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Trophy Club Municipal Utility District No. 1
Long Term Debt 2015

Contractual Obligations (COs)
CO Repayment

Public Property Contactual Obligation - Series 2010
($179,955) Gapvax

FISCAL PRINCIPAL DUE INTEREST DUE
YEAR 09/01 08/01 MUD NO. 2 TOTAL
2015 35,991.00 1,423.14 37,414.14
$ 35,991.00 $ - S 1,423.14 S 37,414.14
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Trophy Club Municipal Utility District No. 1
Short Term Debt 2014

FISCAL

Note Repayment

Revenue Note - Series 2013
($445,000) Water/Wastewater Capital Projects

PRINCIPAL DUE

INTEREST DUE INTEREST DUE MUD NO. 1

YEAR 09/01 03/01 09/01 TOTAL
2014 143,000.00 7,363.51 2,793.50 153,157.01
2015 150,000.00 2,793.50 1,406.00 154,199.50
2016 152,000.00 1,406.00 153,406.00
445,000.00 $ 11,563.01 $ 4,199.50 $ 460,762.51
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TROPHY CLUB
MUNICIPAL UTILITY DISTRICT NO. 1
BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR

ENDED SEPTEMBER 30, 2014
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ANNUAL FILING AFFIDAVIT

THE STATE OF TEXAS  }
COUNTY OF DENTON  }

I, Jennifer McKnight, General Manager
(Name of Duly Authorized District Representative)

Ofthe Trophy Club Municipal Utility District No. 1
(Name of District)

Hereby swear, or affirm, that the district named above has reviewed and approved at a meeting
of the Board of Directors of the District on the 20th day of January, 2015, its annual audit report
for the fiscal year or period ended September 30, 2014 and that copies of the annual audit report
have been filed in the district office, located at 100 Municipal Drive, Trophy Club, Texas, 76262.

The annual filing affidavit and the attached copy of the audit report are being submitted to the
Texas Commission on the Envirommental Quality in satisfaction of the ammual filing
requirements of Texas Water Code Section 49.194

Date:_January 22 2015 By:

@kﬁaﬁn‘e f District Representative)
Jennifer night, General Manager
(Typed Name & Title of above District Representative)

Sworn to and subscribed to before me this 2\% nc day of VLWU/M‘L;B , OIS .

s . ¢ 7
Z5) | LAURIE ELIZAGETH SLAGHT (wﬁfi‘ [ijred S izabitinSiaal s
% y Public, State of Texas =~ i

5l ;;.; ty Commission Expires (Slgnatum OfNOtﬁIY)
fCay August 23, 2015

My Commission Expires On: {edaiqst A3 . _AOIES
Notary Public in the State of Texas(/

%
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Susan LaFollett, CPA — Partner
Rod Abbott, CPA — Partner

ett and Abbott PLLC

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Trophy Club Municipal Utility District No. |
Trophy Club, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Trophy Club Municipal Utility Distriet No. 1 (the
“District™), as of and for the vear ended September 30, 2014, and the related notes 10 the financial
statements, which collectively comprise the District’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
aceordance 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 sclected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to {raud 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 1n 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 belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

LaFollett and Abbott PLLC
PO Box 717 * Tom Bean, TX - 75489
903-546-6975 * www.lafollettepa.com
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Trophy Club Municipal Utility District No. 1, as of September 30, 2014, and the
respective changes in financial position, for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparisons, and retirement system funding information on pages 3-
" 10 and 35-37 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 Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Trophy Club Municipal Utility District No. 1°s basic financial statements. The
accompanying individual schedules and other supplementary information listed in the table of contents
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The accompanying individual schedules and other supplementary information are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the accompanying individual schedules and other
supplementary information are fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 20,
2015, on our consideration of Trophy Club Municipal Utility District No. 1’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 Governmment Auditing Standards in considering
Trophy Club Municipal Utility District No. 1’s internal control over financial reporting and compliance.

Aol amel. Ol P

Tom Bean, Texas
January 20, 2015 2
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Trophy Club Municipal Utility District No. 1, Texas (the “District”) Management’s Discussion
and Analysis (MD&A) is a narrative overview and analysis designed to provide the reader a
means to identify and understand the financial activity of the District and changes in the
District’s financial position during the fiscal year ended September 30, 2014.

The Management’s Discussion and Analysis is supplemental to, and should be considered along
with, the District’s financial statements.

Financial Highlights

At the close of the fiscal year, the assets of the District exceeded its liabilities by
$16,804,343. Of this amount, $2,961,240 is unrestricted net position and may be used to meet
the District’s ongoing commitments.

The District’s net position increased by $1,654,193 during 2014. The increase is mostly
attributable to $936,481 of developer capital contributions to the District’s water and
wastewater systems.

At the end of the fiscal year, the District’s governmental type funds reported a combined
fund balance of $2,962,683. As of September 30, 2014, the unassigned fund balance of the
General Fund was $488,818.

Long-term debt activity for the District included debt principal repayments totaling
$1,040,991. No new debt was issued by the District during 2014.

Overview of the Financial Statements

The MD&A is intended to introduce the reader to the District’s basic financial statements, which
are comprised of three components: 1. Government-Wide Financial Statements, 2. Fund
Financial Statements, and 3. Notes to Basic Financial Statements. The report also contains other
required supplementary information in addition to the basic financial statements.

Government-Wide Financial Statements — the government-wide financial statements are
designed to provide the reader with a general overview of the District’s finances in a way that is
comparable with financial staterents from the private sector.

TCMUDO000728
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Overview of the Financial Statements — continued
The government-wide financial statements consist of two statements:

1. The Statement of Net Position — (Page 11) this statement presents information on all of
the District’s assets and liabilities; the difference between the two is reported as net
position. Over an extended period, the increase or decrease in net position will serve as a
good indicator of whether the financial position of the District is improving or
deteriorating.

2. The Statement of Activities — (Page 12) gives information showing how the District’s net

position has changed during the fiscal year. All revenues and expenses are reported on
the full accrual basis.

Fund Financial Statements - Fund financial statements provide detailed information about the

most important funds and not about the District as a whole as in the government-wide financial
statements.

The District uses fund accounting to demonstrate compliance with finance related legal
requirements which can be categorized as governmental fund activities.

Governmental Funds — All of the District’s activities are reported in governmental funds. They
are used to account for those functions known as governmental activities. But unlike
government-wide financial statements, governmental fund financial statements focus on how
monies flow into and out of those funds and their resulting balances at the end of the fiscal year.
Statements of governmental funds provide a detailed short-term view of the District’s general
government operations and the basic services it provides. Such information can be useful in
evaluating a government’s short-term financing requirements.

The District maintains three governmental funds. Information is presented separately in the
Governmental Fund Balance Sheet and in the Governmental Fund Statement of Revenues,

Expenditures and Changes in Fund Balances for the General Fund, Debt Service Fund and
Capital Projects Fund.

The District adopts annual appropriated budgets for the General Fund and Debt Service Funds. A

budgetary comparison statement is provided for each annually budgeted fund to demonstrate
compliance with its budget.

Notes to the Basic Financjal Statements — The notes provide additional information that is
essential to a full understanding of the data presented in the government-wide and fund financial
statements. The notes to the basic financial statements can be found on pages 17-34.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Overview of the Financial Statements - continued
Government-wide Financial Analysis

The Management’s Discussion and Analysis highlights the information provided in both the
Statement of Net Position and Statement of Activities in the government-wide financial
statements. It may serve over an extended period of time, as a useful indicator of the District’s
financial position. At the end of the fiscal year, the District’s assets exceeded liabilities by
$16,804,343. Of this amount, $13,843,103 (82%) reflects the District’s investment in capital
assets (e.g., land, buildings, machinery and equipment, net of accumulated depreciation), less
any related outstanding debt used to acquire those assets. The District uses these capital assets to
provide service to the community; therefore these assets are not available for future spending.

Table 1
Condensed Statements of Net Position
Governmental Governmental
Activities Activities
2014 2013

Current and other $ 4,485,026 $ 5,111,997
Capital assets 19,849,794 18,047,016

Total Assets 24,334,820 23,159,013
Long-term liabilities 6,031,304 6,101,472
Other liabilities 1,499,173 1,930,110

Total liabilities 7,530,477 8,031,582
Net Position:
Net nvestment in capital assets 13,843,103 10,886,696
Unrestricted 2,961,240 4,240,735
Total Net Position $ 16,804,343 $ 15,127,431
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Overview of the Financial Statements - continued

District operational analysis — The following table provides a summary analysis of the District’s
consolidated operations for the fiscal years ended September 30, 2014 and 2013. Governmental
activities have increased the District’s net position by $1,654,193, which amounts to a 10.9%
increase in net position for the year ended September 30, 2014.

Table 2
Changes in Net Position
Governmental Governmental
Activities Activities
2014 2013

Revenue:
Program revenue

Charges for services Y 6,150,179 $ 6,070,147

Grants and Contributions 946,481 284,684
General Revenue

Ad valorem taxes 1,740,079 1,619,051
Unrestricted investment earnings 6,255 16,649
Miscellaneous 115,102 114,036
Total Revenue 8,958,096 8,104,567
Expenses:

Water & Wastewater operations 4,083,929 3,759,269

General government 2,113,413 2,290,093

Fire 901,351 811,552

Interest charges 205,210 256,272
Total Expenses 7,303,903 7,117,186
Increase in net position 3 1,654,193 3 987,381

6
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Financial analysis of the District’s funds

Govemmental Funds - the main focus of the District’s governmental funds is to provide
information on the flow of monies to and from the funds, and to note the unassigned fund
balance, which is a good indicator of resources available for spending in the near term. The
information derived from these funds is highly useful in assessing the District’s financial
requirements. The unassigned fund balance may serve as a useful measure of the government’s
net resources available for use at the fiscal year-end.

At the end of the fiscal year, the District’s governmental funds reported combined ending fund
balances of $2,962,683, of which 16%, or $488,818, is unassigned and available to the District

for future spending.
General Fund budgetary highlights

The most significant amendment to the General Fund 2014 budget involved increasing budgeted
capital expenditures by $868,681 for on-going water and wastewater system improveinents.

Revenue: Revenues were $65,521 (0.8%) less than budgeted

e Water and wastewater charges were $120,058 (2.1%) more than budgeted.
o Utility fees were $250,909 (43.1%) less than budgeted.

Expenses: Expenses were $152,028 (1.8%) less than budgeted

» Water operations expenditures were $394,226 (9.6%) less than budgeted.

o Non-departmental expenditures were $394,226 (102.9%) more than budgeted and
attributable to budget overruns for legal expenses.

Debt Service Fund:

e Debt Service Fund budget versus actual results were generally in line with expectations.
The fund experienced a slight decrease in fund balance of $3,126 due to a small 0.9%
unfavorable budget variance for property tax revenue.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Capital Asset and Debt Administration

The District’s investment in capital assets for its governmental activities as of September 30,
2014 amounted to $19,849,794, net of accumulated depreciation. This represents a broad range
of capital assets including, but not limited to land, buildings, improvements, machinery and
equipment, vehicles, and water, wastewater treatment, and wastewater collection systems.

Capital assets increased 10% during 2014 primarily due to approximately $1.3 million of on-
going water and wastewater system improvements and $936,481 of capital contributions.
Additional information about capital asscts may be found in Note 5 in the notes to financial
statements.

Debt administration

Long-Term Liabilities — at the end of the current fiscal year, the District had $6,031,304 of
general obligation bonds, notes payable and accrued compensated absences, which is a decrease
of 15.8% from the previous fiscal year. Of this amount, $7,065,539 is backed by the full faith
and credit of the government. No new debt was issued for the District during 2014.

Table 3
Outstanding Debt at Year-end

Governmental Governmental
Activities Activities
2014 2013

General obligation bonds $ 5,668,700 3 6,111,557

Contractual obligations - 70,000
Notes payable 337,991 883,982
Compensated absences 24,613 94,781
Total $ 6,031,304 3 7,160,320
8
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Economic factors and next year’s budgets and rates:
General fund fiscal year 2015 budgetary highlights:

Revenue: The District’s 2015 operational revenue is budgeted to increase by
$1,298,499.

o Property tax revenue is budgeted to increase from $1 ,026,805 for fiscal year 2014 to
$1,040,716 for fiscal year 2015.
o Water and wastewater revenue is budgeted to increase by $2,099,396 due to an increase in
the number of utility customers and to a rate increase that was effective July 1, 2014.

e Utility fee revenue is budgeted to decrease by $398,109 due to slow down of expected
new home construction in the Public Improvement District.
e Reserve funds of $100,000 will be allocated to the Debt Service Fund.

Expenses: The District’s 2015 operational expense is budgeted to increase by $1,298,499.
The wholesale water expense will increase by $589,835 due to an increase in
the cost of water purchased from wholesaler.

Overall:

The District’s 2015 operational budget is anticipated to have expenses of $9,862,873 and
revenues of $9,862,873.

Debt Service Fund 2015 budget:

e Debt service revenues are budgeted to increase from $624,495 in fiscal year 2014 to
$1,078,256 in fiscal year 2015. This is an increase of $453,761 and is needed to cover
new debt service expenses.

e Property tax revenues are budgeted to increase by $76,803 due to an increase in taxable
property values.

o Reserve funds of $100,000 will be allocated to the Debt Service Fund in fiscal year 2015.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2014

Economic factors and next year’s budgets and rates: (Continued)

The consolidated District’s overall budget for revenue increased from $9,188,869 in fiscal
year 2014 to $10,941,129, in fiscal year 2015, which is a 19.07% increase. The overall
budgeted expenses increased from $9,188,869 to $10,939,204, which is a 19.05% increase.

The O&M tax decreased and the debt service tax increased which resulted in the overall tax
rate remaining the same for 2015 as was assessed in 2014.

Requests for information

This financial report is designed to provide a general overview of the District’s consolidated
finances for all interested parties. Questions concerning any of the information in this report or
requests for additional information should be directed to the Trophy Club Municipal Utility
District No. 1, Finance Manager, 100 Municipal Drive, Trophy Club, Texas 76262.
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TCMUDO000735

676



BASIC FINANCIAL STATEMENTS

TCMUDO000736
677




TROPHY CLUB MUNICIPAYL UTILITY DISTRICT NO. 1

STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

ASSETS

Cash and cash equivalents
Receivables
Accounts receivable, net
Taxes
Due from other governments
Prepaids
Non-depreciable capital assets:
Land
Construction in progress
Depreciable capital assets: (net)
Buildings and other improvements
Machinery, vehicles, and other equipment
Water system
Organization costs

TOTAL ASSETS

LIABILITIES

Accounts payable
Accrued liabilities
Accrued interest payable
Customer deposits
Noncurrent liabilities:
Debt due within one year
Debt due in more than one year

TOTAL LIABILITIES

NET POSITION

Net investment in capital assets
Unrestricted

TOTAL NET POSITION

Governmental
Activities

$ 3,431,448

969,666
38,046
31,886
13,980

648,178
1,366,502

3,099,011
1,313,382
13,365,163
57,558

3 24,334,820

$ 1,148,882
35,418

14,876

299,997

625,991
5,405,313

7,530,477

13,843,103
2,961,240

3 16,804,343

The notes to financial the statements are an integral part of this statement.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2014

Governmental Activities

Net (Expenses)
Revenue and
Changes in Net
Program Revenues Assets
Operating Capital Grants
Charges for Grants and and Governmental
Program Activities Expenses Services Contributions Contributions Activities
Governmental Activities

General government $ 1,320,187 § 419307 § - $ - $ (900,880)

Water operations 3,160,821 3,534,240 - 224,812 598,231

Wastewater operations 688,212 2,196,632 - 711,669 2,220,089
Wastewater collection system 234,896 - - - (234,896)
Non-Departmental 781,325 - - - (781,325)
Directors 11,901 - : - - (11,901)
Fire 901,351 - 10,000 - (891,351)
Interest on long term debt 205,210 - - - (205,210)

Total governmental
actjvities $ 7,303,903 § 6,150,179 § 10,000 § 936,481 % (207,243)
General Revenues:

Ad valorem taxes 1,740,079

Investment income 6,255

Miscellaneous 115,102

Total general revenues 1,861,436

Change in net position 1,654,193

Net Position - beginning of year 15,127,431

Prior period adjustments 22,719

Net Position - end of year $ 16,304,343

The notes to the financial statements are an integral part of this statement.
12
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2014
ASSETS
Debt Capital Total
Service Projects Governmental
General Fund Fund Fund Funds
Assets
Cash and cash equivalents $ 3,264,105 $ 15,253 $ 152,090 $ 3,431,448
Receivables:
Accounts receivables, net 969,666 - - 969,666
Taxes 28,051 9,995 - 38,046
Due from other governments 31,886 - - 31,886
Due from other funds 86,259 - - 86,259
Prepaids 13,980 - - 13,980
TOTAL ASSETS $ 4393947 § 25,248 $ 152,090 $ 4,571,285
LIABILITIES, DEFERRED INFLOWS, AND FUND BALANCES
Liabilities
Accounts payable 3 1,092,819 5 500 3 55,563 5 1,148,882
Accrued liabilities 35,418 - - 35,418
Customer deposits 299,997 - - 299,997
Due to other funds - - 86,259 86,259
Total liabilities 1,428,234 500 141,822 1,570,556
Deferred Inflows of Resources
Unavailable revenues - property taxes 28,051 9,995 - 38,046
Total deferred inflows of resources 28,051 9,995 - 38,046
Fund Balances
Non-spendable prepaids 13,980 - - 13,980
Assigned-Capital outlays 2,434,364 - 10,268 2,445,132
Assigned-Debt service - 14,753 - 14,753
Unassigned 488,818 - - 488,818
Total fund balauces 2,937,662 14,753 10,268 2,962,683
TOTAL LIABILITIES, DEFERRED
INFLOWS, AND FUND BALANCES $ 4,393,947 h) 25,248 $ 152,090 5 4,571,285
The notes to financial statements are an integral part of this statement.
13
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1

RECONCILIATION OF THE GOVERNMENTAL FUNDS

BALANCE SHEET TO STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

Total fund balances - governmental funds

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

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds balance sheet.

Unavailable tax revenues that are reported as deferred inflows of resources in the
governmental funds balance sheet is recognized as revenue in the government-wide
financial statements.

Interest payable on long term debt does not require current financial
resources; therefore interest payable is not reported as a liability in the
governmental funds balance sheet.

Accrued compensated absences do not require the use of current financial resources;

therefore accrued vacation is not reported as a liability in the governmental
funds balance sheet.

Long-term liabilities, including bonds payable are not due and payable in the
current period and, therefore, are not reported in the fund financial statements.

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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19,849,754

38,046

(14,876)

(24,613)

(6,006,691)

$ 16,804,343

TCMUDO000740

681




TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1

Revenues:

Water and wastewater charges

Taxes
Utility Fees
Miscellaneous

Oversize meter reimbursements

Inspection and tap fees

Intergovernmental revenues

Investment income

Total Revenues:

Expenditures

Water

Adminstration

Wastewater

Fire

Collections

Non-Departmental

Board of Directors

Capital Outlay

Debt Service
Principal

Interest and fiscal charges
Bond Administrative Fees

Total Expenditures:

Excess (deficiency) of revenues

over (under) expenditures

Other Financing Sources (Uses)

Transfers in
Transfers out

Total Other Fiuancing Sources (Uses):

Net change in fund balance

Fund Balances - beginning of year

Fund Balances - end of year

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2014

Debt Capital Total
Service Projects Governmental
General Fund Fund Fund Funds
$ 5,730,872 § - b - $ 5,730,872
1,340,502 389,668 - 1,730,170
331,200 - - 331,200
115,102 - - 115,102
77,380 - - 717,380
10,725 - - 10,725
10,000 - - 10,000
6,071 97 87 6,255
7,621,852 389,765 87 8,011,704
3,031,672 - - 3,031,672
990,577 - - 990,577
621,108 - - 621,108
879,830 - - 879,830
185,561 - - 185,561
776,992 - - 776,992
11,901 - .- 11,901
990,311 - 354,919 1,345,230
615,991 425,000 - 1,040,991
26,656 197,195 - 223,851
- 1,500 - 1,500
8,130,599 623,695 354,919 9,109,213
(508,747) (233,930) (354,832) (1,097,509)
- 230,804 120,000 350,804
(350,804) - - (350,804)
(350,804) 230,804 120,000 -
(859,551) (3,126) (234,832) (1,097,509)
3,797,213 17,879 245,100 4,060,192
$ 2937662 § 14,753 § 10,268 § 2,962,683

The notes to financial statements are an integral part of this statement.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
RECONCILIATION OF THE STATEMENT OF REVENUES
EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2014

Net change in fund balances - total governmental funds 3

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

Depreciation expense on capital assets reported in the statement of activities
does not require the use of current financial resources, therefore, depreciation
expense is not reported as expenditures in the governmental funds.

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the costs of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount of capital assets recorded in the current period.

Debt principal payments reduces long-term liabilities in the statement of net
position, but it is recorded as an expenditure in the governmental funds.

Current year contributions of capital assets are not recorded in the governmental funds,
but are recognized for the government-wide financial statements.

Governmental funds report the effects of debt premiums, debt discounts, and deferred
losses on refunding when debit is first issued, whereas the amounts are deferred
and amortized in the statement of activities.

Various other reclassifications and eliminations are necessary to convert from the
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing the change in deferred revenue and various other items. The net effect
of these reclassifications is to decrease net position.

Current year changes in accrued interest payable do not require the use of current
financial resources and, therefore, are not reported as expenditures in the
governmental funds.

(1,097,509)

(671,240)

1,345,230

1,111,159

936,481

17,857

9,931

2,284

Change in net position of governmental activities 1]

1,654,193

The notes to the financial statements are an integral part of this statement.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. General Statement

Denton County Municipal Utility District No. 1 (the District) was created by the Texas Water
Rights Commission (later known as Texas Commission on Environmental Quality (TCEQ)) on
March 4, 1975 and confirmed by the electorate of the District at a confirmation election on
October 7, 1975. The Board of Director’s held its first meeting on April 24, 1975. The Bonds
were first sold on June 8, 1976. The District operates pursuant to Article XVI, Chapter 59 of the
Texas Constitution and Chapter 54 of the Texas Water Code, as amended. Effective April 1,
1983, the District’s name was officially changed by order from Denton County Municipal Utility
District No. 1 to Trophy Club Municipal Utility District No. 1.

On May 9, 2009, citizens voted to consolidate the District and Trophy Club Municipal Utility
District No. 2 (MUD2). As a result, the District reports consolidated activity and balances for the
District and the entities formerly known as MUD2 and the Trophy Club Master District Joint
Venture (a joint venture of MUD1 and MUD2).

The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
the District. The financial statements of the District have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to government units.

B. Financial Reporting Entity

As required by accounting principles generally accepted in the United States of America, these
financial statements include the activities of the District and any organizations for which the
District is financially accountable or for which the nature and significance of their relationship
with the District are such that exclusion would cause the reporting entity's financial statements to
be misleading or incomplete.

The definition of the reporting entity is based primarily on the notion of fmancial accountability.
A primary government is financially accountable for the organizations that make up its legal
entity. It is also financially accountable for legally separate organizations if its officials appoint a
voting majority of an organization's governing body and either it is able to impose its will on that
organization or there is a potential for the organization to provide specific financial benefits to, or
to impose specific financial burdens on, the primary government. A primary government may also
be financially accountable for governmental organizations that are fiscally dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, or activities of, or the level of services performed or provided by,
the organization. A financial benefit or burden relationship exists if the primary government (a) is
entitled to the organization's resources; (b) is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide financial support to, the organization; or (c) is
obligated in some manner for the debt of the organization. Some organizations are included as
component units because of their fiscal dependency on the primary government. An organization
is fiscally dependent on the primary government if it is unable to adopt its budget, levy taxes, set
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

rates or charges, or issue bonded debt without approval by the primary govermnment. Accordingly,
the District has no component units.

C. Government-Wide and Fund Financial Statements

The govemnment-wide financial statements (the statement of net position and the statement of
activities) report information on all of the activities of the District, except for fiduciary funds. The
effect of interfund activity has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for support.
The activities of the District are comprised only of governmental activities.

The statement of activities demonstrates the degree to which the direct expenses of a given
program are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific program. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given program
and 2) operating or capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Fund Financial Statements

The District segregates transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. These statements are
required to present each major fund in a separate column on the fund financial statements. For
fiscal year 2014, the major fund is the General Fund. The non-major funds are the Capital
Projects Fund and Debt Service Fund.

Governmental funds are those funds through which most governmenta] functions typically are
financed. The measurement focus of governmental funds is on the sources, uses and balance of
current financial resources. The District has presented the following governmental funds:

General Fund

The General Fund is the main operating fund of the District. This fund is used to account
for all financial resources not accounted for in other funds. All general tax revenues and
other receipts that are not restricted by law or contractual agreement to some other fund
are accounted for in this fund. General operating expenditures, fixed charges and capital
improvement costs that are not paid through other funds are paid from the General Fund.

Debt Service Fund

The Debt Service Fund is used to account for resources accumulated and payments made
for principal and interest on the long-term debt of governmental funds.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Capital Projects Fund

The Capital Projects Fund is used to account for funds received and expended for the
acquisition and construction of infrastructure and other capital assets.

D. Measurement Focus and Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of

accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

The government-wide statements are reported using the economic resources measurement focus
and the accrual basis of accounting.

The economic resources measurement focus means all assets and liabilities (whether current or
non-current) are included on the statement of net position and the operating statements present
increases (revenues) and decreases (expenses) in net total position. Under the accrual basis of

accounting, revenues are recognized when earned. Expenses are recognized at the time the liability
is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual;
i.e., when they become both measurable and available.

“Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. The District considers receivables collected within sixty days after year-end to be
available and recognizes them as revenues of the current year. Expenditures are recorded when the

related fund liability is incurred. However, debt service expenditures are recorded only when
payment is due.

The revenues susceptible to accrual are interest income and ad valorem taxes. All other
governmental fund revenues are recognized when received.

E. Cash and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments of three months or less from the date of acquisition.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

E. Cash and Investments - Continued

The District’s investment policy requires that all monies be deposited with the authorized District
depository or in (1) obligations of the United States or its agencies and instrumentalities; (2) direct
obligations of the State of Texas or its agencies; (3) other obligations, the principal of and interest
on which are unconditionally guaranteed or insured by the State of Texas or the United States; (4)
obligations of states, agencies, counties, cities, and other political subdivisions of any state having
been rated as to investment quality by a nationally recognized investment rating firm and having
received a rating of not less than A or its equivalent; (5) certificates of deposit by state and
national banks domiciled in this state that are (A) guaranteed or insured by the Federal Deposit
Insurance Corporation, or its successor; or, (B) secured by obligations that are described by (1) -
@); or, (6) fully collateralized direct repurchase agreements having a defined termination date,
secured by obligations described by (1), pledged with third party selected or approved by the
District, and placed through a primary government securities dealer.

All investments are recorded at fair value based on quoted market prices. Fair value is the amount
at which a financial instrument could be exchanged in a current transaction between willing
parties.

F. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the government-wide
financial statements. All capital assets are valued at historical cost or estimated historical cost if
actual historical cost is not available. Donated assets are valued at their fair market value on the
date donated. Repairs and maintenance are recorded as expenses. Renewals and betterments are

capitalized. Interest has not been capitalized during the construction period on property, plant and
equipment.

Assets capitalized have an original cost of $5,000 or more and over one year of useful life.
Depreciation has been calculated on each class of depreciable property using the straight-line
method. Estimated useful lives are as follows:

Buildings 50 Years
Improvements other than buildings 15-30 Years
Machinery and equipment 5-15 Years
Vehicles 6- 12 Years
Water and wastewater systems 30 - 65 Years
20
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

G. Accumulated Vacation Time

Employees earn vacation pay based upon seniority that accrues at various rates up to a maximum
four weeks per year. Upon termination, employees will be paid for their unused earned vacation.
The District records a liability for the value of these compensated absences.

H. Organizational Costs

The District, in conformance with requirements of the TCEQ, capitalized costs incurred in the
creation of the District. The TCEQ requires capitalization of organizational costs for the
construction period, amortized bond premium and discount losses on sales of investments, accrued
interest on investments purchased, attorney fees and some administrative expenses until
construction and acceptance or use of the first revenue producing facility has occurred. The
District amortizes the organizational costs using the straight-line method over a period of 22 to 45
years.

I. Net Position

Net position represents the difference between assets and liabilities. Net position invested in
capital assets, net of related debt consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any borrowing used for the acquisition, construction or
improvements of those assets, and adding back unspent proceeds. Net position is reported as
restricted when there are limitations imposed on their use either through the enabling legislations
adopted by the District or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

J. Estimates

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosures of contingent assets and
liabilities, and the reported amounts of revenue and expenses/expenditures. Actual results could
differ from those estimates.

K. Fund Balances

Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions (GASB 54) defines the different types of fund balances
that a governmental entity must use for financial reporting purposes in the fund financial

statements for governmental type funds. It does not apply for the government-wide financial
statements.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

K. Fund Balances - Continued

GASB 54 requires the fund balance amounts to be properly reported within one of the following
fund balance categories:

Nonspendable - such as fund balance associated with inventories, prepaids, long-term loans and

notes receivable, and property held for resale (unless the proceeds are restricted, committed, or
assigned)

Restricted - fund balance category includes amounts that can be spent only for the specific
purposes stipulated by constitution, external resource providers, or through enabling legislation,

Committed - fund balance classification includes amounts that can be used only for the specific

purposes determined by a formal action of the Board of Directors (the district’s highest level of
decision-making authority),

Assigned - fund balance classifications are assigned by the District Manager with the intentions to
be used by the government for specific purposes but do not meet the criteria to be classified as
restricted or committed, and

Unassigned - fund balance is the residual classification for the government’s General Fund and
includes all spendable amounts not contained in the other classifications, and other fund’s that
have total negative fund balances.

NOTE 2. CASH AND INVESTMENTS

The funds of the District must be deposited and invested under the terms of a contract, contents of
which are set out in the Depository Contract Law. The depository bank places approved pledged
securities for safekeeping and trust with the District's agent bank in an amount sufficient to protect
District funds on a day-to-day basis during the period of the contract. The pledge of approved
securities is waived only to the extent of the depository bank's dollar amount of Federal Deposit
Insurance Corporation (FDIC) insurance.

At September 30, 2014, the carrying amount of the District’s deposits (cash, certificates of deposit,
and non-pooled savings accounts) was $2,096,845 and the bank balance was $2,078,148. The
District’s cash deposits at September 30, 2014, and during the year then ended were entirely covered
by FDIC insurance, pledged securities, or by a letter of credit pledged by the District’s agent bank in
the District’s name.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 2. CASH AND INVESTMENTS -~ CONTINUED

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

Statutes and the District’s investment policy authorized the District to invest in the following
investments as summarized below:

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity ~ of Portfolio In One Issuer

U.S. Treasury Obligations 2 years 50% NA
U.S. Agencies Securities 2 years 50% NA
State of Texas Securities 2 years 50% NA
Certificates of Deposits 2 years 90% NA
Money Market 2 years 90% NA
Investment pools 2 years 90% NA

The Act also requires the District to have independent auditors perform test procedures related to
investment practices as provided by the Act. The District is in substantial compliance with the
requirements of the Act and with local policies.

Cash and investments as of September 30, 2014 are classified in the accompanying financial
statements as follows:

Statement of Net Position:
Primary Government:

Cash and cash equivalents $ 3,431,448
Total cash and investments $ 3,431,448
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014
NOTE 2. CASH AND INVESTMENTS —~ CONTINUED

Cash and investments as of September 30, 2014 consist of the following:

Petty Cash 3 600
Deposits with financial institutions 2,096,845
Texpool Investments 1,334,003

Total cash and pooled investments $ 3,431,448

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Generally, the longer the maturity of an investment the greater the sensitivity of its
fair value to changes in market interest rates. One of the ways that the District manages its exposure
to interest rate risk is by investing mainly in investment pools which purchase a combination of
shorter term investments with an average maturity of less than 60 days thus reducing the interest rate
risk. The District monitors the interest rate risk inherent in its portfolio by measuring the weighted
average maturity of its portfolio. The District has no specific limitations with respect to this metric.

As of September 30, 2014, the District had the following investment:

Weighted

Average

Investment Type Amount Maturity
TexPool $ 1,334,003 53 days

Total Investments $ 1,334,003

As of September 30, 2014, the District did not invest in any securities which are highly sensitive to
interest rate fluctuations.

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the minimum rating required by (where applicable)
the Public Funds Investment Act, the District’s investment policy, or debt agreements, and the actual
rating as of year-end for each investment type.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 2. CASH AND INVESTMENTS — CONTINUED

Minimum Rating as
Lepgal of Year
Investment Type Amount Rating End
TexPool $ 1,334,003 AAAmM AAAmM

Total Investments $ 1,334,003

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in
any one issuer. As of September 30, 2014, other than external investment pools, the District did
not have 5% or more of its investments with one issuer.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover
collateral securities that are in the possession of an outside party. The custodial credit risk for
investments is the risk that, in the event of the failure of the counterparty to a transaction, a
government will not be able to recover the value of its investment or collateral securities that are
in the possession of another party. The Public Funds Investment Act and the District’s investment
policy do not contain legal or policy requirements that would limit the exposure to custodial credit
risk for deposits or investments, other than the following provision for deposits: The Public Funds
Investment Act requires that a financial institution secure deposits made by state or local
governmental units by either 1) pledging securities in an undivided collateral pool held by a
depository regulated under state law (unless so waived by the governmental unit), or 2) an
irrevocable standby letter of credit with the District named as the beneficiary. The market value of
pledged securities in the collateral pool or the value of the letter of credit must equal at least the
bank balance less FDIC insurance at all times.

Investment in State Investment Pools

The District is a voluntary participant in TexPool. The State Comptroller of Public Accounts
exercises responsibility over TexPool. This oversight includes the ability to significantly influence
operations, designation of management, and accountability for fiscal matters. Additionally, the
State Comptroller has established an advisory board composed of both participants in TexPool and
other persons who do not have a business relationship with TexPool. TexPool operates in a
manner consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940. TexPool
uses amortized costs rather than market value to report net assets to compute share prices.
Accordingly, the fair value of the position in TexPool is the same as the value of TexPool shares.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 3. ACCOUNTS RECEIVABLE

Receivables as of year-end, including the applicable allowances for uncollectible accounts, are as

follows:

Accounts Receivable:

MUD water $ 489,293
MUD sewer 239,218
Unbilled receivables 147,752
Refuse (as agent for Town of Trophy Club) 61,676
Refuse tax (as agent for Town of Trophy Club) 5,300
Storm drainage (as agent for Town of Trophy Club) 38,478
981,717
Allowance for uncollectible accounts (12,051)
Total (net) 5 969,666
Due from Other Governments:
Town of Trophy Club b 31,886
NOTE 4. INTERFUND TRANSFERS
Transfers between funds during the year are as follows:

Transfer In Transfer Out Amount Purpose
Capital Projects General Fund $ 120,000 Capital Imp. Reimbursements
Debt Service General Fund 230,804 Debt service

Total $ 350,804
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 5. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2014, was as follows:

Governmental Activities:

Capital assets - Non-Depreciable
Land
Construction in progress (restated)
Total capital assets
not being depreciated

Capital assets - Depreciable
Buildings

Improvements other than buildings
Machinery and equipment
Organization costs

Vehicles

Water system

Wastewater treatment system
Wastewater collection system

Total capital assets
being depreciated
Less accumulated
depreciation for:
Buildings
Improvements other than buildings
Machinery and equipment
Organization costs
Vehicles
Water system
Wastewater treatment system
Wastewater collection system
Total accurmulated
depreciation
Governmental activities capital
assets, net

Beginning Retirements/ Ending
Balances Additions Transfers Balance

$ 648,178 3 - $ - $ 648,178
361,822 1,527,999 (523,319) 1,366,502
1,010,000 1,527,999 (523,319) 2,014,680
3,344,790 - - 3,344,790
303,492 - - 303,492
1,651,136 - 15,505 1,666,641
2,331,300 - - 2,331,300
1,477,017 - - 1,477,017
9,720,832 412,091 214,566 10,347,489
5,663,320 341,641 - 6,004,961
3,208,855 - 293,248 3,502,103
27,700,742 753,732 523,319 28,977,793
(258,974) (66,888) - (325,862)
(212,591) (10,819) - (223,410)
(648,301) (89,690) - (737,991)
(2,229,494) (44,248) - (2,273,742)
(997,585) (94,701) - (1,092,286)
(3,081,035) (168,343) - (3.,249,378)
(1,779,496) (140,977 - (1,920,473)
(1,263,964) (55,574) - (1,319,538)
{10,471,440) (671,240) - (11,142,680)

$ 18,239,302

$ 1,610491 §

$ 19,849,793
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NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 5. CAPITAL ASSETS - CONTINUED

Depreciation expense was charged as direct expense to programs of the primary government as
follows:

General government b 360,484
Water operations 148,114
Fire department 21,521
Non-Departmental 4,333
Wastewater operations 80,436
Wastewater collection systems 56,352

Total depreciation expense $§ 671,240

NOTE 6. LONG-TERM DEBT

At September 30, 2014, the District's long-term debt payable consisted of the following:

Interest Year Average
Rate of Final Annual Original Qutstanding
Description Payable Issue  Maturity Payment Amount 9/30/2014
Tax and revenue bonds:
Improvements 3.50-5.00% 2010 2031 148,205 2,000,000 § 1,800,000
Refunding 2.00-3.00% 2012 2023 251,373 2,355,000 1,980,000
Refunding 2.00-3.50% 2013 2023 224,734 1,905,000 1,740,000
$ 5,520,000
Notes payable:
Equipment 3.90% 2010 2015 201,318 179,955 % 35,991
Water/Wastewater Imp.'s 1.85% 2013 2016 153,588 445,000 302,000
3 B
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 6. LONG-TERM DEBT - CONTINUED

The following is a summary of long-term debt transactions of the District for the year ended
September 30, 2014:

Beginning Ending Due Within
Balance Additions Reductions Balance Ore Year
Governmental Activities:
Tax, revenve, and refinding bonds  § 5,945,000  § - 3 (425,000) $5,520,000 $ 440,000
Contractual obligations 70,000 - (70,000) - -
Deferred loss on refunding (8,666) - 867 7,799 -
Premium on bonding 175,223 - (18,726) 156,497 -
6,181,557 - (512,859) 5,668,698 440,000
Notes payable 883,982 - (545,991) 337,991 185,991
Compensated absences 94,781 - (70,168) 24,613 -
Total Governmental Activities
Long-term Liabilities $7,160,320 § - $(1,129,018) $6,031,302 § 625,991

The annual requirements to amortize all debt outstanding as of September 30, 2014, are as follows:

Tax, revenue, and refunding bonds:

Year Ending

September 30, Principal Interest Total
2015 $ 440,000 $ 178,508 5 618,508
2016 450,000 168,658 618,658
2017 470,000 155,783 625,783
2018 480,000 142,309 622,309
2019 505,000 128,534 633,534

2020-2024 2,270,000 401,015 2,671,015
2025-2029 620,000 140,160 760,160
2030-2031 285,000 18,276 303,276

Total § 5,520,000 3 1,333,243 $ 6,853,243
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NOTE 6. LONG-TERM DEBT - CONTINUED

Notes payable:
Year Ending
September 30, Principal Interest Total
2015 $ 185,951 $ 5,623 $ 191,614
2016 152,000 1,406 153,406

Total % 337,991 $ 7,029 $ 345,020

Tax Revenue Bonds

The tax revenue bonds are payable from the proceeds of ad valorem taxes levied upon all property
subject to taxation within the District, without limitation as to rate or amount, and are further payable
from, and secured by a lien on and pledge of the net revenue to be received from the operation of the
District’s waterworks and sanitary sewer system.

The outstanding bonds are callable for redemption prior to maturity at the option of the District as
follows:

Series 2010 - All maturities from 2021 to 2025 are callable in principal increments of $5,000 on or
after September 1, 2020 at par plus unpaid accrued interest to the fixed date for redemptions.

Series 2012 - All maturities from 2021 to 2023 are callable in principal increments of $5,000 on or
after September 1, 2020 at par plus unpaid accrued interest to the fixed date for redemptions.

Series 2013 — The Series 2013 bonds are not subject to redemption prior to their stated maturity.

Contractual obligations and notes payable are liquidated from the General Fund. Tax and revenue
bonds are liquidated from the Debt Service Fund.

The provisions of the bond resolutions relating to debt service requirements have been met, and the
cash allocated for these purposes was sufficient to meet debt service requirements for the year ended
September 30, 2014.

NOTE 7. PROPERTY TAXES

Property taxes are levied as of October 1, on the assessed value listed as of the prior January 1, for ali
real and certain personal property located in the District. The appraisal of property within the District
is the responsibility of Denton Appraisal District (Appraisal District) as required by legislation passed
by the Texas legislature. The Appraisal District is required under such legislation to assess all
property within the Appraisal District on the basis of 100% of its appraised value and is prohibited
from applying any assessment ratios. The value of property within the Appraisal District must be
reviewed every five years; however, the District may, at its own expense, require annual reviews of
appraised values. The District may challenge appraised values established by the Appraisal District
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NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

NOTE 7. PROPERTY TAXES - CONTINUED

through various appeals and, if necessary, legal action. Property taxes for the District are not limited
as to rate or amount. In an election held October 7, 1975, the electorate of the District authorized the
levy of up to $0.25 per $100 valuation for the operations and maintenance of the District. Property
taxes attach as an enforceable lien on property as of January 1, following the levy date. Taxes are due
by January 31, following the levy date.

Property taxes are recorded as receivables when levied. Following is information regarding the 2014
tax levies:

Adjusted taxable values $1,275,127,821
O & M and Fire tax levy $0.09673/$100 1,316,961
I1& S tax levy $0.03666/3100 383,932
Total tax levy $0.13339/8100 $ 1,700,893

NOTE 8. FUND BALANCE CLASSIFICATIONS

The District’s authorized their Director to designate certain fund balances as assigned. Excluding

unassigned fund balances, the following describes the District’s fund balance classifications at
September 30, 2014:

Non-Spendable Fund Balances
The District’s $13,980 non-spendable fund balance represents expenses prepaid at fiscal year-end.

Assigned Fund Balances

The District assigned a total of $2,434,864 of General Fund fund balances for the following future
capital outlays: $767,996 for wastewater system improvements, $810,100 for water system
improvements, $396,969 for vehicles, $308,906 for street projects, and $150,893 for other
improvements. Total fund balances for the Debt Service Fund and Capital Projects Fund have been
assigoed by the District for those respective purposes.

31

TCMUDO000757
698



	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50

