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DOCKET NO. 55711

APPLICATION OF THE CITY OF § PUBLIC UTILITY COMMISSION
JOHNSON CITY TO AMEND ITS §

CERTIFICATE OF CONVENIENCE § OF TEXAS

AND NECESSITY IN BLANCO §

COUNTY §

COMMISSION STAFF’S FINAL RECOMMENDATION

On October 18, 2023, the City of Johnson City (Johnsen City) filed an application to amend
its water Certificate of Convenience and Necessity (CCN) No. 10441 and sewer CCN No. 20159
n Blanco County.

On November 21, 2024, the administrative law judge filed Order No. 9, directing the Staff
(Staff) of the Public Utility Commission of Texas (Commission) to file a final recommendation

on the application by December 20, 2024. Therefore, this pleading is timely filed.

L STAFF’S FINAL RECOMMENDATION
Staff has reviewed the application, as supplemented, and as detailed in the attached
memoranda from Tsungirirai Gotora of the Infrastructure Division and from Fred Bednarski, I11
of the Rate Regulation Division, recommends that the application be approved. Staff’s review
indicates that Johnson City meets the applicable technical, managerial, and financial requirements
of Chapter 13 of the Texas Water Code and Title 16, Chapter 24 of the Texas Administrative Code,

and therefore, the approval of the application 1s necessary for continuous and adequate service.

11, CONCLUSION
For the reasons detailed above, Staff respectfully recommends that the application be

approved.
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Public Utility Commission of Texas

Memorandum
TO: Rowan Pruitt, Attorney
Legal Division
FROM: Tsungirirar Gotora, Sr. Infrastructure Analyst
Infrastructure Division
DATE: December 20, 2024
RE: Docket No. 55711 — Application of the City of Johnson Cily to Amend Its

Certificate of Convenience and Necessity in Blanco County

1. Application

On October 18, 2023, the City of Johnson City (Johnson City) filed with the Public Utility
Commission of Texas (Commission) an application to amend its water Certificate of
Convenience and Necessity (CCN) No. 10441 and sewer CCN No. 20159 in Blanco County,
Texas under Texas Water Code (TWC) §§ 13.242 through 13.250 and 16 Texas Administrative
Code (TAC) §§ 24.225 through 24.237.

On February 22, 2024, Johnson City filed with the Commission a revised application to amend
its water CCN No. 10441 and sewer CCN No. 20159 in Blanco County, Texas under TWC
§§ 13.242 through 13.250 and 16 TAC §§ 24.225 through 24.237.

Based on the mapping review by Dave Babicki, Infrastructure Division, the revised digital
mapping data filed with Item 10 on February 22, 2024, and the revised maps filed with Item
15 on May 6, 2024, are sufficient.

Reguested Water Area I
The reguested water area I includes 1 customer connections and approximately 23.5 acres of
uncertificated area to amend (add) to Johnson City (CCN No. 10441).

Reguested Water Area 2.
The requested werter area 2 includes 74 customer connections and approximately 697 9 acres
of uncertificated area to amend (add) to Johnson City (CCN Ns, 10441),



Total Requested Water Areas 1 and 2:

The total requested water areas 1 and 2 includes 75 customer connections and approximately
721.4 acres of uncertificated area to amend (add) to Johnson City (CCN No. 10441). The
application proposes the addition of approximately 721.4 acres to CCN No. 10441.

Requested Sewer Area I
The reguested sewer area I includes | customer connections and approximately 23.5 acres of
uncertificated area to amend (add) to Johnson City (CCN No. 20159).

Requested Sewer Area 2.
The requested water area 2 includes 75 customer connections and approximately 697.9 acres
of uncertificated area to amend (add) to Johnson City (CCN No. 20159).

total Requesied Sewer Areas | and 2.

The fotal requested sewer areas I and 2 includes 76 customer connections and approximately
721.4 acres of uncertificated area to amend (add) to Johnson City (CCN No. 20159). The
application proposes the addition of approximately 721.4 acres to CCN No. 20159.

2. Notice

Atfidavits were provided atfirming that notices were submitted to customers, cities, districts,
neighboring retail public utilities, the county judge, groundwater conservation districts, and
that there are no landowners owning 25 acres or more in the requested area.

The deadline to intervene was August 2, 2024; there were no motions to intervene, protests, or
opt-out requests received.

3. CCN Amendment Factors Considered

Under TWC §§ 13.241 and 13.246, and 16 TAC §§ 24.11(e) and 24.227, the Commission must
consider certain factors when granting or amending a water or sewer CCN. Therefore, the
following factors were considered.

3.1. Consideration of the adequacy of service currently provided to the requested area
and system compliance (TWC § 13.246(c)(1); 16 TAC § 24.227(a) and (e)(1)).

Customers in the requested areas currently receive service from Johnson City’s Texas
Commission on Environmental Quality (TCEQ) approved public water system (PWS)
registered as City of Johnson City, PWS ID No. TX0160001 and approved wastewater
treatment plant (WWTP) registered as Johnson City Wastewater Discharge Permit No.
WQO0010198001. Johnson City does not have any active violations lhisted in the TCEQ
database.

No additional construction is necessary for Johnson City to serve the requested areas. The
Commission’s complaint records, which go back 5 years, show no complaints against
Johnson City.



3.2. Consideration of the need for additional service in the requested area (TWC
§13.246(c)(2); 16 TAC § 24.227(e)(2)).

Johnson City’s existing CCN boundary does not extend to Johnson City’s city limits or to
its current service area. Johnson City would like the CCN boundary to include all its
existing customers and service area. There is a need for service as the requested areas are
mostly areas where Johnson City already serves water and sewer customers. Additionally,
Johnson City received requests for service for portions of the requested areas from
developers.

3.3, Consideration of the effect of granting an amendment on the recipient of the
certificate or amendment, on the landowners in the area, and on any other retail
public utility of the same kind already servicing the proximate area (TWC
§§ 13.241(b) and 13.246(c)(3), 16 TAC § 24.227(e)(3)).

Johnson City will be the certificated entity for the requested areas and will be required to
provide continuous and adequate service to the requested areas.

The landowners in the areas will have a water and sewer provider available when they need
to request water and sewer service,

There will be no effect on any retail public utility servicing the proximate area. All retail
public utilities in the proximate area were provided notice of the CCN amendment
requested in this application and did not request to intervene. The requested areas are
entirely inside the city limits or extraterritorial jurisdiction boundaries (ETJ). No other
provider may provide service inside the city limits without first getting consent from the
city.

3.4. Consideration of the managerial and technical ability of the applicant to provide

adequate service (TWC § 13.246(c)(4); 16 TAC § 24.227(a) and (e)(4)).

TCEQ mile, 30 TAC § 290.46, Minimum Acceptable Operating Practices for Public
Drinking Water Systems, requires the operation of a public water system by trained and
licensed personnel. The production, treatment, and distribution facilities at the public water
system must be operated at all times under the direct supervision of a water works operator
who holds an applicable, valid license issued by the TCEQ executive director. The licensed
operator of a public water system may be an employee, contractor, or volunteer. Johnson
City will have qualified TCEQ licensed operators licensed in water treatment to run the
system.

TCEQ rule, 30 TAC §30.331(b), Wastewater Operators and Operations Companies,
requires the operators of a domestic wastewater treatment facility to have a valid license
issued by the TCEQ executive director. Johnson City will have qualified TCEQ licensed
operators licensed in wastewater treatment to run the system.

Johnson City will have licensed operators to run the system operations. Three Class C
operators will be the responsible operators for the systems.



Johnson City has a TCEQ approved PWS registered as City of Johnson City, PWS ID No.
TX0160001 approved WWTP registered as Johnson City Wastewater Discharge Permuit
No. WQ0010198001. Jchnson City does not have any active violations listed in the TCEQ
database. The Commission’s complaint records, which go back 5 vyears, show no
complaints against Johnson City.

3.5. The applicants’ demonstration that regionalization or consolidation with another
retail public utility is not economically feasible when construction of a physically
separate water or sewer system is required to provide service to the requested areq.

(TWC § 13.241(d); 16 TAC § 24.227(b)).

The entire requested service areas are in Johnson City’s existing city limits or ETJ. Johnson
City would like the CCN boundary to conform with its existing customers and service area.
Theretore, concerns of regionalization or consolidation do not apply.

3.6. Consideration of the feasibility of obtaining service from an adjacent retail public
utility (TWC § 13.246(c)(5); 16 TAC § 24.227(e)(5)).

The entire requested service areas are in Johnson City’s existing city limits or ETJ. Johnson
City 1s currently serving customers in the requested areas, has facilities in the requested
areas to serve any future customers, and has sufficient capacity. Therefore, it 1s not feasible
to obtain service trom an adjacent retail public utility.

Johnson City received requests for service for portions of the requested areas from
developers.

3.7. An application for a cerfificate of public convenience and necessity or for an
amendment to a certificate must contain: a capital improvements plan, including a
budget and estimated timeline for construction of all facilities necessary to provide
full service to the entire proposed service area (TWC § 13.244(d)(3)).

Based on the capital improvement plan submitted by Johnson City in 2022, Johnson City
did not have sufficient capacity to provide service to the entire requested area, however the
application indicates that, at this time, additional construction is not necessary from
Johnson City’s perspective. Any improvements or extensions necessary to serve the
requested areas will be required to be paid for and installed by the developers of the
Homestead at Deer Creek Subdivision and Old River Crossing RV Park as per agreements
with the developers.

3.8. Consideration of the financial ability of the applicant to pay for facilities necessary
to provide continuous and adequate service (TWC §13.246(c)(6); 16 TAC
§§ 24.227(a) and (e)(6), 24.11(¢)).

The Rate Regulation Division will be addressing this criterion in a separate memo.



3.9  Requirement of the applicant to provide a bond or other financial assurance in a
Jorm and amount specified by the Commission to ensure that confinnous and

adequate utifity service is provided (TWC §§ 13.246(d); 16 TAC § 24.227(f)).
The Rate Regulation Division will be addressing this criterion in a separate memo.

3.10. Consideration of the environmental integrify and the effect on the land to be
included in the certificated area (TWC § 13.246(c)(7) and (9); and 16 TAC

$24.227(e)(7) and (9)).

The environmental integrity of the land will be minimally affected as facilities are
constructed by the developers to extend service to the requested areas.

3.11. Consideration of the probable improvement in service or lowering of cost to
consumers (TWC § 13.246(c)(8); 16 TAC § 24.227(e)(8)).

Johnsen City will continue to provide service to the existing customers in the areas. There
will be no change in the quality or cost of service to customers.

Future residents of the planned developments will have water and sewer service available.

4. Recommendation

Based on the mapping review by Dave Babicki, Infrastructure Division, and my technical and
managerial review, I recommend that Johnson City meets all of the statutory requirements of
Texas Water Code Chapter 13 and the Commission's Chapter 24 rules and regulations, is
capable of providing continuous and adequate service. I further recommend that approving
this application to amend its water CCN No.10441 and sewer CCN No. 20159 is necessary for
the service, accommodation, convenience and safety of the public.

Johnson City consented to the attached map and certificate on November 13, 2024,



Public Utility Commission of Texas

Memorandum
TO: Rowan Pruitt, Attorney
Legal Division
FROM: Fred Bednarski 111, Financial Analyst
Rate Regulation Division
DATE: December 20, 2024
RE: Docket No. 55711 — Application of City of Johmson City to Amend its Certificates

of Convenience and Necessity in Blanco County

On October 18, 2023, the City of Johnson City (Johnson City) filed an application amend
its water certificate of convenience and necessity (CCN) number 10441 and sewer CCN number

20159, in Blanco County under Subchapter G of Texas Water Code Chapter 13.

An owner or operator of a retail public utility must have the financial resources to operate
and manage the utility and to provide continuous and adequate service to the current and requested
utility service areas, as established by 16 Texas Administrative Code (TAC) § 24.11. Johnson
City must demonstrate that it meets one of the five leverage tests under 16 TAC § 24.11(e)(2) as
well as the operations test under 16 TAC § 24.11(e)(3).

Leverage Test

My analysis 1s based on Johnson City’s financial statements ending September 30, 2023.
These financial statements contain an unqualified auditor’s opinion from Atchley & Associates
LLP stating that the financial statements present fairly, in all material respects, the financial
position of Johnson City as of September 30, 2023, as shown on page 18 of attachment FB-1 and
required by 16 TAC § 24.11(e)}(4)(B)i).

Based upon my review of Johnson City’s financial statements, | calculate the debt-to-equity
ratio equal to 0.52. The debt-to-equity ratio is based on long term debt of $3,197,000, divided by
net equity of $6,104,599 as shown on page 26 of attachment FB-1 Because the ratio is less than
1.00, 1 recommend a finding that Johnson City meets the leverage test specified in 16 TAC §
24 11(e}(2)(A).
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Operations Test

An owner or operator must demonstrate sufficient available cash to cover projected cash
shortages for operations and maintenance expense during the first five years of operations, as

required by 16 TAC § 24.11(e)(3).

Johnson City’s financial statements include net income of $397,230 and a $885,433 cash
and cash equivalents balance as shown on pages 27 and 32 in attachment FB-1 that indicates
Johnson City will have sufficient cash to cover projected shortages should they occur. Theretfore,
I recommend a finding that Johnson City meets the operations test specified in 16 TAC
§ 24.11(e)(3).

Capital Improvements

An applicant proposing service to new CCN areas or subdivisions requiring capital
improvements in excess of $100,000 must provide loan approval documents or firm capital
commitments aftirming funds are available to install either the plant and equipment necessary to
serve projected customers in the first two years of projections, or water systems necessary to
provide continuous and adequate water service to a new area per 16 TAC § 24.11(e)(5)(B)(i) and
(i1).

Pursuant to the memorandum provided by Tsungirirai Gotora, Infrastructure Analyst,
capital improvements are not required by Johnson City to provide water and sewer service to the
requested areas per Johnson City. The remaining capital improvements required to connect to
Johnson City’s water and sewer systems will be installed by the Developers or requester of service
who are legally obligated to fund the improvements pursuant to the developer agreements and city
ordinances.! Therefore, | recommend a finding that a good cause exception be granted since the
developer is legally obligated to install the remaining capital improvements if necessary pursuant

to 16 TAC § 24.11(e)(5)(B).
Recommendation

Because Johnson City meets the financial tests, I do not recommend that the Commission

require additional financial assurance.

' Revised CON amendment application, interchange item no, 10, a1 2, 7, 8, 14, 18, 24 (hru 32, and 77 thru
100 (Feb. 2, 2024),
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Consequently, 1 recommend a finding that Johnson City demonstrates the financial and
managerial capability needed to provide continuous and adequate service to the area subject to this
application. My conclusions are based on information provided by Johnson City before the date

of this memorandum and may not reflect any changes in Johnson City’s status after this review.



ATCHLEY & ASSOCIATESw

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADYISORS

Honorable Mayor and
Members of the City Council
City of Johnson City, Texas
303 E. Pecan Drive

Johnson City, Texas 78636

We are pleased to present this report related to our audit of the financial statements of City of Johnson City (the
City) as of and for the year ended September 30, 2023. This report summarizes certain matters required by
professional standards to be communicated to you in your oversight responsibility for the City’s financial reporting
process.

Required Communications

Generally accepted auditing standards (AU-C 260, The Auditor’s Communication With Those Charged With
Governance) require the auditor to promote effective two-way communication between the auditor and those
charged with governance. Consistent with this requirement, the following summarizes our responsibilities
regarding the financial statement audit as well as observations arising from our audit that are significant and
relevant to your responsibility to oversee the financial reporting process.

Our Responsibility With Regard to the Financial Statement Audit

Our responsibilities under auditing standards generally accepted in the United States of America have been
described to you in our arrangement letter dated June 3, 2021. Our audit of the financial statements does not relieve
management or those charged with governance of their responsibilities, which are also described in that letter.

Overview of the Planned Scope and Timing of the Financial Statement Audit

We have issued a separate communication dated January 4, 2024, regarding the planned scope and timing of our
audit and identified significant risks.

Qualitative Aspects of the Entity’s Significant Accounting Practices
Preferability of Accounting Policies and Practices
Under generally accepted accounting principles, in certain circumstances, management may select among

alternative accounting practices. In our view, in such circumstances, management has selected the preferable
accounting practice.

1005 La Posada Drive » Austin, Texas 78752-3815
T: (512) 346-2086 « (877) 977-6850 » F: (512) 338-9883 « www.atchleycpas.com



Adoption of, or Change in, Accounting Policies

Management has the ultimate responsibility for the appropriateness of the accounting policies used by the City.
The following is a description of significant accounting policies or their application that were either initially
selected or changed during the year:

& As described in Note A, the City adopted Government Accounting Standards Board (GASB), Statement
No. 91, Conduit Debt Obligations, Statement No. 93, Replacement of Interbank Offered Rates, Statement
No. 94, Public-Private and Public-Public Partnerships and Availability Payment Arrangements,
Statement No. 96, Subscription-Based Information Technology Arrangements, and Statement No. 99,
Omnibus 2022 during the current year. No matters have come to our attention that would require us,
under professional standards, to inform you about (1) the methods used to account for significant unusual
transactions and (2) the effect of significant accounting policies in controversial or emerging areas for
which there is a lack of authoritative guidance or consensus.

Significant Accounting Policies

We did not identify any significant accounting policies in controversial or emerging areas for which there is a lack
of authoritative guidance or consensus.

Significant Unusual Transactions
We did not identify any significant unusual transactions.
Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s current judgments. Those judgments are normally based on knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that future events affecting
them may differ markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are:

¢ The allowance for uncollectible receivables is based on past experience with collections of taxes and other
fees.

¢ Depreciation which is based on useful lives and depreciation methods approved by the City Council.

¢ Management’s estimate of fair value of investments which are based on quoted prices for similar assets
in active markets.

e Pension and OPEB obligations which are based on actuarial reports.

We evaluated the key factors and assumptions used to develop the estimates in determining that they are
reasonable in relation to the financial statemenis taken as a whole.

Audit Adjustments and Uncorrected Misstatements

Audit adjustments, other than those that are clearly trivial, proposed by us and recorded by the City are shown in
the attached list of Recorded Audit Adjustments.

We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial.



Cbservations About the Audit Process
Disagreements With Management

We encountered no disagreements with management over the application of significant accounting principles, the
basis for management’s judgments on any significant matters, the scope of the audit or significant disclosures to
be included in financial statements,

Consultations With Other Accounfanis

We are not aware of any consultations management had with other accountants about accounting or auditing
masters.

Significant Issues Discussed With Management

No significant issues arising from the audit were discussed or the subject of correspondence with management.
Significant Difficuties Encountered in Performing the Audit

We did not encounter any significant ditficulties in dealing with management during the audit.

Shared Responsibilities: AICPA Independence

The AICPA regularly emphasizes that auditor independence is a joint responsibility and is managed most
effectively when management, audit committees (or their equivalents), and audit firms work together in
considering compliance with American Institute of Certified Public Accountants (AICPA) independence rules.
For Atchley & Associates (the Firm) to fuifill its professional responsibility to maintain and monitor
independence, management, the City Council, and the Firm each play an important role.

Cur Responsibilities

*  AICPA rules require independence both of mind and in appearance when providing audit and other attestation
services. The Firm is to ensure that the AICPA’s General Requirements for performing non-attest services are
adhered to and included in all letters of engagement,

* Maintain a system of quality control over compliance with independence rules and firm policies.

Your Responsibilities

* Timely inform the Firm, before the effective date of transactions or other business changes, of the following:
— New affiliates, directors, officers, or persons in financial reporting oversight roles,
= Change in corporate structure impacting affiliates such as add-on acquisitions or exits.

¢ Provide necessary affiliate information such as new or updated investment structure charts, as well as financial
information required to perform materiality calculations needed for making affiliate determinations.

¢  Understand and conclude on the permissibility, prior to the City and its affiliates, officers, directors, or persons
in a decision-making capacity, engaging in business relationships with the Firm.

e Not entering into relationships resulting in close family members of the firm covered persons, temporarily or
permanently acting as an officer, director, or person in an accounting or financial reporting oversight role at
the City.



Significant Written Communications Between Management and Our Firm

Copies of significant written communications between our firm and the management of the City, including the
representation letter provided to us by management, is included in an attached letter.

This report is intended solely for the information and use of the City Council and management and is not intended
to be and should not be used by anyone other than these specifted parties. It will be our pleasure to respond to any
questions you have regarding this report. We appreciate the opportunity to continue to be of service to City of
Johnson City.

Amg«-w;w

Austin, Texas
March 27, 2024



City of Johnson City, Texas
Year End: September 30, 2023
Recorded Audit Adjustments

Number Name Account No Debit Credit

1 Deferred Outflow - Pension (GA 03-1705 ENTO1 b 69,075
Deferred Inflows - Pension (GAS 03-2705 ENTO1 12,800
Net Pension Liability 03-2410 ENTOL h 81,192
Pension Expense 03-5000 ENTO1 683
Deferred Qutflow - Pension (GA 50-1705 G34G 242,804
Deferred Inflows - Pension (GAS 50-2705 G34G 44,994
Net Pension Liability 50-2410 G34G 285,400
Pension Expense 50-5000 G34G 2,398
GASB 68 Entry.

2 Net OPEB Liability 03-2415 ENTOI1 2,363
Pension Expense 03-3000 ENTO1 1,715
Deferred Inflows - OPEB (GASB 03-2710 ENTOI1 3,420
Deferred Outflow - OPEB (GASB 03-1710 ENTOI 658
Net OPEB Liability 50-2415 G34G 8,307
Pension Expense 50-5000 G34G 6,025
Deferred Inflows - OPEB (GASB 50-2710 G34G 12,020
Deferred Outflow - OPEB (GASB 50-1710 G34G 2,312
GASB 75 Entry.

3 Bond Issuance {(CONTRA) 50-2403 G34G 1,736,336
2012 Bonds - Long Term 50-2405 G34G 95,600
2015 Bonds - Long Term 50-2406 G34G 50,000
Interest Expense S0-INTEREST EXP G34G 44,613
2021 Bonds - Long Term 50-2407 G34G 35,000
Note Payable No 9732 50-2451 G34G 34,391
Note Payable NO. 95140 50-2450 G34G 33,713
Note Payable - Tasers 50-2453 G34G 5,053
Premium on Refunding 50-2400 G34G 4,040
Interest Expense S50-INTEREST EXP G34G 3,647
Series 2023 Bond - Long Term 50-2408 G34G 1,500,000
Bond Principal Payments 30-BOND PRINC G34G 180,000
Notes Payable No. 40433 50-2454 G34G 172,192
Notes Payable Principal 50-NOTE PRINC G34G 76,804
Notes Payable No, 10434 50-2455 G34G 64,144
Accrued Interest Payable 50-2420 G34G 47327
Deferred Qutflow - Refunding 50-1700 G34G 1,326



City of Johnsor City, Texas
Year End: September 30, 2023
Recorded Audit Adjustments

Number Name Account No Debit Credit
3-Cont BOND INTEREST 6500-6008 DSFOI b 44,613

Bond, Series 2012 04-176-6306 DSFO1 $ 44,613
GASB 34 Debt Entry.

4 Transfer to UF 50-TRANSFER G34G 492 768
Depreciation Expense 50-DEPRE G34G 219,134
Improvements 50-1415 G34G 162,261
Machinery & Equipment 50-1410 G34G 8,754
Construction in Progress 50-1420 G34G 390,056
Capital Outlay 50-1506 G34G 273,727
Accumulated Depreciation - Buil 50-1500 G34G 146,117
Accumulated Depreciation - Mac 50-1505 G34G 73,017
Machinery & Equipment 03-1410 ENTO! 492,768
Transfers In 03-4809-000 ENTOI1 492,768
Fixed Asset Entry for Government Wide - GASB 34,

5 Debt issuance costs 06-3000 CPF0I 33,290
2023 Street Improvements 06-4717 CPFOI 33,290
To breakout debt issuance cost from bond issuance.

6 Lease-Purchase 05-4014 CPF02 297,794
VERP Lease - Purchase 05-201-6091 CPF02 297,794
Remove purchase recorded in prior year.

7 Refunds Payable 01-2036 GF(01 175
SRO Program 01-4715 GF01 175
Refunds Payable 03-2036 ENTOI 673
Water 03-4801 ENTO1 673

To balance due te / due from.




March 27, 2024

Atchley & Associates, LLP
1005 La Posada Drive
Austin, TX 78752

This representation letter is provided in connection with your audit of the financial statements of the
governmental activities, business type activities, each major fund, and the aggregate remaining fund
information of the City of Johnson City, Texas (the City), as of and for the year ended September 30,
2023, the related notes to the financial statements and required supplementary information, for the
purposes of expressing opinions on whether the basic financial statements present fairly, in all material
respects, the financial position, results of operations, and cash flows, where applicable, of the various
opinion units of the City in accordance with accounting principles generally accepted for governments
in the United States of America (U.S. GAAP).

We confirm, to the best of our knowledge and belief, having made such inquiries as we considered
necessary for the purpose of appropriately informing ourselves as of the date of this letter:

Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit arrangement letter
dated June 3, 2021, including appendices and attachments thereto and subsequent modifications,
for the preparation and fair presentation of the financial statements referred to above in
accordance with U.S. GAAP.

2. We acknowledge our responsibility for the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

3. We acknowledge our responsibility for the design, implementation and maintenance of controls
to prevent and detect fraud.

4. The methods, data, and significant assumptions used by us in making accounting estimates and
their related disclosures are appropriate to achieve recognition, measurement, or disclosure that
is reasonable in the context of U.S. GAAP, and reflect our judgment based on our knowledge
and experience about past and current events, and our assumptions about conditions we expect
to exist and courses of action we expect to take.

5. The measurement and fair presentation of the required supplementary information, including
Management's Discussion and Analysis, and additional supplemental schedules accompanying
the basic financial statements that are presented for the purpose of additional analysis of the
basic financial statements, in conformity with U.S. GAAP.

6. The financial statements properly classify all funds and activities in accordance with GASB
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. as
amended.



7. With respect to preparation of the financial statements and related GASB entries necessary for
fair presentation, we have performed the following:

Made all management decisions and performed all management functions;

Assigned a competent individual to oversee the services;

Evaluated the adequacy of the services performed;

Evaluated and accepted responsibility for the result of the service performed; and
Established and maintained internal controls, including monitoring ongoing activities.

soanop

8. The City followed either its established accounting policy regarding which resources (that is,
restricted, committed, assigned or unassigned) are considered to be spent first for expenditures
for which more than one resource classification is available or followed paragraph 18 of GASB
Statement No. 54 to determine the fund balance classifications for financial reporting purposes.

9. The financial statements include all fiduciary activities required by GASB Statement No. 84,
Fiduciary Activities, as amended.

10. All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.

11. The effects of all known actual or possible litigation and claims have been accounted for and
disclosed in accordance with U.S. GAAP.

12. Management has followed applicable laws and regulations in adopting, approving and amending
budgets.

13. Risk disclosures associated with deposit and investment securities and derivative transactions
are presented in accordance with GASB requirements

14. Provisions for uncollectible receivables have been properly identified and recorded.

15. Capital assets, including infrastructure, intangible assets, and right of use assets are properly
capitalized, reported and, if applicable, depreciated.

16. The government properly separated information in debt disclosures related to direct borrowings
and direct placements of debt from other debt and disclosed any unused lines of credit, collateral
pledged to secure debt, terms in the debt agreements related to significant default or termination
events with finance-related consequences and significant subjective acceleration clauses in
accordance with GASB Statement No. 88, Certain Disclosures Related 1o Debt, including
Direct Borrowings and Direct Placements.

17. Components of net position (net investment in capital assets, restricted, and unrestricted) and
classifications of fund balance (nonspendable, restricted, committed, assigned, and unassigned)
are properly classified and, if applicable, approved.

18. Revenues are appropriately classified in the statement of activities within program revenues,
general revenues, contributions to term or permanent endowments, or contributions to
permanent fund principal.

19. Expenses have been appropriately classified in or allocated to functions and programs in the
statement of activities, and allocations have been made on a reasonable basis.

20. Interfund, internal, and intra-entity activity and balances have been appropriately classified and
reported,

21. The City’s policy regarding whether to first apply restricted or unrestricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net position is
available and appropriately disclosed and that net position is properly recognized under the
policy.

22. We have no direct or indirect legal or moral obligation for any debt of any organization, public
or private, or to special assessment bond holders, that is not disclosed in the financial statements.



23.

24.
25.

26.
27.
28.
29.

30.

31

32.

33.

Related party relationships and transactions have been appropriately accounted for and disclosed
in accordance with the requirements of U.S. GAAP.

In all material aspects, all funds and activities are properly classified.

All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Financial
Statements—and Management's Discussion and Analysis—for State and Local Governments,
GASB Statement No. 37, Basic Financial Statements—and Management’s Discussion and
Analysis—for State and Local Governments: Omnibus as amended, and GASB Statement No.
635, Items Previously Reported as Assels and Liabilities, for presentation as major are identified
and presented as such and all other funds that are presented as major are considered important to
financial statement users.

In all material aspects, special items and extraordinary items have been properly and reported.

In all material aspects, deposit and investment risks have been properly and fully disclosed.

In all material aspects, all required supplementary information is measured and presented within
the prescribed guidelines,

In all material aspects, nonexchange and exchange financial guarantees, either written or oral,
under which it is more likely than not that a liability exists have been properly recorded, ot if we
are obligated in any manner, are disclosed.

We have complied with all aspects of laws, regulations and provisions of contracts and
agreements that would have a material effect on the financial statements in the event of
noncompliance. In connection therewith, we specifically represent that we are responsible for
determining that we are not subject to the requirements of the Single Audit Act because we have
not received, expended or otherwise been the beneficiary of the required amount of federal
awards during the period of this audit.

With regard to pensions and QOPEB:

a. We believe that the actuarial assumptions and methods used to measure pension and OPEB
liabilities and costs for financial accounting purposes are appropriate in the circumstances.

b. We are unable to determine the possibility of a withdrawal liability from the TMRS Plan, of
which we are a sponsor and are not currently contemplating withdrawing from the TMRS.

¢. Increases in benefits, elimination of benefits and all similar amendments have been
disclosed in accordance with U.S. GAAP and are included in the most recent actuarial
valuation, or disclosed as a subsequent event.

With regard to investments and other instruments reported at fair value:

a. The underlying assumptions are reasonable and they appropriately reflect management’s
intent and ability to carry out its stated courses of action.

b. The measurement methods and related assumptions used in determining fair value are
appropriate in the circumstances and have been consistently applied.

c. The disclosures related to fair values are complete, adequate, and in accordance with U.S.
GAAP,

d. There are no subsequent events that require adjustments to the fair value measurements and
disclosures included in the financial statements.

We have reviewed the GASB Statements effective for the fiscal year ending September 30,
2023, and concluded the implementation of the following Statements did not have a material
impact on the basic financial stateinents;



34.

GASB Statement No. 91, Conduit Debt Obligations

GASB Statement No. 93, Replacement of Interbank Offered Rates

c. GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements

d. GASB Statement No. 96, Subscription-Based Information Technology Arrangements

o

We believe the implementation of the GASB Statements listed below is appropriate:

a. GASB Statement No. 99, Omnibus 2022.

Information Provided

35.

36.

37.

38.

39.

40.

We have provided you with:

a. Access to all information, of which we are aware that is relevant to the preparation and fair
presentation of the financial statements of the various opinion units referred to above, such
as records, documentation, and other matters;

b. Additional information that you have requested from us for the purpose of the audit;

c. Unrestricted access to persons within the City from whom you determined it necessary 1o
obtain audit evidence;

d. Information on where to view minutes of the meetings of the City Council, or provided
summaries of actions of recent meetings for which minutes have not yet been prepared;

To the best of our knowledge, we are not aware of any transactions that have not been recorded
in the accounting records, nor are we aware of any transactions that have been recorded in the
accounting records that are not reflected in the financial statements.

We have disclosed to you the results of our assessment of the risk that the financial statements
may be materially misstated as a result of fraud;

It is our responsibility to establish and maintain internal control over financial reporting. One of
the components of an entity’s system of internal control is risk assessment. We hereby represent
that our risk assessment process includes identification and assessment of risks of material
misstatement due to fraud. We have shared with you our fraud risk assessment, including a
description of the risks, our assessment of the magnitude and likelihood of misstatements arising
from those risks, and the controls that we have designed and implemented in response to those
risks.

We have no knowledge of allegations of fraud or suspected fraud affecting the City’s financial
statements involving:

a. Management
b. Employees who have significant roles in internal controls: or
c. Others where the fraud could have a material effect on the financial statements

We have no knowledge of any instances, that have occurred or are likely to have occurred, of
fraud and noncompliance with provisions of laws and regulations that have a material effect on
the financial statements or other financial data significant to the audit objectives, and any other
instances that warrant the attention of those charged with governance, whether communicated
by employees, former employees, vendors (contractors), regulators, or others;



41.

42,

43.

45.

46.

47.

48.

49,

50.

Sl

52,

53.

54.

We have no knowledge of any instances that have occurred or are likely to have occurred, of
noncompliance with provisions of contracts and grant agreements that has a material effect on
the determination of the financial statement amounts or other financial data significant to the
audit objectives;

We have no knowledge of any instances that have occurred or are likely to have occurred of
abuse that could be quantitatively or qualitatively material to financial statements or other
financial data significant to the audit objectives;

If necessary, we have taken timely and appropriate steps to remedy fraud, noncompliance with
provisions of laws, regulations, contracts, and grant agreements, or abuse that you have reported
to us;

- We have disclosed to you all known actual or possible litigation, claims, and assessments whose

effects should be considered when preparing the financial statements in accordance with U.S.
GAAP;

We have disclosed to you the identity of the City’s related parties and all related party
relationships and transactions of which we are aware;

There have been no communications from regulatory agencies concerning noncompliance with
or deficiencies in accounting, internal control, or financial reporting practices;

The City has no plans or intentions that may materially affect the carrying value or classification
of assets and liabilities;

We have disclosed to you all guarantees, whether written or oral, under which the City is
contingently liable;

We have disclosed to you all nonexchange financial guarantees, under which we are obligated
and have declared liabilities and disclosed properly in accordance with GASB Statement No. 70.
Accounting and Financial Reporting for Nonexchange Financial Guarantees, for those
guarantees where it is more likely than not that the entity will make a payment on any guarantee;
We believe that the actuarial assumptions and methods used by the actuary for funding purposes
and for determining accumulated Plan benefits are appropriate in the circumstances. We did not
give instructions, or cause any instructions to be given, to the actuary with respect to the values
or amounts derived in an attempt to bias their work, and we are not otherwise aware of any
matters that have had an impact on the independence or objectivity of the plan’s actuary.

If applicable, for nonexchange financial guarantees where we have declared liabilities, the
amount of the liability recognized is the discounted present value of the best estimate of the
future outflows expected to be incurred as a result of the guarantee. Where there was no best
estimate but a range of estimated future outflows has been established, we have recognized the
minimum amount within the range;

We have disclosed to you all significant estimates and material concentrations known to
management that are required to be disclosed in accordance with GASB Statement No. 62
(GASB-62), Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements. Significant estimates are estimates at
the balance sheet date that could change materially within the next year. Concentrations refer to
volumes of business, revenues, available sources of supply, or markets or geographic areas for
which events could occur that would significantly disrupt normal finances within the next year;
We have identified and disclosed to you the laws, regulations, and provisions of contracts and
grant agreements that could have a direct and material effect on financial statement amounts,
including legal and contractual provisions for reporting specific activities in separate funds;
There are no:



a. Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements or
as a basis for recording a loss contingency, including applicable budget laws and
regulations.

b. Unasserted claims or assessments that our lawyer has advised are probable of assertion and
must be disclosed in accordance with GASB-62.

c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by
GASB-62.

d. Continuing disclosure consent decree agreements or filings with the Securities and
Exchange Commission and we have filed updates on a timely basis in accordance with the
agreements (Rule 240, 15¢2-12).

55. The City has satisfactory title to all owned assets, and there are no liens or encumbrances on
such assets nor has any asset or future revenue been pledged as collateral, except as disclosed to
you;

56. We have complied with all aspects of grant agreements and other contractual agreements that
would have a material effect on the financial statements in the event of noncompliance.

57. We are responsible for determining that significant events or transactions that have occurred
since the date of the financial statements and through the date of this letter have been recognized
or disclosed in the financial statements. We further represent that, as of the date of this letter, the
financial statements were complete in a form and format that complied with U.S. GAAP and
U.S. GASB, and all approvals necessary for issuance of the financial statements had been
obtained.

58. To the best of our knowledge, tax-exempt bonds have retained their tax-exempt status,

Supplementary Information in relation to the Financial Statements as a Whole
With respect to supplementary information presented in relation to the financial statements as a whole:

59. We acknowledge our responsibility for the presentation of the supplementary information in
accordance with U.S. GAAP.

60. We believe the supplementary information, including its form and content, is fairly presented in
accordance with U.S. GAAP,

61. The methods of measurement or presentation have not changed from those used in the prior
period.

62. When supplementary information is not presented with the audited financial statements, we will
make the audited financial statements readily available to the intended users of the
supplementary information as they become available, but no later than the date of issuance by
the City of the supplementary information and the auditors’ report thereon.

Required Supplementary Information
With respect to the required supplementary information accompanying the basic financial statements:
63. We acknowledge our responsibility for the presentation of the required supplementary
information in accordance with U.S. GAAP and GASB.

64. We believe the required supplementary information, including its form and content, is measured
and fairly presented in accordance with U.S. GAAP and GASB.



65. The methods of measurement or presentation have not changed from those used in the prior
period.

66. When supplementary information is not presented with the audited financial statements, we will
make the audited financial statements readily available to the intended users of the
supplementary information as they become available, but no later than the date of issuance by
the City of the supplementary information and the auditors’ report thereon.

Compliance Considerations

In connection with your audit, conducted in accordance with Government Auditing Standards, we
confirm that management:

67. Is responsible for the preparation and fair presentation of the financial statements in accordance
with the applicable financial reporting framework.

68. Is responsible for compliance with the laws, regulations, and provisions of contracts and grant
agreements applicable to the City.

69. Has identified and disclosed to the auditor all instances, if any, which have occurred or are likely
to have occurred, of fraud and noncompliance with provisions of laws and regulations that have
a material effect on the financial statements or other financial data significant to the audit
objectives, and any other instances that warrant the attention of those charged with governance.

70. Has identified and disclosed to the auditor all instances, if any, which have occurred or are likely
to have occurred, of noncompliance with provisions of contracts and grant agreements that have
a material effect on the determination of financial statement amounts or other financial data
significant to the audit objectives.

71. Has identified and disclosed to the auditor all instances, if any, that have occurred or are likely
to have occurred of abuse, financial or otherwise, that could be quantitatively or qualitatively
material to the financial statements or other financial data significant to the audit objectives.

72.1f necessary, has taken timely and appropriate steps to remedy fraud; noncompliance with
provisions of laws, regulations, contracts, and grant agreements; or abuse that the auditor
reports.

73. Has a process to track the status of audit findings and recommendations.

74.1f any, have provided views on the auditor’s reported findings, conclusions, and
recommendations, as well as management’s planned corrective actions, for the report.

During the course of your audit, you may have accumulated records containing data that should be
reflected in our books and records. All such data have been so reflected. Accordingly, copies of such
records in possession are no longer needed by us.

3/28/ 202/

Date

— 3 a‘-‘,lla’-[

Rick Schroder Date
City Administrative Officer
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ATCHLEY & ASSOCIATESuw

CERTIFIED IJ8LIC ACCOUNTANTS & BUSINESS ADVISORS

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Members of the City Council
City of Johnson City, Texas

Report on the Audit of the Financial Statements
Cpinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Johnson City, Texas
(the City), as of and for the year ended September 30, 2023, and the related notes to the financial statements,
which collectively comprise the City's basic financial statements as listed in the table of contents.

[n our opinion, the financial statements present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City, as of September 30, 2023, 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 Auditors' 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.

Management’s Responsibility for the Financial Statements

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

1005 La Posada Drive = Austin, Texas 78752-3815
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In preparing the financial statements, management is 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 going concern for
twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.

Auditors’ Responsthilities for the Audit of the Financial Statements

Our objectives are to obtain 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 auditors' report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS and Goversment Auditing Standards 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,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood 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 and Government Auditing Standards, we:
*» Exercise professional judgment and maintain professional skepticism throughout the audit.

* ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, 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 internal 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 internal control. Accordingly, no such epinion is expressed.

* Evaluate 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
staiements.

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

We are required 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 control-related matters that we
identified during the audit.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management's Discussion
and Analysis on pages 4-10, budgetary comparison information on page 53, schedule of changes in the City's net
pension asset/liability and related ratios - last ten years on pages 56-58, Texas Municipal Retirement System
schedule of funding progress on page 58, and schedule of changes in the city’s total OPEB asset/liability and
related ratios on pages 60-61 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

tn accordance with Government Auditing Standards, we have also issued our report dated March 27, 2024, 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, coniracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on intemal 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.

Aoy Aot 220

Austin, Texas
March 27, 2024
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CITY OF JOHNSON CITY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
SEFPTEMBER 30, 2023

This section of the City of Johnson City's (the City) annual financial report presents management's discussion
and analysis of the City's financial performance during the fiscal year ended September 30, 2023. This
discussion and analysis should be read in conjunction with the City's financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts - management's discussion and analysis (this section), the basic
financial statements, and the required supplementary information. The basic financial statements include two
types of statements that present different views of the City:

* The first two statements are government-
wide financial statements that provide both
long-term and short-term information
about the City’s overall financial status.

FIGURE A-1
REQUIRED COMPONENTS OF THE
CITY'S ANNUAL FINANCIAL REPORT

= The remaining statements are fund

financial statements that focus on I

individual parts of the government,

reporting the City’s operations in more , .

detail than the  government-wide M;?:cguesgg:t‘s Fi:::'; al Supﬁg:r:::tiary

statements. and Statements Information
Analysis

« Governmental funds statements tell how

general government services were financed

in the short term as well as what remains

for future spending.

« The financial statements also include

notes to the financial statements explaining
some of the information in the financial i
statements and provide more detailed data. | ! )
* The report also contains required Government- Fund Level Notes to the
supplementary information in addition to Wide Financial Financial
the basic financial statements themselves. Financial Statements Statements
This contains additional information about Statements
the City's General Fund budget and
information about the City's pension plan.

Summary Detail

Figure A-1 shows how the parts of this annual report are arranged and related to one another.

The remainder of this overview explains the structure and contents of each of the statements.




CITY OF JOHNSON CITY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
SEPTEMBER 3¢, 2023

Government-Wide Financial Statements

The government-wide financial statements report information about the City as a whole using accounting
methods similar to those used by private-sector businesses. The statement of net position includes all of the
government's assets and liabilities. In the statement of activities, all of the current year's revenues and expenses
are accounted for regardless of when cash is received or paid, and all of the City's governmental activities and
city services are combined and show how they are financed.

Both government-wide statements report the City's net position and how it has changed. Net position, the
difference between the City's assets plus deferred outflows and liabilities plus deferred inflows, is one way to
measure the City's financial health or position. Over time, increases or decreases in the City's net position are an
indicator of whether its financial health is improving or deteriorating, respectively.

Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant (major) funds -
not the City as a whole. Funds are accounting devices that the City uses to keep track of specific revenue
sources and spending for particular purposes.

All cities have at least one major fund:

* Governmenta! fund — The City’s basic services are included in governmental funds, which focus on (1) how
cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances left at
year end that are available for spending. Consequently, the governmental fund statements provide a detailed
short-term view that helps you determine whether there are more or fewer financial resources that can be spent
in the near future to finance the City’s programs. Because these funds do not encompass the additional long-
term focus of the government-wide statements, additional information is provided following each fund statement
that explains the relationship (or difference) between them.

Other common major funds:

* Some common funds are required by State law, such as the debt service find, special revenues fund, and
capital projects fund,

* Management may establish other funds to control and manage money for particular purposes or to show that it
is properly using certain revenue resources, such as special revenue, capital project, and grant funds.

Figare A-2 summarizes the major features of the City's financial statements, including the portion of the city
government they cover, and the types of information they contain.
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Figure A-2 - Major Features of the City's Government-Wide and Fund Financial Statements

Fund Statements

Type of Statements  Government-Wide Governmental Funds Proprietary Funds
Entire City's government | The activities of the City that are [Aclivities the City operates similar to
{excepl fiduciary funds) not proprielary or fiduciary. private business: utilities
[ Scape and the City's component

units.

Required financial statements

|Statement of Wet Position:

Statéinent of Activitics.

{Expenditures & Chianges in;Fund.
JStatement of Cash Flows

Balarice Sheet
Statemeént-of Revehugs,

Balances

Statement 6F Net Position
Statement of Revenues, Expenses &
Changes in Met:Position :

Aceounting basis and

Acerual accounting and
cconomic resources facus

Modified accrual accounting and
current financial resources focus

Accrual accounting and economic
resources focus

long-term debt included

measurement focis
All assets:and liabilities, ~[Only asséls-expeciedto’beused  |Allassets ani liabilities, both
otk fiaricial and capitdl, {up and fiabilitiesthint-come due  |financial and-capits], and short-term
Type &f asserliabitity ‘|short-term-dnd-iong-term  |during:ihe year or soon: ‘land fong-term
information. thereafier: no capitl dssets or |

All revenues and expenses
during year, repardless of

Revenues for which cash is
received during or soon alter year|

All revenues and expenses during the

year, regardless ot when cash s

when cash is received or
paid

end: expenditures when goods or |received or paid
servicey have been received and
payment is made during the year

or spon thereafter

Tvpe of inflow oitflow
information

THE CITY AS A WHOLE (GOVERNMENT-WIDE)

FINANCIAL HIGHLIGHTS
* The City’s total combined net position was $6,104,599 at September 30, 2023 (See Figure A-3).

* Current year activity resulted in an increase in the City’s net position by $397,230 (See Figure A-4),
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MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Asgsets;
Current and other assets
Noncurrent assets

Total assets

Deferred outflows

Liabilities:
Current liabilities
Long-term liabilities
Total liabilities

Deferred inflows

Net position:
[nvestment in capital assets
Restricted
Unrestricted

Totai net position

SEPTEMBER 30, 2023

Figure A-3
City's Net Position

Governmental Business-Type
Activities Activities Total

2023 2022 023 2022 023 022
$ 3,981,508 § 1,811,553 $ 428918 § 294,334 3 4410426 § 2,105,887
3,030,377 3,468,552 3,853,778 3,655,301 6,884,155 7,123,853
7,011,885 5,280,105 4,282,696 3,949,635 11,294,581 9,229,740
286,416 47,250 110,079 41,662 396,495 88,912
1,522,054 879,438 696,906 636,221 2,218,960 1,515,659
2,891,360 1,658,381 305,642 224,374 3,197,002 1,882,755
4,413,414 2,537,819 1,002,548 860,595 5,415,962 3,398,414
124,575 157,549 45,940 55,320 170,515 212,869
(872,445) 1,044 869 3,853,578 3,655,101 2,981,133 4,699,970
179,677 124,715 141,476 139,037 321,153 263,752
3,453,080 1,462,403 (650,767}  (718,756) 2,802,313 743,647
$ 2,760,312 % 2,631,987 $3,344,287 $3,075,382 $ 6,104,599 § 5,707,369




Revenues:

Program revenues:
Charges for services
Grant income

General revenues:
Taxes

Gain/(loss) on sale of assets

[nterest income
Other
Total revenues

Expenses:
General government
Public safety
Streets
Building & technology
Municipal court
Parks
Sanitation
Develepment services
Hotel
Interest on debt
Other
Water and sewer
Total expenses

Revenues over (under)
expenses

Transfers
Change in net position
Beginning net position

Ending net position

CITY OF JOHNSON CITY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
SEFTEMBER 30, 2023

Figure A-4
Changes in City Net Position

Governmental Business-Type
Activities Activities Total

023 2022 2023 2022 2023 2022
§ 903485 % 771,898 3 880412 $ 897616 $ 1,783,897 $ 1,669,514
50,000 265,059 - - 50,000 265,059
1,865,982 1,691,581 - - 1,865,982 1,691,581
- 163,557 - - - 163,557

79,643 - 10,699 - 90,342 -
439,647 100,416 1,931 14,349 441,578 114,765
3,338,757 2,992,511 893,042 911,965 4,231,799 3,904,476
587,019 492,151 - - 587,019 492151
709,617 649,973 - - 709,617 649,973
34,684 118,420 - - 34,684 118,420
236,895 209,597 - - 236,895 209,597
116,529 104,634 - - 116,529 104,634
303,249 206,127 - - 303,249 206,127
475,595 406,369 - - 475,595 406,369
133,207 100,340 - - 133,207 100,340
131,415 110,015 - - 131,415 110,015
92,873 45,614 - - 92,873 45,614
71,059 27,814 - - 71,059 27,814
- - 942,427 902,791 942,427 902,791
2,892,142 2,471,054 942,427 902,791 3,834,569 3,373,845
446,615 521,457 (49,385) 9,174 397,230 530,631

(318,290) 223,776 318,290 (223,776) - -
£28,325 745,233 268,905 (214,602) 397,230 530,631
2,631,987 1,886,754 3,075,382 3,289,984 5,707,369 5,176,738

§ 2,760,312 § 2,631,987

$3,344,287 $3,075,382

3 6,104,599 § 5,707,369




CITY OF JOHNSON CITY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
SEPTEMBER 30, 2023

CITY REVENUES
The majority of the City's revenue is generated from charges for water and sewer services (21%), property

taxes (25%), sales taxes (17%), and primary government charges for services (21%). The remaining is
obtained from the grants, contributions, franchise fees, court fees, and other sources (See Figure A-5).

Figure A-5
Revenue Sources

= Water and Sewer

* Property Taxes

* Franchise Fees

= Sales Taxes

* Primary Government Charge for

Services

= Other

GROWTH TRENDS

Governmental Activities

The City's property tax rate for maintenance and operations (M&O) decreased from $0.2803 to $0.2492 in
the current fiscal year generating $743,797 in M&O taxes, an increase of $89,767 over the previous fiscal
year. While the City's franchise fees increased $5,974, or 8%, sales taxes increased by $53,537, or 8%. The
new M&O tax rate for the year beginning October 1, 2023 is $0.2085

Business-Type Activities
Water and sewer sales decreased by $17,204, or 2%.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

General Fund Budgetary Highlights
General Fund expenditures were less than revenues and transfers by $363.911. which produced a favorable
variance of $401,986, more than budgeted. See details of budget and actual revenues on page 53.

Capital Assets

During the year ended September 30, 2023, the City invested $273,727 in a broad range of capital assets,
including infrastructure, equipment and buildings (See Figure A-6). These additions were funded from
grants, notes payables, and other City funds.



CITY OF JOHNSON CITY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUBITED)

SEPTEMBER 30, 2023
Figure A-6
City's Capital Assets
Governmental Business-Type
Activities Activities Total
2023 2022 2023 2022 2023 2022
Land £ 484501 § 484,501 b 41402 § 41,402 b3 525903 § 325,903
Construction in progress - 390,056 32246 32,246 32,246 422.302
Buildings 748,671 748,671 100,163 100,163 848,834 848 834
Machinery & equipment 706.505 697.751 872,001 379,233 1.578.506 1,076,984
Improvements 3,180,386 3.018.125 8,497,463 8.497,463 11,677,849 £1,515,588
Total at historical cost 5,120,063 5,339,194 9,543,275 9,050,567 14,663,338 14,389,611
Accumulated depreciation (2,089,686) (1.870,532) (3,689.697) (5.395,4006) (7,779.383) (7.265.958)
Net capital assets 5 3,030,377 § 3,468,552 $ 3853578 § 3,655,101 5 6883955 S 7,123,653

Debt Adminisération

The City's property tax rate for debt services decreased from $0.1187 to $0.1077 in the current fiscal year
generating $320,116 in debt service taxes, an increase of $43,481 from the previous fiscal year. More
detailed information about the City's debt is presented in the Notes to the Financial Statements. The new
debt service tax rate for the year beginning October 1, 2023, is $0.1484,

Figure A-7
City's Long-Term Debt
Governmental Business-Type
Activilies Activities Total
2023 2022 2023 2022 2023 2022
Bonds payable $ 3,131,526 3% 1,815566 $ - L) - £ 3,131,526 § 1.815566
Financed purchases 771,296 608,117 - - 771,296 608,117
Total $ 3.902,822 S 2,423,683 8 - 3 - $ 3902822 § 2,423,683

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Next year's proposed General Fund budget is projected to remain consistent with this year's actual revenues
with revenues and expenses of $2,525,739.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the City's finances and to demonstrate the City's accountability for the money it
receives. Any questions about this report or need for additional financial information should be addressed to
the City of Johnson City, Attn: Chief Administrative Officer, 303 E. Pecan Drive, Johnson City, TX 78636.

-10-
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF NET POSITION

SEPTEMBER 30, 2023
Primary Government
Governmental Business-Type
Activities Activities Totzl
ASSETS
Current assets:
Cash and cash equivalents b3 734,942 $ 150,491 b 885,433
Investments 2,451,221 209,886 2,661,107
Receivables, net b15,139 68,327 183,466
Due from (to) other funds 680,206 (680,206) -
Non-current assets:
Other assets - 200 200
Capital assets:
Non-depreciable 484,501 73,648 558,149
Depreciable, net 2,545,876 3,779,930 6,325,806
Total assets 7,011,885 3,602,276 10,614,161
DEFERRED QUTFLOWS
Deferred outflows related to refunding 9,074 - 9,074
Deferred outflows related to OPEB 6,638 2,449 9,087
Deferred outflows related to pensions 270,704 107,630 378,334
Total deferred outflows 286,416 110,079 396,495
LIABILITIES
Current liabilities:
Payable from unrestricted assets:
Accounts payable 174,785 9.414 184,199
Accrued salary and benefits 17,940 7,072 25,012
Payable from restricted assets:
Interest payable 53,774 - 53,774
Financed purchases, due within one year 167,966 - 167,966
Bonds payable, due within one year 258,714 - 258,714
Non-current liabilittes:
Payable from restricted assets:
Customer deposits - 141,476 141,476
Financed purchases, due more than one year 603,330 - 603,330
Bonds payable, due more than one year 2,872,812 - 2,872,812
Net OPEB liability 18,548 11,789 30,337
Net pension liability 245,545 152,377 397,922
Total liabikities 4,413,414 322,128 4,735,542
DEFERRED INFLOWS
Deferred inflows related to OPEB 18,278 5,759 24,037
Deferred inflows related to pensions 106,297 40,181 146,478
Total deferred inflows 124,575 45,940 170,515

The accompanying notes are an integral part of this financial statement.
-1l -



CITY OF JOHNSON CITY, TEXAS
STATEMENT OF NET POSITION - CONTINUED

NET POSITION

Met investm
Restricted
Unrestricted

SEPTEMBER 30, 2023
Primary Government
Governmental Business-Type
Activities Activities Total

ent in capital assets $ (872,445) % 3,853,578 2,981,133
179,677 141,476 321,153

3,453,080 (650,767) 2,802 313

Total pet position 3 2,760,312 $ 3,344,287 6,104,599

The accompanying notes are an integral part of this financial statement.
-12-
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2023

Program Revenues

Operating
Charges for Grants &

Function/program activities Expenses Services Contributions

Primary government:
Government activities:
General government $ 587.019 $ 124,951 $ -
Public safety 709,617 - -
Streets 34,684 - -
Building & technology 236,895 - -
Municipal court 116,520 53,117 -
Parks 303,249 6,600 -
Sanitation 475,595 509,358 -
Development services 133,207 209,459 -
Hotel 131,415 - -
Interest on debt 02,873 - -
Other 71,059 - -
2,892,142 903,485 -
Business-type activities;

Water & sewer 942,427 880,412 -
Total business-type activities 942,427 880,412 -
Total primary government 3,834,569 1,783,897 -

General revenues:
Taxes:
Property
Sales
Franchise
Other
Interest income
Gain / {loss} on sale of assets
Miscellaneous
Transfers
Total general revenues and transfers

Changes in net assets
Net position - beginning of year

Net position - end of year

The accompanying notes are an integral part of this financial statement.
-14-



Net (Expenses) Revenues and Changes in Net Assets

Capital Primary Government
Granis & Governmental Business-Type
Contributions Activities Activities Total
$ 50,000 3 (412,068) § - (412,068)
- (709,617) - (709,617)
- (34,684) - (34.684)
- (236,895) - {236,893)
- (63,412) - (63,412)
- (296,649) - (296,649)
- 33,763 - 33,763
- 76,252 - 76,252
- (131,413) - (131,415)
- (92,873) - (92,873)
- (71,059) - (71,059)
50,000 (1,938,657) - (1,938,657)
- - (62,015) (62,015)
- - (62,015) (62,015)
50,000 (1,938,657) (62,015) (2,000,672)
1,049,297 - 1,049,297
735,216 - 735,216
81,469 - 81,469
79.643 10,699 90,342
439,647 1,931 441,578
(318,290) 318,290 -
2,066,982 330,920 2,397,902
128,325 268,905 397,230
2,631,987 3,075,382 5,707,369
$ 2,760,312 $ 3,344,287 6,104,599

The accompanying notes are an integral part of this financial statement.
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CITY OF JOHNSON CITY, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS

SEPTEMBER 30, 2023

ASSETS

Unrestricted
Cash and cash equivalents
Investments

Receivables, net

Due from other funds

Restricted assets:
Cash and cash equivalents

Total assets

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable
Accrued salary and benefits
Due to other funds
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes
Total liabilities

FUND BALANCES
Restricted
Committed
Unassigned
Total fund balances
Total liabilities, deferred inflows, and fund balances

Hotel / Motel
General Fund Fund

$ 47,108 3 96,722
349,360 51,438

111,754 -

680,404 -
1,188,626 148,160
155,838 8,178

17,940 -

214 -
173,992 8,178

10,235 -

10,235 -
- 139,982

1,004,399 -
1,004,399 139,982
$ 1,188,626 h) 148,160

The accompanying notes are an integral part of this financial statement.

-16-



Capital Non-Major Total

Debt Service Replacement Vehicle & Equipment Governmental Governmental
Fund Fund Replacement Fund Funds Funds

b 31,334 b 314,301 $ 186,478 $ 59,002 3 734,942

- 2,051,609 (1,186) - 2,451,221

3,385 - - - [i5,139

- 300 16 - 680,720

34,716 2,360,210 185,308 59,002 3,982,022

- 6,330 2,601 1,838 174,785

- - - - 17,940

300 - - . 514

300 6,330 2,601 1,838 193,239

3,385 - - - 13,620

3,385 - - - 13,620

31,031 - - 8,664 179,677

- 2,359,880 182,707 48,500 2,591,087

- - - - 1,004,399

31,031 2,359,880 182,707 57,164 3,775,163

b 34,716 p 2,366,210 3 185,308 3 59,002 b 3,082,022

-17-

The accompanying notes are an integral part of this financial statement.
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CITY OF JOHNSON CITY, TEXAS
RECONCILIATION OF THE BALANCE SHEET OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2023

TOTAL FUND BALANCE - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the statement of net
position are different due to the following:

Capital assets, net of accumulated depreciation are not financial
resources and, therefore, are not reported in the funds.

Certain receivables are not available to pay current-period
expenditures and, therefore, are deferred in the funds. This amount
includes deferred property taxes.

Deferred outflows and inflows represent the consumption of net
position that is applicable to a future reporting period and are not
reported in the funds.

Certain liabilities related to long-term debt are not reported in the
funds, such as accrued interest payable.

Certain long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds.

NET POSITION - GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of this financial statement.
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3,775,163

3,030,377

13,620

161,841

(33,774)

(4,166,915)

$
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED SEFTEMBER 30, 2023

Hoted / Motel
Ceneral Fund Fund
REVENUES
Property taxes 3 743,797 $ -
Sales tax 735,216 -
Franchise taxes 81,469 -
Other taxes - -
Licenses and permits 54,182 155,277
Charge for services 518,336 -
Grants - -
Fines 53,117 -
Rents and royalties 62,116 -
Interest income 24,491 2,187
Other 382,342 -
Total revenues 2,655,060 157,464
EXPENDITURES
Current;
General government 528,793 -
Public safety 646,976 -
Streets 27,250 -
Building & technology 232,980 -
Municipal court 97,644 -
Parks 287.792 -
Sanitation 417,917 -
Development services 133,207 -
Emergency services - -
Hotel - 121,890
Capital outlay 93,074 -
Debt service:
Principal - -
Interest - -
Total expenditures 2,465,633 121,890
Excess (deficiency) of revenues
over expenditures 189,433 35,574
OTHER FINANCING SOURCES (USES)
Other - -
Proceeds from bond issuances and financed purchases - -
Bond issuance costs - -
Gain / (loss) on sale of assets - -
Transfers in 174,478 -
Transfers out - -
Total other financing sources (uses) 174,478 -
Net change in fund balances 363,911 35,574
Fund bzlances - beginning of year, as restated 640,488 104,408
Fund balances - end of year 3 1,004,399 b 139,982

The accompanying notes are an integral part of this financial statement.
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Debt Services
Fund

Capital
Replacement
Fund

Vehicle &
Equipment
Replacement Fund

MNon-Major

Governmental

Funds

Total
Governmental
Funds

$

320,116

(2,196)

325
3,985

$

1,063,913
735,216
81,469

209,459
634,309
50,000
53,117
62,116
79,643
384,131

317,920

52,530

3,353,373

256,804
44,613

170,203

539,793
646,976

27,250
232,980

97,644
287,792
417,917
133,207
121,890
273,727

256,804
44,613

301.417

181,203

10,450

3,080,593

16,563

(86,827)

63,567

52,530

272,780

(1,100)

(10)
1,672,192
(33,290)

(36,614)
64,144

{45)

(37,769)
1,736,336
(33,290)

174,478

(1,100)

1,638,892

27,530

(43)

1,839,755

£5,403

15,628

1,552,065

807,815

93,097

89,610

52,485

4,679

2,112,535

1,662,628

31,031

$ 2,359,880

3 182,707

$

57,164

3

3,775,163

The accompanying notes are an integral part of this financial statement.
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CITY OF JOHNSON CITY, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30, 2023

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the statement of
activities are different due to the following:

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

The proceeds of debt issuances provide current financial resources
to governmental funds, but issuing debt increases long-term
liabilities in the statement of net assets. Repayment of debt principal
is an expenditure in the governmental funds, but the long-term
liabilities in the statement of net assets. This is the amount by which
debt proceeds exceeded payments and changes in accrued interest
and amortization of deferred outflows from refunding.

Some expenses reported in the statement of activities do not require
the use of current financial resources and are not reported as
expenditures in the governmental funds. These expenditures include
changes in accrued compensation and changes in pension and OPEB
benefits and related inflows and outflows.

CHANGE IN NET ASSETS - GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of this financial statement.
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$ 2,112,535
(438,175)
(1,527,792)
(18,243)

$ 128,325




CITY OF JOHNSON CITY, TEXAS
STATEMENT OF NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2023
Enterprise Fund
ASSETS
Current assets:
Cash and cash equivalents 5 150,491
Investments 209,886
Accounts receivable, net 68,327
Due from other funds 214
Total current assets 428,918
Non-current assets:
Non-depreciable assets, net 73,648
Depreciable assets, net 3,779,930
Other assets 200
Total non-current assets 3,853,778
Total assets 4,282,696
DEFERRED OUTFLOWS
Deferred outflow related to pension 107,630
Deferred outflow related to OPEB 2,449
Total deferred outflows 110,079
LIABILITIES
Current liabilities:
Accounts payable 9414
Accrued salary and benefits 7,072
Due to other funds 680,420
Total current liabilities 696,906
Non-current liabilities:
Meter deposits 141,476
Net pension liability 152,377
Net OPEB liability 11,789
Total non-current liabilities 305,642
Total liabilities 1,002,548
DEFERRED INFLOWS
Deferred inflow related to pensions 40,181
Deferred inflow related to OPEB 5,759
Total deferred inflows 45,940

The accompanying notes are an integral part of this financiat statement.
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF NET POSITION

PROPRIETARY FUND
SEPTEMBER 30, 2023
Enierprise Fund
NET POSITION
Investment in capital assets 3,853,578
Restricted 141,476
Unrestricted (650,767)
Total net position $ 3,344,287

The accompanying notes are an integral part of this financial statement.
-25.



CITY OF JOHNSON CITY, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET POSITION
PROPRIETARY FUND
YEAR ENDED SEPTEMBER 30, 2023

OPERATING REVENUES
Charges for services
Other revenue
Total operating revenues

OPERATING EXPENSES
Personnel services - salaries and wages
Personnel services - employee benefits and taxes
Purchased property services
Other operating costs
Depreciation
Total operating expenses

CPERATING INCOME
NON-QPERATING REVENUES (EXPENSES)
Interest income

Total non-operating revenues (expenses)

INCOME (LOSS) BEFORE
CONTRIBUTIONS & TRANSFERS

CONTRIBUTIONS AND TRANSFERS
Transfers from (to) primary government

CHANGE IN NET POSITION
NET POSITION - BEGINNING OF YEAR

NET POSITION - END OF YEAR

The accompanying notes are an integral part of this financial statement.
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Enterprise Fond

$ 880,412
1,931

882,343

203,122
48,478
20,6595

375,841

294,291

942,427

(60,084)

10,699

10,699

(49,385)

318,290

268,905

3,075,382

$ 3,344,287




CITY OF JOHNSON CITY, TEXAS
STATEMENT OF CASH FLOWS
PROFPRIETARY FUND
YEAR ENDED SEPTEMBER 30, 2023

CASH FLOWS FROM OPERATING ACTIVITIES

The accompanying notes are an integral part of this financial statement.
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Receipts from customers b3 855,804
Receipts from others 1,931
Payments to employees, contractors, and other (251,959)
Payments to suppliers (332,021)
Net cash flows from operating activities 273,845
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Operating transfers 318,290
Net cash flows from non-capital financing activities 318,290
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Transfer of capital assets (492,768)
Net cash flows from capital and related financing activities (492,768)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments {198,330)
Net cash flows from investing activities (198,330)
NET CHANGE IN CASH AND CASH EQUIVALENTS (98,963)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 249,454
CASH AND CASH EQUIVALENTS - END OF YEAR b 150,491
RECONCILIATION OF OPERATING INCOME TO NET
CASH FROM OPERATING ACTIVITIES
Operating income $ (60,084)
Adjustments not affecting cash:
Depreciation 294,291
(Increase) decrease in assets and increase (decrease) in liabilities:
Accounts receivable (24,518)
Due from (to) other funds 89,727
Accounts payable (16,753)
Accrued salary and benefits (12,289)
Meter deposits 2,439
Deferred outflows (68,417)
Deferred inflows (9,380)
Net OPEB liability (2,363)
Net pension liability 81,192
Net cash flows from operating activities 5 273,845




CITY OF JOHNSON CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

In evaluating how to define the government, for financial purposes, management has considered atl potential component
units. The decision to include a potential component unit in the reporting entity was made by applying the criteria set
forth in GASB Statement 14. The definition of the reporting entity is based primarily on the concept of financial
accountability. A primary government is financially accountable for the organizations that make up its legal entity. It is
also financially accountable for legally separate organizations if its officials appoint a voting majority of an
organization's governing body and either it is able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to, or to impose specific financial burdens on, the primary
government. Based on the foregoing criteria, there were no component units identified that would require inclusion in
this report.

The financial statements of the City are prepared in accordance with generally accepted accounting principles (GAAP)
in the United States of America as applied to governmental units. The Governmental Accounting Standards Board
{GASB) is the accepted primary standard-sefting body for establishing governmental accounting and financial reporting
principles. GASB periedically updates its codification of the existing Governmental Accounting and Financial
Reporting Standards, which along with subsequent GASB pronouncements (Statements and Interpretations), constitutes
GAAP for governmental units. The more significant accounting and reporting policies and practices used by the City
are described below.

Reporting Entity

The City's basic financial statements include all activities, organizations, and functions for which the City is considered
to be financially accountable. The criteria considered in determining activities to be reported within the City's basic
financial statements include whether:

- the organization is legally separate (can sue and be sued in its own name)

- the City holds the corporate powers of the organization

- the City appoints a voting majority of the organization's board

- the City is able to impose its will on the organization

- the organization has the potential to impose a financial benefit/burden on the City
- there is a fiscal dependency by the organization of the City

The above criteria were applied to potential organizations to determine if the entity should be reported as part of the
City. It was determined that the City has no component units or related organizations that should be reported within the
City's basic financial statements.

Implementation of New Standards

GASB Statement No. 91, Conduit Debt Obligations, is effective for the City in fiscal year 2023. This statement
provides a single methed of reporting conduit debt obligations by issuers and eliminates diversity in practice. The new
standard clarifies the definition of a conduit debt obligation, that a conduit debt obligation is net a liability of the issuer,
establishes standards for accounting and financial reporting of commitments extended by issuers and arrangements
associated with conduit debt obligations, and improves required note disclosures. The City does not have conduit debt.
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CITY OF JOHNSON CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 39, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

GASB Statement No. 96, Subscription-Based Information Technology Arrangements, (GASB 96) requires recognition
of certain right-to-use subscription assets and corresponding liabilities for subscription-based information technology
arrangements (SBITA) that were previously classified as operating subscriptions and recognized as outflows of
resources based on the payment provisions of the contract. The City did not have any SBITAs that qualified for GASB
96 implementation.

GASB Statement No. 99, Omnibus 2022, includes certain provisions that were effective for the City in fiscal year 2022
and other provisions that are effective in fiscal year 2023 and 2024. The Statement addresses a variety of topics which
include provisions regarding practice issues that have been identified during implementation and application of certain
GASB Statements as well as accounting and financial reporting for financial guarantees. The following provisions were
effective and implemented in fiscal year 2023: Clarification of GASB Statement No. 87, Leases, as amended and
clarification of provisions in GASB Statement No. 96, Subscription-Based Information Technelogy Arrangements.

Government-Wide Financial Statements

The government-wide financial statements are prepared using the economic resources measurement focus and accrual
basis of accounting. Government-wide financial statements do not provide information by individual fund or fund
types, but distinguish between the City's governmental activities and business-type activities on the Statement of Net
Position and Statement of Activities. The statements report information on all of the non-fiduciary activities of the
primary government and its component units. The City's Statement of Net Position includes both non-current assets and
non-current liabilities of the City. Accrual accounting reports all of the revenues and cost of providing services each
year, not just those received or paid in the current year or soon thereafter. Additionally, the government-wide Statement
of Activities reflects depreciation expense on the City's capital assets, including infrastructure.

Statement of Net Position

The Statement of Net Position is designed to display the financial position of the primary government (government and
business-type activities). The City reports all capital assets, including infrastructure, in the government-wide Statement
of Net Position and reports depreciation expense - the cost of "using up" capital assets - in the Statement of Activities.
The net position of the City is broken down into three categories: 1) invested in capital assets, net of related debt; 2)
restricted; and 3) unrestricted. Long-term liabilities are reported in two categories: 1) the amount due within one year;
and 2) the amount due in more than one year.

Statement of Activities

The government-wide Statement of Activities reports net revenue (expense) in a format that focuses on the cost of each
of the City's govemmental activities and for each of the City's business-type activities. The expense of individual
functions is compared to revenues generated directly by the function (for instance, through user charges or
intergovernmental grants). General revenues (including all taxes), investiment earnings, special and extraordinary items,
and transfers between governmental and business-type activities are reported separately after the total net expenses of
the government's functions, ultimately arriving at the change in net position of the period. Program revenues are
segregated into three categories: 1) charges for services; 2) program-specific operating grants and contributions; and 3)
program-specific capital grants and contributions. Indirect costs are allocated amount functions based on use.
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YEAR ENDED SEPTEMBER 30, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Fund Level Financial Statements

In addition to the government-wide financial statements, the City prepares fund financial statements, which continue to
use the modified accrual basis of accounting and the current financial resources measurement focus. The focus on the
fund financial statements is on the major individual funds of the governmental and business-type activities, as well as
any fiduciary funds (by category) and any component units. Fund financial accounting is designed to demonstrate legal
compliance and to aid financial management by segregating transactions related to certain government functions or
activities.

The City reports the following major governmental funds:

General Fund
Reporis as the primary fund of the City. This fund is used to account for all financial resources not reported in any
other funds.

Hotel / Motel Fund
Established to account for revenues assessed and collected for specific purposes.

Debi Service Fund

Established to account for the accumulation of financial resources for the payment of principal and interest of the City's
general obligation debt. The City annually levies ad valorem taxes restricted for the retirement of general obligation
bonds and interest. This fund reports ad valorem taxes collected for debt purposes only.

Capital Replacement Fund and Vehicle & Equipment Replacement Fund
Bond Management - Established to account for the capital expenditures of general obligation bond proceeds.

Grants Management - Established to account for the City's capital grants and contributions which fund the acquisition,
construction, or rehabilitation of capital assets. These revenues are subject to externally imposed restrictions to these
program uses.,

The City reports the following major enterprise funds:

Water and Sewer Fund
Accounts for the operating activities of the City's water and sewer services.
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A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Measurement Focus/Basis of Accounting

The government-wide financial statements are reporied using the economic resources measurement focus and the
accrual basis of accounting, generally including the reclassification or elimination of internal activity (between or
within fund). Proprietary fund level financial statements also report using the same focus and basis of accounting
although internal activity is not eliminated in these statements. Revenues are recorded when earned and expenses are
recorded when liability is incurred, regardless of the timing of related cash flows. Property tax revenues are recognized
in the year in which they are levied while grants are recognized when grantor eligibility requirements are met.

Governmental fund level financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized when they are both measurable and available.
Available means collectible within the current period or soon enough thereafter to pay current liabilities. The City
considers revenues to be available if they are collected within sixty days of the fiscal year end. Expenditures are
recorded when the related fund liability is incurred, except for debt principal and interest which are reported
expenditures in the year due.

Major revenue sources susceptible to accrual include sales and property taxes. In general, other revenues are recognized
when cash is received.

Operating income reported in the proprietary fund financial statements includes revenues and expenses related to the
primary, continuing operations of the fund. Principal operating revenues for proprietary funds are charges to customers
for sales or services. Principal operating expenses are the costs of providing goods or services and included
administrative expenses and depreciation of capital assets.

When both restricted and unrestricted resources are available for use, it is the City's policy to use restricted resources
first, then unrestricted resources as needed. See Note E for information describing the City's restricted assets.

Assets, Liabilities, and Net Position or Equity

Cuash and Cash Eguivalents
For purposes of the Statement of Cash Flows, highly liquid investments are considered to be cash equivalents if they
have a maturity of three months or less when purchased.

Inventories and Prepaid Items
The City records purchases of supplies as expenditures, utilizing the purchase method of accounting for inventory.
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items.
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Cupital Assets

The City's capital assets and infrastructure with useful lives of more than one year are stated at historical cost and
comprehensively reported in the government-wide financial statements. The City maintains infrastructure asset records
consistent with all other capital assets. Proprietary capital assets are also reported in their respective funds. Donated
assets are stated at fair value on the date donated. The City generally capitalizes assets with a cost of $5,000 or more as
purchases and outlays occur. The cost of normal maintenance and repairs that do not add to the asset value or materially
extend useful lives are not capitalized. Capital assets are depreciated using the straight-line method. When capital assets
are disposed, the cost and applicable accumulated depreciation are removed from the respective accounts, and the
resulting gain or loss is recorded in operations. For information describing capital assets, see Note F.

Estimated useful lives, in years, for depreciable assets are as follows:

Machinery and equipment 5-10
Buildings and improvements 10-20
Infrastructure 20-50

Deferred Inflows/Outflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to a future period and will not be
recognized as an outflow of resources (expense/expenditure) until that time. Deferred outflows, found on the
government-wide Statement of Net Position, consist of deferred losses on refundings and deferred outflows related to
pensions. A deferred loss on refunding oceurs when there is a difference in the carrying value of the refunded debt and
its reacquisition price. The amount is deferred and amortized over the shorter of the life of the refunded debt or
refunding debt. Deferred outflows related to pensions consist of amounts paid into the retirement system after the
prescribed measurement date plus the net difference between projected and actual earnings.

Deferred inflows of resources represent an acquisition of net position that applies to a future period and will not be
recognized as an inflow of resources (revenue) until that time. Deferred inflows, found on the government-wide
Statement of Net Position, consist of deferred inflows related to pensions and deferred professional prosecutor revenue.
On the governmental funds balance sheet, deferred inflows consist of deferred property tax revenue, deferred special
assessment revenue, and deferred professional prosecutor revenue. All amounts are deferred and recognized as inflows
of resources in the period that the amounts become available.

Long-Term Debt

In the government-wide and proprietary fund level financial statements, outstanding debt is reported as liabilities.
Outstanding debt is reported within governmental activities and business-type activities based on use of proceeds. Bond
issue costs are expensed when incurred.

Fund Balance/Net Position

Fund balances/net position are divided into five classifications based primarily on the extent to which the City is bound
10 observe constraints imposed upon the use of the resources in the governmental funds. The classifications are as
follows:

-32.



CITY OF JOHNSON CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Non-spendable
The non-spendable fund balance category includes amounts that cannot be spent because they are not in spendable

form, or legally or contractually required to be maintained intact. The "not in spendable form" criterion includes items
that are not expected to be converted to cash. It also includes the long-term amount of interfund loans.

Restricted

Fund balance is reported as restricted when constraints placed on the use of resources are either externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments, or is
imposed by law through constitutional provisions or enabling legislation. Enabling legislation authorizes the City to
assess, levy, charge, or otherwise mandate payment of resources (from external resource providers) and includes a
legally enforceable requirement that those resources be used only for the specific purposes stipulated in the legisiation.
Legal enforceability means that the City can be compelled by an external party-such as citizens, public interest groups,
or the judiciary to use resources created by enabling legislation only for the purposes specified by the legislation.

Committed

The committed fund balance classification includes amounts that can be used only for the specific purposes imposed by
formal action (ordinance or resolution) of the City Council. Those committed amounts cannot be used for any other
purpose unless the City Council removes or changes the specified use by taking the same type of action (ordinance or
resolution) it employed to previously commit those amounts. In contrast to fund balance that is restricted by enabling
legislation, committed fund balance classification may be redeployed for other purposes with appropriate due process.
Constraints imposed on the use of committed amounts are imposed by the City Council, separate from the authorization
to raise the underlying revenue; therefore, compliance with these constraints are not considered to be legally
enforceable. Commitied fund balance also incorporates contractual obligations to the extent that existing resources in
the fund have been specifically committed for use in satisfying those contractual requirements.

Assigned

Amounts in the assigned fund balance classification are intended to be used by the City for specific purposes but do not
meet the criteria to be classified as restricted or committed. In governmental funds other than the General Fund, the
assigned fund balance represents the remaining amount that is not restricted or committed. In the General Fund,
assigned amounts represent intended uses established by the City Council or a city official delegated that authority by
City Charter or ordinance.

Unassigned
Unassigned fund balance is the residual classification for the General Fund and includes all spendable amounts not

contained in the other classifications. In other governmental funds, the unassigned classification is used only to report a
deficit balance resulting from overspending for specific purposes for which amounts had been restricted, committed, or
assigned.

The City applies restricted resources first when expenditures are incurred for purposes for which either restricted or
unrestricted (committed, assigned, and unassigned) amounts are available. Similarly, within unrestricted fund balance,
committed amounts are reduced first followed by assigned, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of the unrestricted fund balance classifications could be used.
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YEAR ENDED SEFTEMBER 30, 2023

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Revenues and Expenditures/Expenses

Inter-Fund Activity

Inter-fund activity results from loans, services provided, reimbursements or transfers between funds. Loans are reported
as inter-fund receivables and payables as appropriate and are subject to elimination upon consolidation. Services
provided, deemed to be at market or near market rates, are treated as revenues and expenditures or expenses.
Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund, and reduces its related cost
as a reimbursement. All other inter-fund transactions are treated as transfers. Transfers-in and transfers-out are netted
and presented as a single "Transfers” line on the government-wide statement of activities. Similarly, inter-fund
receivables and payables, if applicable, are netted and presented as a single "internal Balances" line of the government-
wide Statement of Net Assets.

Compensated Absences
Compensated absences are reported as acerued in the government-wide financial statements. In the fund level financial
statements, only matured compensated absences payable to currently terminating employees are reported.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent assets and liabilities at
the date of the financial statements, and the reported amounts of revenues and expenses during the reported periods.
Final amounts could differ from those estimates.

Subsequent Events
Management of the City has evaluated subsequent events for disclosure through the date of the Independent Auditors'
Report, the date the consolidated financial statements were available to be issued.

B. BEPOSITS AND INVESTMENTS

The City's funds are required to be deposited and invested under the terms of a depository contract. The depository bank
deposits for safekeeping and trust with the City's agent bank approved pledged securities in an amount sufficient to
protect City funds on a day-to-day basis during the period of the contract. The pledge of approved securities is waived
only to the extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.

Cash Deposits
At September 30, 2023, carrying amounts of the City's cash deposits were $885,443 and bank balances were $919,252.
The City's cash deposits at September 30, 2023, were not in excess of FDIC insurance and bank pledged securities.
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YEAR ENBDED SEPTEMBER 30, 2023

B. BEPOSITS AND INVESTMENTS - CONTINUED

Investments

The City is required by Government Code Chapter 2256, The Public Funds Investment Act (Act), to adopt, implement,
and publicize an investment policy. That policy must be written; primarily emphasize safety of principal and liquidity;
address investment diversification, yield, and maturity and the quality and capability of investment management; and
include a list of the types of authorized investments in which the investing entity's funds may be invested and the
maximum allowable stated maturity of any individual investment owned by the entity.

The Act requires an annual audit of investment practices. Audit procedures in this area conducted as a part of the audit
of the general purpose financial statements disclosed that in the areas of investment practices, management reports and
establishment of appropriate policies, the City adhered to the requirements of the Act. Additionally, investment
practices of the City were in accordance with local policies.

The Act determines the types of investments which are allowable for the City. These include, with certain restrictions,
(1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of deposit, (3) certain
municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers' acceptances, (7)
mutuval funds, (8) investment pools, (9) guaranteed investment contracts, and (10} common trust funds.

Fair Value Hiergrehy

The three levels of the fair value hierarchy under GASB 72 are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active
markets that the entity has the ability to access.

Level 2 Inputs to the valuation methodology include:
Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive markets;
Inputs other than quoted prices that are observable for the asset or liability; and
Inputs that are derived principally from or corroborated by observable market data by correlation or other
means.

Level 3 I[nputs to the valuation methodology are unobservable and significant and use the best information available
under the circumstances.

The City's fair value determination of money market and fixed income are based on unadjusted quoted prices for
identical assets in active markets. TexPool investments are not classified in a level hierarchy as they are recorded at net
asset value.

The City's investments at September 30, 2023, are shown below.

Investment or Investment Type Level Maturity Fair Value
TexPool Investment N/A N/A $ 2,661,107
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B. PEPOSITS AND INVESTMENTS - CONTINUED

GASB Statement No. 79, Certain External Investment Pools and Pool Participants (GASB 79). This statement
establishes how certain state and local government external investment pools may measure and report their investments.
An external investment pool may elect to measure, for reporting purposes, all of its investments at amortized cost if it
meets certain criteria. In addition, this statement also establishes additional note disclosures for external investment
pools and their participants.

TexPool operates in a manner consistent with the criteria set forth in GASB 79 and therefore uses amortized cost to
report net assets to compute share prices. The State Comptroller of Public Accounts exercises oversight responsibility
over TexPool. Oversight includes the ability to significantly influence operations, designation of management, and
accountability for fiscal matters. Additionally, the State Comptroller has established an advisory board composed of
both participants in TexPool and other persons who do not have a business relationship with TexPool. The Advisory
Board members review the investment policy and management fee structure. TexPool does not have any restrictions or
limitations on withdrawals,

TexPool is rated AAAm by Standard & Poor’s. As a requirement to maintain the rating, weekly portfolio information
must be submitted to Standard & Poor’s for review. TexPool is also required to send portfolio information to the office
of the State Comptroller of Public Accounts.

Analysis of Specific Deposit and Investment Risks

Professional standards require a determination as to whether the City was exposed to the following specific investment
risks at year end and if so, the reporting of certain related disclosures:

Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The ratings of
securities by nationally recognized rating agencies are designed to give an indication of credit risk. At year end, the City
was not exposed to a significant amount of credit risk.

Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are
uncollateralized, collateralized with securities held by the pledging financial institution, or collateralized with securities
held by the pledging financial institution's trust department or agent but not in the City's name.

Investment securities are exposed to custedial credit risk if the securities are uninsured, are not registered in the name of
the government, and are held by either the counterparty or the counterparty's trust department or agent but not in the
City's name. At September 30, 2022, the City's investment deposits were entirely covered by depository insurance or
collateralized with securities held by the pledging financial institution in the City's name.

Concentration of Credit Risk
This is the risk of loss attributed to the magnitude of a government's investment in a single issuer. At year end, the City
was not exposed to conceniration of credit risk.
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B. DEPOSITS AND INVESTMENTS - CONTINUED

Interest Rate Risk
This is the risk that changes in interest rates will adversely affect the fair value of an investment. At year end, the City
was not exposed to interest rate risk.

Foreign Currency Risk
This is the risk that exchange rates will adversely affect the fair value of an investment. At year end, the City was not
exposed to foreign currency risk.

C. RECEIVABLES, UNCOLLECTIBLE ACCOUNTS, AND DEFERRED REVENUE

Sales Tax Receivable

Sales taxes are collected and remitted to the City by the State Comptroller's Office. All sales taxes are collected within
sixty days of year end. At fiscal year end, the receivables represent taxes collected but not yet received by the City and
are recorded as revenue.

Property Taxes Receivable and Deferred Revenne

Property taxes are assessed and remitted to the City by the Blanco County Appraisal District. Taxes, levied annually on
October I, are due by January 31. The majority of tax payments are received December through March. Lien dates for
real property are July.

Allowances for uncollectible tax receivables reported in the General Fund are based upon historical experience in
collecting property taxes. Uncollectible personal property taxes are periodically reviewed and written off when deemed
uncollectible; however, state statutes prohibit writing off real property taxes without specific authority from the Texas
Legislation.

in the governmental fund level financial statements, property taxes receivable are recorded in the General Fund when
assessed (October 1), At fiscal year end, property taxes receivables represent delinquent taxes. 1f delinquent taxes are
not paid within sixty days of fiscal year end, they are recorded as deferred revenue.

In the government-wide financial statements, property tax receivables and related revenues include all amounts due to
the City regardless of when cash is received.

At September 30, 2023, receivables for governmental activities are summarized in the government-wide financial
statements as follows:

Allowance for

Uncollectible

Receivables Accounts Net Receivables
Sales tax receivable $ 56,891 $ - $ 56,891
Property tax receivable 14,298 {678) 13,620
Garbage receivable 44,628 - 44,628
Total receivables $ 115817 3§ (678) % 115,139
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C. RECEIVABLES, UNCOLLECTIBLE ACCOUNTS, AND DEFERRED REVENUE - CONTINUED

Business-Type Activities Receivables

Business-type activities receivables represent amounts due from customers for water, wastewater, and sanitation
services. These receivables are due within one month. Receivables are reported net of an allowance for uncollectible
accounts and revenues net of what is estimated to be uncollectible. The allowance is estimated using accounts

receivable past due more than ninety days.

At September 30, 2023, Business-type activities receivables are summarized in the financial statements as follows:

Allowance for
Uncollectible

Receivables Accounts Net Receivables
Customer receivables $ 69433 § (I1,106) § 68,327
D. RESTRICTED CASH AND INVESTMENTS

At September 30, 2023, restricted assets consisted of the following:

Governmental  Business-Type
Cash and cash equivalents: Activities Activities Total
Customer deposits $ - $ 141,476  § 141,476

Governmental  Business-Type
Investments: Activities Activities Total
General $ 2,451,221 $ - Y 2,451,221
Utility fund - 209,886 209,886
Total investments $ 2,451,221 3 209,886 3 2,661,107
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E. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2023, was as follows:

Beginning
Governmental Activities: Ralance Additions Deletion Reclass Ending Balance
Non-depreciable assets:
Land ¥ 484,501 $ - $ - 5 - 3 484,501
Construction in progress 390,056 102,712 - (492,768) -
Total non-depreciable assets $ 874,557 §& 102,712 % - $ (492,768) &% 484,501
Depreciable assets:
Buildings $ 748671 % - h) - $ - 3 748,671
Machinery & equipment 697,751 8,754 - - 706,505
Improvements 3,018,125 162,261 - - 3,180,386
Total depreciable assets 4,464,547 171,015 - - 4,635,562
Accumulated depreciation (1,870,552) (219,134) - - (2,089,686)
Depreciable assets, net $ 2593995 § (48,119) $ - 5 - $ 2545876
Beginning Deletions/ Deletions/
Business-Type Activities: Balance Additions Reclass Reclass Ending Balance
Non-depreciable assets:
Land ;3 41,402 $ - 3 - $ - $ 41,402
Construction in progress 32,246 - - - 32,246
Total non-depreciable assets § 73,648  § - $ - $ - $ 73,648
Depreciable assets:
Buildings $ 100,163 % - $ - $ - 3 100,163
Machinery and equipment 379,233 - - 492,768 872,001
Improvements 8,497,463 - - - 8,497,463
Total depreciable assets 8.976,859 - - 492,768 9,469,627
Accumulated depreciation (5,395,406) (294,291 - - {5,689,697)
Depreciable assets, net $ 3,581,453 § (294,291) $ - $ 492768 % 3,779,930




CITY OF JOHNSON CITY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2023

E. CAPITAL ASSETS - CONTINUED
Depreciation expense was charged to the functions as follows:

Governmental  Business-Type

Function: Activities Activities Total

General government $ 43599 % - hY 43,599
Public safety 62,641 - 62,641
Streets 7,434 - 7,434
Builtding and technology 3,915 - 3,915
Municipal court 18,885 - 18,885
Parks 15,457 - 15,457
Sanitation 57,678 - 57,678
Hotel 9,525 - 9,525
Buiidings - 1,520 1,520
Machinery and equipment - 14,280 14,280
[mprovemernts - 278,491 278,491
Total depreciation expense 3 219,134 % 294291 $ 513,425

F. INTER-FUND BALANCES AND ACTIVITY

Transfers (To) From Other Funds

Government Proprietary Capital Projects
Purpose General Fund Wide Fund Fund Funds
Other transfers $ 174478 % - $ (174,478) -
Transfer of capital assets - (492,768) . 492768 -

G. LONG-TERM DEBT

Long-Term Debt Activify

Changes in long-term debt obligations for the year ended September 30, 2023, are as follows:

Beginning Ending Amounts Due
Governmental Activities: Balances [ncreases Decreases Balances Within One Year
Bonds payable $ 1.784,000 $ 1,500,000 $ (180,000) § 3,104,000 $ 256,000
Premium on refunding 31,566 - (4,040) 27,526 2,714
Financed purchases 608,117 236,336 (73,157 771,296 167,966

Total governmental activities $ 2,423,683 § 1,736,336 § (257,197} $ 3,902,822 § 426,680
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G. LONG-TERM DEBT - CONTINUED

Debt Service Requirements

General Obligation Refunding Bonds, Series 2012

On December 1, 2012, the City issued $1,675,000 in general obligation bonds, proceeds to be used to refund Series
2003 and 2005 certificates of obligations. Bond interest rate from 2.00% - 3.00% with semi-annual payments due on
February 1 and August | of each year until maturity in 2030 or prior redemption,

Certificate of Obligation. Series 2015

On July 16, 2015, the City issued $895,000 in certificate of obligation bonds. The bond interest rates between 0.00% to
2.41% with semi-annual payments due on February | and August | of each year until maturity in 2035 or prior
redemption.

General Obligation Refunding Bonds, Series 2021
On September 13, 2021, the City issued $402,000 in general of obligation bonds. The bond interest rate of 2.200% with
semi-annual payments due on February I and August 1 of each year until maturity in 2031 or prior redemption.

Certificate of Obligation, Series 2023
On June 29, 2023, the City issued $1,500,000 in certificate of obligation bonds. The bond interest rate of 4.250% with
semi-annual payments due on February [ and August 1 of each year until maturity in 2036 or prior redemption.

Debt service requirements on long-term bond debt at September 30, 2023, were as follows:

Series 2012 - $1,675,000

For the years ending September 30, Principal Interest Total
2024 b 100,000 b 19,000 $ 119,000
2025 85,000 16,500 101,500
2026 90,000 13,950 103,950
2027 95,000 11,250 106,250
2028 90,000 11,250 101,250
2029 - 2030 190,000 8.550 198,550
Total $ 650,000 % 80,500 § 730,500

Series 20135 - $895,000

For' the years ending September 30, Principal Interest Total
2024 $ 50,000 % 13,374 % 63,374
2025 50,600 12,628 62,628
2026 50,000 11,819 61,819
2027 50,000 10,934 60,934
2028 50,000 9,984 59,984
2029 - 2033 220,000 28,836 248,836
2034 - 2036 175,000 8,464 183,464
Total $ 645,000 $ 96,039 $ 741,039
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Series 2021 - $402,000

For the years ending September 30, Principal Interest Total
2024 L3 36,000 % 6,798 & 42,798
2025 36,000 6,006 42,000
2026 37,000 5,214 42214
2027 38,000 4,400 42,400
2028 39,000 3,564 42,564
2029 - 2031 123,000 5,456 128,456
Total $ 309,000 $ 31438 % 340,438

Series 2023 - $1,500,000

For the years ending September 30, Principai interest Total
2024 h 70,000 % 69,417 % 139,417
2025 95,600 60,775 155,775
2026 95,000 56,738 151,738
2027 100,000 52,700 152,700
2628 110,000 48,450 158,450
2029 - 2033 470,000 169,788 639,788
2034 - 2036 560,000 37,548 597,548
Total $ 1,500,000 §% 465416 § 1,995,416

Deferred Cutflow on Refunding

The City has deferred outflow of $23,308 related to the Series 2012 refunding, This outflow represents the amount of
the new bond principal, less issuance costs, that was greater than the current principal balance of the bonds refunded
and will be amortized, straight-line, over the life of the Series 2015 Bond. The deferred outflow remaining balance at
September 30, 2023, was $9,074.

Financed Purchases

On April 30, 2021, the City entered into financing agreements for vehicles totaling $172,897 at 3.39% fixed interest rate
with yearly payments of $37,263 due in September. The City's balance remaining on the note payable at September 30,
2023, is $70,896.

On November 11, 2021, the City entered into financing agreements for tasers totaling $22,460 at 0.00% fixed interest
rate with yearly payments of $5,053 due in October. The City's balance remaining on the note payable at September 30,
2022, is §15,161.

On November 19, 2021, the City entered into financing agreements for funding towards the SCADA project totaling
$185,500 at 3.53% fixed interest rate with yearly payments of $41,173 due in December. The City's balance remaining
on the note payable at September 30, 2023, is $151,109.
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G, LONG-TERM PERBT - CONTINUED

On September 6, 2022, the City entered into financing agreements for equipment totaling $297,794 at 4.75% fixed
interest rate with yearly payments of $68,308 due in October. The City's balance remaining on the note payable at
September 30, 2023, is $297,794.

On September 25, 2023, the City entered into financing agreements for equipment totaling $172,192 at 6.115% fixed
interest rate with yearly payments of $41,006 due in September. The City's balance remaining on the note payabie at
September 30, 2023, is $172,192.

On September 25, 2023, the City entered into financing agreements for equipment totaling $64,144 at 6.249% fixed
interest rate with yearly payments of $11,592 due in September. The City's balance remaining on the note payable at
September 30, 2023, is $64,144.

Debt service requirements on long-term financed purchases at September 30, 2023, were as follows:

Governmental Activities

For the years ending September 30, Principal Interest Total
2024 b 167,966 % 36,429 § 204,395
2025 175,325 25,070 204,395
2026 145,773 21,360 167,133
2027 147,533 14,546 162,079
2028 113,518 7,388 120,906
2029 21,181 2,005 23,186

$ 771,296 § 116,798 % 882,094

Continnuing Disclosure

The City has entered into a continuing disclosure undertaking to provide Annual Reports and Material Event Notices to
the State Information Disclosure Depository of Texas, which is the Municipal Advisory Council. This information is
required under SEC Rule 15¢2-12 to enable investors to analyze the financial condition and operation of the City.

H. RESTRICTED NET ASSETS

At September 30, 2023, net assets restricted by enabling legislation consisted of the following:

Governmental  Business-Type

Activities Activities Total
Debt service $ 31,031 $ - b 31,031
Special revenue funds 148,646 - 148,646
Customer deposits - 141,476 141,476
Total restricted net assets 3 179677 § 141476 % 321,153
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L RISK MANAGEMENT

The City is exposed to various risks of loss relating to general liability, accidental loss of real and personal property,
damage to assets, errors and omissions, acts of God, and personnel risks which relate to workers compensation. The
City contracts with the Texas Municipal League (TML) to provide insurance coverage for identified risks. TML is a
multi-government group that provides for a combination of modified self-insurance and stop-loss coverage.
Contributions are sent annually to TML. Liability by the City is generally limited to the contributed amounts.

J. PENSION PLAN

Plan Description

The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory, hybrid
defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an agent multiple-employer public
employee retirement system. The plan provisions that have been adopted by the City are within the options available in
the governing state statutes of TMRS.

TMRS issues a publicly available comprehensive annual financial report that includes financial statements and required
supplementary information (RSI) for TMRS. This report also provides detailed explanations of the contributions,
benefits, and actuarial methods and assumptions used by TMRS. This report may be obtained by writing to TMRS, P.O.
Box 149153, Austin, TX 78714-9153, or by calling 800-924-8677; in addition, the report is available on TMRS's
website at www. TMRS.com.

The plan provisions are adopted by the governing bady of the City, within the options available in the state statutes
governing TMRS. Plan provisions for the City are as follows:

Plan Year 2021 Plan Year 2022

Employee deposit rate 6.0% 6.0%
Matching ratio (city to employee) 1.5t01 1.5t0 1
Years required for vesting 5 5
Service retirement eligibility (expressed as age/years of service) 60/5, 0/20 60/5, 0/20
Updated service credit 100%, 100%,
Repeating, Repeating,
Transfers Transfers
Annuity increase (1o retirees) 70% of CPI 70% of CPI
Repeating Repeating

At December 31, 2022, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 9
Inactive employees entitled to but not yet receiving benefits 13
Active employees i3

35
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J. PENSION PLAN - CONTINUED
Contributions

Under the state law governing TMRS, the contribution rate for each city is determined annually by the actuary, using
the Projected Unit Credit actuarial cost method. This rate consists of the normal cost contribution rate and the prior
service cost contribution rate, which is calculated to be a level percent of payroll from year to year. The normal cost
contribution rate finances the portion of an active member’s projected benefit allocated annualiy; the prior service
coniribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the applicable period for that city,
Both the normal cost and prior service contribution rates include recognition of the projected impact of annually
repeating benefits, such as Updated Service Credits and Annuity Increases.

The City contributes to the TMRS Plan at an actuarially determined rate. Both the employees and the City make
contributions monthly. Since the City needs to know its contribution rate in advance for budgetary purposes, there is a
one-year delay between the actuarial valuation that serves as the basis for the rate and the calendar year when the rate
goes into effect. The actuarially determined required employer contribution rate for calendar years 2022, 2021, and
2020 were 8.82%, 9.82%, and 9.96%, respectively. The required contribution rate payable by the employee members
for calendar years 2022, 2021, and 2020 the rate was 6%.

Net Pension Asset

The City’s net pension asset was measured as of December 31, 2022, and the total pension asset used to calculate the
net pension asset was determined by an actuarial valuation as of that date,

Actnarial Assumptions

The total pension liability in the December 31, 2022, actuarial valuation was determined using the following actuarial

assumptions:
Actuarial valuation date December 31, 2022
Actuarial cost method Entry Age Normal
Amortization method Level Percentage of Payroll, Closed
Remaining amortization period 18 years
Asset valuation method 10 Year smoothed market; 12.00% soft corridor
Inflation 2.50%
Salary increases 3.50% to 11.50% including inflation
Investment rate of return 6.75%
Retirement age Experience-based table of rates that are specific to the

City's plan of benefits. Last updated for the 2019
valuation pursvant to an experience study of the
period 2014 - 2018
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J. PENSION PLAN - CONTINUED

Actuarial Assumptions - Continued

Mortality Post-retirement: 2019 Municipal Retirees of Texas
Mortality Tables. The rates are projected on a fully
generational basis with scale UMP.
Pre-retirement: PUB(10) mortality tables, with the
Public Safety table used for males and the General
Employee table used for females. The rates are
projected on a fully generational basis with scale
UMP.

Other Information:

Notes 1} There were no benefit changes during the year.

These actuarial assumptions were developed primarily from the actuarial investigation of the experience of
TMRS over the four year period from December 31, 2014 to December 31, 2018. They were adopted in 2019
and first used in the December 31, 2019 actuarial valuation.

Biscount Rate

The discount rate used to measure the total pension asset was 6.75%. System-wide Investment Return Assumption:

6.75% per year, compounded annually, composed of an assumed 2.50% inflation rate and a 4.25% net real rate of
return. This rate represents the assumed return, net of all investment expenses.
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J. PENSICN PLAN - CONTINUED

Change in Net Pension Liability

Increase {Decrease)

Total Pension Fiduciary Net Pension
Liability / (Asset) Net Position  Liability / (Asset)
(a) (b) (a-b)
Balances as of December 31, 2021 $ 2,586,747 $§ 2,555,417 3 31,330
Changes for the year:
Service cost 110,930 - 110,930
Interest on total pension liability 174,781 - 174,781
Change in benefit terms including substantively automatic status - - -
Difference between expected and actual experience 28,047 - 28,047
Effect of assumptions changes or inputs - - -
Benefit payments (114,082) - (114,082)
Contributions - employer - 78,129 (78,129)
Contributions - employee - 54,069 (54,069)
Net investment income - (186,184) 186,184
Benefit payments - (114,082) 114,082
Administrative expenses - (1.614) 1,614
Other - 1,926 (1,926)
Net changes 199,676 (167,756) 367,432
Balances as of December 31, 2022 $ 2,786,423 % 2,387.661 b 398,762

Sensitivity of the Net Pension Liability (Asset) to Changes in the Discount Rate

The following presents the net pension lability of the City, calculated using the discount rate of 6.75%, as well as what
the City’s net pension asset would be if it were calculated using a discount rate that is one percentage point lower
(5.75%) or one percentage point higher (7.75%) than the current rate.

1% Current 1%
Decrease Discount Rate increase
5.75% 6.75% 7.75%
Net penston liability / (asset) 3 776,820 % 397,922 % 84,543

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately issued TMRS’s
comprehensive annual financial report.
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Pension Fxpenses and Deferred Qutfiows/Inflows of Resources Refated to Pensions

For the year ended September 30, 2023, the City recognized pension expense of $71,794. At September 30, 2023,
deferred outflows and inflows of resources related to pensions were reported from the following sources:

Deferred Inflows Deferred Qutflows

of Resources of Resources
Differences between expected and actual earnings $ 25,639 h) 21,385
Differences between projected and actual earnings 120,839 286,940
Contributions made subsequent to measurement date - 70,009

3 146,478 & 378,334

The $70,009 reported as deferred outflows of resources related to contributions subsequent to the measurement date
will be recognized as a reduction of the net pension liability in the year ended September 30, 2023. Other amounts
reported as deferred outflows of resources and deferred inflows of resources will be recognized as pension expense as

follows:

Years Ending
September 30,
2023 $ (6,030)
2024 44,345
2025 50,398
2026 73,134
2027 -
Thereafter -
3 161,847

Funded Status and Funding Process

The fund status as of December 31, 2022, is presented as follows:

(a) (b) (c) (d) (e) 6
Actuarial

Actuarial Accrued Unfunded AAL UAAL as of %
Valuation Actuarial Value of Liability Funded Ratio  (UAAL) (b) - Covered of Covered

Date Assets (AAL) (a)/(b) (a) Payroll Payroll (d)/(e)
12/31/2020 h) 2,237,188  §$2,438,179 91.76% $ 200991 $ 750,508 26.78%
12/31/2021 2,586,747 2,555,417 101.23% (31,330) 766,535 -4.05%
12/31/2022 2,786,423 2,387,661 116.70% {398,762) 901,145 -44.25%
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J. PENSION PLAN - CONTINUED

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events
far into the future. Actuarially determined amounts are subject to continual revision as actual amounts are compared to
past expectations and new estimates are made about the future.

Actuarial calculations are based on the benefits provided under the terms of the substantive plan in effect at the time of
each valuation, and reflect a long-term perspective. Consistent with that perspective, actuarial methods and assumptions
used include techniques that are designed to reduce short-term volatility actuarial in accrued liabilities and the actuarial
value of assets. The Schedule of Funding Progress, presented as Required Supplementary Information following the
notes to the financial statements, presents multi-year trend information about whether the actuarial value of plan assets
is increasing or decreasing over time relative to the actuarial accrued liability of benefits.

K. OTHER POSTEMPLOYMENT BENEFITS (OPEB) - SUPPLEMENTAL DEATH BENEFITS FUND (SDBF)

Plan Description

The City also participates in the cost sharing muitiple-employer defined benefit group-term insurance plan operated by
the Texas Municipal Retirement System (TMRS) known as Supplemental Death Benefits Fund (SDBF). The City
elected, by ordinance, to provide group-term life insurance coverage to both current and retired employees. The City
may terminate coverage under and discontinue participation in the SDBF by adopting an ordinance before November |
of any year to be effective the following January 1.

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 period preceding the month of death);
retired employees are insured for $7,500; this coverage is an "other postemployment benefit," or OPEB.

At December 31, 2022, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 5
[nactive employees entitled to but not yet receiving benefits 2
Active employees I3
20
Contributions

Due to the SDBF being considered an unfunded OPEB plan, benefit payments are treated as being equal to the
employer’s yearly contributions for retirees. During the year ended September 30, 2023, the City has not made any
contributions to the SDBF.
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K. OTHER POSTEMPLOYMENT BENEFITS (OPEB) - SUPPLEMENTAL DEATH BENEFITS FUND (SDBF) -

CONTINUED

Actuarial Assumptions

The total OPEB liability in the December 31, 2022, actuarial valuation was determined using the following actuarial

assumptions:

Actuarial valuation date

Inflation

Salary increases

Discount rate*

Retirees' share of benefit-related costs
Administrative expenses

Mortality rates - service retirees

Mortality rates - disabled retirees

Other Information:
Notes

December 31, 2022

2.50%

3.50% to 11.50% including inflation

4.05%

$0

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

2019 Municipal Retirees of Texas Mortality Tables.
The rates are projected on a fully generational basis
with scale UMP,

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

No benefit changes during the year.

*The discount rate was based on the Fidelity Index’s “20-Year Municipal GO AA Index” rate as of

December 31, 2022.

Note: The actuarial assumptions used in the December 31, 2022, 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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K. OTHER POSTEMPLOYMENT BENEFITS (OPEB) - SUPPLEMENTAL BEATH BENEFITS FUND (SDBF) -
CONTINUED

Change in Net OPEB Liability

Increase (Decrease)

Total OPEB Fiduciary Net OPEB
Liability / (Asset)  Net OPEB Liability / (Asset)
(a) (b) (a-b)
Balances as of December 31, 2021 3 41,007 § - $ 41,007
Changes for the year:
Service cost 2,613 - 2,613
Interest on total pension liability 774 - 774
Difference between expected and actual experience 2,718 - 2,718
Effect of assumptions changes or inputs (16,234) - (16,234)
Benefit payments (541} - (541)
Net changes (10,670) - {10,670)
Balances as of December 31, 2022 $ 30,337 % - 3 30,337

Sensitivity of the Net Pension Liability (Asset) to Changes in the Discount Rate

The following presents the net pension liability of the City, calculated using the discount rate of 4.05%, as well as what
the City’s net pension asset would be if it were calculated using a discount rate that is one percentage point lower
(3.05%) or one percentage point higher (5.05%) than the current rate.

1% Current 1%
Decrease Discount Rate Increase
3.05% 4.05% 3.05%
Net OPEB liability / (asset) $ 36,528 % 30,337 h) 25,422

QPEB Plan Fiduciary Net Position

Detailed information about the OPEB plan’s fiduciary net position is available in the separately issued TMRS’s
comprehenstve annual financial report.

OPEB Expenses and Deferred Quiflows/Inflows of Resources Related to OPEBR

For the year ended September 30. 2023, the City recognized OPEB expense of $7,740. At September 30, 2023,
deferred outflows and inflows of resources related to OPEB were reported from the following sources:
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K. OTHER POSTEMPLOYMENT BENEFITS (OPEB) - SUPPLEMENTAL DEATH BENEFITS FUND (SDRBF) -
CONTINUED
Deferred Inflows Deferred Qutflows

of Resources of Resources
Differences between expected and actuval experience h) 0459 % 2,357
Changes in assumptions and other inputs 14,578 6,730
Conitributions made subsequent to measurement date - -

$ 24,037 % 9,087

Amounts reported as deferred outflows of resources and deferred inflows of resources will be recognized as pension
expense as follows:

Years Ending

September 30,
2023 5 (2,457
2024 (2,063)
2025 (2,702)
2026 {2,863)
2027 (2,119)
Thereafter (2,746)

$ (14,950
L. HEALTH CARE COVERAGE

During the year ended September 30, 2023, employees of the City were covered by a health insurance plan (the Plan).
The City paid premiums of $86,808 to the Plan. Employees, at their option, authorized payroll withholdings to pay
premiums for dependents. All premiums were paid to a licensed insurer. The Plan was authorized by Article 3.51-2,
Texas Insurance Code and was documented by contractual agreement.
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) - GENERAL FUND
YEAR ENDED SEPTEMBER 30, 2023

Variance
Finzl Favorable
Budgﬂ Budgﬁ Actual (Unfaverable)
REVENUES
Property taxes $ 730,855 $ 730,855 § 743,797 % 12,942
Sales tax 746,963 746,963 735,216 (11,747)
Franchise taxes 78,777 78,778 81,469 2,691
Penalties and interest - - - -
Other taxes 92 92 - (92)
Licenses and permits 72,001 72,001 54,182 (17,819)
Charge for services 396,940 467,262 518,336 51,074
Grants - - - -
Fines 56,632 56,632 53,117 (3,515
Rents and royalties 60,119 60,119 62,116 1,997
Interest - - 24,491 24,491
Other 17,588 75,218 382,342 307,124
Total revenues 2,159,967 2,287,920 2,655,066 367,146
EXPENDITURES
General government 558,130 514,384 528,793 (14,409)
Public safety 771,919 736,705 646,976 89,720
Streets - 27,250 27,250 -
Building & technology 242,873 231,454 232,980 (1,526)
Municipal court 94,244 95,246 97,644 (2,398)
Parks 321,390 275,774 287,792 (12,018)
Sanitation 321,172 429 951 417,917 12,034
Development services 78,917 96,635 133,207 (36,572)
Capital outlay - 93,074 93,074 -
Total expenditures 2,388,645 2,500,473 2,465,633 34,840
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (228,678) (212,553) 189,433 401,986
OTHER FINANCING SQURCES (USES)
Proceeds from bond and note payable issuances - - - -
Bond issuance costs - - - -
Transfers (to) frem other funds: 174,478 174,478 174,478 -
Total other financing sources (uses) 174,478 174,478 174,478 -
NET CHANGE IN FUND BALANCE (54,200) (38,075) 363,911 401,986
FUND BALANCE - BEGINNING OF YEAR 640,488 640,488 640,488 -
FUND BALANCE - END OF YEAR § 586,288 § 602,413 $1,004399 § 401,986
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
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A. GENERAL FUND BUDGETARY ANALYSIS

Budgetary Information
The City Council adopts an annual budget prepared on a non-GAAP cash basis. City management may

transfer part or all of any unencumbered appropriation balance within specific categories (i.e., personnel,
operations, supplies, or capital outlay) within programs; however, any revisions that alter the total
expenditures of the categories must be approved by the City Council. The City, for management purposes,
adopts budgets for all funds. Legal budgets are also adopted for all funds, and the legal level of control is the
fund tevel.

Capital projects are funded through capital grants or general obligation debt authorized for specific purposes.

All unused appropriations, except appropriations for capital expenditures, lapse at the close of the fiscal year
to the extent they have not been expended or encumbered. An appropriation for capital expenditures shall
continue in force until the purpose for which it was made is accomplished or abandoned. No supplemental
budgetary appropriations occurred in the debt service fund or in the general fund. Revised budgets, if any,
are used for budget versus actual comparisons.

B. BUDGET VERSUS ACTUAL RESULTS

Operating revenues in the general fund were more than budgeted by $367,146, and operating expenditures
were less than budgeted by $34,840 resulting in an overall operating variance favorable of $401,986. There
was an overall increase in fund balance of $363,911 for the City's general fund.
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CITY OF JOHNSON CITY, TEXAS
REQUIRED SUPPLEMENTAL INFORMATION
SCHEDULE OF CHANGES IN THE CITY'S NET PENSION ASSET/LIABILITY

ANI} RELATED RATI(OS
LAST TEN YEARS*
(Unaudited)
2023 2022 2021
Total Pension Liability (Asset)
Service cost $ 110,390 $ 91,524 $ 02,838
Interest on total pension liability 174,481 164,573 158,753
Change in benefit terms including substantively
automatic status - - -
Difference between expected and actual experience 28,047 (15,882) (81,923)
Effect of assumptions changes or inputs - - -
Benefit payments, including refunds of
employee contributions (114,082) {91.647) (73,923)
Net change in total pension liability (asset) 198,836 148,568 95,745
Total pension liability (asset), beginning 2,586,747 2,438,179 2,342,434
Total pension liability (asset), ending (a) $ 2,785,583 $ 2,586,747 $ 2,438,179
Fiduciary Net Position
Employer contributions $ 78,129 § 74220 % 73,218
Employee contributions 54,069 45,992 45,030
Net investment income {loss) (186,184) 291,005 154,675
Benefit payments, including refunds of
employee contributions (114,082) (91,647 (73,923)
Administrative expenses (1,614) (1,349) (1,002)
Other 1,926 8 (39)
Net change in fiduciary net position (167,756) 318,229 197,959
Fiduciary net position, beginning 2,555,417 2,237,188 2,039,229
Fiduciary net position, ending (b) $ 2,387,661 $ 2,555,417 $ 2,237,188
Net pension liability (asset), ending = (a) - (b) $ 397922 $ 31,330 $ 200,99
Fiduciary net position as a % of total pension
liability (asset) 85.71% 08.79% 01.76%
Covered employee payroll § 901,145 $ 766,535 $ 750,508
Net pension liability (asset) as a % of
covered employee payroll 44.16% 4.09% 26.78%

* Fiscal year 2015 was the first year of implementation, therefore only nine years are shown.
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2020 2019 2018 2017 2016 2015
$ 100,18 $ 101,940 $§ 96237 $ 88,894 $ 83797 $ 68572
148,640 140,230 128,604 119,718 107,368 105,293

; - - 29,035 - -
(25,016) (37.077) 21,460 (12,737) 58,568 (96,759)

3,066 . - - 17,464 -
(72,846) (86,412) (67,412) (68,375) (49,667) (60,478)
154,030 118,681 178,889 156,535 217,530 16,628
2,188,404 2,069,723 1,890,834 1,734,299 1,516,769 1,500,141
$ 2342434 § 2,188,404 $ 2,069,723 $ 1,890,834 § 1,734,299  $ 1,516,769
$ 78683 $ 8085 $§ 79033 $ 67389 $ 62066 $ 54156
47,746 48,856 45,900 43,328 40,255 34,921
266,314 (51,870) 203,822 90,465 1,897 68,051
(72,846) (86,412) (67.412) (68,375) (49,667) (60,478)
(1,503) {1,002) (1,056) (1,022) (1,155) (710)
(46) (56) (54) (55) (57) (58)
318,348 (9,619) 260,233 131,730 53,339 95,882
1,720,881 1,730,500 1,470,267 1,338,537 1,285,198 1,189,316
$ 2,039,229 $ 1,720,881 $ 1,730,500 $ 1470267 § 1,338,537 § 1,285198
$ 303205 $§ 467,523 $ 339223 $ 420,567 $ 395762 $§ 231,571
87.06% 78.64% 83.61% 77.76% 77.18% 84.73%

$ 795762 % 814214 § 765003 § 722131 $ 670916 $ 582,010
38.10% 57.42% 44.34% 58.24% 58.99% 39.79%
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CITY OF JOHNSON CITY, TEXAS
TEXAS MUNICIPAL RETIREMENT SYSTEM
SCHEDULE OF FUNDING PROGRESS

(Unaudited)
(a) (b) () (d) (e) ()
UAAL asa
Actuarial Percentage of
Actuarial Accrued Unfunded Covered
Actuarial Value of Liability ~ Funded Ratio AAL (UAAL)  Covered Payroll
Valuation Date Assets {AAL) {a){(b) (b) - (a) Payroll {dy(e)

12/31/2020 $ 2,237,188 § 2,438,179 91.76% $ 200991 §$§ 750,508 26.8%
12/31/2021 2,586,747 2,555,417 101.23% {31,330) 766,535 -4.1%
12/31/2022 2,786,423 2,387,661 116.70% (398,762) 001,145 -44.3%
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CITY OF JOHNSON CITY, TEXAS
REQUIRED SUPPLEMENTAL INFORMATION
SCHEDULE OF CHANGES IN THE CITY'S TOTAL OPEB ASSET/LIABILITY
AND RELATED RATIOS

LAST TEN YEARS*
{Unaudited)
2023 2022 2021

Total OPEB Liability (Asset)

Service cost $ 2,613 b 2,376 $ 2,101

Interest on total OPER liability 774 918 1,170

Effect of plan changes - - -

Difference between expected and actual experience 2,718 (8,031 (5,771)

Effect of assumptions changes or inputs (16,234) 1,209 3,996

Benefit payments (541) (383) (130)
Net change in total OPEB liability (asset) (10,670) {3,911) 3.346
Total OPEB liability (asset), beginning 41,007 44918 41,572
Total OPEB liability (asset), ending (a) 3 30,337 $ 41,007 $ 44,918
Covered payroll $ 901,145 $ 766,535 § 750,508
Net OPEB liability (asset) as a % of covered payroll 3.37% 5.35% 5.99%

* Fiscal year 2018 was the first year of implementation, therefore only six years are shown.
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2020 2019 2018
$ 2,228 % 2,605 % 2,142
1,264 1,115 1,036
(2,351) (306) -

7,508 (2,750) 2,936
(80) (81) (77)

8,569 583 6,037

33,003 32,420 26,383

$ 41572 % 33,003 $ 32420
$ 795,762 $ 814214 $ 765003
5.22% 4.05% 4.24%
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CITY OF JOHNSON CITY, TEXAS
COMBINING BALANCE SHEET - NON-MAJOR

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2023

ASSETS

Unrestricted
Cash and cash equivalents
Investments

Receivables, net

Due from other funds

Restricted assets:
Cash and cash equivalents

Total assets

LIABILITIES, DEFERRED INFLOWS,
AND FUND BALANCES

LIABILITIES
Accounts payable
Accrued salary and benefits
Due to other funds
Total liabilities

DEFERRED INFLOWS
OF RESOQURCES
Unavailable revenue - property taxes
Total liabilities

FUND BALANCES
Restricted
Committed
Unassigned
Total fund balances
Total liabilities, deferred inflows,
and fund balances

Special Revenue Funds

Court
Technology
Fund

Court Security

Fund

Parks &
Recreation
Fund

$ 2,368

$

2,614

$

2,439

2,368

2,614

2,439

1,838

1,838

2,368

2,614

601

2,368

2,614

601

3 2,368

2,614

2,439

The accompanying notes are an integral part of this financial statement.
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Special Revenue Funds Capital Project Funds

Local Truancy Total Non-Major
& Prevention Court Jury Texas Opioid Governmenial
Fond Fund Abatement Impact Fees Funds
b 1,916 3 41 8 124 % 48,500 5 59,002

1,916 41 1,124 48,500 59,002

- - - - 1,838

- - - - 1,838

1,916 41 1,124 - 8,664

- - - 48,500 48,500

1,916 41 1,124 48,500 57,164

b 1,916 5 4] 5 i,124 ¢ 48,500 ¥ 59,002

The accompanying notes are an integral part of this financial statement.
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CITY OF JOHNSON CITY, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - NON-MAJOR GOVERNMENTAL FUNDS
YEAR ENDED SEPTEMBER 30, 2023

Special Revenue Funds
Court Parks &
Technology Court Security Recreation
Fund Fund Fund

REVENUES

Property taxes $ - $ - 3 -
Sales tax - - .
Franchise taxes - - -
Other taxes - - -
Licenses and permits - - -
Charge for services - - -
Grants - - .
Fines . - - -
Rents and royalties - - -
interest income . -
Other 847 982 100

Total revenues 847 082 100

EXPENDITURES

Current;
General government - - -
Public safety - - -
Streets - - -
Building and technology - - -
Municipal court - - -
Parks - - -
Sanitation - - -
Development services - - -
Emergency services - - -
Hotel - - -

Capital outlay - - -

Debt service:
Principal - - -
Interest - - -

Tatal expenditures - - -
Excess (deficiency) of revenues over expenditures 847 982 100

OTHER FINANCING SOURCES (USES)

Other - - -
Proceeds from bond issuances and financed purchases - - -
Bond issuance costs - - -
Gain / (loss) on sale of assets - - -
Transfers in - - -
Transfers out - - -

Tatal other financing sources (uses) - - -

Net change in fund balances 847 082 100

Fund balances - beginning of year 1,521 1,632 501

Kund balances - end of year $ 2,368 5 2614 h) 601

The accompanying notes are an integral part of this financial statement.
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Special Revenue Funds Capital Project Funds

Local Truancy

Total Non-Major

& Prevention Court Jury Texas Opicid Governmental
Fund Fund Abatement Impact Fees Funds
3 - 3 - 3 - 3 - $ -
- - - 48,220 48,220
- - - 325 325
913 19 1,124 - 3,985
913 19 1,124 48,545 52,530
a3 19 1,124 48,545 52,530
) _ - {45) (43)
- - - (45) -
913 19 [,124 48,500 52,485
1,003 22 - - 4,679
3 1.916 3 41 3 1,124 3 48,500 3 37,164

The accompanying notes are an integral part of this financial statement.
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