












































































Inflation 2.50% 

Salary Increases 3.50% to 11.85% including inflation 

Discount Rate• 4.08% 

Retiree's share of benefit-related costs $0 

Administrative expenses All administrative expenses are paid through the Pension Trust and accounted for 

under reporting requirements under GASB Statement No. 68. 

Mortality rates - service retirees 2019 Municipal Retirees of Texas MortalityTables. Male are multiplied byl03%and 

female rates are multiplied by 105%. The rates are projected on a fully 

genera ti ona I bas is by the most recent Sea le MP-2021 (with immediate 

convergence). 
Mortality rates -disabled retirees 

2019 Municipal Retirees of Texas MortalityTables with a 4yearset-forward for 

males and a 3 year set-forward for females. In addition, a 3.5% and 3% minumum 
mortality rate will be applied to reflect the impairement for younger members who 

become disabled for males and females, respectively. The rates are projected on a 

fullygenerational basis bythe most recent scale MP-202l(with immediate 

convergence) to account for future morta I ity improvements subject to the floor. 

*The discount rate was based on the Bond Buyer "20-Bond GO Index" rate closest to, but not later than December 31, 2024. 

Changes in the City's Total OPEB Liability: 

Covered Payroll 

Total OPEB Liability- beginning of year 

Changes for the year: 

Service Cost 

Interest on OPEB Liability 

Changes of benefit terms 

Differences between expected and actua I experience 

Changes in assumptions or other inputs 

Benefit Payments** 

Net Changes 

Tota I OPEB Lia bi I ity - end of year 

Total OPEB Liability as a percentage of covered Payroll 

$ 

$ 

$ 

158,971 

2,171 

954 

100 

0 
(968) 
{145) 

0 

(59) 
2,112 

1.33% 

**Due to the SDBF being considered an unfunded OPEB plan under GASB 75, benefit payments 

a re treated as being equal to the employer's yearly contributions for retirees. 

Sensitivity of the Total OPEB Liability to changes in the discount rate 

The following presents the Total OPEB Liability of the City, calculated using the discount 
rate of 4.08%, as well as what the City's Total OPEB Liability would be if it were calculated 
using a discount rate that is 1-percentage-point lower (3.08%) or 1-percentage-point higher 
(5.08%) than the current rate: 

1% Decrease Current Discount 1% Increase 
3.08% Rate4.08% 5.08% 

Total OPEB Liability $ 2,581 $ 2,112 $ 1,744 

OPEB Expense and Deferred Outflows of Resources 

For the year ended September 30, 2025, the City recognized OPEB expense of $824. 

At September 30, 2025, the City reported deferred outflows of resources and deferred 
inflows of resources related to OPEB from the following sources: 
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K. 

Deferred (Inflows) Deferred Outflows 

of Resources of Resources 
Differences between exoected and actual exoerience $ 725 $ -

Changes in assumptions and other inputs $ 108 99 

Contributions made subsequent to measurement date N/A -

Total $ 833 $ 99 

Amounts reported as deferred outflows and inflows of resources related to OPEB will be 
recognized in OPEB expense as follows: 

Year ended December 31: 

2025 $ (230) 

2026 (231) 

2027 (273) 

2028 

2029 

Thereafter 

Total $ (734) 

Payables to the OPEB Plan. None as of September 30, 2025 . 

Risk Management 

The City of Highland Haven is exposed to various risks of loss relating to general liability, 
accidental loss of real and personal property, damage to assets, errors and omissions, 
acts of God and personnel risks which relate to workers compensation . 

The City contracts with the Texas Municipal League (TML) to provide insurance coverage 
for identified risks. TML is a multi-government group that provides for a combination of 
modified self-insurance and stop-loss coverage. Contributions are sent annually to TML. 
Liability by the City is generally limited to the contributed amounts. Contributions for the 
year ended September 30, 2025 were $6, 166. 

L. Contracts 

The City has contracted with City of Granite Shoals Fire Department to provide firefighting 
services. The contract is for five years and terminates on September 30, 2027. For the 
year ended September 30, 2025, the City paid $87,550 for firefighting services. 

The City has contracted with AJ Management Inc. to operate and maintain the water 
system on January 1, 2025 . The contract is for three years, ending on December 31, 
2027. For the year ended September 30, 2025, the City paid $67,500 for operation and 
maintenance services for the water system. 

The City has a municipal solid waste agreement with Waste Management of Texas, Inc. 
effective April 1, 2019. The term of the contract is seven years with an automatic two­
year extension unless terminated by either party. The City is billed for the solid waste 
collections services in accordance with the contract. For the year ended September 30, 
2025, the City paid $103,861. 

M. Deferred Outflows and Inflows of Resources 

The financial statements report separate sections for deferred outflows and inflows of 
resources. Deferred outflows represent an acquisition that applies to a future period and 
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N. 

0. 

so will not be recognized as an outflow of resources (expense/expenditure) until that time. 
Deferred inflows represent an acquisition of fund balance that applies to a future period 
and so will not be recognized as an inflow of resource (revenue) until that time. 

Deferred outflows on the Statement of Net Position consists of the deferred charge on 
refunding bonds of $13,420 (see note E), the TMRS pension deferred outflow of $19,107 
(see note I) and the TMRS OPEB deferred outflow $99 (see note J). 

Deferred inflows on the Statement of Net Position consists of the TMRS pension deferred 
inflow of $5,149 (see note I) and the TMRS OPEB deferred inflow of $833 (see Note J). 

Deferred inflows on the Balance Sheet - Governmental Funds consist of delinquent 
property taxes of $6,432. 

Prior Period Adjustment- Change in Accounting Principle 

Effective October 1, 2024, the City adopted the provisions of Governmental Accounting 
Standards Board (GASB) Statement No. 101, Compensated Absences. GASB 101 
establishes new standards for the recognition, measurement, and disclosure of 
compensated absences. The Statement requires governments to recognize a liability for 
leave that is attributable to service already rendered, accumulated, and is more likely than 
not to be used for time off or otherwise paid or settled. The Statement also refines the 
measurement of the liability and related salary-related payments and modifieds certain 
disclosure requirements. 

As a result of implementing GASB 101, the City restated its beginning net position to 
reflect the cumulative effect of applying the new accounting principle. The implementation 
resulted in changes to the measurement of the compensated absences liability, including 
the recognition of certain types of leave and related salary-related payments that were 
not previously included. 

The following table summarizes the effect of the restatement on the beginning net 
position of the government activities: 

Beginning Net Position, as previously reported 
Cumulative effect of adoption of GASB 101 
Beginning Net Position, as restated 

$ 

$ 

Governmental 
Activities 

732,438 
(13,917) 

718,521 

The implementation of GASB 101 affected the liabilities for compensated absences 
reported in the government-wide statement of net position. 

Subsequent Events 

The City has evaluated subsequent events through March 11, 2026, the date on which 
the financial statements were available to be issued. After year-end, on November 4, 
2025, the City held a special bond election at which voters approved proposition A 
authorizing the issuance of the City general obligation bonds in the aggregate principal 
amount of $1,000,00 for purchase of acquiring property for the City's water system. As 
of March 11, 2026, the City has not issued these bonds and property has not been 
purchased. The City is not aware of any other subsequent events that materially impact 
the financial statements. 
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REQUIRED SUPPLEMENTARY INFORMATION 



REVENUES: 
Taxes: 

CITY OF HIGHLAND HA VEN, TEXAS 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL - GENERAL FUND 
FOR THE YEAR ENDED SEPTEMBER 30, 2025 

Actual 
Amounts 

___ B_u_d_g_et_ed_A_m_o_un_ts ___ (GAAP BASIS) 

Original Final 

EXHIBIT G-1 

Variance With 
Final Budget 
Positive or 
(Negative) 

Property Taxes $ 
General Sales and Use Taxes 
Franchise Tax 

Licenses and Permits 
Charges for Services 
Forfeits 

322,136 $ 
29,500 
29,200 
40,000 

322,136 $ 
29,500 
29,200 
40,000 

323,193 $ 
36,251 
33,656 
25,100 

1,057 
6,751 
4,456 

(14,900) 

Investment Earnings 
Contributions & Donations from Private Sources 
Other Revenue 

Total Revenues 

EXPENDITURES: 
Current: 

Personnel Services: 

Personnel Services 
Administrative & Office 
Street Maintenance & Repair 
Maintenance & Repair 
Professional Services 
Utilities 
Charges for Services 
Membership Fee/ Dues 
Public Safety 

Debt Service: 

Principal on SBIT As 
Interest on SBITAs 

Capital Outlay: 

Capital Outlay 

Total Expenditures 

Excess (Deficiency) of Revenues Over (Under) 
Expenditures 

OTHER FINANCING SOURCES (USES): 
Transfers In 
Proceeds from SBIT As 

Total Other Financing Sources (Uses) 

Net Change 

Fund Balance - October I (Beginning) 

4,325 

20,000 

750 

445,911 

277,872 
30,875 
12,000 
7,650 

43,600 
7,650 

27,575 
1,250 

113,805 

23 ,000 

545,277 

(99,366) 

101 ,979 

101 ,979 

2,613 

670,530 

4,325 

20,000 

750 
------

445,911 

277,872 
30,875 
12,000 
7,650 

43,600 
7,650 

27,575 
1,250 

113,805 

3,024 
1,200 

25,679 
1,873 

980 
-----

450,956 

284,558 
14,302 

636 
3,614 

34,496 
7,518 

18,285 
1,276 

105,035 

1,935 
65 

23 ,000 19,929 
-----------

545,277 491 ,649 
------

(99,366) 

101 ,979 

101 ,979 

2,613 

670,530 

(40,693) 

101 ,979 
6,664 

108,643 

67,950 

670,530 

Fund Balance - September 30 (Ending) $ 673,143 $ 673,143 $ 738,480 $ 

The notes to the financial statements are an integral part of this statement. 
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(1 ,301) 
1,200 
5,679 
1,873 

230 

5,045 

(6,686) 
16,573 
11 ,364 
4,036 
9, 104 

132 
9,290 

(26) 
8,770 

(1 ,935) 
(65) 

3,071 

53,628 

58,673 

6,664 

6,664 

65,337 

65,337 



CITY OF HIGHLAND HA VEN, TEXAS 

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS 

TEXAS MUNICIPAL RETIREMENT SYSTEM 

FOR THE YEAR ENDED SEPTEMBER 30, 2025 

FY 2025 FY 2024 FY 2023 
Plan Year 2024 Plan Year 2023 Plan Year 2022 

A. Total Pension Liability 

Service Cost $ 26,866 $ 1,488 $ 

Interest (on the Total Pension Liability) 1,589 627 

Changes of Benefit Terms 8,549 

Difference between Expected and Actual Experience (6,436) 

Changes of Assumptions (562) 

Benefit Payments, Including Refunds of Employee Contributions 

Net Change in Total Pension Liability $ 22,019 $ 10,102 $ 

Total Pension Liability - Beginning 10,102 

Total Pension Liability - Ending $ 32,121 $ 10,102 $ 
B. Total Fiduciary Net Position 

Contributions - Employer $ 17,630 $ 992 $ 

Contributions - Employee 11 ,128 626 

Net Investment Income 171 

Benefit Payments, Including Refunds of Employee Contributions 

Administrative Expense (I) 

Other 

Net Change in Plan Fiduciary Net Position $ 28,928 $ 1,618 $ 

Plan Fiduciary Net Position - Beginning 1,618 

Plan Fiduciary Net Position - Ending $ 30,546 $ 1,618 $ 

C. Net Pension Liability $ 1,575 $ 8,484 $ 

D. Plan Fiduciary Net Position as a Percentage of Total Pension Liability 95.10% 16.02% 

E. Covered Payroll $ 158,971 $ 8,946 $ 

F. Net Pension Liability as a Percentage of Covered Payroll 0.99% 94.84% 

Note: GASB Codification, Vol. 2, P20.146 requires that the data in this schedule be presented for the time period covered by the measurement 
date rather than the governmental entity's current fiscal year. 
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$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

EXHIBIT G-2 

FY2022 FY2021 FY2020 FY2019 FY2018 FY2017 
Plan Year 2021 Plan Year 2020 Plan Year 2019 Plan Year 2018 Plan Year 2017 Plan Year 2016 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 

- $ - $ - $ - $ - $ 
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CITY OF HIGHLAND HA VEN, TEXAS 

SCHEDULE OF CONTRIBUTIONS 

TEXAS MUNICIPAL RETIREMENT SYSTEM 

FOR THE FISCAL YEAR 2025 

EXHIBIT G-3 

2022 2021 2020 

Actuarially Determined Contribution $ 25,723 $ 13,054 $ - $ 

Contributions in Relation to the Actuarially Determined (25,723) (13,054) 
Contributions 

Contribution Deficiency (Excess) 
$ - $ - $ - $ 

Covered Payroll $ 224,510 $ 114,008 $ - $ 

Contributions as a Percentage of Covered Payroll 11.46% 11.45% 

Note: GASB Codification, Vol. 2, P20.146 requires that the data in this schedule be presented as of the governmental entity's respective 
fiscal years as opposed to the time periods covered by the measurement dates ending December 31 for the respective fiscal years. 

As required by GASB 68, this schedule will be buil t prospectively as the information becomes available until IO years of information is 
presented. 
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Valuation Date: 

CITY OF HIGHLAND HAVEN, TEXAS 
NOTES TO THE SCHEDULE OF CONTRIBUTIONS 

SEPTEMBER 30, 2025 

Notes Actuarially determined contribution rates are calculated as of December 31, 
and become effective in January 13 months later. 

Methods and assumptions used to determine contribution rates: 

Actuarial Cost Method 

Amortization Method 

Remaining Amortization 
Period 

Asset Valuation Method 

Inflation 

Salary Increases 

Investment Rate of 
Return 

Retirement Age 

Mortality 

Other Information: 

Entry Age Normal 

Level Percentage of Payroll, Closed 

6 Years (longest amortization ladder) 

10 Year smoothed market; 12% soft corridor 

2.5% 

3.6% to 11.85% including inflation 

6.75% 

Experience-based tables of rates that vary by age. Last updated 
for the 2023 valuation pursuant to an experience study of the 
period ending 2022. 

Post-retirement: 2019 Municipal Retirees of Texas Mortality 
Tables. Males rates are multiplied by 103% and female rates are 
multiplied by 105%. The rates are projected on a fully generational 
basis by the most recent Scale MP-2021 (with immediate 
convergence). 
Pre-retirement: PUB( 10) mortality tables, with 100% of the Public 
Safety table used for males and the 100% of the General 
Employee table used for females. The rates are projected on a fully 
generational basis by the most recent Scale MP-2021 (with 
immediate convergence). 

Notes There were no benefit changes during the year other than TMRS plan participation. 
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CITY OF HIGHLAND HA VEN, TEXAS 

SCHEDULE OF CHANGES IN THE TOT AL OPEB LIABILITY AND RELATED RATIOS 

TEXAS MUNICIPAL RETIREMENT SYSTEM 

FOR THE YEAR ENDED SEPTEMBER 30, 2025 

EXHIBIT G-4 

FY 2025 FY 2024 FY 2023 FY 2022 
Plan Year 2024 Plan Year 2023 Plan Year 2022 Plan Year 2021 

Total OPEB Liability 

Service Cost $ 954 $ 49 $ - $ 

Interest on the Total OPEB Liability 100 76 

Changes of Benefit Terms 1,847 

Difference between Expected and Actual Experience (968) 

Changes of Assumptions (145) 199 

Benefit Payments* 

Net Change in Total OPEB Liability (59) 2, 171 

Total OPEB Liability - Beginning 2,171 -0-

Total OPEB Liability - Ending $ 2, 112 $ 2, 171 $ - $ 

Covered Payroll $ 158,971 $ 8,946 $ - $ 

Total OPEB Liability as a Percentage of Covered Payroll 1.33% 24.27% 

*The Supplemental Death Benefit Fund is considered to be an unfunded OPEB plan under GASB 75 . Because of this benefit 
payments are treated as being equal to the employer's yearly contributions for retirees. 

Note: GASB Codification, Vol. 2, P52. l 39 states that the information on this schedule should be determined as of the 
measurement date of the plan. 

As required by GASB 75 , this schedule will be built prospectively as the information becomes available until IO years of 
information is presented. 
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CITY OF HIGHLAND HAVEN, TEXAS 
NOTES TO THE SCHEDULE OF CHANGES IN THE TOTAL OPEB LIABILITY AND RELATED RATIOS 

SEPTEMBER 30, 2025 

Valuation Date: 
Notes Actuarially determined contribution rates are calculated as of December 31, 

and become effective in January 13 months later. 

Methods and assumptions used to determine contribution rates: 

Inflation 

Salary Increases 

Discount rate* 

Retirees' share of benefit­
related costs 

Administrative expenses 

Mortality rates- service 
retirees 

Mortality rates- disabled 
retirees 

2.5% 

3.60% to 11.85% including inflation. 

4.08% 

$0 

All administrative expenses are paid through the Pension Trust 
and accounted for under reporting requirements under GASB 
Statement No. 68. 

2019 Municipal Retirees of Texas mortality tables. Males rates 
are multiplied by 103% and female rates are multiplied by 105%. 
The rates are projected on a fully generational basis by the most 
recent Scale MP-2021 (with immediate convergence). 

2019 Municipal Retirees of Texas mortality tables with a 4 year 
set-forward for males and a 3-year set-forward for males. In 
addition, a 3.5% and 3% minimum mortality rate will be applied 
to reflect impairment for younger members who become disabled 
males and females, respectively. The rates are projected on a 
fully generational basis by Scale MP-2021 (with immediate 
convergence) to account for future mortality improvements 
subject to the floor. 

*The discount rate was based on the Bond Buyer "20-Bond GO Index" rate closest to, but not later 
than December 31, 2024. 

Note: The actuarial assumptions used in the December 31, 2024 valuation were based on the results 
of an actuarial experience study for the period ending December 31,2022. 

Other Information: 

Notes There were no benefit changes during the year. 
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CITY OF HIGHLAND HA VEN, TEXAS 
ST ATEMENTOF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

BUDGET AND ACTUAL- SOLID WASTE UTILITY FUND 
FOR THEYEARENDEDSEPTEMBER30 2025 

Budgeted Amounts 

Original 

OPERATING REVENUES: 

Charges for Services $ 131,300 
Investment Earnings 50 
Rents and Rovalties 5.200 

Total Operating Revenues 136,550 

OPERATING EXPENSES: 

Purchased Professional & Technical Services 104.000 
Professional & Technical Services 
Purchased Property Services 750 
Other Operating Costs 4,000 

Total Operating Expenses 108,750 

Operating Income (Loss) 27,800 

NON-OPERA TING REVENUES (EXPENSES): 

Investment Earnings 

Total Non-operating Revenue (Expenses) 

Income (Loss) Before Transfers 27,800 

Transfers Out (35,000) 

Change in Net Position (7,200) 
Net Position - October I (Beginning) 83,780 

Net Position - September 30 (Ending) $ 76,580 

The notes to the financial statements are an integral part of this statement. 
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Final 

$ 131,300 
50 

5.200 

136,550 

104.000 

750 
4,000 

108,750 

27,800 

27,800 

(35,000) 

(7,200) 
83,780 

$ 76,580 

Actual 

GAAPBASIS 
(See Note) 

$ 127,812 

5.193 

133,005 

103,861 

103,861 

29,144 

91 

91 

29,235 

(35,000) 

(5,765) 
83,780 

$ 78,015 

EXHIBITH-1 

Variance With 
Final Budget 
Positive or 
(Negative) 

$ (3,488) 
(50) 

(7) 

(3,545) 

104.000 
(103,861) 

750 
4,000 

4,889 

1,344 

91 

91 

1,435 

1,435 

$ 1,435 



CITY OF HIGHLAND HA VEN, TEXAS 
ST A TEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

BUDGET AND ACTUAL - WATER UTILITY FUND 
FOR THE YEAR ENDED SEPTEMBER 30, 2025 

Budgeted Amounts 

Original 

OPERATING REVENUES : 

Charges for Services $ 364,000 
Investment Earnings 3,000 
Other Revenue 200 

Total Operating Revenues 367,200 

OPERA TING EXPENSES : 

Profossional & Technical Services 94,500 
Purchased Property Services 10,400 
Other Operating Expenses 77,075 
Supplies 2,600 
Depreciation 

Total Operating Expenses 184,575 

Operating Income (Loss) 182,625 

NON-OPERA TING REVENUES (EXPENSES): 

Investment Earnings 
Interest Expense - Nonoperating (111 ,270) 

Total Non-operating Revenue (Expenses) (111 ,270) 

Income (Loss) Before Transfers 71 ,355 

Transfers Out (66 ,979) 

Change in Net Position 4,376 
Net Position - October I (Beginning) 916,844 

Net Position - September 30 (Ending) $ 921,220 

The notes to the financial statements are an integral part of this statement. 
46 

Final 

$ 364,000 
3,000 

200 

367,200 

94,500 
10,400 
77,075 

2,600 

184,575 

182,625 

(111 ,270) 

(111 ,270) 

71 ,355 

(66 ,979) 

4,376 

916,844 

$ 921 ,220 

Actual 

GAAP BASIS 
(See Note) 

$ 363,277 

174 

363 ,451 

80,273 
3,772 

42,819 
2,179 

61,888 

190,931 

172,520 

1,858 
(13,085) 

(11 ,227) 

161,293 

(66,979) 

94,314 

916,844 

$ 1,011,158 

EXHIBIT H-2 

Variance With 
Final Budget 
Positive or 
(Negative) 

$ (723) 
(3 ,000) 

(26) 

(3 ,749) 

14,227 
6,628 

34,256 
421 

(61 ,888) 

(6,356) 

(10, 105) 

1,858 
98,185 

100,043 

89,938 

89,938 

$ 89,938 



NEFFENDORF & BLOCKER, P.C. 

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 

Honorable Mayor and Board of Aldermen 
City of Highland Haven, Texas 
Highland Haven, TX 78654 

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 governmental activities, the business­
type activities, each major fund, and the aggregate remaining fund information of City of Highland Haven, Texas, 
as of and for the year ended September 30, 2025, and the related notes to the financial statements, which 
collectively comprise City of Highland Haven, Texas's basic financial statements and have issued our report 
thereon dated March 11, 2026. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered City of Highland Haven, Texas'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 City of Highland Haven, Texas' internal control. 
Accordingly, we do not express an opinion on the effectiveness of City of Highland Haven, Texas' 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 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 or significant deficiencies 
may exist that were not identified. 

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether City of Highland Haven, Texas'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. 

TEL: 830 997 3348 EMAIL: info@nb-cpa.com 
P.O. Box 874 • 909 N Llano, Fredericksburg, TX 78624 
MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS & TEXAS SOCIETY OF CPAs 
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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 aud it 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. 

n .en~ J, &o~, P.t . 
NEFFENDORF & BLOCKER, P.C. 

Fredericksburg, Texas 
March 11 , 2026 
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NEFFENDORF & BLOCKER, P.C. 

March 11, 2026 

Honorable Mayor and Board of Aldermen 
City of Highland Haven 
Highland Haven, TX 

We have audited the financial statements of the governmental activities, the business-type activities and 
each major fund of City of Highland Haven, Texas for the year ended September 30, 2025. Professional 
standards require that we provide you with information about our responsibilities under generally accepted 
auditing standards and Government Auditing Standards, as well as certain information related to the 
planned scope and timing of our audit. We have communicated such information in our letter to you dated 
November 6, 2025. Professional standards also require that we communicate to you the following 
information related to our audit. 

Significant Audit Matters 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by City of Highland Haven, Texas are described in Note 1 to the financial 
statements. GASB Statement No.96, Subscription-Based Information Technology Arrangements and GASB 
Statement No. 101, Compensated Absences were adopted and the application of existing policies was not 
changed during 2025. We noted no transactions entered into by the City of Highland Haven, Texas during 
the year for which there is a lack of authoritative guidance or consensus. All significant transactions have 
been recognized in the financial statements in the proper period. 

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

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

Difficulties Encountered in Performing the Audit 

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

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are clearly trivial, and communicate them to the appropriate level of 
management. Management has corrected all such misstatements. In addition, none of the misstatements 
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detected as a result of audit procedures and corrected by management were material, either individually 
or in the aggregate, to each opinion unit's financial statements taken as a whole. 

Disagreements with Management 

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

Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated March 11, 2026. 

Management Consultations with Other Independent Accountants 

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

Other Audit Findings or Issues 

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

Other Matters 

We applied certain limited procedures to management's discussion and analysis, the budgetary comparison 
schedule- general fund, the schedule of changes in net pension liability and related ratios, schedule of 
employer contributions and the schedule of changes in total OPEB liability and related ratios, which are 
required supplementary information (RSI) that supplements the basic financial statements. Our procedures 
consisted of inquiries of management regarding the methods of preparing the information and comparing 
the information for consistency with management's responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We did 
not audit the RSI and do not express an opinion or provide any assurance on the RSI. 

Recommendations: 

Public Funds Investment Act Compliance 

Local Government Code chapter 2256 Public Funds Investment Act states "The governing body of an 
investing entity shall review its investment policy and investment strategies not less than annually". The 
City failed to review and adopt the investment policy through Board of Alderman action. Investment 
Reports were not prepared and presented to the governing body monthly or quarterly as required by the 
Act. We recommend the Board of Alderman review and adopt the investment policy annually to be in 
compliance with the Public Funds Investment Act and prepare the required investment reports at least 
quarterly . 



This information is intended solely for the use of the Board of Aldermen and management of City of 
Highland Haven, Texas and is not intended to be, and should not be, used by anyone other than these 
specified parties. 

Sincerely, 

n.u~~ J- Bloavt1 P.t~ 
NEFFENDORF & BLOCKER, P.C. 
Fredericksburg, Texas 


