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Independent Auditor’s Report 
 
 
To the Board of Directors 
Montgomery County Toll Road Authority 
P.O. Box 539 
Conroe, Texas 77305-0539 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Montgomery County Toll Road Authority 
(the Authority), as of and for the fiscal year ended September 30, 2018, and the related notes to the 
financial statements, which collectively comprise the 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. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America 
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 auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Authority, as of September 30, 2018, and the changes in financial 
position and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 



The Board of Directors 
Montgomery County Toll Road Authority  
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis 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 Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated  
March 12, 2019 on our consideration of the 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 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 Authority’s internal 
control over financial reporting and compliance. 
 
 

 
 
WEAVER AND TIDWELL, L.L.P. 
 
Conroe, Texas 
March 12, 2019 
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Management’s Discussion and Analysis 
 

This section of Montgomery County Toll Road Authority’s (the Authority) financial statements presents our 
discussion and analysis of the Authority’s financial performance during the fiscal year ended September 
30, 2018. It is intended to serve as an introduction to the basic financial statements which follow this 
section. Please read it in conjunction with those statements. 
 
Financial Highlights 
 

 The total assets of the Authority exceeded its total liabilities at the close of the most recent fiscal 
year by $47,938,664 (net position). Of this amount, $2,992,728 (unrestricted net position) may be 
used to meet the Authority's ongoing obligations to citizens and creditors in accordance with 
the Authority's fiscal policies.  

 Operating expenses exceeded operating revenues by $1,634,233, and the Authority realized net 
nonoperating expenses of $3,080,575, Capital contributions were $3,766,300 and transfers out 
were $7,784,462, resulting in a total decrease in net position of $8,732,970. 

 The Authority's noncurrent liabilities increased to $95,458,322 during the fiscal year due to the 
issuance of revenue bonds.  

 
Required Basic Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial 
statements. The Authority’s basic financial statements are comprised of three components: 1) The 
Statement of Net Position (Balance Sheet) which includes all of the Authority’s assets and liabilities and 
provides information about the nature and amounts of investments in resources (assets) and obligations 
to creditors (liabilities); 2) The Statement of Revenues, Expenses and Changes in Net Position shows the 
enterprise fund activities of the Authority and provides information regarding income and expenses, 
both operating and nonoperating, that affect the net position; and 3) The Statement of Cash Flows. The 
primary purpose of this statement is to provide information about the Authority’s cash receipts and cash 
payments during the period using the direct method of reporting cash flows from operating, investing, 
and capital and noncapital financing activities. 
 
Notes to the Financial Statements 
 
Integral to the financial statements are the notes to the basic statements. These notes provide 
additional information that is essential to a full understanding of the financial data provided in the basic 
financial statements. The Authority has prepared notes sufficient to provide the readers of these 
financial statements a clear picture of the Authority’s financial position and insight into the results of its 
operations. These notes are in conformity with generally accepted accounting principles (GAAP). 
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Financial Analysis of the Authority 
 
As noted earlier, net position may serve over time as a useful indicator of a government's financial 
position. In the case of the Authority, assets exceeded liabilities by $47,938,664 at the close of the most 
recent fiscal year.  
 

Amount % Amount % Amount %

Current assets 99,327,629$     59        2,266,239$       3           97,061,390$     4,283   
Noncurrent assets:

Capital assets 67,945,294       41        62,599,944       97        5,345,350          9           

Total assets 167,272,923     100      64,866,183       100      102,406,740     

Current liabilities 23,875,937       20        8,194,549          100      15,681,388       191      
Noncurrent liabilit ies 95,458,322       80        -                           -            95,458,322       100      

Total liabilities 119,334,259     100      8,194,549          100      111,139,710     

Net position:
Net investment in capital assets 44,945,936       94        62,599,944       110      (17,654,008)      (28)       
Unrestricted 2,992,728          6           (5,928,310)        (10)       8,921,038          (150)    

Total net position 47,938,664$     100      56,671,634$     100      (8,732,970)$      

2018 2017 Increase (Decrease)

Table A-1
Montgomery County Toll Road Authority's Net Position

Enterprise Fund

The Authority’s total assets of $167,272,923 are largely comprised of current assets of $99,327,629 or 59%, 
which are made up of mostly cash and investments of $99,219,511. These assets will be used to pay for 
infrastructure for the 249 tollway. Capital assets net of accumulated depreciation of $67,945,294 or 41% 
make up the remaining amount of total assets. The Authority uses these capital assets to provide 
services to customers; consequently, these assets are not available for future spending. 
 
Noncurrent liabilities of $95,458,322 comprise 80% of the Authority’s total liabilities of $119,334,259. 
Noncurrent liabilities are comprised of bonds payable.  
 
The largest portion of the Authority’s net position is net investment in capital assets. Net investment in 
capital assets (e.g., infrastructure), less any related debt used to acquire those assets that are still 
outstanding is $44,945,936, or 94% of total net position. Although the Authority’s net investment in its 
capital assets is reported net of related debt, it should be noted that the resources needed to repay this 
debt must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities. The $2,992,728 of unrestricted net position represents resources available to 
fund the services of the Authority next year. 
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The Authority’s net position decreased $8,732,970 from current operations.  
 

Amount  % Amount % Amount %
Operating revenues:

Toll revenue 1,405,809$       100  1,150,033$       100  255,776$           22        

Total operating revenues 1,405,809          100  1,150,033          100  255,776             

Operating expenses:
Serv ices and fees 2,209,806          73     208,664             16     2,001,142          959     
Depreciation and amortization 830,236             27     1,098,454          84     (268,218)           (24)      

Total operating expenses 3,040,042          100  1,307,118          100  1,732,924          

Operating loss (1,634,233)        (157,085)           (1,477,148)        

Nonoperating revenues (expenses):
Investment earnings 170,021             (5)     -                           -        170,021             100     
Interest and fiscal charges (2,071,823)        67     -                           -        (2,071,823)        100     
Bond issuance costs (661,911)           21     -                           -        (661,911)           100     
Loss of disposal of capital assets (516,862)           17     -                           -        (516,862)           100     

Total nonoperating
  revenues (expenses) (3,080,575)        100  -                           -        (3,080,575)        

Income (loss) before contributions 
  and transfers (4,714,808)        54     (157,085)           (16)   (4,557,723)        2,901  

Capital contributions 3,766,300          (43)   1,148,672          116  2,617,628          228     
Transfer out (7,784,462)        89     -                           -        (7,784,462)        100     

Change in net position (8,732,970)        100  991,587             100  (9,724,557)        

Beginning net position 56,671,634       55,680,047       991,587             

Ending net position 47,938,664$     56,671,634$     (8,732,970)$      

Increase (Decrease)

Table A-2
Montgomery County Toll Road Authority's Changes in Net Position

2018 2017
Enterprise Fund

 
The Authority’s total revenues and contributions of $5,342,130 were comprised of operating revenues of 
$1,405,809, nonoperating revenues of $170,021, and capital contributions of $3,766,300. Operating 
revenues flow from the Authority’s primary business of toll revenues to the Authority’s customers. 
Charges for toll revenue of $1,405,809 represents 26% of total revenues. Nonoperating revenues flow 
from peripheral activities of the Authority and are dominated by investment earnings. Capital 
contributions are revenues received by the Authority from new and continuing customers that are 
intended to assist with expansion and upgrade of the Authority’s infrastructure. Capital Contributions 
represented 71% of total revenue in 2018. 
 
Total operating expenses were $3,040,042. Services and fees accounted for $2,209,806, or 73% of that 
amount, and depreciation and amortization expense accounted for $830,236, or 27% of that amount.  
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Capital Assets and Debt Administration 
 
At the end of 2018, the Authority had invested $72,266,210 in capital assets. More detailed information 
about the Authority’s capital assets is presented in the notes to the financial statements. 
 
The Authority’s major capital asset activity during the year included the following: 
 

 Infrastructure for the 249 tollway project $6,960,666. 
 

Amount % Amount % Amount %

Infrastructure 72,266,210$     106  65,822,406$     105  6,443,804$       10     

Total capital assets 72,266,210       65,822,406       6,443,804          

Accumulated depreciation (4,320,916)        (6)     (3,222,462)        (5)     (1,098,454)        34     

Total capital assets, net 67,945,294$     100  62,599,944$     100  5,345,350$       

2018 2017 Increase (Decrease)

Table A-3
Montgomery County Toll Road Authority's Capital Assets

Enterprise Fund

 
At year-end, the Authority had $95,458,322 in bonds payable outstanding. This was due to the issuance 
of revenue bonds during the year. More detailed information about the Authority’s debt is presented in 
the notes to the financial statements. 
 

Amount % Amount % Amount %

Bonds payable 95,458,322$     100  -$                        -        95,458,322$     100  

Total noncurrent liabilities 95,458,322$     100  -$                        -        95,458,322$     

2018 2017 Increase (Decrease)

Table A-4
Montgomery County Toll Road Authority's Noncurrent Liabilities

Enterprise Fund

 
Economic Factors and Next Year’s Budgets and Rates 
 
The Authority continues to improve and expand the Toll Road System to meet growing demand. In 2018 
and 2019 the 249 tollway construction was underway. The remaining construction commitment of this 
project as of September 30, 2018 can be found in the notes to the financial statements. 
 
Contacting the Authority’s Financial Management 
 
This financial report is designed to provide our citizens, customers, investors, and creditors with a general 
overview of the Authority’s finances and to demonstrate the Authority’s accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact 
Montgomery County Auditor, P.O. Box 539, Conroe, Texas 77305-0539. 
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Basic Financial Statements



Toll Road Authority Enterprise Fund of Montgomery County, Texas Exhibit A 
Statement of Net Position 
September 30, 2018 
 

The accompanying Notes to the Financial Statements are an integral part of this statement. 
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ASSETS
Current assets:

Cash and cash equivalents 17,898,336$     
Investments 81,321,175       
Accounts receivable 108,118             

Total current assets 99,327,629       

Noncurrent assets:
Capital assets, net of accumulated depreciation

Infrastructure 67,945,294       

Total noncurrent assets 67,945,294       

Total assets 167,272,923     

LIABILITIES
Current liabilit ies:

Accounts payable 3,354,548          
Accrued interest payable 182,666             
Retainage payable 569,824             
Due to primary government 19,768,899       

Total current liabilit ies 23,875,937       

Noncurrent liabilit ies:
Bonds payable 95,458,322       

Total noncurrent liabilit ies 95,458,322       

Total liabilit ies 119,334,259     

NET POSITION
Net investment in capital assets 44,945,936       
Unrestricted 2,992,728          

TOTAL NET POSITION 47,938,664$     

 
 



Toll Road Authority Enterprise Fund of Montgomery County, Texas Exhibit B 
Statement of Revenues, Expenses, and Changes in Net Position 
For the Fiscal Year Ended September 30, 2018 
 

The accompanying Notes to the Financial Statements are an integral part of this statement. 
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OPERATING REVENUES
Toll revenue 1,405,809$       

Total operating revenues 1,405,809          

OPERATING EXPENSES
Serv ices and fees 2,209,806          
Depreciation and amortization 830,236             

Total operating expenses 3,040,042          

Operating loss (1,634,233)        

NONOPERATING REVENUES (EXPENSES)
Investment earnings 170,021             
Interest and fiscal charges (2,071,823)        
Bond issuance costs (661,911)           
Loss of disposal of capital assets (516,862)           

Total nonoperating revenues (expenses) (3,080,575)        

Loss before contributions and transfers (4,714,808)        

Capital contributions 3,766,300          
Transfer out (7,784,462)        

Change in net position (8,732,970)        

Net position - beginning 56,671,634       

TOTAL NET POSITION - ENDING 47,938,664$     

 
 



Toll Road Authority Enterprise Fund of Montgomery County, Texas Exhibit C 
Statement of Cash Flows 
For the Fiscal Year Ended September 30, 2018 
 

The accompanying Notes to the Financial Statements are an integral part of this statement. 
12 

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from tolls 1,297,691$       
Payments to vendors 1,416,245          

Net cash prov ided by operating activ it ies 2,713,936          

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Internal receipts from primary government 11,959,971       
Receipts from other governments 31,766               
Transfers to primary government (7,784,462)        

Net cash prov ided by noncapital financing activ it ies 4,207,275          

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital contributions 3,766,300          
Proceeds from capital debt 95,726,540       
Purchase of capital assets (6,960,666)        
Interest paid on capital debt (1,889,157)        
Bond issuance costs (661,911)           

Net cash provided by capital and related financing activ ities 89,981,106       

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments (81,321,175)      
Interest received 170,021             

Net cash used by investing activ it ies (81,151,154)      

Net increase in cash and cash equivalents 15,751,163       
Cash and cash equivalents - beginning of period 2,147,173          

CASH AND CASH EQUIVALENTS - END OF YEAR 17,898,336$     

RECONCILIATION OF OPERATING LOSS
  TO NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating loss (1,634,233)$      
Adjustments to reconcile operating loss

to net cash prov ided by operating activ it ies:
Depreciation and amortization 830,236             
(Increase) decrease in accounts receivable (108,118)           
Increase (decrease) in accounts payable 3,056,227          
Increase (decrease) in retainage payable 569,824             

NET CASH PROVIDED BY OPERATIING ACTIVITIES 2,713,936$       

 
 



Toll Road Authority Enterprise Fund of Montgomery County, Texas 
Notes to the Financial Statements 
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Note 1.  Summary of Significant Accounting Policies 
 
The financial statements of the Montgomery County Toll Road Authority (the Authority) have been 
prepared in conformity with generally accepted accounting principles (GAAP) as applied to 
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The most 
significant of the Montgomery County Toll Road Authority’s accounting policies are described below. 
 
A. Reporting Entity 
 
The Montgomery County Toll Road Authority (the Authority) was created by the Commissioners’ Court of 
Montgomery County, Texas (the County) in August 2006. The Toll Road Authority serves all citizens of the 
County and is governed by the members of Commissioners’ Court and is funded by the County, toll 
revenues, and other contributions. The Toll Road Authority was incorporated under the provisions of 
Texas Transportation Code Act, Chapter 431 with the purpose to aid in the planning, design, 
improvement and financing of transportation projects throughout the County. The Commissioners’ 
Court has full oversight responsibility of the Authority and the Authority is included in County’s financial 
statements as an enterprise fund. 
 
B. Basis of Presentation and Measurement Focus 
 
The accompanying basic financial statements have been prepared on the full accrual basis of 
accounting as prescribed by the GASB. Full accrual accounting uses a flow of economic resources 
measurement focus.  
 
The basic financial statements of the Authority consist of Management’s Discussion and Analysis 
(“MD&A”), Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position, 
Statement of Cash Flows, and Notes to the Financial Statements.  
 
Enterprise Fund – Revenues are recognized in the period earned. The Authority’s operating revenues are 
derived from charges to users of the Toll Roads in the County. When both restricted and unrestricted 
resources are available for use, it is the Authority’s policy to use restricted resources first, then 
unrestricted resources to the extent they are needed. 
 
Expenses are recognized in the period incurred. The Authority’s operating expenses consist primarily of 
direct charges attributable to the operations of the Authority, including depreciation. Interest expense 
and other similar charges not directly related to the Authority’s operations are reported as non-
operating expenses. 
 
C. Use of Estimates 

 
The preparation of financial statements in conformity with GAAP requires the use of management’s 
estimates. Accordingly, actual results could differ from those estimates. 
 
D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position 
 
1. Cash and Cash Equivalents 
Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition.  
 



Toll Road Authority Enterprise Fund of Montgomery County, Texas 
Notes to the Financial Statements 
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2. Investments 
Investments for the Authority, except for certain money market accounts and master repurchase 
agreements, are reported at fair value. The money market accounts are reported at amortized cost 
and the master repurchase agreements are reported at cost. 
 
3. Capital Assets 
Capital assets, which include infrastructure assets (e.g. toll roads), are reported in the financial 
statements. Capital assets are defined by the government as assets with an initial, individual cost of 
more than $5,000, and a useful life in excess of five years. 
 
As the Authority constructs or acquires additional capital assets each period, including infrastructure 
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 an item or increase its estimated useful life. Donated capital 
assets are reported at their estimated acquisition value at the date of donation. 
 
Capital assets, including infrastructure, are depreciated using the straight-line method over estimated 
useful lives: 
 

Estimated
Asset Class Useful Lives

Infrastructure 20-40 years

 
4. Restricted Net Position  
In the financial statements, restricted net position is reported for amounts that are externally restricted 
by 1) creditors (e.g. bond covenants), grantors, contributors, or laws and regulations of other 
governments or 2) law through constitutional provision or enabling legislation. 
 
E. Revenues and Expenses 
 
1. Enterprise funds operating and nonoperating revenues and expenses 
Enterprise funds distinguish operating revenues and expenses from nonoperating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with an enterprise fund’s principal ongoing operations. The principal operating revenues are 
charges to customers for tolls. Operating expenses for the fund includes the cost for services and fees 
and depreciation on capital assets and amortization expense on premiums on bonds payable. All 
revenues and expenses not meeting this definition are reported as nonoperating revenues and 
expenses. 
 
Note 2.  Cash, Cash Equivalents, and Temporary Investments 
 
The Authority is required to follow Chapter 2256 of the Texas Government Code also known as the 
Public Funds Investment Act. This act authorizes the Authority to invest its funds pursuant to a written 
investment policy which primarily emphasizes the safety of principal and liquidity, addresses investment 
diversification, yield, and maturity. 
 



Toll Road Authority Enterprise Fund of Montgomery County, Texas 
Notes to the Financial Statements 
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The Authority’s investment balances, weighted average maturity, and credit risk of such investments are 
as follows: 

 
Fair Value

Measurements
Using 

Significant
Other Weighted

Observable Percent of Average
9/30/2018 Inputs Total Maturity Credit

Investment Type Investments (Level 2) Investments (Days) Risk
Investments measured at amortized cost:

Money Market Funds 3,660,747$       -$                        5% 1 AAAm

Investments subject to fair value:
U.S. Treasury Notes 5,999,958          5,999,958          7% 869 Not rated

Investments measured at cost:
Master Repurchase Agreements 71,660,470       -                           88% 686 Not rated

Total value 81,321,175$     5,999,958$       100%
Portfolio weighted average maturity 670

Money Market Funds are measured at amortized cost and are exempt for fair value reporting. 
 
U.S. Treasury Notes are classified in Level 2 of the fair value hierarchy and are valued using a matrix 
pricing technique. Matrix pricing is used to value securities based on the securities’ relationship to 
benchmark quotes prices. 
 
Master Repurchase Agreements are measured at cost and are exempt from fair value reporting. 
 
Interest Rate Risk.  In accordance with its written investment policy, the Authority manages its exposure 
to declines in fair value by limiting the maturity of its investments to less than two years at the time of 
purchase, except commercial paper must have a stated maturity of 270 days or fewer from date of 
issuance. 
 
Credit Risk.  In accordance with the Public Funds Investment Act, the Commissioner’s Court has 
enacted policies to ensure compliance with state laws regarding the deposit of Authority funds and 
maintains a formal depository resolution with their depository bank. The depository resolution provides 
for collateralization of funds in accordance with state and federal statutes. 
 
While state statutes allow for additional investments, the County’s formal investment policy authorizes 
the County to only invest in the following: 1) Time Deposits, 2) Certificates of Deposit, 3) Money Market 
Investment Accounts, 4) Negotiable Order of Withdrawal (NOW) Accounts, 5) United States Treasury Bills, 
6) United States Government Securities, as defined in TX Government Code, Section 2256.009, 7) Fully 
collateralized direct repurchase agreements as defined in TX Government Code, Section 2256.011, 8) 
Discount Government Agencies, excluding Federal Home Loan Mortgage Corporation (Freddie Mac 
and Fannie Mae's), 9) Any "Public Funds Pool" authorized by State Statute, 10) Commercial Paper as 
defined in TX Government Code, Section 2256.013. 
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The Authority categorizes its fair value measurements within the fair value hierarchy established by 
generally accepted accounting principles. GASB Statement No. 72, Fair Value Measurement and 
Application provides a framework for measuring fair value which establishes a three-level fair value 
hierarchy that describes the inputs that are used to measure assets and liabilities. 
 

 Level 1 inputs are quoted prices (unadjusted) for identical assets or liabilities in active markets 
that a government can access at the measurement date. 

 Level 2 inputs are inputs—other than quoted prices included within Level 1—that are observable 
for an asset or liability, either directly or indirectly. 

 Level 3 inputs are unobservable inputs for an asset or liability. 
 
The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs. 
If a price for an identical asset or liability is not observable, a government should measure fair value 
using another valuation technique that maximizes the use of relevant observable inputs and minimizes 
the use of unobservable inputs. If the fair value of an asset or a liability is measured using inputs from 
more than one level of the fair value hierarchy, the measurement is considered to be based on the 
lowest priority level input that is significant to the entire measurement. 
 
Concentration of Credit Risk.  The investment policy does not have any provisions regarding the amount 
that may be invested in any one issuer. However, the Investment Committee regularly reviews that 
saturation for anything in excess of 25%. 
 
Custodial credit risk – deposits.  In the case of deposits, this is the risk that in the event of a bank failure, 
the Authority’s deposits may not be returned to it. As of September 30, 2018, the Authority’s bank 
balances were not exposed to custodial credit risk because it was insured and collateralized with 
securities held by the Authority’s agent in the Authority’s name. 
 
Custodial credit risk – investments.  For an investment, this is the risk that, in the event of the failure of the 
counterparty, the Authority will not be able to recover the value of its investments or collateral securities 
that are in the possession of an outside party. The Authority’s investments are held by the Authority’s 
agent in the Authority’s name for the benefit of the Authority. 

 
Note 3.  Accounts Receivable 
 
Accounts receivable at September 30, 2018 includes $108,118 earned from toll revenue during the 
period. The Authority feels its accounts receivable is fully collectible; therefore, no allowance has been 
recorded. 
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Note 4.  Capital Assets 
 
Capital assets activity for the period ended September 30, 2018 was as follows: 
 

9/30/2017 9/30/2018
Balance Increases Decreases Balance

Capital assets being depreciated:
Infrastructure 65,822,406$     6,960,666$       (516,862)$         72,266,210$     

Total capital assets being depreciated 65,822,406       6,960,666          (516,862)           72,266,210       

Less accumulated depreciation for:
Infrastructure (3,222,462)        (1,098,454)        -                           (4,320,916)        

Total accumulated depreciated (3,222,462)  (1,098,454)  -                     (4,320,916)  

Total capital assets, net 62,599,944$     5,862,212$       (516,862)$         67,945,294$     

Depreciation expense for the period was $1,098,454. 
 

Note 5.  Noncurrent Liabilities 
 
Noncurrent liabilities for the year ended September 30, 2018 consist of revenue bonds. Principal and 
interest payments are secured by revenues derived from operation and/or ownership of the system. 
Changes in Noncurrent liabilities for the period ended September 30, 2018 are as follows: 
 

9/30/2017 9/30/2018 Due in
Balance Increases Decreases Balance One Year

Noncurrent liabilit ies:
Revenue bonds payable -$                        87,680,000$     -$                    87,680,000$     -$                        

Deferred amounts:
Unamortized premium, revenue bonds -                           8,046,540          (268,218)           7,778,322          -                           

Total noncurrent liabilities -$                        95,726,540$     (268,218)$         95,458,322$     -$                        

 
The Authority issues revenue bonds to provide funds for the construction and equipment for roads. The 
revenue bond was issued as 30 current interest bonds. The following is a summary of revenue bond 
activity for the year: 
 

Interest Original Maturity Beginning Ending
Series Rate Issue Date Balance Additions Reductions Balance

2018 Revenue Bonds 5% 87,680,000$     2048 -$                    87,680,000$     -$                    87,680,000$     
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The requirements to amortize all debts outstanding as of September 30, 2018 are as follows: 
 

Year Ending
 September 30, Principal Interest Total

2019 -$                        4,384,000$       4,384,000$       
2020 -                           4,384,000          4,384,000          
2021 -                           4,384,000          4,384,000          
2022 -                           4,384,000          4,384,000          
2023 500,000             4,384,000          4,884,000          
2024 1,000,000          4,359,000          5,359,000          
2025 1,500,000          4,309,000          5,809,000          
2026 2,045,000          4,234,000          6,279,000          
2027 2,145,000          4,131,750          6,276,750          
2028 2,255,000          4,024,500          6,279,500          
2029 2,365,000          3,911,750          6,276,750          
2030 2,485,000          3,793,500          6,278,500          
2031 2,610,000          3,669,250          6,279,250          
2032 2,740,000          3,538,750          6,278,750          
2033 2,875,000          3,401,750          6,276,750          
2034 3,020,000          3,258,000          6,278,000          
2035 3,170,000          3,107,000          6,277,000          
2036 3,330,000          2,948,500          6,278,500          
2037 3,495,000          2,782,000          6,277,000          
2038 3,670,000          2,607,250          6,277,250          
2039 3,855,000          2,423,750          6,278,750          
2040 4,045,000          2,231,000          6,276,000          
2041 4,260,000          2,028,750          6,288,750          
2042 4,450,000          1,816,250          6,266,250          
2043 4,685,000          1,593,250          6,278,250          
2044 4,920,000          1,359,000          6,279,000          
2045 5,165,000          1,113,000          6,278,000          
2046 5,420,000          854,750             6,274,750          
2047 5,695,000          583,750             6,278,750          
2048 5,980,000          299,000             6,279,000          

Totals 87,680,000$     90,298,500$     177,978,500$   

Series 2018

 
Arbitrage Rebate Liability 
 
The Tax Reform Act of 1986 established regulations for the rebate to the federal government of 
arbitrage earnings on certain local government bonds issued after December 31, 1985, and all local 
governmental bonds issued after August 31, 1986. Issuing governments must calculate any rebate due 
and remit the amount due at least every five years. There were no arbitrage rebate payments made 
during fiscal year 2018. As of September 30, 2018 there were no estimated liabilities for arbitrage rebate 
on enterprise debt. 
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Note 6.  Commitments and Contingencies 
 
At September 30, 2018, the Authority’s commitment related to certain construction projects was as 
follows: 
 

Contract Spent Remaining
Project Price to-Date Commitment

249 Tollroad 55,968,425$     5,698,236$       50,270,189$     

Total construction commitments 55,968,425$     5,698,236$       50,270,189$     

 
Note 7.  Risk Management 
 
The Authority is exposed to various risks of loss related to torts, theft, damage or destruction of assets, 
errors and omissions, injuries to employees, and natural disasters. During fiscal year 2018, the Authority 
carried commercial insurance for property and liability risks of loss. There were no significant reductions 
in insurance coverages in the past fiscal year and settled claims resulting from these risks have not 
exceeded coverage in any of the past three fiscal years. 
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Independent Auditor’s Report on Internal Control over Financial 
Reporting and on Compliance and Other Matters Based on an 

Audit of Financial Statements Performed in Accordance 
with Government Auditing Standards 

 
 
To the Board of Directors 
Montgomery County Toll Road Authority 
P.O. Box 539 
Conroe, Texas 77305-0539 
 
We have audited, 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, the financial statements of the Montgomery 
County Toll Road Authority (the Authority) as of and for the fiscal year ended September 30, 2018 and 
the related notes to the financial statements, which collectively comprise the Authority’s basic financial 
statements, and have issued our report thereon dated March 12, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Authority’s internal 
control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Authority’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 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over financial reporting that might be material weaknesses or significant deficiencies and therefore, 
material weaknesses or significant deficiencies may exist that have not been identified. Given these 
limitations, during our audit, we did not identify any deficiencies in internal control over financial 
reporting that we consider to be material weaknesses. However, material weaknesses may exist that 
have not been identified. 
 
Compliance and Other Matters 
  
As part of obtaining reasonable assurance about whether the Authority’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 determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not express 
such an opinion. The results of our tests disclosed instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
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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. 
 
 

 
 
WEAVER AND TIDWELL, L.L.P. 
 
Conroe, Texas 
March 12, 2019 
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Section 1.  Summary of Auditor’s Results 
 
Financial Statements 
 
1.  Type of auditor’s report issued Unmodified 

 
2.  Internal control over financial reporting: 

 
a.  Significant deficiencies identified that are not  

considered to be material weaknesses? No 
 

b.  Material weaknesses identified? None reported 
 

3.  Noncompliance material to the financial statements? No 
 

Section 2.  Findings Related to Financial Statements 
 
1.  Findings Related to Internal Control over Financial Reporting 
 
None reported 
 
2.  Findings Related to Compliance with Laws and Regulations 
 
None reported 
 
 


