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The TWCARMF enters its 32nd 
year stronger than ever after a very 
full year of meeting challenges, 
re-examining the foundations of the 
Fund, and charting new directions . 
This annual report will recap our 
financial position, which shows an 
unencumbered net position of $19 .7 
million and total assets of over $31 
million . This solid financial footing 
gives us the flexibility to meet 
challenges and make decisions 
for the benefit of our 90-plus 
members . Recent decisions made 
from this advantageous position 
have included:

• expansion of coverage for Board 
members being sued as individuals 
in ultra vires actions,

• expansion of coverage for 
individuals accused in criminal 
matters but completely cleared,

• continued cyber liability for all 
members of the Fund under a joint 
coverage arrangement with the 
premier cyber liability insurance 
company in the world, and 

• legal consulting for members 
engaged in significant litigation that 
could affect other members .

The Board of the Fund has also 
been engaged in examination 
of all the significant Board and 
Fund policies . All of the policies 
are now scheduled for evaluation 
and revision on a routine basis . 
The administrator examines each 
policy between Board meetings 

and makes recommendations to 
the Board for action . Many of the 
policies reviewed in the preceding 
year underwent a clean-up of out 
of date language and mostly minor 
alterations to conform to actual 
practice . The Board also amended 
the by-laws to bring them more 
into conformance with practice and 
current language . They were also 
amended to allow for electronic 
Board meetings conforming to 
Texas law .

One of the best decisions of the 
Board in recent years – and one 
that is bearing excellent results – 
is the revision of the investment 
policy to allow for more freedom 
in investment categories (with 
appropriate safeguards) . We also 

CHAIR’S LETTER

Dear Friends,
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hired a new investment advisor . 
They implemented a conservative 
approach that has improved returns 
significantly . Investment income 
in the 2018/19 year was $712,000 
compared to $104,000 for the 
2017/18 year .

Of course, there are matters that 
continue to pose challenges 
for TWCARMF members . Two 
of the current top issues are 
litigation related to flooding and 
the increasing cost of property 
reinsurance as the global market 
reacts to natural disasters . In 
response to concerns about 
flood-related “takings,” the Board 
approved a new coverage under 
Errors & Omissions for limited 
defense for allegations of takings . 

A limit of $50,000 would be 
available to help defend the entity, 
trustees, officers, and employees .

Another important initiative 
of the Board was to increase 
membership in the Fund . Three 
new members have joined, and 
we continue to work on ideas for 
member retention . We are sincerely 
appreciative for each and every 
member of the Fund .  

We would also like to thank Dean 
Robbins again for his excellent 
service to the TWCA and the 
Risk Management Fund . And we 
welcome Stacey Steinbach who 
has replaced Dean as the Fund’s 
Board Secretary and as General 
Manager of the TWCA . We look 
forward to her involvement with 

the Fund .  And, thank you to the 
members of the Fund who continue 
to support our efforts to meet your 
insurance and risk management 
needs .

Sincerely, 
Jace A. Houston 
Chair, TWCARMF Board of Trustees

This solid financial 
footing gives us the 
flexibility to meet 
challenges and make 
decisions for the 
benefit of our 90-plus 
members. 
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ABOUT THE FUND
An extraordinary commitment to the Fund service and coverage

The TWCA Risk Management Fund provides many services for its members. The following list 
highlights the services and characteristics that distinguish the Fund from its competitors and fulfill 
its service commitment to its members.

 » Fund members own and govern the Fund

 » The Board of Trustees is composed of leaders from water districts including river authorities, irrigation districts, a 
groundwater conservation district, municipal water districts, a drainage district and a wastewater disposal district 

 » The Fund offers comprehensive Risk Management Consulting that addresses:

 contract issues

 insurance requirements 

 claim analysis

 policies and procedures designed to improve risk management 

 comprehensive on-site risk management reviews for Fund members resulting in a report to management and  
  recommendations for improvements in all areas of risk

 risk management review of specific projects, locations or documents 

 » Loss Prevention services are provided by Loss Control Consultants for: 

 facility safety inspections

 direct consultations regarding specific safety issues

 safety training

 helping form and coach safety committees

 investigating serious accidents

 driver training specific to water district vehicles and usage 

 » Loss Control Consultants also present Safety Seminars and Training on-site for individual Fund members or as 
regional workshops at several locations around the state . Recent Topics include:

 Driving Safety

 Lock-out/Tag-out

 Strains, Sprains and Ergonomics

 Analysis of Recent Claims

 » Online safety training includes Spanish language topics

 » Leadership Training for managers and supervisors is provided through courses in: 

 Retaining, Encouraging and Developing Employees for Success

 Respect in the Workplace

 Leadership Skills

 Managing Behavior and Performance 

 Courses are taught either at the Fund member’s location or in a regional setting without cost to the member .   
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 » Fund publications include the quarterly Risk Advisor, Bulletins, Risk Alerts, and various resource and policy 
guides

 » Legal Loss Prevention is offered on a case-by-case basis through defense attorneys familiar with water districts 
and their protections under Texas law

 » Amicus brief or other legal intervention on behalf of members in litigation that could have wide impact on Fund 
members decided at the discretion of the Board of Trustees

 » Periodic professional on-site appraisals ensure accurate replacement cost values for Fund members’ property

 » Online services for: 

 Claim reporting and loss history

 Renewals and Motor Vehicle Record checks

 Accessible and useful website (twcarmf .org) with significant content including upcoming events

 Workshop and seminar registration 

 Archived publications

 Risk checklists 

 FAQ guidance for contractor and vendor insurance requirements 

 » Dedicated claims adjusters handle workers’ compensation, general liability, employment liability and property 
claims for the Fund

 » Members have access to the Political Subdivision Workers’ Compensation Alliance, a preferred and vetted 
direct contracting arrangement with medical providers that provide access to care, excellent outcomes for Fund 
member employees, and reduced medical costs

 » Medical bill review for cost appropriateness and efficacy is standard on every claim

 » Accredited nurse case managers are available to help seriously injured workers and their families navigate and 
understand medical treatment

 » Coverages have evolved over time to respond to emerging risks such as:

 Dam failure liability

 Defense for ultra vires actions against individual district board members and staff

 Defense for allegations of takings suits

 Limited pollution liability

 Assumption of liability by contract

 Employee benefits liability

 Cyber liability including 24 hour breach response
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ABOUT THE FUND
Key Indicators

Reinsurance Program
Protection from catastrophic losses through comprehensive reinsurance is provided by Government Entities 
Mutual, Inc ., PCC, FM Global and other A+ rated reinsurance carriers in a carefully designed program to protect the 
Fund and its members . 

The Fund retains a portion of each claim then reinsurance pays for amounts exceeding the Fund’s retention up to 
their limit of liability . Current retentions and reinsurer limits are:

Financial Highlights
The following financial highlights are taken from the audited financial statements for the period ended June 30, 
2019 .

Coverage Program Fund Retention Reinsurer Limit of Liability Maximum

Workers’ Compensation $300,000 $1,500,000 Satutory*

Liability $400,000 $2,600,000 $7,000,000

Property $200,000 $500,000,000 $500,000,000

2018/19 Financial Highlights (Rounded)

Total Assets $31,000,000

Long Term Investments $23,000,000

Member Net Position $19,700,000

Net Contributions $5,000,000

Investment Income $712,000

Incurred Losses $3,600,000

Net Position Change $669,000

* Statutory limits mean that there is no maximum limit on medical benefits available to injured workers . 
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2018 AND BEYOND
Financial Highlights

Total assets of the Fund increased over 2017/18.  Incurred 
Losses increased and Net position increased slightly. 
Member contributions increased slightly due to member 
growth, new members and a slight increase in rates. The 
Fund’s investment income has increased significantly with 
the new investment program.

Components of 
Contributions
This chart illustrates 
the main categories 
of expenses paid with 
member contributions . 

Net Position
The progress of 
Members’ Net Position 
or equity in the Fund is 
illustrated in this chart . 
The more favorable 
results translate to an 
increase in net position 
for 2018-19 .
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Combined Ratio
A combined ratio is an insurance industry 
measure of the relationship of claims 
costs and expenses to the member 
contributions (premiums) paid by their 
insureds . A combined ratio of 100% 
means that claim costs plus expenses 
equal the member contributions . Results 
in the 2018/19 year were less favorable 
than last year due to slightly increased 
reinsurance costs, claims and expenses .

All Lines Loss 
Rate
The All Lines Loss Rate is 
a benchmark of the total 
of all claims incurred in 
the 2018-19 Fund year 
and previous Fund years 
against the net operating 
expenditures of all 
members of the Fund 
in the years illustrated . 
The rate shown is claims 
cost per $1,000 of net 
operating expenditures .
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Independent Auditors’ Report 

To the Board of Trustees of 
Texas Water Conservation Association Risk Management Fund: 

Report on the Financial Statements 

We have audited the accompanying financial statements of Texas Water Conservation Association Risk 
Management Fund (the “Fund”), which comprise the balance sheets as of June 30, 2019 and 2018, and the 
related statements of operations and changes in net position, and cash flows for the years then ended, and 
the related notes to the financial statements.  

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 an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Fund’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 Fund’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Texas Water Conservation Association Risk Management Fund as of June 30, 2019 
and 2018, and the results of its operations and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and the claims development information and changes in claims liabilities 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 (GASB), 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 audits 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 Financial Information 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying other financial information, consisting of balance sheets by program as of 
June 30, 2019, and the schedules of operations and changes in net position by program for the year ended 
June 30, 2019, is presented for purposes of additional analysis and is not a required part of the 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 financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all material 
respects in relation to the financial statements as a whole. 

November 1, 2019 
Austin, Texas 
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TEXAS WATER CONSERVATION ASSOCIATION 
RISK MANAGEMENT FUND 

BALANCE SHEETS 
AS OF JUNE 30, 2019 AND 2018 

2019 2018
ASSETS

CURRENT ASSETS: 
 $ 5,764,225  $ 5,332,262

1,514,480 428,811

423,379 443,473 
147,334 1,352,320 
119,795 111,260 

Cash and cash equivalents (Note 3) 
Investments – short-term (Note 3) 
Contributions receivable from members, including unbilled 

contributions of $316,437 and $340,522 at June 30, 2019 
and 2018, respectively (Note 2)  

Reinsurance receivable – paid (Note 6) 
Accrued interest 
Prepaid expenses 44,208 3,076,773 

Total current assets 8,013,421 10,744,899

NONCURRENT ASSETS: 
Investments – long-term (Note 3) 22,443,742 19,271,842

Other assets – long-term (Note 9) 500,000 500,000

Total noncurrent assets 22,943,742 19,771,842

TOTAL ASSETS  $ 30,957,163  $ 30,516,741 

LIABILITIES 

CURRENT LIABILITIES: 
 Reserve for losses and loss adjustment expenses — net of 

 reinsurance (Notes 5 and 6)  $ 1,889,092  $ 2,161,247 
4,430,934 4,148,539

- 1,281,392
219,245 170,026

6,539,271 7,761,204

4,721,545 3,727,770

11,260,816 11,488,974 

Unearned member contributions 
Bank overdraft
Other accrued expenses and liabilities 

Total current liabilities 

LONG-TERM LIABILITIES – Reserve for losses and loss 
adjustment expenses – net  of reinsurance (Notes 5 and 6) 

Total liabilities 

NET POSITION – unrestricted 19,696,347 19,027,767 

 $ 30,957,163 $ 30,516,741 TOTAL LIABILITIES AND NET POSITION 

BALANCE SHEETS
As of June 30, 2019 and 2018

TEXAS WATER CONSERVATION ASSOCIATION 
RISK MANAGEMENT FUND 

STATEMENTS OF OPERATIONS AND CHANGES IN NET POSITION 
FOR THE YEARS ENDED JUNE 30, 2019 AND 2018 

2019 2018
CONTRIBUTIONS:

Gross contributions earned  $ 8,044,740  $ 7,800,470
Reinsurance contributions ceded (Note 6) (3,045,014) (2,556,591)

Net earned contributions 4,999,726 5,243,879

LOSSES AND LOSS ADJUSTMENT EXPENSES (Notes 5 and 6) 

Paid losses and loss adjustment expenses – net of 
deductibles, reinsurance recoveries and reinsurance 
recoverables 2,905,201 2,652,041

Change in reserve for losses and loss adjustment expense – net of 
deductibles and reinsurance recoverables 721,620 807,156

Net incurred losses and loss adjustment expenses 3,626,821 3,459,197

OTHER OPERATING EXPENSES: 
Contract and support fees (Notes 4 and 7) 1,351,110 1,393,239
Loss control fees 358,947 402,028
Legal and professional fees 251,784 311,663
Other expenses 224,526 182,102

Total other operating expenses 2,186,367 2,289,032

OPERATING LOSS (813,462) (504,350)

OTHER INCOME: 
Investment income 712,658 253,566
Change in fair value of investments 769,384 (180,150)

1,482,042 73,416

668,580 (430,934)

19,027,767 19,458,701

 $ 19,696,347           $ 19,027,767

Total other income 

NET INCOME (LOSS) 

NET POSITION – Beginning of year 

NET POSITION – End of year

 See notes to financial statements . Financial statements available on request .
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“The TWCA Risk 
Management Fund 
offers comprehensive 
coverage programs 
designed for Texas 
water districts.”

COVERAGES

The TWCA Risk Management Fund offers comprehensive coverage programs designed for Texas 
water districts. Coverages are subject to constant evaluation and revision based on emerging 
risks facing members. Coverages have been evolving since the Fund started in 1988.

The Fund provides statutory Workers’ Compensation coverage with medical benefits and partial 
lost wages for employees injured on the job and in the course of their employment in accordance 
with the Texas Labor Code. Claims adjusters coordinate with Fund members on their return to work 
program and help the injured employee achieve the best medical care and earliest return to work 
possible.

Cyber coverage provides both liability and property coverage for the member’s computers, 
software and data processing operations. Damage to equipment and software by malware, viruses, 
ransomware or other breach attempts are covered. Liability to the district from breaches to private 
and confidential information is also covered for breach response, breach forensics, expenses to 
notify parties who were victims of the breach and any fines levied by regulatory authorities. Basic 
coverage is provided by a master policy of the Fund by Beazley, LLC., a Lloyd’s of London syndicate. 
Beazley provides a 24 hour breach response to help a member contain a breach, limit damage, 
respond and determine how the breach occurred. 

General Liability coverage responds to bodily injury or property damage to third parties arising out 
of the Fund member’s premises or operations.

The Fund provides coverage for third party claims of bodily injury or property damage from the 
operation of the Fund member’s owned, hired or non-owned vehicles. 

Protects member buildings, contents, contractor’s equipment and water related equipment and 
facilities from all risks of direct physical loss. Coverage includes physical damage to owned or 
leased vehicles and Flood coverage for facilities not in a 100 year flood plain.

Errors & Omissions coverage responds to allegations of wrongful acts by Fund members’ 
employees, officers and trustees. Includes coverage for employment related actions by the member. 

General Liability

Automobile Liability

Property

Errors & Omissions

Cyber Coverage

Workers’ Compensation
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River Authorities
Angelina & Neches River Authority

Brazos River Authority

Guadalupe-Blanco River Authority

Lower Colorado River Authority

Nueces River Authority

Sabine River Authority of Texas

San Antonio River Authority

San Jacinto River Authority

Sulphur River Basin Authority

Upper Colorado River Authority

Municipal Water Districts and Authorities
Canadian River Municipal Water Authority

Coastal Water Authority

Colorado River Municipal Water District

Franklin County Water District

Greater Texoma Utility Authority 

Gulf Coast Authority

North Harris County Regional Water Authority

North Texas Municipal Water District

Riverbend Water Resources District

Tom Green County Fresh Water Supply District #2

Upper Neches River Municipal Water Authority

West Central Texas Municipal Water District

West Harris County Regional Water Authority

MEMBERSHIP
2018/19
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Municipal Utility Districts
New Caney Municipal Utility District

Roman Forest Consolidated Municipal Utility District

Wells Branch Municipal Utility District

Special Utility Districts
Mustang Special Utility District

Marilee Special Utility District

Water Control & Improvement Districts
Angelina & Nacogdoches County Water Control and Improvement District #1

Brown County Water Improvement District #1

Cameron County Water Improvement District #10

Hidalgo County Water Improvement District #3

Hidalgo County Water Control and Improvement District #19

Jefferson County Water Control and Improvement District #10

Maverick County Water Control and Improvement District #1

Stonewall Water Control and Improvement District

Tarrant Regional Water District

Tom Green County Water Control and Improvement District #1

Wichita County Water Improvement District #2

Zavala-Dimmit Counties Water Improvement District #1

Port Authorities & Navigation Districts
Chambers-Liberty Counties Navigation District

Orange County Navigation and Port District

Victoria County Navigation District

West Side Calhoun County Navigation District
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Groundwater Conservation Districts
Brazoria County Groundwater Conservation District

Coastal Bend Groundwater Conservation District

Coastal Plains Groundwater Conservation District

Evergreen Underground Water Conservation District

Fort Bend Subsidence District

Harris-Galveston Subsidence District

Hemphill County Underground Water Conservation District

High Plains Underground Water Conservation District

Lone Star Groundwater Conservation District

Medina County Groundwater Conservation District

Mid-East Texas Groundwater Conservation District

North Plains Groundwater Conservation District

North Texas Groundwater Conservation District

Northern Trinity Groundwater Conservation District

Panhandle Groundwater Conservation District

Panola County Groundwater Conservation District

Pineywoods Groundwater Conservation District

Plum Creek Conservation District

Prairielands Groundwater Conservation District

Red River Groundwater Conservation District

Sandy Land Underground Water Conservation District

Upper Trinity Groundwater Conservation District

MEMBERSHIP
2018/19
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Irrigation Districts
Adams Gardens Irrigation District #19
Brownsville Irrigation District
Cameron County Irrigation District #2
Cameron County Irrigation District #6
Delta Lake Irrigation District
Donna Irrigation District Hidalgo County #1
Harlingen Irrigation District Cameron County #1
Hidalgo County Irrigation District #1
Hidalgo County Irrigation District #2
Hidalgo County Irrigation District #5
Hidalgo County Irrigation District #16
Hidalgo and Cameron Counties Irrigation District #9
Santa Cruz Irrigation District #15
United Irrigation District of Hidalgo County
Valley Acres Irrigation District
Ward County Irrigation District #1

Drainage Districts
Brazoria County Drainage District #4
Brookshire-Katy Drainage District
Cameron County Drainage District #1
Cameron County Drainage District #3
Cameron County Drainage District #5
Dewitt County Drainage District
Galveston County Consolidated Drainage District
Jefferson County Drainage District #3
Jefferson County Drainage District #7
Orange County Drainage District of Texas 
San Patricio County Drainage District
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San Jacinto River Authority

SAFETY AWARDS
The Fund’s 2019 safety awards were presented at the Texas Water Conservation Association’s 
Fall Conference in San Antonio. Winners in each category are selected based on their overall 
claims experience in comparison to all other members of the Fund. The five categories of winners 
and the award recipients were:

Canadian River Municipal Water Authority
Franklin County Water District

Most Improved Safety Record in Workers’ Compensation Awards

The Fund member’s workers’ compensation experience modifiers reflect a decline by greater 
than 20 percent from the previous year with a resulting modifier of less than 1.00.

25

Outstanding Safety Record in Workers’ Compensation

Outstanding Safety Record in Workers’ Compensation
Most Improved Safety Record in Workers’ Compensation 
Outstanding Safety Record in Liability
Most Improved Safety Record in Liability
The Leroy Goodson Excellence in Risk Management Award

Superior experience in workers’ compensation claims as reflected by their workers’ 
compensation experience modifier of .75 or better. The experience modifier reflects how well a 
member has controlled its losses over the past three complete years.



Colorado River Municipal Water District            
Gulf Coast Authority  

North Harris County Regional Water Authority       

Cameron County Irrigation District #2
Lone Star Groundwater Conservation District

San Antonio River Authority
Wells Branch Municipal Utility District

Coastal Water Authority

Outstanding Safety Record in Liability Awards

Most Improved Safety Record in Liability Awards

The Leroy Goodson Excellence in Risk Management Award

The Fund member’s liability experience modifier reflects the best liability loss history in General 
Liability, Automobile Liability and Errors & Omissions with a best combined underwriting factor for 
all three liability coverages.

The Fund Members’ liability experience modifier reflects the most improved liability loss history in 
General Liability, Automobile Liability and Errors & Omissions with a best combined underwriting 
factor for all three liability coverages of 20% or better and a resulting Liability modifier of less than 
1.00.

The Leroy Goodson Excellence in Risk Management Award recognizes the effort it takes to achieve 
great results in all areas of risk management. It is named for Leroy Goodson, former General 
Manager of the TWCA to honor his commitment to effective risk management through his constant 
effort to grow and improve the Fund from its inception in 1988 until his retirement in 2016. 
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The Association of Governmental Risk Pools accredited the Fund as compliant with their high standards of 
pool governance and management.  The standards are recognized as the “best practices” by public entity 
pools across the United States.  Accreditation is for three years after which the Fund must re-apply. 

AGRiP Recognition is a current, industry-specific method for member pools to conduct a 
comprehensive review and evaluation of internal operational procedures. Approximately one-
third of AGRiP member pools have achieved AGRiP Recognition.

The Advisory Standards for Recognition provide a framework to examine current practices and 
procedures, train new pool leaders, and provide governing bodies with assurance that operational 
best practices are being met. 

The TWCARMF has received AGRiP Recognition for the 2017–2020 period.

www.twcarmf.org

1-800-580-8922
TWCA Risk Management Fund

P.O. Box 26655
Austin, Texas 78758-0655

office@twcarmf.org

NATIONAL RECOGNITION
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P.O. Box 26655
Austin, Texas 78758-0655

www.twcarmf.org
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