CITY OF ANNA

GLOSSARY

Non-Exempt Personnel eligible to receive overtime pay when overtime work has been authorized or
reguested by the supervisor.

Operating Budget Plans of current expenditures and the proposed means of financing them. The annual
operating budget is the primary means by which most of the financing, acquisition,
spending, and service delivery activities of the city are controlled.

NTMWD MNorth Texas Municipal VWater District

Performance Measures Specific quantitative measure of work performed within an activity or program. They may
also measure results obtained through an activity or program.

Property Tax Rate A percentage applied to all taxable property to raise general revenues. [t is derived by
dividing the total tax levy by the taxable net property valuation.

Restricted Revenue Fund A fund used to account for the proceeds of specific revenue sources that are legally
restricted or formally committed to expenditures for specific purposes.

Revenues Increases in net financial resources. Revenues include the receipt of assets for goods sold
or services provided in the current reporting period, intergovernmental grants, and interest
income.

Taxes Compulscry charges levied by a government for the purpose of financing services
performed for the common benefit.

TML Texas Municipal League

TMRS Texas Municipal Retirement System

T™xDOT Texas Department of Transportation

Voter-Approval Tax Rate

Provides the taxing unit with about the same amount of tax revenue it spent the previous
yvear for day-to-day operations plus a three and one-half percent increase for those
operations and sufficient funds to pay debts in the upcoming year. It is a calculated
maximum rate allowed by law without voter approval.
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May 1, 2023

To the Honorable Mayvor and City Council, City Manager,
Citizens of the City of Anna:

The Comprehensive Annual Financial Report (CAFR) of the City of Anna, Texas, for the fiscal
vear ended September 30, 2022 including the independent auditor’s report, is hereby submitted in
accordance with the provisions of Section 10.3 of the City Charter. Alse, state law requires that all
general-purpose local governments publish within six months of the close of cach fiscal yvear a
complete set of financial statements presented in conformity with the generally accepted
accounting principles (GAAP) and audited in accordance with generally accepted audited
standards by an independent firm of licensed public accountants. This report is published to fulfill
those requirements for the fiscal year ended September 30, 2022.

This report is published to provide the Mavor and City Council, city staff, our citizens,
representatives of financial institutions, our bondholders and other interested partics with
detailed information concerning the financial condition and activitics of the City. Responsibility
for the accuracy of the data and the completeness and fairness of the presentation, including all
disclosures, rests with the City. To the best of our knowledge and belief, the enclosed data is
accurate in all material respects and is reported in a manner designed to present fairly the
financial position and results of operations of the various funds of the City. Because the cost of
internal controls should not outweigh their benefits, the City of Anna’s comprehensive framework
of internal controls has been designed to provide reasonable, rather than absolute assurance, that
the financial statements will be free from material misstatement.

The City of Anna’s financial statements have been audited by Weaver and Tidwell, L.L.P., a firm
of licensed certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the City for the fiscal year cnded
September 30, 2022, are free of matcerial misstatement. The independent audit involved examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements;
asscssing the accounting principles used and significant estimates made by management; and
cvaluating the overall financial statement presentation. The independent auditor’s report is
presented as the first compoenent of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s
report and provides a narrative introduction, overview, and analysis to accompany the basic
financial statements. This letter of transmittal is designed to complement the MD&A and should
be read in conjunction with it.



Profile of the Government

The City of Anna, incorporated in 1913, is located in north central Collin County on U.S. 75,
State Highway 5, and State Highway 121, about 40 miles north of Dallas, and is onc of the fastest
growing citics in the Dallas/Fort Worth Metroplex. The City currently occupics a land arca of
approximately 15.6 squarce miles and services approximately 20, 243residents. The City of Anna is
cmpowered to levy a property tax on both real and personal propertics located within its
boundaries. Tt also is empowered by state statue to extend its corporate limits by annexation,
which occurs periodically when deemed appropriate by the governing body.

The City of Anna operates under a home rule charter adopted in 2005, with a Council-Manager
form of government. Policy-making and legislative authority are vested in the City Council
consisting of the Mayor and six Council members. The City Council is responsible for, among
other things, passing ordinances, resolutions, and regulations governing the City as well as
adopting the budget which serves as the foundation for financial planning and control. The City
Council appoints the City Manager, whoe has full responsibility for carrying out the policics and
ordinances of the City Council, for oversceing the dayv-to-day operations of the government and
appointing the heads of the various departments. The City Council also appoints the City
Attorney, City Sccretary, and Municipal Judge. The Council is clected on a non-partisan basis.
Council members serve three-year staggered terms.

The City of Anna provides a full range of services, including police and fire protection; municipal
court; parks and recreation; water and sewer services; solid waste collection/disposal; and the
construction and maintenance of streets and other infrastructure. In addition, the City of Anna is
also financially accountable for a legally separate economic development corporation and
community development corporation, which arce reported scparately with the City of Anna’s
financial statcments. Additional information on these legally separate entitics can be found in the
Notes to the Financial Statements. The City currently has 147.0 budgeted full-time equivalent
positions.

The annual budget scrves as the foundation for the City of Anna’s financial planning and control.
All departments of the City of Anna are required to submit a budget that would maintain current
services and new requests for appropriations separately to the City Manager. The City Manager
and Finance Director then use these requests as the starting point for developing a proposed
budget. The City Manager and Finance Director then presents a proposed budget to Council for
review no later than August 15th. The Council is required to hold public hearings on the proposed
budget and to adopt the final budget no later than September 20t

The appropriated budget is prepared by fund and department (e.g., police). The City Manager
may authorize transfers of appropriations within a department and between departments within a
fund and within major line-item categorics. Increases or decreases of appropriations to a fund,
however, require special approval of the City Council in the form of an Ordinance formally
amending the adopted budget.
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Budget-to-actual comparisons are provided in this report for each individual governmental fund
for which an appropriated annual budget has been adopted. For the Cencral Fund, this
comparison is presented as part of the basic financial statement for the governmental funds. For
other governmental funds with appropriated annual budgets, this comparison is presented in the
governmental fund subscection of the report.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the City of
Anna operates.

Local Economy

The City of Anna’s cconomic outlook continuces to improve due to the overall improvement in the
cconomy and continued residential and commercial growth. This is evidenced by local economic
indicators such as a significant increase in tax appraisal values, the increase in residential building
permits, and continued sales tax growth. Residential construction activity remains strong in the
City of Anna. In FY 2022, the City received 1,059 residential building permit applications.

The Anna Economic Development Corporation (EDC) works in cooperation with the Community
Development Corporation to coordinate efforts that expand the city's business tax base with a
focus on creating primary jobs within the City of Anna. The corporations have provided
incentives that resulted in much of the retail development that has occurred in Anna since 2008.
The EDC was instrumental in recruiting Brookshires Grocery Company, CVS pharmacy,
McDenalds, and Walmart. The EDC owns and operates Inc-Cube, a small business incubator
located in our downtown. The corporations cooperatively purchased an 85-acre tract of land at the
northeast corner of State Highway 5 and the Collin County Outer Loop with the intent of
developing a business park. This property was sold in FY 2022 for the development of a proposed
Caterpillar dealership and complementary businesscs.

Anticipated growth is expected to continue for the north Collin County region. This has improved
the overall connectivity and mobility to and within Anna, but also will bring continued growth
and new development.

Long -Term Financial Planning

The City’s fund balance/operating position concept continuces to be an important factor in policy
decisions. The City’s Financial Policy states that the City’s target unassigned fund balance is an
amount cqual or greater than 40% of annual general fund operating expenditures. The City's
ending unassigned fund balance for fiscal year 2022 reflected a fund balance of 57.0% of total
expenditures, well above the stated goal. These resources allow the City to avoid disruptions in
services during economic downturns and to ensure that there will adequate liquid resources to
serve as a financial cushion against the potential shock of unanticipated events.
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Major Initiatives

At the end of the 2021-22 fiscal vear, the City of Anna had a number of major projects in progress.
The City Council and City staff continuc to work to cnsure completion of ongoing projects that
will provide infrastructure improvements to the City of Anna. During 2021-22, the City met with
governmental partners including Cellin County, TxDOT and the North Central Texas Council of
Governments (NCTCOCG) to review the City's transportation prioritics and to  discuss
opportunities to partner on future projects. City staff has been holding quarterly meetings with
TXDOT to discuss transportation needs throughout the City. The City also continues to use
developer incentives/agreements to improve other critical roadways within the City.

In October of 2022, the City issued $34.0 million in general obligation bonds and $65.0 million in
Certificates of Obligation to construct new City facilitics and a new wastewater treatment facility.
Additional City facilitics arc needed in order to continue to expand, provide quality scervices to
the citizens, as approved by the voters in a May 2021 bond referendum. Fire Station No. 2 will be
built on the west side of US-75 to serve new residential and commercial growth on that side of the
freeway. A new library/community center will be constructed as part of the municipal campus
adjacent to City Hall and Firc Station #1 to help anchor the new downtown. This was
accomplished while decreasing the overall tax rate for FY 2023. The debt service portion of the tax
rate was set at 0.143217 and the operations and maintenance portion of the tax rates was reduced
from 0.452631 down to 0.396533. This reduction in the property tax rate was accomplished
through planning, a sound financial plan, and growth in the overall property tax base. The City
continues to be less reliant on residential property taxes as sales tax revenues continue to increase
and the City broadens its commercial tax base.

Additional information related to the capital improvement projects and funding for those
improvements is located in the Five-Year Capital Improvements Plan located in the City’s annual
budget book.

Other Information

Fund Accounting: The City's accounting system is organized and operated on a "fund basis.”
Each fund is a distinct, sclf-balancing entity. A description of the various major funds and fund
types is contained in the Notes of the financial statements. A description of each individual non-
major fund is contained at the beginning of its related combined financial statement.

Basis of Accounting: The City's accounting records for all governmental funds are maintained on
the modified accrual basis of accounting. This method recognizes revenue when it is measurable
and available and expenditures when goods or services are received. All proprictary funds arc
accounted for using the accrual basis of accounting; revenue is recognized when it is earned, and
expenses are recognized when they are incurred.
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Internal Control: Management of the City is responsible for establishing and maintaining an
internal control structure. This structure is designed to provide reasonable, but not absolute,
assurance that: (1) City asscts arc protected from loss, theft or misuse; and (2) City financial
records and data arc accurate and reliable. The concept of reasonable assurance recognizes that
the cost of a control should not exceed the benefits likely to be derived from it, and that the
evaluation of cost and benefits requires estimates and judgments by management.

Budgetary Control: Each year, on or before September 20", the City Council adopts an annual
operating budget for the ensuing fiscal year. The operating budget includes anticipated revenues
and expenditures for the General Fund, Special Revenue Funds, the Debt Service Fund, and
Proprietary Funds. The budget is a planning device that defines the type, quality, and quantity of
City goods and services that will be provided to our citizens. The budget is also a control device
that serves as a system of "checks and balances” between levels of City government. The
budgetary system cnsures that individual departments contain their expenditures within
limitations sct by the City management, and that City management contains expenditures for the
entire City within limitations sct by the City Council. After adoption, the City Manager may
authorize transfers of appropriations within a department and between departments within a
fund and within major line-item categorics. Inereases or decreases of appropriations to a fund;
however, require special approval of the City Council in the form of an Ordinance formally
amending the adopted budget.
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Assurance - Tax - Advisory

Independent Auditor's Report

The Honorable Mayor
and Members of the City Council of the
City of Anna. Texas

Repeort on the Financial $Statements
QOpinions

We have audited the financial statements of the governmental activities, the business-type activities,
the discretely presented component units, each magjor fund, and the aggregate remaining fund
information of the City of Anna, Texas {the City), as of and for the vear ended September 30, 2022, and
the related netes to the financial statements, which collectively comprise the City's basic financial
statements as listed in the table of contents.

In our cpinicn, the accompanying financial statements present fairly. in all material respects, the
respective financial position of the govemmental activities, the business-type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund infermation of the
City. as of September 30, 2022, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the City and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Emphasis of Matter

As discussed in Note 1 to the basic financial statements, during the yvear ended September 30, 2022, the
City implemented Govemmental Accounting Standards Board {GASB) Statement No. 87, Leases. QOur
opinions are not modified with respect to this matter.

Responsibilities of Management for the Financial Stafements

The City's management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design. implementation, and maintenance of internal contrel relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management s required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City's ability to
continue as a geing ceoncern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doulbst shortly thereafter.

Weaver and Tidwell, L.L.P.
2300 North Field Street, Suite 1000 | Dallas, Texas 75201
3 Mdain: 272.4920.1270

CPAs AND ADVISORS | WEAVER.COM



The Honorable Mayor
and Members of the City Council of the
City of Anna. Texas

Auditor’s Responsibilities for the Audif of the Financial Statements

Qur cbjectives are to oblain reasonable assurance about whether the financial statements as a whole
are free from material misstatement. whether due to fraud or error, and to issue an auditor's report that
includes our opinions. Reasonakle assurance is a high level of assurance but is not absclute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, Intentional
omissions, misreprasentations, or the overide of internal control. Misstatements are considered material
if there is a substantial likelhcod that, individually or in the aggregate, they would influence the
Judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

¢ [Exercise professional judgment and maintain professional skepticism throughout the audit.

s ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or eror. and design and perform audit procedures responsive to those risks. Such
procedures include examining. on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

¢ Obtain an understanding of intemal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. but not for the purpose of expressing an
opinion on the effectiveness of the City's intemal control. Accordingly, no such opinion s
expressecl.

¢ Evdluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

s Conclude whether, In our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City's abillity to continue as a going concern
for a reasonable period of time.

We are reguired to communicate with those charged with governance regarding. among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
controbrelated matters that we identified during the audit.

Required Supplemeniary informalion

Accounting principles generally accepted in the United States of America reqguire that the
management's discussion and analysis and the reguired supplementary information. as listed in the
table of contents, be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it 1o be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generdlly accepted in the United States of America,
which consisted of inquirdes 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 obtadined during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
Imited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.



The Honorable Mayor
and Members of the City Council of the
City of Anna. Texas

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City's basic financial statements. The accompanying combining and
individual 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 fund financial statements and schedules are the responsibiity 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 o prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the accompanying combining and
individual fund financial statements and schedules are fairly stated in all material respects, in relation to
the basic financial statements as a whole.

Other Informalion Included in the Annual Comprehensive Financial Report (ACFR)

Management is responsible for the other information Included in the ACFR. The other information
comprises the introductory section and statistical section but does not include the financial statements
and our auditer's repert thereon. Qur opinions on the financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon. In connection with our
audit of the financial statements, our responsibility Ts to read the other informaticn and consider whether
a material inconsistency exists between the other information and the financial statements, or the other
information otherwise appears to be materially misstated. If, based on the work performed. we
conclude that an uncorrected material misstatement of the other Infformation exists, we are required to
describe it in our report.

Cther Reporling Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have dlso issued our report dated May 1, 2023
on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City's internal control over financial reporting and compliance.

Lamen. and Dt LLE

Weaver and Tidwell, L.L.P.

Dallas, Texas
May 1, 2023
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Management’s Discussion and Analysis

As management of the Cilty of Anna, Texas (the "City"), we offer readers of the Cily's financial
statements this narative overview and analysis of the financial activities of the City for the fiscal year
ended September 30, 2022, We encourage readers to consider the information presented here in
conjunction with additional information contained in this report.

Financial Highlights

s The City's total combined net position was $199.906,272 at September 30, 2022, Of this,
$11.982,309 {unrestricted net position) may be used to meet the City's ongeoing obligations to its
citizens and creditors.

s The City had an overall increase in net position of $30,827.749. The increase Ts primarily a result
of an increase of Charges for Services of $10,8%0.250.,

+  On a govemment-wide basis, the City's total liabilities increased by $8.383.472. The increase in
liabilities is primarily a result of increased payables due to contractors for PID capital projects.

» At the close of the current fiscal vear, the City's governmental funds reported combined fund
balances of $38,717.297 a decrease of $5,708.646. This decrease is largely due to an increase

in capital ocutlay.

s As of the end of the vear, the unassigned fund balance of the General Fund was $9.963.033 or
57% of total General Fund expenditures.

Qverview of the Financial Statements

The discussion and analysis provided here Is intfended to serve as an introcduction 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} the notes to financial
statements. This report also includes supplementary information intended to furnish additional detail to
support the basic financial statements themselves.

Government-Wide Stalements

The governmenit-wide financial statements are designed to provide readers with o broad overview of
the City's finances, in a manner similar to a private-sector business.

The statement of net position presents Information on all of the City's assets, defered inflows of
resources, deferred oulflows of resources, liabilities, and net position. Over 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. Other non-financial factors, such as the City's property tax base and the condition of
the City's infrastructure, need o be considered in order 1o assess the overall health of the City.

The statement of aclivities presents information showing how the City's net position 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, revenues and
expenses are reported for some items that will only result in cash flows in future fiscal pericds [e.g..
uncollected taxes and earned but unused vacation leave).



Both of the government-wicle financial statements distinguish functions of the City that are principally
supported by taxes and intergovemmental revenues (governmental activities) from other functions
that are intended to recover dll or a significant portion of their costs through user fees and charges
{business-type activities). The govemmental activities of the City include general government, public
safety, public works, culture and recreation, and econcmic development. The business-type activities
of the City include water, sewer, and sanitation operations.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resocurces that have
been segregated for specific activities or cbhjectives. The City, like other state and local governments,
uses fund accounting to ensure and demonstrate complicnce with finance-related legal requirements.
All of the funds of the City can be divided into three categories: governmental funds, proprietary
funds, and a fiduciary fund.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the govemment-wide financial statements, However, unlike the government-wide financial
statements, govemmental fund financial statements focus on near- term inflows and outflows of
spendable resources. as well as on balances of spendable resources available at the end of the fiscal
yvear. Such information may be useful in assessing a govemment's near-term financing requirements.

Because the focus of governmental funds is narower than that of the govemment-wide financial
statements, 1t is useful to compare the information presented for governmenial funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the govemmental funds balance sheet and the governmental funds
statement of revenues, expenditures. and changes in fund balances provide a reconciliation to
facilitate this comparison between governmenial funds and governmental activities.

The City maintains thiteen individual governmental funds. Information is presented separately in the
govemmental funds balance sheet and in the govemmental funds statement of revenues,
expenditures, and changes in fund balances for the General Fund, Capital Projects Fund, Debt Service
Fund, PID Capital Projects Fund, and Grant Fund, which are all considered to be major funds. Data
frem the other governmental funds are combined into a single, aggregated presentation. Individual
fund data for each of these non-major governmental funds is provided in a separate section of the
report.

The City adopts an annual appropriated budget for its General Fund and Debt Service Fund. General
Fund budget amendments increased revenue by $571.330 and expenditures by $191,030. The increase
in revenues was related to re-estimates for sales taxes and license and permit fees due greater than
expected performance during the pandemic.  The increase in expenditures was primarily due to
increased public safety costs associated with the response to the pandemic.

Proprietary Funds

The City's proprietary fund is an enterprise funds. Enterprise funds are used to report the same functions
presented as business-type activities In the government-wide financial statements. The City uses an
enterprise fund to account for its water, sewer, and sanitation operations. All activities associated with
providing such services are accounted for in this fund, including administration, operation,
maintenance, debt service, capital improvements, meter maintenance, biling and collection. The
City's intent is that costs of providing the services to the general public on a confinuing basis i
financed through user charges in a manner similar to a private enterprise.



Proprietary financial statements provide the same type of information as the government-wide financial
statements, only in more detdil. The proprietary fund financial statements provide separate information
for the Utllity Fund, which is considered to be a major fund of the City.

Fiduciary Funds

Fiduciary funds are used to account for rescurces held for the benefit of parties outside the
govemment, Fiduciary funds are not reflected in the govemment-wide financial statements because
the resources of those funds are not available to support the City's own programs. The accounting used
for fiduciary funds is llke that used for proprietary funds. The City has cone fiduciary fund, the PID
Custodial Fund.

Component Units

The City maintains the accounting and financial statements for two component units. The Anng
Economic Development Corporation and Anna Community Development Corporation are discretely
presented component units,

Notes to Financial $tatements

The notes provide additional information that is necessary to acquire a full understanding of the data
provided in the government-wide and fund financial statements.

Other Information

In addition o the basic financial statements, MD&A, and accompanying notes, this report also
presents certain Required Supplementary Information (RSI). The required RSl includes a budgetary
comparison schedule for the General Fund, schedule of changes in the net pension liability and
related ratios, schedule of employer contributions for the Texas Municipal Retirement System [TMRS),
schedule of changes in the Total OPEB liakility and related ratios, and schedule of OPEB contributions
for TMRS. Because the City did not budget for the major special revenue fund, Grant Fund, there is not
a budget in RSl related to it. RSI can be found after the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net position may serve over time as a useful indicator of the City's financial
position. For the City of Anna. net position was $199,9046.272 as of September 30, 2022, in the primary
government.

The largest portion of the City's net position. $131,724.339, reflacts its investments in capital assets (e.g..
land, park improvements, buildings, furniture and fixtures, streets, drainage, machinery and eguipment,
ete.), less any debt used to acguire those assets that are still outstanding. The City uses these capital
assets to provide services to citizens; consequently, these assets are not avdilable for future spending.
Although the City's investment in its capital assets is reported net of related debt, it should be noted
that the rescurces needed to repay this debt must be provided from other sources, since the assets
themselves cannot be used to liquidate these liabilities.



The following table reflects the condensed Statement of Net Position:

Gowvernmental Business-Type Total

Activities Activities Prirnary Government

2022 2021 2022 2021 2022 2021
Current and other assets F 31,387,255 F 22,387,483 $  7.513945 ¥ 8101634 $ 38,901,200 F 30489119
Restricted assets 18,648,412 31,159,401 34,531,071 23,480,099 55,179,483 54,839,500
Copital assets, net 119,111,148 P6.862,712 70,145,270 463,057,041 189,256,418 159,921,753
Total assets 149,148,815 150,389.5%6 114,190,286 24.840,776 283,337 245,230,372
Deferred outflow:s of resources 1,252,567 S23,847 317,384 325,312 1,569,733 1,242,179
Current labilities 10,892,477 7334140 5,470,389 2,533,418 17,363,444 9,867,558
Moncurrent lickilities 44,741,231 44,094,467 20,105,036 21,299,840 54,845,267 65,394,327
Total ligbilities 55,633,708 51,428,807 26,576,005 23,833,278 82209713 75,261,885
Deferredinflows of resources 2,681,233 2.07%,606 109,814 59,557 2,791,049 2,13%,143

Net position:

Net investment in capital assets 81,252,418 465,537,991 50,471,921 41,835,740 131,724,339 107,375,751
Restricted 19,668,553 18,380,544 34,531,071 23,480,099 56,199,424 42,040,445
Unrastricted 11,183,470 139204,713 B15.83% 5,757,394 11982309 19,662,107
Total net position F 112084441 § 97805250 87821831 71,273,253 § 199,908,272 F 149.078,503

Statement of Activities:

The following table provides a summary of the City's changes in net position:

Govearnment al Business-type Tetal
Activities Activities Frimary Government
2032 2021 2022 2021 2022 2021
Revenues:
Prograrm revenues:
Charges for services 3 13,506,981 3 7799 432 % 28,539,413 3 23356512 5 42,046,394 5 31,158,144
Operating grants and centributicns 75943 LE7.374 - - 75553 527,374
Capital grants and contributions 8,977,439 30,267,739 4,125,870 77320864 13,103,329 37,999,805
General revenuss:
Propearty taxes 10,23% 322 8,714,550 - - 10,239,322 2,714,840
Sales taxes 2847911 2929875 - - 3.547.911 2,929,874
Franchise and local taxes 885,723 726,008 - - 588,723 726,008
Inw estment Income 244 B55 123,643 238,664 93,145 481,519 218,788
Otherrevenue 18%.07% 52,859 - - 189,079 52,859
ain on sale of assets - - - - - -
Total revenues 37970273 51,151,991 32,901,947 31,081,723 70,872,240 82,333,714
Expenses:
General government 5226176 3,538,748 - - 5,225,178 3,538,746
Public safety 2915219 5,221 473 - - 2.915219 5,221,473
Culture andrecreation 2,550,873 20583933 - - 2,550,873 2,053,933
Public wiorks 3,303,741 4,169,132 - - 3,303,747 4,169,132
Community services 1,211,897 1,198,530 - - 1.211.597 1,198,530
Interest and fiscal charges 14831764 2,212,318 - - 1,483,176 2,212,318
Water, sewer, & sanitation - - 16,253,389 13,452,054 16,353,389 13,462,054
Total expenses 23491082 19,394,130 16,253,389 13,452,054 40,044,471 32,855,154
Changsin net position 14,279,191 21,757,841 16,548,578 17.71%,68% 20,527,749 49,477,530
Met position, beginning 97805250 56,047 389 71,273,253 53,553 584 169,078,503 119,800,773
Net position, ending § 1120584 441 § 97.805250 § 57,821,831 $ 71273253 § 199,908,272 § 169,078,502
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Graphic presentations of selected data from the summary tables are displayed below to assist in the
analysis of the City's activities.

Governmental Acfivities - Revenues

Investment
Other Income Grants and

: income 0.44%
categories 0.50% _Contributions

2384%

Propertytaxes
2697%

Salestares
10.13%

Charges for

services 35.57% -
Franchise and

local faxes 2.34%

For the year ended September 30, 2022, revenues from governmental activities totaled $37,970.273.
Capital grants and contributions, property taxes, and charges for services are the City's largest revenue
sources. Capital grants and contributions decreased by $21,290.300 or 70% when compared to prior
year mainly due to a decrease in contributed capital relating to streets and drainage. Property taxes
increased by $1,524,462 or 17% due to an increase in overall assessed property values. Charges for
services increased by $5,707,349 or 73% mainly due to an increase in building permit activity. The
following graph shows the governmental function expenses of the City:

Governmental Activities - Expenses

Crultirs oned Public works 6% _ Community
recreation 8% ~=<1l L - senvices 5%

Public safety 37 %

Ganeral

_ Interest and fiscal
charges 6%

For the year ended September 30, 2022, expenses for governmental activities totaled $23,691.082. This
represents an increase of $4,296,952 or 22% from the prior year. The City's largest increase was in public
safety of $3,693,746 or 59%,. due to costs associated with increased staffing in Police and Fire to address
increased calls for service and ramping up to become the primary ambulance provider in the city.
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Business-type activities are shown comparing operating costs to revenues generated by related
services.

Business-Type Acfivilies - Revenues and Expenses

30.000.000

25,000,000
m Charges for

Sevices

10,000,000

For the year ended September 30. 2022, charges for services by business-type activities totaled
$28.539.413. This is an increase of $5,182,901 or 22% from the previous year. This increase in revenues is
directly related to an increase in water (2.36%) and sewer rates (25.77%) and an increase of more than
1000 new customers. Expenses totaled $16,353.389. which was an increase of $2,891,335, or 21% due to
increase purchases of sewer service from the North Texas Municipal Water District ([NTMWD), and water
purchases from the Greater Texoma Utility Authority (GTUA).

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

As noted earlier, fund accounting is used to demonstrate and ensure compliance with
finance- related legal requirements.

Governmental Funds - The focus of the City's govermmmental funds is to provide information of
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the City's financing requirements. In particular, unassigned fund balance may serve as a
useful measure of the City's net resources available for spending atf the end of theyear.

As of September 30, 2022, the General Fund reflected a total fund balance of §$9,963,033. Of this,

$13.434 is considered restricted for parks. Unassigned fund balance totaled $9.949.599 as of year-end.
The General Fund saw a significant increase in property taxes when compared to the prior year.

12



This directly relates to the addition of new properties to the tax rell. as well as an increase in property
values.,

The Capital Projects Fund had an ending fund balance of $2.0146.851 at year-end or a decrease of
$10,419.550 due to an increase in payments for current capital projects. primarily the new fire station
and City Hall.

The Debt Service Fund had an ending fund balance of $82,294 at year-end for an increase of $12,18%
due primarily to an increase n property assessed valuation.

The PID Capital Projects Fund had an ending fund balance of $7.971,782 at year-end, a decrease of
$4.706,101 from the previous year. The decrease in fund balance was primarly due to capital
improvements in the current vear.

The Grant Fund had an ending fund balance of $13.299 at year-end, an increase of 12,850 from the
previous yedr.

The Park Development Fund, previously o nonmajor governmental fund, had a fund balance of
$5.245.454, or an increase of $2,530.982, due to charges for services during the vear that exceeded
expenditures, leading to this increase in fund balance.

The Road Capital Development Agreement Fund, also previously a nonmgjor governmental fund, had
a fund balance of $217,093. which was a decrease of $103,759%.

Proprietary Funds - The City's proprietary funds provide the same type of information found in the
govemment-wide financial statements, but in more detdail.

CAPITAL ASSETS

As of the end of the year, the City's govemmental activities had invested $119,111,148 in a variety of
capital assets and Infrastructure, net of accumulated depreciation and amortization. The City's
business-type activities had invested $70,145.270 in a variety of capital assets and infrastructure, net of
accumulated depreciation and amortization.

More detailed infformation about the City's capital assets is presented in Note 5 to the financial
statements.

LONG-TERM DEBT

At September 30, 2022, the City had total bonds, contractual obligations, right-to-use lease liabkility, and
financed purchases outstanding of $62,706.249. During the vear, the City made payments on long-term
debt totaling $2,568.70%2. More detailed information about the City's long-term liabilities is presented in
Note 6 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The economy remains strong for the City of Anna and the North Texas regien. The City continues to
focus on economic development and working toward providing a balanced community. The City is
taking a more proactive and aggressive approach to economic development with its business
recruitment efforts, as well as continued development of residential housing options.  In addition, the
City continues to conservatively manage its budget.
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The fiscal yvear 2022-2023 budget reflects the commitment of the City Council and staff to focus on
enhancing the guality of existing services to our neighbors and respond to cur city's continuing growth
and development, while maintaining a strong financial position.

Since property values stabilized in 2013 following the 2008-2011 housing recession, the City has
continued to see healthy increases in the value of existing properties. For the tax year 2021, the City saw
existing property values increase just over 10.4% and $169,100.661 in new value was added to the tax
roll. Again, for the 2022 tax vear, the City saw existing property values increase just over 16% and
$301,947.063 in value was added to the tax roll. We remain cautiously optimistic that we will experience
modest, but slowing, appreciation in the value of existing properties and additional value will continue
to be added to the tax roll, as a result of new residential and commercial construction in the near term.
There are currently eight multifamily developments under construction in Anna representing over 2,000
units and over $400 million in capital investment, and a new 30,000 square foot medical office building
housing over ten medical specialists will be completed in the summer of 2023, Megatel is also under
construction on a 2.3-acre crystal lagoon project that will include over 2,000 single-family homes, 400
multifamily units, and over 50,000 square feet of entertainment/commercial space.

The City Council decreased the FY 2022 tax rate from the FY 2021 rate of $.521288 per $100 in valuation
o $.5830 per $100 in valugtion, above the “"no-new-revenue-rate" ($.56%9415) but below the
“voter-approvalrate™ ($.58654). Senate Bill 2 compresses the capability of a local government to
generate revenue and provide services by lowering the tax rate a city can adopt without a mandatory
election. $B 2 also changes the way property tax rates are calculated, make changes to the appraisal
process, and reduce the previously called "rollback rate™ of 8% to a new rate of 3.5% or "the
voter-approval rate”. This tax rate is the maximum a City can set the tax rate above the “effective tax
rate”. now known as the "no-new-revenue rate”, without voter approval. This bill will tremendously
impact growing cities such as Anna into the future.

As the City begins to see the impact of the reduction of the amount of property tax a city can levy,
sales tax will become increasingly important for growing communities. Sales tax was up approximately
22% in FY 2022 largely due to the continued growth of retail commercial property and population in the
City. A 15.0% increase over the FY 2022 estimated total of $5.72 millon Ts budgeted for sales tax for FY
2023. In FY 2020, Starbucks, Chick-fil-A, Whataburger, Salsa TexMex, and Sunview Cafe opened. Along
with Walmart and people staying close to home during the pandemic, the City has seen the full impact
of the sales tax from these retail establishments since FY 2021. In addifion to these, a total of 53 new
businesses have opened in Anna including other recognized retail establishments such as Panda
Express, Dairy Queen, Piza Hut. Jersey Mike's, Popeye's Chicken, Fuzzy's Tacos, and opening in
April 2023, Chili's.

The growth in both sales tax and taxable value of real property comresponds to a significant increase in
residential growth and population over the past 36 months. According to the maost recent population
estimates published by the North Central Texas Council of Govemments, the City of Anna population as
of January 1, 2021 was 17.814. However, the population is believed to be well above this estimate due
to the number of new utility accounts established and single-family permits which have been issued.
The City made a significant effort to reach out to its neighbors to encourage them to complete the 2020
Census to receive a more accurate population count. As a result, Anna had a response rate in excess
of 60%. higher than the DFW rate and overall Texas response rate. Reflecting the City's continued high
growth in population will be key to attracting additional commercial and retail businesses the City lacks
and needs in order to sustain the City into the future to provide the funding for expenditures needed in
a rapidly growing community.

Futhermore, with the growth in population comes a proportional Increase in demand for municipal
services that are funded primarily by property taxes. As stated previously, in order to fund the FY 2021
budget. the City adopted a tax rate of $0.583 per $100 valuation which is lower than the tax rate
adopted in FY 2020. When compared with other cities in our areq, the City of Anna has one of lowest
per-capita property tax levies.

14



Rapid population growth has alse resulted in significant investment over the past 10 to 15 yvears in the
City's water and sewer system. Currently the Water and Sewer Fund holds just over $12.7 million in
outstanding debt. The City has worked closely with our financial advisors, Hilltop Securities, to develop a
sound debt management plan for the Water and Sewer Fund. Over the past several years, in order to
appropriately manage this debt, the City and Hilltep Securities developed a plan to take advantage of
call dates and pursue advance refunding of the City's outstanding debt. Every effort has been made to
minimize the present value costs to the City.

The City of Anna, along with the cities of Melissa, Van Alstyne, and Howe, belongs to a strategic alliance
cdlled the Collin Grayson Municipal Alliance {CGMA]. The dlliance {CGMA) purchases treated surface
water from the North Texas Municipal Water District (NTMWD) through a contract with the Greater
Texoma Utility Authority [GTUA). The CMGA purchases a minimum take or pay (MT/P) allocation of water
through GTUA from NTMWD. Currently, each city is responsible for the percentage of the total MT/P
amount that corresponds to the total amount of water each city uses.

This treated surface water supplements the City's water supply especially during the summer months
when water consumption is highest. As our population has grown and water demand has increased, we
have been required to increasingly supplement cur well water with tfreated surface water. As we have
forecasted consumption and production of our wells, it appears that the CGMA as a group will likely
exceed the MI/P dllocation in FY 2023. When this happens, MT/P amount will reset at the new
consumption level, and the City of Anna will be respensible for the cost of all the water we consume
above the current MT/P amount.

Due to this continued increase in water cost, treatment and transportation cost, the growing needs for
infrastructure improvements and additions, as well as staffing needs for a growing community, the City
worked with a water rate consultant in FY 2020. As a result, the City Council has adopted the rate model
and approved d rate increase for FY 2021, FY 2022, and FY 2023 as well as a long-range rate plan and
capital improvement model. Actual increases will have to be approved each year by City Council as
part of the annual budget process.

The City of Anna's budget continues to be impacted by both moderately strong growth and
conservative fiscal management. The 2022-2023 budget reflects the efforts of the governing body and
city staff o address the need o provide services to support ocur growing community.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT
This financial report is designed to provide a general overview of the City of Anna's finances for dll those
with an interest in the City's finances. Questions concerning this report or requests for additional

financial information should be directed to the City Finance Director, 120 W. 7th Street, Anna, Texas
75409.
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City of Anna, Texas
Statement of Net Position
September 30, 2022

ASSETS
Cashand cash eguivalents
Investments
Receivables, net
Due from other governments
Inventaries
Restricted assets:
Restricted cash and cash equivalent s
Restricted invastments
GTUA prepaid reserves
Capstal assets:
MNorrdepreciable
Net depreciable capital assets

Total assets

DEFERRED QUTFLOWS OF RESQURCES
Deferred loss on bond refunding
Deferred outflows - pension
Deferred out flows - OPER

Total deferred outflow: of rescurces

LIABILITIES
Accounts pavable and cther liakilities
Accrued liakbilities
Accried salaries
Customer deposits
Unearned reveanue
Accrued interest payable
MNoncurrent ligkilities:
Due within one year
Due in more than one year

Tetal liakilities

DEFERRED INFLOWS OF RESCURCES
Detered inflows - leases
Deferred inflows - land lease
Deferred inflows - pension
Defered inflows - CPER

Total deferred inflows of rescurces

NET POSITION
Met investment in capital assets
Restricted for:
Water and sewer improvements
Capital projects
GTUA deposits
Culture andrecreation
Public safety
Federal grants
Community and economic development
Unrestricted

TOTAL NET POSITION

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

Primary Government

Component Units

Community Economic Housing
Governmental Business-type Development Development Finance
Activiies Activities Tokal Corpaorafion Corporafion Corporation
$ 27,781,508 $ 2985588 $ 30747098 $ 7798303 5 282,909 5 634,607
2,000,000 2,000,000 4,000,000 - 5,000,000 -
1,564,351 2,425,942 3,991,293 415,588 16,580
41,396 - 41,296 - - -

- 121,415 121415 - - -

16,542,112 25705558 52,247 670 - - -
2,106,300 - 2,106,200 - - -

- 225513 825513 - - -
57,474917 7,973,195 65,448,112 - 40,346 1,443,404
61,636,231 &2,172,075 123,808,204 - 187,422 -

169,746,815 114,190,286 283,337,001 5,211,891 6,227,257 207801

- 59,488 59,488 - - -

1,213,475 240,142 1,453,617 43,878 - -
39092 7,734 44,828 1.413 - -
1,252,567 217,388 1569923 45,291 - -
4,833,364 4,848,605 .681.96% 17,080 7,302 &0
1,329,143 - 1,329,163 2,944 - -
09,227 65,368 377,595 12,547 - -

- 1,450,286 1450288 - - -
4,227,138 - 4227138 - - 93,750
123,585 103,710 297,295 11,932 - -
S67.700 1,247,783 1815483 100,000 - -

44,173,531 18,857,253 &£3,030,784 2,433,299 - -
55,633,708 26,576,005 82,209.713 2,578,809 7,302 93510
511,279 - L1279 - - -
1,615,038 1.615036 1,433,654
542,764 107,471 650,175 19,625 - -
12,154 2,405 14,552 439 - -
2,681,233 109,816 2,791,049 20,064 - 1,433,654
§1,252.418 50,471,921 131,72433% - 227,768 1,443,404

- 35,705,558 35,705,558 - - -
19,215,321 - 12,215,321 - - -

- 825,513 525,513 - - -

13,434 - 13,434 - - -
426,499 - 426,499 - - -
13299 - 13,292 - - -

- - - 5,658,209 5,992,187 -

11,183,470 218,829 11,282,309 - - [892,857)
$ 112,084,441 $ 87821831 § 192,208,272 $ 5,658,309 F 5219955 5 550,517
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City of Anna, Texas
Statement of Activities

For the Fiscal Year Ended September 30, 2022

Funcfions/Programs

Program Revenues

PRIMARY GOVERNMENT
Governmental activities:
General govermment
Culture and recreation

Community services

Public safety
Public waorks

Interest and fiscal charges
Total govermmental activities

Businsss-typpe activities:
W ater and sewer

Total business-type activities
TOTAL PRIMARY GOVERNMENT

Comporent units

Governmental activities:
Community Development Corporation
Economic Development Corporation

Business-type activities:
Howsing Finance Corporation

Total component units

Operdfing Capital
Charges for Grants and Grants and
Expenses Services Conhibutions Conftribulions
$ 5226176 % 4708288 % - $  B977.439
2.590,873 2,835,400 - -
1,211,897 &7 4,627 - -
515,219 14,473 75963 -
3,303,741 3,274,193 - -
1,483,176 - - -
23,691,082 13,506,781 75963 8977439
16,353,387 28,539,413 - 4,125,890
16,353,387 28,539,413 - 4,125,890
$ 40,044,471 $ 42,046,394 % 75963 % 13,103.329
$ 1,398,398 % - $ - 3 -
25,329 - - -
1,483,727 - - -
17,705 5657270 - -
% 1,907,432 % 5657270 ] - ] -

General revenues:
Froperty taxes
Sales faxes
Franchise and local taxes
Investment income
tdiscellanecus revenue
Gain ensale of capital assets

Total general rev enues
Change innet position
MNet position, beginning

NET POSITION, ENDING

The Notes to Financial Statements are an integral part of this statement.
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Net {Expense) Revenue

and Changes in Net Position

Primary Government

Component Units

Community Economic Housing
Governmental Business-type Development Development Finance
Activilies Acfivities Total Corporation Corporation Corporation
$ 10,459,551 $ - $ 10,459,551
284,527 - 284,527
[537,270) - [537,270)
[%.824,783) - [9.824,783]
[2%,548] - [2%.548)
[1,483,176] - [1,483,176)
[1.130,6%9] - [1.130.699]
- 16,311,914 16,311,914
- 16,311,914 16,311,914
[1,130,697) 16,311,914 15,181,215
$ [1,398,398) - $ -
- [85,329) -
[ 1,398,378) [85,329) -
- - 548,265
[1,398,398] [85,329) 548,265
10,239,322 - 10,239,322 - - -
3847911 - 3847911 2,308,746 - -
888,723 - 888,723 - - -
244855 236,664 481,519 15,109 25,620 2252
189,079 - 189,079 - 8,166 -
- - - 2,857,748 5,565,652 -
15,40% 890 236,664 15,646,554 5,181,603 5,599,438 2,252
14,279,191 16,548,578 30827769 3,783,205 5,514,109 550,517
97805250 71,273,253 169,078,503 1,875,104 705846 -
$ 112,084,441 $ 87,821,831 3 199,906,272 3 5658309 5,219,555 % 250,517
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City of Anna, Texas

Balonce Sheet - Governmental Funds

September 30, 2022

ASSETS
Cash and cash equivalents
Inyestments
Receivables, net
Due from other governments
Restricted cash
Restricted investments

TOTAL ASSETS

LIABILITIES
Accounts pavable and other liabilities
Accrued liabilities
Accrued salaries
Unearned revenue

Total ligkilities

DEFERRED INFLOWS OF RESOURCES:
Unavailable revenue - property taxes
Deferredinflow - leases

Total deferred inflows of resources

FUND BALANCES

Restricted for:

Culture and recreation

Debt service

Fublic safety

Federal grants

Capital praojects
Assigned for:

Capital projects
Unassigned

Total fund balances

TOTAL LIABILITIES, DEFERRED
INFLOWS, AND FUND BALANCES

Debt Service PID Capital
General Fund Capital Projecis Fund Projects
$ 7777357 P 3297822 $ 82,294 % -
2,000,000 - - -
1,529,594 - 22,204 10,841
- 41,394 - -
522043 8,004,504 - 7,960,841
- - - 2,104,300
$ 11828994 $ 11,343,722 % 104,498 $ 10,078,087
$ F468,345 % 97,708 $ - P 2108300
- 1,329,163 - -
300,342 - - -
1,268,687 2,326,871 - 2,104,300
85995 - 22,204 -
511,279 - - -
597,274 - 22,204 -
13,434 - - -
- - 82,294 -
- 4,478.12% - 7971782
- 2,538,722 - -
7,949,599 - - -
9.5263,033 7,016,851 82,294 7.971,782
$ 11828994 $ 11,343,722 % 104,498 $ 10,078,087

The Notes to Financial Statements are an integral part of this statement.
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Park Road Capital Total
Development Development Nonmajor Governmental
Grant Fund Fund AgreementFund Governmental Funds
$ 0 3738220 $ 5377315 ¥ 854,683 ¥ 8,655816 $ 27781508
- - - - 2,000,000
1412 - - - 1,564,351
- - - - 41,396
- - - 54,724 16,542,112
- - - - 2,106,300
$ 3737833 $ 5377315 ¥ 854,683 ¥ 8,710,540 50,035,657
$ 399 $ 122976 ¥ 837,550 ¥ 46 ¥ 4,833,364
- - - - 1,329,163
- 8,885 - - 309,227
3,724,135 - - 503,003 4,227,138
3.724,534 131,861 837,550 503,049 10,698,892
- - - - 108,199
- - - - 511,279
- - - - 619,478
- - - - 13,434
- - - - 82,294
- - - 426,499 426,499
13,299 - - - 13,299
- 5,245,454 217093 5,780,992 25,693,450
- - - - 2,538,722
- - - - 9,949,599
13,299 5,245,454 217093 4,207,491 38.717.297
$ 3,737,833 $ 5377315 ¥ 854,683 ¥ 8,710,540 50,035,657
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City of Anna, Texas

Reconciliation of the Governmental Funds Balance Sheet
tc the Statement of Net Position

September 30, 2022

FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

Armounts reported for governmental activities inthe statement of net positicn are
different because:

Caopital assets used in govemmental activities are not curresnt financial resourcss and,
therefore not repertedin the govemmental funds.

Capita assets - non-depreciakle
Capital assets -net depreciable

Other long-term assets are not avdilable to pay for currentperiod expenditures and,
therefore, are deferredinthe governmental funds.

Deferred outflows of resources, represent a consumption of net position that applies to a
future period(s] andis not recognized as anoutflow of resources [expenditure) until that time.

Deferred cutflows - pension
Deferred outflows - CFEB

Deferred inflows of resources, represent an acquisition of net position that applies to afuture
perod(s) andis not recognized as aninflow of resources (revenue) until that time.

Deferredinflows - land lease
Deferredinflows - pension
Deferredinflows - OPEB

Some liabilities, including bonds pavalle and accrued interest, are not reported as
liakilities in the governmental funds.

Accruedinterest payable

Genreral obligationbonds

Certificates of Obligation

Combination tax and rev enue refunding bonds
Unamortized premiums

Financed purchases

Right-to-use lease liability

Net persion lickility

Total CFEB liability

Compensated absences

NET POSITION OF GOVERNMENTAL ACTIVITIES

The Notes to Financial Statements are an integral part of this statement.
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$ 38717297

57,474,917
61,636,231

108,199

1,213,475
39,092

(1.615,036)
(542,764)
(12,154)

[193,585)
(9,243,000}
(20,210,000}
(335,000}
(1,980,979}
(302,059}
[895,262)
{569,758}
{130,442}
[1,074,731}

$ 112,084,441
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City of Anna, Texas

Statement of Revenues, Expenditures, and Changes
in Fund Balances - Governmental Funds
For the Fiscal Year Ended September 30, 2022

REVENUES
Property taxes
Sales taxes
Charges for services
License and permits
Fines and forfeitures
Franchise and local taxes
Investment income
Other revenues
Intergovernmental
Contributions and donations

Total revenues

EXPENDITURES
Current:
General government
Culture and recreation
Community services
Pubslic safety
Fublic works
Debt service:
Principal
Interest and fiscal charges
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SQURCES (USES)
Transfers in
Transfers out
Right-to-use lease inception
Proceeds from sale of capital assets

Total other financing sources (uses)
Net change in fund balances

FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

Capital DebtService PID Capital
General Projects Fund Projects
$  8,004,58% % - $ 2079794 % -
3847911 - - -
285,779 - - -
5752179 - - -
241,274 - - -
888,723 - - -
20,387 29,779 4,344 44711
151,464 - - 250
47,640 - - -
3,050 - - -
19,313,376 2977 2,084,138 44,961
4,973,541 57.014 - -
1,298,955 - - -
1,145,841 - - -
7.03%,738 14,432 - -
638,109 3318 - -
690,705 - 506,000 -
13,258 - 1.56594% -
1,666,327 10,666,972 - 4,751,082
17,464,574 10,741,738 2071549 4,751,082
1,848,827 (10,711,957} 12.18¢% (4,706,101)
- 792,407 - -
1,541,%68 - - -
1,541,966 292,407 - -
3,370,788 {10,419,550) 12,189 (4,706,101}
6,572,245 19,436,401 70,105 12,677,883
P 9.%63.033 P OF.014.85] $ 82,294 $ 7971782

The Notes to Financial Statements are an integral part of this statement.
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Park Road Capital Nonmajor Tolal
Development Development Governmental Governmental
Grant Fund Fund Agreement Fund Funds Funds

$ - $ - $ - $ 46,340 % 10,131,123
- - - - 3847911

- 3,473,645 87,860 3,657,550 7504874

- - - - 5752179

- - - 8,654 249,978

- - - - 888,723
10,24% 24,535 8,381 31,749 244,855
- 1,094 - 36,271 182 079
25,273 - - - 72213
- - - - 3,050
36,222 3,499,274 96,241 3,780,624 28,884,635
- - - 3172 5033727

- 687,330 - 226 1,984,511

- - - - 1,145,841
23,3772 - - 28,213 7105755
- - - 3,600 645,027

- - - - 1,196,705

- - - - 1,579,307

- 280,962 - 1,694,087 19,059,410
23,3772 768,292 - 1,729,298 37,750,283
12,850 2,530,582 76,241 2,051,326 [8.8565.648]
- - - 3021 295,428
- - (200,000] (95.428) (295,428)

- - - - 1.541 966

- - - 1,615,036 1,615,036

- - {200,000] 1,522,629 3,157,002
12,850 2,530,982 {103,75%9] 3,573755 [5.708.646)
44% 2,714,477 320,852 2,633,536 44, 425943

% 13,299 $ 57245454 £ 217,083 £ 5,207.491 $ 38717297
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City of Anna, Texas

Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
September 30, 2022

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

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

Governmental funds report capital outlays as expenditures. Howewver, inthe statement
of activities, the cost of those assets is allocated cver their estimated useful lives and
reported as depreciation and ameortization expense. Capital contributions are only
recognized on the statement of activities.

Capital outlay
Depreciation expense
Amortization expense
Copital contributions

Some expensesreportedin the statement of activities do not require the use of current
financial resources and, therefore, ore not reported as expenditures in govemmental funds.

Incredse incompensated absences
Increase inaccrued interest

Changes to net pension liability and pension related deferred outflows and inflows of
rescurces do not require the use of current financial rescurces and, therefore,
are not reported as expenditures in government al funds.

Changes to other postemployment enefits liability and related deferred outflows and inflows
of resources do not require the use of current financial resources and, therefaore,
are not reported as expenditures in governmental funds.

various other reclassification and eliminations are necessary fo convert from the modified
accrual basis of accounting to accrual basis of accounting. This includes the change in
unavdilable revenues from the prior yvear.

The issuance of leng-term delst {e.g., bonds, leases, certificates of obligation] provides
current financial rescurces to governmental funds, while the repayment of the principal of
long-term debt consumes the current financial rescurces of governmental funds. Neither
fransaction, howewver, has any effect onnet position. Also, govermmental funds report the
effect of issuance costs, premiums, discounts, and similar items when detot is first issued,
whereds the amounts are deferred and amortized in the statement of activities. This amount
is the net effect of these differencesin the treatment of long-term debt and related items.

Right-to-Use leqse proceeds

Amortization of detbt premium

Generdl, certificate of obligation, and revenue bond principa payments
Lease principal payments

Financed purchase payments

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

The Notes to Financial Statements are an integral part of this statement.
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$

(5,708.,646)

18,465,208
[4,523,193)
(671,018

8,977,439

[665.333)
2,739

272312

131.198]

3,469

13,157.002)
117,706
506,000
46,704

44,001

14,279,191



City of Anna, Texas
Statement of Net Position
Proprietary Fund
September 30, 2022

ASSETS

Current assets
Cash and cash eguivalents
Certificates of depaosit
Receivables, net
Inventories

Total current assets

MNoncurrent assets
Restricted cash and pooled investments
GTUA prepaidreserves
Capital assets
Nan-depreciable
Net depreciable capital assets

Total noncurrent assets
Total assefs
DEFERRED QUTFLOWS OF RESOURCES
Deferred charges on bond refunding
Deferred cutflows - pension

Deferred outflows - OPER

Total deferred outflows of resources

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

29

Utility Fund

2,965,588
2,000,000
2,426,942

121,415

7,513,745

35,705,558

825,513

7873,175
62172075

106,676.341

114,190,286

£%,488
240,142
7.736

317,366




City of Anna, Texas
Statement of Net Position — Continued

Proprietary Fund
September 30, 2022

LIABILITIES
Current liabkilities
Accounts pavable
Salaries payable
Other liabilities
Bond interest payable
Customer depaosits
Revenue bonds payable - current
Financed purchases - current

Compensated absences - current
Total current liakilities

Noncurrent liakzilities
Revenue bonds payable
Financed purchases
Compensated absences
Right-to-use lease liakility
Met pension liakility
Total OPEB liakility

Total noncurrent liakilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension
Deferred inflows - CPEB

Total deferred inflows of resources

NET POSITION
MNet investment in capital assets
Restricted for:
GTUA depasits
W ater and sewer improvements
Unresiricted

TOTAL NET POSITION

Utility Fund

4771121
58,368

77,484
103,710
1,450,286
1,074,000
173,783

7718752

17479676
882,848
226,520
129,642
112,753

25814

18,857,253

26,676,005

107.411
2,405

109,816

50,471,921

825,513
35,705,558
818,839

$ 87821831
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City of Anna, Texas

Statement of Revenues, Expenses, and Changes

in Net Position - Proprietary Fund

For the Fiscal Year Ended September 30, 2022

OPERATING REVENUES
Water
Sewer
Sanitation
Stormwater
Service charges
Caonnection fees
Developer and impact fees
Miscellaneous

Total operating revenues

OPERATING EXPENSES
Personnel services
Contracted services
Repairs and mainfenance
Supplies
Utilities
Depreciation
Other expenses

Total operating expenses
Operating income

NONGQPERATING REVENUES (EXPENSES)
Irvestment incomes

Interest expense

Total nonoperating revenues (expenses)

Incaome before capital contributions
Contributed capital

Change in net position

MNet position, beginning of year

NET POSITION, END OF YEAR

The Notes to Financial Statements are an integral part of this statement.
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Utility Fund

8,195,633
5.225.164
2,041,254
6,443
1.872187
564,190
10,289,594
344,948

28,539,413

2,400,565
8,556,811
1.081,779
240897
432,930
2,680,565
155418

15,548,965

12,990,448

236,664
(804,424)

(567,740

12,422,688

4.125,8%0

16,548,578

71,273,253

87,821,831




City of Anna, Texas
Statement of Cash Flows - Proprietary Fund
For the Fiscal Year Ended September 30, 2022

OPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to employees

Net cash provided by operating activities

CASH FLOWS FROM CAFITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of capital assets
Interest and fees pald on long-term delbt

Principal payments on debt, financed purchases, and right-to-use lease liability

Net cash usedin capital and related financing activities

INVESTING ACTIVITIES
Purchases of investment securities
Interest received
Net cash usedininvesting activities
Net increase in cash and cash equivalents

CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

RECONCILIATION TO STATEMENT OF NET POSITION
Cash and cash equivalents

Restricted cash and cash equivalents

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

32

Utility Fund

$ 28204236

(6,694,596)
(2.326,619)

19,183,021

(5.640,904)
(788,136)
(1,334,336)

(7.633,734)

(2,000,000)
236,664

(1,763,336)

9.785,95]

28,885,195

38,671,146

2,965,588
35,705,558

38,671,146




City of Anna, Texas
Statement of Cash Flows - Proprietary Fund — Continued
For the Fiscal Year Ended September 30, 2022

Utility Fund

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating income $ 12,990,448
Adjustments to reconcile operating income to cash
provided by operating activities:

Depreciation expense 2,680,585
Changes inassets and liakilities
Accounts receivable (497.420)
Inventories 20,090
Deferred outflows - pension and CPEB 855
Deferred inflows - pension and OPEB 50,259
Net pension and total OPER ligkility (114,212}
Accounts payable 3,753,147
Salaries pavables 12,962
Customer deposits 162,243
Accrued compensated absences 126,082
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 19183021

NON-CASH CAPITAL ACTIVITIES
Confributions of capital assets $ 4125890

The Notes to Financial Statements are an integral part of this statement.
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City of Anna, Texas

Statement of Fiduciary Net Position
Custedial Fund

September 30, 2022

PID Custadial
Fund

ASSETS

Cash and cash equivalents -restricted $ 2183378

Receivables, net 8,030
TOTAL ASSETS 2,191,408
LIABILITIES

Accounts Payable 11,600
TOTAL LIABILITIES 11,600
NET POSITION

Restricted for PID debt service 2,172,808
TOTAL NET POSITION $ 2,179,808

The Notes to Financial Statements are an integral part of this statement.
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City of Anna, Texas

Statement of Fiduciary Revenues, Expenses, and Changes

in Net Position - Custedial Fund
For the Fiscal Year Ended September 30, 2022

ADDITIONS
Special assessments
Investment earnings
Other income

Total additions
DEDUCTIONS
Contract sefrvices
Principal
Interest and fiscal charges
Total deductions
CHANGE IN NET POSITION

NET POSITION - beginning

NET POSITION - ending

The Notes to Financial Statements are an integral part of this statement.
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PID Custedial

Fund

1,178,068
11.575
8,030

1,197,673

145,289
165,000
1,281,314

1,591,603

(323,730

2,573,738

2,175,808
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City of Anna, Texas
Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies
A. Reporting Entity

The City of Anna, Texas {the "City"} s a home rule charter city that operates under a Council-Manager
form of government,

The City Council is the principal legislative body of the City. The City Manager is appointed by a majority
vote of the City Council and 1s responsible to the Council for the administration of all the affairs of the
City. The City Manager is responsible for the appointment and removal of department directors and
employees, supervision and control of all City departments, and preparation of the annual budget.

The City provides the following services: public safety, ambulance, streets, sanitation, planning and
zoning., and general administrative services. Other services include water, sewer. and sanitation
operations.

The City is an independent political subdivision of the State of Texas govemed by an elected councll
and a mayor and is considered a primary government. As required by generally accepted accounting
principles, these basic financial statements have been prepared based on considerations regarding the
potential for inclusion of other entities, organizations, or functions as part of the City's financial reporting
entity. The component units listed below, although legally separate, are considered part of the
reporting entity. No other entities have been included in the City's reporting entity. Additionally, as the
City is considered a primary government for financial reporting purposes, its activities are not
considered a part of any other govemmental or other type of reporting entity.

Considerations regarding the potential for inclusion of other entities, organizations, or functions in the
City's financial reporting entity are based on criteria prescribed by generally accepted accounting
principles. These same critera are evaluated in considering whether the City is a part of any other
governmental or other type of reporting entity. The ovenriding elements associated with prescribed
criteria considered in determining that the City's financial reporting entity status is that of a primary
government are that it has a separately elected governing body, it is legally separate, and it is fiscally
independent of other state and local governments. Additionally, prescribed criteria under generally
accepted accounting principles include considerations pertaining to organizations for which the
primary government is financially accountable and considerations pertaining to organizations for which
the nature and significance of their relationship with the primary government are such that exclusion
would cause the reporting entity's financial statements to be misleading or incomplete.

Blended Component Units

The Anna Public Facility Corporation (PFC) is a blended component unit presented as a nonmajor
special revenue fund of the City. The members of the PFC's board of seven directors comprised of
members of the City Council. The purpose of the PFC is to provide for the acquisition, construction,
rehabilitation. renovation, repair, and furnishings of public facilities In the City.

Discretely Presented Component Units

Some organizations are included as component units because of their fiscal dependency on the
primary govemment., An organization is fiscally dependent on the primary govemment if it is unabkle to
adopt s budget, levy taxes, set rates or charges. or issue bonded debt without the approval by the
primary govemment. The following entities were found to be component units of the City and are
included in the basic financial statements:
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City of Anna, Texas
Notes to Financial Statements

Anna Ecocnomic Development Corporation

The Anna Economic Development Corporation (EDC) fund was incorporated in the state of Texas as a
nonprofit industrial development corporation under Section 48 of the Development Corporation Act of
1979. The purpose of the EDC is to promote economic development within the City of Anna.

Anna Community Development Corporation

The Anna Community Development Corporation [CDC) fund was incorporated in the state of Texas as
a nonprofit industrial development corporation under Section 4A of the Development Corporation Act
of 1979. The purpose of the CDC is to promote community development within the City of Anna.

Anna Housing Finance Corporation

The Annda Housing Finance Corporation (HFC) fund was created in 2021 pursuant to Chapter 394, Local
Government Code, as amended. The purpose of the HFC is to issue single-family and multi-family bonds
for the financing of reascnably priced housing.

The members of both the EDC and CDC's board of seven directors are appointed by the City Councll.
Both the EDC and CDC are fiscally dependent upon the City as the City Councll approves their budgets
and must approve any debt issuance. The HFC is managed by a board of seven directors comprised of
members of the City Council. Adding the creation of the EDC. CDC, and HFC to the resources cumrently
available significantly increases the City's ability to assist community development and financing
development projects beneficial to the City. All of the EDC and CDC funding can be used for direct
assistance o prospects and continued development of infrastructure. The nature and significance of
the relationship between the primary government and the crganization is such that exclusion would
cause the City's financial statements to be misleading or Incomplete. Separate financial statements are
not issued for the EDC or the CDC.

B. Government-wide Financial Statements

The government-wide financial statements {i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government.
Governmental aclivities, which normally are supported by taxes, intergovernmental revenues, and
other nonexchange transactions, are reported separately from business-type activities, which rely to a
significant extent on fees and charges to external customers for support.

. Basis of Presentation — Government-wide Financial Statements

While government-wide and fund financial statements are presented separately, they are interrelated.
The governmental activities column incorporates data from governmental funds and intemal service
funds, while business-type activities incorporate data from the City's enterprise funds. Separate financial
statements are provided for govemmental funds and proprietary funds.

As a generdl rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments in lleu of taxes where the amounts are
reasonably equivalent in value to the interfund services provided and other charges between the City's
water and wastewater functions and various other functions of the City. Eimination of these charges
would distort the direct costs and program revenues reported for the various functions concemed.

D. Basis of Presentation — Fund Financial Statements
The fund financial statements provide information about the City's funds. Separate statements for each
fund category - govemmental and proprietary - are presented. The emphasis of fund financial

statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining govemmental and enterprise funds are aggregated and reported as nonmajor funds.
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City of Anna, Texas
Notes to Financial Statements

The City reports the following major governmental funds:

The general fund is used to account for and report all financial resources not accounted for and
reported in other funds. The principal sources of revenues Include local property taxes, sales and
franchise taxes, licenses and permits, fines and forfeitures, and charges for services. Expenditures
include general government, public safety, public works, and culture and recreation. The general
fund is always considered a mgjor fund for reporting purposes.

The capital projects fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital cutlays, including the acquisition or construction
of capital facilities and other capital assets. The capital projects fund is considered a major fund for
reporting purposes.

The debt service fund is used to account for the accumulation of resources that are restricted,
committed, or assigned for the payment of principal and interest on long-term obligations of
govemmental funds. The primary source of revenue for debt service is local property taxes. The delbt
service fund is considered a major fund for reporting purposes.

The PID capital projects fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital cutlays, including the acquisition or construction
of capital facilities and other capital assets relating to the Huricane Creeks PID.

The grantf fund is used to account for proceeds and expenditures relating to all grants.

The park development fund is used to account for park development fees from developer
agreements or the subdivision ordinance In support of the City's parks master plan.

The road capital development agreement Fund is used to account for negotiated developer
agreements for road and street impact fees.

Additionally, the City reports the following nonmajor govemmental funds;

The City accounts for resources restricted to, or designated for, specific purposes in Special Revenue
Funds. These funds consist of the roadway impact fee service area one and two, state police seizure
fund. federal police seizure fund, public facility corporation, Tax Increment Zone Number 2 (TIRZ #2)
and other special revenue fund.

The City reports the following enterprise fund:

The Ulility Fund is used to account for the provision of water, sewer, and solid waste collection
services and wastewater freatment operations. Activities of the fund include administration,
operations and maintenance of the water system, and biling and collection activities. The fund also
accounts for the accumulation of resources for, and the payment of, long-term debt principal and
intferest. All costs are financed through charges to utility customers with rates reviewed regulary and
adjusted if necessary to ensure integrity of the fund.

The City reports the following fiduciary fund:
The Public Improvement District (PID] Cusfodial Fund accounts for bond proceeds, assessments, and

related debt associated with the issuance of bonds issued by the City as an agent for the Public
Improvement District.

39



City of Anna, Texas
Notes to Financial Statements

During the course of operations the City has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due from/te other funds and advances to/from
other funds. While these balances are reported in fund financial statements. certain eliminations are
made in the preparation of the government-wide financial statements. Balances between the funds
included in governmental activities {i.e., the governmental and internal service funds) are eliminated so
that only the net amount is included as internal balances in the governmental activities column.
Similarly, balances between the funds included in business-type activities (i.e., the enterprise funds) are
eliminated so that only the net amount is Included as internal balances in the business-type activities
column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements these amounts are reported at gross amounts as fransfers infout. While reported in
fund financial statements, certain eliminations are made In the preparation of the government-wide
financial statements. Transfers between the funds included In governmental activities are eliminated so
that only the net amount s Included as transfers in the governmental activities column. Similarly,
balances between the funds included in business-type activities are eliminated so that only the net
amount is included as transfers in the business-type activities column.

E. Measurement Focus and Basis of Accounting

The cccounting and financial reporting treatment s determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indlicates the timing of
transactions or events for recognition in the financial statements.

The government-wide and proprietary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incured, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
tems are recognized as revenue as soon as dll eligikility requirements imposed by the provider have
bbeen met.

The governmental fund financial statements are reported using the cumrent financial resources
measurement focus and the modified accrual basis of accounting. Revenues dare recognized as soon
as they are both measurable and available. Revenues are considered to be avdilable when they are
collectible within the current period or scon enough theredafter to pay liabilities of the current period.
Expenditures generally are recorded when a liabllity is incured, as under accrual accounting. However,
debt service expenditures are recorded only when payment is due. General capital asset acquisitions
are reported as expenditures in governmental funds. Issuance of long-term debt and acquisitions under
financed purchases and right-to-use lease liakilities are reported as other financing sources.

The City considers revenues available if they are collected within 40 days of the end of the current
period. Property taxes, sales taxes, franchise taxes. and interest associated with the current period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
pericd. Other receipts and other taxes become measurable and available when cash 1s received by
the govemment and are recognized as revenue at that time. Generdlly, the effect of interfund activity
has been eliminated from the govemment- wide financial statements.
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F. Assels, Liabilities, Deferred Qulflows/Inflows of Rescurces, and Net Position/Fund Balance

I. Cash and Cash Equivalents

The City's cash and cash equivalents are considered to be cash on hand, demand depaosits, balances
in local government investment pocls, and short-term investments with original maturities of three
months or less from the date of acquisition. For the purpose of the statement of cash flows, the
proprietary fund types consider temporary investments with maturity of three months or less when
purchased to be cash equivalents.

The City maintains pocled cash and investment accounts. Each fund whose monies are deposited in
the pooled cash and investment accounts has equity therein, and interest eamed on the investment of
these monies is allocated based upon relative equity at the previous month end.

2. Investments

Investments, with certain exceptions, are reported at fair value. The exceptions are investments in
external investment pools and neonparficipating interest earning contracts, such as cerificates of
deposit, which are reported at amortized cost and a cost-based measure, respectively.

The City has adopted a written investment policy regarding the investment of its funds as defined in the
Public Funds Investment Act, Chapter 2256, Texas Government Code. In summary, the City is authorized
to invest in the following:

Direct obligations of the U.S. govemment, its agencies and instrumentalities
Cerfificates of deposit that meet certain criteria

Money market mutual funds that meet certain criteria

Local government investment pools

3. Receivables and Inferfund Transactions

Transactions between funds that are representative of lending/borowing arangements ocutstanding at
the end of the year are refered to as either “interfund receivables/payables” [i.e.. the current portion of
interfund loans) or "advances to/from other funds" fi.e., the noncumrent portion of interfund loans]. All
other cutstanding balances between funds are reported as "due toffrom other funds" in the fund
financial statements. If the transactions are between the primary government and its component unit,
these receivables and payables are classified as "due to/from component unit/primary govemment.™
Any residual balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as “intemal balances."

4. Invenlories and Prepaid iflems
Inventories are valued at cost using the first-inffirst-out (FIFO] method. The cost of such inventories s
recorded as expenditures/expenses when the related liability is incurred, (i.e., the purchase method).

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepdid items in both the government-wide and fund financial statements. The cost of prepald items s
recorded as expenditures/expenses when consumed rather than when purchased.

5. Capital Assefs

Capital assets, which include land and improvements, construction in progress, buildings and
improvements, machinery and eguipment. infrastructure [e.qg. roads, bridges, sidewalks, and similar
items], and water and sewer systems are reported in the applicable govemmental or business-type
activities columns In the government-wide financial statements. Capital assets are defined by the City
as assets with an initial, individual cost of more than $5.000, and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded af acquisition value at the date of donation.
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Major outlays for capital assets and improvements are capitalized as projects are constructed. The costs
of normal maintenance and repdairs that do not add to the value of the asset or materially extend
assels' lives are not capitalized.

Interest costs incured during the construction phase of capital assets of business-type activities
acguired with tax-exempt debt is included as part of the capitalized value of the assets constructed.

Land and improvements and construction in progress are not depreciated. Buildings and
improvements, machinery and equipment, infrastructure, and water and sewer systems of the primary
government are depreciated using the straight-line method over the following estimated useful lives:

Estimated

Asset Description Useful Life
Buildings 20 years
Water and sewer system 35 vears
Equipment 3-20 years
Streets 20 vears

6. Deferred Oulflows/inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred oulflows of resources,
represents a consumption of net assets that applies to a future period(s] and so will not be recognized
as an outflow of resources [expense/expenditure) until then. The City has the following items that qualify
for reporting in this category:

In the governmeni-wide and propriefary fund sfafements of net position:

¢ A deferred charge on refunding bonds results from the difference in the camying value of
refunded debt and its reacquisition price. This amount is defered and amortized over the shorter
of the life of the refunded or refunding debt.

¢ Deferred outflows related to net pension and other postemployment benefit liakilities result from
differences in projected and actual earnings on plan investments, expected and actual
economic experience, changes in actuarial assumptions and other inputs, and contributions
made subsequent to the measurement date of each plan. These activities are amortized over
the weighted average remaining service life of all participants in the respective gudlified
pension and OPEB plan, except for projected and actual earnings differences on investments,
which are amoerized on a closed basis over a 5Svyear period, and confribufions made
subsequent to the measurement date of each plan, which are recognized in the subsequent
fiscal year.

In addition to liakilities, the statement of financial position {or balance sheet) will semetimes report a
separate section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net assets (or fund balance] that applies to a future
perod(s) and so will not be recognized as an inflow of resources (revenue) until that fime. The City has
the following items that qualify for reporting in this category:

In the governmenial funds balance sheet:

¢ Unavailable revenues from property taxes and grants are deferred and recognized as an inflow
of resources in the period that the amounts become available.

¢ Related fo lessor arangements, lease revenue is deferred and recognized as revenue over the
ife of the lease term.
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In the governmeni-wide and propriefary fund sfafements of net position:

¢ Deferred inflows related o net pension and other postemployment benefit liakilities results from
differences in projected and actual earnings on plan investments, expected and actual
economic experience, changes in actuarial assumptions and other Inputs. These activities are
amortized over the weighted average remaining service life of all participants in the respective
quallified pension plan. except for projected and actual earnings differences on investments,
which are amortized on a closed basis over a 5-year period.

7. Compensaled Absences

The City maintains formal programs for vacation and sick leave. Eligible employees are granted
vacation pay benefits in varying amounts to specified maximums depending on tenure with the City.
The City's personnel policy permits its eligible employees to accumulate earned but unused vacation
pay benefits,

Compensation for accrued sick leave is paid upon separation up to maximum benefits in varying
amounts, depending on tenure with the City.

The estimated amount of accrued vacation and sick pay benefits that is expected to be liquidated
with expendable available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it upon maturity. Amounts of accrued vacation pay benefits that are
not expected to be liquidated with expendable avdailable financial resources are maintained
separately and represent a reconciling item between the fund and government-wide presentations.

8. leases

Lessee

The City is a lessee for noncancellable leases of property and eguipment. The City recognizes a lecse
lakility, reported with long-term debt, and a right-to-use lease asset [lease asset), reported with other
capital assets, in the government-wide and proprietary fund financial statements.

At the commencement of a lease, the City initially measures the lease liagbility at the present value of
payments expected to be made during the lease term. Subsequently, the lease liabkility is reduced by
the principal portion of lease payments made. The lease asset s initially measured as the initial amount
of the lease liability, adjusted for lease payments made at or before the lease commencement date,
plus certain initial direct costs. Subsequent, the lease asset is amaertized on a straight-ine basis over the
shorted of the lease term orits useful life.

Key estimates and judgments related to leases include how the Cilty determines (1) the discount rate if
uses to discount the expected lease payments to present value, [2) lease term, and (3] lease payments.

s  The City uses the interest rate charged by the lessor as the discount rate. When the interest rate
charged by the lessor is not provided, the City generally uses its estimated incremental
borowing rate as the discount rate for leases.

s The lease term includes the noencancellable pericd of the lease.

¢ Lease payments included in the measurement of the lease liability are composed of fixed
payments, variable payments fixed in substance or that depend on an index or a rate, purchase
opticn price that the City is reasonably certain to exercise, lease incentives receivable from the
lessor, and any other payments that are reasonably certain of being required based on an
assessment of all relevant factors

The City monitors changes in circumstances that would require a remeasurement of its leases and will

remeasure the lease asset and liakility if certain changes occur that are expected to significantly affect
the amount of the lease liability.
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Lessor

The City is a lessor for noncancellable leases of property and equipment. The City recognizes a lecise
receivable and a defered inflow of resources in the government-wide and governmental fund financial
statements.

At the commencement of a lease, the City initially measures the lease receivable at the present value
of payments expected to be received during the lease term. Subsequently, the lease receivable is
recluced by the principal portion of lease payments received. The deferred inflow of resources is initially
measured as the initial amount of the lease receivable, adjusted for lease payments received at or
before the lease commencement date. Subsequently, the deferred inflow of resources is recognized as
revenue over the life of the lease term.

Key estimates and judgments related to leases include how the City determines (1] the discount rate it
uses to discount the expected lease receipts to present value, (2) lease term, and (3] lease receipts.

¢ The City uses its estimated incremental borrowing rate as the discount rate for leases.
¢ The lease term includes the noncancellable period of the lease.

s lLease payments included in the measurement of the lease receivable are composed of fixed
payments from the lessee, variable payments from the lessee that are fixed in substance or that
depend on an index or a rate, residual value guarantee payments from the lessee that are fixed
in substance, and any lease incentives that are payable to the lessee.

The City monitors changes in circumstances that would require a remeasurement of its leases and will
remeasure the lease receivable and deferred inflows of resources if certain changes occur that are
expected to significantly affect the amount of the lease receivable.

9. Long-Term Obligations

The government-wide financial statements and proprietary fund type fund financial statements report
long-term debt and other long-term liabilities in the applicable governmental activities, business-type
activities, or proprietary fund type statement of net position. Bond premiums and discounts are
amoeriized over the life of the bonds using the effective interest method, if material. Bonds payable are
reported net of the applicable bond premiums or discounts.

The fund financial statements report bond premiums and discounts 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 reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Long-term debt is recognized as a liability of a govemmental fund when due, or when resources have
been accumulated in the debt service fund for payment early in the following year. For other long-term
cobligations, only that portion expected o be paid from expendable available financial resources is
reported as a fund liagkility of a governmental fund. Long-term liakilities expected to be paid from
proprietary fund cperaticns are accounted for in those funds.

Assets acquired under the terms of a finance purchase or lease obligation are recorded as liabilities
and capitalized in the government-wide financial statements at the present value of net minimum lease
payments at inception of the lease. In the vear of acquisition, finance purchase and lease obligation
transactions are recorded as other financing socurces and as capital outlay expenditures in the
applicable fund. Lease payments representing both principal and interest are recorded as expenditures
in the general fund upon payment with an appropriate reduction of principal receorded in the
govemment-wide financial statements.
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10. Pensions

For purposes of measuring the net pension labkility, deferred outflows of resources and defermred inflows
of resources related to pensions, and pension expense, information about the Fiduciary Net Position of
the Texas Municipal Retirement System [TMRS) and additions to/deductions from TMRS's Fiduciary Net
Position have been determined on the same basis as they are reported by TMRS. For this purpose, plan
contributions are recognized in the period that compensation is reported for the employee. which s
when contributions are legally due. Benefit payments and refunds are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

11. Other Postemployment Benefits (OPEB)

The City offers one OPEB plan, a defined benefit group-term life insurance plan known as the
Supplemental Death Benefits Fund ["SDBF"} administered by TMRS. Total OPEB liakility, deferred cutflows
of resources and deferred inflows of resources related to total OPEB liakility, and total OPEB expense
have been determined on the same basis as they are reported by TMRS. For this purpose, plan
contributions are recognized in the period that compensation is reported for the employee, which is
when contributions are legally due. Benefit payments and refunds are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

12. Nef Position Flow Assumptions

Sometimes the City will fund oullays for a particular purpose from both restricted {e.q., restricted bond
or grant proceeds] and unrestricted rescurces. In order to cdalculate the amounts to report as
restricted — net position and unrestricted — net position in the govemment-wide and proprietary fund
financial statements, a flow assumption must be made about the corder in which the resources are
considered to be applied. It s the City's policy to consider restricted — net paosition to have been
depleted before unrestricted - net position is applied.

13. Fund Balance Flow Assumplions

Sometimes the City will fund cutlays for a particular purpose from both restricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). In order to calculate the
amounts to report as restricted, committed, assigned, and unassigned fund balance in the
govemmental fund financial statements, a flow assumption must be made about the order in which the
resources are considered to be applied. It is the City's policy to consider restricted fund balance to
have been depleted before using any of the components of unrestricted fund balance. Further, when
the components of unrestricted fund balance can be used for the same purpose, committed fund
balance is depleted first, followed by assigned fund balance. Unassigned fund balance is applied last.

14. Fund Balance Policies

Fund balance of govemmental funds is reported in various categories based on the nature of any
IImitations requiring the use of resources for specific purposes. The City itself can establish limitations on
the use of resources through either a commitment {committed fund balance} or an assignment
[assigned fund balance). The City reports the following classifications of fund balance:

Nonspendable fund balance - includes amounts that are not In spendable form or are legally or
contractually required to be maintained intact.

Restricted fund balance - includes amounts that have external constraints imposed upon the use of the

resources by creditors, grantors, contributors, laws or regulations of other govemments or imposed by
law through constitutional provisions or enabling legislation.
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Committed fund balance - includes amounts that can be used enly for the specific purposes pursuant
to constraints imposed by a formal acticon of the City's highest level of decision-making authority. The
City Council is the highest level of decision-making authority for the City that can, by approval of a
resolution pricr to the end of the fiscal year, commit fund balance. Once approved, the limitation
imposed by the resolution remains in place until a similar action is taken {the approval of anocther
resclution) to remove or revise the limitation.

Assigned fund balance - includes amounts that are intended to be used by the City for specific
purposes but do not meet the criteria to be classified as committed. The City Council has, by resolution,
authorized the City's Finance Director to assign fund balance to a specific purpose as approved by the
City's fund balance policy. Unlike commitments, assignments generally only exist temporarily. In other
words, an additional acticn deoes not normally have to be taken for the removal of an assignment.
Conversely, as discussed above, an additional action is essentfial to either remaove or revise a
commitment.

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

15. Estimales

The preparation of financial statements in conformity with generally accepted accounting principles
reguires management to make estimates and assumptions that affect the reported amounts of assets
and ligkilities and deferred outflows and inflows of rescurces, and the disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenditures/expenses during the reporting period. Actual results could differ from those estimates.

G. Revenves and Expenditures/Expenses

1. Program Revenues

Amounts reported as program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function or segment and
2] grants and contributions {including special assessments) that are restricted to meeting the
operational or capital reqguirements of a parlicular function or segment. All taxes, including those
dedicated for specific purposes, and other internally dedicated resources are reported as general
revenues rather than as program revenues.

2. Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for dll redl
and business persenal property in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the vear in
which imposed. Penalties are calculated after February 1 up to the date collected by the government
at the rate of 6% for the first month and increased 1% per month up to a total of 12%. Interest is
calculated after February 1 at the rate of 1% per month up to the date collected by the government.
Under state law, property taxes levied on real property constitute a lien on the redl property which
cannot be forgiven without specific approval of the State Legislature. The lien expires at the end of
twenty years. Taxes levied on personal property can be deemed uncollectible by the City.
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Propriefary Funds Qperating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operafing revenues and expenses from nonoperafing items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing coperations. The principal operating revenues of
the dtility fund is charges to customers for sales and services. The utility fund also recognizes as operating
revenue the portion of tap fees intended to recover the cost of connecting new customers to the
system. Operaling expenses for the utility fund includes the operating cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.

H. GASB Pronouncements implemented by the City

GASB Statement No. 87, Leases. This Statement was issued in June 2017 and increases the usefulnass of
governmental financial statements by reguiring recognition of certain lease assets and liabkilities for
leases that previously were classified as operating leases and recognized as inflows of resources or
outflows of rescurces based on the payment provisions of the contract. The requirements of this
Statement were effective for reporting periods beginning after June 15 2021. The City has
implemented this Statement in fiscal year 2022,

Note 2. Stewardship, Compliance and Accountability

Budgetary Information
Annual budgets are adopted on a basis consistent with generally accepted accounting principles
[GAAP] for the General, Debt Service, Grant and Utility Funds. The original budget is adopted by the
City Council prior to the beginning of the year. The legal level of control is defined at the fund level. No
funds can be transferred or added to a budgeted fund without Council approval. Appropriations lapse
at the end of the year.

Budgetary Variances
Expenditures exceeded appropriations during fiscal year 2022 in the following funds/functicns:

¢ General Fund
o General government ($957,345)
= Grant Fund
o Public safety [$13,497)
¢ Park Development Fund
o Culture and recreation ($164,601)

Note 3. Deposits and Investments

Deposits — State statutes require that all deposits be fully collateralized by U.S. Government obligations
or obligations of Texas and its agencies that have a market value of not less than the principal amount
of the deposits. The City's demand deposits and cerificates of deposit were fully insured or
collateralized at September 30, 2022, with collateral required by state statutes. At vear-end, the canrving
amount of the City's deposits {including component units and fiduciary funds) was $71,828.907 and the
bank balance was $71.989.833. Of the bank balance, federal depository insurance covered $250,000
and the remainder was covered by collateral held by the pledging financial institution's agent in the
City's name.
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Cash and cash equivalents as of September 30, 2022 consist of and are classified in the accompanying
financial statements as follows:

Statement of net posifion:

Primary government:

Cash and cash equivalents % 30,747 096
Restricted cash and cash equivalents 52,247,670
Total primary government 82,994,766

Fiduciary Fund:
Cash and cash equivalents 2,183,378

Component units:

Cash and cash equivalents 2,413,819
Total cash and investments } 24,5%1,963
Cash on hand $ 2,000
Deposits with financial instituticn 71,828,907
Investment pools f money market 22,761,056
Total cash and investiments $ 94,591,263

As of September 30, 2022, the City had the following investments:

W eighted
Average Maturity

Value {Years)

Texas CLASS $ 1,869,287 0.084%

TexPool 19.662,818 0.0658
Certificates of deposit 4,000,000
Money market accounts 1,228,951
Total $ 26,761,056

Interest rate risk

Interest rate risk is the risk that changes in interest rates may adversely affect the value of an investment.
The City structures its investment portfolio so that securifies mature to meet cash requirements for
ongoing operations, and monitors interest rate risk using weighted average maturity analysis. In
accordance with its investment policy, the City manages its exposure to declines in fair values by
limiting the weighted average maturity of its investment portfolic as a whole to no more than 365 days.
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Credit risk

The City's policy requires that investments are limited to only certain instruments that are authorized by
the Public Funds Investment Act. Further specifications are that external investment pools must be rated
no lower than "AAA" or an eqguivalent rating by at least one nationally recognized rating service, United
States Treasury and agency investments are guaranteed (either express or implied) and backed by the
full faith and credit of the United States or its respective agencies, and certificates of deposit are
guaranteed or insured by the Federal Deposit Insurance Corporation (FDIC) or fully collateralized under
an approved pledge agreement.

As of September 30, 2022, the City's investment in TexPool was rated "AAAM” by Standard & Pocr's. The
certificates of deposit are unrated but were fully collateralized.

Custodial credit risk — deposits

In the case of deposits, this is the risk that in the event of a bank fdilure, the City's depaosits may not be
returned. The City's investment policy requires funds on deposit at the depositery bank to be
collateralized by securities, 1o the extent the deposits exceed FDIC coverage. As of Septembser 30, 2022,
the combined values of pledged securities and FDIC coverage exceeded bank balances for the City.

Custodial credit risk — investments

For an investment, this is the risk that, in the event of the failure of the counterparty, the City will not be
able to recover the value of its investments or collateral securities that are in the possession of an
outside party. The City's investment policy requires that custody of securities is maintained at financial
institutions, avoiding physical possession, and that securities owned by the City shall be held in the City's
account.

Concentration of credit risk

The risk is the risk of loss attributed to the magnitude of a City's investment in a single issuer. The City's
investment policy specifies undue concenfrations of assets in a specific maturity sector shall be
avoided.

The City's investments are stated at fair value, with cerfain exceptions described below. The City
categorizes its fair value measurements within the fair value hierarchy established by GASB Statement
No. 72, Fair Value Measurement and Application, which provides a framework for measuring fair value
and establishes a three-level fair value hierarchy that describes the inputs that are used to measure
assets and liakilities.

+  Level 1 Inputs are quoted prices [unadjusted) for identical assets or liabilities In active markets
that a govemment can access at the measurement date.

+  Level 2 inputs are inputs, other than quoted prices within Level 1 that are observabkle for an asset
or liakility, either directly or indirectly.

« Level 3inputs are unobservable inputs for an asset or liakility.

The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest pricrity to Level 3 inputs,
If a price for an identical asset or liability is not cbservable. a government should measure fair value
using another valuation technique that maximizes the use of relevant observable inputs and minimizes
the use of uncbservable inputs. If the fair value of an asset or a liahility s measured using Inputs frem
more than one level of the fair value hierarchy, the measurement is considlered to be based on the
lowest priority level input that is significant to the entire measurement.
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Certain investments are not reguired to be measured at fair value; these include its investment in the
TexPool external investment pool, which s measured at amorized cost and is included in cash
equivalents, and its investments in cerificates of deposit. which are measured based on cost. These
instruments are exempt from categorization within the fair value hierarchy.

TexPool

TexPool is a local govemment investment pool, duly chartered and overseen by the State Comptroller's
Office, and administered and managed by Federated Investors, Inc. State Street Bank serves as the
custodial bank. TexPool's investment portfolic consists of U.S. Government securities; collateralized
repurchase and reverse repurchase agreements; and AAA-rated money market mutual funds. The
pool's investments are highly rated by nationally recognized statistical rating organizations, have no
more than five percent concentrated in one issuer (excluding U.S. government securities), and are
sufficiently liquid to meet reasonably foreseeable redemptions.

TexPool fransacts at a net asset value of $1.00 per share. and maintains a weighted average maturity of
60 days or less and a weighted average life of 120 days or less. TexPool has a redemption notice period
of one day and investors may redeem daily. TexPools authority may only impose restrictions on
redemptions in the event of a generdl suspension of frading on major securities markets, general
banking moratorium, or national state of emergency that affects TexPool's liguidity.

Note 4. Receivables

The following comprise receivable balances of the primary government as of September 30, 2022:

Capital Debt Service PID Capital
General Prajects Fund Projects Grant Fund Utility Fund Total
Property taxes 3 85995 3 - % 22,204 % - % - % - % 108,199
Sales taxes 492,646 - - - 692,444
Accounts 233,174 - - - 1,612 2,790,497 3,025,283
Interest 4,500 - - 10,941 - 20877 38,320
Intergovernmental - 41,394 - - - - 41,374
Lease receivabkle 511,279 - - - - - 511,279
Less: Allowance - - - - - 1384 434) 1384 434}
Totals 31,529,594 3 41,394 3 22,204 3 10,941 3 1,612 3 2426942 3 4,032,489
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Note 5. Capital Assets

The following is a summary of changes in capital assets for governmental activities for the year ended

September 30, 2022;

Gavernmental activities:
Capital assets, not being depreciatedfamertized:
Land
Canstructionin prograss

Total capital assets, not being
depreciated/amartized

Capital assets, being depreciated/amortized:
Park imgrovemeants
Buildings
Furniture and fixtures
Streets and drainage
tAachinery and equipment
Right-te-use leased assets - vehiclas

Total capital assets being depreciated/amortized

Less acoumulated deprecigtion/amortization for:
Park imgrovemeants
Buildings
Furniture and fixtures
Streets and drainage
tAachinery and equipment
Right-to-use leased assets - wvehicles

Toetal accumulated depreciationfamertization

Total capital assets being depreciatedfamertized, net

Governmental activities capital assets, net

Depreciation expense was charged to govemmental functions as follows:

Governmental activities:
General government
Culture and recreation
Community services

Public safety
Public works

Total depreciation/ameortization expense -
governmental actlivilies

Beginning Adjustments § Ending

Balance Additions Cispasitions Transfars Balance
3 a978343 3 1619125 3 - 3 § 5557448
364,812,195 15,065,254 - 51,877,449
40,790,538 16,684,379 - 57,474,917
5,185,471 - - 6,185,471
1,542,755 - 1,542,758
339110 - - 33,911
47,358,810 8,977,440 - 76,336,250
4570077 238,863 - 4,808,940
- 1,541,966 - 1,541,966
79,691,027 10,758,269 - 20,447,296
2,945,005 319,724 - 3,265,729
741,430 75,411 - 820,841
28,500 714 - 29,214
17,039,095 3,607,912 - 20,647,007
2,863,823 515,433 - 3,379,256
- 71,018 - 671,018
23,618,853 5194212 - 28,813,065
56,072,174 5,564,057 - 61,636,231
3 F4862712 3 22,248,438 3 - 3 3 w1114
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The following is a summary of changes in capital assets for business-type activities for the year ended
September 30, 2022:

Beginning Adjustrments / Ending
Balance Additions Cispositions Transfers Balance
Businesstype activities:
Capital assets, not being depre cigted/amortized:
Land ¥ 1,260,143 % 100,000 ¥ - % - % 1,380,143
Corstruction in progreass 1,559,197 5053835 - - 6,613,052
Total capital assets, not keing
depreciated/amaortized 2,819,340 5.153,855 - - 773195
Caopital assets, being depreciated/amortized:
Furniture and fixtures 5,420 - - - 5,620
Buildings and improvements 484,244 - - - ABA 244
tAachinery and equipment 2,370,388 362,064 - - 2732432
Right-to-use leased assats - vehicles - 305,573 - - 305,573
W ater treatment systemn 23,178,054 1,918,345 - - 25,094,399
GTUA water improvements 17,189,179 - - - 17,182,179
GTUA sewer improvements P3N THE - - - FIFTVE
Water and sewer systemn 38,437,907 2207544 - - 40,645,451
Total capital asiets being depreciated/amaortized 52,407,148 4,793,524 - - B7.400,694
Less accurmulated depreciatien/amartization for:
Furniture and fixtures 5,620 - - - 5,620
Buildings and improvements 247,423 25,533 - - 290954
tAachinery and equipment 1,847,203 109,343 - - 1556545
Right-to-use lesed assets - vehicles - 180,587 - - 180,587
W ater treatment systemn 5,022,945 711,073 - - 5,734,038
GTUA water improvements 5,610,670 S09.895 - - 6,120,585
GTUA sewer improvements 200,784 27964 - - 528752
W ater and sewer systemn 3,312,780 1,294,755 - - 10,109,535
Total occumulated depreciationf/amartization 22,367 447 2,881,152 - - 25228619
Toetal capital assets being depreciated/amaortized, net 40,239,701 1,932,374 - - 42172075
Business-type aclivilies capital assets, net ¥ 63,059.041 3 7088229 ¥ - % - 3 700145270

Depreciation expense was charged o business-type functlions as follows:;

Water and sewer $ 2861152

Totlal depreciation/amorfization expense -
business-type acflivities $  2.861.152
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The following is a summary of changes in capital assets for component units for the yvear ended

September 30, 2022:

Beginning Ending
Balonce Additions Dispositions Balance
Community Development Corperation:
Capital assets, not being depreciated:
Land $ 2757504 $ [(2757904) % - % -
Total capital assets, not being depreciated 2757204 (2,757 204) - -
Community Development Corporalion capital assets, net $ 2757904 3} (2757704 % - ] -
Bedginning Erdling
Balance Additions Dispositions Balance
Ecoromic Development Corperation:
Capital assets, not being depreciated:
Land $ 90,246 % [50,000) $ - 3 40,346
Total capital assets, not being depreciated 90,344 [50,000) - 40,346
Depreciakle assets:
Buildlings and improvements 346,589 - - 366,587
Furriture and fixtures 13,871 - - 13,871
Total depreciable assets 380,460 - - 380,440
Less accumulated depreciation for:
Buildings and improvements 166,621 18,4560 - 185,081
Furriture and fixtures 6,566 1,391 - 7957
Totdl accumulated depreciation 173,187 19,851 - 193,038
Totd depreciable assets, net 207,273 [19,851) - 187,422
Economic Development Corporation capital assets, net % 297,619 ] [69.851) % - ] 227,768
Beginning Endling
Balance Additions Dispositions Balance
Heusing Finance Corporation:
Capital assets, not being depreciated:
Land $ - 3 1,443,404 $ - 3 1.443.404
Total capital assets, not being depreciated - 1,443,404 - 1,443,404
Housing Finance Corporafion capital assets, net % - $ 1,443,404 b3 - $ 1,443,404
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Remaining commitments under related construction contracts for general government and utility
construction projects at vear end were as follows:

Approved Stored and
Opinion Construction Completed Remdaining

Projects Unit Budget To Date Commitment
Sherley Park Improvements General government ] 787,838 % 432,625 % 355,213
Johrson Fark Improvements General government 425,000 48%,314 135,686
City Hall /Municipal Complex General government 30,910,000 30,772,558 137,442
Ferguson Parkwary General government 2,092,188 380,083 1,712,105
Rosamond Farkway Extension General government 7771929 1,797,782 5974147
Hackberry Drive Reconstruction Generdl gavernment 1,460,000 197,625 1,262,375
Aericl/Ladder Fire Truck General government 1,640,000 1,619,569 40,031
Community Lilbrary General government 22,010,000 416,883 21,593,117
Fire StationMo. 2 General government 11,000,000 11,645 10,288,355
Skate Park General government 1,982,125 - 1,982,125
Foster Crossing Road General government ?89,065 89,065 -
Taor Boulevard General government 1,229,860 181,359 1,048,501
Hurricane Creek PID - MIA General government 2,408,234 2,082,377 325,857
Hurricane Creek PID - 1A #1 General government 6,474,557 6,432,227 42,330
Sherley Tract - MIA General government 2,259,650 1,009,812 1,249,838
Sherley Tract - 1A #1 General government 11.664,656 5,060,020 5,604,634
US 75 Utility Relocation - Phase 2 General government 128,058 107 064 20,594
East Fork Regions Sewer Utility 954857 764,648 190,209
Cak Ridge Sewer Utility &£3,730 35,273 28,457
Throckmaortion Cregk Trunk Sewer Expansion Utility 335,732 210,041 125,691
State Highway 5 Utility Relocation Utility 338,692 163,107 175,585
Collin Pump Station Upgrade Utility 3616213 7295955 2,885,258
Slayter Cresk Park Improvements General government 5,804,567 74,534 5,729,633
Bryant Park Improvements General government 864,000 113,857 750,143
Community Recreation Center General government 15,580,000 - 15,580,000
Hurricane Creek Regional W WTP Utility 85,000,000 2,451,542 82,548,458
Tolal 3 2180109351 $ 56,523785 $ 161,487.186

The remaining commitments above will be primarily financed through completion of construction with
the resources of the capital projects funds, supplemented by the general fund and issuance of debt, as

needed.
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Note 6. Long-term Liabilities

The following is a summary of changes in the City's total long-term liabilities for the year ended
September 30, 2022. In general, the City uses the general and debt service funds to liquidate

governmental leng-term liabilities.

Governmeantal activities:
Bonds, notes and other payvables:

General obligation konds
Certificates of obligation
Combination tax and revenue refunding konds
Financed purchases
Right-ta-use lease liability
Unamertized premiums

Tetal bonds, notes and other payables, net

Crther liabilities:
Compensated absences
Met pension liability
Total other postemployment benefit liakility

Total governmental activities

Business-type activities:
Bonds, notes and other payvables:
Contract revenue bonds
TWDB participation agreement

Combinationtax and revenue certificates of ebligation

Combinationtaox and revenue refunding bonds
Financed purchases

Right-to-use lease ligkility

Unamertized prermiurms [discounts)

Total bonds, note: and other payables, net

Crther liabilities:
Compensated absences
Met pension liability
Total other postemployment benefit liakility

Total business-type aclivilies

Componeant Units - COC:
Bonds, notes and other payvables:
Sales tax revenues bonds

Crther liabilities:
Compensated absences
Met pension liability
Total other postemployment benefit liakility

Total component unils

Amounts
Beginning Ending Due Within
Balance Additiaons Reductions Balance One Year
§ 9494000 3 - 3 [281,000) $  %,243.000 3 272,000
30,425,000 - [215,000) 30,210,000 215,000
375,000 - {40,000) 335,000 35,000
345,080 - {44,001) 302,059 45,700
- 1,541,986 [646,704) 895,242 -
2,098,685 - [117,706) 1,980,979 -
42,738,745 1,541,956 (13144770 42,946,300 567,700
407,398 941,673 [276,340) 1,074,731 -
837,502 - [247,744) 569,758 -
108,822 21,620 - 130,442 -
3 44,094,467 F 2505259 % 11.858,495) F 44,741,231 3 547,700
Amounts
Beginning Ending Due Within
Balance Additians Reductions Balance One Year
F 2858333 3 - % [299,583) F  2.585B750 3 320,000
2,148,750 - - 2,168,750 -
6,605,000 - {50,000) 6,515,000 100,000
&,925,000 - [435,000) 4,290,000 &54,000
1228121 - [171,470) 1,054,431 173,783
- 305,573 [175%31) 129,442 -
1,159,439 - [138,253) 1,021,176 -
20,744,443 305,573 {1.510,257) 19,739,949 1,247,783
100,438 169,875 [43,793) 224,520 -
225,481 - [112,728) 112753 -
29,278 - (3.424) 25814 -
$ 21,299,840 3 475,448 $ (1.470,272) % 20,105036 F 1,247,783
Amounts
Beginning Ending Due Within
Balance Additians Reductions Balance One Year
F  £,645000 3 - % [140,000) F 2485000 3 100,000
13,958 18,204 19, 183) 28979 -
10,737 @.885 20,402 -
1.3%5 3,322 - 4717 -
3 2471070 3 31,391 3 [1ag183) % 2533298 3 100,000
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Long-term liabilities applicable to the City's governmental activities are not due and payable in the
current period and, accordingly. are not reported as fund liahilities in the governmental funds. The
governmental activities compensated absences, OPEB liability, and net pension liability are generally
iquidated by the general fund. Interest on long-term debt is not accrued in governmental funds, but
rather is recognized as an expenditure when due.

Long-term debt at vear end was comprised of the following debt issues:

Interest
Description Rates Balance
Covernmental activities:
General chligation refunding bonds
Series 20148 0.30-240% 3 833,000
Series 2021 2.00-5.00 % 8,410,000
Total general cbligation bonds 2,243,000
Certificates of obligation
Series 2018 3.00-400% 30,210,000
Total certificates of obligation 30,210,000
Combinationtax and revenues refunding bonds
Series 2017 2.00-400% 335,000
Total certificates of obligation 335,000
Financed purchases
2018 Pierce Enforcer 3.85% 302,057
Total financed purchases 302,059
Total gevernmental activities long-term debt $ 40,090,059
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Interest
Description Rates Balance
Busingss-Type aclivities:
Contract revenus and revenue refunding bonds
Serigs 2006 GTUA Contract Revenue Bonds {12 &15) 2.95-375% $ 555.000
2007 GTUA Contract 295-410% 200,000
CGMA Pipeling Project Phase | 229-574% 270.000
CGtAA Pipelineg Project Phase I 2.67-562% B33,750
Total contract revenue and revenue refunding bonds 2,558,750
TW DB state participation agreement
CGMA Pipeline Project Phase | 5.68-583% 2,168,750
Total TW DB state participation agreement 2,168,750
Combinationtax & revenue certificates of obligation
Series 2014 200-2465% 3,655,000
Series 2021 2.00-500% 2,860,000
Total combination tax & revenue certificates of obligation 6,515,000
Combination tax and revenue refunding bonds
Series 2014A 211% 1,260,000
Series 2017 2.00-400% 5,030,000
Total combination tax and revenue refunding bbands 4,290,000
Financed purchases
2017 At Meters 2.00% 703,147
2021 Sewer Cleaner Truck 3.73% 353.484
Total financed purchases 1,084,631
Total business-type aclivilies long-term debt $ 18,589,135
Component units:
Sales Tax Revenue Bonds
CDC - Sales Tax Revenus Bonds - Series 20128 3.30% $ 1.185000
CDC - Sales Tax Revenue Bonds - Series 2014 1.9% - 4.5% 1,300,000
Total CDC long-term debt 3 2485000
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The annual requirements to ameortize general obligation bonds, certificates of cbligation outstanding,
and sales tax revenue bonds at year end were as follows:

Governmental Activities

Year Ending GO Bonds COBonds Combination Tax and Revenue
September 30, Principal Intergst Principal Intergst Principal Interest
2023 % 272,000 k3 284,159 % 215,000 k3 1,242,950 % 35,000 k3 12,700
2024 493,000 270817 235,000 1,233,950 33,000 11,300
2025 529,000 250,384 240,000 1,224,450 25,000 10,100
2026 549,000 229,488 250,000 1,214,650 25,000 9,100
2027 1,500,000 202,750 3,885,000 5,662,875 215,000 12,500
2028-2032 1,755,000 555,750 6,605,000 4,438,100 - -
2033-2037 1,965,000 345,200 7,110,000 3,032,000 - -
2038-2042 2,180,000 124,650 7,995,000 1,559,900 - -
2043-2047 3,675,000 148,500 - -
2048 - - - - - -
Totals % 9,243,000 k3 2,243,700 $ 30,210,000 £ 19757375 % 335,000 k3 55,700

Business-type Activities

Yeaor Ending TW DB State Participation CombinationTax and Revenue
Contract Revenue Bonds Agreement Certificates of Okligation
September 30, Principal Interest Principal Interest Principal Interest

2023 % 320,000 % 118,495 % - % 125,206 % 100,000 % 265,837
2024 332,500 105,503 - 125,206 135,000 261,212
2025 353,000 91,820 - 125,206 165,000 257,013
2024 378,750 74,877 95,000 125,206 340,000 248,200
2027 708,750 227,781 562,500 538,167 3,640,000 535,454

2028-2032 463,750 48,107 745,000 354,734 2,135,000 107,338

2032-2037 - - 766,250 114,670 - -
Totals ¥ 2,358,750 % 638,586 % 2,168,750 % 1,210,415 ¥ 5,513,000 % 1875756

Year Ending Combination Tax and Reverue

September 30, Principal Interest

2023 % 654,000 % 232,313
2024 649,000 208,528
2025 645,000 184,452
2026 492,000 163,176
2027 2,550,000 544,800

2028-2032 1,200,000 52,000
Tofals ¥ 5,290,000 % 1,385,269
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Year Ending Combination Tax and Revenue
September 30, Principal Interest
2023 % 100,000 % 23,865
2024 115,000 20,278
2025 135,000 86,013
2026 150,000 81,050
2027 1,065,000 303,708
2028-2032 780,000 105,203
2033-2037 140,000 3,150
Totals $ 2485000 % 763,467

Total matured and unmatured bonds outstanding related to special assessment and special tax districts
are $23,101,000 at September 30, 2022, The City acts as an agent for the property owners in collecting
special assessments, forwarding the collections to bondholders and initiating foreclosure proceedings.
when appropriate. The City is not liable for repayment of the special district bonds, and accordingly,
they are not reflected In accompanying basic financial statements. Cash held on deposit and
comesponding amounts payable for the districts are reported in the Public Improvement District
Custodial Fund.

Contractual Obligations with Greater Texoma Utility Authority

Under the terms of long term water supply and sewer service contracts between the City and Greater
Texoma Utility Authority {GTUA), the City recognizes that GTUA has an undivided ownership interest in
the City's water system and sewer callection and treatment facility equivalent to the percentage of the
total cost of the facility provided by GTUA through the issuance of GTUA bonds.

The City has a contractual obligation to make payments specified by the contract to GTUA to pay the
principal and interest on the bonds, maintain a Reserve Fund for the security and payment of bonds
similarly secured, pay the administrative and overhead expenses of GTUA directly attributable to the
bonds, and pay any extraordinary expenses incurred by GTUA in connection with the bonds. Under
terms of the contracts the City's obligation to make payments to GTUA, as well as GTUA's ownership
interest in the facilities terminates, when all of GTUA's bonds issued in connection with construction of
the facilities have been paid in full, are retired, and are no longer outstanding.

Collin Grayson Municipal Alliance Transmission Wafter Pipeline

In 2004, the City, dlong with the City of Van Alstyne, Howe, and Melissa, formed a group called the
Collin Grayson Municipal Allance {"CGMA"). CGMA entered into a long-term contractual ckligation
with GTUA for the purpose of providing funds for the construction of a transmission water pipeline that
will provide water to CGMA cities. The cost of the pipeline is being funded in four phases.
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Each CMGA city was required to make payments to GTUA in an amount equivalent to 25% of the total
obligation to cover their portion of the cost of the obligation until the pipeline project was completed.
As water contfinues to flow to each CGMA city, the City shall be charged it's percentage or fraction
share of debt service on the obkligation based upon the amount of water to be paid by the City under
its water contract (i.e. the greater of its minimum take-or-pay amount or the actual amount of water
taken] divided by the total amount of water to be paid by all CGMA cities. The sum of the four [4)
fractional amounts shall always eqgual 100% of the debt service on the confractual obligation with
GTUA. The biling rates for each City will be calculated to provide funds necessary to cover the
contractual obligation, interest, repairs, maintenance, and production costs.

At the end of the contractual obligation with GTUA, the City will own an undivided interest in the
tfransmission water pipeline based on the percentage of water it utiized and paid for during the
contract term. The contract will expire and the transfer of ownership will occur during the fiscal year
ended September 30, 2040, as long as no new debt is issued.

Financed Purchases

On Octobker 9, 2018, the City entered into a lease agreement as lessee for financing the acquisition of a
fire apparatus which is payable from the general fund. This lease agreement qudlifies as a financed
purchase for accounting purposes and, therefore, has been recorded at the present value of thelr
future minimum lease payments as of the inception date.

On November 28, 2014, the City entered into a financed purchase to finance the acquisition of water
meters which is payable from the utility fund.

The assets acquired through financed purchases as of September 30, 2022 are as follows:

Governmental Business-type
Activities Activities
Assets:
Fire apparatus $ 485048 $ -
W ater meters - 1,340,010
Sewer cleaner tfruck 441,360
Less: Accumulated depreciation (184,421} (666,252)
Total $ 300,647 $ 1,115,118
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The future minimum lease obligations and the net present value of these minimum lease payments as of
September 30, 2022 are as follows:

Year Endling Governmental Business-type
September 30, Activities Activities

2023 $ 57,349 $ 201,214

2024 57.349 201,214

2025 57.349 201,214

2026 57.349 201,214

2027-2028 114,698 355913

Total minimum future lease payments 344094 1.160.769
Less: amount representing interest {42,035) {104,138)
Present value of minimum lease payments 3 302,05% 3 1,056,631

Right-to-Use Lease Liability
The City has entered into multiple lease agreements as lessee. The leases allow the right-to-use vehicles
over the term of the lease. The Cily is required o make monthly payments at its incremental borowing

rate or the interest rate stated or implied within the leases.

The lease rate, term and ending lease liability are as follows:

Interest Liability at Lease Term Ending
Rate Commencement in Years Balance

Governmental actlivities

Vehicles Various $ 1,541,266 5 $ 895,262
Total governmental acflivites S 895,262
Business-type aclivites

Vehicles Various 3 305,573 5 3 129,642
Total business-type activites $ 129,642
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The future principal and interest lease payments as of fiscal year end are as follows:

Fiscal Year Governmental Business-Type
Ending Activities Activities
2023 % 343,560 % 64,027
2024 270927 38,842
2025 212,309 23,861
2024 154,867 17,108
2027 84,881 11,442
Tetal minimum lease payments 1,088,544 155,300
Less: amount representing interast [193,282) [25.658)

Present value of minimum
lease payments $ 895,262 $ 129,642

The value of the right-to-use leased assets as of the end of the current fiscal year was $1,541,9466 with
accumulated amortization $671.018 for the govemmental activities, and $305,573 with accumulated
depreciation of $180,587 for the business-type activities.

Note 7. Interfund Balances and Activity

1. Interfund Receivables and Payables

Interfund balances consist of short-term lending/borowing arangements that have resulted primarily
frem expenditures that are paid by one fund and then charged back to the appropriate other fund.
Additionally, some lending/borrowing may occur between two or more governmental funds due to
earned revenues not being received from outside agencies until the subsequent year. There were no
interfund balances as of September 30, 2022,

2. Inlerfund Transfers
Transfers between funds during the vear were as follows:

Transfers Out Transfers In Amounts
Road Capital Development Agreement Fund Capital Projects Fund % 200,000
MNaonmajor Funds Capital Projects Fund 92,407
MNanmajar Funds MNormajor Funds 3,021
Totals % 295,428

Transfers to the capital project fund were for the road project.
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Note 8 Other Information
A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assefts;
errors and omissions; and natural disasters for which the City parlicipates along with approximately 2,800
other entities in the Texas Municipal League's Intergovernmental Risk Pools [the "Pool’). The Pool
purchases commercial insurance at group rates for participants in the Pool. The City has no additional
risk or responsibility to the Pool outside of the payment of insurance premiums. The City has not
significantly reduced insurance coverage or had settlements that exceeded coverage amounts for the
past three vears.

Note 9. Defined Benefit Pension Plan

Plan Description

The City and three of its component units participate as one of 201 plans in the nontraditional, joint
contributory, hybrid defined benefit agent multiple-employer pension plan administered by the Texas
Municipal Retirement System (TMRS). TMRS, an agency created by the State of Texas and administered
in accordance with the TMRS Act, Subtitle G, Title 8. Texas Government Code [TMRS Act) is an agent
multiple-employer retirement system for municipal employees in the State of Texas. The TMRS Act places
the general administration and management of the System with o six-member Board of Trustees.
Although the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is not
fiscally dependent on the State of Texas., TMRS's defined benefit pension plan is a tax-qualified plan
under Section 401 {a] of the Internal Revenue Code. TMRS issues a publicly available annual
comprehensive financial report {ACFR] that can be obtained at www.tmrs.com.

All eligible employees of the City are required to participate in TMRS.

Benefits Provided
TMRS provides refirement, disability, and death benefits. Benefit provisions are adopted by the
goveming body of the City, within the options avdilable in the state statutes governing TMRS.

At refirement, the member's benefit is calculated based on the sum of the member's contributions with
interest, the city-financed monetary credits with interest, and their age at retirement and other actuarial
factors. The retiring member may select one of seven monthly benefit payment cptions. Members may
also choose to receive a portion of their benefit as a lump sum distrbution In an amount equal to 12,
24 or 36 monthly payments, which cannot exceed 75% of the total member contributions and interest.

The plan provisions are adopted by City were as follows:

2021 2020
Employee deposit rate 7.00% 7.00%
Matchingratio {City fo employesg) 2to1 2tol
Yedars required for vesting 5 5
Service requirement eligibility
{expresed as age/years of service) 60/5, 0720 60/5,0/20
Updated service credit 7 5% Repeating, 75% Repeating.
Transfers Transfers
Annuityincrease (toretirees) 70% of CPl Repeating  70% of CPI Repecating
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Employees Covered by Benefit Terms
At the December 31, 2021 valuation and measurement date, the following employees were covered by
the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 18
Inactive employvees entitled to but not vet receiving benefits &4
Active emplavess 129
Total 211

Contiibutions

Member contribution rates in TMRS are either 5%, 6% or 7% of the member's fotal compensation, and
the city matching ratios are either 1:1{1 to 1}, 1.5:1 (1 % to 1) or 2:1 [2 to 1}, both as adopted by the
goveming body of the city. Under the state law goveming TMRS, the contribution rate for each city is
determined annually by the actuary, using the Entry Age Normal (EAN] actuarial cost method. The city's
contribution rate is based on the liakilities created from the benefit plan options selected by the city
and any changes in benefits or actual experience over time.

Employees for the City were required to contribute 7% of their annual gross earnings during the fiscal
vear. The conftribution rates for the City were 14.09% and 13.57% in calendar vears 2021 and 2022,
respectively. The City's contributions to TMRS for the year ended September 30, 2022, were $1,240,283,
and were equal to the required contributions.

Net Pension Liability
The City's Net Pension Liability {NPL) was measured as of December 31, 2021, and the Total Pension
Liability {TPL} used to calculate the NPL was determined by an actuarial valuation as of that date.

Actuarial Assumptions
The total pension liakiity in the December 31, 2021 actuarial valuation was determined using the
following actuarial assumptions:

Inflation 2.5% per vear
Overall payroll growth 2.75% per year, adjusted down for population declines, if any
Investment rate of return 6.75%, net of pensicn plan investment expense, including inflation

Sdlary increases are based on a service-related table. Mertality rates for active members are based on
the PUB{10) mortality tables with the Public Safety table used for males and the General Employee table
used for females. Mortality rates for healthy retirees and beneficiares are based on the Gender-distinct
2019 Municipal Retirees of Texas mortality tables. The rates for actives, healthy retfirees and beneficiaries
are projected on a fully generational basis by Scale UMP to account for future mortdlity improvements.
For disabled annuitants, the same moertality tables for healthy retirees is used with a 4- year set-forward
for males and a 3-vear set-forward for females. In addition, a 3.5% and 3.0% minimum mortality rate is
applied, for males and females respectively, to reflect the Impairment for younger members who
become disabled. The rates are projected on a fully generational basis by Scale UMP to account for
future mortality improvements subject to the floor.
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The actuarial assumptions were developed primarily from the actuarial investigation of the experience
of TMRS over the fouryear period frem December 31, 2014 to December 31, 2018. They were adopted
in 2019 and first used in the December 31, 2019 actuarial valuation. The post-retirement mortality
assumption for Annuity Purchase Rates [(APRs) is based on the Mortdlity Experience Investigation Study
covering 2019 through 2011 and dated December 31, 2013, Plan assets are managed on a total return
basis with an emphasis on both capital appreciation as well as the production of income in order to
satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best estimate ranges of expected future real rates of return [expected returns,
net of pension plan investment expense and inflation) are developed for each mgjor asset class. These
ranges are combined to produce the long-term expected rate of retum by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation.

In determining their best estimate of a recommended investment return assumption under the various
alternative asset dllocation porifolios, GRS focused on the area between (1] arithmetic mean
[aggressive) without an adjustment for time (conservative) and [2) the gecmetric mean (conservative)
with an adjustment for time {aggressive]. The target dllocation and best estimates of real rates of return
for each major asset class in fiscal year 2022 are summarized in the following table:

Long-ferm
Expected Real
Target Rafte of Refurn
Asset Class Allocation [Arithmetic)

Glabal Equity 35.0% 7.55%
Core Fixed Income &.0% 2.00%
MNon-Core Fixed Income 20.0% 5.68%
Cther public and privatle markets 12.0% 7.22%
Real Estate 12.0% 5.8B5%
Hedge funds 5.0% 5.35%
Private Equity 10.0% 10.00%

Total 100.0%

Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The projection of cash flows
used to determine the discount rate assumed that member and employee contributions will be made
at the rates specified in statute. Based on that assumption, the pension plan’'s Fiduciary Net Position was
projected to be available 1o make all projected future benefit payments of cumrent active and inactive
members. Therefore, the long-term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the Total Pension Liability.
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Changes in Net Pension Liability

Increase (Decrease)

Total Pension Plan Fiduciary Met Pension
Liability Met Position Lickility
=) (b] {al - (k]
Balance at December 31, 2019 $ O11.006117 $ 9.932,397 $O1,073.720
Changes for the year;
Service cost 1,682,216 - 1,689,216
Interest 789,622 - 789,622
Change of benefit terms - - -
Difference between expecied and actual
expelfience 301 .84¢& - 301,846
Changes of assumptions - - -
Confributions - employer - 1,240,283 (1,240,283)
Coniributions - emplovee - 516,181 [616181)
Met investment income - 1,300,777 (1,300,777)
Benefit payments, including refunds of emploves
contributions (305,245] (305,245] -
Administrative expense - [5,991) 3,791
Cther changes - 41 {41}
Met changes 2,475,439 2,846,044 [370,607]
Balance at December 31, 2020 $ 13,481,554 $ 12,778,443 % 703113

Of the ending net pension liability balance, $682,511 and $20.602 was dllocated to the primary
govemment and discretely presented component unils, respectively.

Sensitivity of the Net Pension Liability o Changes in the Discount Rate
The following presents the net pension liability of the City and its component units, calculated using the
discount rate of 6.75%, as well as what the City and its component unit's net pension lability would be if

it were calculated using a discount rate that is 1qpercentage-point lower (5.75%) or 1-percentage-point
higher (7.75%) than the current rate:

1% Decredse in 1% Increase in
Discount Rate Discount Rate Discount Rate
[5.75%) [&.75%) (7.75%)
Net pension liakility {asset) % 3,201,058 % 703,113 $  (1.278,774]

Pension Plan Fiduciary Net Position
Detailed information about the pension plan's fiduciary net position is available in a separately-issued
TMRS financial report. That report may be oblained on the Intemet at www. tmrs.com.

Pension Expense and Deferred Outflows of Resources and Defermred Inflows of Resources Related to
Pensions

For the year ended September 30, 2022, the City recognized pension expense of $1,080,502.
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At September 30. 2022, the City reported defered outflows of resources and defemed inflows of
resources related to pensions from the following sources:

Deferred Deferred
Cutflows of Inflows of
Resources Resources
Differences between expected and
actual economic experience + 423103 % 12147
Changes inactuarial assumpltions 24,256 -
Difference between projected and
actualinvestment earnings - 657,633
Contfributions subseguent to the
measurement date 1,050,136 -
Totals $  1,497.495 $ 669,800

$1.050,136 reported as deferred outflows of resocurces related to pensions resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability for
the year ending September 30, 2023. Of the deferred outflows of resources total, $1,453.617 and $43.878
was dllocated to the primary govemment and discretely presented component units, respectively. Of
the deferred inflows of resources total, $650,175 and $19,625 was allocated to the primary govemment
and discretely presented component units, respectively. Other amounts reported as deferred cutflows
and inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ending
December 31,

2022 $ {31,304)
2023 (137.802)
2024 (25.684)
2025 (63.788)
2024 36,136
Thereafter -
Tolals $ (222,4472)

Note 10. Other Postemployment Benefits Plan

Plan Description

The City contributes to a single-employer defined benefit OPEB plan, the group-term life insurance plan
known as the SDBF. This is a voluntary program administered by the Texas Municipal Retirement System
[TMRS] in which the Cilty elected, by ordinance, to provide group term life insurance coverage to active
and retired members. The City may terminate coverage under and discontinue participation in the
SDBF by adopting an ordinance before November 1 of any year to be effective the following January 1.
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Benefits Provided

The death benefit for active employees provides a lump-sum payment approximately equal to the
employee's annual salary (calculated based on the employee'’s actual earnings, for the 12-month
pericd preceding the month of death). The death benefit for retirees is considered another
postemployment benefit {OPEB) and is a fixed amount of $7.500. As the SDBF covers both active and
retiree participants, with no segregation of assets, the SDBF is considered to be an unfunded OPEB plan
{i.e. no assets are accumulated).

Contributions

The member city contributes to the SDBF at a contfractually required rate as determined by an annual
actuarial valuation. The rate is equal to the cost of providing one-year term life insurance. The funding
policy for the SDBF program is to assure that adequate resources are avdilable to meet all death
benefit payments for the upcoming year. The intent is not to pre-fund retiree term life insurance during
employees’ entire careers.

At the December 31, 2021 valuation and measurement date, the following employees were covered by
the benefit terms:

Inactive emplovees currently receiving benefits 13
Inactive employees entitled to but not yet receiving benefits el
Active employees 129

Tetal 151

Accounting Policy

Animevocable frust has not been established that meets the criteria in paragraph 4 of GASB Statement
No. 75. Therefore, the plan is not accounted for as a trust fund. The plan does not issue a separate
financial report.

Actuarial Assumptions
Significant methods and assumptions used in the December 31, 2021 actuarial valuation are as follows:;

Inflation 2.5% per vear
Salaryincreases 25% e 11.5% including inflaticn
Discount rate 1.84% as of December 31, 2021

Scurce: Fidelity Index's "20-Year Municipal GO AA Index”

Retirees' share of benefit related

costs 30

Administrative expenses All administrative expenses are paid through the Pension Trust and
accounted for under reporting reguirements under GASB Statement Ne., 68

tdartalityrates - service refirees 2012 Municipal Retirees of Texas Martality Tables. The rates are projected
on a fully generational basis with Scale UMP

Mortalityrates - disabled retirees 2019 Municipal Retirees of Texas Martality Tables with a 4 yvear sef-forward
for males and a 3 vear set-forward for females. In addition, o 3.5% and 3%
minimum moriality rate will be applied to reflect the impairment for vounger
members who become disabled for males and females, respectively. The
rates are projected on afully generational basis by Scale UpAP to account
for future mortality improvements subject to the floor.

Note: The actuarial assumptions used in the Decemiber 31, 2021 valuation were based on the results of an actuarial
experience study for the period December 31, 2014 to December 31, 2018,
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Total OPEB Liability

The City's total OPEB liability of $160,272 was measured as of December 31, 2021, and was determined
by an actuarial valuation as of that date. The total OPEB liability and related information are as follows
for the City at September 30, 2022:.

Total OPER

Liability

Balance at December 31, 2020 % 139,514
Changes far the vear:

Service cost 24,648
Interest onTotal OPEBR Liakility 3019

Change of benefit terms -
Difference between expected and actual experience (10.814)
Changes of assumptions or other inputs 6,365
Benefit payments (1,761}
MNet changes 21,457
Balance at December 31, 2021 % 160,973

Of the ending total OPEB liability, $156,256 and $4,717 was dllocated to the primary government and
discretely prasented component units, respectively.

OPEB Expense and Deferred Quiflows of Resources and Deferred Inflows of Resources Related 1o OPEB
For the year ended September 30, 2022, the City recognized OPEB expense of $32,803.

At September 30, 2022, the City reported deferred outflows of resources and deferred inflows of
resources related to QPEBR from the following sources:

Deferred Deferred
Cutflows of Inflows of
Rescurces Rescurces
Differences between expected
and actual experience + 8.544 % 12,090
Changes in actuarial assumpltions
and ofher inputs 38,151 2,708
Cantributions made subsequent
to the measurement date 1.546 -
Totals % 48,241 $ 14,998

Benefit payments subsequent to the measurement date and before fiscal year-end of $1.546 will be
recognized as a reduction of the total OPEB liability in the vear ending September 30, 2023. Of the
deferred outflows of resources total, $46,828 and $1.413 was dllocated to the primary government and
discretely presented component units, respectively, Of the deferred inflows of resources total, $14.559
and $43% was dllocated to the primary government and discretely presented component units,
respectively.
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Other amounts reported as deferred outflows related to OPEBs will be recognized in OPEB expense as
follows:

Year Ending
September 30

2023 % 5137
2024 5137
2025 5,137
2026 5,008
2027 4,747
Thereafter &6.531
Totals $ 31,697

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the City, calculated using the discount rate of 1.84%,
as well as what the City's total OPEB liability would be if T were calculated using a discount rate that is
1- percentage-point lower (0.84%) or 1-percentage-point higher (2.84%) than the current discount rate:

1% Decreass in 1% Increase in
Discount Rate Discount Rate Discount Rate
(1.00%) (2.00%) (3.00%)

% 206,779 % 160,573 % 126,475

Note 11. Villages of Hurricane Creek Public Improvement Dishict

On November 13, 2018, the City of Anna City Council approved Ordinance No. 2018-01-506 authorizing
the creation of a Public Improvement District. The Hurricane Creek Public Improvement District consists
of approximately 348.20 acres within the jurisdictions of the City. This district was created in accordance
with Chapter 372.003 of the Texas Local Government Code, as amended.

On March 28, 20192 the City of Anna City Council approved the issuance and sale of two Special
Assessment Revenue Bonds in the amounts of 37,735,000 and $3,535,000 known as Humicane Creek
Public Improvement District Improvement Area #1 Project and Huricane Creeks Public Improvement
District Improvement Mgjor Improvement Area Project, respectively. These bonds were authorized in
order to finance the projects benefiting the enfire Hurricane Creek Public Improvement District including
certain roadway, water, sewer, and drainage improvements.

Note 12. Sherley Tract Public Improvement District
On December 8, 2020, the City of Anna City Council approved Ordinance No. 2020-12-83% authorizing
the creation of a Public Improvement District. The Sherley Tract Public Improvement District consists of

approximately 28%.751 acres located in the exiratemitorial jurisdiction of the City. This district was
created in accordance with Chapter 372.003 of the Texas Local Government Code, as amended.
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On July 13, 2022, the City of Anna City Council approved the issuance and sale of two Special
Assessment Revenue Bonds in the amounts of $2,400,000 and $2,894.000 known as Sherley Tract Public
Improvement District No. 2 Improvement Area #1 Project and Sherley Tract Public Improvement District
No. 2 Major Improvement Area Project, respectively. These bonds were authorized in order to finance
the projects benefiting the entire Sherley Tract Public Improvement Distict No. 2 including certain
rocdway, water, sewer, and drainage improvements.

Note 13. AnaCapri Public Improvement District

On April 12, 2022, the City of Anna City Council approved Resolution No. 2022-04-1140 authorizing the
creation of a Public Improvement District. The AnaCapri Public Improvement District consists of
approximately 279.554 acres located within the corporate city limits of the City. This district was created
in accordance with Chapter 372.003 of the Texas Local Government Code, as amended.

Note 14. Subsequent Events

On September 1, 2022, the City issued $64.845.000 in Combination Tax and Revenue Certificates of
Obligations, Series 2022 and $32,465.000 in General Obligation Bonds, Series 2022, Proceeds from the
sale of the Certfificates will be used for acquiring. censtructing, installing, and equipping additions,
improvements, extensions, and equipment for the City's sewer system, including wastewater treatment
plant and related infrastructure improvements and the acquisition of land and interests in land as
neceassary therefor. Both issuances closed on October 11, 2022.

On December 13, 2022, the City issued $10,550,000 of Special Assessment Revenue Bonds, Series 2022
known as Hurricane Creek Public Improvement District Improvement Area #2 Project. Proceeds of
these bonds will be used to finance the projects benefiting Improvement Area #2 of the Humicane
Creek Public Improvement District.
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City of Anna, Texas

Schedule of Revenues, Expendifures, and Changes
in Fund Balance — Budget and Actual

General Fund

For the Year Ended September 30, 2022

Final Budget
Original Final Positive
Budget Budget Aciual {Negative)
REVENUES
Property taxes b 8,015,000 b 8,015,000 $ 8.004,98%9 b {10,011
Sales taxes 2,760,000 3,296,370 3847211 551,541
Charges for services 154,70C 154,70C 285,779 131,079
License and permits 3,625,000 3,659,940 5752179 2.0%2,219
Franchise and local taxes 485,000 485,000 888,723 403,723
Investment income 30,000 30,000 30,387 &0,387
Cther revenues 16,300 16,300 151,464 135,164
Infergovernmental 48,3%5 48,3%5 47,640 (755)
Fines and forfeitures 20,000 20,000 241,274 151,274
Contributions and dondgtions - - 3,050 3,050
Total revenues 15,224,395 15,795,725 19.313,3%6 3517671
EXPENDITURES
Current:
Cereral government 4,082,778 4,082,778 4,973,541 (870,7&63)
Culture and recreation 1,382,824 1,382,824 1,296,955 85,871
Community services 1,241,433 1,276,353 1,145,841 130,552
Public safety 7579707 7623277 7039738 583,539
Public works 864,651 864,651 638,109 226,542
Debt service
Principal 44,001 44,601 &6%0,705 {644,704)
Interest and fiscal charges 13,358 13,358 13,358 -
Capital cutlay - 22,500 1,666,327 (1.643,827)
Total expenditures 15,208,754 15,309,784 17,464,574 (2,154,790
Excess (deficiency) of revenues
over {under) expenditures 15,641 485,541 1.848,822 1,362,881
OTHER FINANCING SOURCES (USES)
Transfers cut {400,000} {200,000} - 200,000
Total other financing sources [uses) {400,000) (S00,000) - S00,000
Net change infund balance [384,359) [414,059) 1,848,822 2,262,881
Beginning fund balance 4,572,245 4,572,245 4,572,245 -
ENDING FUND BALANCE b 4,187,886 b 4,158,186 b 8,421,067 b 2,262,881

Notes to Schedule
1. Annual budgets are adepted on a basis consistent with generally accepted accounting principles (GAAP)
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Schedule of Revenues, Expendifures, and Changes

in Fund Balance — Budget and Actual
Grant Fund
For the Year Ended September 30, 2022

Variance with

Final Budget
Original Final Posifive
Budget Budget Actual {Negalive)
REVENUES
Investment income % - % - % 10,949 % 10,249
Intergovernmental 9,375 2,375 25,273 15,898
Total revenuss 2,375 ?.375 36,222 26,847
EXPENDITURES
Current:
General government - - - -
Public safety G875 Q875 23,372 [13.497]
Capital outlay - - - -
Total expenditures 2875 P875 23,372 [13.4%7)
Excess (deficiency) of revenues
over funder) expendifures (500} (500} 12,850 13,350
Net change in fund balance (500} (500} 12,850 13,350
Beginning fund balance 449 44% 44% -
ENDING FUND BALANCE $ [51) $ (51} $ 13,299 $ 13,350

Notes to Schedule

1. Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP)
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City of Anna, Texas

Schedule of Changes in the Net Pension Liability

and Reloted Ratios — TMRS
Last Eight Measurement Periods

2021 2020 2019 2018 2017 2014 2015 2014
TOTAL PEMSION LIABILITY
5 is 3 1L&89. 714 k3 1,283 A8 1008, 055 3 HALIAS 3 (L 3 GOE A7 KT k3 A7 A
SRR AT ABHAD RELN:RE] 444,457 REL AT RE R 309014 HEF A
Nittcrenees botweon cxpaectod
el et el cxp o MG ALAE 294,471 13,341 |, 109) (AL 18 [ARLRERT [AEERET
Chang o ot assumptions - - 44870 - - - 19,54% -
R it posamcents, inchicling retonds
ot ermpleyae: contrilitions [KEERZES |34, 644] (185281 (04,457 [ 144.378) |1 4) | 16, 6340 | 164, 140
Mez| chonge in loelal pension liatilily 2475.430 1,604,639 1711274 1,133,731 G24.541 FR0.07% §3.450 3671468
lotal preensivin liakility - Eaoinning L& 11 YANL A £ARN ANHEAFD SEFLR1F 4841858 A0, 560 AEAEEY
TOTAL PENSION LIABILITY - ENDING {a) d 1240801555 F 11.006.117 2,401,478 b 7690204 b 6556472 % 5611912 4,541,032 $ 4.205.280
FLAM FIDUCIARY NET POSITION
Contribations - cmplosacr 3 1,240,763 k3 QE 1A PR RV 3 & 18,080 3 HlE 046 3 A4, 750 384758 k3 A0
Contribations - cmplosecs: ala il A60L6 14 306,743 F9ROHY 9506 PGS 154,478 140,935
Mt investment incorme: (loss) L0000, 474 A3 1F00 Qe 1AYS (1594510 41,1350 FhiNEh 4514 165,468
R it posamcents, inchicling retonds
ot ermpleyae: contrilitions [KEERZES |34, 644] (185281 (04,457 [ 144.378) |1 4) | 16, 6340 | 164, 140
Aviministretive cxpense EXC {0073 {480 (3,309 |43 1) |7 900 XL (.40
Ot ey 11 | Lag] | 168 1144 (169 [156) (148 1147
Mez| chonge in plan Tduciany nel pesilion 2845046 1.640029 1.904,363 532496 1.230.4692 01270 473.34% 438,031
Flan fiduciviry net prosition - boeginning EAR YN B9 h6E A.587.200 28545059 AG6150174 J80LA1E RN K2 20554
FLAN FIDUCIARY NET FOSITION - ENDING (b) b 12778443 F 9922097 5,291,568 b 6287205 b 505470 § 44615017 3,802,216 F 0 LI2B567
MET PENSION LIABILITY - ENDING (a)-(b) 3 AR LA [N T R N T - T LA b LiAH Lseasls % GlaALE
Flaan Tidduciory ne | posilion as o
percenloge of lolal pension liakilily iy G5 jill 4 i BO% s 7 7
Conveere] prereroll 3 HEAE k3 6,080,734 2096354 3 ATANSE kST A PR Y 3 1,154,548 B AN k3 AN F0G
Mel pension labilily as o
percenlage of coveresd poayroll fir:A 14% i 3% 205 Go% - 1a%
Hotes to Schedule

Lo This seheschle: s prcesscent o fo lostrate: the reouircrment 1o showe intormation or fonsycans, oo or, untila

tull tezreyear treanel is compilacd, only creoilobzhe: Intormction 15 shown.
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Schedule of Employer Conftributions fo Pension Plan - TMRS
Last Eight Years

2022 2021 2020 2019

2018 017 2014 2015

Acluarially delermined conlribulian 3 143426 3 Lov4.001 ¥ V4254 ¥ £ AR 3 292188 ¥ 490,248 ¥ 444,63 3 KERAR
Contributicns inelotion to the

cctuorally determinge contributicn 1,434,265 1.094.001 P4a255 701,957 SPEING 490,248 444,431 383170
Caonribufion deficiency (excess) 3 - 3 - 5 - 5 - 3 - k1 - k] - k3 -
Covered payroll 310588518 3 f/84548 R T 498511 3 a0ge82y FOGMVESHS F L4058/ 3 2aEgiavn
Comtributions os a porcentogoe of

co e perrall 150 % 14.09% 14.25% 14.63% 14.49% 14.43% T4.04% 12 54%

Hokes to Schedule

1. This schednle is prescntod teillustrate the reonircement to show infermation for tonyaors, Hosweyer, nndil o full
toreycor trend is compilaed, cnly available informoticn is shown,

200GA5E &8, paragraph 81 2.0 requires 1hal The dalain his schedole be presenled as ol The Cily's lisoal year as
oppased [a The lime pericd coversd by The measuremenl dale,
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Schedule of Changes in Total OPEB
Liability and Related Raftics — TMRS
Last Five Measurement Periods

TOTALOPEB LIABILITY
Service cost
Interest jon the Total GPER Liakility)
Change of bensfit terms
Differenceas betwean expactad and actual experience
Changes in assumptions or other inputs
Banefit payments
Met change intotal QPEB liability
Tetal OPER liability - beginning
TOTALCQPEB LIABILITY - ENDING (a)

Covered-employes payroll

Tetal OPER liability as o percentoge of covered-employee payrall

Notss to Schedule

20N 2020 201% 2018 2017
24,647 16,451 9,173 2958 § £,767
3,019 2,584 2,306 1,996 1716
[10,814) 11,180 [964) [3,622) -
6,365 23,878 18,247 [5,341) 5,334
(1.767) (658) (510) - -
21,456 53,435 78,252 1,991 13,817
139,516 86,081 57,829 55,838 42,021
160572 139,516 86,081 57,829 % 55,838
8,802,581 6,580,234 5,096,334 4,365,563 % 3,561,515
1.83% 2.10% 1.69% 1.36% 1.57%

1. This schedule s pressnted to llustrate the requirernent to show informa tion for 10 years. Howev er, recalkculations of prior years are not reported in accordance

with the standards of GASE 7475 and should not be shown here. Therefore. only years for which the new GASE statements hav e been implemented have been

shown and ultimately ten years will be prewsented.

2, The TMES Supplementary Death Beneft Fund (SDBF) | consideraed to he an unfunded GPER plan; therefore, no plan fiduclany net posltlon and rekd ted ratlos

are reported In the abave schaeduke,
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City of Anna, Texas
Schedule of OFEB Contributions - TMRS
Last Five Fiscal Years

2022 2021 2020 201¢ 2018

Actuarially determined contribution b 2,078 b3 7634 b3 8,284 b &,238 b3 4,494
Contributions inrelation to the

actuarially determined contribution 2,078 7434 3234 4,238 4,494
Conhibulion deficiency (excess) b - 3 - 3 - b - 3 -
Covered-emnplaoyee payrell 10,388,515 7. 764378 6,373,652 4,798,511 4,086,822
Contributions as a percentage of

covearad-employae payrell 0.02% 010% 0.13% 0.13% 0.11%

Notes o Schedule

1.This schedule is presentedteillustrate the reguirement to show for 10 years, Howewver, recalculations of pricr
yeors are not reported inaccordance with the standards of GASE 74/75% and should not be shown hera.
Therefare, only years for which the new GASE statements have beenimplemented will be shown and ultimately
ten years will be presented.

2. GASB 75 paragraph 57 requires that the datainthis schedule be presented as of the City's fiscal year as
opposedts the fime pened covered by the measurement date.

79



THE CITY OF

Anna



Combining and Individual Fund
Financial Statements and Schedule

81



THE CITY OF

Anna



