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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and
Members of the City Council
City of Bruceville-Eddy, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the City of Bruceville-Eddy, Texas (the City), as of and for the year ended
September 30, 2020, and the related notes to financial statements, which collectively comprise the City’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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INDEPENDENT AUDITORS’ REPORT
(CONTINUED)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities and each major fund of the City of
Bruceville-Eddy, Texas, as of September 30, 2020, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, schedule of funding progress, schedule of changes in net pension liability (asset) and
related ratios, schedule of pension contributions, schedule of changes in total OPEB liability and related ratios,
schedule of OPEB contributions and budgetary comparison information on pages 5 through 11 and 59 through 67
be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The individual fund financial statements are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The individual fund financial statements are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the individual fund financial statements are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.



INDEPENDENT AUDITORS’ REPORT
(CONTINUED)

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 11, 2021, on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

Temple, Texas
January 11, 2021
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MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

MANAGEMENT'S DISCUSSION AND ANALYSIS

In this section of the Annual Financial Report, we, the managers of the City of Bruceville-Eddy, Texas, discuss
and analyze the City’s financial performance for the fiscal year ended September 30, 2020. Please read it in
conjunction with the Independent Auditors' Report on pages 1 through 3, and the City’s Basic Financial
Statements, which begin on page 14.

FINANCIAL HIGHLIGHTS
o The City’s net position increased by $ 1,194,059 as a result of this year’s operations.
o The General Fund ended the year with a fund balance of $ 2,471,913.

e During the year, the City had governmental expenses that were $ 785,987 less than the $ 1,716,142
generated in tax and other revenues for governmental programs.

e The total cost of all the City’s programs was $ 2,317,661. Of this amount, $ 1,946,486 was directly
attributed to Public Safety (Police Department) and Water Services. The remainder of the cost was mainly
for general government and street repair.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide financial statements include
the Statement of Net Position and the Statement of Activities (on pages 14 through 17). These provide
information about the activities of the City as a whole and present a longer-term view of the City’s property and
debt obligations and other financial matters. They reflect the flow of total economic resources in a manner similar
to the financial reports of a business enterprise.

Fund financial statements (starting on page 18) report the City’s operations in more detail than the government-
wide statements 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 resources remain for future
spending. They reflect the flow of current financial resources and supply the basis for tax levies and the
appropriations budget. Proprietary statements provide the same type of information as the government-wide
financial statements, only in more detail.

The notes to financial statements (starting on page 31) provide narrative explanations or additional data needed
for full disclosure in the government-wide statements and the fund financial statements.

Reporting 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 14. Its primary purpose is to
show whether the City is better or worse off as a result of the year’s activities. The Statement of Net Position

includes all the City’s assets and liabilities at the end of the year while the Statement of Activities includes all the
revenues and expenses generated by the City’s operations during the year.



MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

All of the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.
Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal years (e.g. uncollected taxes). Both the statement of net position and the statement of activities are
prepared utilizing the accrual basis of accounting.

These two statements report the City’s net position and the changes in them. The City’s net position (the
difference between assets and liabilities) provide one measure of the City’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 overall health of the City, however, you should consider
nonfinancial factors as well, such as changes in the property tax base and the condition of the City’s facilities.

In the Statement of Net Position and the Statement of Activities, the City is divided into two kinds of activities.

Governmental activities — Most of the City’s basic services are reported here, including the public safety,
streets, and general government. Property taxes, fines and sales taxes finance most of these activities.

Business-type activities - The City charges a fee to customers to help cover all or most of the cost of certain
services it provides. The City’s water and sewer system activities are reported here.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds - not the City as a
whole. Some funds are required to be established by state law and by bond covenants. The City’s two kinds of
funds - governmental and proprietary - utilize different accounting approaches.

Governmental fund — The majority of the City’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are available
for spending. These funds are reported using an accounting method identified as the modified accrual basis
of accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general government
operations and the basic services it provides. Governmental fund information helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. By comparing information presented for the governmental fund with similar information
presented for governmental activities in the government-wide financial statements, readers may better
understand the long-term impact of the government’s near-term financing decisions. The relationships or
differences between governmental activities (reported in the Statement of Net Position and the Statement of
Activities) and governmental fund statements are detailed in a reconciliation following the fund financial
statements.



MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Proprietary fund - The City charges customers for the services it provides, whether to outside customers or
to other units within the City. These services are generally reported in the proprietary fund. The
proprietary fund is reported in the same way that all activities are reported in the Statement of Net Position
and the Statement of Activities. In fact, the City’s enterprise funds are identical to the business-type
activities that are reported in the government-wide statements, but provide more detail and additional
information such as cash flows for the proprietary fund.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
The City’s combined net position was $ 7,871,250 as of September 30, 2020. Analyzing the net position and net

expenses of governmental and business-type activities separately, the business-type activities net position was
$ 4,344,056 and the governmental activities net position was $ 3,527,194,



MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

The following condensed financial statements focus on the Net Position (Table I) and Change in Net Position
(Table II) of general revenues and significant expenses of the City’s governmental and business-type activities.

Table I
NET POSITION
Total
Governmental Business-Type Primary
Activities Activities Government
2020 2019 2020 2019 2020 2019
Current and other assets $2,565,095 $2,475963 $2,648,891 $2,598,669 $5,213,986 $5,074,632
Noncurrent and capital
assets 1,137,155 471,618 4,551,307 3,862,030 5,688,462 4,333,648
Total assets 3,702,250 2,947,581 7,200,198 6,460,699 10,902,448 9,408,280
Deferred outflows 24,842 48,886 13,485 27,784 38,327 76,670
Total assets and
deferred outflows 3,727,092 2,996,467 7,213,683 6,488,483 10,940,775 9,484,950
Other liabilities 83,597 162,693 210,656 412,336 294,253 575,029
Long-term liabilities 41,177 79,528 2,624,010 2,139,017 2,665,187 2,218,545
Total liabilities 124,774 242221 2,834,666 2,551,353 2,959,440 2,793,574
Deferred inflows 75,124 13,039 34,961 1,146 110,085 14,185
Total liabilities and
deferred inflows 199,898 255,260 2,869,627 2,552,499 3,069,525 2,807,759
Net Position:
Net investment in capital
assets 1,040,765 431,985 1,909,524 1,541,510 2,950,289 1,973,495
Restricted 70,754 72,181 379,957 368,010 450,711 440,191
Unrestricted, as restated 2,415,675 2,237,041 2,054,575 2,026,464 4,470,250 4,263,505
Total Net Position $3,527,194 $2,741,207 $4,344,056 $3,935,984 $7,871,250 $6,677,191




MANAGEMENT’S DISCUSSION AND ANALYSIS

CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Table 11
CHANGE IN NET POSITION
Total
Governmental Business-Type Primary
Activities Activities Government
2020 2019 2020 2019 2020 2019
Revenues:
Program Revenues
Charges for services $ 523,357 $ 581,028 $1,776,738 $1,743,519 $2,300,095 $2,324,547
Capital grants and
contributions 588,900 - - - 588,900 -
General Revenues:
Property tax 373,717 378,792 - - 373,717 378,792
Sales tax 92,211 80,301 - - 92,211 80,301
Other taxes 58,152 62,292 - - 58,152 62,292
Investment earnings 16,192 26,849 16,908 31,049 33,100 57,898
Gain on sale of capital
assets 2,800 - - - 2,800 -
Miscellaneous 60,813 21,976 1,932 5,128 62,745 27,104
Total Revenue 1,716,142 1,151,238 1,795,578 1,779,696 3,511,720 2,930,934
Expenses:
General government 325,039 382,044 - - 325,039 382,044
Public safety 558,980 602,978 - - 558,980 602,978
Streets 44,600 31,397 - - 44,600 31,397
Interest on long-term
debt 1,536 2,682 - - 1,536 2,682
Water and sewer - - 1,387,506 1,481,431 1,387,506 1,481,431
Total Expenses 930,155 1,019,101 1,387,506 1,481,431 2,317,661 2,500,532
Change in net position 785,987 132,137 408,072 298,265 1,194,059 430,402
Net position - beginning 2,741,207 2,609,070 3,935,984 3,637,719 6,677,191 6,246,789
Net position - ending $3,527,194 $2,741,207 $4,344,056 $3,935,984 $7,871,250 $6,677,191




MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

A large portion of the City’s net position (37%) reflects its investment in capital assets (e.g., land, buildings,
infrastructure, machinery and equipment) less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position (6%) represents resources that are subject to external restrictions
on how they may be used. The balance of unrestricted net position, $ 4,470,250, may be used to meet the
government’s ongoing obligations to citizens and creditors.

At the end of the fiscal year, the City is able to report positive balances in both categories of net position for the
government as a whole.

For the year ended September 30, 2020, revenues from governmental activities totaled $ 1,716,142. Charges for
public safety services accounted for 30% of these revenues, capital contributions accounted for 34%, and property
taxes accounted for 22% of the total.

For the year ended September 30, 2020, expenses for governmental activities totaled § 930,155. The City’s three
largest funded programs are for general government, public safety and streets.

Revenues of the City’s business-type activities were $ 1,795,578 for the year ended September 30, 2020.
Expenses for the City’s business-type activities were $ 1,387,506. The City’s largest business-type activities
expense was the purchase of water.

THE CITY’S FUNDS

As the City completed the year, its governmental fund (as presented in the balance sheet on page 18) reported a
fund balance of $ 2,471,913, which is higher than last year's total of § 2,309,234.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of September 30, 2020, the City had $ 5,568,983 (net of accumulated depreciation) invested in a broad range
of capital assets, including facilities, equipment and land. This amount represents a net increase of § 1,235,335

due to current year purchases and contributions being greater than depreciation and current year disposals. This
year’s major additions included:

Land $ 663,467
Construction in progress 309,762
Machinery and equipment 535,025

$ 1,508,254

-10 -



MANAGEMENT’S DISCUSSION AND ANALYSIS
CITY OF BRUCEVILLE-EDDY, TEXAS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Debt

At year-end, the City had $ 2,618,694 in bonds and notes outstanding versus $ 2,360,153 last year. This increase
is due to new debt obligations exceeding the principal payments applied to the outstanding debt during fiscal year
2020.

More detailed information about the City’s long-term liabilities is presented in the Notes to Financial Statements
on pages 43 through 45.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered population growth and available resources from water,
public safety and tax revenues when setting the fiscal year ending September 30, 2021 budget and tax rate.

The City adopted a $ 2,616,086 combined budget for fiscal year ending September 30, 2021. It will be funded
through property taxes, water and utility charges, and other local revenues.

If the City does not incur any unforeseen expenditures or reductions in revenue, current revenues should cover
current expenses with no change estimated fund balance in the General Fund and no change in the Water Fund net
position.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the City’s business office at City
of Bruceville-Eddy, 143 Wilcox Drive, # A, Bruceville-Eddy, Texas 76524.

-11 -
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CITY OF BRUCEVILLE-EDDY, TEXAS
STATEMENT OF NET POSITION

September 30, 2020
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 525,475 $ 2,004,116 2,619,591
Investments 1,935,223 - 1,935,223
Receivables, net 17,819 190,642 208,461
Cash and cash equivalents, restricted 70,754 379,957 450,711
Internal balances 15,824 (15,824) -
Net pension asset 77,444 42,035 119,479
Capital assets, not being depreciated:
Land and improvements 649,610 550,829 1,200,439
Construction in progress 60,117 703,735 763,852
Capital assets, net of accumulated depreciation:
Buildings and improvements 25,905 832 26,737
Water facilities - 2,681,507 2,681,507
Machinery and equipment 105,364 572,369 677,733
Infrastructure 218,715 - 218,715
Total capital assets 1,059,711 4,509,272 5,568,983
Total Assets 3,702,250 7,200,198 10,902,448
DEFERRED OUTFLOWS OF RESOURCES
Deferred amounts related to pensions 18,418 9,997 28,415
Deferred amounts related to OPEB 6,424 3,488 9,912
Total deferred outflows of resources 24,842 13,485 38,327
Total Assets and Deferred Outflows of Resources 3,727,092 7,213,683 10,940,775

The accompanying notes are an integral part of the financial statements.
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Governmental

Business-Type

Activities Activities Total
LIABILITIES
Accounts payable 22,839 62,796 85,635
State criminal costs and fees payable 30,876 - 30,876
Other accrued liabilities 10,936 63,329 74,265
Customer deposits - 84,531 84,531
Noncurrent liabilities:
Due within on year:
Bonds and notes payable 18,946 309,714 328,660
Due in more than one year:
Bonds and notes payable - 2,290,034 2,290,034
Compensated absences 6,989 5,706 12,695
Net OPEB liability 34,188 18,556 52,744
Total Liabilities 124,774 2,834,666 2,959,440
DEFERRED INFLOWS OF RESOURCES
Deferred amounts related to pensions 62,555 33,953 96,508
Deferred amounts related to OPEB 1,857 1,008 2,865
Unavailable revenues - lease income 10,712 - 10,712
Total deferred inflows of resources 75,124 34,961 110,085
Total Liabilities and Deferred Inflows of Resources 199,898 2,869,627 3,069,525
NET POSITION
Net investment in capital assets 1,040,765 1,909,524 2,950,289
Restricted for:
Court technology and building security 70,754 - 70,754
Debt service - 278,804 278,804
Capital projects - 60,273 60,273
Customer deposits - 40,880 40,880
Unrestricted 2,415,675 2,054,575 4,470,250
Total Net Position $ 3,527,194 $ 4,344,056 $ 7,871,250
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CITY OF BRUCEVILLE-EDDY, TEXAS

STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2020

Functions/Programs

Primary Government:
Governmental activities:
General government
Public safety
Highways and streets
Interest on long-term debt
Total governmental activities

Business-type activities:
Water utility
Sewer
Total business-type activities

Total Primary Government

Program Revenues

Capital

Charges for Grants and
Expenses Services Contributions
$§ 325,039 $ 6,584 § 588,900
558,980 516,773 -
44,600 - -
1,536 - -
930,155 523,357 588,900
1,381,683 1,776,738 -
5,823 - -
1,387,506 1,776,738 -
$ 2,317,661 § 2,300,095 $ 588,900

The accompanying notes are an integral part of the financial statements.

General Revenues:
Property taxes
Sales and miscellaneous taxes
Franchise taxes
Investment income
Gain on sale of capital assets
Miscellaneous
Total general revenues

Change in net position
Net Position - beginning of year

Net Position - end of year



Net (Expense) Revenue and
Changes in Net Position

Governmental Business-Type

Activities Activities Total
$ 270,445 $ - $ 270,445
(42,207) - (42,207)
(44,600) - (44,600)
(1,536) - (1,536)
182,102 - 182,102
- 395,055 395,055
- (5,823) (5,823)
- 389,232 389,232
182,102 389,232 571,334
373,717 - 373,717
92,211 - 92,211
58,152 - 58,152
16,192 16,908 33,100
2,800 - 2,800
60,813 1,932 62,745
603,885 18,840 622,725
785,987 408,072 1,194,059
2,741,207 3,935,984 6,677,191

$ 3,527,194 § 4,344,056 § 7,871,250




CITY OF BRUCEVILLE-EDDY, TEXAS

BALANCE SHEET
GOVERNMENTAL FUND
September 30, 2020
General
Fund
ASSETS
Cash and cash equivalents $ 525,475
Investments 1,935,223
Taxes receivable, net 17,819
Due from other funds 15,824
Cash and cash equivalents, restricted 70,754
Total Assets $ 2,565,095
LIABILITIES
Accounts payable $ 22.839
State criminal costs and fees payable 30,876
Other accrued liabilities 10,936
Total Liabilities 64,651
DEFERRED INFLOWS OF RESOURCES
Unavailable revenues - property taxes 17,819
Unavailable revenues - lease income 10,712
Total Deferred Inflows of Resources 28,531
FUND BALANCES
Fund Balances:
Restricted for:

Court technology and building security 70,754
Unassigned 2,401,159
Total Fund Balance 2,471,913

Total Liabilities, Deferred Inflows of
Resources, and Fund Balances $ 2,565,095

The accompanying notes are an integral part of the financial statements.
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CITY OF BRUCEVILLE-EDDY, TEXAS

RECONCILIATION OF THE BALANCE SHEET OF THE GOVERNMENTAL FUND

TO THE STATEMENT OF NET POSITION
September 30, 2020
Total Fund Balance - Governmental Fund (Page 18)

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

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the funds. These assets consist of:

Land $ 709,727
Buildings 115,844
Equipment 516,761
Infrastructure 363,885
Accumulated depreciation (646,506)
Total capital assets $ 1,059,711

Net pension asset is not available to pay obligations in the current period and therefore is
not reported in the funds.

Deferred outflows related to pension activity are not required to be reported in the funds
but are required to be reported at the government-wide level.

Deferred outflows related to OPEB activity are not required to be reported in the funds but
are required to be reported at the government-wide level.

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

Accrued vacation and comp time payable is not due and payable in the current period and
therefore is not reported in the funds.

Net OPEB liability is not due and payable in the current period and therefore is not
reported in the funds.

Deferred inflows related to pension activity are not required to be reported in the funds but
are required to be reported at the government-wide level.

Deferred inflows related to OPEB activity are not required to be reported in the funds but
are required to be reported at the government-wide level.

Delinquent taxes are recognized as revenue in the period for which levied in the
Government-Wide financial statements, but are reported as deferred inflows of resources in
the fund financial statements.

Net Position of Governmental Activities (Page 15)

The accompanying notes are an integral part of the financial statements.

-19-

$ 2,471,913

1,059,711

77,444
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(62,555)

(1,857)

17,819

§ 3,527,194



STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - GOVERNMENTAL FUND

Revenues

Ad valorem tax

Sales tax

Franchise tax

Fines and forfeitures

Licenses and permits

Interest income

Lease and miscellaneous income

Total Revenues

Expenditures
Current:

General government
Public safety
Streets
Debt service:
Principal
Interest and fiscal charges

Total Expenditures

CITY OF BRUCEVILLE-EDDY, TEXAS

For the Year Ended September 30, 2020

Excess of revenues over expenditures

Other Financing Sources

Proceeds from sale of capital assets

Total Other Financing Sources

Net change in fund balance

Fund Balance- beginning of year

Fund Balance- end of year

The accompanying notes are an integral part of the financial statements.
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General
Fund

$ 369,883
92,211
58,152

516,773
6,584
16,192
60,813

1,120,608

386,826
526,274
26,406

20,687
1,536

961,729
158,879

3,800
3,800

162,679

2,309,234
8 2471013



CITY OF BRUCEVILLE-EDDY, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2020

Net Change in Fund Balance - Total Governmental Fund (Page 20)

Amounts reported for governmental activities in the statement of activities (pages 16-17) are
different because:

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

Capital outlay $ 73,612
Depreciation expense (73,419)
$ 193

Contributed assets in the statement of activities that do not provide current financial

resources are not reported as revenues in the funds.
The net effect of sale transactions involving capital assets.

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds.

Property taxes not collected $ 17,819
Less prior year (13,984)
$ 3,835

The net pension liability and related deferred outflows/inflows per GASB 68 is accrued at

the government-wide level but not at the fund level. This is the current year change related to
the net pension liability and related deferred outflows/inflows, reported as expense in the
statement of activities.

The net OPEB liability and related deferred outflows/inflows per GASB 75 is accrued at the
government-wide level but not at the fund level. This is the current year change related to the
net OPEB liability and related deferred outflows/inflows, reported as expense in the
statement of activities.

Repayment of the principal of long-term debt consumes the current financial resources of
governmental funds, however, it does not have an effect on net position.

Change in Net Position of Governmental Activities (Page 17)

The accompanying notes are an integral part of the financial statements.
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$

$

162,679

193

588,900
(1,000)

3,835

11,581

(888)

20,687

785,987



CITY OF BRUCEVILLE-EDDY, TEXAS

STATEMENT OF NET POSITION

PROPRIETERY FUNDS
September 30, 2020
Business-Type
Activities
Water Fund Sewer Fund Total
ASSETS
Current assets:
Cash and cash equivalents 2,094,116 $ - 2,094,116
Accounts receivable, net 190,642 - 190,642
Total current assets 2,284,758 - 2,284,758
Noncurrent assets:
Cash and cash equivalents, restricted 379,957 - 379,957
Net pension asset 42,035 - 42,035
Due from other funds 720,255 - 720,255
Capital assets, net 3,784,345 724,927 4,509,272
Total noncurrent assets 4,926,592 724,927 5,651,519
Total assets 7,211,350 724,927 7,936,277
DEFERRED OUTFLOWS OF RESOURCES
Deferred amounts related to Pensions 9,997 - 9,997
Deferred amounts related to OPEB 3,488 - 3,488
Total Deferred Outflows of Resources 13,485 - 13,485
Total Assets and Deferred Outflows of Resources 7,224,835 724,927 7,949,762
LIABILITIES
Current liabilities:
Accounts payable 62,796 - 62,796
Accrued liabilities 63,329 - 63,329
Customer deposits 84,531 - 84,531
Due to other funds - 736,079 736,079
Liabilities payable from restricted assets:
Bonds and notes payable - current portion 309,714 - 309,714
Total current liabilities 520,370 736,079 1,256,449
Noncurrent liabilities:
Compensated absences 5,706 - 5,706
Net OPEB liability 18,556 - 18,556
Liabilities payable from restricted assets:
Bonds and notes payable 2,290,034 - 2,290,034
Total noncurrent liabilities 2,314,296 - 2,314,296
Total Liabilities 2,834,666 736,079 3,570,745
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CITY OF BRUCEVILLE-EDDY, TEXAS

STATEMENT OF NET POSITION

PROPRIETERY FUNDS
September 30, 2020
Business-Type
Activities
Water Fund Sewer Fund Total
DEFERRED INFLOWS OF RESOURCES
Deferred amounts related to pensions 33,953 - 33,953
Deferred amounts related to OPEB 1,008 - 1,008
Total Deferred Inflows of Resources 34,961 - 34,961
Total Liabilities and Deferred Inflows of Resources 2,869,627 736,079 3,605,706
NET POSITION

Net investment in capital assets 1,184,597 724,927 1,909,524

Restricted for:
Debt service 278,804 - 278,804
Capital projects 60,273 - 60,273
Customer deposits 40,880 - 40,880
Unrestricted (deficit) 2,790,654 (736,079) 2,054,575
Total Net Position 4,355,208 $ (11,152)  $ 4,344,056
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CITY OF BRUCEVILLE-EDDY, TEXAS
STATEMENT OF REVENUES, EXPENSES AND

CHANGES IN NET POSITION

- PROPRIETARY FUNDS

For the Year Ended September 30, 2020

Business-Type

Activities
Water Fund Sewer Fund Total
Operating Revenues
Water $ 1,548,566 $ - § 1,548,566
Garbage 125,529 - 125,529
Water tap fees 88,458 - 88,458
Other operating revenues 14,185 - 14,185
Total Operating Revenues 1,776,738 - 1,776,738
Operating Expenses
Water purchases 345,370 - 345,370
Water system utilities 112,484 - 112,484
Water system supplies 27,947 - 27,947
Repairs and maintenance 58,430 - 58,430
Other water system expenses 63,717 - 63,717
Personnel and support 223,013 - 223,013
Professional fees 16,923 5,783 22,706
Administrative expenses 109,717 40 109,757
Garbage collection fees 118,518 - 118,518
Depreciation and amortization 198,500 - 198,500
Total Operating Expenses 1,274,619 5,823 1,280,442
Operating Income 502,119 (5,823) 496,296
Nonoperating Revenues (Expenses)
Interest income 16,908 - 16,908
Interest expense (105,235) - (105,235)
Donations emergency services income 1,932 - 1,932
Donations emergency services expense (1,904) - (1,904)
Capital outlay 75 - 75
Total Nonoperating Revenues (Expenses) (88,224) - (88,224)
Change in Net Position 413,895 (5,823) 408,072
Net Position - beginning of year 3,941,313 (5,329) 3,935,984
Net Position - end of year $ 4,355,208 $ (11,152) $ 4,344,056

The accompanying notes are an integral part of the financial statements.
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CITY OF BRUCEVILLE-EDDY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended September 30, 2020

Cash Flows from Operating Activities
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net Cash Provided by Operating Activities

Cash Flows from Non-Capital Financing Activities
Contribution income

Contribution expense
Miscellaneous expense
Net Cash Provided by Non-Capital Financing Activities

Cash Flows from Capital and Related Financing Activities
Acquisition of capital assets
Loan proceeds
Payments on long-term bonds
Interest paid
Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest received
Increase in restricted cash

Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - beginning of year

Cash and Cash Equivalents - end of year

The accompanying notes are an integral part of the financial statements.
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Business-Type
Activities
Water and

Sewer Funds

$ 1,798,099
(842,054)
(221,142)

734,903

1,932
(1,904)
75

103

(845,742)
489,200
(209,972)
(105,235)

(671,749)

16,908
(11,947)

4,961

68,218

2,025,898

$ 2,094,116




Business-Type
Activities
Water and

Sewer Funds

Reconciliation of operating income to net cash provided

by operating activities:

Operating income $ 496,296
Adjustments to reconcile operating income

to net cash provided by operating activities:

Depreciation expense 198,500
Decrease in accounts receivable 14,119
Increase in net pension asset (42,035)
Increase in due from other funds (303,480)
Decrease in deferred outflows 14,299
Increase in accounts payable 11,366
Decrease in accrued liabilities 32,329
Increase in due to other funds 276,660
Increase in customer deposits 7,242
Decrease in net pension liability (10,552)
Increase in net OPEB liability 6,344
Increase in deferred inflows 33,815
Total Adjustments 238,607
Net Cash Provided by Operating Activities $ 734,903
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. REPORTING ENTITY

The City of Bruceville-Eddy, Texas (the City) was incorporated in 1974 for the purpose of providing public
safety, water and sanitation services, planning and general administrative services. The City's present
population is approximately 1,490, and it serves approximately 1,900 metered customers.

The following is a summary of certain significant accounting policies followed in the preparation of the
financial statements of the City.

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34, Basic
Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments. This
statement, known as the “Reporting Model” statement, affects the way the City prepares and presents
financial information. State and local governments traditionally have used a financial reporting model
substantially different from the one used to prepare private-sector financial reports.

GASB Statement No. 34 established new requirements and a new reporting model for the annual financial
reports of state and local governments. The Statement was developed to make annual reports easier to
understand and more useful to the people who use governmental financial information to make decisions and
includes:

Management’s Discussion and Analysis - GASB Statement No. 34 requires that financial statements be
accompanied by a narrative introduction and analytical overview of the government’s financial activities in
the form of a “management’s discussion and analysis” (MD&A). This analysis is similar to the analysis the
private sector provides in their annual reports.

Government-Wide Financial Statements - The reporting model includes financial statements prepared using
full accrual accounting for all of the government’s activities. Government-wide financial statements do not
provide information by fund or account group, but distinguish between the City’s governmental activities and
business-type activities on the statement of net position and statement of activities. Significantly, the City’s
statement of net position includes both noncurrent assets and noncurrent liabilities of the City, which were
previously recorded in the General Fixed Assets Account Group and the General Long-term Obligations
Account Group (such as building and infrastructure, including bridges and roads, and general obligation
debt). Accrual accounting also reports all of the revenues and cost of providing services each year, not just
those received or paid in the current year or soon thereafter.

In addition, the government-wide statement of activities reflects depreciation expenses on the City’s capital
assets, including infrastructure. In addition to the government-wide financial statements, the City has
prepared governmental fund financial statements, which continue to use the modified accrual basis of
accounting and the current financial resources measurement focus. Accordingly, the accounting and financial
reporting for the City’s General Fund, the City’s major governmental fund, is similar to that previously
presented in the City’s financial statements, although the format of financial statements has been modified by
GASB Statement No. 34.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Statement of Net Position - The Statement of Net Position is designed to display the financial position of the
primary government (government and business-type activities). Governments report all capital assets,
including infrastructure, in the government-wide Statement of Net Position and report depreciation expense -
the cost of “using up” capital assets - in the Statement of Activities. The net position of the government will
be broken down into three categories - 1) invested in capital assets, net of related debt; 2) restricted; and 3)
unrestricted.

Statement of Activities - The government-wide statement of activities reports expenses and revenues in a
format that focuses on the cost of each of the government’s functions. The expense of individual functions is
compared to the revenues generated directly by the function (for instance, through user charges or
intergovernmental grants).

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities are government-wide financial statements.
They report information on all of the City’s non-fiduciary activities with most of the interfund activities
removed. Governmental activities include programs supported primarily by taxes, grants and other
intergovernmental revenues. Business-type activities include programs supported primarily by water
revenues.

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 purchase, use, or directly benefit from goods or services provided by a given function or
segment of the City. Examples include water payments, police fines, etc. If revenue is not program revenue,
it is general revenue used to support all of the City’s functions. Taxes are always general revenues.

Interfund activities between governmental funds appear as due to/due from on the Governmental Fund
Balance Sheet. All interfund transactions between governmental funds are eliminated on the government-
wide statements.

Separate financial statements are provided for governmental funds and proprietary funds. Major individual
governmental and enterprise funds are reported as separate columns in the fund financial statements.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement 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 items are recognized as revenue as soon as all eligibility
requirements 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 liabilities and
fund balances are included on the balance sheet. Operating statements of these funds present net increases
and decreases in current assets (i.e., revenues and other financing sources and expenditures and other
financing uses).
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

The modified accrual basis of accounting recognizes revenues 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 incurred, if measurable, except for unmatured interest and principal on long-term debt, which is
recognized 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 period end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues received
from the state are recognized under the susceptible-to-accrual concept. Miscellaneous revenues are recorded
as revenue when received in cash because they are generally not measurable until actually received.
Investment earnings are recorded as earned, since they are both measurable and available.

D. FUND ACCOUNTING
The City reports the following major governmental fund:

General Fund - the City’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

The City reports the following major proprietary funds:

Water Fund and Sewer Fund - used to account for those operations that are financed and operated in a manner
similar to private business or where the board has decided that the determination of revenues earned, cost
incurred and/or net income is necessary for management accountability.

Reconciliation of Government-Wide and Fund Financial Statements

A summary reconciliation of the difference between total fund balances as reflected on the governmental
funds balance sheet and total net position for governmental activities as shown on the government-wide
statement of net position is presented in an accompanying schedule to the governmental funds balance sheet.
The asset and liability elements which comprise the reconciliation difference stem from governmental funds
using the current financial resources measurement focus and the modified accrual basis of accounting while
the government-wide financial statements use the economic resources measurement focus and the accrual
basis of accounting. A summary reconciliation of the difference between net changes in fund balances as
reflected on the governmental funds statement of revenues, expenditures and changes in fund balances and
change in net position for governmental activities as shown on the government-wide statement of activities is
presented in an accompanying schedule to the governmental funds statement of revenues, expenditures and
changes in fund balances. The revenue and expense elements which comprise the reconciliation difference
stem from governmental funds using the current financial resources measurement focus and the modified
accrual basis of accounting while the government-wide financial statements use the economic resources
measurement focus and the accrual basis of accounting.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

In the fund financial statements, governmental funds report restrictions of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
GASB No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, effective for financial
statements for periods beginning after June 15, 2010, requires governmental fund balances to be reported in
one of five classifications, replacing the previous classifications of reserved, unreserved, and designated.
These five classifications are nonspendable, restricted, committed, assigned and unassigned.

Nonspendable fund balances are either not in spendable form or are legally or contractually required to be
maintained intact. Restricted fund balances have constraints imposed either 1) by law through constitutional
provisions or enabling legislation or 2) by creditors, grantors, contributors, or laws or regulations of other
governments. Committed fund balances represent funds set aside formally by the City Council for specific
purposes or by contract. Assigned fund balances are earmarked for specific purposes by the City Council, but
are neither restricted nor committed. These balances represent tentative management plans that are subject to
change. Unassigned fund balance is the residual classification for the general fund for which the previous
classifications do not apply. When different classifications of funds are available for expenditure, the City
considers the most restrictive classification amount to have been spent first.

The following is a list of fund balance restrictions used by the City and a description of each:
Fund Balance Restrictions:
Debt Service- Funds restricted for the retirement of general long-term debt.

Court Technology and Building Security- Funds restricted, from specific court fees, for the purchase of
goods and services that will benefit the court.

Capital Projects- Funds restricted for use in current and future construction projects.

Customer Deposits- Funds restricted to disbursements for the application to customer account balances or
refunds to customer.

E. ASSETS, LIABILITIES AND NET POSITION
1. Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition.

2. Receivables
Accounts and property tax receivables are shown net of any allowance for uncollectible accounts. Property
taxes receivable for the governmental fund types, which have been remitted within sixty days subsequent to

year-end, are considered measurable and available and recognized as revenues. All other property taxes are
offset by deferred resources and, accordingly, have not been recorded as revenue.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

3. Restricted Assets

Restricted assets are liquid assets that have third party (statutory, bond covenant or granting agency)
limitations on their use. Certain resources set aside for the repayment of revenue bonds are classified as
restricted assets on the Balance Sheet and the Statement of Net Position, because they are maintained in
separate bank accounts and their use is limited by applicable bond covenants. Customer deposits held by the
City before any services were supplied are restricted to the service for which the deposits were collected.

4. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items) are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets are defined by the government as assets with an
initial individual cost of more than § 2,000 and an estimated useful life in excess of three years. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed.

Donated capital assets are recorded at acquisition 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 capitalized.

Property, plant and equipment of the primary government are depreciated using the straight-line method over
the following estimated useful lives:

Category Life

Buildings and improvements 10-30 years
Machinery and equipment 3-10 years
Water facilities 30 years
Infrastructure 20 years

5. Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities or proprietary fund type statement of net position. Bond premiums and discounts are
deferred and amortized over the life of the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Issuance costs are expensed in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

6. Net Position

Net Position in government-wide and proprietary financial statements are classified as net investment in
capital assets, restricted and unrestricted. Restricted net position represents constraints on resources that are
either externally imposed by creditors, grantors, contributors, or laws or regulations of other governments or
imposed by law through state statue.

7. Fund Balance

The following fund balance classifications describe the relative strength of the spending constraints placed on
the purposes for which resources can be used:

Nonspendable Fund Balance - Amounts that are not in a spendable form (such as inventory) or are required to
be maintained intact.

Restricted Fund Balance — Amounts constrained to specific purposes by their providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by enabling legislation.

Committed Fund Balance — Amounts constrained to specific purposes by a government itself, using its
highest level of decision-making authority to be reported as committed; amounts cannot be used for any other
purpose unless the government takes the same highest-level action to remove or change the constraint.

Assigned Fund Balance — Amounts a government intends to use for a specific purpose; intent can be
expressed by the governing body or by an official or body to which the governing body delegates the
authority.

Unassigned Fund Balance — Amounts that do not meet the criteria above and are available for any purpose;
positive amounts are reported in the General Fund.

City Council establishes (and modifies or rescinds) fund balance commitments by passage of an ordinance,
the highest level of action. This is typically done through adoption of the budget. A fund balance
commitment is further indicated in the budget document as a commitment of the fund. Assigned fund balance
is established by City Council by passage of a resolution either through adoption or amendment of the budget
as intended for specific purposes.

For the classification of Governmental Fund balances, the City considers expenditures to be made from the
most restrictive first when more than one classification is available.

8. Estimates

The preparation of financial statements in conformity with U. S. generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Specifically, the actuarial calculations used to determine the annual required contributions and related
liabilities of the City’s retirement plans and post-employment obligations are based on assumptions about the
possibility of events far into the future. Accordingly, actual results could differ from those estimates.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

9. Pensions

For purposes of measuring the net pension liability, deferred outflows 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 Fiduciary Net Position
have been determined on the same basis as they are reported by TMRS. For this purpose, plan contributions
are recognized in the period that compensation is reported for the employee, which is when contribution 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.

10. Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the Town of
Boxelder’s Post Employment Health Insurance Plan (the Plan) and additions to/deductions from the Plan’s
fiduciary net position have been determined on the same basis as they are reported by the Plan. For this
purpose, the Plan recognizes benefit payments when due and payable, in accordance with the benefit terms.
There are no investments as this is a pay-as-you-go plan.

11. Deferred outflows and inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until then. At this time, the City has two items that qualify for reporting in
this category related to the City’s pension and OPEB plans through TMRS.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. At this time, the City has four items that qualify for reporting in
this category. They are amounts related to deferred property tax, pension and OPEB plans through TMRS
and deferred lease income.
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CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020
II. DETAILED NOTES ON ALL FUNDS
A. DEPOSITS AND INVESTMENTS

Legal and Contractual Provisions Governing Deposits and Investments

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

Additional Contractual Provisions governing deposits and investments are as follows:

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’s 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.

Policies Governing Deposits and Investments

1. Foreign Currency Risk — The City’s deposits and investments are not exposed to foreign currency risk.

2. Custodial Credit Risk — The City’s policy is to be collateralized. The City was fully collateralized during
the period.

3. Interest Rate Risk — The City has no debt securities that have interest rate risk.

4. Other Credit Risk Exposure — The City does not invest in debt securities.

5. Concentration Risk — The City’s deposits and investments are exposed to concentration risk in that they
are all deposited with the same bank.
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Deposits Credit Risk

The cash deposits and savings accounts held at financial institutions can be categorized according to three
levels of risk. These three levels of risk are as follows:

Category 1 - Deposits, which are insured or collateralized with securities held by the City or by its agent in
the City’s name.

Category 2 - Deposits, which are collateralized with securities, held by the pledging financial institution’s
trust department or agent in the City’s name.

Category 3 - Deposits which are not collateralized or insured.

Based on these three levels of risk, all of the City’s cash deposits are classified as Category 1.

Deposits are stated at cost plus accrued interest and the carrying amounts are displayed on the balance sheet
as cash and cash equivalents. Following is a summary of the City’s deposits, by category:

1. Insured by FDIC $ 4,192,230
2. Collateralized by pledged securities 878,573
3. Uninsured and uncollateralized -

Total Bank Balance $ 5,070,803

Carrying Amount $ 5,005,525

B. RESTRICTED CASH

The City had restricted cash of $ 379,957 in the Water Fund and $ 70,754 in the General Fund as of
September 30, 2020. The restrictions stem from the need to protect customer utility deposits, to set aside a
reserve for the payment of interest and principal on bonded indebtedness, and to set aside monies that are
restricted by revenue sources as to use.
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C. RECEIVABLES

Receivables at year-end for the government’s individual major funds in the aggregate, including the
applicable allowances for uncollectible accounts, are as follows:

General Water
Fund Fund
Tax receivables $ 57,496 $ -
Less: allowance for uncollectible accounts (39,677) -
Tax receivable, net 17,819 -
Accounts receivable - 221,238
Less: allowance for uncollectible accounts - (30,596)
Total Receivables $ 17,819 $ 190,642

D. INTERFUND RECEIVABLES AND PAYABLES

Any residual balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as internal balances. The individual interfund
receivables and payable balances at September 30, 2020, were:

Due from Due to
Other Funds Other Funds
General Fund $ 15,824 $ -
Water Fund 720,255 -
Sewer Fund - 736,079
Total All Funds $ 736,079 $ 736,079
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E. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2020 was as follows:

Governmental Activities

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Machinery and equipment
Infrastructure

Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings and improvements
Machinery and equipment
Infrastructure

Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental Activities
Capital Assets, Net

Beginning Ending

Balance Additions (Deletions) Balance
60,710 § 588,900 $ - 3 649,610
- 60,117 - 60,117
60,710 649,017 - 709,727
115,844 - - 115,844
521,266 13,495 (18,000) 516,761
363,885 - - 363,885
1,000,995 13,495 (18,000) 996,490
(85,954) (3,985) - (89,939)
(377,157) (51,240) 17,000 (411,397)
(126,976) (18,194) - (145,170)
(590,087) (73,419) 17,000 (646,506)
410,908 (59,924) (1,000) 349,984
471,618  $ 589,093  § (1,000)0 $§ 1,059,711
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Business-Type Activities

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Water facilities
Machinery and equipment

Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings and improvements
Water facilities
Machinery and equipment

Total accumulated depreciation

Total capital assets, being depreciated, net

Business-Type Activities
Capital Assets, Net

Beginning Reclassifications Ending

Balance Additions (Deletions) Balance
$ 476,262 $ 74,567 $ - 8 550,829
454,090 249,645 - 703,735
930,352 324,212 - 1,254,564
131,738 - - 131,738
5,817,890 - - 5,817,890
730,501 521,530 (351,068) 900,963
6,680,129 521,530 (351,068) 6,850,591
(130,405) (501) - (130,906)
(2,988,085) (148,298) - (3,136,383)
(629,961) (49,701) 351,068 (328,594)
(3,748,451) (198,500) 351,068 (3,595,883)
2,931,678 323,030 - 3,254,708
$ 3,862,030 $ 647,242 $ - $ 4,509,272

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

Governmental Activities:
General government
Public safety
Highways and streets

Total Depreciation Expense - Governmental Activities

Business-Type activities:
Water and sewer

Total Depreciation Expense - Business-Type Activities
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F. LONG-TERM DEBT
The City’s long-term debt at September 30, 2020 is comprised of the following individual issues:
General Government Notes Payable:

$ 23,725 equipment loan with company; maturing March 2021; payable $ 4,518
principal and interest annually; interest at 3.20%, secured by automobile. $ 2,548

$ 31,335 auto loan with local bank; maturing February 2021; payable $ 8,541 principal

and interest annually; interest at 4.25%, secured by automobile. 8,199
$ 31,335 auto loan with local bank; maturing February 2021; payable $ 8,541 principal

and interest annually; interest at 4.25%, secured by automobile. 8,199
Total General Government Notes Payable 18,946

Proprietary Water Fund Revenue Refunding Bonds:

$ 371,000 Series 2011 Certificates of Obligation, maturing September 2025; 15

certificates with interest rates varying from 5.5% to 5.875%; annual principal payments

ranging from $ 17,000 to $ 35,000 are due per the bonds' maturity dates schedule.

Interest is due each March and September; secured by the revenues of the City's water

system. 156,000

Proprietary Water Fund Revenue Bonds:

$ 731,000 Series 2011 Certificates of Obligation, maturing September 2025; 15
certificates with interest rates varying from 5.5% to 5.875%; annual principal payments
ranging from $ 33,000 to $ 70,000 are due per the bonds' maturity dates schedule.
Interest is due each March and September; secured by the revenues of the City's water

system. 314,000

$ 1,883,000 Series 2013 Certificates of Obligation, maturing September 2028; interest
rates varying from 3.25% to 4.25%; annual principal payments ranging from § 79,000
to $ 254,000 are due per the bonds' maturity dates schedule. Interest is due each March
and September; secured by the revenues of the City's water system 1,273,000

$ 395,000 Series 2015 Certificates of Obligation, maturing September 2030; interest
rate at 4.25%; annual principal payments ranging from $ 30,000 to $ 41,000 are due per
the bonds' maturity dates schedule. Interest is due each March and September; secured
by the revenues of the City's water system. 365,000

Proprietary Water Fund Notes Payable:
$ 23,725 equipment loan with company; maturing March 2021; payable $ 4,518
principal and interest annually; interest at 3.20%, secured by automobile. 2,548

$ 489,200 water meter system loan with Government Capital Corporation; maturing
March 2025; payable in annual installments of $106,736; interest at 2.97%; secured by

ad valorem tax revenues 489,200
Total Proprietary Long-Term Debt 2,599,748
Total Long-Term Debt $ 2,618,694
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Debt service requirements to maturity for the above long-term debt are as follows:

General Government Notes Payable

Year Ending September 30, Principal Interest Total
2021 $ 18,946 $ 792 $ 19,738
Total $ 18,946 $ 792 $ 19,738
Water Revenue Refunding Bonds - Series 2011
Year Ending September 30, Principal Interest Total
2021 $ 28,000 $ 9,165 $ 37,165
2022 29,000 7,520 36,520
2023 31,000 5,816 36,816
2024 33,000 4,006 37,006
2025 35,000 2,056 37,056
Total $ 156,000 $ 28,563 $ 184,563
Water Revenue Bonds - Series 2011
Year Ending September 30, Principal Interest Total
2021 $ 56,000 $ 18,448 $ 74,448
2022 59,000 15,158 74,158
2023 63,000 11,691 74,691
2024 66,000 8,012 74,012
2025 70,000 4,113 74,113
Total $ 314,000 $ 57,422 $ 371,422
Water Revenue Bonds - Series 2013
Year Ending September 30, Principal Interest Total
2021 $ 99,000 $ 52,238 $ 151,238
2022 104,000 48,525 152,525
2023 109,000 44,625 153,625
2024 113,000 40,375 153,375
2025 118,000 35,745 153,745
2026-2028 730,000 62,972 792,972
Total $ 1,273,000 $ 284,480 $ 1,557,480
Water Revenue Bonds - Series 2015
Year Ending September 30, Principal Interest Total
2021 $ 32,000 $ 15,513 $ 47,513
2022 33,000 14,153 47,153
2023 34,000 12,750 46,750
2024 35,000 11,305 46,305
2025 36,000 9,818 45,818
2026-2030 195,000 25,288 220,288
Total $ 365,000 $ 88,827 $ 453,827
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Water Fund Note Payable - Backhoe

Year Ending September 30, Principal Interest Total
2021 $ 2,548 $ 23 $ 2,571
Total $ 2,548 $ 23 $ 2,571
Water Fund Note Payable - Water Meter System
Year Ending September 30, Principal Interest Total
2021 $ 92,166 $ 14,570 $ 106,736
2022 94,944 11,792 106,736
2023 97,764 8,972 106,736
2024 100,668 6,068 106,736
2025 103,658 3,078 106,736
Total $ 489,200 $ 44,480 $ 533,680

There are a number of limitations and restrictions contained in the various bond indentures including, among
others, the requirements of the payment of principal and interest from the ad valorem tax levy or from the net
revenues of the water fund and the provision of certain reserve funds. The City is in compliance with all such
significant financial limitations and restrictions. There is no specific maximum debt limit established by law
for the City, therefore, the limit is governed by the City’s ability to levy and collect taxes to service the debt.

Changes in long-term liabilities

Long-term liability activity for the year ended September 30, 2020 was as follows:

Governmental Activities:
Notes Payable
Compensated absences
Net pension liability
Net OPEB liability

Governmental Activity
Long-Term Liabilities

Business-Type Activities:
Revenue Bonds Payable
Notes Payable
Compensated absences
Net pension liability
Net OPEB liability

Business-Type Activity
Long-Term Liabilities

Total Long-Term Liabilities

Beginning Ending Due within
Balance Additions Reductions Balance One Year

$ 39,633 § - % (20,687) $ 18946 § 18946
6,989 - - 6,989 -
24,943 (24,943) - -
28,623 5,565 - 34,188 -

$ 100,188 $ 5,565 $ (45,630) $ 60,123 $ 18,946
$2,313,000 $ - $ (205,000) $2,108,000 $§ 215,000
7,520 489,200 (4,972) 491,748 94,714
5,706 - - 5,706 -
10,552 - (10,552) - -
12,212 6,344 18,556 -
$2,348,990 489,200 $ (214,180) $2,624,010 $ 309,714
$2,449,178 $§ 494,765 $ (259,810) $2,684,133 $ 328,660

- 45 -



CITY OF BRUCEVILLE-EDDY, TEXAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

G. PROPERTY TAXES

The appraisal of property within the City is the responsibility of the McLennan County Appraisal District (the
District). The District is required under the Property Tax Code to assess all property within the District on the
basis of 100% of its appraised value and is prohibited from applying any assessment ratios. The value of
property within the District must be reviewed every four years.

The City’s property tax is levied each October 1 on the assessed value listed as of the prior January 1 for all
real and business personal property located in the City. The net assessed value, net of exemptions, upon
which the fiscal year ended September 30, 2020, levy was based was $ 73,335,601. The tax rate for the 2019
tax roll was $ 0.50 per $ 100 of assessed value.

Property taxes not collected in the current period are considered not to be available, and therefore, are not
accrued as revenue in the current period. Since the City recognizes taxes as revenues only when collected, an
allowance for current and delinquent taxes receivable at the end of the period has been established. On the
government-wide statements, the amount deferred in the fund statements is recognized as revenue.

The City has contracted with McLennan County tax collector’s office to collect ad valorem taxes on behalf of
the City. The City paid the tax collector $ 3,832 for these services during the fiscal year ended
September 30, 2020.

H. EMPLOYEE RETIREMENT PLAN
Plan Description

The City participates as one of 888 plans in the non-traditional, joint contributory, hybrid defined benefit plan
administered by the Texas Municipal 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 multiple-employer retirement system for municipal employees in the State of
Texas. The TMRS Act places the general administration and management of the System with a six-member
Board of Trustees. Although the Governor, with the advice and consent of the Senate, appoints the Board,
TMRS is not fiscally dependent on the State of Texas. TMRS’ defined benefit pension plan is a tax-qualified
plan under Section 401 (a) of the Internal Revenue Code. TMRS issues a publicly available comprehensive
annual financial report (CAFR) that can be obtained at www.tmrs.com.

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

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing
body of the City, within the options available in the state statutes government TMRS.
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At retirement, the benefit is calculated as if the sum of the employee’s contributions, with interest, and the
city-financed monetary credits with interest were used to purchase an annuity. Members may choose to
receive their retirement benefit in one of seven payment 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 36 monthly
payments, which cannot exceed 75% of the member’s deposits and interest.

A summary of plan provisions for the City are as follows:

Employee deposit rate 7.00%
Matching ratio (city to employee) 1.5to0 1
Years required for vesting 5
Retirement eligibility

(Age/Service) 60/5, 0/25
Updated service credit 100% Repeating Transfers
Annuity increase (to retirees) 0% of CPI Repeating
Supplemental death benefit to

active employees Yes
Supplemental death benefit to

retirees Yes

Employees Covered by Benefit Terms.

At the December 31, 2019 valuation and measurement date, the following employees were covered by the
benefit terms:

Inactive employees or beneficiaries currently receiving benefits 8
Inactive employees entitled to but not yet receiving benefits 17
Active employees 15
Total 40
Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross earnings, and the
city matching percentages 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) actuarial cost method. The actuarially determined rate is the
estimated amount necessary to finance the cost of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability.
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Employees for the City were required to contribute 7% of their annual gross earnings during the fiscal year.
The contribution rates for the City were 5.72% and 5.24% in calendar years 2020 and 2019, respectively.
Accordingly, contributions to TMRS for the fiscal year ended September 30, 2020, were $ 31,743 and were
equal to the required contributions.

Net Pension Liability

The City’s Net Pension Liability (NPL) was measured as of December 31, 2019, and the Total Pension
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of that
date.

Actuarial Assumptions:

The Total Pension Liability in the December 31, 2019 actuarial valuation was determined using the following
actuarial assumptions.

Inflation 2.50% per year
Overall payroll growth 3.50% to 11.50% including inflation
Investment rate of return 6.75% net of pension plan investment expense, including inflation

Salary increases are based on a service-related table. Mortality rates for active members are based on the
PUB(10) mortality tables with the Public Safety table used for males and the General Employee table used for
females. Mortality rates for healthy retirees and beneficiaries are based on the Gender-distinct 2019 Municipal
Retirees of Texas mortality tables. The rates for active, healthy retirees and beneficiaries are projected on a
fully generational basis by Scale UMP to account for future mortality improvements. For disabled annuitant,
the same mortality tables for healthy retirees is used with a 4-year set-forward for males and a 3-year set-
forward for females. In addition, a 3.5% and 3.0% minimum mortality rate is applied, for males and females
respectively, to reflect the impairment for younger members who become disabled. The rates are projected on
a fully generational basis by Scale UMP to account for future mortality improvements subject to the floor.

The actuarial assumptions were developed primarily from the actuarial investigation of experience of TMRS
over the four-year period from December 31, 2014 to December 31, 2018. They were adopted in 2019 and
first used in the December 31, 2019 actuarial valuation. The post-retirement mortality assumption for
Annuity Purchase Rates (APRs) is based on the Mortality Experience Investigation Study covering 2009
through 2011 and dated December 31, 2013. Plan assets are managed on a total return basis with an emphasis
on both capital appreciation as well as the production of income, in order to satisfy the short-term and long-
term funding needs of TMRS.
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The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class.

These ranges are combined to produce the long-term expected 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 asset
allocation portfolios, GRS focused on the area between (1) arithme