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NEFFENDORF & BLOCKER, P.C.

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members of the City Council
City of Johnson City, Texas
Johnson City, TX 78636

Disclaimer of Opinion

We were engaged to audit the financial statements of the governmental aclivities, the businass-type
activities, each major fund, and the aggregate remaining fund information of City of Johnson City, Texas,
as of and for the year ended September 30, 2019, and the related notes to the financial statements, which
collectively comprise the City's basic financial statements as listad in the table of contents.

We do not express an opinion on the accompanying financial statements of City of Johnson City, Texas.
Because of the significance of the matters described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion. Accordingly, we do not express an opinion on these financial statements.

Basis for Disclaimer of Opinion

Emphasis of Matters

Management’s Responsibility for the Financial Statements

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

TEL: 830 997 3348 EMAIL: info@nb-cpa.com

P.O.Box 874 - 512 5 Adams Street, Fredericksburg, TX 78624
MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS & TEXAS SOCIETY OF CPAs

!



Auditor’s Responsibility

Our responsibility is to conduct an audit of City of Johnson City, Texas' financial statements in accordance
with auditing standards generally accepted in the United States of American and to issue an auditor's report.
However, because of the matters described in the Basis for Disclaimer of Opinion section of our report, we
were not gble to obtain sufficient appropriate audit evident to provide a basi g for an audit opinion onthese
financial statements.

We are required to be independent of City of Jahmmn City, Texas and to meet our ethical resporsibilities,
in a{:cmrd&nce with the relevant ethical requirements relating to our audit,

dof~t Rloyen, P.L.

NE&FFEN@ORF & BLOCKER, P, C
Fredericksburg, Texas

May 3, 2021
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CiTY OF JOHNSON CITY
MANAGEMENT'S DISCUSSION AND ANALYSIS {UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2019

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Johnson City, we offer readers of the City's financial statements this
narrative overview and analysis of the financial statements of the City for the year ended Septemiber
30, 2019. Please read it in conjunction with the independent auditors' report on page 1, and the City's
Basic Financial Statements which begin on page 9.

FINANCIAL HIGHLIGHTS

» The assets of the City exceeded its liabilities at the close of the most recent fiscal vear by
$4,797,05€ (net position). Of this amount, the unrestricted net position was ($1,321,183). The
large negative balence in the unrestrictzd net position of the governmental activities is due to
recording of the long-term debt as required by GASE #34. The assets are reflected in the
business-type activities while the long-term debt is shown in the governmental activities
tfinanced by property taxes).

> The City's net position decreased by $71,599 as a result of this year's operations.

» At September 30, 2019, the City's governmental funds reported combined ending fund
balances of $288,700, a decrease of $541,395 in comparison with the prior year.

= At September 30, 2018, the City's Water and Sewer Fund reported net position of $3,402,358,
an increase of $381,663 in comparison with the prior year.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide finsncial
statements include the Statement of Net Position and the Statement of Activities {on pages 9 and 10},
These provide information about the activities of the City as a whole, and present a longer-tarm view
of the City's property and debt obligations and other financial matiers. They reflect the flow of total
economic resources in a manner similar to the financial reports of a business enterprise.

Fund financial statements (beginning on page 12) report the City’s oparations in more detail than the
govemment-wide stetements by providing information about the City's most significant funds. For
governmental activities, these statements tell how services were financed in the short term as well as
what rescurces remain for fulure spending. They reflect the flow of current financial resources, and
supply the basis for tax levies and the appropriations budget.

The notes to the financial statements (starting on page 22) provide narrative explanations or additional
data needed for full disclosure in the government-wide statements or the fund financial statements.

The Budgetary Comparison Schedule {general fund) is presented as required supplementary
information on page 43,
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Heporting the City as a Whole
The Statement of Net Position and the Statement of Activities

The analysis of the City's overall financial condition and operations begins on page 9. Hs primary
purpose is to show whaether the City is better off or worse off as a result of the yaar's activities. The
Statement of Net Position includes all the City's assets and liabilitias at the end of the year while the
Statement of Activities includes all the revenues and expenses generated by the City's operstions
during the year. These apply the accrual basis of accounting which is the basis used by private sector
cCompanies.

All of the current year's revenues and expenses are taken into account regardless of when cash is
received or paid. All the City's assets are reported whether they serve the current year or future years,
Liabilities are considered regardless of whather they must be paid in the current or future years,

These two statements report the City's net position and changes in them. The City's net position {the
differance between assats and liabilities) provide one measure of the Chy's financial health, or financial
position. Over time, increases or decreases in the City's net position are one indicator of whether its
financial health is improving or deteriorating. To fully assess the cverall health of the City, howewver,
you should consider other factors as well, such as changes in the City's customers or its property tax
base and the condition of the City's facilities.

In the Staternent of Net Position and the Statement of Activities, the City has two kinds of activity:

» Governmental activity - Most of the City's basic sarvices are reported here, including the public
safety, public works, municipal court and administration. Property taxes, user charges, sales tax and
franchise tax finance most of these activities,

P Business-type activity - The City's water and sewer system is reported 2s a business-type
activity since the fees charged to customaers cover the cost of services provided.

Beporting the City's Most Significant Funds
Fund Financial Statements

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

The City has two kinds of funds:

5 Governmental funds - All of the City's basic services are reported in governmental funds, These
use modified accrual accounting (a8 method that measures the receipt and disbursement of cash and
alt other financial assets that can be readily converted to cash) and report balances that are avzilable
for future spending. The governmental fund statements provide a detailed short-term view of the
City's general operations and the basic services it provides. We describe the differences betwesn
governmental activities (reported in the Statement of Net Position and the Statement of Activities) and
governmental funds in Note I to the finansial statements.

> Proprietary funds - Services for which the City charges customers a fee are generally reported
in proprictary funds. The City's enterprise fund {Water and Sewer) is & business-type activity and
provides both long and short-term financial information.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Cur analysis focuses on the net position (Table 1) and changes in net position {Table 1} of the City's
governmental and business-type activities.

Net position of the City's governmental activities decreased from $1,847,963 to $1,394,701.
Unrestricted net position - the part of net position that can be used to finance day-to-day operstions
without constraints established by debt covenants, enabling legisiation, or other legal requiremenits -
was ($533,727) at September 30, 2019. This decrease in governmental net position was the result of
five factors. First, the City's expenditures excecded the revenues by $541,395. Second, the City paid
principal on long-term debt in the amount of $125,000 and acquired capital assets in the amount of
$136,191. Third, the City recorded depreciation in the amounts of $161,847. Fourth, dus 1o the
implementation of GASB Statement No. 68 an increase in expenses was necessary in the amount of
$18,830. Fifth, due to the implementation of GASB Statements No. 75 an increase in expenses was
nacessary in the amount of $2,877.

Net position of the City's businesstype eactivities increased from $3,020,692 to $3,402.355.
Unrastricted net position was ${787,458) at September 30, 2019. This decrease in business-type net
position was the result of nat prafit of $381,663.

Table |
Chty of Johnson City
NET POSITION
in thousands
Governmental Business Type Tavals
Activities Activities Prirmary Government
2018 2018 2074 2018 pitas:d 2018
Current and Other Assets $ 663 % 1,128 % W7 5 oy & 76 % 1,025
Capital Assets 3,173 3,198 4,180 3,408 7,363 6,606
Total Assets $ 3842 § 4324 8 4,257 % 3,307 % 8,139 % 7,631
Deferred Qutflow of Resources & 123 % w75 84 3% 54 % 187 % 181
tong-Terrm Linbilities $ 2,148 % 3,247 & 186 § 1B % 2,385 % 2,385
Oner Lisbilites 350 274 760 185 1,110 435
Towal Lisbilives g 2,548 % 2,527 % 945§ 303 % 3,485 § 2824
Geferred Inflow of Resources § 2 % 82 8 12 5 37 % 34 % 98

et Position:
Invested i Capital Assets

2 1,33 1,884 & 1 3,525 5520 & 5419
Mot of Relgted Dabt $ 3008 s s 410§ $ ®

Restricted 598 v, - - 588 502
Unrestricted 1534) {548) {787} {5043 11,321} {1,082}
Total Net Position s 1384 8 1,848 % 3,403 $ 3021 % 47497 5 4,865
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Table il
City of Johnson City

CHANGES IN NET POSITION
inthousands

Gavernmentsl Business Type TOTALS
Activities Activites Frimary Governmnt
2019 2018 2019 SR 2019 2018
Fevenyes:
Charges for Services % 348 % as % 815§ 798 % 1184 % 1,148
Municipal Court Fines 114 117 . - 114 117
Property Taxes 748 674 - - 748 676
Sales Tax 438 386 . - 435 Bs
Frarchiae Tax 10 161 . - 1¥ 161
Other Taxes 8 & - 6 g
Operating and Capital Grans - . 25 48 i 48
westmeant Eamings & k| B 2 7 11
tiscellaneous &9 34 14 10 23 104
Total Revenue & 1,687 % 1,798 % A58 % BED 2,782 % 7658
Expensas:
Financial Administration % 07 % 411 % - - % wnr % 611
Police 380 438 - - 380 436
Highways and Streets 21 43 - . 2 43
Sanitation a0z 373 . - 402 72
Parks 108 ’ - - 108 47
Munizcipal Court 176 168 - - 175 16
Hotel Motel a6 56 . (o4 56
Comrmunity Service 27 v . 27 22
Water and Sawer - - 1,138 1,064 1,135 1068
Daby Service 43 43 . - A% 43

Capital Qutlay 790 L An ) 7 N

Tow! xwm&# — B T a8 ” 1066 § 3614 3,004

Ircresse in Net Position Before

{BB2} 8 14 S (280} 08 % 52 8
Capital Contsibutions & $ 1582} (140) 80) $ 206) 8 w2 s u6)

Transfers

Canltal Contributions B E 780 7 -

Specisl Hem - - - - - -

Transfers 128 #5 {128 a0} “ -

Net Position - Beginning 1,848 1.815 3,021 3,326 4,862 8,247
Prior Period Adjustmen - 116} - {10} “ {76}

MNet Position - Ending % 1,284 % LE4E & 3,403 % 3,021 % 4,797 & 4,569
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The cost of all governmental activities this year was $2,478,228. However, as shown in the Statement
of Activities on page 10, the amount that our taxpavers ultimately financed for these activities through
City taxes was only $748,059 because the other costs were paid by sales tax ($434,737), franchise tax
{$170.484), user charges ($463,058), investment interest ($5,928) and other miscellaneous {74,581,

THE CITY'S FUNDS

As the City completed the year, its governmental funds {as presented in the balance sheet on page 12)
reported a combined fund balance of $288,700, which is less than last year's total of $830,005. Incuded
in this year's total change in fund balance is an increase of $30,776 in the City's General Fund.

The City adopted the General Fund Budget. However, actual expenditures were less than the budgeted
amounts and actual revenues were less than the budgeted amounts.

CAPITAL ASSET AND DEBT ADMINISTRATION

At September 30, 2018, the City had the following amounts invested in capital assets:

CAPITAL ASSETS
in thousands
Governmental Business-Type TOTALS
Activities Agtivities Primary Government
2019 2018 219 2018 2018 2018

Land 5 485 % 485 % 41 5 41 & 526 % 526

Construction in Progress - - 1,213 281 1,213 1

{}mm?mmﬁ & Collecton i 2,866 2,985 2 856 2,988
Systems

Buildings & lmprovements 2,667 2,634 11 14 2,578 2,648

Equipment 122 74 58 73 180 182

Total Capital Assets -1 3,174 % 3,188 % 4,185 3% 3407 % 7,383 % 6,505

More detailed information about the City's capital assets is presentad in Note D and E to the financial
statements,
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DEBT

At Septermber 30, 2019, the City had the following outstanding debt:

OUTSTANDING DEBT
inthousands
Governmeral Business-Type TOTALS
Activities 7 Activities Primary Government
2019 2018 2018 2018 . 2019 2018
Certificates of Obligation 5 835 3 B30 B - 5 - & 835 880
Refunding Bonds 1,008 1,133 - - 1,005 1,138
Total Outstanding Dabt 5 1840 5§ 2013 % - - % 1,840 % 2,013

For governmental activities, the City paid $80,000 in principal on the outstanding refunding bonds and
$45,000 on the outstanding certificates of obligation,

More detailed information about the City's long-term liabilities is presented in Notes F, G, Hand | to
the financial statements,

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The City's elected and appointed officials considered many factors when setting the fiscal-year 2020
budget and tax rates. The major factors ara the assessed property valuation, economy and poapulation
growth. These indicators were taken into account when adopting the Genearal Fund budget for 2020,
Amounts available for appropriation in the Gereral Fund budget are $1,706,091 and expenditures are
estimated to be $1,706,091,

If these estimates are realized, the City's budgetary General fund balance is expected to be about the
same by the close of 2020,

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, eustomers, investors and creditors
with a general overview of the City's finances and to show the City's accountability for the money it
receives. If you have nuestions about this report or need additional financial information, contact the
City's business office, at City of Johnson City, Johnson City, Texas.

[
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CITY OF JOHNSON CITY, TEXAS EXHIBIT A-1
STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

Prispary Govermment

Business -

Governmental Tyvpe
Activities Activities Total

ASSETS
Cash and Cash Equivalents ¥ 39,613 5 25086 8% 64,6499

Investments - Current 76 1,378 1.634
Accounts Receivable Net 126,746 §#0.569 207315
Due from Oiher Punds 453,814 (4538143 -
Temporarily Restricted Asset- TWDB Escrow 48,343 - 48,343
Capitsl Assets:
Land 41,402 323903
Buildings, Net 33 P93 367,094
Improvements other than Buildings, Net 2. 2866434 5076962
Furniture and Equipment, Met 57.650 179,493
Construction i Progress . 1,213,202 L2102
Other Assets - 200 200

Total Assets 3 E43430

ik
W
i
e
e
ha

o

683067

DEFERRED OUTFLOWS OF RESOURCES

Deferred Charge for Refunding 14378 - 14378
Defarred Omtflow Related to Pension Plan 107 280 63,269 170549
Deferred Outflow Related to OPER Plan 1.279 T54 2,033

Total Deferred Outilows of Resources 122,937 64,023 186,960

LIABILITIES

Accounts Payable 120,952 143,949
Wages and Salaries Pavable 213,565 42327
Intergovernmental Payable 2477 - 8077
Acerued Interast Payable 6.891

Bk
el
[
N
Bk e

Meter Deposiis - 12
Neneurrent Lisbilities:

Debn Due Within One Year 125,000

Bonds Pavable - Noncurrent JTEB.686

£20.292

%

125,000
1.738.686

o

Met Pension Liality 204,083 173,438 467,523
Net OPEB Liability 20,760 12,243 33,003
Total Liabilities 2,348,086 192,249 3,040,335

DEFERRED NFLOWS OF RESOURCES
Deferred Inflow Related to Pension Plan
Deferred Inflow Related 1o OPER Plan

o
N

11501 12
048 2,
4,

Pt

—

b
y
e

Total Delerred Inflows of Resources 21787 12,849 34,630
NET POSITION
Net Investment in Capial Assets 1330372 4189811 5.520.183
Restricted for
Restrivted for Special Revenue 283,268 . 283,268
Restricted for Debt Service 314,788 « 314,788

Unrestricted {333,727 {787,450) 1321183y
3

Total Net Position $ 1,394,701 % 3402355 g 4.797.056

The notes w the financial statements are an integra! part of this statement.



CITY OF JOHNSON CITY, TEXAS
STATEMENT OF ACTIVITIES
FORTHE YEAR ENDED SEPTEMBER 30, 2019

Program Revenuss

Operating Capital
Churgos for (rants and CGrants amd
Expenses Servicey Contributions Contributions

Primary Government:
GOVERNMENTAL ACTIVITIES,
Financial Administration
Palice

Highways and Streets - - -
Compunity Services - . -
Hotel Motel . - -
Muunicipal Court 113,777 - -
Sanitaton 321,086 - -
Parks - . -
Interest on Debt - - -
Figcal Agent's Fees - - -

Canital

Ontlay

Total Governmental Activities 463,058

BUSINESS-TYPE ACTIVITIES: ‘
Water & Sewer Fund 1135739 815,430 25,000 FEURET

Total Business-Type Activities 1,135,730 £15,430 28,000 T90,131

TOTAL PRIMARY GOVERNMENT 5 3613967 & LIVR458 % PARE L 790,131

Cieneral Kevenues:

paxes:

Property Taxes, Levied for General Purposes
Property Taxes, Levied tor Debt Service
General Sales and Use Taxes
Gross Receipts Business Tax
Other Taxes
Penalty and Interest on Taxes
Cirants and Contributions
Miscellancous Revenue
Investment Earnings

Transfers In (Out)
Total General Revenues and Transfers
Change in Net Position

Net Position - Beginning

Mot Position - Ending

The notes o the financial statements are an integral part of this statement,
[



EXHIBIT Bl

et (Exponse) Revemes and

Changes m Mot Position

Primary Govermment

Governmanial Hushness-Type
Activities Activities Total

8 . b - 5 (278326
i - (389,775
(21, . (21,3413
(27,17 27175
{6246

‘ . {62.461)
(80.683) - (80,683)
(108,083) . (108,083
(40.785) . (40,785}
(1140} - (1,140
(790.131) - (790,131

2015170} . {(2085,170;

- 494,822 494,822

- 494,822 494,822

ol

(L0517 494,822 (1,520,348

474,758 - 478,758
269,301 - 265,301
434,731 - 434,731
170,484 - 170,484
200 - 200
3,542 - 5
{ROO - i
7039 14,485 a1
3,929 450 6
128,124 (1281244 .

15361,908 (113,159 {448,749

(453,262) 381,663 {71,399

1,847,963 3020692 4,868,655

W3

b3 Laodnr s 3402,358

Lt

4,797,036




CITY OF JOHNSON CITY, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNMDS
SEPTEMBER 30,2019

General Debt Bervice Caphnt
Fund e Privjecs

ASSETS
Cash and Cash Equivalents

o

39613 S - ;

Irvestments - Current 4 - -
Tazes Receivable 17,688 9,704 .
Allowance for Uncollectible Taxes (oredit) (8843 (485) -
Accounts Receivable Net 47,009 - -
Dius from Other Funds 453,814 314,788 -
Temporarily Restricted Asset- TWDE Escrow - - 48,543
Total Assers 3 577516 8 324,007 % 48,543
LIABILITIES

Accounts Payabic % 95,992 3 - % -
Wages and Salaries Pavable 213,593 - -
Intergovernmental Pavable 8,077 - -
Due 1o Other Funds 600,750 . -

Teotal Liabilities 918,414 - -

DEFERKRED INFLOWS OF RESOURCES

Urnavailable Revenue - Property Taxes 16,803 G219 -

Total Deferred Inflows of Resources ; 16,803 9219 .

FUND BALANCES

Restricted for Special Revenus - - -
Capital Acguisition and Contractural Obligation - ‘ - 48,545
Retirement of Long-Term Debt - 314,788 -
Unassigned Fund Balance (337,901 - -

Total Fund Balances (357.901) 314,788 48,545

Total Liabilities, Deferred Inflows & Fund Balances S 77316 & 324,007 (8,345

%
o

The notes to the financial statements are an integral purt of this statement.
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Hotel!
Motel

Fund

Tostal
Governmaental
Funds

285,962

B 30613
76

27,392

(1,369

89,318
1034564
48,343

308,268

§ 1238136

25,000

S 120,992
213,595

8,077

600,750

S

25,000

943,414

- 26,022
- 26022
283268 283,208

4

43,345
314,788
(357,901

283,268

288700

308,268

§ 1258136

fd

EXHIBIT C-1



EXHIBIT C-2
CITY OF JOHNSON CITY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

Total Fund Balances - Governmental Funds $ 2RE.700
Capital assets used in governmental activities are not financial resources and 1.193.907

therefore are not reported in governmental funds. In addition, long-term liabilities,
including bonds payable, are not due and payable in the current period, and,
thercefore are not reported as liabilities in the funds. The net effect of including the
beginning balances for capital assets (net of depreciation) and long-term debt in the
governmental activities is 1 increase net position.

Current year capital outlays and long-term debt principal payments are expenditures 261.191
in the fund financial statements,but they should be shown as increases in capital ‘
assets and reductions in long-term debt in the government-wide financial statements.

The net effect of including the 2019 capital outlays and debt principal payments is to

increase net position.

The items reported as a result of the GASB 68 implementation included a net (206,984)
pension liability of $294,0835, a Deferred Resource Inflow of $20,179 and a Deferred

Resource Outflow of $107.280. The net effect of these was to decrease the ending

net position by 51,085,097,

The items reported as a result of the GASB 75 implementation included an OPEB (21,089)
liability of $20,760, a Deferred Resource Inflow of $1,608 and a Deferred Resource "
Qutflow of 51,279, The net effect of these was to decrease the ending net position by

$21,089.

The 2019 depreciation expense increases accumulated depreciation. The net effect (161,647
of the current year's depreciation is to decrease net position.

Various other reclassifications and eliminations are necessary to convert from the 40,623
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to increase net position.

Net Position of Governmental Activities g 1,394,701

The notes 1o the financial staterents are ap integral part of this statement.



CHTY OF JOHNSON CITY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FORTHE YEAR ENDED SEPTEMBER 30, 2019

General [ieht Service Cagsital
Furd Fuad Projects
REVENUES:
Taxes:
Property Taxes g 07126 % 232330 % -
General Sales and Use Taxes 434,731 . .
Gross Receipts Business Tax TRART . .
Other Taxes 200 - -
Penalty and Interest on Taxes 5,542 . B
Licenses and Permits 13,977 - .
Intergovernmental Revenue and Grants 1.800 -
Charges for Services 335304 -
Fines £13,777 - -
Investment Earnings 2 - 5917
Rents and Rovalties . “
Other Revenug - .
Total Revenues 232,830 5,927
EXPENDITURES:
Current
General Government:
Financial Administration 270,062 -
Public Safety:
Police R0 - -
Public Works:
Highways and Sueets 46,083 . -
Commusity Services 4,250 - -
Hotel Motel - -
Municipal Court 187, ;zéé% - -
Santtation 35727 - -
Culture and Recreation:
Parks 94 667 . 76
Debt Service:
Debt Bervice “ 125,000 -
Interest on Debt . 43,978 -
Fiscal Agent's Fees - 1,140 .

Capital Outlay:
Capital Outlay

Total Expenditures ) 1,488,474 170.118 840,666

Excess (Deficiency) of Revenues Over (Unden) 40,511 62,919 (834,739}
I kp**l%fﬁlii}m%
OTHER FINANCING SOURCES (USES):

Transfers In - . 166,859
Transfiers Out (Use) {38,735} - -
Total Other Froancing Sources (Uses) (38.735) - 166,839

et Change in Fund Balances 0,776 62,712 (667 580}

Fund Balance - October 1 (Beginning) {388,677} 232076 Tie Al

Fund Balance - September 30 (Ending) & (357900 % 34788 % 48,545

The notes to the financial statemenis are an integral part of this siatement,
3



Hoteld
Mol
Fugwd

Toisl

Clovernmental

Funds

91997

739956
434,751
F70,484
200
5,542
13,977
1,800
335304
3,777
5929
6,975
G064

ale9?

1E88. 739

2

000

39000

270,062
88019

46,053
24,230
59,000
157.503
357276

840, 590

2558238

12597

{669,519}

(541,395)
830,095

283268

&

288700

&

EXFIBIT O3



EXHIBIT C-4
CITY OF JOHNSON CITY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMEER 30, 2019

Total Net Change in Fund Balances - Governmental Funds € (541,395)
Current year capital outlays and long-term debt principal payments are expenditures in 261191

the fund financial statements, but they should be shown as increases in capital assets
and reductions in long-term debt in the government-wide financial statements. The net
effect of removing the 2019 capital outlays and debt principal pavinents is to increase
the change in net position.

The entries required by GASB 68 did require that some expenses on B-1 be adjusted. (19,830)
Total credits toexpenses were $71,581 and total debits to expenses were $91,411. The o
net effect on the change in net position on Exhibit B-1 is a decrease of $19,830.

The entries required by GASE 75 did require that some expenses on B-1 be adjusted. (2,877
Total credits to expenses were $371 and total debits to expense were $3,248. The net
effect on the change in net position on Exhibit B-1 is a decrease of $2,877.

Depreciation is not recognized as an expense in governmental funds since it does not (161.647)
require the use of current financial resources. The net effect of the current year's '
depreciation is to decrease the change in net position,

Various other reclassifications and eliminations are necessary to convert from the 11,296
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current vear's tax levy, eliminating interfund transactions, and

recognizing the labilities associated with maturing long-term debt and interest. The net

effect of these reclassilications and recognitions is to increase the change in net

position.

Change in Net Position of Governmental Activities

E]

{453.262)

The notes to the financial statements are an integral part of this statement.
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CITY OF JOHNSON CITY, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
SEPTEMBER 30, 2019

EXHIBIT D]

Enterprise
Fands
ASSETS
Current Assats
Cesh and Cash Equivalents g 25086
Investments - Current 1578
Accounts Receivable Nat 80,569
Total Current Assets 107133

Noncurrent Assets:

Crpital Assets:
Land
Buildings
Accumulated Depreciation - Buildings
Improvements other than Buildings
Accumulated Depreciation - Other Improvements
Furniture and Equipment
Accumulated Depreciation - Furniture & Equipment
Construction in Progress

Other Assets

Total MNoncurrent Assels

Tatal Assets
DEFEHRRED OUTFLOWS OF RESCURCES
Deferred Outflow Related to Pension Plan
Deferred Resource Ouiflow Related to OPER
Total Deferred Cutflows of Resource
LIABILITIES
Current Liabilities;
Accounts Pavable
Wages and Salaries Pavable
Due to Other Funds
Meter Deposits
Total Current Liabilities
Noncurrent Liabilities:
Net Pension Liability
Net OPEDB Liability

Total Noncurrent Liabilities
Tatal Liabilities
DEFERRED INFLOWS OF RESOURCES

Deferred Inflow Related to Pension Plan
Deferred Inflow Related 1o OPER Plan

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capiial Assets
Unrestricted

Total MNet Position

The notes to the financial statements are an integral part of this staternent.
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100,163
(89,070

6,984,579
(4,118,145

9233

143949
42327

453814
120292

P —

760382
173438
185,68 1

946,063

11901
948

12,349

s

4189811
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CITY OF JOHNSON CITY, TEXAS EXHIBIT D-2
STATEMENT OF REVENUES, EXPENSES, AND CHANGES [N FUMD NET POSITION
PROPRIETARY FLINDS
FORTHE YEAR ENDED SEPTEMBER 30, 2019

ol
Enterprise
Funds

OPERATING REVENUES:
Charges Tor Services
Other Revenue

Total Operating Revenves

OPERATING EXPENSES:
Persennel Services - Salaries and Wages
Perscnnel Services - Emplovee Benefits
Purchased Professional & Technical Services
Purchased Property Services
Other Operating Costs
Supplies
Depreciation
Total Operating Expenses

Operating Income {Loss)
NOMOPERATING REVENUES (EXPENSES)
Grams (Not Capital Grants)
frivestment Earnings
Tatal NonGOperating Revenue (Expenses)
incame‘{ Loss)y Before Contributions & Transfory

Capital Contributions
Transfers Qut (Use)
Change i Net Position
Toral het Position - October 1 (Beginning)

M

Total het Position - September 30 {Ending)

The notes o the financial statements are an integral part of this statement.
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£305.824)

25,000

oty

431

(280.344)
790,131
(128,124)

s e
3,020,692

$  3.,402353

PLsie R



CITY OF JOHNSON CITY, TEXAS
STATEMEKT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2019

EXHIBIT O-3

Business-Type
Activibies

Baterprie
Funds

Cash Flows from Operating Activities:

Cesh Received from User Charges

Cash Received from Others

Cash Payments to Employees for Services
Cash Payments for Suppliers

Cash Payments for Other Operating Expenses

Net Cash Provided by Operating Activities

Cash Flows from Non-Copital Financing Activities:

Operating Transfer Owt
Non-Capital Grant

Net Cash Provided by {Used fory Non-Capital Financing Activities
Cash Flows from Camital and Relued Financing Activities:
Acquisition of Capital Assets

Capital Contributed by Other Funds

INet Cash Provided by (Used for) Capital and Relured Financing Activities

Cash Flows from Investing Activities:
[nterest on Investments

Net Increase in Cash and Cash Equivalents
Cash and Cash Eguivalents at the Beginning of the Year

Cesh and Cash Equivalents at the End of the Year

The notes 1o the financial statements are an integral part of this statement,
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EXHIBITD-3
CETY OF JOHNSON CITY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30. 2019

HusinesseType
Activipas
JR—

Total

Enigrprise

Frands
Reconciliation of Onerating Income (Loss) to Net Cash
Provided By Operatine Activities:
Operating Income (Loss) $ ansgn
Adjustments to Reconcile Operating Income
To Net Cash Provided by Operating Activities:
Depreciation 248659
Effect of Increases and Decreases in Current Assets and Liabilities:
Decrease {Increase) in Receivables (17736}
Increase (Decrease) in Accounts Payable 136,699
Increase (Dlecrease} in Wages Payable 2924
Incrense (Decrease) in Net Pension Liabiliny 13176
Increase {Decrease) in OPER Liabiliy 216
Inerease (Decrease) in Due From(Te) Other Funds 199774
Inerzase (Decrense) in Meter Deposits 1,590
Net Cash Provided by Operating Activities 5 279478
R B

The notes to the financial statemnents are an integral part of this statement.
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CITY OF JOHNSON CITY, TEXAS
MOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Johnson City, Texas, have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to government units. The Govemment
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
government accounting and financial reporting principles.  The more significant of the City's
accounting policies are described below:

Al Reporting Entity

In evaluating how to define the government, for financial purposes, management has
considered all potentisl component units.  The decision to include a potential
compaonent 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 accountsble 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 1o
impose specific financial burdens on, the primary govarnment. Based on the foregoing
criteria, there were no component units identified that would require Inclusion in this
report.

B. Government-Wide and Fund Financlal Statements

The Staternent of Net Position and the Staterment of Agtivities are government-wide
financial statements. They report information on all of the City of Johnson City
nonfiduciary activities with maost of the interfund activities removed. Governmental
activities include orograms supported primarily by taxes, sales tax, franchise tax,
miunicipal court finzs, charges for services and other miscellanecus revenues. Business-
type activitips include operations that rely to a significant extent on fees and charges for
services.

The Statement of Activities demonstrates how other people or entities that participate
in programs the City operates have shared in the payment of the direct costs. The
"charges for services” column includes payments made by parties that purchass, use,
or directly benefit from goods or services provided by a given function or segment of
the City.

Interfund activities between governmental funds appear as due to/due froms on the
Governmental Fund Balance Shest and as other resources and other uses on the
governmental fund Staterment of Revenues, Expenditures and Changes in Fund Balance,
All interfund transactions between governmental funds are eliminated on the
government-wide statermnents. Interfund activities between governmental funds and
fiduciary funds remain as due to/due froms on the government-wids Statement of
Activities.

The fund financial statements provide reports on the financial condition and resuits of
operations for two fund categories - governmental and proprietary. The City considers
some governmental funds major and reports their financial condition and results of
operations in a separate column,

Proprietary funds distinguish operating revenues and expenses from nonoperating
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iterns. Operating ravenues and expenses result from providing services and producing
and delivering goods in connection with a proprietary fund's principal ongoing
operations. All other revenues and expenses are nonoperating.

Measurement Focus, Basis of Accounting, and Financlal Stazement Presentation

The government-wide financial staternents use the econorric resources measurernent
focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows. Property taxes are recognized as revenues in the year for which they are
levied, Grants and similar itemns are recognized as revenue as soon as all eligibility
requiraments imposed by the provider have been met,

Governmental fund financial statements use the current financial resources
measurement focus and the modified accrual basis of accounting.  With this
measurement focus, only current assets, current lisbllites and fund batances are
included on the balance sheet. Operating statements of these funds present nat
increases and decreases in current assets (i.e. revenues and other financing sources and
expenditures and other financing uses).

The modified accrual basis of accounting recognizes revenuss in the accounting period
in which they become both measurable and available, and it recognizes expenditures in
the accounting period in which the fund liability is incurreg, if measurable, except for
unmatured interest and principal on long-term debt, which is recagnized when due. The
expenditures related to certain compensated absences and claims and judgments are
recognized when the obligations are expected to be liquidated with expendable
available financial resources. The City considers all revenues available if they are
collectible within 60 days after vear end.

Revenues from local sources consist primarily of property taxes, sales tax, charges for
services and fines. Property tax revenuss and other revenues are recognized under the
“susceptible to accrual” concept; that is, when they are both measurable and available.
The City considers them Ysveilable” if they will be collectad within 80 days of the end of
the fiscal year. Miscellaneaus revenues are recorded as revenue when recelved in cash
because they are generally not measurable until actually received. Investment earnings
are recorded as eamed, since they are both measurable and availghle.

Grant funds are considered to be earned to the extent of expenditures made under the
provisions of the grant. Accordingly, when such funds are received, they are recorded
as deferred revenues until related and authorized expenditures have been made. If
balances have not been expended by the end of the project pariod, grantors some times
require the City to refund all or part of the unused amount.

Fund Accounting

The City reports the following major governmental funds:
1. The General Fund - The general fund is the City's primary operating fund. it

accounts for all financial resources except those required 1o be accounted for
in another fund,

Additionally, the City repornts the following fund typels):
Governmental Funds:

1. Special Revenue Funds - The Special Revenue Funds are used to account for
the proceeds of specific revenue sources that are restricted to expenditures



n

for specified purposes,

Debt Service Fund - The Debt Service Fund iz used to account for the
accumulation of resources for, and the payment of, general long-term debt
principal and intarest,

Capital Projects Fund - The Capital Projects Fund is used to account for the
financial resources used for acquisition of major capital improvements.

Proprietary Fund;

1.

Enterprise Fund - The Water and Sewer Fund is operated as an Enterprise
Fund.

E. Other Accounting Policies

1.

In the government-wide financial statements, long-term debt and other long-
term obligations are reported as lizbilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net
position. Bond premiums and discounts are deferred and amortized over the
life of the bonds using the straight-line method. Bonds pavable are reported
net of the applicable bond premium or discount. Bond issuance costs are
expensed.

In the fund financial statements, governmental fund types recognized bond
premiums and discounts, as well as bond issuance costs, during the current
period. The face amount of debt issued is reported as other financing
sources.  Premiums received on debt issuances are reported as other
financing sources while discounts on dabt issuances are reported as other
financing uses, Issuance costs, whether or not withheld from the actua! dabt
proceads received, are reported as debt service expenditures.

Capital assets, which include land, buildings, furniture and equipment, are
reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets are defined by
the City as assets with an estimated useful life in excess of two years. Such
assels are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation,

The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend assets lives are not capitelized. Major outlays
for capital assets and improvements are capitalized as projects are
constructed.

Buildings, furniture and equipment of the City are depreciated using the
straight line method over the following estimated useful lives:

Assets Years
Infrastructure 20-40
Buildings 30
Improvemeants 30
Equipment 7
Vehicles 5

Pursuant to GASE Statement Number 34, an extended period of deferral is
available before the requirement to record and depreciate infrastructure assets
le.g., roads, bridges, and similar items} acquired before the implementation
date beacomes effective. Therefore, Infrastructure assets acquired prior to
October 1, 2001 have not yet been capitalized.

Cash and cash equivalents include cash deposits and local governmental
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investment pools.

Accounts Receivable - Property taxes are levied based on taxable value at
January 1 prior to September 30 and become due October 1, and past due
after January 31, Accordingly, receivables and revenues for properly taxes
are reflected on the government-wide statement based on the full acerual
method of accounting. Property tax receivables for prior years’ levy are
shown net of an allowance for uncollectible accounts in the amount of zera,

Accounts receivable from other governments include amounts due from
grantors for approved grants for specific programs and reimbursements for
services performed by the City. Program grants are recorded as receivables
and revenues, at the time all eligibility requirements established by the
provider have bean met,

Revenues for services performed are recorded as receivables and revenues
when they are sarned in the governmeant-wide statements. Included are
billable services for certain contracts, and billable services for the City's water
utilities, sewer services, and solid waste management. Revenues received
in advance of the costs being incurred are recorded as deferred revenue in
the fund statements. Receivables are shown net of an allowance for
uncollectible accounts.

Short-term  Interfund  Receivables/Payables - During the course of
operations, numerous transactions occur between individual funds for
geods provided or services rendered. These receivables and payables are
classified as “due from other funds” or “due to other funds” on the fund
statements. Any residual balances outstanding between the governmentsl
activities and business-type activities are reported in the government-wide
financial statements as “internal balances.”

Unearned Revenue ~ Unearned revenues arise when assets are recognized
before revenue recognition criteria have been satisfied. Grant and
reimbursement revenues received in advance of expenses/expenditures are
reflected as unearnad revenue,

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

The City has implemented GASB Statement No. 54, “Fund Balance Reporting
and Governmental Fund Type Definitions.” This Statement provides more
clearly defined fund balance categories to make the nature and extent of the
constraints placed on a government’s fund balances more transparent. The
following classifications describe the relative strength of the spending
constraints:

= Non-spendable fund balance - amounts that are not in non-
spendabie form (such as inventory) or are required to be maintained
intact.

Restricted fund balance - amounts constrained to specific purposes by
their providers (such as gramors, bondholders, and higher levels of
governiment), through constitutional provisions, or by enabling legislation.

® Committed fund balence - amounts constrained to specific purposes
by the City itself, using its highest level of decision-making authority
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10.

1

12,

tie. City Council). To be reported as committed, amounts cannot be
used for any other purpose unless the City takes the same highest
level action to remove or change the constraint.

® Assigned fund balance - amounts the City intends to use for a
specific purpose. Intent can be expressed by the City Council or by
an official or body to which the City Council delegates the authority.

s Unassigned fund balance - amounts that are aveilable for any
purpose. Positive amounts are reported only in the general fund.

The City Council establishes (and modifies or rescinds) furnd balance
commitments by passage of an ordinance. This is typically done through
adoption and amendment of the budget. A fund balance commitment is
further indicated in the budget docurment as a designation or commitment of
the fund (such as for special incentives). Assigned fund balance is established
by the City Council through adoption or amendment of the budget as
imtended for specific purpese (such as the purchase of fixed assets,
construction, debt service, or other purposes),

The City has implemented new GASE Staternant No. 63, Financial Heporting
of Deferred Outflow of Resources, Deferred Inflows of Resources, and Net
Position as well as the early implementation of GASB Statement No. 85,
lterns Previously Reported as Assets and Lisbilities. Under GASB 63 and 65,
armounts previously reported as deferred charges as a part of total assets and
deferred amounts from refunded debt have been reported in a separate
section as deferred outflows of resources and amounts previously reported
as deferred revenue as a pert of total liabilities have been reported in a
separate saction as deferred inflows of resources.

Vacation and sick leave expenses are charged to operations when taken by
the employees of the City. Accordingly, no accruals are reflected in the
accounts for unpaid amounts of vacation and sick leave earned by
empioyees. Employees are aliowed to carry over up to 40 hours of vacation
leave and up to 720 hours of sick leave. Upon termination, employees are
entitled for payment of the vacation they have earned but not for any sick
iegve. The liabilities for accumulated vacation and sick leave st September
30, 2019 are estimated to be insignificant and are not reflected in the
accompanying financial statements.

When the City incurs an expense for which it may use either restricted or
unrestricted gssets, it uses the restricted asses first whenever they will have
to be returned if they are not used.

The original budget is adopted by the City Council prior to the beginning of

the fiscal year through passage of an ordinance. The budget includes
proposed expenditures and the means of financing them.
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Budgeted amounts for expendituras from the various funds may not excesd
the beginning balances of those funds plus the anticipated revenues for the
fiscal year, The final amended budget has been presented in this report,
Unencumberad appropriations lapse at the end of each year.

13. The presentation of financial satements in conformity with generally
accepted accounting principles requires managernent to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reperted amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

4. Other Post-Employment Benefits. GASB 75 requires the recognition of the
Total OPEB Liability {TOL}, deferred (inflowsYoutflows of resources, and total
OPEB expense on the face of the employer's financial statements. The TOL
is calculated by the System's actuary in accordance with the provisions of
GASB 75. The OPEB expense and deferred (inflows)outflows of resources
related to OPEB, which are required to be reported by an employer, primarily
result from changes in the components of the TOL. Most changes in the TOL
will be included in OPEB expense in the period of the change. The City
participates in the Texas Municipal Retirement System Supplemental Death
Benefit Fund.

NOTE Il. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A

DEPOSITS AND INVESTMENTS

The funds of the City must be deposited and invested under the terms of a contract,
contents of which are set out in the Depository Contract Law. The depository bank
places approved pledged securities for safekeeping and trust with the City's agent bank
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,

At September 30, 20189, the carrying amount of the City's deposits was $64,499 and the
bank balance was $77,172. The City's cash deposits at September 30, 2019 were entirely
covered by FDIC insurance or by pledged collateral held by the City's agent bank in the
City's name. The City's deposits were secured by pledged securities and FDIC coverage.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific
provisions in the aress of investment practices, management reports and establishment
of appropriate policies. Among other things, it requires the City to adopt, implement,
and publicize an investment policy. That policy must address the following areas: {1)
safety of principal and liquidity, (2) porifolio diversification, (3} allowable investments,
(4} acceptable risk levels, (5} expected rates of return, {8} maximum allowable stated
maturity of portfolio investments, (7) maximum average dollar-weighted maturity
allowed based on the stated maturity date for the portfolio, (8) investment staff quality
and capabilities, {9} and bid solicitation preferences for certificates of deposit. Statutes
authorize the City to invest in {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) mutual funds, (8) investment pools, {9} guarantsed investment contracts, {10} and
common trust funds. The Act also requires the City to have independent auditors
perform test procedures related to investment practices as provided by the Act. The City
is nat in compliance with the requirements of the Act and with local policies.



The City's temporary investments at September 30, 2019 are shown below:

Carsying Barke Foio Fledged

Bank Amisyet Y ule Coverags Saourities
- 1654 1,584 . :
& 1454 & 1854 & -5

*TexPool is a Local Government Investment Pool established in conformity with the
Inter-local Cooperation Act, Chapter 791 of the Texas Government Code and the Public
Funds Investment Act, Chapter 2256 of the Code. TexPool is structured similar to mo ney
market mutual funds. Such funds allow shareholders the abllity to deposit or withdraw
funds on a dafly basls. Interest rates are adjusted daily and the fund seek to maintain a
constant net asset value of $1.00, although this cannot be guaranteed. TexPool is rated
AAAm and must maintain a weighted average maturity not to exceed 60 days,

At September 30, 2018, TexPool had a weighted average maturity of 32 davs. The City
considers the holdings in these funds to have a one day weighted average maturity, This
is due to the fact that the share position can usually be redesmead each day at the
discretion of the shareholder, short of a significant change in value. The State
Comptroller oversees TexPool with a third party managing the daily operations of the
pool under contract

Folicies Govarning Deposits and Investments

In compliance with the Public Funds Investment Act, the City has adopted a deposit and
investment policy. That policy does address the foellowing risks:

Custodial Credit Risk - Deposits: This is the risk that in the event of bank failure, the
City's deposits may not be returned to it. The City was not exposed 1o custodial credit
risk since its deposits st year-end were covered by depasitery insurance or by pledged
collateral held by the City's agent bank in the City's name.

Custodial Credit Risk - Investments: This is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. Investments are subject to
custodial credit risk only if they are evidenced by securities that exist in physical or hook
entry form. Thus positions in external investment pools are not subiject 1o custodial
credit risk because they are not evidenced by securities that exist in physical or book
antry form.

Other Credit Risk: There is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations. To minimize credit risk, TexPool Investment Pool invests
only in investments authorized under the Public Funds lnvestment Act. TexPool's
portfolio has low market {credit) risk due to restrictions on weighted average maturity
and maximum maturity of any one investment. The investment manager is required fo
maintain a stable $1.00 net asset value and must take immediate action if the net asset
velue of the portfolio falls below $.995 or rises above §1.005,
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Restricted Assets

Restricted assets represent cash that has been set aside in the Capital Projects Fund for
future payment of capital improvements.
Governmental  Business-Type Total
TWOB Escrow § 48,545 § -8 48,545

Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior
January 1 for all real and business personal property located in the City in conformity
with Subtitle E, Texas Property Tax Code. Taxes are due on receipt of the tax bill and
are delinquent if not paid before February 1 of the year following the year in which
imposed. On January 31 of each year, a tax lien attaches to property to secure the
payment of all taxes, penalties, and interest ultimately imposed. Property tax revenues
are considered available {1} when they become due or past due and receivable within
the current pariod and (2) when they are expected to be collected during a 60-day period
after the close of the Clty fiscal vear.

The Blanco County Appraisal District appraises and collects taxes for the City. For the
2018 tax roll, the City of Johnson City had property with an assessed valuation of
§171,750,548. The tax rate was $0.465 (General Fund $0.2974 and Debt Service $0.1676)
per $100 valuation.

Cournt Fines and Fees Receivable

With the implementation of GASB Statement Number 34, the City has determined the
amount of court fines and fees receivable to be $45,632. Based on historical collection
rates for the various courts, the City has booked an allowance for uncollectible court
fines and fees of $34,224, resulting in a net receivable of $11,408.

Property, Plant and Enuipment

A summary of fixed assets for the Water and Sewer Fund appears below:

Balancs Batance

16/1/2018 Additions Deletions SIE/ 2018
Lang g 41,402 § % $ 41,402
Buildings 100,183 100,183
Improvements 6,882,552 102,027 6,584,579
Machinery & Equipment 372,733 6,500 378,233
Construction in Progress 291,418 821,783 1,213,202
Total Fixed Assets $ 7 7688288 § 1,080,310 3 - §$7 8718578
Less Researve for Depreciation {4,280, 108} {248,658} {£,528,768)
Net Fixed Assets § 34081850 & 781651 $ - $ 4,189,811
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Capital Asset Activity
Capital asset activity for the City for the year ended September 30, 2019, was as follows:

Primary Government

Beginaing Ending
Balance Additions Retirerments Balsnoe
Governmental Activities
Land £ 484,501 3 5 $ 484,501
Building 748,671 748,671
Mazchinery & Equinment 422,358 78,341 497,697
fmprovements 2,824,662 50,80 2,885,512
Construction in Progress - ) -
Totals at Historic Cost $ 44680980 $ 138791 § -5 4818181
Less Accumuiated Depreciation
Buildings & Improvements & (838997 % (128,858} $ £ {1,067.8585)
Machinery & Equipment (3478041 (32,988} {375,882}
Total Accummulated Depreciaton §  {1,281.881 § 1161,6847) § - 5 (1,443,838
Guvernmental Activities
Capital Assats, Net $ 3,198,298 % (25,4581 & § 3172843
Depreciation expense was charged o the following governmertal functions:
Financial Administration § 32,161
Folice 48,208
Streets 5,484
Community Service 2,888
Hotel Motel 7,026
Municipal Court 13.821
Parks 11,402
Sanitation 42547
& 161,647
General Long-Toerm Debt
A summary of changes in General Long-Term Debt follows:
Balance Balance Due Within
208 fasued Hetired SI30/2NG One Year
Covernmental Activities-
General Obligatien Refunding-
Series 2012 (2.00-3.00%) 3 1085000 § - S 0000 5 1005000 8§ 8,000
Series 2015 Certticates
of Ouhgeation 3 BEDO00 $ - E 45000 & 235,000 % 43,000
Prarmium on Refunding Sonds 47,766 - 4,089 43,686 -
Totel Governmental Activities $ 2012786 &8 - k4 129080 5 1833685 % 138,000

General Obligation Refunding Bonds

During 2013, the Cty advance refunded the Series 2003 anc Series 2005 Certificates of
Obligation by issuing $1,675,000 genersl obligation refunding honds - Series 2012, The
refunding bonds mature on August 1 in each of the years 2013 through 2030, at interest
rates from 2.0% to 3.0%.

The refunding bonds are pavable from the collections of an ad valorem tax levied on
taxable property, and further payable by a limited plecdge of the surplus revenues of the
water and sewaer system in an amount not 1o exceed $1,000.
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Debt service requirements for the refunding bonds as of September 30, 2012 are as
follows:

Annueal
September 30 Principal Interest Raguirements
2020 % 80,000 % 27,050 3% 107,060
2021 85,000 25,450 110,450
2022 95,000 23,750 118,750
2023 95,000 14,038 109,033
2024 100,000 16,000 118,000
2025-2029 455,000 55 800 510,800
2030 96,000 2,850 ‘ 57,850
$  1,005000 % 167,938 % 1,172,938

Leng-Term Debt Advance Refunding

During 2013, the City advance refunded the Series 2003 and Series 2005 Certificates of
Obligation by issuing $1,675,000 general obligation refunding bonds — Series 2012, The
certificates of obligation were called and were redeemed by depositing $1,672,380 into
an escrow account on December 26, 2012, The cenificates of abligation have been
defeased and removed as a liability of the City. The refunding bonds resulted in a gross
debt service savings of $378,787 and the net present value savings of $328,891. The
following obligations are considered to be defeased and the liability remaoved from the
accompanying finzncial statements:

Refunded Balance
Description Armount G9/30/19
Certificates of Obligation -
Series 2003 S 115,000 % -
Series 2005 1,520,000 1,075,000
TOTAL $ 1,635,000 & 1,075,000

Certificates of Obligation - Series 2015

The City issued Combination Tax and Surplus Revenue Certificates of Obligation, Series
2015 in the amount of $895,000. Interest at rates ranging from 0.25 to 2.41% is payable
February 1 and August 1 of each year. Principal payments are payable on August 1 of
each year with a maturity date of August 1, 2035. The bonds were issued to finance
wastewater system improvements. The bonds are payable from and secured by the
collection of an ad valorem tax levied on all taxable property and surplus net revenue of
the Water & Sewer Fund,

Debt service requirements for the Certificates of Obligation are as follows:

Arnnual
Septermber 30 Principal Interest Reguirements
2020 $ 45,000 $ 15,216 % 60,218
2021 45,000 14,977 59,877
2022 : 50,000 14,604 64,604
2023 50,000 14,804 64,804
2024 50,000 13,374 B3,374
2025-2029 255,000 54,343 309,343
2030-2034 280,000 26,874 306,874
2035 60,000 1,446 61,448
$ 835,000 $ 155,438 § 990,438
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Risk Management

The City of Johnson City is exposed to various risks of loss reiating to general lisbility,
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.

RETIREMENT PLAN

Plan Description

The City of Johnson City, Texas participates as one of 887 plans in the nontraditional, joint
contributory, hybrid defined benefit pension plan administered by the Texas MMunicipal
Retirement System (TMRS). TMRS is an agency created by the State of Texas and administered
in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government Code (the TMRS Act)
as an agent muitiple-employer retirement system for municipal employees in the State of Texas.
The TMRS Act places the general administration and management of the System with a six
member Board of Trustees. Although the Gavernor, with the advice and consent of the Senate,
appoints the Board, TMRS is not fiscally dependent on the State of Texas. TMRS's defined
benefit pension plan is a tax-qualified plan under Section 401 (a) of the Internal Revenue Code,
TMRE issues & publicly availabie comprehansive annual financial report (CAFR) that can be
obtained at wiwvw. frmrs.com.

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

Benefits Provided
TMRS provides retirement, disability, and death bansfits. Berefit provisions are adoptaed by the
governing body of the city, within the options available in the state statutes governing TMRAS,

Al retirement, the benefit is caleulated as if the sum of the employee's contributions, with
interest, and the city-financed monetary credits with interest wers used to purchase an arnuity.
Members may choose to receive their retirement benefit in one of seven payments options.
Members may also choose to receive a portion of their benefit as a Partial Lump Sum
Distribution in an amount equal to 12, 24, or 38 monthly payments, which cannot exceed 75%
of the member's daposits and interest.

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

Plan Year2017 Plan Year 2018
Deposit Rate: 6% 6%
Matching Ratio {City to Employee); 1.5 o1 1.5 to1
Years required for vesting 5yrs & yrs
Service retirement eligibility , 6075, 0/25 60/5, 0/25
lexpressed as agelyears of service)
Updated Service Credit 100% Repeating, 100% Repeating,

Transfers Transfers

Annuity Increase (to retirees) 70% of CPl Repeating 70% of CPt Repeating

Employees covered by benefit terms.
At the Dacember 31, 2018 valuation and measurement date, the following employees were covered
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by the benefit tarms;

Inactive employees or beneficiaries currently receiving

benefits
Inactive employees entitied to but not yet receiving banefits 14
Active emplovees 15
37
Contributions

The contribution rates for employees in TMRS are sithar 5%, 6%, or 7% of employee gross
earnings, and the city matching percantages are either 100%, 150%, or 200%, both as adopted
by the governing body of the city. Under the state law governing TMRS, the contribution rate
for each city is determined annually by the actuary, using the Entry Age Normal (EAN)
actuarigl cost mathod. The actuarially determined rate is the estimated amount necessary 1o
finance the cost of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liability.

Employess for tha City of Johnson City, Texas were required to zontribute 6% of their annual
gross earnings during the fiscal year. The contribution rates for the City of Johnson City,
Texas were 10.07% and 10.09% in calendar years 2018 and 2019, respectively. The city's
contributions to TMRS for the year ended September 30, 2019, wera $81,201, and were squal
to the required contributions.

Net Pension Liability

Thie city's Net Pension Liability {NPL) was measured as of December 31, 2018, and the Total
Pension Liability (TPL) used tw calculate the Net Pension Liability was determinad by an
actuarial valuation as of that date.

Actuarial assumpiions:
The Total Pension Lability in the Decerrber 31, 2018 actueriz] valuation was determined
using the following actuarial assumptions:

Inflation 2.5% per year
Overall payroll growth 3.0% per year

Investment Rate of Return  6.75%, net of pension plan investment expense, insluding
inflation

Salary increases were based on a servicerelated table. Mortality rates for active members,
retirees, and beneficiaries were based on the gender-distinct RP2000 Combined Healthy
Mortality Tables with Blue Coliar Adjustment, with male rates multiplied by 108% and fermale
rates muttiplied by 103%. Based on the size of the city, rates are multiplied by an additional
factor of 98%. The rates are projected on a fully generationa! basis by scale BB to account for
future mortality improvements. For disabled annuitants, the gender-distinct RP2000
Combined Healthy Montality Tables with Blue Collar Adjustment are used with males rates
multiplied by 109% and female rates multiplied by 103% with a 3-yvear set-forward for both
males and femalas. In addition, a 3% minimum mortality rate is applied to reflect the
impairment for younger members who become disabled. The rates are projected on a fully
generational basis by scale BB to account for future mortality improvements subject (o the
3% floor,

The actuarial assumptions were developed primarily from the actuarial investigation of the
experience of TMRS over the four year period from December 31, 2010 to December 31, 2014.
They were adopted in 2015 and first used in the December 31, 2015 actuarial valuation, The
post-retirement mortality assumption for healthy annuitants and Annulty Purchase Rate
{APRs) are based on the Mortality Experience Investigation Study covering 2008 through
2011, and dated December 31, 2013, In conjunction with these changes first used in the
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December 31, 2013 valuation, the System adopted the Entry Age Normal (EAN) actuarial cost
method and & one-time change to the amortization policy. Plan assets are managed on a total
return basls with an emphasis on both capital appreciation as well as the production of
income, in order to satisfy the short-term end long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investmants was determined using &
building-block method in which best estimate ranges of expsected future real rates of returmn
(expected returns, ret of pension plan investment expense and inflation) are developed for
each major asset class. These ranges ars combinad to produce the long-term expeciad rate
of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. In determining their best estimate of a
recommended investment return assumption under the various alternative ssset allocation
portfalios, GRS focused on the area between {1) arithmetic mean laggressive) without an
adjustiment for time {conservative) and (2) the geometric mean (conservative! with an
adjustment for time {aggressive]. The targat allocetion and best estimates of real rates of
return for each major asset class in fiscal year 2019 are summarized in the following table:

Long-Term
Expected Rea!
Target Ratz of Return
Asset Class Allocation {Arithmetic)
Domestic Equity 17.5% 4.30%
Internationai Equity 17.5% 68.10%
Core Fixed Income 10.0% 1.00%
Non-Core Fixed Income 20.0% 3.38%
Real Return 10.0% 3.78%
Real Estate 10.0% 4.44%
Absolute Return , 10.0% 3.56%
Private Equity B.0% 7.75%

TOTAL 100.0%

Riscount Rate

The discount rate used 1o measure the Total Pension Liability was 6.75%. The projection of
cash flows used to determine the discount rate assumed that employee and employer
contributions will be made at the rates specified in statute. Based on that assumption, the
pension plan's Fiduciary Net Position was projected to be avsilable to rmake all projected
future benetit payments of current active and inactive employess. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determing the Total Pension Liability.
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Tow Pension  Flan Fduclary Nat Pusition

Liability Met Position Lighiliy
o . o) lgl- (o
Balanze gt Decemmbier 51, 2017 §  i0EaI % 1,730,800 § 335,223
Changes for the vear
Servics Cost pak - 1,540
interest 140,230 . WO
Change of benefit terms - - .
Difference belwess expected and acusrial experdence (KR ] B {3757 h
Changs of assumptans - - .
Cortributions- emgloyer . 80,855 {80,565}
Contributions- emplayee . 48,883 {48,363
Mot invsstmant inceme . B8 51,870
Benefit payments, including refunds of smpioyes comributions 86,412} w412 -
Administrative expense - {1,002 a2
Otfier charges . 53 53
Met Changes 118,881 %.619) 178,300
Balance st Docember 3%, 2018 $ 0 2EB40s § 1720887 % 457,573

Sensitivity of the net pension liability to changes in the discount rate:

The following presents the net pension ligbility of the City, calculated using the discount rate
of 6.75%, as well as what the City's net pension liability would be if it were caleulatad using
a discount rate that s T-percentege-point lower (5.75%) or 1-parcentage-point higher (7.76%)
than the current rate:

1% Decrease in 1% Increase in
Discount Rate Discournt Rate Biscount Rate
; {5.75%} 6,75%) {7.75%}
City's net pension Hability |8 TBE803 1% 467,523 1% 218,570

Pension Plan Fiduciary Net Position

Detziled information about the pension plan's Fiduciary Net Position is available in »
separately-issued TMRS financial report. That report may be obtained on the Internet at
WWWL ETrEs. oo,

Pension Expense and Deferred Qutflows of Resources snd Deferred Inflows of Rasources
Related to Pensions

For the year ended September 30, 2019, the City recognized pension expense of $111,599,

At September 30, 2019, the City reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

Delerred ferrac
Outfiows Iriflows
of Resources | of Resources
Differences between expected and actuarial experience 5 19.080 | 5 32,080
Changes in actarial assumptions 2504
Difference between prolected and actust investment sarmings 89,768
Contributions subsequent to the measurerment date 59,199
Total ' g 17054918 32,080

$59,199 reported s deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date will be recegnized as a reduction of the
net pansion lability for the year ending September 30, 2019, Other amounts reported as
deferred outflows and inflows of resources related to pensions will be recognized in pension
aexpense as follows:
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Yeur ended December 31:

2018 2 a4, 364
2020 5,462
2021 4,708
2022 33,735
2023 -
Thoreafter -
Total g 78,270

Defined Other Post-Employment Benefit Plan

Benefit Plan Deseription. Texas Municipal Retirement System ("TMRS") administers a defined
benefit group-term insurance plan known as the Supplementsl Death Benefits Fund {*SDRE"),
The plan is a single employer defined benefit group life insurence plan, This is a voluntary
program in which participating member cities may elact, by ordinance, 1o provide group-term
life insurance coverage for their active members, including or not including retirees. The death
benefit for active employees provides a lump-sum payment approximately equsl to the
employee’s annual salary {caleulated based on the emplovee's actual sarnings, for the 12-month
period preceding the moenth of deathl. The death benefit for retireas is considered an other
postermnploymant bensfit ["OPEB”} and is & fixed amount of $7,500. As the SDEF covars both
active and retiree participants, with no segregation of assets, the SDBF is considered o be an
unfunded OPEB plan {l.e. no assets are acoumulated]. The City may terminate covarage under
and discontinue partisipation in the SDBF by adopting an ordinance before November 1 of any
year to be effoctive the following January 1.

The membaer city contributes to the SDBF at a contractually recuired rate as determined by
an annual actarial valuation. The rate is equal to the cost of providing one-year term life
insurance. The funding policy for the SDBF program is to assure that adequate resources
are available to meet all death benefit payments for the upeoming year. The intant Is not to
pre-fund retiree term life insurance during employees’ entira cargers.

All eligible employaes of the city are required o participate in the SDBE.

The City's contributions to the TMRS SDBF for the year ended 2019, 2018 and 2017 were
$1,486 , $2,931 and $2,680 respectively, which equaled the required contributions each year.

Employess covered by benefit terms.
At the December 31, 2018 valuation and measurement date, the following employees were
covered by benefit termas:

Inactive employees currently receiving benefits 4
Inactive employees entitled to but not yet receiving benefits 3
Active Emplovess 15
Total 22

Total OPER Liability
The City’s Total OPEB Liability {TOL} was measured as of December 31, 2018 and was
determined by an actuarial valuation as of that date.

Actuarial assumptions:
The TOL in the December 31, 2018 actuarial vaiuation was determined using the fallowing
actugrial assumptions:
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infiation 2.50%

Salary Incresses 3.80% to 10.5 % including inflation

Discount Rate® A%

Retirges’ share of benefitrolated cost §0

Administrative Exponseas All administrative expenses are paid through the Pension

trust and scoounted for under reporting reguirements under
GASB Biztermant No. 68,

Mogrtslity rates- service retirees AP 2000 Combined Mortatty Table with Blue Collar
Adjustmant with mate rates mubiplisd by 108% and
femaies rates multiplied by 103% and projecied on a fully
ganarational basis with scale BE.

tlortality rates- dizabled retiress RP 2000 Combined Morality Table with Biue Collar
Adpustmant with male retes muldpiied by 109% and female
rates multiplied by 103% with 2 Byear sot forwasrd for both
males and fernates. The rates are projecsd on & folly
generational besis with seale 8F w account for future
mortality Improvemeants subject 1o the 3% floor.

* The discount rate was based on the Fidelity Index's "20.-Year Municipsl GO AA index” rate as of
Decersber 37, 2018,

These actuarial assumptions wers developed primarily from the actuarisl investigation of the
experience of TMRS over the four-year period from December 31, 2010 to December 31,2014,
They were adopted in 2015 and first used in the December 31, 2015 actuarial valuation. The
post-retirement mortality assumption for healthy annuitants end Annuity Purchage Rate
{APRs) are based on the Mortality Experience Investigation Study covering 2008 through
2011 and dated December 31, 2013,

Biscount Rate

Because the Supplemental Death Benefits Fund is considered an unfunded trust under GASS
Statement No. 75, the relevant discount rate for calculating the Total OPEB Liability is based
on the Fidelity Index’s “20-Year Municipal GO AA Index® rate as of the measurement date.

Covered Payroll g 814,214
Total OPER Liabiity Beginning of Year g 32.420
Cranges for the vear
Service Cost 2,605
Intarest on Total OPES Liabiliy 1118
Changes of benefit wrms -
Differences between sxpected and zetual experience {306}
Changes in assumptions or other inpuis {2,750
Benefit Payments ¥ {81)
Met Changas 583
Total OPER Liatnlity- End of Year 3 33,008
Total OPEB Liability as 2 Percentage of Covered Payroll 4.05%

“* Dug 1o the SDBF beging considered an unfunded OPER plan under GASE 75, benelit payments
arg treated s being equal 1o the emplover's yaarly contributions for retirees.

Sensitivity of the Tows! OPEB Liabilily to changes in the diseount rate

The following presents the Total OPEB Liability of the City, calculated using the discount rate
of 3.71%, as well as what the City’s Total OPEB Liability would be if it were calculated using
a discount rate that is T-percentage-point lower (2.71%) or 1-percentage-point higher (4.71%)
than the current rate:

1% Decreage | Current Discount| 1% Increase

{2.71%) Rate (3.71%) 14.71%)
% 40,372 |1 & 33,0031 8% 27,353

QPEB Expense and Deferred Outflows of Resources
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For the year ended September 30, 2019, the City recognized OPEB expense of $3,701.

t Beptember 30, 2019, the City reported deferred outflows of resources and deferred inflows
of resources relatsd to OPEB from the following sources:

Ueferred Defarred
HnHows) of Cutliows of
Hesources Resources
Differences between expectod and actual experisnce & e s -
Changes in assumption and ather nplis 2,300 1,674
Contributions made subsegquent 1o the measurement date - &8
Total % JERG L 2003

$59 reporied as deferred outflows of resources related to OPEB resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the Total OPER
liability for the year ending September 30, 2019. Other amounts reported as deferred
cutflows and inflows of rescurces related to OPEB will be recognized in OPEB expense as
follows:

Year Ended December 31

2018 $ g
2020 {19
2021 {18}
2022 15}
2023 iﬂ“&}
Thereaftar - ]

Totat & {BB2

Emploves Insurance Benefils

All regular full-time employees of the city are eligible for coverage under the group
hospitalization, medical, dental and life insurance program provided by the city through
TML Multistate Intergovernmental Employee Benefits Pool. The city pays the premium
for eligible employees and employees, at their option, may authorize payroll
withholdings to pay premiums for eligible family members.

Cash Flows Statement - Supplemental Disclosure

Since the City is tax exempt, no income tax was paid in 2019 and 2018, The City paid
interest in the amount of $-0- in 2019 and $-0-in 2018 on their outstanding debt.

Claims and Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed
claims, including amounts already collected, may constitute a liability of the applicable
funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time, although the City expects such amounts, if any, to be
immaterial,




P, Interfund Receivables, Pavables and Transfers

The composition of interfund balances as of September 30, 2019, is as follows:
Duse to/from other funds:

. Due To Duse From
General Fund 5 600,750 3% 453,814
Special Revenue Fund 285,062
Debt Service Fund - 314,788
Capital Projects Fund - -
Water & Sewer Fund 453 814 -
Total $ 10545684 % 1,064,584

During the year ended September 30, 2019, the City’s transfers between funds congistad of:

Transfers In Trangfars Qut

Capital Projects $ - % .
Water/Sewer Fund - 128,124
Geners! Fund 168,859 38,735
Debt Service Fund - .

Total $ 188859 $ 166,859

€. Negative Unrestricted Net Position

The unrestricted net position for the governmental activities reflects a large negative
balance. Since the City finances utility fund improvements with taxes, the assets are
reflected in the utility fund while the debit is shown in the governmental activities. This
causes a large negative balance for unrestricted net position in the governmental
activities as shown below:

Long-term debt used to finance

Utility {enterprise! fund improvements -
Unrestricted Net Position
As Reported on Exhibit Al

$(1,883,686)
$.1349,959
$ (533,727)

Fund Balance Deficit

The General Fund has o fund balance deficit of $357,901. This deficit will be funded in
fiscal year 2020 with transfers from other funds.

Exgess of Expenditures Over Appropriationg

Expenditures in the General Fund exessded budgeted appropriations in several
functions but not in total.




Non-Compliance

In January 2020, the Texas Water Davelopment Board notified the City that it was
delinquant on the timely filing of annual financial reports for FY 2018, 2017 and 2018,
Further, the City had not filed with MSRB the required notices advising of the
delinquencies in March 2020, the City
satup a timeline during which the City will take measures o correct these deficlencies
for compliance, The FY 2016 audit was completed in March, 2020, and the FY 2017
audit was completad in September 2020.

The TWDE bond covenants require the City to maintain separate and apart from al
other funds and accounts a Sinking Fund to pay debt service as it comes due. The City
has not established an interest and sinking fund compliant with bond covenants.

The City is not in compliance with the Public Funds Investment Act, Chapter 2258,
Local Government Code. The City did not appoint an investment officer or complete
the required training requiraments, The City did not prapare tha required investment
reports or approve and adopt an annual investment policy.

The City did not obtain conflict of interest disclosure staternents from council mambers

that have family relationships with vendors as required by Local Government Code
Chapter 176,
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V. Subsequent Events

The City has evaluated subsequent events through May 3, 2021, the date which the
financial statements ware available to be issuad, :

The City is not aware of any other subsequent events that would materially impact the
financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION



EXHIBIT Ged

JEIOHRNSONCITY TEXAR

ENDITURES ANDCHANGESINFUND BAL
GENERALFUND
EPTEMBER 30,2019

SCHEDULEOFRE

FORTHEYEARENDEDS

Budgeted Amounts

Actual \’mmmt With
Amounis Fing fiyfiﬁi@i

(GAAPBASIS)

Owriginal il "?‘quiw 3
1 k3 683,789 % HELTES 3 07126 % (176663}
Genersl m,«» dnd Ulge Taxes 386,000 386,000 43474 48734
{iross Rﬁcw@; Business Tax #1342 81,542 TEART {2,855
Other Taxes 130 150 206 50
‘*:*m dty Mmé Interest on Tases 8,000 8,000 5,542 (2438
nses and Pennits te 100 16,100 13,977 (2,125
overnmental Revenue and Grans - 1,800 LBO0
Charges for Services 231,600 231 i%ﬁ{i 335,304 T03.70
Fines 120,190 121,100 113,777 (7413
Investment BEarnings . . 2 2
Rents and Rovalties G.fﬁ{?{i 6,604 6,978 3758
Other Revenue 42200 42,200 60,064 17,864
Total Revenuss 1,575,971 1,896,971 1,347,983 {18980
XPENDITURES:
Currenl:
Creneral € 3(@&«:{&:?}4%11‘
351,536 151,536 270,052 81474
495,622 5,622 388,019
¥ 114,220 46,053 68,177
Communit ty %z:; Vi 28700 24,250 1450
Municipal Cournt j 187,903 (21855
Sanitation 157,276 {87299
Culture and Recrsation:
Parks 77295 77,288 G5.667 (18370

Total Expenditures 1,555,975 1,488,474 67,501

§§»§ (}’75
Excess (Deficieney) of Revenues Over (Under) 20,996 69,811 48514
Expenditures -
OTHER FINANMCING SOURCES (USERY:
Transiors Out {Use) {20,996} (20,9963 {38,735} 17,739
Total Other Financing Sources (Uses) (24,9963 (20,996) {38,735 (17,73
Net Change “ - 30,776 30,776

Fund Balance - October | {Beginning) (388.677) {388,677y {38867 B

Fund Balance - Seplember 30 (Ending) (3884677 %

L

{388,877 3% (astEuly % 0,776

The notes w the financial statements are an integral part of this staiement.
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CITY OF JOHNSON CITY, TEXAS

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

TEXAS MUNICIPAL RETIREMENT SYSTEM
FORTHE YEAR ENDED SEPTEMBER 30, 2019

A, Tetal Pension Liahility

Service Cost
tterest {on the Total Pension Linbility)
Changes of Benefit Terms
Difference between Bxpected and Actual Experience
Changes of Assumptions
Henefit Payments, Including Refunds of Emploves Conuibutions
Net UChange in Tota! Pension Liabaliy
Toud Pension Liability - Beginning
Total Pension Lisbility - Ending

B. Tetal Fiduciary Net Position

Contributions - Employer

Contributions - Lmploves

Met Investment Income

Bepefit Payments, Including Refunds of Emploves Contributions
Administrative Expense

Oither

Net Change in Plan Fidueiary Met Position

Plan Fiduciary Net Position - Beginning

Plan Fiduciary Net Position - Ending
. Net Pension Liability

. Plan Fiduciary Net Position as a Percentage of Total
Pension Liability

™

Covered Pavroll

F. Net Peasion Liability as » Percentage of Covered Payroll

FY 219
Plan Year 2018

Fy 2018

Plan Year 2017

b 101,840 5 96,237
140,230 128,604

{37.09%) 21460

{86,417) (67412}

¥ 118,681 & 178,889
2,069,723 1,890,834

% 2188404 % 2,069,723
$ 80863 § 79033
48,856 45,900

{81,870} 203,822

(86,412 (67412

{1.002) (1656}

(56) (543

$ {96198 260,233
1,730,500 1,470,266

2 1720881 % 1,730,499
5 467,523 % 339224
T8.64% 8161%

5 Ri42014 % 65003
37.42% 14.34%

Note: GASE 68, Paragraph 46, o und b requires thar the data in this schedule be preseated for the time period covered by the measwrement

e
date rather than the governmental entity's current fiscal vear,

Noter Only five years of data are presented in sccordance with GASES 868, paragraph 138, "The informaton for all periods for the [O-vear
schedules that are required o be prosented as required supplementary information may not be available initiaily. In these cases, during the

transition period, that infonnation should be prese

nved for as many years 48 are available
is ot measurad i aceordance with the requirements of this Statement”

1
1

e schedules should not include information that



EXHIBITG-2

FY 2017 Y 2016 FY 2015
Plan Year 2016 Plan Year 2013 Plan Year 2014

88,894 % 83,797 §
119,718 107,368 103
29,035 . .
(12,737} 58,568 (96.759)

. 17464 .
(68375 (49.667) (60.478)

iy
o
$
S
1
(4

o

41
P
=
.

156,535 & 217530 § .

1,734,299 1,516,769 1,500,141

1,890,834 § £.734,299 § 1,500,141

67389 % 62.066 § 54,156
43.328 40,255 3497
90,465 1.897 68,051

(68,375} (49.667) (60478)
(1.622) ARED) 710

(55} (37) (58)

e}

131,730 % 33,339 % 93,882
LA3RA30 1285158 1189316

FATOL66 5 1338537 § P.285.198

420,568 § BN 231,57
77.76% 77.18% 84.73%

722031 % 670916 § 382010

SR.24% 58.99% 39.79%
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CITY OF JOHNSON CITY, TEXAS
SCHEDULE OF CONTRIBUTIONS
TEXAS MUNICIPAL RETIREMENT SYSTEM
FOR THE FISCAL YEAR 2019

2014 2018 2017
Actuarially Datermined Conwibution S g1.200 % TG0 § 7271z
Contributions in Relation 1o the Actuarialiy Determined Contributions (81,2013 {72902y (72,712
Contribution Deficiency {Excess) $ - 5 -8 )
Covered Payroll & BU5. 204 § 807565 § 747670
F0.08%: 9.89% FACKS

Contributions as & Percentage of Covered Pavroll

ai}ss vespectve fiscal vears as

Noter GASE 63, Paragraph 81 requires that the daa in tis schedule be presented as of the govermnmental ¢
opposed w the tme pericds covered by the measarement dates ending December 31 for the respective fisc

5«: ﬁ
e
I
&~
o
o

: bn zecordance with GASB 68, Paragraph 134, the vears of data presented this reporting seriod are those for which disn is available,

: information for all periods for the 1C-vear schedules that are reguived (o be presented as required supplementary information may not be
avatlable inftally, In these cases, during the tansition period, that information should be presented for as any years as gre av atlable. The
schedutes shoukd aot include information that is not measursd in accordance with the requirements of this Statement




2015

[

39.800

(59,800}

627,945

9.54%
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EXHIBIT G-3



Valuation Date:

CITY OF JOHNSON CITY, TEXAS
NOTES TO THE SCHEDULE OF CONTRIBUTIONS
SEPTEMBER 30, 2018

Notes Actuarially determined contribution rates are calculated as of December 31,
and become effective in January 13 months later.

Methods and assumptions used to determine contribution rates:

Actuarial Cost Method
Amaortization Method

Remaining
Amortization Period

Asset Valuation Method
Inflation
Salary Increeses

Investment Rate of
Return

Retiremant Age

Mortality

Other Information:

Entry Age Normal

Level Percentage of Payroll, Closed

22 years
10 Year smoothed market: 18% soft corridor
2.5%

3.5% to 10.5% including inflation

6.75%

Experience-based lables of rates that are specific to the City's plan of
benefits. Last updated for the 2015 valuation pursuant to an experience study
of the period 2010-2014

RP-2000 Combined Mortality Table with Blue Collar Adjustment with male
rates multiplied by 109% and female rates multiplied by 103% and projected
on a fully generational basis with scale BB

MNates There were no benefit changes during the yvear.
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EXHIBIT G-4
CITY OF JOHNSON CITY, TEXAS
SCHEDULE OF CHANGES IN THE TOTAL OPEB LIABILITY AND RELATED RATIOS
TEXAS MUNICIPAL RETIREMENT SYSTEM
FOR THE YEAR ENDED SEPTEMBER 30, 2019

FY 2019 FY 2018
Plan Year 2018 Plan Year 2017

Totst OPEB Liability

Service Cost 5 2,608 § 2.142
Interest on the Total OPEB Liahiliy 1LEES 1036
Changes of Benefln Terms . -
Difference berween Expected and Actusl Experience (306) -
Changes of Assumptions (2,750 2934
Benefit Payments® {81y {773

Net Change in Total OPEB Liability 583 6,037

Total OPER Liability - Beginning 3ZAZ0 26,383
Total OPER Liability - Ending 3 33005 8 32420

Cavered F:zymi! % 814,214 % ?65,}2@3
Total OPER Liability a3 a Percentage of Covered Payrell 4.04%, 4.24%%

*The Supplermental Desth Beneld Fund is considered to be an unfunded OPEB plan under GASE 75, Bacause of this benefit
payments are reated as being equal o the amployers yearly contributions for retirees,

Mote: GASE Cedification. Vol. 2, P52.139 states that the information on this schedule should be determined a5 of the
measuerment date af the plan.

As required by GASE 73 this schedule will be built prospectively as the information aecomes available until 10 vears of
information 15 preseated.



Valuation Date:

CITY OF JOHANSON CITY, TEXAS
NOTES TO THE SCHEDULE OF CONTRIBUTIONS
SEPTEMBER 30, 2019

MNotes Actuarially determined contribution rates are calculated as of December 31,
and become effective in January 13 months later.

Methods and assumptions used to determine contribution rates:

inflation

Salary Increases

Actuarial Cost Method
Valuation of Assets
Retirees' share of
benefit related costs

Administrative
expenses

Mortality rates- service
retirees

Mortality rates- disabled
retiress

Discount Rate

Supplemental Death
Benefit

Other information:

25%

Salary increases are assumed to oceur every year, on January 1. Thersfore,
the pay used for the period year following the valuation date is equal to the
reparted pay for the prior vear, increased by the salary increase assurnption.
Salaries are assumed to increase by 3.50% to 10.5% including inflation.

Entry-Age Normal

Far purposes of calculating the Total OPEB Liability, the plan is considerad to
be unfunded and therefore no asssats are accumulated for OPER,

$0

Al administrative expenses are pald through the Pension Trust and
accounted for under reporting requirements under GASE Statement No. 88,

RP 2000 Combined Mortality Table with Blue Collar Adjustment with male
rates muliiplied by 109% and femasie rates multiplied by 103% and projected
on a fully generational basis with scale BB.

RP-2000 Combined Mortality Table with Blue Collar Adjustment with male
rates mltiplied by 109% and female rates multiplied by 103% with a 3-vear
set forward for both males and females, The rates are projected on a fully
generaticnal beasis with scale BB to account for future mortality
improvements subject to the 3% floor.

Because the Supplemental Death Benefits Fund is considered an unfundad
trust under GASE Statement No. 75, the relevant discount rate for calculating
the Total OPEB Liability is based on the Fidelity Index's "20-Year Municipal
GO AA Index” rate as of the measurement dste. Discount rate is 3.31%.

The contribution rate for the Supplemental Death Benefit (SDB) is equal to
the expected benefit payments during the upcoming year divided by the
annualized pay of current active members and is calculated separately for
actives and retirees, Due to the significant reserve in the Supplemental Death
Fund, the SDB rate for retiree coverage is currently only one-third of the total
term cost.

Notes  There were no benefit changes during the vear.
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