 $ 105,712 S 131,667 S 4,030 S 8,383,766

There are no other reserves for receivables recorded by the District as of May 31, 2023.
Capital Assets

The following is a summary of changes in capital assets during the year ended May 31, 2023:

June 1, May 31,
2022 Additions Deletions 2023
Governmental activities
Land and site preparation S 526,656 S - S - S 526,656
Structures and improvements 11,403,606 77,955 - 11,481,561
Equipment 1,307,199 150,320 - 1,457,519
Marine equipment 112,127 - - 112,127
Water rights 65,616 - - 65,616
Construction in progress 1,465,454 1,548,726 - 3,014,180
Total at historical cost 14,880,658 1,777,001 - 16,657,659
Less accumulated depreciation for:
Structures and improvements (7,686,525) (262,423) - (7,948,948)
Equipment (980,489) (78,601) - (1,059,090)
Marine equipment (58,514) (10,804) - (69,318)
Total accumulated depreciation (8,725,528) (351,828) - (9,077,356)
Governmental activities
Capital assets, net S 6,155,130 $§ 1,425,173 S - S 7,580,303
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NOTE 3: DETAILED NOTES ON ALL FUNDS (Continued)
Long-Term Debt and Liabilities

Changes in compensated absences for the period ending May 31, 2023 are as follows:

Beginning Ending
Balance Balance
6/1/2022 Additions Retirements 5/31/2023
Governmental activities:
Compensated absences S 30,511 S 2,538 S (9,613) S 23,436
Total compensated absences S 30,511 S 2,538 S (9,613) S 23,436

Compensated absences for the year ended May 31, 2023 amount to $23,436 which will be liquidated in
future periods primarily by the General Fund for governmental activities.

NOTE 4: DEFINED CONTRIBUTION PLAN

The District provides pension benefits for all of its full-time employees through a defined contribution plan. In
a defined contribution plan, benefits depend solely on amounts contributed to the plan and investment
earnings. Employees are eligible to participate after completing approximately one year’s service. The
District contributes 5% of the employee’s base salary each month. Contributions to the plan for the year
ended May 31, 2023 were $23,587.

NOTE 5: RELATED ORGANIZATION

The District’s officials are also responsible for appointing the members of the board of the Port Mansfield
Public Utility District, but the District’s accountability for this organization does not extend beyond making
the appointments. The District does not provide funding, has no obligation for any debt issued by the Port
Mansfield Public Utility District, and cannot impose its will on the Port Mansfield Public Utility District.
However, the District processes payroll for Port Mansfield Public Utility District who remits a portion back to
the District based on the employee’s percentage allocation as determined by management.

The water facilities originally constructed by the District were leased to the Port Mansfield Public Utility
District under the terms of a fifty year lease executed June 14, 1978.
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NOTE 6: 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; injuries to employees; and natural disasters.

The District is not part of windstorm or hail insurance as they have their own self-funded insurance set aside
as noted in Note 8.

The District is a member of the Texas Municipal League Intergovernmental Pool, a joint self-insurance pool of
Texas Political Subdivisions, which provides workers’ compensation coverage and liability and property
damage for the District based upon a sharing of risks among members of the pool.

The District continues to carry commercial insurance for the risks of loss from employee dishonesty for
bonding of its directors. There have been no claims resulting from these risks in any of the past three fiscal
years. There has been no significant reduction in insurance coverage from coverage in the prior year.

NOTE 7: LEASES

The Willacy County Navigation District has a total of 176 commercial leases and 554 residential leases. The
agreements range from 2 years to 51 years. The interest rates are set at 3.0%. The Willacy County Navigation
District recognized $396,406 in total payments received in fiscal year 2023.

The District leases to others substantially all of its land under various lease agreements. The District
recognized $296,685 in lease revenue and $213,573 in interest revenue during the year ended May 31, 2023,
related to these leases. As of May 31, 2023, the District’s receivable for lease payments was $8,142,357. Also,
the District has a deferred inflow of resource associated with these leases that will be recognized as revenue
over the lease terms. As of May 31, 2023, the balance of the deferred inflow of resources was $7,946,545.

Future payments included in the measurement of the lease receivable as of May 31, 2023 for each of the
next five fiscal years and in five-year increments thereafter are as follows:

Years ending

May 31, Principal Interest Total
2024 S 263,647 S 293,229 S 556,876
2025 248,511 236,055 484,566
2026 252,799 228,238 481,037
2027 246,520 220,634 467,154
2028 246,129 213,217 459,346
2029-2033 1,148,558 956,633 2,105,191
2034-2038 906,985 801,317 1,708,302
2039-2043 777,477 673,814 1,451,291
2044-2048 575,413 571,699 1,147,112
Thereafter 3,476,317 1,290,922 4,767,239
Total S 8,142,357 $ 5,485,758 S 13,628,114
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NOTE 8: RESTRICTED FUND BALANCES AND NET POSITION

Restricted — Airport account — The component of fund balance that is restricted with constraints placed on
their use by the Department of Transportation. As of May 31, 2023, $9,749 was restricted for the Airport.

Committed Funds - The District established a fund in August, 2007, to self-fund insurance and receive an
approximate dollar amount of what had previously been paid for windstorm and hail insurance for the
covered boat docks B, C, D and E. These funds can be used for renovating or repairing any of the docks in the
small craft basins. The balance of this fund at May 31, 2023 is $451,237.

In prior years, the District established a reserve fund that will only be utilized in the event of an extreme
emergency or public calamity. The balance of this fund at May 31, 2023 is $106,012.

The components of net position are as follows as of May 31, 2023.

Governmental
Activities
Net Position
Investment in capital assets S 7,580,303
Outstanding debt related to capital assets -
Total Investment in capital assets 7,580,303

Restricted net position consists of the following:

Airport funds 9,749
Total restricted net position 9,749
Unrestricted net position 3,799,933
Total net position S 11,389,985

NOTE 9: COMMITMENTS AND CONTINGENCIES

The District has an active construction project as of May 31, 2023. At year-end the District commitment with
the contractor is as follows:

Expended
Estimated Through Amount
Project Costs May 31, 2023 Committed
Rider 38 Project S 2,749,890 S 2,437,473 S 312,417

This project is anticipated to be completed in the subsequent year and will be funded by the Texas
Department of Transportation on a reimbursement basis. The project is under budget and is not expected to
exceed the obligated TxDOT funding amount share of $2,919,107. The District will be responsible for 100% of
the costs, if any, that over the obligated TxDOT funding amount.
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Willacy County Navigation District

Schedule of Revenues, Expenditures, and Changes
In Fund Balances — Budget and Actual

General Fund

For the Year Ended May 31, 2023

Variance
Budget Favorable
Original Final Actual (Unfavorable)
Revenues
Lease revenue S 829,000 S 829,000 S 1,762,244 S 933,244
Ad valorem taxes 690,000 690,000 638,030 (51,970)
Penalties and interest - - 17,903 17,903
Charges for services 71,000 71,000 55,461 (15,539)
Grant revenue - - 1,047,163 1,047,163
Miscellaneous revenues 39,000 39,000 21,381 (17,619)
Interest revenue 4,000 4,000 240,872 236,872
Total revenues 1,633,000 1,633,000 3,783,054 2,150,054
Expenditures
Payroll and related expenditures 821,987 821,987 758,371 63,616
Professional fees 248,000 248,000 414,110 (166,110)
Consumable supplies and materials 224,500 224,500 163,732 60,768
Recurring operating expenditures 340,500 340,500 340,045 455
Capital expenditures 265,000 265,000 1,777,001 (1,512,001)
Total expenditures 1,899,987 1,899,987 3,453,259 (1,553,272)
Excess (deficiency) of revenues over (under)
expenditures (266,987) (266,987) 329,795 596,782
Fund Balance, June 01, 2022 1,574,981 1,574,981 3,469,986 1,895,005
Prior Period Adjustment - - (120,811) (120,811)
Fund balance, June 01 2022, as restated 1,574,981 1,574,981 3,349,175 1,774,194
Fund Balance, May 31, 2023 $ 1,307,994 S 1,307,994 S 3,678,970 S 2,370,976

-31-



Willacy County Navigation District
Notes to Required Supplementary Information

Stewardship, compliance, and accountability

Budgetary information

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States
of America. Anannual appropriated budget is adopted for the General Fund. All annual appropriations lapse
at fiscal year-end. The budget amounts shown in the financial statements are the final authorized amounts
as revised during the year.

The District follows these procedures in establishing the budgetary data reflected in the financial statements.
Formal budgetary integration is employed as a management control device during the year for the General
Fund. This budget is adopted on a basis consistent with accounting principles generally accepted in the

United States of America (GAAP).

The Board Members approve total budget appropriations. The Board Members approve any revisions that
alter the total appropriations of any fund. The level of budgetary responsibility is by total appropriations.

Before the end of the fiscal year, the General Manager prepares the budget by account, and includes
information on the past year and current year estimates.

Before May 31, the proposed budget is presented to the Board for review. During the Board meeting the
Board may add to, subtract from or change appropriations.

Expenditures Over Appropriations

Instances were noted in which expenditures exceeded budgeted amounts within the General Fund as

detailed in the Schedule of Revenues, Expense, and Changes in Fund Balance — Budget & Actual — General
Fund:

Budget Actual Variance
Professional fees $248,000 $414,110 $(166,110)
Capital expenditures 265,000 1,777,001 (1,512,001)

Expenditures exceeded appropriations for capital expenditures due to the District not budgeting for grant
related capital expenditures.
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May 31, 2023

Willacy County Navigation District
Schedule of Cash on Hand and on Deposit

Cash and Cash Equivalents

Temporary Investments

Unrestricted Restricted Unrestricted Restricted
Cash on hand S 480 S - S - S
Checking accounts:
Undeposited funds 2,247 - -
FCB Dredging 163,167 - -
FCB Small Craft
Basin Improvement Fund 451,237 - -
FCB Maintenance & Operations 2,306,700 - -
FCB Airport Fund - 9,749 -
FCB Payroll 5,150 - -
FCB Deposit 435,119 - -
FCB Checking (2,618) - -
FCB PM Police Department 37,212 - -
FCB Undistributed Funds 1,667 - -
Certificate of Deposit (1) 81,028 - -
Certificate of Deposit (2) 106,012 - -
Total General Fund S 3,587,401 S 9,749 S - S -
CERTIFICATE INTEREST MATURITY
FUNDS NUMBER RATE DATE
GENERAL FUND
Unrestricted (1) 12100009685 0.20% 6/13/2023 S 81,028
Committed
Emergency Fund (2) 12100009684 0.20% 6/13/2023 S 106,012
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Willacy County Navigation District
Schedule of General Fund Expenditures

For the Year Ended May 31, 2023 2022

Payroll and related expenditures

Administrative salaries 380,509 S 301,726
Maintenance and operation salaries 207,834 238,716
Payroll taxes 44,011 41,600
Insurance 80,287 77,755
Auto and travel 23,513 12,637
Housing 2,400 2,400
Retirement 19,817 21,836

Total 758,371 696,672

Professional fees

Dredging Fees 191,681 -
Legal notices 36,572 44,060
Auditing and accounting 31,655 18,250
Engineering and consulting 154,202 99,406

Total 414,110 161,716

Consumable supplies and materials

Office supplies 1,431 3,399
Office expenses 14,984 15,997
Maintenance and operation supplies 46,110 42,241
Vehicle and equipment repairs 14,193 35,098
Vehicle fuel 46,702 41,715
Maintenance and operation supplies-

small craft basin 9,733 10,938
Airport maintenance 2,285 9,886
Aviation fuel 8,818 10,945
IT maintenance 4,795 5,473
Port maintenance 14,681 55,106

Total 163,732 230,796
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Willacy County Navigation District
Schedule of General Fund Expenditures — Continued

For the Year Ended May 31, 2023 2022

Recurring operating supplies
Postage S 2,707 S 1,583
Telephone 11,553 11,742
Utilities 103,750 67,311
Insurance 19,914 18,973
Miscellaneous 32,577 12,291
Publicity and promotions 41,680 45,016
Dues and subscriptions 11,039 4,787
Rental services 7,971 22,615
Appraisal district 17,253 14,965
Tax collector fees 18,053 18,815
Election cost 13,181 -
Law enforcement expense 60,367 63,074

Total 340,045 281,172

Debt service:

Principal - 17,692
Interest - 1,579
Total - 19,271

Capital expenditures

Grant related 1,062,739 1,160,846
Vehicle - 43,110
Other equipment 150,320 77,367
Harbor Office 563,942 327,410
Total 1,777,001 1,608,733
Total expenditures S 3,453,259 S 2,998,360
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May 31, 2023

Willacy County Navigation District
Summary of Taxes Receivable

Beginning balance, June 01, 2022 S 138,439
Cancellations and adjustments (5,657)
Assessments for current year 652,952
Total taxes to be accounted for S 785,734
Collections for the year ended May 31, 2023
Current year's taxes S 604,450
Delinquent taxes 35,735
640,185
Taxes receivable at May 31, 2023 145,549
Total taxes accounted for S 785,734
Receivable by funds
General fund S 145,549
Taxes receivable at May 31, 2023 S 145,549
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CARR Carr, Riggs & Ingram, LLC
RIGGS & 402 East Tyler Avenue
INGRAM Harlingen, TX 78550-9122

CPAs and Advisors (956) 423-3765

(956) 428-7520 (fax)
CRlcpa.com

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Willacy County Navigation District

We have audited, in accordance with the 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, the financial statements of the Willacy County
Navigation District, as of and for the year ended May 31, 2023, and the related notes to the financial
statements, which collectively comprise Willacy County Navigation District’s basic financial statements,
and have issued our report thereon dated December 12, 2023.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Willacy County
Navigation District’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Willacy County Navigation District’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Willacy County Navigation District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
thatis less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Willacy County Navigation District’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the financial statements. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

&M'%ﬂ?" ; L@yqfum, L.L.C.

Harlingen, Texas
December 12, 2023
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CARR Carr, Riggs & Ingram, LLC
RIGGS & 402 East Tyler Avenue
INGRAM Harlingen, TX 78550-9122

CPAs and Advisors (956) 423-3765

(956) 428-7520 (fax)
CRlcpa.com

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH STATE MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH THE OF STATE OF TEXAS SINGLE AUDIT CIRCULAR

To the Board of Directors
Willacy County Navigation District

Report on Compliance for Each Major State Program
Opinion on Each Major State Program

We have audited the Willacy County Navigation District’s compliance with the types of compliance
requirements described in the State Comptroller’s Office, Uniform Grant Management Standards that
could have a direct and material effect on each of the Willacy County Navigation District’s major state
programs for the year ended May 31, 2023. The Willacy County Navigation District’'s major state
programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

In our opinion, the Willacy County Navigation District, complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material effect on each of its
major state programs for the year ended May 31, 2023.

Basis for Opinion on Each Major State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of the
State of Texas Single Audit Circular. Our responsibilities under those standard and the State of Texas
Single Audit Circular are further described in the Auditors’ Responsibilities for the Audit of Compliance
section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major state program. Our audit does not provide a legal determination of the District’s compliance with
the compliance requirements referred to above.
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Report of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements
of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the
District’s state programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the District’'s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and the State
of Texas Single Audit Circular will always detect material noncompliance when it exists. The risk of not
detecting material noncompliance resulting from fraud is higher than for that resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would influence the
judgment made by a reasonable user of the report on compliance about the District’s compliance with
the requirements of each major state program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the State of Texas Single Audit Circular, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the District’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtainan understanding of the District’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the State of Texas Single Audit
Circular, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

-43 -



(This page intentionally left blank)
- 44 -



Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a state program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a state program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance with a type of compliance requirement of a state program that is
less severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the State of Texas Single Audit Circular. Accordingly, this report is not suitable for any other purpose.

&m,%’.ﬁy ,f’ Ungam, L.L.C.

Harlingen, Texas
December 12, 2023
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Willacy County Navigation District
Schedule of Findings and Questioned Costs
For the Year Ended May 31, 2023

Section | - Summary of Auditors’ Results

Financial Statements
Type of auditors’ report issued:
Internal control over financial reporting:

* Material weakness(es) identified?

* Significant deficiencies identified that are not

considered to be material weakness(es)?

Noncompliance material to financial statements

noted?
State Awards
Internal control over major programs:
* Material weakness(es) identified?

* Significant deficiencies identified that are

not considered to be material weakness(es)?

Type of auditors’ report issued on compliance for

major programs:

Any audit findings disclosed that are required to

be reported in accordance with the State of Texas

Single Audit Circular.

Identification of major programs:
Contract Number
0921-27-039

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

Unmodified
yes X _no
yes X __none reported
yes X _no
yes X _no
__yes __X__none reported
Unmodified
yes X __no

Name of State Program or Cluster

Texas Mobility Fund Grant

$750,000

yes X __no
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Willacy County Navigation District
Schedule of Findings and Questioned Costs
For the Year Ended May 31, 2023

Section Il - Findings Relating to the Financial Statement Audit as Required to Be
Reported in Accordance with Generally Accepted Government Auditing Standards

A. Significant Deficiencies in Internal Control

None reported.
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Willacy County Navigation District
Schedule of Findings and Questioned Costs
For the Year Ended May 31, 2023

Section Il - Findings Relating to the Financial Statement Audit as Required to Be
Reported in Accordance with Generally Accepted Government Auditing Standards -
Continued

B. Compliance Findings

None reported.
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Willacy County Navigation District
Schedule of Findings and Questioned Costs
For the Year Ended May 31, 2023

Section Il — State Award Findings and Questioned Costs

None reported.
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Schedule of Findings and Responses
Corrective Action Plan
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Willacy County Navigation District
Summary Schedule of Prior Audit Findings

DESCRIPTION STATUS OF PRIOR YEAR'’S FINDINGS

Not applicable There were no findings reported in the prior year
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For the Year Ended May 31, 2023

Willacy County Navigation District
Schedule of Expenditures of State Awards
For the Year Ended May 31, 2023

Current Year
Expenditures

GRANTOR AGENCY/PROGRAM TITLE

EXPENDITURES
PASS
CONTRACT DIRECT THROUGH  SUBRECIPIENT
NUMBER AWARDS AWARDS EXPENDITURES TOTAL

Texas Department of Transportation
Texas Mobility Fund Grant

Total Texas Mobility Fund Grant

Total Expenditures of State Awards

0921-27-039 $ 1,044,510 $ - S - $1,044,510
1,044,510 - - 1,044,510
$1,044,510 S - S - $ 1,044,510

See accompanying notes to Schedule of Expenditures of State Awards
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Willacy County Navigation District
Notes on Accounting Policies for State Awards
For the Year Ended May 31, 2023

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES USED IN PREPARING THE SCHEDULE

The accompanying Schedule of Expenditures of State Awards presents the activity of all state award
programs of Willacy County Navigation District, for the year ended May 31, 2023. The expenditures reported
above represent funds that have been expended by the District for the purposes of the award. The
expenditures reported above may not have been reimbursed by funding agencies as of the end of the fiscal
year. Some amounts reported in the schedule may differ from amounts used in the preparation of the basic
financial statements. The Port has followed all applicable guidelines issued by various entities in the
preparation of the schedule.

NOTE 2 — NON-CASH AWARDS

The Willacy County Navigation District did not expend any state awards related to non-cash awards during
the year ended May 31, 2023.
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