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Application for Sale, Transfer, or Merger of a Retail Public Utility
Pursuant to Chapter 13.251 of the Texas Water Code

Docket Number: 4 Z 1.1 3

(this number will be assigned by the Public Utility Commission after your application is filed)

medium (such as CD or DVD) containing the GIS data shall be filed with 2

s =

~~ ol

. T . . — 1
Public Utility Commission of Texas .._,_‘2 > ;}_?‘
Attention: Filing Clerk :z’.r:;‘ y O
1701 N. Congress Avenue o= — M
"~ P.0.Box 13326 ppe) = ;_‘1-’-.'_1

. x
Austin, Texas 78711-3326 x;:g_ .@ ()
(44

No later than seven days after filing the application for the boundary change, provide a cop§3)of eexch paper
identical data to the portable electronic storage medium submitted above to

Texas Natural Resources Information System
1700 N. Congress Ave, Room B40

7 copies of the application, including the original, along with one copy of the portable electronic storage

map and a portable electronic storage medium (such as CD, flash drive or DVD) containing‘%omplete and

Austin, Texas 78701
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r > . Aot - ” LR Tt i l

RN [ Cdxen | L 7. | *(PRIOR TCEQ ID numbers)
1. Proposed action of application (check all the boxes that apply):
- Sale of D All I:] Portion ofthe | | Watersystem(s)underCCNNo.: || . .. . .
Acquisition Sewer system(s) under CCN No.: oo A

|| Lease/Rental

Transfer of [:I All Portion of the X Certificated water service area — CCN No.: 11305

Certificated sewer service area—CCN No.: |- “ = "

If only a portion of a system or certificated service area is affected by this transaction, please specrfy the areas
or subdivision involved:

S e i ' e o en_a - - ’ ’ - - - L )
and to:
_; Obtain a CCN for the transferee (purchaser) - mdicate if purchaser will take the seller’s CCN
_. | Amend the transferee’s CCN No.: RS T T e e T e T
.| Merge or consolidate public utilities P L .
Cancel CCN of the transferor (seller) S o ST
[

2. Proposed effective date of this transaction:l10/ 1/2017
(Must be at least 120 days after proper notice is provided)

. Questlons 3 through 5 apply to the transferor (current service provrder or seller)

3. For the current CCN holder or service provrder please lndlcate
A. Name: [Blackland Water Supply Corporation | N . R “l

2 )

(Individual, Corporation or Other Legal Entlty)

thois a(n):of [ | Individual [ | Corporation [X] wsc l:] HOAorPOA [_ | Other [ 7 ]

B. Utility Name (if different than above): L T i 7 = T
Address:|PO Box'215° ~  Fate, TX"75132° = ijelephone: (AC) T(é‘72)"77.‘1f-63{'75‘

Ca

C. Contact person. Please provide information about the person to be contacted regarding this

application. Indrcate if this person is the owner, operator, engineer, attorney or accountant
NamejHeathMcGee " "~ " <" A Title: ) .

Address]{PO Box 215" ,,FateiTx«:75132-_ ~7, "] Telephone: (AC)(972) 717-‘1*-63"7"5,. N

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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Fax] . T Ty ] Emaily e ]
4, About the last rate increase for the system or facilities being
transferred:
A. What was the effective date of the last rate ST o T e
increase? L T O,

B. Was notice of this increase provided to the Public Utility Commission of Texas (commission or PUC)
or a predecessor regulatory authority?

No Yes- Application/Docket Number: [ 7 . 7 " lpate | e

5. Please provide a list of all customers affected by this transaction who have deposits held by the transferor
or seller utility, if any, and include the following information (attach additional sheets if necessary):

3

Name and Address of Utility Customer Date of Amount of Amount of Unpaid
Deposit Deposit Interest on Deposit
e e e o I e
NA o2 e e R NP VNV S commime {
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¥ » o LI~ SR s e s wns i ¥ s [ L’ PR S
I S I . i
TR I oA il - N il v oy
e L I P R ) S I P R YR

& Questions 6 through 16 refer to the transferee or purchaser.

6. For the person or entity acquiring the facmtles and/or CCN
Applicant: [Clty 6f Royse City, __ T i T T J

v o g e mirr « R e

(Indnwdual Corporatlon or Other Legal Entlty)

] A R N [ ey

Ao rrmcas ac am e v T Y “r et Aamy e - ot ey

(If dlfferent than above)

Utility Name:

Utility Address: |[BOBox638, . .. iRoyseCityarxoteg’ ~  ~ "t T A
l(672) 635-2434: _ " [Email: [ T ™, "Irelephone (AC): [(973) 8362250 )
CCN Numbers held prior to the filing of this appllcatlon 12827720813} 20958\ 20y
7. Check the appropriate box and provide information regarding the legal status of the transferee
applicant: .
(Individual

iHome or Property Owners Association
{Partnership; attach copy of partnership agreement
Corporatlon provide charter number as recorded with the Ofﬁce of the Secretary of State for

CEEE T e g T e - S T~ _..'I
+ .

" [ TN - s e sefow 3 vwm e

poeid

Texas:

* L I LR

Non-profit, member owned, member-controlled Cooperative Corporation (Article 1434(a)
Water Sewer Service Corporation); provide charter number:

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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_X_|Municipally-owned utility
|District (MUD, SUD, WCID, etc.)

___|County ]
Jother (please explain):[; Tt T LT A
8. If the applicant is an Individual or sole proprietorship, provide the following information. If not, skip to
the next question. '
Name: |~~~ %7 e pe e o d
Address LT oo ST T ) '
Telephone (AC):|_ .. . .~ - . 7 Fax (AC): |",‘m" I
9, . If the applicant is other than an Individual, provide the following information regarding the officers or

partners of the legal entity applying for the transfer. You must complete either question 8 or question
9, whichever applies to the transferee applicant.

eName: |CHargSHauk . .« " v % ,helephone (AC): |(672) 636 2250
Address: [P0 Box638 RoysSClvl X 78180, .~ . ' '
Position: |CéuncilMember, . . . . _ i ... Ownershlp%(|fappl|cable) IOOO%

BN 4 M - e T T~
eName: |JanetNichols ™ V.0 40 T o *____,_h'elephone (AC): |(972) '6363250.
Address: | PO Box 638 Royse City.TX 75189 T ST
Position: |Mayor. . 1.t _ ‘T o TE f?lOwnership%(if applicable): |560% )
eName: |BriceBradley: .o .. |Telephone (AQ): |(972) 6362350
Address: {PO Box 638. Royse’ Clty X 75189 LT . 'P o
Position: |CoundiiMember, . R |Ownersh|p%(lfappllcable) lo. 00% }
eName: |Tom, CrowleydL R ‘_‘|Telephone (AC): | (972)636-2250 .

Address: |RO:Box 65"‘;Royse clty;,Tx RaEN .,f )

Position: |Coundil Membar; - T |Ownersh|p % (if appllcable) [oG0%: ~

———_mer )-—.-.-»-nuk

eName: Clay Eliis, ":_'__" i . e — lTelephone (AC) |(972 636_2250 =
Address: |PO Box 638;Royse, Clty 32(1“25189j ' T T ‘ .
Position: |Coundiliembst . .o .7 |0Wﬂef5hip%(ifapplicable): [~ .

- .yr —

eName: |MatiWheatdy = =~ _ o "ITelephone (AC): l(97g) §§

Address: |0 Box 638/ Royse City TX 75189;_ L

< .,._.“.,..u Cr—rar— — " e T s -

Position: |Council Mémber. . a - ]Ownershlp%(lfappllcable | .00%-

N 3 e e o o—

- Attach additional sheet(s) if necessary —~

= Important: e If the applicant is a for-profit corporation, please provide a copy of the corporation's
"Certification of Account Status" from the State Comptroller Office. This "Certification of
Account Status" can be obtained from:

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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Texas Comptroller of Public Accounts
P. 0. Box 13528, Capitol Station
Austin, Texas 78711
1-800-252-5555

o [fthe applicant is an Article 1434a water supply or sewer service corporation or other non-
profit corporation, please provide a copy of the Articles of Incorporation and By-Laws.

10. Contact person. Please provide information about the person to be contacted regarding this

application. Indicate if thls person is the owner operator engineer, attorney or accountant

Name: Carl Alsabrook | A 7 . 7 Title: Clty Manager e ) .
Address: |POBox 68 RoyseCityTx .~ """ " Telephone (AC): |(972)636-2250 o

Fax # o CT 70 Email L . S
Relationship to the applicant: |, - .~ T I L

= IF THERE ARE MORE THAN TWO PARTIES INVOLVED IN THIS TRANSACTION, PLEASE ATTACH SHEETS
PROVIDING THE INFORMATION REQUIRED IN QUESTION 6
THROUGH QUESTION 10 FOR EACH PARTY

11. Please respond to each of the following questions. Attach additional sheets if necessary.
A. Describe the experience and qualifications of the applicant to provide adequate utility service to the
requested area

The City'is'a régional water/wastewater service provider w1th adequate capacmes to serve addltlonal
portions of the region. It will be acqumng facmtles and service capacity comphant with TCEQ fegulations.

B. Hasthe appllcant acquiring the CCN or facmtles oran afflllated interest of the applicant been under
enforcement action by the PUC, TCEQ, Texas Department of Health (TDH), the Office of the Attorney
General (OAG) or the Environmental Protection Agency (EPA) in the past for noncompliance with
rules, orders or State Statutes? I::l Yes No

If yes, please attach copies of any correspondence with these regulatory agencies concerning these
enforcement actions and describe any actions and efforts to comply with those requirements. Attach
additional sheets if needed.

- = = T e e v — B T e - T = - - - = =

oy rmey LR - - . i e o

C. Describe the source and availability of funds required to make the planned or required improvements,
if any, to meet minimum requirements of the TCEQ and PUC and ensure continuous and adequate
service.

Noilmprovements are planned or requwed Capltal w1|l come from mternal capltal and fuII falth
and ‘éredit-of the. mumcrpallty

k] w m e m - - = ~ A, .

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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D. Describe the anticipated impact of this transaction on the quality of utility service and explain any
anticipated changes in the quality of service.

Acqurred facrlrtres will become part. of a larger munrcrpal!y owned reglonal sefvice provrder As
areas-are annexed; customers will-be able: to elect the' management of the service provrder

§ e r -

E. How will the transaction serve the public interest?

= — — B

Current state law_has. prowsmns for mumcrpalrtres to serve areas that they-annex:, This vquntary
transaction will achleve that purpose Without litigation éxpense and drsruptlon of service, for\customers

12. Please describe the nature of the proposed transaction:

vSale of the assets and transfer of thé: certrflcated service'area: from Blackland WSC to the
C|ty

- f e i s

13. If the transferee applicant is an Investor Owneéd Utility (I0U) and will be under the rate jurisdiction of
the PUC, please provide the following information. Water supply or sewer service corporations and
political subdivisions of the state should mark this section N/A:

v e e =71

A. » Total Purchase Price: E - et

« Total Original Cost (as recorded on books of seller or merging entity): |_~ . . -

¢ Accumulated Depreciation as of the proposed effective date of the
transaction: ( ..

e Contributions in Aid of Construction:
- Specific surcharges approved by TCEQ or : Y
PUC: o e
- Revenues from explicit customer ' T A
agreements: ' L. ) L

- Developer Contrlbutrons (please explam)

FEEL A N —— e —— ———

n i . P

[

o B PR S e —— . o e & < b o w o

o - - U S - L

- Other Contrrbutrons (please explaln) |

= s =T e P — _—— To— e ma = T

g - T

| L —— e P Pp—

Total Contributions in Aid of Construction |,

¢ Net Book Value: L ‘ B —_ |

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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14.

J

w If the Original Cost or any of the above items has been established in a rate case proceeding
by the PUC, the TWC or the TCEQ, please provide the Application/Docket Number and date:

Application/Docket Number: | '* . |pate: |

« If the applicant is not under the rate jurisdiction of the TCEQ, only the purchase price and
information related to Contributions in Aid of Construction is required.

Please provide any other information concerning the nature of the transaction you believe
- should be given consideration if not explained elsewhere in the application.
fattach additional sheet(s) if necessary]:

" | See agreements.

& L . &

Complete the following proposed entries listed below as shown in books of purchasing (or
surviving) company. Additional entries may be made; the following are suggested only, and
not intended to pose descriptive I|m|tat|ons

Utility Plant in Service:

Plant Acquisition Adjustment:| = -~

Extraordinary Loss on Purchase:|. . . .

Accumulated Depreciation of Plant:

Cash:| o
Notes Payable:| =~ ., ~ P

Mortgage Payable:

Others (please list): |~ s .

As the purchaser, | understand that it is my responsibility in any future rate proceeding to
provide written evidence and support for the original cost and installation date of all facilities
used and useful for providing utility service.

Purchaser'sinitials: [~ - |Date: [ L

Please indicate the proposed effect of this transaction on the rates to be charged to the affected
customers:

* ‘lAll the customers will be charged the same rates as they were charged before the transaction.

‘Some All customers will be charged different rates than they were charged before the

_ ftransaction.

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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If rates are changing, please explain:

City.will uIt|mate|y change the. rates under lts authonty which does not requlre PUC
approval Appllcant is,not ar IOU-

l:AppIicant is an 10U and intends to file with the commission or municipal regulatory authority an
application to change rates of some/all of its customers as a result of this transaction. If so, please explain:

|:10ther. Please explain:

Ly LI | - s . - rvb—_—

15. List all neighboring water and /or sewer utilities, cities, and political subdivisions providing the same
service within two (2) miles of area affected by this proposed transaction. This information should be
available from the water utility database (WUD) or Applicant’s licensed water operator.

- T = g Ca——

BHP Water-Supply Corporatlon 10064
Cash SUD 10824

City of Fate 12889

Parker Creek MUD 13074

16. Financial, Managerial and Technical information for the acquiring entity.

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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= Please answer questions 17 through 22 on a different sheet for each physically Distinct system being

transferred or acquired.

17. A. For Water Systems. TCEQ Public Water System Identification Number: | [ [ | [T | i |

Date of last inspection: |, o

B. For Wastewater Systems:

-TCEQ Discharge Permit Number W Q [ I Ll T L
-Name of Permitee: | o | L
-Date of application to transfer Discharge Perm1t submltted

-Date of application to transfer Discharge Permit approved by TCEQ:

18. A. Are any improvements required to meet TCEQ or PUC Yes No If yes, please explain:
standards?

N P—— = . - T = s ~n . ==

»

)

- ) N L) A - * . - | I

B. Is there a moratorium on new connections? [ |Yes [X]No. If yes, please explain:

= v e

R . -~

i - Cr e e - . e i I ram

C. Provide details of each required major capital improvement to correct the deficiencies and meet the
TCEQ or PUC standards (attach additional sheets if necessary)

Descrlptlon of the Requxred Improvement Schedule to Com jlete Estlmated Cost
—— v ® Ee -xr-q‘--—r . — g s B m— -
Nafie: - e S SRR A SR . R, ? L B : f b o
[ R e ey 3 e Y - e - B ‘r="' = el et de e
Y . it e s e - I S S RV TS R ST S
SR , e ey e - i [ e L T E iy - —_— =
P < S P [ SO SRS N N R T -

19. Does the system being transferred operate within the city limits of a municipality or within district

boundaries? | X | -Yes [:]No

If yes, indicate the number of customers within the city limits or district boundaries:
0 Water Sewer

w Attach copy of franchise agreement or consent letter from the city or district.

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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20. Do you currently purchase Water or sewer treatment capacity from another source?

- Water - Sewer

Purchased on a Re

gular - | |Seasonal

e Source: | .

e = 7

Yes [:INO

Emergency Basis

10

" ?]% of total supply: [0.00%,

O~ \J
{

21. List the number of existing connections to be effected by this transaction.
Water Sewer
* " +| -Non Metered 37 7l 2”meter -Residential Connection T
{__ 1-5/8"or3/4"meter |I .| -3"meter -Commercial Connection T
§ 70| -1" meter L,_ i -4" meter -Industrial Connection oL
v ' -11/2" meter © T -Other -Other Coo
Total Water Connections: s oo 777 "M Total Sewer Connections T, o

20. Has the system reached 85% of its capacity based on TCEQ’s minimum requirements? [ ]Yes X |No
If yes, please explain what steps are being taken to address the capacity issues:

P ce————

23. List the name, class, and license number of the operator(s) that will be responsible for the system:

Name Class License#
Dario LopezJr™ IR [ ... |Wwooorsig 7T
Darig Lopézir . _ e v 1WW Collection Operator: II; L+ |WW004T119: R
'J&é'hhé‘k'\ivﬁii‘é T o DR lwBoserrez | .= T
b [ —— . R | e Py b emm— wu wa i -
Yoshua K White T i WWCoIIectlon Operator I, —|Wwi0038145. o :
CriistophenaV. NEDaREr R R [ P,

24. Attach the following maps with each coﬁy of the application:
a. One small scale map clearly showing affected service area with enough detail to accurately locate the
area if the application is for the transfer of all or a portion of a CCN.

b.

One large scale map showing the proposed service area boundaries being sold, transferred, or merged

and, if available, the existing and proposed facilities. Color coding should be used to differentiate
existing from proposed facilities. Facilities and service area boundaries should be shown with such
exactness that they can be located on the ground. If transferring area not currently in a CCN or a portion
of an existing CCN area please attach the following hard copy maps with each copy of the application:
1. A general location map delineating the proposed service area with enough detail to
accurately locate the proposed area within the county.

2.
i

A map showing only the proposed area by:
metes and bounds survey certified by a licensed state or registered professional land

surveyor; ot

ii.

and clearly labeled, data disk should be included); or

iii.
iv.

following verifiable natural and man-made landmarks, or
a copy of recorded plat map with metes and bounds.

3. A written description of the proposed service area.
PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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:Oaths andINGtices . .
P iaeed PR AR

PP

OATH FOR SELLER OR FORMER SERVICE PROVIDER

STATE OF t
COUNTY OF ) - T
Lot e T Y o+ .. .« |, being duly sworn, file this application for
sale, lease, rental or merger or consolidation as i -~ !

(indicate relationship to applicant) that is, owner, member of partnership, title as officer of corporation, or other authorized
representative of applicant); that, in such capacity, | am qualified and authorized to file and verify such application, am personally
familiar with the documents filed with this application, and have complied with all the requirements contained in the application;
and, that all such statements made and matters set forth therein with respect to applicant are true and correct. Statements about
other parties are made on information and belief. | further state that the application is made in good faith and that this application
does not duplicate any filing presently before the Commission.

| further state that | have provided to the purchaser or transferee a written disclosure statement about any contributed property as
required under Section 13.301(j} and copies of any outstanding Orders of the Texas Commission on Environmental Quality, the
Public Utility Commission of Texas, or Attorney General and have also complied with the notice requirements in Section 13.301(k) of
the Texas Water Code.

AFFIANT
(Utility’s Authorized Representative)

If the Affiant to this form is any person other than the sole owner, partner, officer of the Applicant, or its attorney, a properly
verified Power of Attorney must be enclosed.

SUBSCRIBED AND SWORN TQ BEFORE ME, a Notary Public in and for the State of Texas, this
day f.... tof £ .1, 20

SEAL

L- A SAARAs A b MmO R ST e Gea v s gmeegaa —— ey [

VN o

NOTARY PUBLIC IN AND FOR THE
STATE OF TEXAS

PRINT OR TYPE NAME OF NOTARY

MY COMMISSION EXPIRES s

One copy of this page must be submitted for each utility involved in this transaction.

PUCT Sale Merger Transfer (Previous TCEQ Form 10516)
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OATH FOR PURCHASER OR ACQUIRING ENTITY

STATE OF e e .

COUNTY OF Lo

APy W A — Y

LY e L e ef e , te s . =1, being duly sworn, file this application for

O -t S R . o -
« » - . i - o

sale, lease, rental or merger or consolidation as ! L . ¢
(indicate rélationship to applicant) that is, owner, member of partnership, title as officer of corporation, or other authorized
representative of applicant); that, in such capacity, | am qualified and authorized to file and verify such application, am
personally familiar with the documents filed with this application, and have complied with all the requirements contained in
the application; and, that all such statements made and matters set forth therein with respect to applicant are true and
correct. Statements about other parties are made on information and belief. | further state that the application is made in

good faith and that this application does not duplicate any filing presently before the Commission.

1 am also authorized and do agree to be bound by and comply with any outstanding orders of the Texas Commission on
Environmental Quality, the Public Utility Commission of Texas or the Attorney General which have been issued to the system
or facilities being acquired and recognize that | will be subject to administrative penalties or other enforcement actions if |

do not comply.

12

AFFIANT
(Utility’s Authorized Representative}

If the Affiant to this form is any person other than the sole owner, partner, officer of the Applicant, or its attorney, a properly verified
Power of Attorney must be enclosed.

Applicant represents that all other parties to this transaction have been furnished copies of this completed application.

SUBSCRIBED AND SWORN TO BEFORE ME, a Notary Public in and for the State of Texas, this
day },. _aoof L~ 1, 20

SEAL

B Y T L T v

| S

NOTARY PUBLIC IN AND FOR THE
STATE OF TEXAS

T R e r O S S s —— e % T N

PRINT OR TYPE NAME OF NOTARY

MY COMMISSION EXPIRES b

One copy of this page must be submitted for each utility involved in this transaction.
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FORM A Docket No..

Notice to Current Customers, Neighboring Systems and Cities

Blackland Wate Supply Corporation . . . ‘S
(Seller’s or Transferor’s Name)

NOTICE OF INTENT TO SELL FACILITIES AND TRANSFER CERTIFICATE OF CONVENIENCE AND
NECESSITY (CCN) NO 11305 ' TO  City of Royse City

(Purchaser’s or Transferee’s Name)

IN Rockwall _ B COUNTY, TEXAS

To: . Date Notice Mailed , 20
(Name of Customer, Neighboring System or City)

(Address)
City State Zip
Blackland Water Supply Corporation POB6x215 . Fate/TX/75132
Sellers or Transferors’ Name Address City/State/Zip Code
has submitted an application with the Public Utility Commission of Texas to sell facilities and transfer
water or sewer {please select) CCN No. 11305 . in Rockwall [County Name]
County to:
City of Royse City ) . PO Box 638 Roysé,City/TX/75189 ,
Purchasers or Transferee’s Name Address City/State/Zip Code

The sale is scheduled to take place as approved by the Commission (V.T.C.A., Water Code §13.301). The transaction and the transfer of
the CCN include the following subdivision(s):

The area subject to this transaction is located approximately 3 miles south [direction] of
downtown Royse City ,[City or Town] Texas, and is generally bounded on the north by

FM 548 and Crenshaw Road ;on the east by Crenshaw Road

;on the south by Parker Creek ;and on the west by FM 548 and Parker Creek

The total area being requestéd includes approximately 90 acres and serves 0 current customers.

This transaction will have the following effect on the current customer's rates and services:

Affected persons may file written protests and/or request a public hearing within 30 days of this notice.
To request a hearing, you must:
(1) state your name, mailing address and daytime telephone number;
(2) state the applicant's name, application number or another recognizable reference to this application;
(3) include the statement "I/we request a public hearing”;
(4) write a brief description of how you, the persons you represent, or the public interest would be
adversely affected by the proposed transaction and transfer of the CCN; and

(5) state your proposed adjustment to the application or CCN which would satisfy your concerns and
cause you to withdraw your request for a hearing.

Page 20 of 23
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14

Only those persons who submit a written request to be notified of a hearing will receive notice if a hearing is scheduled. The
Commission will issue the CCN requested in the refereniced application unless a hearing is scheduled to consider the transaction. If no

protests or re&uests for hearing are filed during the comment period, the Commission may issue the CCN 30 days after publication of
this notice. ]

Persons who v%/ish to protest or request a hearing on this application should write the:
’ ‘ Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
) Austin, Texas 78711-3326

i

Se desea informacion en Espanol, puede llamar al
1-888-782-8477

4 e ememe w4 o .- - e

—apy
¢
iV

U RO N

Utility Representative

i Utility Name

Aot mmmen s s o sk e e
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FORM B Docket No. i ) .

Notice to Current Customers, Neighboring Systems, Landowner and Cities

R S . " "/'SNOTICE OF INTENT TO SELL FACILITIES TO ,
(Seller’s or Transferor’s Name)
R 7 ) .. ANDFOR ) ' T .
(Purchaser’s or Transferee S Name) . Purchaser’s or Transferee s Name)

“T0.0QI_AIN OR AMEND A CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) IN
r e . - "} COUNTY, TEXAS

Hear -u_..,.’ - v A iy - R -~

To: L ) . Date Notice Mailed ) N , 20
(Name of Customer, Neighboring System, Landowner or City) ’

¥

(Address)
City State Zip
e ey et b amh e e e aw cer e mma s - e e e e e i o g em e pee m e ms
4 b YL e pm s e . . - . . - . ;

Sellers or Transferors’ Name Address City/State/Zip Code

has submitted an application with the Public Utility Commission of Texas to sell water or sewer (please

TS ey ap———grre e

select) Facilities in H . -, ! [County Name] County to:

Lrn ‘ms u ~ P ey ok mm v n mame w

A g » ot b e p— E

i .. To e ey N ¥ae om b wn wmk w o crue mee s wf e _ax. P

Purchasers or Transferee s Name Address City/State/Zip Code

The transferee has also requested to obtain/amend a CCN in this application. The sale is scheduled to take place as approved by the
Commission {Texas Water Code §13.301}. The transaction and the proposed service area include the following subdivision(s):

- B Lt

The area subject to this transaction is located approximately L miles [direction] of
downtown . ,[City or Town] Texas, and is generally bounded on the norgh by
. ) ' ;on the east by ) .
ionthesouthby =~ 7. T " 70 ;and on the west by f B ) o
The total area being requested includes approximately . .. acres and serves , ) . current customers.
rThls transactlon will have the followmg effect on the current customer's rates and servnces e e ——

Affected persons may file written protests and/or request a public hearing within 30 days of this notice.
To request a hearing, you must:
(1) state your name, mailing address and daytime telephone number;
(2) state the applicant's name, application number or another recognizable reference to this application;
(3) include the statement "l/we request a public hearing”;
(4) write a brief description of how you, the persons you represent, or the public interest would be adversely
affected by the proposed transaction and transfer of the CCN; and
(5) state your proposed adjustment to the application or CCN which would satlsfy your concerns and cause you to withdraw
your request for a hearing.

Only those persons who submit a written request to be notified of a hearing will receive notice if a hearing is scheduled. The
Commission will issue the CCN requested in the referenced application unless a hearing is scheduled to consider the transaction. If no

Page 22 0f 23



16

protests or requests for hearing are filed during the comment period, the Commission may issue the CCN 30 days after publication of
this notice.

Persons who wish to protest or request a hearing on this application should write the:
Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

Se desea informacion en Espanol, puede llamar al
1-888-782-8477

oS - . PR PR

Utility Representative

po— - e e e < e 2

Utility Name
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AGREEMENT TO TRANSFER WATER CERTIFICATE OF
CONVENIENCE AND NECESSITY

This Agreement to Transfer Water Certificate of Convenience and Necessity (the
“Agreement’) is executed between Blackland Water Supply Corporation (“Blackland™), Parker
Creek Estates, LP. (the “Owner”), and Parker Creek Municipal Utility District of Rockwall County
(the “District™) to be effective October 1, 2015 (“Effective Date”). Blackland, Owner, and District
are hereinafter sometimes referred to individually as a “Party” and collectively as the “Parties™.

ARTICLEI
RECITALS

WHEREAS, the Owner is a Texas limited partnership, and owner of an approximately
310.205 acre tract of land located in Rockwall County and described by metes and bounds on
Exhibit “A” attached hereto (the “Property”); and

WHEREAS, the District is a conservation and reclamation district created pursuant to
Article XVI, Section 59, Texas Constitution created for the purposes, among others, of providing
water, sanitary sewer, and drainage facilities to serve the land within and outside its boundaries;
and

WHEREAS, the District is authorized by Section 49.218, Water Code, to utilize proceeds
from the sale and issuance of its bonds to acquire a certificate of convenience and necessity
(“CCN™); and )

WHEREAS, the District encompasses the Property within its boundaries; and

WHEREAS, the Property is located within the extraterritorial jurisdiction (“ETJ”) of the
City of Royse City, Texas (the “City™); and

WHEREAS, the Owner and the City entered into that certain “Parker Creek Development
Agreement”, effective November 11, 2008, regarding the Property, as amended by that “First
Addendum to Parker Creek Development Agreement”, effective April 14, 2009 (collectively, the
“Development Agreement”); and

WHEREAS, the City and the District entered into that certain “Agreement Concerning
Operation of the Parker Creek Municipal Utility District of Rockwall County”, effective April 14,
2009 (the “Operating Agreement”), pursuant to which the District agreed to be bound by certain
provisions in the Development Agreement, as well as the provisions of the Operating Agreement;
and

WHEREAS, the Owner holds CCN No. 13071 to provide retail water service to
approximately 220 acres of the Property (“Water CCN™); and
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WHEREAS, Blackland is a non-profit water supply corporation that holds the CCN to
provide retail water service to the remaining portion of the Property, which is approximately 90
acres (“Remainder Water CCN™); and

WHEREAS, pursuant to the Operating Agreement, and at the request of the District, the
Owner has agreed to transfer the Water CCN to the City in consideration of the District’s
agreement to reimburse the Owner for all of its costs incurred in connection with securing the

Water CCN; and

WHEREAS, pursuant to the Operating Agreement, at the request of the District, the Owner
has agreed to advance funds to or on behalf of the District to effect the transfer of the Remainder
Water CCN to the City; and

WHEREAS, the City is willing to provide retail water service to all portions of the Property
for which it holds a Water CCN; and

WHEREAS, upon the terms and conditions set forth herein, Blackland agrees to transfer
its Remainder Water CCN to the City for consideration provided by Owner on behalf of the
District,

NOW THEREFORE, for and in consideration of the mutual covenants of the Parties set
forth in this Agreement, and for other good and valuable consideration and adequacy of which are
acknowledged by the Parties, the Parties agree as follows:

ARTICLE I
REPRESENTATIONS AND FINDINGS

The Parties hereby find that the recitals set forth above are true and correct in all materials
respects.

ARTICLE I1I
REMAINDER CCN TRANSFER PROCESS

The District, at request of Owner, will engage special counsel (“CCN Counsel”) to prepare,
file, and process a Sale, Transfer, and Merger Application (the “STM Application”) with the Public
Utility Commission (“PUC™), to effect the transfer of the Remainder Water CCN from Blackland
to City. Blackland will provide appropriate documents and information as requested by CCN
Counsel to complete the STM Application. CCN Counsel will prepare the STM Application for
review by Blackland general counsel prior to submitting to PUC. The Parties agree to cooperate
to achieve PUC approval of the STM Application and the transfer of the Remainder Water CCN
to the City. The cost of the preparation and processing of the STM Application shall be paid by
or on behalf of District with funds to be advanced by Owner.
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ARTICLEIV
OWNER PAYMENTS ON BEHALF OF DISTRICT
On behalf of District, Owner will pay $15,000 to Blackland within 10 days of execution of
this Agreement by all Parties. On behalf of District, Owner will also pay legal fees incurred by

Blackland to review the STM Application, not to exceed $5,000, within 30 days of being presented
with an invoice from Blackland.

ARTICLE V
OPERATING AGREEMENT
This Agreement is entered into by the District and Owner pursuant to the provisions of
Section 2.1 of the Operating Agreement. The District acknowledges that the funds paid by Owner

to or on behalf of District shall be reimbursed in accordance with the rules of the Texas
Commission on Environmental Quality (“TCEQ”).

ARTICLE VI
MISCELLANEOUS

6.01 Notices.

Any notice to be given hereunder by a Party to any other Party shall be in writing and
may be effected by delivery in person or by facsimile, or by sending said notice by certified mail,
return receipt requested, to the address set forth below. Notice shall be deemed given by mail
when deposited with the United States Postal Service with sufficient postage affixed.

To District: Parker Creek Municipal Utility District of Rockwall County
Attn: President
c/o Crawford & Jordan LLP
19 Briar Hollow Lane, Suite 245
Houston, Texas 77027
Fax: (713) 627-3909

To Owner: Parker Creek Estates, L.P.
Attn: Huffines Communities
8200 Douglas Avenue, Suite 300
Dallas, Texas 75225
Fax: (214) 750-5900
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To Blackland:  Blackland Water Supply Corporation
Attn: Jennifer Cannon
P. 0. Box 215
Fate, Texas 75132
Fax: (972) 771-3276

Either Party may change its address for notice by giving the other i’arty written notice of such
change in accordance with the provisions of this paragraph.

6.02 Effect of Force Majeure.

In the event a Party is rendered unable by force majeure to carry out any of its non-
monetary obligations under this Agreement, in whole or in part, then the obligations of that Party,
to the extent affected by the force majeure, shall be suspended during the continuance of the
inability, provided however, that due diligence is exercised to resume performance at the earliest
practical time. As soon as reasonably possible after the occurrence of the force majeure relied
upon to suspend performance, the Party whose contractual obligations are affected thereby shall
givenotice and full particulars of the force majeure to the other Party. The cause, as far as possible,
shall be remedied with all reasonable diligence. Notwithstanding any term to the contrary in this
section, “force majeure” does not apply to the failure of a Party to timely make any payments
required by the Agreement.

6.03 No Third Party Beneficiaries.

This Agreement is solely for the benefit of the Parties hereto, and no other person has
any right, interest or claim under this Agreement.

6.04 Intent.
The Parties hereto covenant and agree that they shall execute and deliver such other
and further instruments and documents as are, or may become, necessary or convenient to

effectuate and carry out the intent of this Agreement.

6.05 Representations.

The signatories hereto represent and affirm that they have authority to execute this
Agreement on behalf of the respective Parties hereto. All matters stated in the preamble of this
Agreement are true and correct and are hereby incorporated into the body of this Agreement as
though set forth in their entirety herein.

6.06 Severability.

The provisions of this Agreement are severable, and if any word, phrase, clause,
sentence, paragraph, section, or other part of this Agreement or the application thereof to any
person or circumstance shall ever be held by any court of competent jurisdiction to be invalid or
unconstitutional for any reason, the remainder of this Agreement and the application of such word,
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phrase, clause, sentence, paragraph, section, or other party of this Agreement to other persons or
circumstances shall not be affected thereby and this Agreement shall be construed as if such invalid
or unconstitutional portion had never been contained therein.

6.07 Entire Apreement.

The Agreement, including any exhibits and/or addendums attached hereto and made a
part hereof, constitutes the entire agreement between the Parties relative to the subject matter of
this Agreement. All prior agreements, covenants, representations, or warranties, whether oral or
in writing, between the Parties are merged herein.

6.08 Amendment.

No amendment of this Agreement shall be effective unless and until it is duly approved
by each Party and reduced to a writing signed by the authorized representatives of the District,
407, and Town, respectively, which amendment shall incorporate this Agreement in every
particular not otherwise changed by the amendment.

6.09 Governing Law.

This Agreement shall be construed under and in accordance with the laws of the State
of Texas and all obligations of the parties are expressly deemed performable in Rockwall County,
Texas. '

6.10 Binding Agreement.

The terms and conditions of this Agreement are binding upon the successors and
permitted assigns of the Parties hereto.

6.11 No Waiver Implied.

The failure of any Party to insist upon performance of any provision of this Agreemént
shall not be construed as a waiver of the future performance of such provision by the other Party.

6.12 Captions.

The captions of each section of this Agreement are inserted solely for convenience and
shall never be given effect in construing the duties, obligations or liabilities of the Parties hereto
or any provisions hereof, or in ascertaining the intent of either Party, with respect to the provisions
hereof. ‘

6.13 Interpretations.

This Agreement and the terms and provisions hereof shall be liberally construed to
effectuate the purposes set forth herein and to sustain the validity of this Agreement.
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6.14 Venue.

Any action at law or in equity brought to enforce or interpret any provision of this
Agreement shall be brought in a state court of competent jurisdiction with venue in Rockwall
County, Texas.

.15 Context.

Whenever the context requires, the gender of all words herein shall include the
masculine, feminine and neuter, and the number of all words shall include singular and plural.

6.16 Assignment.

The rights and obligations of a Party under this Agreement may not be assigned without
the prior written consent of the other Party, which shall not be unreasonably withheld. This
Agreement shall be binding on and shall inure to the benefit of the heirs, successors and assigns
of the Parties.

6.17 Effective Date.

This Agreement shall be effective from and after the Effective Date.

IN WITNESS WHEREQOF, each-of the Parties has caused this Agreement to be executed
by its duly authorized representative in multiple copies, each of equal dignity, on the date or dates
indicated below.

: t
EXECUTED on this the;q\k \Elay Ofgg b 652015, but to be effective as of the Effective
Date.

BLACKLAND WATER SUPPLY CORPORATION

Jennifer Rene i(é)zarlmo:m
ix My Commission Expires
‘*“ By é%,%// /""”f'/ 4
/ Premdent

Secretary
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PARKER CREEK ESTATES, L.P., a Texas
limited partnership

By:  Bellaire Oaks, Inc.,
a Texas corporation

General Partner ’ -
By: G of

Name Printed: #‘&(/AM/ SN >3

Title: /”/f/ﬁ%:s,/,,t:/g {’7 A ON

Its:

STATE OF TEXAS $§

§

countyor_[Jallas §
This instrument was, ac 1gwledged before me on No V.13, . 2015, by

]
i;ma /1 /1[ t r% fes /I(aﬁlﬂf—f/‘ﬂ/ off Beltaire Oaks, Inc., a Texas corporation, in its capac1ty as General

Partner of Parker Creek Estates, L.P., a Texas 11m1ted partnership, on behalf of said corporation,
on behalf of said limited partnership.

JULIANNE E PRUDHOMME %//ﬂ 4 Z %X / ftly 2L

My Gommission Expires

“November 19, 2016 / otary Public, State of Texas

{




ATTEST J/%

Secretary, Board of Directors

THE STATE OF TEXAS  §
§
COUNTY OF ROCKWALL §

Bef01e me: the undersigned notary public appeared LOMrg Ufu\gmsm President of
Parker Creek Municipal Utility District of Rockwall County, a political subdivision of the State

PARKER CREEK MUNICIPAL UTILITY
DISTRICT OF ROCKWALL COUNTY

By S _‘“—"“"‘:;‘»‘. ;:_; ._": o=

<« Pre51dent Board of" Duec‘cors

e

e

of Texas, on behalf of said political subdivision.

o u
;" 'e,-% Nota SA SLOOMEIELD

1ty Public, Stale of Texos
‘My Commission Explies
June 27, 20V 9 |

PR D)

Notary“@ W Texas

LaParker Creek MUD\Agreement:\AGREEMENT TRANSFER WATER CCN.docx
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EXHIBIT £

LEGAL DESCRIPTION

BEING a tract of land located in the S.C. WRIGHT SURVEY, ABSTRACT NO. 218, Rockwall
County, Texas and being part of a tract of land described in Deed to Parker Creek Estates, L.P.,
recorded in Volume 2855, Page 252 (Doc. No. 00272567), Deed Records, Rockwall County,
Texas and being more particularly described as follows:

J

BEGINNING at a 1/2 inch iron rod with a yellow plastic cap stamped “DAA” set at the
intersection of the Easterly right-of-way line of F.M. 548, a variable width right-of-way, with the
approximate centerline of Crenshaw Road, said point being the most Northerly corner of said
Parker Creek Estates, L.P. tract;

THENCE South 46 degrees 24 minutes 20 seconds East, along the approximate centerline of
said Crenshaw Road, a distance of 5123.44 feet to a 3/8 inch iron rod found at the most Easterly
corner of said Parker Creek Estates, L.P. tract, said point being the most Northerly comer of a
tract of land described in Deed to John H. Crenshaw, Jr., recorded in Volume 126, Page 887,
Deed Records, Rockwall County, Texas;

THENCE South 43 degrees 47 minutes 21 seconds West, along the common line of said Parker
Creek Estates, L.P. and John H. Crenshaw, Jr. tracts, a distance of 2697.97 feet to a 1 1/4 inch
diameter axle found for corner at the most Southerly corner of said Parker Creek Estates,.L.P.
tract, said point being North 42 degrees 49 minutes 03 seconds West, a distance of 361.66 feet
from the most Westerly corner of said John H. Crenshaw, Jr. tract, said point also being an ell
corner of a tract of land described in Deed to Dean M. Gandy, recorded in Volume 688, Page
258, Deed Records, Rockwall County, Texas;

THENCE North 45 degrees 36 minutes 22 seconds West, along the common line of said Parker
Creek Estates, L.P. and said Dean M. Gandy tracts, a distance of 4893.37 feet to a 1/2 inch iron
rod found for comer in the East right-of-way line of said F.M. 548; '

THENCE North 00 degrees 57 minutes 55 seconds West, along said East line, a distance of
169.42 feet to a 1/2 inch iron rod with a yellow plastic cap stamped “DAA?” set for corner at the
beginning of a curve to the right having a central angle of 44 degrees 32 minutes 00 seconds, a
radius of 222.04 feet, and a chord bearing and distance of North 21 degrees 18 minutes 05
seconds East, 168.27 feet;

THENCE Westerly, along said curve to the right, an arc distance of 172.58 feet to a 1/2 inch
iron rod with a yellow plastic cap stamped “DAA” set for corner;

THENCE North 43 degrees 34 minutes 05 seconds East, along said Easterly right-of-way line, a
distance of 2266.78 feet to a 1/2 inch iron rod with a yellow plastic cap stamped “DAA?” set for
corner;
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THENCE North 00 degrees 37 minutes 55 seconds West, a distance of 53.90 feet to a 1/2 inch
iron rod with a yellow plastic cap stamped “DAA” set for comner:

THENCE North 43 degrees 33 minutes 48 seconds East, a distance of 47.85 feet to the POINT
OF BEGINNING and containing 310.202 acres of land, more or less.
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ADDITIONAL INFORMATION
SALE, TRANSFER, MERGER APPLICATION

3. Please add Mark H. Zeppa, attorney, as a contact on this application. This application is being
submitted in conjunction with an application by Parker Creek Estates. Mr. Zeppa’s contact
information is 4833 Spicewood Springs Road, Suite 202, Austin, Texas 78759; 512 346-4100.

14.  No rates are currently being charged. City Council will set appropriate rates for these
affected customers after the transaction has closed.

16.  See attached financial information. Royse City is a home rule city with an excellent credit
rating. It will be acquiring the affected service area and utility plant without significant capital
outlay by the City. As a Texas municipality, Royse City is required to prepare annual budgets and
will do so in the future incorporating these new utility service areas. This budgeting process has
not yet occurred for these areas.

To demonstrate Royse City’s financial resources, the parties submit copies of its five most recent
annual audits and budgets. No material changes are expected during the initial developer periods
of the affected service areas since the developer will be providing the capital necessary to start up
the utilities. Waiver of any additional FMT data is requested.

17.A. Since there are no customers yet receiving potable water service, the TCEQ has not yet
issued a PWS number for this system.

17.B. This sewer system will not have a TPDES or water quality permit number because all
sewage will be treated and disposed of by a third party wholesale service provider. This provider
will be a regional water district.

18.  Yes. The systems are not built but will be built to meet all necessary TCEQ standards.

19.  See attached Development Agreement.

21.  Joseph A. Adams Water Operator D WO00037411
Dylan R. Tawwater Water Operator D WO00037416
Joshua K. White Customer Service Insp. CI10007351

Joshua K. White Backflow Prev Assembly Tester BP0014006
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Bryan W. Shaw, Ph.D., P.E,, Chairman
Toby Baker, Commissioner

Jon Niermann, Commissioner

Richard A. Hyde, P.E., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution

September 16, 2016

The Honorable Janet Nichol
Mayor of Royse City

PO Box 638

Royse City, Texas 76249

Re:  Notice of Compliance with Notice of Violation (NOV) dated May 27, 2016:
City of Royse City PWS, 1101 N Josephine, Royse City, Rockwall County, Texas
RN101391696, PWS ID No. 1990002, Investigation No. 1330579, Incident No. 228753

Dear Mayor Nichol:

This letter is to inform you that Texas Commission on Environmental Quality (TCEQ)
Dallas/Fort Worth (D/FW) Regional Office has received adequate compliance documentation on
August 23, 2016, to resolve the alleged violation documented during the investigation of the
above-referenced regulated entity conducted on April 5, 2016. Based on the information

- submitted, TCEQ records indicate that compliance with the above-referenced NOV has been
achieved. :

- The TCEQ appreciates your assistance in this matter and your compliance efforts to ensure
protection of the State’s environment, If you or members of your staff have any questions,
please feel free to contact Ms. Crystal Watkins at the D/FW Regional Office at (817) 588-5804.

Sincerely,

Charles Marshall

Team Leader, Public Water Supply Program
D/FW Regional Office

Texas Commission on Environmental Quality

CM/cdw

Enclosure: Summary of Investigation Findings

Cc;i/lé. Dario Lopez, City of Royse City, PO Box 638, Royse City, Texas 76249

>

TCEQ Region 4-Dallas/Fort Worth « 2309 Gravel Dr. » Fort Worth, Texas 76118-6951 * 817-588-5800 « Fax 817-588-5700

Austin Headquarters: 512-239-1000 » tceq.texas.gov « How is our customer service? teeq.texas.gov/customersurvey
printed oré r1ecy=1ed paper




_Summaty of Investigation Findings
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[ CITY OF ROYSE CITY PWS

1101 N JOSEPHINE
-{ ROYSE CITY, ROCKWALL COUNTY, TX 75189

Additional ID(s): 1990002

Investigation #
lnvestr!;a?%n Bate 09/06/2016

| ALLEGED VIOLATION(S) NOTED AND RESOLVED

Track No: 603104
30 TAC Chapter 290.110(c)(5)

Alleged Violation:
Investigation: 1330579

Comment Date: 05/17/2016

Failure to perform chloramine effectiveness sampling.

30 TAC 290.110(c)(5) states that public water systems with a chloramine residual shall
monitor to ensure that monochloramine Is the prevailing chloramine species and that
nitrification is controlled. Sample sites and procedures used for chloramine effectiveness
sampling must be documented in the system'’s nitrification action plan (NAP) required by
§290.46(z) of this title (relating to Minimum Acceptable Operating Practices for Public
Drinking Water Systems). Sample results determined by monitoring required under this
paragraph will not be used to determine compliance with the maximum contaminant levels,
MRODLs, action levels, or treatment techniques of this subchapter.

On the day of the Investigation, the water system distributes chloraminated water but was not
monitoring the monochloramine and free ammonia to ensure that monochloramine was the
prevailing chloramine species. Nitrate and nitrite were also not being monitored to ensure

nitrification is controlled.
investigation: 1345369

Comment Date: 07/31/2016

Failure to perform chloramine effectiveness sampling.

During the file record review investigation, compliance documentation submitted by the water
system was not sufficient to resolve the alleged violation.

Investigation: 1358630

Comment Date: 09/06/2016

Fallure to perform chioramine effectiveness sampling

During the file record review investigation, compliance documentation had been submitted by

the water system to resolve the alleged violation.

Recommended Corrective Action: Begin monitoring for total chiorine, monochloramme, free
ammonia, nitrate, and nitrite levels at the entry point and in the distribution system at the
frequency required by 30 TAC 290.110{c)(5). Provide cne month of documentation to the
regional office to verify that the alleged violation has been resolved.

Resolution: On August 23, 2016, the water system provided one month's worth of sampling
data for total chlorine, monochloramine, and free ammonia. It appears the alleged violation has

been resolved.

Summary of Investigation Findings

Page1of 1
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AGREEMENT CONCERNING OPERATION
OF THE PARKER CREEK MUNICIPAL UTILITY DISTRICT
OF ROCKWALL COUNTY

This Agreement Concerning Operation of the Parker Creek Municipal Utility District of
Rockwall County (this “*Agrecement”) is entcred into by the City of Royse City, Texas (the
“City™) and the Parker Creek Municipal Utility District of Rockwall County, a municipal utility
created pursuant to Article XVI, Section 59, and Arlicle IIT, Scction 52, of the Texas
Constitution (the “District™), to be effective }ovember ;2608 (the “Effective Date™).
ypon +he clective date of the larleavCreck Agreement A(

ARTICLE 1 —
RECITALS

WHEREAS, Parker Creck Estates, L.P., a Texas limited partnership (the “Owner™), is
the owner of an approximately 310.205-acre tract in Rockwall County, Texas, described on
Exhibit A (the “Property™); and

WHEREAS, the District encompasses the Property; and

WHEREAS, the District was crecated by order of the Texas Commission on
Environmental Quality (“TCEQ”) dated June 20, 2004; and

WHEREAS, the powers of the District were amended by Chapler 8123, Special District
Local Laws Code, as amended by S.B. 2054 adopted by the 80" Texas Legislature; and

WHEREAS, the Owner and the City entered into that certain “City of Royse City/Parker
Creck Settlement Agreement” effective on June 3, 2004 (the “Settlement Agreement™); and

WHEREAS, since the effective date of the Settlement Agreement, many of the issues
addressed by the Settlement Agreement have been ‘resolved and the Owner and the City have
ncgotiated the Parker Creek Development Agreement (the “Dévelopment Agreement™) which
will replace the Settlement Agreement in its entirety; and ‘

WHEREAS, the Settlement Agreement states that it may be amended only with the
written consent of the City, the'Owner and the District; and

WHEREAS, the purposes of this Agreement are for the District lo consent to amending
and restating the Settlement Agrecment by execution of the Dcvelopment Agreement and to
agree to be bound by certain provisions contained in the Development Agreement; and

WHEREAS, the Blackland Water Supply Corporation (“Blackland™) holds the certificate
of convenience and necessity (“CCN”) to provide retail water service to approximately 90 acres
within the Property (the “Blackland Water CCN”); and

WHEREAS, the Owner holds CCN No. 13071 (the “Water CCN™) to provide retail
water service to the approximately 220 acres of the Property that are not included within the
Blackland Water CCN, and previously agreed to transfer the Water CCN to the District in

Agreement Concerning Operation of Parker Creek
MUD of Rockwati County Page 1
DALLAS-1108953 v13 1271884-00058
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consideration for the District’s agreement to reimburse the Owner for all of the costs incurred in
connection with securing and transferring such CCN; and

WHEREAS, pursuant to the Development Agreement and at the request of the District,
the Owner has agreed to transfer the Water CCN to the City at no charge upon the City’s
approval of the first final plat for all or a portion of the Property; and

) WHEREAS, if the District obtains the Blackland Water CCN, the District will transfer
such CCN to the City at no charge; and

WHEREAS, the Owner holds CCN No. 20968 to provide retail wastewater service to the
Property the (“Wastewater CCN") and previously agreed to transfer the Wastewater CCN to the
District in consideration for the District’s agreement to reimburse the Owner for all of the costs
incurred in connection with securing and transferring such CCN; and

- WHEREAS, pursuant to the Development Agreement and at the request of the District,
the Owner has agreed to transfer the Wastcwater CCN 1o the City at no chargc upon the City’s
approval of the first final plat of all or a portion of the Property; and

WHEREAS, the District acknowledges that the transfer of the Water CCN and the
Wastewater CCN by Owner to the City is for the benefit of the District and its landowners,
taxpayers and customers, and has reaffirmed its agreement to reimburse Owner for all of its costs
incurred in connection with securing the issuance and transfer thercof; and

WHEREAS, the City and the North Texas Municipal Water District (“NTMWD") are
parties to an agreement pursuant to which NTMWD serves as the City’s wholesale wastewater
provider and agrees to accept and treat the City’s wastewatcer, including wastcwater generated by
the development and use of the Property; and

WHEREAS, with the Owner’s consent, the District proposes to provide retail water and
wastewater service to all portions of the Property included within the Water CCN and
Wastewater CCN until such CCNs are transferred to the City; and

WHEREAS, the City will be the retail provider of water service to all portions of the
Property for which the City holds the water CCN and the retail provider of wastewater service to
all portions of the Property for which the City holds the wastewater CCN, and will charge retail

customers within the Property a maximum of the base rate the City charges its residents and a .

maximum of 120% of its in-city water and wastewatcr rate that is based on usage; and

WHEREAS, the City agrees that it will provide service to the Property in the same
manner it services its in-city customers, except as otherwise provided in this Agreement; and

WHEREAS, the City and the District are each political subdivisions of the Slate of
Texas with the authority, pursuant to Chapter 791, Texas Government Code, Chapter 30 and
Section 49.213, Texas Water Code, and Texas Local Government Code, Section 402.014, to
enter into this Agreement and, to the extent authorized by such statutes, to contract with respect
to the performance of governmental functions; and
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WHEREAS, the City and the District are individually referred to as a “Party™ and

collectively referred to as the “Parties”,

NOW THEREFORE, for and in consideration of the mutual agreements, covenants, and

conditions hereinafter set forth, the Parties contract and agree as follows:

ARTICLE II
UTILITY SERVICE

2.1 Retail Utility Scrvice: Cerlificates of Convenience and Necessity.

(a)  The Owner shall pursue the process identified in Section 13.254(a-1) of
the Texas Water Code for revocation or amendment of the Blackland Water CCN on
behalf- of the District and for the benefit of the District, in accordance with the
Development Agreement. If the District oblains the Blackland Water CCN, the District
will transfer that CCN to the City at no cost to the City. If the Texas Legislature adopts
new lcgislation in the next legislative session that amends the processes in Sections
13.254 or 13.255 of the Texas Water Code, the Parties will discuss how the legislation
impacts the ability of the Owner, the District, or the City to obtain the Blackland Water
CCN and determine whether the Owner, the District, or the City should proceed under the
new legislation.

(b)  The District acknowledges and agrees that the City will not provide
wastewater service to any portion of the Property for which it does not hold the CCN
allowing the City to provide retail water service,

(c)  Pursuant to the Development Agreement and at the request of the District,
the Owner will transfer the Water CCN to the City at no charge upon the City’s approval
of the first final plat for all or a portion of the Property.

(d)  Pursuant to the Devclopment Agreement and at the request of the District,
the Owner will transfer the Wastewater CCN to the City at no charge upon the City’s
approval of the first final plat for all or a portion of the Property.

()  The District acknowledges, approves and agreces to the Owner’s transfer of
the Water CCN and the Wastewater CCN o thie City and acknowledges that such transfer
is for the benefit of the District and its landowners, taxpayers and customers. The
District reaffirms its agreement to reimburse the Owner or the City for all of its costs
incurred in conncection with securing the issuance and transfer thereof,

) The City will be the retail provider of water service to portions of the
Property for which it holds the water CCN, and the retail provider of wastewater service
to portions of the Property for which it holds the wastewater CCN. Prior to the transfer
of the CCNs to the City, the City agrees that the District shall scrve as the retail water and
wastewater provider within the areas of the Water CCN and Wastewater CCN, subject to
the consent and approval of the Owner.
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(g) In its role as the retail provider, the City agrees to charge honicowners a
maximum of the same base rate the City charges to residents within the City’s corporate
limits and a maximum of 120% of the rate the City charges to residents within the City’s
corporate limits based on usage. The City agrees that, as the retail provider, it will
provide the Property wilh adequate water pressure for the full development of the
Property (including adequate fire flows) to those areas for which the City holds the CCN
and will not terminate water or wastewater service to residents within the Property so
described in the event of a shortage or other similar circumstance to any greater extent
than is applicable to property within the City limits.

(h)  The Property shall be served with adequate fire flows, as required by the
Subdivision Regulations, provided that the City provides sufficient water for fire flows
within its certificated area. Nothing herein shall be construed to obligate the City to
provide fire flows to land outside its certificated arca, To the extent Blackland continues
to hold the Blackiand Water CCN, the District acknowledges that the City may deny the
plat for land within the Blackland Water CCN if such land cannot be served with
adequate fire flows as required by the Subdivision Regulations.

2.2 Reservation of Capacity. The City agrees to contract for water and wastewater
capacitics from the NTMWD and to reserve sufficient capacities in the City’s water and
wastewater system sufficient (o serve full development of the Property, except where the CCN
for walter or wastewater service is held by an entity other than the City or the District. For
purposes of this section, sufficient water capacity includes adequate capacity in the Off-Site
Water Improvements (as defined in the Development Agreement) or equivalent improvements.
The City shall subscribe for utility scrvice from NTMWD and provide capacities in its utility
system at times and in amounts as will permit the continued and orderly development of the
proposed 1,025 lots upon the Property, except as provided above, The City and the District
agree to coordinate their respective utility service planning and capital improvement planning
and construction activities in order for the City to mcet its obligations established under this
section and the Development Agreement.

. ARTICLE 111
LIMITATION ON DISTRICT’S OBLIGATIONS
AND TRANSFER OF TERRITORY

3.1, Limitation on Bonded and Contractual Indebtedness.

(a) The District will prepare an engineering report that will identify the total
amount of bonds that will be necessary to finance the cost of the water, sanitary sewer,
drainage, roads, grading, and landscaping improvements, including enginecring design
and inspection fees, and related land costs, operation and maintenance costs, Disirict
creation and organization costs, and other customary non-construction costs related to the
issuance of such bonds, that will serve the Property with 1,025 platted lots. The
engineering report shall identify the projects to be reimbursed by District bonds, and only
the projects listed in the engineering report shall be authorized reimbursable projects
under TCEQ guidelines and other applicable State law.

Agreement Concerning Operation of Parker Creek
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()] The engincering report will serve as the basis for the utility bond and road
bond propositions {collectively, “Bond Propositions™) to be submitted to the duly
qualified resident electors of the District at an election duly called for such purpose.

(c) The Bond Propositions, once approved by the voters of the District, shall
establish the maximum amount of bonds that the District may issue from time to time for
purposes of reimbursing the Owner for the Owner’s costs to fully develop the Property
with 1,025 platted lots. The District will not issue bonds or incur contractual indebtedness
for purposcs of reimbursing the Owner for costs or expenses except as identified in the
Bond Propositions without the cxpress written consent of the City. Once the District has
issued a scries of bonds, the District will not refinance that series of bonds in a manner
that will extend the term or increase the principal amount of the bonds proposed for
refinancing,

(d) The City’s consent to the District’s Road Projects (as defined in Article V
herein) has been granted bascd on the District’s covenants in this section and, but for
such covenants, the City would not have consented to the Road Projects.

3.2 No Transfer of Territory, Notwithstanding any provision of state law to the

contrary, the District shall not transfer any of the Property to the extraterritorial jurisdiction of
another municipality, or annex additional territory without the express written consent of the

ARTICLE 1V
INCORPORATION PETITION: ANNEXATION;
DISSOLUTION OF DISTRICT

4.1 Annexation Upon Petition.

(a) If a petition requesting consent to incorporation pursuant to Secction
42,041 of the Texas Local Government Code is submitted to the City (i) signed by the
requisite number of qualified voters and by owners of more than 50 percent of the
Property; or (i) after occupancy of the 600" single family home within the Property,
signed by a minimum of 100 qualified voters and by owners of more than 50 percent of
the property covered by the petition; then, in either case, the City shall give immediate
written notice of such petition to the Owner and the District, together with a truc and
correcl copy thereof.

(b)  Upon receipt of a petition under Section 4.1(a), the City shall have the
right to full purpose annex the entire Properly to the extent permitted by law, subject to
the City’s (i) assumption of the District’s outstanding obligations, as required by law and
including, but not limited to, all outstanding District bonds and obligations pursuant to
any reimbursement agreement between the District and any owner of all or a portion of
the Property; and (ii) payment of unreimbursed, eligible expenses as required by Section
43.0715(b) of the Texas Local Government Code.
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4,2  Dissolution of District. Upon full purpose annexation of the Property, the District
shall be dissolved whercupon the City shall assume the obligations of the District-as required by
law and Section 4.1.

43  Legzislation. The District agrecs to support any legislation sponsored by the City

to eliminate or limit incorporation of land in (he City’s ETJ when the land is subject to a
development agreement and lies within the territory of a special water district, which support
shall not be unreasonably withheld or conditioned.

ARTICLE V
ROAD POWERS

The City consents to and authorizes the District to construct, acquire, improve, maintain,
or operatc paved roads and cuhancements or improvements to those roads in or adjacent to the
District generally illustrated on Exhibit C (thc “Road Projects™) which projects are subject to
change as stated on Exhibit €. The District expressly approves and aftirms the Road Projects.
The City’s consent to the District’s Road Projects is based on the District’s covenants in Section
3.1 and Section 3.2, but for such covenants, the City would not have consented to the Road

Projects.

ARTICLE VI
CONSENT TO EXECUTION OF DEVELOPMENT AGREEMENT

The District consents to execution of the Development Agreement by the City and the
Owner, which agreement amends and rcstates the provisions of the Settlement Agreement and
replaces the Settlement Agreement in its entirety.

ARTICLE VII
TERM OF AGREEMENT

This Agreement shall be effective from the Effective Date and shall continue in effect
until the carliest of: (i) dissolution of the District; (ii) termination of the Agreement in writing by
mutual agreement of the City and the District; or (iii) fifty (50) years after the Effective Date.

ARTICLE VIII
BREACH, NOTICE AND REMEDIES

8.1 Notification of Breach. If either Party commits a breach of this Agrecment, the
non-breaching Party shall give Notice to the breaching Party that describes the breach in
reasonable detail,

8.2  Cure of Breach. The breaching Party shall commence curing such breach within
thirty (30) calendar days after the time the breaching Party receives such Notice and complete
the cure within thirty (30) calendar days from the date of commenccement of the cure; however, if
the breach is not reasonably susceptible to cure by the breaching Party within such 30-day
period, the non-breaching Party shall not bring any action so long as the breaching Party has

Agreement Concerning Operation of Parker Creck
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commenced to cure the default within such 30-day period and diligently completes the cure
within a reasonable time without unreasonable cessation of the work.

8.3  Remedies for Breach. Ifthe breaching Party does not cure such breach within the
stated period of time, the non-breaching Party may, in its sole discretion, and without prejudice
to any other right under-this Agreement, law, or equity, scek an action under the Uniform
Declaratory Judgment Act, specific performance, mandamus, injunctive relief, and other
remedies described in this Agreement; provided, however, (a) the non-breaching Party shall not
be entitled to terminate this Agrecment, except the City may terminate this Agrcement in the
event of a breach by the District of its obligations in Article I1l and failure to cure in accordance
with this Article VI, or in the event of the successful incorporation of all or part of the
Property by petition of property owners pursuant to Tex. Loc. Gov’t Code sec. 41.041, which
shall result in a termination of this Agreemcnt only to the extent this Agreement applies to the
portion of the Property that is incorporated; (b) each Party specifically waives any right such
Party has or in the futurc may have to terminate this Agreement, except the City may terminate
this Agreement in the event of a breach by the District of its obligations in Article III and failure
to cure in accordance with this Article VIII; and (c) it is understood and agreed that no Party
will seek or recover actual, consequential or any other type of monetary damages or awards.

Agreement Concerning Operation of Parker Creck
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‘ARTICLE IX
ADDITIONAL PROVISIONS

9.1 Notice. Any notices, certifications, approvals, or other communications (a
“Notice™) required to be given by one Party to another under this Agreement shall be given in
writing addressed to the Party to be notified at the address set forth below and shall be deemed
given: (a) when the Notice is delivered in person to the person to whose attention the Notice is
addressed; (b) when rcceived if the Notice is deposited in the United States Mail, certified or
registcred mail, return receipt requested, postage ptepaid; (c) when the Notice is delivered by
Federal Express, UPS, or another nationally rccognized courier service with evidence of delivery
signed by any person at the delivery address; or (d) five business days after the Notice is sent by
FAX (with electronic confirmation by the sending FAX machine) with a confirming copy sent by
United States mail within 48 hours after the FAX is sent. If any date or period provided in this
Agrecment ends on a Saturday, Sunday, or legal holiday, the applicable period for calculating the
Notice shall be extended to the first business day following the Saturday, Sunday, or legal
_holiday. For the purpose of giving any Notice, the addresses of the Parties are set forth below,
The Partics may change the information set for th below by sending Notice of such changes to the
other Party as provided in this Section 9.1,

To the City:

Attn: City Manager
305 N. Arch St
Roysc City, Texas 75189

With a copy lo:

City Attorney
305 N. Arch St
Royse City, Texas 75189

To the District:

Parker Creek Municipal Utility District of Rockwall County
Attn: Clay Crawford

Crawford & Jordan, LLP

3100 McKinnon Street, Suite 950

Dallas, Texas 75201

Agreement Coneerniing Operation of Parker Creek
MUD of Rockwall County Page 8
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With a copy to;

Parker Creek Estates, L.P.

Attn: Philtip Huffines

8200 Douglas Avenue, Suite 300
Dallas, Texas 75225

With a copy to:

K&L Gates, LLP

Attn: Melissa Lindelow

301 Commerce Street, Suite 3000
Fort Worth, Texas 76102

9.2  No Waiver. Any failure by a Party to insist upon strict performance by the other

Party of any provision of this Agreement shall not be deemed a waiver thereof, and the Party -

shall have the right at any time thercafter to insist upon strict performance of any and all
provisions of this Agreement. No provision of this Agreement may be waived except by writing
signed by the Party waiving such provision. Any waiver shall be limited to the specific purposes
for which it is given. No waiver by any Party hereto of any term or condition of this Agreement
shall be deemed or construed to be a waiver of any other term or condition or subsequent waiver
of the same term or condition.

9.3 Governing Law and Venue. This Agreement must be construed and enforced in
accordance with the laws of the State of Texas, as they apply to coniracts performed within the
State of Texas and without regard to any choice of law rules or principles to the contrary. The
Parties acknowledge that this Agreement is performable in Rockwall County, Texas and hereby
submil lo the jurisdiction of the courts of Rockwall County, Texas, and agrce that any such
courts shall be a proper forum for the determination of any dispute arising hereunder.,

9.4  Authority to Execute. The City warrants that this Agreement has been approved
by the City Council in accordance with all applicable public mecting and public notice
requirements (including, but not limited to, notices required by the Texas Open Meetings Act)
and that the individual executing this Agrecement on behalf of the City has been authorized to do
so. The District warrants that this Agreement has been approved by the Board of Directors in
accordancec with all applicable public meeting and public notice requirements (including, but not
limited to, notices required by the Texas Open Meetings Act) and that the individual executing
this Agreement on behalf of the Board has been authorized to do so.

9.5  Severability. The provisions of this Agrcement are severable and, in the event
any word, phrase, clause, sentence, paragraph, section, or other provision of this Agreement, or
the application thereof to any person or circumstance, shall ever be held or determined to be
invalid, illegal, or unenforceable for any reason, and the extent of such invalidity or
unenforceability does not cause substantial deviation from the underlying intent of the Parties as
expressed in this Agreement, then such provision shall be deemed severed from this Agreement
with respecl to such person, entity or circumstance, without invalidating the remainder of this

Agreement Concerning Operation of Parker Creek
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Agreement or the application of such provision to other persons, cniities or circumistances except
to the extent that the severed provision(s) is a dependent substantive term the removal of which
affects the intent and effect of the remaining provisions.

9.6 Changes in State or Federal Laws. If any state or federal law changes so as to
make it impossible for the City or the District to perform its obligations under this Agreement,
the Parties will cooperate to amend this Agreement in such a manner that is most consistent with
the original intent of this Agreement as legally possible.

9.7 . Additional Documents and Acts. The Parties agree that at any time after execution
of this Agreement, they will, upon the request of any other Party, cxccute and/or exchange any
other documents necessary (o effectuate the terms of this Agreement and perform any further
acts or things as the other Party may reasonably request to effectuate the terms of this
Agreement.

f
9.8  Captions. Captions and headings used in this Agreement are for reference
purposes only and shall not be deemed a part of this Agreement.

9.9  Assignment. Neither the District nor the City may assign this Agreement without
the written consent of the other Party.

9.10 Amendment. This Agreement may be amended only with the written consent of
all Parties and with approval of the governing bodies of the City and tle District.

9.11  Interpretation. The Parties acknowledge that each Party and, if it so chooses, its
-counsel have reviewed and revised this Agreement and that the normal rule of construction to the
effect that any ambiguities are to be resolved against the drafting Parly shall not be employed in
the interpretation of this Agreement or any amendnients or exhibits hereto. As used in this
Agreement, the term “including” means “including without limitation” and the term “days”
means calendar days, not business days. Wherever required by the context, the singular shall
include the plural, and the plural shall include the singular. Each defined term herein may be
used in its singular or plural form whether or not so defined.

9.12  Third-Party Beneficiaries. Except as provided in this section, this Agrcement is
solely for the benefit of the City and the District, and neither the City nor the District intends by
any provision of this Agreement to create any rights in any third-party beneficiaries or to confer
any benefit upon or enforceable rights under this Agreement or otherwise upon anyone other
than the City or the District. Notwithstanding the foregoing, the City and the District intend that
the Owner shall be a third-party beneficiary.

9.13  Incorporation of Exhibits by Reference. All exhibits attached to this Agreement
are incorporated into this Agreement by reference for the purposes set forth herein, as follows:

Exhibit A  Legal description of the Property
Exhibit B Ilustration of Road Projects

Agreement Concerning Operntion of Parker Creck
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9.14 Defined Terms. Unless otherwise expressly defined herein, capitalized terms
shall have the same meaning as sct out in the Development Agreement.

9.15 Counterpart Originals. This Agrcement may be executed in multiple counterparts,
each of which shall be deemed to be an original.

ATTEST: \\\\\;\\gg'ggzg,,,, CITY OF ROYSE CITY
By: 4
- Namef /T ixn ME Lo
1ts: A LP/ & 7

- | Date: A()B‘Lb 77% Mﬁ%

STATE OF TEXAS §
§
COUNTY OF ROCKWALL §

This instrument was acknowledged beforc me, on the 23 day of _HQ(‘{ ! , 20094
by im ﬁ\e\\oc\,w) » M\nowor™  of the City of Royse City, Texas on behalf of said city.

Stlanis Modatil,

Wi, STEPHANIE MODISETTE
F55d7F%  Notary Public, State of Texas :
5P °J;Vc;‘mn‘,’;ss;§,$s‘ip;?e"§ Nolaly Public, State of Texas
[SEA]; il December 22, 2009 Printed Name:;_ SYephanie. Modiseff{e

My Commission Expires: Nee. 23, 2009
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STATEOF ___\-en6s

COUNTY OF e f0on

L on O

PARKER CREEK MUNICIPAL UTILITY

wCK LJ. COUNTY
Presidgnt Board Mors

Date: /Q 9[) 7

LY

This instrument Jras acknowledged before me, on the ZX day of : mwi ZOOg
by Wdham Bnapman, VBresident of the Board of Directors of Parker Creek Municipal Ut111ty

District of Rockwall County, on behalf of said entity.

[SEAL]

LISA BLOOMFIELD

MY COMMISSION EXPIRES
June 27, 2011

Agreement Concerning Operation of Parker Creek
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My Commission Expires:_Jdune 277, 2.0\
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EXHIBIT A

METES AND BOUNDS DESCRIPTION OF THE PROPERTY

BEING a tract of land located in the S.C. WRIGHT SURVEY, ABSTRACT NO. 218, Rockwall
County, Texas and being part of a tract of land described in Deed to Parker Creck Estates, L.P.,
recorded in Volume 2855, Page 252 (Doc. No. 00272567), Deed Records, Rockwall County,
Texas and being more particularly described as follows:

BEGINNING at a 1/2 inch iron rod with a yellow plastic cap stamped “DAA" set at the
intersection of the Easterly right-of-way line of F.M. 548, a variable width right-of-way, with the
approximatc centerline of Crenshaw Road, said point being the most Northerly corner of said
Parker Creek Estates, L.P. tract;

THENCE South 46 degrees 24 minutes 20-seconds East, along the approximate centerline of
said Crenshaw Road, a distance of 5123 .44 feel to a 3/8 inch iron rod found at the most Easterly
corner of said Parker Creek Estates, L.P. tract, said point being the most Northerly corner of a
tract of land described in Deed to John H. Crenshaw, Jr., recorded in Volume 126, Page 887,
Deed Records, Rockwall County, Texas;

THENCE South 43 degrees 47 minutes 21 seconds West, along the common line of said Parker
Creck Estates, L.P. and John H. Crenshaw, Jr. tracts, a distance of 2697.97 feet to a 1 1/4 inch
diameter axle found for corner at the most Southerly corner of said Parker Creek Estates, L.P.
tract, said point being North 42 degrees 49 minutes 03 seconds West, a distance of 361.66 feet
from the most Westerly corner of said John H. Crenshaw, Jr. tract, said point also being an ell
corner of a tract of land described in Deed to Dean M. Gandy, recorded in Volume 688, Page
258, Deed Records, Rockwall County, Texas;

THENCE North 45 degrees 36 minutes 22 seconds West, along the common line of said Parker
Creek Estates, L.P. and said Dean M. Gandy tracts, a distance of 4893.37 fect to a 1/2 inch iron
rod found for corner in the East right-of-way line of said F.M. 548;

THENCE North 00 degrees 57 minutes 55 seconds West, along said East line, a distance of
169.42 feet to a 1/2 inch iron rod with a yellow plastic cap stamped “DAA” set for corner at the
beginning of a curve to the right having a central angle of 44 degrees 32 minutes 00 seconds, a
radius of 222.04 feet, and a chord bearing and distance of North 21 degrees 18 minules 05
seconds East, 168.27 fect;

THENCE Westerly, along said curve to the right, an arc distance of 172.58 feet to a 1/2 inch
iron rod with a yellow plastic cap stamped “DAA” set for corner;

THENCE North 43 degrees 34 minutes 05 seconds East, along said Easterly right-of-way line, a

distance of 2266.78 feet to a 1/2 inch iron rod with a yellow plastic cap stamped “DAA”™ set for |

corner;

Exhibit A —Page |
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THENCE North 00 degrees 37 minutes 55 seconds West, a distance of 53.90 feet to a 1/2 inch
iron rod with a yellow plastic cap stamped “DAA” set for corner;

THENCE North 43 degrees 33 minutes 48 seconds East, a distance of 47.85 feet to the POINT
OF BEGINNING and containing 310.202 acres of land, more or lcss.

5 Exhibit A — Page 2
DALLAS-1108953 v6 1271884-00058
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FIRST ADDENDUM TO PARKER CREEK DEVELOPMENT AGREEMENT

This First Addendum to that cerlain Development Agrezment (the *“Development
Agrecement”) approved by the City on Novemher {1, 2008 (the “Addendum™) is executed
between Parker Creek Estates, L.P. (the “Owner”) and the City of Royse City, Texas (the “City™)
to be effective April 14, 2009 (the “Effective Date™). This Addendum adds covenants relating to
maintenance of roadways and the provisjon of public safety scrvices and sites within the Parker
Creek Municipal Utility District of Rockwall County (the-“District”) and amenids the
Development Agreement thercby. Except as modified by this Amendment, the terms and
conditions of the Development Agreement shall remain in full force and effect. Unless otherwise
defined herein, all capitalized termis in this Addendum shall have the meaning given to such
(erms by the Development Agrecment.

ARTICLE]
RECITALS

WHEREAS, the City is a home rule municipal corporation of the State of Texas; and
WHEREAS, the Owner is a Texas limited partnership; and

WHEREAS, the Owner and the City are sometimes individually referred to as a “Party™
and collectively as the “Parties™; and

WHEREAS, the Owner is the owner of an approximately 310.205-acrc tract of land (the
“Property™) located in Rockwall County (the “County™), which is the subject of the Development
Agrcement; and -

WHEREAS, the Property is encompassed by thie District; and

WHEREAS, the City and the District have negotiated an operating agrcement approved
by the City on November I, 2008 and the District on January 29, 2008 (the “QOperating

Agreement”); and

WHEREAS, the County has raised concerns about maintenance of Crenshaw Road
abutting the Property and roads internal to the Distriet pending annexalion of land within the
District to the City, which were not anticipated by the Owner, the District or the City; and

WHEREAS, the County alsa has raised concerns about delivery of public safety services
within the District pending annexation of land within the District 1o the City, and

WHEREAS, because of the concerns raised by the County, both the Development

Agreement and the Operating Agreement with (he District remain unexccuted by the City; and
q1-68%

WHEREAS, on November 11, 2008, the City adopted Ordinance No, ot ___ {(the “Consent
Ordinance™) consenting to road projects to be undertaken by the District pumuam to Senate Bill-
No. 2054 adopted by the Texas Legislature during the 80" regular legislative scssion, which
takes effect upon exccution of the Development Agreement by lhc City; and

DA-3018)38 v} 1271884-00058

ol

45



WHEREAS, the Parties intend that this Addendum to the Development Agreement have
the same term as the Development Agreement; and

WHEREAS, the Partics agree that the County’s concerns are well taken and that the
Development Agreement should be modified to make additional provisions for road repair, road
maintenance and public safety facilities and services; and )

WHEREAS, the Pariies have thc authority to enter into this Addendum pursuant to
Scction 212,171 ct seq of the Texas Local Government Code.

NOW THEREFORE, for and in consideration of thc mutual covenants of the Partics sct
forth in this Addendum, and for other good and valuable consideration the receipt and adequacy
of which are acknowledged and agreed by the Parties, the Parlies agree as follows:

ARTICLE I
ROAD REPAIR AND IMPROVEMENTS

2.1  Roadway Maintenance. Noiwithstanding Section 5.5 of the Development
Agreement or any other provision of the Development Agreement Lo the contrary, the Partics
agree that, until such time as the Property is annexed-into the City’s corporate limits, the Owner
will cause the District to (a) retain ownership of the internal.roads within the District, and to
repair and maintain such roads in good repair and to the same standard to which roads within the
City's corporate limits are maintained; and (b) cither maintain portions of Crenshaw Road
adjacent to the Property in good repair and to the same standard to which roads within the City’s
corporale limits arc maintained, or fund the costs of such maintenance. The Owner’s Crenshaw
Road maiatenance obligations under this Article [l commence either upon completion of the first
phase of Crenshaw Road improvemcnts required by Section 5.2(b) of thc Decvelopment
Agrcement or the use of any segment of Crenshaw Road adjacent (o the Property that has not
been improved to the standards in this section but is used by traffic from the development of the
Property, whichever occurs first. The Owner’s internal roadway maintenance obligations under
this Article Il commence upon campletion of each internal roadway.

2.2 Crenshaw Road Repairs Fund.

(a) In order to provide sceurity for the performance of the repair and maintenance
obligations under Section 2.1, the Owner shall deposit, or shall cause the District to deposit, the
sum of $10,000 into an escrow account designated by the City within thirty (30) business days
after completion of the first phase of Crenshaw Road,

(b) The escrow account shall be intcresi-bearing and shall be used by the City solely
for maintaining Crenshaw Road in accordance with Section 2.1. The Ownuer shall replenish, or
shall cause the District to replenish, the funds in escrow following the City’s draft on the account
for road repairs within (hirty (30) business days after receipt of notice by the City of the drafi.
The City shall provide thirty (30) days advance written notice to the Owner that it intends to-use
funds in the escrow account and, in the event that the request for road repairs emanates from the
County, the City shall provide thirty (30) days advance wriiten notice to the Owner of such
request and any procecedings scheduled before the Rockwall County Commissioners Courst
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regarding such request. 1f the Owner or the District begin repairs within such thirty (30) day
period, the City shall nat draw on the escrow account.

(c) The Owner shall abtain, or cause the District to obtain, a good and sufficient
maintenance bond, in the amount of $10,000, for the Crenshaw Road improvements required by
Section 5.2(b) of the Decvelopment Agreement upon completion of such improvements, and
deliver a copy of the bond to the City. The Owner shall obtain, or cause the District to obtain, a
good and sufficient maintenance bond for all Crenshaw Road repairs made by the Owner or the
District and deliver a copy of the bond to the City. All maintenance bonds shall be for a term of
two years and shall be provided by a reputable and solvent corporate surcty, as determined by the
City, in favor of the City. At the Owner’s election and subject to the City's consent, a
perfornmance bond, letter of credit, or other adcquate financial assurances, as solely determined
by the City, may be provided in lieu of the maintenance bonds required by this subsection.

(d)  Ifthe City and the District agree, in the alternative, the Owner may provide for an
escrow account and maintenance bond or other agreed sccurity that is established or procured by
the District, provided that the City may draw upon such funds or sccurity as providéd in this
section.

(c) In the cvent that the internal roads within the District are not maintained for any
reason, including dissolution of the District, lack of funds or insolvency, the Owner and District
hereby acknowledge that the internal roads within the District shall remain private, or in the
event the District is not dissolved they shall remain (he responsibility of the District, and in no
instance shall the County be obligated to assume maintenance or repair of said roads.

ARTICLE Il
PUBLIC SAFETY PROVISIONS

3.1.  Police Services.

(a) Prior to the datc on which the City or a Certified Inspector issues a certificate of
substantlal completion pursuant to Article II1 of the Development Agreement (a “C.0.”) for the
500" single-family home within the Property, the Owner shall deposit funds with the City, or
shall cause the District to deposn funds with the City, in an earmarked account and in an amount
sufficient to hire and equip one law enforcement officer. Such dcpcmt is a condition precedent
to the issvance of any bmldmg permits beyond that for the 500" single family home within the

Property.

L) The Owner shall deposit additional funds with the City, or shall cause the
District to deposit additional funds wiih the City, in an earmarked account and in an amount
sufficient to hire and equip one additional officer prior to the date that a Certified Inspector or
the City approves a C.O. for the 1000" single-family home within the Property.

(c)  The funds required to be deposited with the City under Subsections 3.1(a) and (b)
shall be paid annually, and each annual deposit for each officer shall be in an amount equal the
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then current average salary of a full-time ‘Royse City police officer, the cost of standard
employee benefits provided by Royse City to its law enforcement officers, the cost of one
vehicle of the same type used by other Royse City law cnforcement officers, and the cost of
standard equipment issued to every Royse City law enforcement officer.

(d)  As a condition to the Owner’s or the Dislrict’s continuing obligations to fund
officers and cquipment under this Section 3.1, it is understood that the funds will be used
primarily to find law enforcement scrvices to the Property. Notwithstanding any other
provisions, it is expressly acknowledged that the payment of these funds docs not obligate the
City to provide law enforcement scrvices equivalent 1o that of a City resident. The law
enforcement services may be provided by the City, or the City may vsc the funds to contract with
another law enforcement agency to provide law enforcement services 1o the Property.

() In lieu of the Owner’s obligations under this Section 3.1, the City and the District
may enfer into an interlocal agreement for the District’s provision of police services to the

Property.

3.2 Dedication of Firc Station Site. Thc Owner shall cause the District to dedicate a
one-half acre site to the City for exclusive use as a fire station. The location within the District
shall be determined by the Owner, but must be suitable for a fire station, as approved by the City
under criteria applicable to fire stations inside Lhe City’s corporale limits, which approval shall
not be unreasonably withheld, delayed, or conditioned. Thc City may consent to a fire station
site that is within open space or park arcas indicated on the Concept Plan without necessitating
an amendment to the Development Agreentent or this Addendum, which consent shall not be
unreasonably withheld, dclayed, or conditioned. The dedication of the site to the District shall be
a condition precedent to approval of the final plat containing the 500" single-family residential
lot within the Property. The Owner’s obligations are limited (o causing the District lo dedicate
land, and nothing herein shall be construed as a requiremicnt for the Owner or Dislrict to fund
staffing, equipment, or other similar costs.

Article 1V
ADDITIONAL PROVISIONS
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4.1 Recordation. Pursvant to the requirements of Section 212,172(f) of the Texas
Local Government Code, this Addendum shall be recorded in the deed records of the County. In
addition, zll assignments to this Addendum shall be recorded in the deed records of the County.
This Addendum, when recorded, shall be binding upon thie Parties and their successors and
assigns permitted by this Addendum and upon the Property; however, this Addendum shall not
be binding upon, and shall not constitute any encumbrance to title as (o, any End-Buyer except
for land use and development regulations that apply to specific. lots. For purposes of this
Addendum, the Parlics agree: (a) that the term “End-Buyer’” means any owner, tenant, user, or
occupant other than a developer or builder; (b) that the term “fully developed and improved lot"
means any lol, regardless of proposed use, for which a final plat has been approved by the City
and recorded in the deed records, for which all infrasiructure improvements have been installed
and that is cligible for a certificate of substantial completion; and (c) that the ferm “land use and
development regulations that apply to specific lots™ means all of the Governing Regulations and
the waiver of rights under Section 42.041 of the Texas Local Government Code.

4.2. Recitals. The recitals confained in this Addendum: (a) are truc and cosrect as of
the Effective Date; (b) form: the basis upon which the Partics negotiated and entered into this
Addendum (c) are legislative findings of (he City Council, and (d) reflect the fina] intent of the
Parties with regard to the subject matter of this Addendum. In the cvent it becomes necessary to
interpret any provision of this Addeidum, the intent of the Parties, as evidenced by the recitals,
shall be taken into consideration and, to the maximum extent possible, given full effect. The
Parties have relied upon the recitals as part of the consideration for entering into this Addendum
and, but for the intent of the Parties reflected by the rccitals, would not have entered into this
Addendum.

4.3  No Third Party Beneficiaries. Except as otherwise provided in this section, this
Addeudum only inures to the benefit of, and may only be enforced by, the Parties. If the District
is not an Assignec, the District shall be considered a third-party beneficiary of this Addendum.

4.5 Affinnation of Development Aereentent. Except as may be modified expressly or
by necessary implication by this Addendum, the Parties hereby affirm the covenants contained in
the Development Agreement in their entirety.

4.6  Expiration of Addendum. If the City and the County fail to cnter into a written
agreement within 60 days of the Effective Datc of this Addendum that acknowledges the Cily’s
exclusive platting jurisdiction and authority over the development of the Property pursuant to the
Agreement and is in a form approved by the City, such approval not to be unreasonably
withheld, delayed, or conditioned, this Addendum shall automatically expire and be of no further
force or cffect.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Executed by the Owner and the City to be effective on the Effective Date.

ATTEST: CITY OF ROYSE CITY

\\\\\tlllmmr”
‘&oF RO %

By:

Name:

Nam 2] a{hjf

Title: City Secretary %

S5 Tl prago .
& Date:___ R

) 53
””llmml\\\\“‘

APPROVED AS TO FORM AND
LEGALITY:

, City Attorney
ST OF TEXAS §

' §
COUNTY OF ROCKWALL §

. This instrument was acknowledged before me on n_{)ri\ &% , 2009 by
ien e \\odN L VWO BC of the City of Royse City, Texas on
behalf of said city. 3 ' N
! SOWH,  STEPHANIE MODISETIE &O\f\dﬂm\(\(\bm

5\

5%
""mm\“‘

Wi,

Notary Public, State of Texas
o Fublic, St of Tex Not'uyj;ubhc State of Texas

Dacember 22, 2009

s\‘k\_‘.. v,
‘;u.

»
”

lnf {n\‘*

[

I
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OWNER:

PARKER CREEK ESTATES, L.P.,
a Texas limited partnership

By:  Bellaire Oaks, Inc.,
a Texas corporation
Its: General Partner

Ber b 4%‘,,%"3’_

Name Printed; ¥ct tgt” /AUFE pec
Title:_fPé£27 _~ S5~ 7-09

STATE OF TEXAS

COUNTY OFMQ_A
e This - instruyment ,was acknowledged before me on M, 2009 by
W‘ __Aﬁﬂtof Bellaire Oaks, Inc., a Texas corporation, in ifs capacity as General

Partner of Parler Crdel Estates, L.P., a Texas limitcd partnership, on behalf of said corporation,
on behalf of said limited partnership.

von s v

ary Public, Statc of Texas

DEBRA MEERS

MY COMMISSION EXPIRES
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PARKER CREEK MUNICIPAL UTILITY

DISTRICT OF g(\ 'ALL NTY
By: ,_e")t//:«?t/) -

1t~ Testdenl, Board ofﬁircct,mé/
w1
Dale; 4'/3 53'/‘) “
VAV

STATE OF T@(ﬂ D §
Ny
COUNTY OF [ )0 HQZQ _ __;

This instrumen y\ié%knowledged before me, on the Qi)day of mgl_xﬁ: , 2008,
b resident of the Board of Directors of Parker Creek Munticipal Utility
District of Rockhwall County, on behalf of said qutity.

WNSBAAITIZ,
tapy Public, SRt of Texas
Printed Name:
My Commission Expires: ]\_g%; 31 jﬁ

DEBRAMEERS

MY COMMISSION EXPIRES
July 31, 2012

i
Lty ng e AL S

ALter recording, kehan D

——

Pundi. Creek  Fstutes, (P
£2.00 Douslad Ave. Surfe 3ee

Dallas, TX 75235
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City Manager
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Director of Finance

54



55



CITY OF ROYSE CITY, TEXAS
ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

TABLE OF CONTENTS
Page Exhibit
FINANCIAL SECTION
Independent AUJItOrS' REPOM..........ccciee s inrais s esissessarssinsmismsbassanssiesnsos vrerere reems
Management's Discussion and Analysis (Required Supplementary lnformation) ................. 5
Basic Financial Statements .
Government-wide Financial Statements:
Statement of Net Position.....c.cccevevevcvrecenee 19 A1
Statement of Activities.............veeee.. veeresvemmrsniress 20 A2
Fund Financial Statements:
Balance Shect - Governmental FUNGS......ewemsesssrmssissens — e 2z A3
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Position............ccnccicennes veresrenaias 23 A4
Statement of Revenues, Expenditures, and Changes in
Fund Balances - Governmental FUNds.......o.veaereererssnens Ceetenteert e sbeensantasaasaseasarr e 24 A5
Reconcitiation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities..........cccc.c.... 25 A6
Statemnent of Net Position - Enterprise FUNTS....... e e rninsessnmsienecsiascrsrecescermaes 26 A7
Statement of Revenues, Expenses, and Changes in
Fund Net Position - Enterprise FUnds.......ommmsemiiee wer 27 - A8
Statement of Cash Flows - Enterprise Funds........... N meen 28 A9
Notes to the Financial Statements ..o vvivvmssicisinncss . 29
Regquired § mentary Inférmatio
Budgetary Comparison Schedules:
General FUNd.......iiacccrercnenene et sesstnstssssmsssesssmmssesemes aerees 55 Bt
Schedule of Changes in the City's Net Pension Liability
And Related Ratios - Texas Municipal Retirement System..........cuvieivensnns wee 86 B2
Schedule of City's Contributions - Texas Munlicipal Retirement System.........cooesccrvecesmen 57 B3
Notes to Required Supplementary Information. ..., b aerab s assnt s s e samesnans 58
Combining Statements and Budgetary Comparisan Schedules as Supplemeniary information;

Combining Balance Sheeét - All Nonmajor Governmental FUNdS. ... 60 G-1
Combining Statement of Revenues, Expenditures and Changes in
Fund Balances - All Nonmajor Governmental FUNAS.......coceeceevimivnccens sose 61 c-2

Special Revenue Funds:

Combining Balance Sheet - Nonmajor Special Revenue Funds,.....c... e 62 C-3
Combining Statement of Revenues, Expenditures and Changes -
in Fund Balances - Nonmajor Special Revenue Funds..........ccevens, v, 66 G4



CITY OF ROYSE CITY, TEXAS
ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

TABLE OF CONTENTS

Page Exhibit
Budgetary Comparison Schedules:
Municipal Court Technology..........eweeene. e 70 C-5
Municipal Court Security Fund................. v 71 C-6
Hotel/Motel Occupancy Tax Fund............ oree. 72 C-7
Roadway Impact FEeS..crvrmmmirvavsin L . 13 GC-8
Police Forfeiture Federal..........ccooovivun e 74 C-9
Police Forfeiture Local........ccovevivercenrerene rerersermnmnentssietn isesses 75 C-10
Verandah Road Maintenance.........cee. v s 76 C-11
Juvenile Case Management FUNd.......... o seves 77  G-12
Senior Center DONALONS....covmmieccvsrneis assseseeasssssesaresenes e 78 C-13
Main Street Donalions....vennmmsinne e versarserressines avesen 79 C-14
Parks Donations....ccevnvsevnnvnees L 80 C-15
Animal Control Donations............ L 81 C-16
Palice Donations......cvmvecunisseneens L 82 G117
Fire Donations....vsiriinnevsvecaes 83 C-18
Debt Service Funds:
Budgetary Comparison Scheduls;
Debt Service FUND....cvmveecsmssenemssenes 84 C-19
Discrete Component Unit

Balance Sheet - Royse City Gommunity Development Carparation.........ccoeuecervecres g6 C-20
Reconciliation of the Governmental Fund Balance Sheet to the

Statement of Net Position - Rayse City Community Development Corporation....., 87 G-
Statement of Revenues, Expenditures and Changes

in Fund Balances - Royse City Community Development Corporation.................. gg C-22
Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balances of Royse City Community Development Corporation

to the Statement of Activities.......ccocecicnniiiccniisiieee. peveuressstanesstsaasn e ses b anetesernares 89 C-23



Financial Section

St
1}

58



This page is left blank intentionally.

—~

v

59



RUTLEDGE CRAIN & COMPANY, PC
CERTIFIED PUBLIC ACCOUNTANTS
2401 Garden Park Court, Suile B
Adlinglan, Texas 76013

INDEPENDENT AUDITORS’ REPORT

To the City Council
City of Royse City, Texas

We have audited the accompanying financial statements of the governmental activities, the busmess-type
activities, the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Royse City, Texas, as of and for the year endéd September 30, 2016, and the related
notes to the financial statements, which collectively comprise the City's basic financial statements as listed in the
table of contents.

Management’'s Responsibility for the Financlal Statements

Management is responsible for the preparation and fair presentation of these financial statéments in accordance
with accounting principles generally accepted in the United States of America; this includes the desugn.
implementation, and maintenance of intermal control rélevant to the preparatlon and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the finaricial 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 auditors' judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or ertor. In making those risk
assessments, the auditor considers intémal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectlveness of the entity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluatmg the appropriaténess of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements reférred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remalmng fund information of the City of Royse City, Texas,
as of September 30, 2016, and the respective changes in financial position and, where apphcable cash flows
thereof 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 comparison information, schedule of the City’s proportionate share of the net
pension liability, and schedule of City pension contributions identified as Required ‘Supplementary Information in
the table of contents be presented to supplement the basic financial statements. Such information, although not a
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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 histarical 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 City of Rayse City, Texas' basic financial statements. The combining and individual nonmajor fund financial
statements and schedules are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The combining and individual nonmajor fund financial statements and schedules 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
combining and individual nonmajor fund financial statements and schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Halldsy Ctree ¢ ooy J7C

March 21, 2017
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CITY OF ROYSE CITY, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2016

As management of the City of Royse City ("City”), we offer the readers of the City's financial statements
this narrative overview and analysis of the financial activities of the City for the fiscal year ended
September 30, 2016. We encourage readers to read the information preseénted here in conjunction with
additional information that we have furnished in the City's financial statements, which follow this narrative.

Finaricial Highlights

» The assets and deferred resources outflows of the City exceeded its liabilities and deferred
resources inflows at the close of the fiscal year by $22,355,347 (net position). OF this amount,
$4,219,513 (unrestricted net position) may be used to meet the government's ongoing obligations
to citizenis and creditors. A total of $12,117,918, or 54% of total net position, is invested in capital
assets which does not directly generate revenue and is not available to generate liquid capital.,
Net position restricted for specific purposes totals $6,017,916 or 27% of total net position.

¢ The City’s total net position increased by $8,583,435 largely due to the net investment in capital

assets related to developer contributions. Impact fees” associated with the growth c':onti'que to
positively affect net position.

« As of the close of the current fiscal year, the City's governmental funds reported combined ending
fund balance of $5,452,165, an Increase of $2,597 465 or 91%, in comparison with the prior year.
The increase in combined ending fund balances is primarily attributable to bond proceeds ($1.96
milion) and growth in general revenues (property and sales taxes, franchise fees).
Approximately 35% of total fund balance, or $1,923,068, is available for spending at the City's
discretion (unassigned fund balance).

» At the close of the current fiscal year, the unassigned fund balance for the General Fund was
£1,923,068 or 29% of total General Fund expenditures. The increase in the total General Fund
ba,lancé i$ largely due to increased revenues in growth related categoriés such as property tax,
sales tax, permit collections and franchise fees combined with conservative spending across
departments.

s The City's total long-term debt increased by $1,325,183, or 6% during the current fiscal year

Overview of Financial Statements

This discussion and analysis is intended to.serve as an introduction to the City's basic financial
statements. The City’s basic financial statements consist of three components. 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. The basic
financial statemeénts present two different views of the City through the use of government-wide
statements and fund financial statements. In addition to the basic financial statements, this report
contains other supplemental information that will enhance the reader's understanding of the financial
condition of the City.
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CITY OF ROYSE CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (contirued)
SEPTEMBER 30, 2016

Basic Financial Statements

The first two statements (pages 19-21) in the basic financial statements are the Government-wide
Financial Statements. They provide both short and long-term information about the City's financial
status.

The next statements (pages 22-28) are Fund Financial Stateménts. These statements facus on the
activities of the individual parts of the City's government. These statements provide more detail than the
government-wide statements. There are two parts to the Fund Financial Statements: 1) the governmental
fund statements and 2) the proprietary fund statements.

The next section of the basic financial statements is the notes (beginning on page 29). The notes to the
financial statements explain in detail some of the data contained in those statements. After the notes,
required supplemental information (page 53) is provided to show budgetary information for the General
Fund, and to provide details about the funding progress and contribution for the pension plan,
Supplemental Information (pages 59-84) is also included to provide combining non-major fund financial
statements and budgetary comparisons.

Government-wide Financial Statements

The gavernment-wide financial statements are designed to provide the reader with a broad overview of
the City's finances, similar in format to a financial statement of a private-sector business. The
government-wide statements provide short and long-term information about the City's financial status as
awhole,

The Statement of Net Position presents. information on all of the City's assets, deferred outflows,
liabilities, and deferred inflows with the difference between the two reported as net position. Qver time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

The Statement of Activities presents information showing how the City's net pasition changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenue and expenses
are reparted for some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes and earned but unused vacation leave).

Both the government-wide statements are divided into three categories: 1) governmental activities; 2)
business-type activities; and 3) component unit. The governmental activities include most of the City's
basic services such as public safety, public services, parks and recreation, and general administration.
Property taxes, sales taxes and franchise fees finance most of these activities. The business-type
activities are those 'that the City charges a fee to customers to help it cover all or most of the cost of
certain services it provides. The City's water and sewer system activity are reported as business-type
activities. The final calegory is- the component unit. The City includes one separate legal entity in its
report ~ the Royse City Community Development Corporation. Although legally separate, this
“component unit” is important because the City is financially accountable for them.

The government-wide financial statements are on pages 19-21 of this report.
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Fund Financial Statements

The fund financial statements provide a more detailed look at the City’s most significant funds. A fund is
a self-balancing set of accounts that is used to 'maintain control over resources that have been
segregated for specific activities or objectives. Some funds are required to be established by state law
and by bond covenants. However, the City Council establishes many other funds to help it control and

manage funds for particular purposes or to show that it is meeting legal responsibilities for using certain
taxes, grants, and other money. The City of Royse City, like other state and local govemments, uses
fund accounting to ensure and reflect compliance with finance-related legal requirements, such as the
General Statutes or the City's budget ordinance. All of the funds of the City can be divided into two
categories: governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. Most of the City's basic services are
accounted for in governmental funds. These funds focus on how assets can be readily converted inta
cash flow in and out, and what monies are left at year-end that will be available for spending in the next
year. Governmental funds are reported using an accounting method called modified accriial accounting
which provides a short-term spending focus. As a result, the govemnmental fund financial statements give
the reader a detailed short-term view that helps him or her determine if there are more or less financial
resources available to finance the City's programs. The relationship between governmental activities
(reported in the Statement of Net Position and the Statement of Activities) and governmental funds is
described in a reconciliation following the fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in gavernment-wide financial statements. By doing so,
readers may better understand the long-term impact of the government's near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund Statement of Revenues,
Expenditures, and Changes in Fund Balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City adopts an’annual budget for its General Fund and Debt Service Fund, as required by.the
General Statutes. The budget is a legally adopted document that incorporates input from the citizens of
the City, the management of the City, and the decisions of the Council about which services to provide
and how to pay for them. It also authorizes the City to obtain funds from identified sources to finance
these current perlod activities. The budgetary schedule provided for the General Fund demanstrates how
well the City complied with the budget ordinance and whether or not the City succeeded in providing the
services as,planned when the budget was adopted. The Budgetary Companson Schedule for the
General Fund uses the modified accrual basis of accounting and is presented using the same ‘format,
fanguage, and classifications as the legal budget document. The schedule shows four columhs: 1)
original budget; 2) the final budget as amended by the Council; 3) the actual resources, charges to
appropriations, and ending balances in the General Fund; and 4) the difference or variance between the
final budget and the actual resources and charges. The Governmental Fund financial statemenits can be
found on pages 22-25 of this report. The General Fund Budgetary Comparison Schedule can be found
on page 55.
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Proprietary Funds — The City charges customers for the services it provides, whether to outside
customers or to other units within the City. These services are generally reported in the proprietary funds.
Praprietary funds are reported in the same way all activities are reported in the Statement of Nét Position
and the Statement of Activities. In fact, theé City's proprietary funds pravide the same type of information
as the government-wide financial statements, only in more detail, such as cash flows.

The City of Royse City maintains one individual proprietary fund: the Water and Sewer Fund.
The basic proprietary fund financial statements can be found on pages 26-28 of this report.

Notes to the Financial Statements ~ The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements start on page 29 of this report.

Required Supplemental Information — In addition to the basic financial statements and accompanying
notes, this report presents certain required supplementéry information concerning the progress in funding
its obligation to provide pension benefits to its employees. This information begins on page 56 of this
report

The combining statements and budgetary comparison schedules for the nonmajor governmental funds
can be found on pages 59-84 of this report.
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Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government's financial
position. The City’s combined net position was $22,355,347 as of September 30, 2016. This analysis
focuses on the net position (Table 1) and changes in net position (Table 2) of the City's governmental and
business-type activities.

Table 1
Net Position
Governmental Business-Type Total Primary
Activities Activities Government
2016 2015 2016 2015 2016 . 2015

Current and other assets $6,403,070  $3,602.320 $6.504,264 34,728,626 §12907,334  $8.420946
Canpital assets 12,886,408 10,101,042 20,694,423 17,315,863 33,580,831 27416905 |
Total assets 19,289,478 13,793,362 27,198,687 22,044,489 46,488,165 35,837,851
Deferred resources outflows 665,650 320,598 123,577 41,312 789,227 361,910
Cument liabllities 717.980 594,547 570,267 564,082 1.288.247 1,158,629
Long-termiiabilities 10,456,348 8,377,721 13,236,513 13,368,165 23,692,861 21,745,886 .
Total fiabifiles A 74.328 8,972,268 13,806,780 13,932,247 24,981,108 22,904,515
Deferred resources inflows 10,033 20,136 - - © 10,033 20.136
Net Position: . \
Net investment in capital assets 3,810,266 2,556,883 8,307,652 4.322,435 12,117,918 6,879,318
Restricted 3,233,268 1,565,583 2,784,648 1,622,952 6,017,916 3,188,535
Unrestricted 1,727,233 999,090 2,492,280 2,704,969 4,219,513 3,704,059
Tolal Net Position $8,770,767 '$5,421,556  $13,684,580  $8,650,356 $22,355,347  $13,771,912

Fifty-one percent (54%) of the City's net position reflects its investment in capital assets (e.g., land,
buildings, machinery and equipment) less any related debt used to acquire those assets that is still
outstanding. The GCity uses these tapital assels to provide services to citizens; consequently, these
assets are not available for future spending. Although the City’s investment in its capital assats is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets cannot be used to liquidate these liabilities.

An additional portion of the City's net position (27%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position $4, 219,513 or
19% may be used to meet the govermnment's ongoing obligations to citizens and credilors:
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MANAGEMENT’S DISCUSSION AND ANALYSIS {continued)

SEPTEMBER 30, 2016

Governmental Activities

Governmental activities increased the City's net position by $3,649,211. Key elements of this increase

are as follows in Table 2.

Revenues.
Program Revenues:
Charges for sernvices
Operating grants and contributions
Capital grants and contributions
General Revenues;
Property laxes
Sales taxes
Franchise taxes
HotelMoiel taxes
Beverage taxes
Investmentincome
Gain on sale of capital asset
Miscellaneous
Total Revenues

Expenses.

Program Expenses
Generai government
Public safety
Public works
Public senices
Community development
Cuiture and recreation
Environmental senices
Interest on long-term debt
Water and sewer

Total Expenses

Change in net position
before transfers

Transfers

Total change In net position

Net position - October 1
Prior Period Adjustments
Net position - September30

-

Table 2
Change in Net Position
Governmentatl Business-Type Total Primary
Activities Activities Gavernment
2016 2015 2016 2015 2016 2015
2254454 2249674 5303062 5276591 7557516  7.526,265
53516 73,889 . . 53516 73,889
2,168,722 1,585 4,417,902 - 6,586,624 1,595
3910721 3,480,207 - 3910721  3.480,297°
1746482 1,503,191 1746482 1503191
481,039 429083 - 481,039 429,083
103,989 80,254 - - 103,989 80,254
4,372 3,879 - - 4,372 3879
37921 9,374 14,896 2683 52,817 12,057
- - - 10,600 - 10,600
55200 219,226 81,738 93,937 136,938 313,163
10,816,416 8,050462 5817508 5383811 20634014 13434273
2,679,765 2,749,735 2679765 2749735
2,352,566 2,356,569 2,352,566 2,356,569
500534 379,893 500,534 379,893
662653 588013 662,653 588,013
484,683 427320 484,683 427,320
219,380 206,503 . . 219,380 206,503
164,078 167,586 - - 164,078 167,586
823546 353810 - . 823546 353810
- - 4163374 4011101 4163374 4,011,101
7.887.205 7,229429 4,163,374 4,011,101 12,050,578 11,240,530
2929211 821033 5654224 1372710 8583435 2,193.743
720000 236020 (720,000) (236.020) « .
3649211 1,057,063 4934224 1,136,690 8583435 2,193,743
5121556 4,630,137 8650356 7211003 13771912 11,841140
. {565,634) - 302,663 - (262,971)
8,770,767 5,121,556 13,584,580 8,650,356 22355347 13,771,912
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Revenues by Source - Governmental Activifies
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Program revenues were $4.47 million, compared to $2.3 million in fiscal year 2015. The breakdown of

the increase is as follows:
|

¢ Qverall, charges for services were relatively flat, increasing $4,780.

o Operating grants and contributions decreased $20,373 and capital grants and contributions
increased $2.16 million due to developer contributions

» General revenues increased from $5,961,324 in fiscal year 2015 to $7,059,724 in fiscal year 2016
due to increased sales tax receipts and property tax shift from debt to operating.

Overall, governmental activities expenses were $7.88 million, an increase of $657,776 which is
attributable primarily to street repairs and interest paid on debt service.

11
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CITY OF ROYSE CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
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Business-Type Activities

Revenues of the City's business-type activities were $9.82 million for the fiscal year ended September 30,
2016. Revenues increased approximately $4.4 million or 82% as compared to the prior fiscal year.
Expenses for the City's business-type increased $152,373. The increase in net position is a result of the
completion & dedication of developer installed infrastructure.

Revenues by Source — Business-Type Activities
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Financial Analysis of the City's Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds —.The focus of the City's governmental funds is to provide information on near-
term inflows, outflows and balances of s;iendable resources. Such information is useful in assessing the
City's financing requirements. In particular; unrestricted fund balances (unassigned, assigned and
committed) may ‘serve as a useful measure of 3 government’s net resources available for spending in the
next fiscal year.

At the end of the current fiscal year, the City's governmental funds reported combined ending fund
balances of $5,452,165. Within this total; $3,480,266 is restricted for specific legal requirements, such as
debt covenants, and $48,831 has been committed and assigned to specific types of expenditures.
Unassigned fund balance is $1,923,068 and can be used for any lawful purpose.

The General Fund is the chief operating fund of the City. The fund balance of the City's general fund
increased by $907,570 during the current fiscal year. As a measure of the general fund's fiquidity, it may
be useful to compare the unassigned fund balance to total general fund expenditures. Unassigned fund
balance represents 29% of total general fund expenditures.

The debt service fund has a total fund balance of $878,728, all of which is restricted for thé payment of
debt service.

Proprietary Funds — The (;ity's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Unrestricted net assets of the proprietary fund
at the end of the fiscal year were $2,492,280, compared to $2,704,968 in the prior year.
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CITY OF ROYSE CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2016

Capital Asset and Debt Administration

Capital'A'ssets — At the end of the fiscal year 2016, the City had $33:6 million (net of accumulated
depreciation) invested in a broad range of capital assets, including land, buildings, police and fire
equipment, park facilities, roads and water and sewer lines (Table 3). This amount represents a net
increase (including additions and deletions) of $6.1 million over the prior fiscal year.

Major capital asset transactions during the year include road and waterline construction, developer
contributions, parks and public works equipment.

Table 3
Capital Assets at Year-End
(net of accumulated depreciation)

Governmental Business-Type Total Primary
Activities . Activities . Government
2016 2015 2016 2015 2016 2015

Land ‘ 925,169 925,170 1340,132  17340,132 2265301 2265302
Canstruction in progress 673,282 - 250897 9,769 924179 8,769
Buildings and improvements 10,684,305 8619385 3,592 4658 10,587,897 8524043
Machinery and equipment 703,652 556,487 67625 78,328 771277 634 815
Infrastructure - - 18032177 15,882,976 19,052,177 15,882,976
Total 12,686,408 10,101,042 20694423 17315863 33,580,831 27416905

More detailed information about the City's capital asset activity is present in Note IIl.D. to the financial
statements. .

Long-Term Debt — At year end, the City had $22 million in long-term debt outstanding, a $1.3 million, or
6.4% increase in comparison with the prior year — as shown in Table 4.

Table 4
Outstanding Debt at Year-Eng
Governmental Business-Type Total Primary
Activities Activities o Government
2016 20156 2016 2015 2016 2015
General obligéﬁon bonds $0 $7.000 $4,385,000 $4,810,000 $4,385000 34817000
Certificates of obligation 8.940,000  7.500.000 8,520,000 8,380,000  17.460,000 15880,000
Unamortized premium (discount) 20,425 (64,525) 33,004 2019 53.429 (62,506)
Capital lease 115.717 42672 50,927 62,724 . 166,644 105,396
Total $9,076,142 $7.485147 $12988931 $13,254,743  $22,065073 $20,739,890

During fiscal year 2016, the City issued $2.49 million of certificates of obligation to provide funding for a
downtown street reconstruction project, water line replacement, participation on a TxDOT overpass
project and public works equipment.

More detailed information about the City's long-term obligations is presented in Note lILF. to the financial
statements.
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Economic Factors and Next Year's Budgets and Rates

The completion of a major interchange along Interstate 30 and the opening of Wal-Mart has spurred retail
development in the adjacent areas. Whataburger, Dairy Queen, O'Reilly's Auto Parts and Murphy Oil are
among several businesses that opened late 2016/early fiscal 2017. Tractor Supply Company will be a
new addition and & number of lots surrounding their expansion are anticipated to develop in the coming
year.  Another of the City's Interstate bridge reconstruction projects was approved for TxDOT funding
and will begin Spring 2017. Buc-ee’s will build a 50,000 square foot travel center on the southwest cofner
of this intersection. An exciting addition to the area and anchor to an anticipated entertainment district, an
independent minor-league baseball program announced the construction of a 2,000 stadium to house a
Royse City based team on property at this same intersection.

Residential development remains strong; with Union Square (a 500-lot subdivision) opening its first
phases in 2017 and a 1,025 lot subdivision (Waterscape) beginning construction late 2016, and while in
the ETJ will pay for police and fire services per its development agreement. A 220-unit apartment
complex will be completed during fiscal 2017 and a rural, large lot development broke ground which will
extend water sefvice ta the eastern city limits opening a large area for future growth as well.

Royse City has enjoyed a thriving downtown for several years; where the small town community and
relationships are fostered and maintained — a true illustration of “A Friendly Touch of Texas." Royse City
is a designated Texas Main Street City and is recognized as a natidnaily accredited program. A number
of small businesses and réstaurant make Main Street home. New addmons in fiscal 2017 will include two
boutiques and a brewery,

The largest single revenue source in the fiscal year 2017 General Fund Budget is property taxes, which
account for 39.6% of total revenues. Assessed property values in Royse City increased $91 million from
the prior year, including $42 million in new property entering the tax roll for.the first time. Council
maintained the $0.6771 per $100 valuation tax rate for fiscal year 2017, Sales tax revenue remains the
City's second largest revenue source, making up 23% of General Fund Revenues. A modest 5%
increase in sales tax revenue is projected as the retail base normalizes. A Police Investigator and
Pianner were added in the FY17 budget as well as additional funding for street repairs. The
comprehensive plan update will conclude in fiscal year 2017 providing guidance for the future growth of
Royse City.

Water/Sewer Fund expenditures are projected to increase 7% in fiscal year 2017 primarily due to
continued increases in water purchase and wastewater treatmeént costs from our provider North Texas
Municipal Water District (NTMWD). This increase in the water rate is to pay for debt service associated
with capital improvements af aging infrastructure related to NTMWD's water treatmient operations, as well
as establishing future water supplies to meet the growing regional demand. Additionally, NTMWD will
begin the expansion of a shared wastewater treatment facility in Royse City. To address the increases
from NTMWOD and capital needs of our system, water and wastewater rates will be increased accordingly.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with
a general overview of the City's finances and to show the City's accountability for the money it receives.
Questions about this report or requests for additional financial information should be directed to the
Finance Director, P.O. Box 638, Royse City, Texas 75189,
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CITY OF ROYSE CITY, TEXAS
STATEMENT OF NET FOSITION
SEPTEMBER 30, 2016

ASSETS
Cash and cash equivalents
Receivables (net of allowances for uncollectibles)
Internal balances
Due from other governments
Due from component unit
Restricted assets:
Cash and cash equivalents
‘Capltal assels (net of accumulated depreciation)
Land :
Buildings and system
Machinery and equipment
Inlrastructure
Conslruction in progress
Total Assels

DEFERRED OUTFLOWS OF RESOURCES
Deferred pension plan expense
Total Deferred Outtlows of Resources

LIABILITIES
Accounts payable and accrued liabilities
Accrued interest payable
Due to other governments
Due to primary govemment
Customer deposils
Liabilities payable from restricted assels!
Nongutrent liabilities:

Due within one year

Due in more than one year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavallable revenue-other
Total deferred inflows of resources

NET POSITION:
Net Investment in Capital Assels
Reslricted For:
Debt Service
Capital Projects
Impact fees
Unrestricted
Total Net Position

EXHIBIT A-1
Prdmary Government
Governmental Business-lype Component
Activities_ Activities Total, Unit
$ 5652672 § 1847349 $ 7500021 § 1,612,520
523,207 1,158,071 . 1,681,278 -
(115,250) 115,250 - -
342,441 - 342,441 114,147
- 51,230 51,230 -
- 3,332,364 3,332,364 -
925,169 1,340,132 2,265,301 -
10,584,305 3,592 10,587,897 -
703,652 67,625 771,277 -~
- 19,032,177 19,032,177 -
673,282 250,897 924,179 -
19,289,478 27,198,687 46,488,165 1,726,667
665,650 123,577 789,227 38,435
665,650 123,577 789,227 38,435
562,933 103,110 666,043 7112
56,362 69,096 125,456 -
98,685 - 98,685 -
- - - 51,230
- 398,061 398,061 -
720,488 935,147 1,655,635 -
9,735,860 12,301,366 22,037,226 73,419
11,174,328 13,806,780 24,081,108 131,761
10,033 - 10,033 -
10,033 - 10,033 =
3.810,266 8,307,652 12,117,918 -
950,375 - 950,375 -
1.190.006 680.208. 1,870.214 -
1,092,887 2,104,440 3,197,327 -
1,727,233 2,492,280 4,219,513 1,633,341
$__ 8,/70,76/ $__ 13,584,580 $_ 22355347 $__ 1633341

The accompanying notes are an integral part of this statement,
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CITY OF ROYSE CITY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2016

. Program Revenues

. Operating Capital
Charges for Grants and Grants and
Functions/Programs, Expenses Services Conlributions Conlributions
PRIMARY GOVERNMENT:
Governmental Activities: )
General government $ 2679765 § 877258 § 29733 § -
Public safaty. 2,352,566 457,474 10,854 -
Public works 500,534 355,869 8,695 2,168,722
Public services 662,653 2,269 -
Community development 484,683 534,526 -~ -
Culture and recreation 219,380 27,058 585 -
Environmental services 164,078 - 3,649 -
Interast 823,546 - - -~
Total governmental activities 7,887,205 2,254,454 53,516 2.168,722
Business-type Activities:
Water and Sewer 4,163,374 5,303,062 - 4,417,802
Total Business-type Activities 4,163,374 . 5,303,062 - 4,417,802
Total Primary Government $ 12050579 §& 7557516 & 63,516 § 6,586,624
COMPONENT UNIT:
Royse City Community Development Corporation $ 227286 §$ - $ - $ -

General Revenues:
Ad valgrem taxes, penalty and interest
Sales Taxes '
Franchise Taxes
Hotel Molel Taxes
Alcoholic Beverage Taxes
Miscellaneous
Unrestricied Investment Earnings
Transfers
Total General Revenues and Transfers
Change in Net Position
Net Position - Beginning
Net Position - Ending

The accompanying notes are an integral part of this statement.
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Net (Expensa) Revenue and Changes in Net Position

Governmental Business-type Component
Activities Activities Tofal Unit
$  (1,772,774) $ (1,772,774)
(1,884,238) (1,884,238)
2,032,752 2,032,762
(660,384) (660,384)
49,843 49,843
(191,737) (191,737)
(160,429) (160,429)
(823,546) {823,546)
(3,410,513) (3.410,513)
- $ 5557590 5,557,590
- ‘ 5,557,590 5,557,590
{3,410,513) 5,557,590 2,147,077
§___(o27.286)
3,910,721 - 3,910,721 -
1,746,482 - 1,746,482 618,309
481,039 - 481,039 -
103,989 - 103,989 -
4,372 - 4,372 -
55,200 81,738 136,938 1,631
37,921 14,896 52,817 3.598
720,000 (720,000) - -
7,059,724 (623,366) 6,436,358 623,538
3,649,211 4.934,224 8,583,435 396,252
5,121,556 8,650,356 13,771,812 1,237,089
5 8,770,767 $ 13,584,580 '§ 227355347 $ 1,633,341
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EXHIBIT A-3
CITY OF ROYSE CITY, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2016
Debt Other Total
General Service Governmential Govemmental
Fund . Fund __Funds Funds
ASSETS
Cash and cash equivalents $ 1,987,038 § 896,237 $ 2,769,398 § 5,652,673
Receivables (net of allowances for uncollecnbles) .
Taxes - delinquent 88812 76,125 - 164,937
Fines. 193,364 - - 193,364
Other receivables 134,632 - 30,274 164,906
Due from other funds 21,987 - i - 21,987
Due from other governments 342 441 - - 342,441
Total Assets 2,768,274 972,362 2,799,672 6,540,308
LIABILITIES ,
Accounts payable $ 383302 §$ - $ 32932 % 416,234
Accrued liabilities 11,628 - - 11,628
Other liabilities 133,950 - 1,921 135,071
Dus to other funds - 21,987 115,250 137,237
Due to other goverriments 98,685 - ) - 98,685
Tolal Liabilities 627565 21,987 149,303 798,855
DEFERRED INFLOWS OF RESQURCES
Unavailable ravenue-property taxes 82,590 71,647 - 154,237
Unavailable revenue-fines 125,018 - - 125,018
Unavallable revenue-other 10,033 — - 10,033
Total deferred inflows of resources . 217,641 71,647 - 289,288
Fund balances:
Restricted - 878,728 2,601,538 3,480,266
Assigned - - . 48,831 48,831
Unassigned 1,923,068 - - 1,923,068
Total fund balances 1,923,068 878,728 . 2,650,369 5,452,165
Total Liabilitles, Deferred Inflows ] . )
of Resources and Fund Balances $__ 2768274 $ 972362 §__ 2,799672 $__ 6,540,308

\

The accompanying riotes are an integral part of this statement.
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CITY OF ROYSE CITY, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2016

Total fund balances - governmental funds balance sheet

Amounts reported for govemmental attivities in the Statement of Net Position
are different because:

Capital assels used in governmental activities are not reported in the funds.

Property taxes receivable unavailable to pay for current period expenditures are delerred in the funds.
Payables for bond principal which are not due in {he current period are not reported in the funds.
Payables for capital leases which are not due in the current period are not reported in the fnds.
Payables for bond inlerest which are not due in the curreint period are not reported i the funds,

Payables for compensated absences which are not due in the current period are not reported in the funds.

Court fines receivable unavailable to pay for current period expendtlures are deferced in the funds.
Recognition of the City's proportionate share of the net pension liability is not répoited in the funds.
Deferred Resource Quttlows related to the pension plan are not reported in the funds.

Net position of governmental activities - Statement of Net Position

The accompanying notes are an Integral part of this statement,
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$ 5,452,165

12,886,408
154,237
(8,960,425)
(115,717)
(56,362)
(108,695)
125,018
(1,271,512)
665,650

$_ . 8770767

82



EXHIBIT A5
CITY OF ROYSE CITY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVEANMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2016
Debt -Other Total
‘Ganeral Service Govemmental Governmental
Fund Fund Funds Funds
Revenues:
Ad valorem taxes, penally and interest $ 2486233 $ 1422309 3 - $ 3,808,542
Sales 1,746,482 - - 1,746,482
Franchise 481,039 - - 481,039
Hotel mots! lax - - 103,989 103,989
Beveraga 5,292 - - 5,292
Fines and fees 234,848 - 15,489 250,337
Licenses and permits 354,498 - - 354,498
Charges for services 1,172,582 - 1,059 1,173,841
Impact fees - - 342,744 342,744
Intergovernmental 115,821 - -~ 115,821
Donations - - 53,738 53,738
Interest income 21,399 6,789 8,734 37,922
Miscellaneous 58,946 - - 58,946
Total revenues 6,677,140 1,429,098 526,753 8,632,991
Expenditures:
Current:
General government 2,503,525 - 84,539 2,588,064
Public safety 2,215,890 - - 2,215,890
Public works 315,793 - 8,535 324,328
Public services 610,348 - - 610,348
Community developmeni 496,128 - - 496,128
Cuilture and recreation ' 201,643 - 353 201,996
Environmental services 162,807 - - 162,807
Total curient 6,506,134 - 93,427 5,599,561
Capital outlay:
General government - ) - 65,423 65,423
Public safety 113,312 - 113,312
Public works - - 778,505 778,505
FPublic services 6435 - - 6435
Comemunity developmen 20,443 - - 20,443
Environmental services 20,443 - 7,838 28,281
Total capital outfay 160,633 - 851,766 1,012,399
Debt service:
Pringipal - 716,000 . 716,000
Interest - 548,399 - 548,399
Bond Issuance cos! - - 41,147 41,147
. Total debt service - 1,264,399 . 41,147 1,305,546
Total expenditures 6,666,767 1,264,399 986,340 8,917,506
Excess (deficiency) of revenues over (under) expenditure 10,373 164,699 (459,587) (284,515)
Other financing sources (uses):
Translers in 743,000 - - 743,000
Transfers out - - (23,000) (23,000)
Issuance of lang-terim debt - 3,779 1,911,229 1,915,000
Premium on bonds issued - - 92,783 92,783
Capital leases 154,197 - - 154,197
Total other financing sources (uses) 897,197 3,779 1,981,004 2,881,980
Net change in fund balances 907,570 168,478 1,621417 2,697,466
Fund balances, October 1 1,015,498 710,250 1,128,952 2,854,700
Fund balances, September 30 $ 1923068 § 878,728 $ 2,650,369 $ 5452,165

The accompanying noles are an integral part of this statement.
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EXHIBIT A-6

CITY OF ROYSE CITY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANGCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2016

Net change in fund balances - total governmental funds $ 2,597 465
Amounts feported for governmental aclivities in the Statement of Activities
("SOA") are different because:
Capital outlays are not reported as expenses in the SOA. 1,012,397
The depreciation of capital assets used In governmental activities Is not reported in the funds. (395,753)
Donations of capital assets increase net position in the SOA but not in the funds. 2,168,722
Certaln property tax revenues are deferred in the funds. This is the change in these amounts this year. 2,180
Repayment of bond principal is an expenditure in the funds butis notan expense In the SOA. 482,000
Repayment of capltal lease principal is an expendnture in'the funds bit is not an expense in the SOA. 81,152
(Increase) decrease in accrued interest from beginning of period to end of period. {6,916)
Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds. {1,030)
Revenues in the SOA for court fines niot providing current financial resources are not reported in the funds. 12,525
Proceeds of bonds do not provide revenue in the SOA, but are reported as current resources in the funds. {1,915,000}
Bond premiums are reponed in the funds but not in the SOA. (92,783)
Proceeds of leases do not provide revenue in the SOA but are reporied as current resources in the funds. (154,197)
Pension expense relating to GASB 68 is recorded in the SOA but notin the funds. {141,550)

Change in net position of governmental activities - Statement of Activities $ .3,649.212

The accompanying notes are an integral part of this statement.
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CITY OF ROYSE CITY, TEXAS
STATEMENT OF NET FOSITION
ENTERPRISE FUNDS

SEPTEMBER 30, 2016

ASSETS
Current Assels:
Cash and Cash Equivalents
Receivables (net of allowances for uncollectibles).
Due from other funds
Due from component unit
Restricted Cash and Cash Equivalents
Tolal Current Assets
Noncurrent Assets:
Land
Buildings
Machinery and Equipment
Infrastructure
Construction in Progress
Less Accumulated Depreciation
Total Noncurrent Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES:
Deferred pension plan expense
Total Quitflows of Resources

LIABILITIES
Currant Liabilities:
Accounts payable
Other liabilities
Compensated absences payable - current
Accrued interest payable
Certificates of obligation - currerl
Revenue bonds payable - current
Capital leases payable
Liabllities payable from restricted assets:
Customer Deposils
Total Current Liabilities
Noncurrent Liabilities:
General Obligation Bonds Payable
Certificates of abligation
Revenue Bonds Fayable
Compensaled absences payable - noncurrent
Capital Leases Payable:
Net Pension Obligation
Total Noncurrent Liabilities
Total Liabilities

NET POSITION
Net Investment in Capital Assels
Restricted for Capital Projects
Restricted for impact fes use
Unrestricted

Total Net Position

The accompanying noles are an integral part ot this statement.
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Enterprisa
Fund_
Water
and Sewer

~.fund

$§ 1847349
1,158,071
115,250

51,230

3,332,364
6508264

1,340,132
39,551
537,136
23,740,262
250,897
—(5:213,555)
20,694,423
AL (X

123577
TTT23577

23,990
10,024
1,153
69,096
262,500
217,252
12,082

) 398,061
e 394,158

4,473,643
4,904,339
3,080,269

10,375

38,845
236055
12,743,526

1 e

8.307.652

680,208
2,104,440
2,492,280

ST 13584500
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CITY OF ROYSE CITY, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET POSITION - ENTERPRISE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

OPERATING BREVENUES:
Charges for services - waler
Charges for services - sewer
Water and wastewaler impact fees
Miscellaneaus

Tofai Operaling Revenues

OPERATING EXPENSES:
Personal services
Materials and supplies
Repairs and malntenance
Water purchases
Contraclual services
Interceptor expenses
Depreciation

Tolal Operating Expenses
Operating Income

NON-OPERATING REVENUES (EXPENSES):

Interest revenue
fnlerest expense
Bond issuance cosls
Total Non-operating Revenues (Expanses)

income before Transfers

Capital contnbutions
Transfers oul

Change in Net Position

Total Net Position - Beginning
Total Net Position - Ending

‘The accompanying notes are an Integral part of this statement.
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Enterpriss
Fund
Water
and Sewer
.. fund

$ 2953551
2,205,473
516,400
225,776
5,901,200

521,291
71,249
266,846
1,047,417
208,802
1,164,079
559071
TT3,838,755

14,896
(312,189)
___{12430)
—_ [309,723)

1,752,722

3,901,502
(720,000)

4,934,224

8,650,356

$__13,584.580



CITY OF ROYSE CITY

STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2016

Cash Flows from Operating Activitiés:

Cash Received fram Customers

Cash Payments to Employees for Services

Cash Payments to Other Suppliers for Goods and Services
Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-capital Financing Activities:
Advances to ather funds
Advances ta component unit
Transfers From (Ta) Other Funds

Net Cash Provided (Used) by Non-capital Financing Activitles

Cash Flows from Capital and Related Financing Activities:
Procceds from bonds
FPrincipal and Interest Paid
Acquisition or Construction of Capilal Assels .

Net Cash Provided (Used) for Capital & Related Financing Activilies

Cash Flows from Investing Activities:
Interest and Dividends on Investments
Net Cash Provided (Used) for Investing Activities

Net Increase (Decrease) ln Cash and Gash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reported on Stalement of Net Position
Unrestricted cash
Restricted cash

Reconcliintion of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income (Loss) '
Adjustments to Reconcile Operating income to Net Cash
Provided by Operaling Aclivities
Depreciation )
Change In Assels and Liabilities:
Decrease (Increase) in Receivables
Increase {Decreass) in Accounts Payable
Increase (Decrease) in Other Payables
Increase (Decrease) in A¢crued Expenses
Increase (Decrease) in Customer Deposits
Increase (Decrease) in Pension Ligbilily
Total Adjustments
iNet Cash Provided (Used) by Operating Activities

Schedule of non-cash capital and related financing activities:
Conlribution of capilal assets

The accompanying nofes are an integral part of this statement.
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% 5535649
(465,106)
(2,758,393)

T 2312,150

(115,250)

(51,230)
(720,000)
(886,480) -

575,000
(1,264,006)
(36,129)
{725,135)

14,896
14,896

715431
4464,282

S_5.178713

5 1847349
3,332,364
$__ 5,179,713

$ 2,062,445

559,071

(396,928)
(92,044)
(3.678)

16,995

31,375
134,912
249,705
$  2312,150

$__3,901,502



CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporling Entity

The City of Royse City, Texas, was settled in 1891 and operates under the Council-Manager fort of government
as adopted by a home rule charter approved May 15, 2004. The City provides a full range of municipal services
including public safety (police and fire), municipal court, parks and recreation, health and social services,
planning and zoning, and general administrative services. In addition, the City provides water and sewer service
as a proprietary function of the City.

The accounting policies of the City of Royse City, Texas, conform to generally accépted accounting principles
issued by the Governmental Accounting Standards Board which is the recognized financial accounting standard
setting body for governmental entities. The notes to the financial statements are an integral part of the City's
basic financial statements.

The City of Royse City is a home rule municipality governed by an elected mayor and six member City Council
who appointa City Manager. The City's (primary govérnment) financial statements include its component units.
The accompanying basic financial statements comply with the provisions of the GASB Statement No. 14, "The
Financial Reporting Entity,” as amended by GASB Statement No. 39, “Determining Whether Certain
Organizations are Component Units”; in that the financial statements include all organizations, activities,
functions and componentunits for which the City (the “primary goveriment”) is financially accountable. Financial
accountability is defined as the appoiniment of a voting majority of a legally separate organization's goverhing
body and either (1) the City's ability to impose its will over the organization, or (2) the potential that the
organization will provide a financial benefit to or impose a financial burden on the City.

Discretely Presented Component Units

The Royse Clty Community Development Corporation ("CDC") is a discretely presented comporient unit of the
City. The CDC is governed by a board of seven members, all of whom are appoinied by the City Council of the
City of Royse City and whom can be removed from office by the City Council at its will. CDC has potential for
the organization to provlde specific financial benefits to, orimpose specific financial burdens on, the City. The
CDC incarporated in the state of Texas in 1998. The nature and significance of the relationship between the
primary government and the CDC is such that exclusion would cause the City's financial statements to be
misteading or incomplete. Stand alone financial statements for CDC as of and for the fiscal year ended
September 30, 2016 are not prepared.

B. Government-wlde'and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the statement of changes in
net position) reportinformation on all of the nonfiduciary activities of the primary government and its component
units. For the most part, the effect of interfund activity has been removed from these statements. Govermimental
activities, which normally are supported by taxes and intergovernmental revenues; are reported separately from
busmess-type aclivities, which rely, to a significant extent, on fees and charges for support. Likewise, the
primary govemmentis reported separately from certain legally separate component units for which the primary
government is financially accountable.

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

Separate financial statements are provided for governmental funds, proprietary funds, and ﬁducxary funds, even

though the latter are excluded from the govemment-wide financial statements. Majorindividual enterprise funds
are reported as separate columns in the fund financial statements.
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CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

C.

Measurement Focus, Basis ot Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the ecanomic resources measurementfocus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardiess of the timing of
related cash flows. Property taxes are recognized as revenues In the year for which they are levied. Grantsand
similar items are recognized as révente as soon as all eligibility requiréments imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recogriizéd as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the City considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period. Expend:tures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due.
/

Propertytaxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenues of the current fiscal period. Only the
portion of special assessments receivable due within the current fiscal period is considered to be susceptible
to accrual as revenue of the current period. All other revenue items are considered to be measurable and
available only when cash is received by the City.

The City reports the following major gavernmental funds:

The General Fund is the City's primary operating fund. It accounts for all financial resources of the generai
government, except those required to be accounted for in another fund.

The Debt Service Fund accounts for the resources accumulated and paymernts made for principal and
interest an long-term general obligation debt of governmental funds.

The City reports the following major proprietary fund:

The Water and Sewer Fund operates the water distribution system and the wastewater treatment plants
wastewater pumping stations, and coflection systems.

Additionally, the City reports the following furid types:

Special Revenue Funds account for specific revenue sources that are legally restricted to expenditures for
specified purposes (not including expendable trusts or major capital projects).

The Capital Projects Fund was established to account for resources to be used for the acquisition or
construction of general major ¢apital facilities. Financing i is provided primarily by the sale of general
obligation bonds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed In both the government-Wide and proprietary fund financial statements to the extent that those
standards do nat conflict with or contradict guidance of the Governmental Accounting Standards Board.
Gavernments also have the option of following subsequent private-sector guidance for their business-lype
activities and enterprise funds, subject to this same limitation. The City has elected not to fotlow subsequent
private-sector guidance. )

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges betwéen the City's
water and wastewater function and various other functions of the City. Elimination ofthese charges would distort
the direct costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, sérvices, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
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CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues, Likewise, general revenues include all taxes, miscelianeous revenue, and interest income,

Proprietary funds distinguish operatmg revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from provudlng services and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. The pnnc»pa! operating revenues of the Water and Sewer
enterprise fund are charges to customers for sales and services. The enterprise utility fund also recognizes as
operating revenue the portion’ of tap fees intended 1o recover the cost of connecting new customers to the
system. Operating expenses for the enterprise fund include the cost of sales and services, admumstrahVe
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

D, Assets, liabilities, and net position or equity
1. Deposils and investments

The City maintains various accounts for each fund at its depository, The City also has cash mamtamed by
agents fordebt payments and reserves, and construction reserves. Forpurposes ofthe statement ofcash
flows, the City considers all highly liquid debt instruments purchased with a maturity ofthree months orless
to be cash equivalents.

The City investment policy authorizes the Director of Finance toinvestin the following types of investments:

a. Obligations of the United States or its*agerycies and instrumentalities with finite maturity dates, with a
maximum maturity of not greater than 5 years. Laddering of investments should be considered.

b. Direct obligations of the State of Texas or its agencies and instrurentalities, with stated finite maturity
dates.

¢. Other obligations, with finite maturity dates, the principal and interest of which are unconditionally
guaranteed or insured by the State of Texas or the United States or their respective agencies or
instrumentalities.

d. Obligations of states, agencies, counties, cities and other political subdivisions of any state having beén
rated as to investment quality by a nataonally recognized investment rating firm and having received
a rating of not less than “A” or its equivalent.

e. Centificates of deposit issued by a state or national bank domiciled in the state of Texas or a savings
bank domiciled in the étate of Texas provided that they are:

(1) Guaranteed or insured by the Federal Deposit Insurance Corporation or its sticcessor,

(2) Secured by obligations outlined in jtems a~d. The market value of all collateral must be marked
to market on a daily basis and shall not be less than 102% of thé principal amount of the certificate
plus accrued interest, or

(3) Secured in any other manner in an amaunt provided by law for deposits of the Cily.

f, Repurchase agreements which are fully collateralized by abligations of the United States or its
agencies and instrumentalities, marked to market on a daily basis with a market value of at least of the
102% of the principal invested, including accrued interest. The securities being purchased must be
pledged to the Cily and held in the Cily's name by a third parly selected and approved by the City. The
repurchase agreement must have a defined termination date and be placed through a primary
government securities dealer or a financial institution doing business in the state of Texas. The
repurchase agreements should be secured by obiigations appraved in this policy.

g. Banker's acceptances having a stated maturity of 270 days or less, to be liuidated in full atmaturity,

which are rated not less than *A-1" or “P-1" (or an equivalent rating) by at least one nationally
recognized credit rating agency provided that it is eligiblé for borrowing from a Federal Reserve Bank.
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CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

h. Commercial paper having a stated maturity of 270 days or less and rated not less than "A-1"or “P-1"
(or an equivalent rating) by at least two nationally recognized raling agencies or one nationally
recagnized rating agency and is fully secured by an irrevocable letter of credit issued by a bank
organized and existing under the laws of the United States.

1. No-load money market mutual fund registered with and regulated by the SEC, which has a dolfar-
weighted average stated maturity 0f 90 days orless. It must have included in its investment objectives
its intent to maintain a stable net assets value of $1 for each share. The fund must provide the City
with a prospectus and other information required by the SEC.

j.  No-load mutual funds, registered with and regulated by the SEC, having weighted maturity of less than
two years, and which invests exclusively in investments approved by this policy.

k. Invesiment pools which are approved by the City Council, provided they meet all the criteria for
investment pools outlined in Chapter 2256, Texas Local Government Code, and maintain a continuous
rating not lower than AAA or AAA-m (or an equivalent rating) from at least one nationally recognized
rating service. .

Investments having a maturity of 1 year or more, when purchased, afe stated at fair value. Short term
investments are stated at cost or amontized cost.

2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either "due to/from other funds" (i.e., the current portion of inter fund
loans) or “advances to/from other funds" (i.e., the non-current portion of interfund loans). All other
outstanding balances between funds are reported as "due toffrom other funds." Any residual balances
outstanding between the governmental activities and business-typé activities are repored in the
govemment-wide financial statements as “internal balances.*

Advances between funds, as reported in the fund financial statements, are'offset by afund balance reserve
account in applicable governmental funds to indicate that they are not available for appropriation and are
not expendable available financial resources.

Alltradereceivables are shown net of an allowanceé for uncollectibles. Tradé accounts receivable in excess
of 60 days comprise the trade accounts receivable allowance for uncollectibles.

Property taxes are levied an Octaber 1 by the City based on the January 1 properly values as assessed
by the Rockwall, Collin, and Hunt County Central Appraisal Districts. Taxes are due without penalty until
January 31, of the next calendar year. After January 31 the City has an enforceable lien with respect to
both real and personal property. Under state law, properly taxes levied on real propefty constitute a
perpetual lien on the real property which cannot be forgiven without specific approval of the ‘State
Legislature. Taxes appllcable to personal property can be deemed uncollectible by the City. .

’

3. Inveniories and prepaid items

All inventories are valued at cost using the first-inffirst-out (FIFO) method. Inventories of governmental
funds are recorded as expendilures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both gavernment-wide and fund financial statements.

4. Restricted assets

Certain proceeds of enterprise fund revenue bonds are classified as restricted assets on the halance shest
because their use is limited by applicable bond covenants.

§. Capital assets

Capital assets; which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
. sidewalks, and similar items), are reported in the applicable governmental or business-type activities
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CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

columnsin the gove\rnment-wxde financial statements. Capital assets are defined by the City as assets with
an Initial, individual cost of mare than $5,000 (amount not rounded) and an estimated useful life in excess
of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assels lives are not capitalized. . .

Major autlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business’type activities is included as partofthe
capifalized value of the assets constructed.

Capital assets of the primary government, as well as the component units, is depreciated using the straight
line method over the following estimated useful lives:

Asset Class Years

Buildings and improvements 7-30
System infrastructure 20 -40
Vehicles 4 -20
Office Furniture anid equipment 5
Machinery and equipment 10

Deferred outflows/inflows of resources

Inaddition to assels, the statemenit of financial position will sometimes report a separate section for deferred

outflows of resources. This separate financial statement element, deferred outflows of resources, represents’

a consumption of net position that applies to a future petiod(s) and so will not be recognized as an outflow
of resources (expense/ expenditure) until then. The government only has two ftems which qualify for
reporting in this category. The first is the deferred charge on refunding reported in the government-wide
statement of net position, A deferred charge on refunding results from the difference in the carrying value
of refunded debt and its reacquisition price, This amount is deferred and amortized over the shorter of the
life of the refunded or refunding debt. The second deferfed outflow of resources consists of the amount of
pension expense deferred to future periods based upon the implementation of GASB €8.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,

represents an acquisition of net position that applies to a fiiture period(s) and so will not be recognized as
an inflow of resources (ravenue) until that time. The govemment has two types of deferred inflows of
resources, which arises only under a modified accrual basis of accountlng that qualifies for reporting in this
category. Accardingly, the item, unavailable revenue, is reported only in the governmental funds balance
sheet. The governmental funds report unavailable revenues from two sources: property taxes and fines
receivable. These amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available. The second type of deferred inflow of resources is that associatéd with the
implementation of GASB 68.

Compensafed absences

Itis the City's policy to pay a separating employee with at least six months of continuous service unused
vacation leave not to exceed B0 holirs. The rate of pay will be determined by the salary rate in effect at the
time of separation. As such, there is an accrual at the close of the fiscal year end in the government-wide
and proprietary fund financial statements for the amount In the government-wide financial statements and
proprietary fund types in the fund financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities, business-type ‘activities, or due to all
employees as of September 30, 2016. No unused sick or hollday leave will be paid out upon termination
of employment.

Long-term obligations

In the government-wide financial statements, and proprietary fund type in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable govemmental

33

92



CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

activities, busmess—type activities, or proprietary fund type statement of net position. Baond premwms and
discounts, as well asissuance costs, are deferred and amortized over the life of the bonds using the straight
line method which approximates the effective interest method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized
over the term of the related debt.

inthe fund financial statements, govemmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reporied as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

9. Fundequity

Nonspendable Fund Balance Amounts that cannot be spent because they are either not in a spendable
form or are legally or contractually required to be maintained intact.

Restricted Fund Balance - Amounts that can be spent only for specific purposes because of constraints
imposed by external providers, or impased by constitutional provisions or enabling legislation.

Committed Fund Balance - Amounts that can only be used for specific purposes pursuant to constraints
imposed by the City Council through legis!ation, resolution or ordinance, unless the City Council removes
or changes the spacified use by taking the same type of action used to commit the amounts.

Assigned Fund Balance- Amounts that are constrained by the City Council, orthe City Manager or Director
of Finance, based upon delegation of this authority by the City Council, that are to be used for specific
purpases but are neither restricted nor committed.

Unassigned Fund Balance - Amounts that are available for any purpose; these amounts can be reported
only in the City's General Fund.

Fund balance amounts represent the nature of the net resources that are reported in a governmental fund.
The City fund balance classifications include non-spendable resources, restricled, and non-restricted
(committed, assigned and unassigned) amounts. When the City incurs an expenditure and both restricted
and unrestricted amounts are available, the Cily considers restricted amounts to have been spent first.
When the City incurs an expenditure for an unrestricted amount, committed amounts are reduced first,
followed by assigned amounts and then unassigned amounts for purposes in which any of those
unrestricted fund balance classifications could be Used. Thé City has not established a farmal policy to set
forth @ minimum level for fund balances.

34



94

CITY OF ROYSE CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2016

General Debt Other
Fund Service Funds Total
Fund Balances -
Restricted for:
Debt service $ - $878,728 $ - $878,728
Capital projects - - 1,190,007 1,190,007.
Roadway fees — - 1,092,887 1,092,887
Police - - 2,660 2,660
Municipal court use - - 92,930 92,930
Hotel motel use - - 223,054 223,054
~ 878728 2601538 3480266
Assigned: ) -
General government - - 16,160 16,160
- Library - - 2,148 2,149
Senior center - - 1,853 1,853
Parks and recreation - - 186 186
Public safety - 13,703 13,703
Animal Control > - 14,780 14,780
- - 48,831 48,831
Unassigned 1,923,068 - - 1,923,068

$1,923,068 $878,728 $2,650,369 $5452,165

. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary information

The City follows the following procedures in establishing the budgetary datareflectedin the finanicial statements:

1,
2,
3.

Public hearings are conducted to obtain taxpayer comments.
Prior to Qctober 1, the budget is legally enacted through passage of an ordinance.

The City Manager Is authorized to transfer budgeted amounts between departments within any fund;
however, any revisions that alter the total expénditures of any fund must be approved by the City Council.
Therefore the fund fevel is the legal level of cantrol.

Formal budgetary integration is employed as a management control device during the year. The legally
adopted budgets for the General Fund, certain Special Revenue Funds and the Debt Service Fund are
adopted on a basls consistent with generally accepted accounting principles.

Budgeted amounts are as originally adopted or as amended by the City Council. During 2018, individual

amendments were not material in relation to the original appropriations. Any budgeted amounts
appropriated at fiscal year-end and not spent automaucally lapse.
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6. The City did not adopt budgets for certain Special Revenue Funds. These unbudgeted Special Revenue
Funds were as follows:

Library Grant
Library Donations
Animal Shelter New Building

7. Capital Project funds, when present are not budgeted. Since project length financial plans usually extend
inta two or more fiscal years, this makes comparisons confusing and misleading.

B. Deficit fund equity

There were no fund deficits at September 30, 2016.
lIl. DETAILED NOTES ON ALL FUNDS

A. Deposits and investments
Deposits
Custodial credit risk for deposits is the risk that in the event of a bank failure, the City's deposils may not be
returned or the City will not be able to recover collateral securities in the possession of an outside parly. At
September 30, 2016, the City's deposits were entirely insured or collateralized with securities held by the
pledging financial institution's trust department or agent in the City's name; as a result, the City's deposits were
not exposed to custodial credit risk.
Investments

Al September 30, 20186, the City had the foliowing investments which are considered cash equivalents:

Fair Weighted Average
Value Maturity (Days)
Investment Type
LOGIC $7,703,927 45
Cash — 4740978

Total cash and cash equivalents $12,444,005

Cash and cash equivalents are reported in the:
Statement of net assels as follows:

Governmental activities unrestricted $5,486,192
Governmental activities restricted -
Business-type activities unrestricted 1,599,604
Business-type activities restricted 3.746,589

Total City 10,832,385

CDC Discrete Component Unit 1,612,520

12,444,905

The Public Funds Investment Act ("Act") (Government Code Chapter 2256) requires the City to have an
independent auditor perform test procedures related to investment praclices as provided by the Act.” The City
is in substantial compliance with the requirements of the Act and with local palicies.

Currently all of the City's investments are with Local Government Investment Cooperative (LOGIC).
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LOGIC was organized in conformity - with the interlocal Cooperation Act, Chapter 791 of the Texas
Government Code, and operales under the Public Funds Investment Act, Chapter 2256 of the Texas
Government Code. The Public Funds Investment Act allows eligible local governments, state agencies, and
nonprofit corporations of the' State of Texas to jointly invest their funds in permitted investments.

LOGIC's governing body is a five-member Board of Directors comprised of employees, officers or elected
officials of participant government entiliés or individuals who do not have a business refationship with LOGIC
and are qualified to advise it. A maximum of two advisory board members represent the Co-Administrators of
LOGIC.

In order to comply with the Public Funds Investment Act, all porifolios will maintain a AAAm or equivalent rating
from at least one nationally recognized rating agency. Siandard & Poor's currently rates LOGIC AAAM.

The portfolio is managed by JPMorgan Investment Management, Inc. Day-to-day administration is performed
by First Southwest Company and JPMorgan Investment Managemenl, Inc. First Southwest provides distribution,
administrative, participant support and marketing services. JPMorgan Investment Management, Inc. or its
affiliates provides management, custody and fund accounting services. A request for LOGIC's financial
statements can be made at www.logic.org.

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 City manages its exposure to interest rate risk is by
investing mainly in investment pools which purchase a combination of sharter term investments with anaverage
maturity of less than 60 days thus reducing the interest rate risk. The City monitors the interest raté risk inherent
in its portfolio by measuring the weighted average maturity of its portfolio. The City has no specific limitations
with respect to this metric.

As of September 30, 2016 the City did not invest in any securities which are highly sensitive to interest rate
fluctuations.

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 assngnment of a rating by a nationally recognized statistical rating
organization. Presented above is the minimum rating required by (where applicable) the 'Public Ftinds Investment
Act, the City's investment policy, or debt agreements and the actual rating as of year end for each invéstment

type.
Concentration of Credit Risk

With the exception of U.S. Treasury securities, cerlificates of deposit and autharized pools, no more than 50%
of the City's total investment portfolio will be invested in a single security type orwith a single financial institution.

Custodial Credit Risk

Custadial credit risk for deposits is the risk that, in the event of the failure of & 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 transactlon, a government will not be able to recover the value of its investment
or collateral securities that are in the possession of another party. Consistent with the requirements ofthe Public
Funds Collateral Act, itis the policy of the City to require full coliateralization of all City investments and funds
on deposit with a depository bank, other than investments which are obligations of the U.S. governmentand its
agencies and instrumentalities.

As of September 30, 2016, the City depusits with financial institutions in excess of federal depository insurance
limits were fully collateralized.
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‘B. Receivables

Receivables as of year-end for the government's individual major funds and nonmajor, and proprietary funds,
including the applicable allowances for uncollectible accounts, are as follows:’

Debt Nenmajor - Tolal Water and
General Service and Other Governmental Sewer
Taxes receivable $88,812 $76,125 $ - $164,937 $ -
Fines recelvable - $276,709 $ - 3 - $276,709 S -
Allowance for uncollectibles (83,345) - - (83,345) -
$193,364 $ - $ - $193,364 ] -~
Accounts receivable $ § - $ - $ - $1,397.261
Allowance for uncollectibles - - - {239,180)
Net other receivables $ $ - $ - $ - $1,156,071
Other receivables $134,632 $ -~ $30,274 $164,905 $ -

C. Deferred/Unearned Revenue

Govemmental funds report deferred revenue in connection with receivables for revenues that are not considered
to be available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition
in connection with resources that have been received, but not yet earned. Atthe end of the current fiscal year,
the various companents of deferred revenue and uneamed revenue reported in the governmental funds were

as follows:

Delinquent property taxes receivable (General Fund)

Fines receivable (Genéral Fund)
Delinquent property taxes receivable (Debt Service Fund)
Developer deferred revenue

Total deferred/unearned revenue for governmental funds
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Unavailable Unearned
$82,590 $ -
125,018 -

71,647 -
10,033 10,033
$289,288 $10.,033
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D. Capital assets

Capital asset activity for the year ended September 30, 2016;

Primary Government

GOVERNMENTAL ACTMTIES:
Capital assets, not being deprecialed:
tand

Construction in progress

Capttal assets, being depreciated:
Buildings and improvements
Machinery and equipment

Tolal capital assets being depreciated

Less accumulated depreciation for:
Buildings and improvements
Mechinery and equipment

Total accumulated depreciation

Total capital assets belng depreciated, net

Goveramental activities capital assets, net
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Balance Completed Batance
9/30/15 Additions Retirements Construction ©/30/16
$925,169 S - $ - - $926,169
- 673,282 - - N 673,282
925169 673,282 - - 1,598,451
10,287,004 2,201,060 - - 12,488,084
2,768,928 308,776 . - 3,063,704
13,043,932 2,507,836 - - 15,561,768
{1.667.819) (236,141) - - (1,903,760)
{2.200,429) (159,012) - - (2,200,051)
{3,869,058) {396,753) - - (4,263,811)
9,176,874 2,112,083 - - 11,287,957
$10,101,043 $2,785,365 $ -~ 3 - $12,886,408
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Balance . Completed 8alance
930115 Additions Refitements Construetion o30/16
BUSINESS-TYPE ACTIVITIES:
Capital assets, not being depreciated:
Land $1,340,132 3 - $ - 3 - $1,340,132
Construction in progress 9,769 241,128 - - 250,897
Total capital assets not being depreciated 1,349,901 241,128 - - 1,591,028
Capital assets, being depreciated:
Buitdings and improvements 39,651 - - - 39,651
Water and sewer system 20,043,760 3,696,502 - - 23,740,262
Machinery and equipment 537,135 ) - - - 537,135
Tolal capital assets being depreciated 20,620,446 3,696,502 - - 24,316,948
Less accumulated depreciation for:
Buildings and improvements (34,893) (1,086) - - {35,953)
Water and sewer sysiem (4,160,784) . (947,301) “ - (4,708,085)
Machinery and equipment (158,807) . {10,703} - - (45&.51 0)
Total accumulated depreciafion (4,854,484) (559,070) - - (5.213,554)
Capital assets being depreciated, net 15,965,862 3137432 - -~ 19,103,394
Business type activilies capital assets, net $17.315,869 $3,378,560 3 - 5 - $20,684,423

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

Governmental activities;

General govemment
Public safety
Public works
Public services
Community development
Culture and recreation
Total depreciation expense - govermnmental activities

Business-type activities: :

Water and sewer

40

$48,115
117,955
172,273
38,303

4813

— 14204

. $395753

$559,070
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