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REPORT OF INDEPENDENT AUDITORS

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

Report on Financial Statements

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

Management’s Responsibility for the 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the 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 Jjudgment, 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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To the Honorable Mayor and
Members of the City Council
City of Freeport, Texas

Opinions

In our opinion, based on our audit the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the City, as of September 30, 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 on pages 3 through 10 and budgetary comparison information, pension system and other post-
employment benefit supplementary information on pages 57 through 62 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

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 combining fund statements and debt service budgetary comparison
schedule are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining fund statements and debt service budgetary comparison schedule are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to

statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining fund
statements and debt service budgetary comparison schedule are fairly stated, in all material respects, in relation to
the basic financial statements as a whole and debt service budgetary comparison schedule.

(WhiHe 72# LGP

Houston, Tex
April 6, 2021
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of F reeport (the “City”), we offer readers of the City’s financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2020.

Financial Highlights

* The City’s assets and deferred outflows of resources exceeded its liabilities and deferred inflows of
resources at the close of the most recent fiscal year by $28.4 million (net position). Of this amount, $2.1
million (unrestricted net position) may be used to meet the government's ongoing obligations to citizens
and creditors.

The government's total net position decreased by$0.9 million.

® As of the close of the current fiscal year, the City’s governmental funds reported combined ending fund
balances of $16.4 million, an increase of $6.6 million over the prior year. Approximately 43% of this total
amount, $7.0 million, is available for spending at the government's discretion (unassigned fund balance).

e Atthe end of the current fiscal year, unassigned fund balance for the general fund was 46% of total general
fund expenditures.

¢ The City’s long-term debt increased by $6.3 million over the prior year due to the issuance of certificates
of obligation.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements, The
City’s basic financial statements comprise three components: (1) government-wide financial statements, (2) fund
financial statements and (3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide Financial Statements

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

The statement of net position presents information on all of the City’s assets, deferred outflows of resources,
liabilities and deferred inflows of resources with the difference between the four reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating,

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

Both of the government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City include general government and administration, economic development, public safety, streets
and drainage, sanitation, service center, and culture and recreation. The business- type activities of the City include
the operations of the water and sewer system. The government-wide financial statements can be found on pages
13 through 15 of this report.
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CITY OF FREEPORT, TEXAS
MANAGEMENT'’S DISCUSSION AND ANALYSIS (continued)

Fund Financial Statements

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

Governmental Funds

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

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the governmenta] fund balance sheet
and the governmental fund statement of revenues, expenditures and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains six individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures and changes in fund balances for
the General Fund which is considered to be a major fund. Data from the other five governmental funds are combined
into a single, aggregated presentation.

The City adopts an annual appropriated budget for its general fund and debt service fund. Budgetary comparison
schedules have been provided for the general fund and debt service fund to demonstrate compliance with their
budgets.

The basic governmental fund financial statements can be found on pages 16 through 19 of this report.
Proprietary Fund

The City maintains one type of proprietary fund. Proprietary funds are used to report the same functions presented
as business-type activities in the government-wide financial statements. The City uses an enterprise fund to account
for its water and sewer utility.

Proprietary fund financial statements provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate information for the water
and sewer operating fund that is considered to be a major fund of the City.

The basic proprietary fund financial statements can be found on pages 20 through 22 of this report.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the

government-wide and fund financial statements. The notes to the financial statements can be found on pages 23
through 54 of this report.
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City’s progress in funding its obligation to provide pension and other
post-employment benefits to its employees and general fund budgetary comparisons. Required supplementary
information can be found on pages 57 through 62 of this report

The combining statements referred to earlier in connection with non-major governmental funds are presented
immediately following the required supplementary information on pensions. Combining and individual fund
statements and schedules can be found beginning on page 68 of the City’s financial statements.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. The
assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows at the close of the
most recent fiscal year by $28.4 million (net position). At the end of the current fiscal year, the City was able to
report positive balances in all three categories of net position, both for the government as a whole, as well as for its
separate governmental and business-type activities.

By far, the largest portion of the City’s net position (88.7%) 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. 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 (4.0%) represents resources that are subject to external restrictions
on how they may be used. The remaining balance of unrestricted net position, 7.3% or $2.1 million, may be used
to meet the government’s ongoing obligations to citizens and creditors.

The following table summarizes the financial position of the City as of September 30, 2020 and 2019,

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019

Current and other assets $ 18295 § 11883 % 1,143 § 748§ 19438 $ 12631
Capital assets 17,670 17,998 8,486 8,615 26,156 26,613
Total Assets 35,965 29,881 9,629 9.363 45,594 39244
Deferred Outflows of Resources 1,052 2,050 13 25 1,065 2,075
Current and other liabilities 1,079 1,177 1,091 536 2,170 1,713
Long-term labilities 14,747 10,099 67 94 14,814 10,193
Total Liabilities 15,826 11276 1,158 630 16,984 11,906
Deferred Inflows of Resources 1242 106 15 1 1,257 107
Net position:

Net investment in capital assets 16,719 15,803 8486 8,615 25205 24418

Restricted 1,146 978 - - 1,146 978

Unrestricted 2,084 3,768 (17 142 2,067 3910
Total Net Position $ 19949 § 20549 § 8469 § 8757 § 28418 $ 29306

The City’s net position decreased by 3.1% or $0.9 million during the current fiscal year due to normal operations
of the City.
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

The following table summarizes the changes in net position for the City for the years ended September 30, 2020
and 2019.

Governmental Activities  Bus iness-type Activities Total
2020 2019 2020 2019 2020 2019

Revenues
Program revenue:

Charges for services $ 2306 $ 2498 § 4794 § 4844 § 7100 § 7,342

Operating grants and contributions 210 224 16 276 226 500

Capital grants and contributions 78 294 - - 78 294
General revenues:

Property taxes 3,132 3,124 - - 3,132 3,124

Industrial payments 7.640 7,533 - - 7.640 7.533

Sales and use taxes 3,072 3,280 - - 3,072 3,280

Franchise taxes 606 615 - - 606 615

Unrestricted investment earnings 93 251 - 2 93 253

Miscellaneous 506 444 - - 506 444
Total Revenues 17,643 18.263 4.810 5,122 23,385
Expenses:

General government 2,177 2,160 - - 2,177 2,160

Public safety 7.850 8,061 - - 7.850 8,061

Streets and drainage 2,055 1,851 - - 2,055 1,851

Sanitation 981 900 - - 981 900

Culture and recreation 3,290 3,701 - - 3,290 3,701

Service center 206 222 - - 206 222

Economic development 392 383 - - 392 383

Interest on long-term debt 292 115 - - 292 115

Water and sewer - - 6,098 5,738 6,098 5,738
Total Expenses 17,243 17,393 6,098 5,738 23,341 23,131
Increase in net position before

transfers 400 870 (1,288) (616) (888) 254

Transfers (1.000) (959) 1,000 959

Change in net position (600) 89 (288) 343 (888) 254
Net position - beginning 20,549 20,638 8,757 8,414 29,306 29,052
Net position - ending $ 19949 § 20549 $ 8469 § 8757 $ 28418 $§ 29306
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
Governmental Activities

Governmental activities decreased the City’s net position by approximately $0.6 million due to normal operations.

A comparison of program expenses to program revenues follows:

-
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S
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£
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g B Expense

g

B Revemues
Revenue sources for governmental activities were distributed as follows:
Franchise taxes Program revenues

Sales and use taxes
17%

15%

=

Investment and
other
3%

Property taxes
18%

Industrial
payments
43%
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
Business-type Activities

Business-type activities decreased the City’s net position by ($0.3)million. A comparison between expenses
relating to water and sewer operations and program revenues (charges for services) for fiscal years 2020 and 2019
follows:

$7,000

$6,000

$5,000
B Operating Expenses

r
g

$3,000 -
B Charges for Services
$2,000
$1,000

$-

(amounts in 000's)

FY 2020 FY 2019
Water and Sewer Operations

Revenue sources for business-type activities were almost entirely charges for water and sewer services.
Financial Analysis of the Government’s Funds

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

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows and balances
of spendable resources. Such information is useful in assessing the City’s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government’s net resources available for spending at
the end of the fiscal year.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned fund
balance was $7.0 million. The unassigned fund balance decreased by $3.1 million from fiscal year 2019 due to
transfers to the water and sewer fund and transfers to non-major funds to cover capital outlay items.

As a measure of the general fund’s liquidity, it may be useful to compare both unassigned fund balance and total

fund balance to total fund expenditures. Unassigned fund balance represents 46% of annual general fund
expenditures for the 2020 fiscal year.
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CITY OF FREEPORT, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial
statements.

Unrestricted net position (deficit) in the Water and Sewer Enterprise Fund at the end of the year amounted to
approximately $17,000. Plans to rebuild the deficit net position include raising water and sewer rates and reviewing
the outsourcing of the maintenance and operations of the department.

General Fund Budgetary Highlights

Actual revenues differed from budgeted revenues by $0.7 million primarily as a result of lower than expected sales
tax revenue.

Appropriations in the final budget exceeded actual expenditures by $2.5 million. Actual expenditures for public
safety and streets and drainage were less than appropriations in the final budget by $0.1 million and $0.0 million,
respectively, due to capital improvements that were budgeted in fiscal year 2020 but did not occur or were to take
place in the next fiscal year.

Capital Asset and Debt Administration

The City’s investment in capital assets for its governmental and business-type activities as of September 30, 2020,
amounted to $26.2 million (net of accumulated depreciation). This investment in capital assets includes land,
buildings, roads, park facilities, water and sewer plants and service lines, machinery and equipment, and
construction in progress. Capital asset balances increased by approximately ($0.5) million from the prior year due
to contributions and construction of infrastructure.

The following table shows the balances at September 30, 2020 and 2019:

2020 2019

Governmental Activities
Capital assets, not being depreciated:

Land $ 4915 $ 4915

Construction in progress - 551
Capital assets being depreciated:

Streets and improvements 7,377 6,923

Buildings and improvements 2,267 1,723

Furniture, equipment, and vehicles 3,111 3,886
Total capital assets - Governmental Activities $ 17,670  § 17,998
Business-type Activities
Capital assets, not being depreciated:

Land $ 56 § 56
Capital assets being depreciated:

Water and sewer infrastructure 8,345 8,559
Total capital assets - Business-Type Activities $ 93,676 § 8,615

Additional information on the City’s capital assets can be found in Note 5 to the basic financial statements of this
report.
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CITY OF FREEPORT, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Long-term Liabilities

At the end of the current fiscal year, the City had total debt outstanding of $8.5 million. This is an increase from the
prior year of $6.3 million due to the issuance of certificates of obligation. The entire amount of debt is backed by
the full faith and credit of the City. A schedule of long-term liabilities at September 30, 2020 and 2019 follows (in
$000°s):

2020 2019
General obligation bonds $ 1,080 $ 1,797
Notes payable/capital leases 1,115 1,073
$ 2,195 § 2,870

The City has no legal debt limit provision in its charter. Additional information on the City’s long-term debt can be
found in Note 6 to the basic financial statements of this report.

Economic Factors and Next Year’s Budget and Rates
Each year the budget is prepared on key objectives and assumptions.

The property tax rate for fiscal 2021 (tax year 2020) went from $.628005 per $100 of assessed value for fiscal year
2020 (tax year 2019) to $0.0615859. The Maintenance and Operation rate decreased by $0.012146 per $100 of
assessed value while the Interest and Sinking rate was the same amount, Property tax revenue for the City is
budgeted $90,567 higher than the previous year which is a 1.90% increase. Of this revenue, all of it is expected be
from new property added to the tax roll.

Requests for Information
This financial report is designed to provide a general overview of the City’s finances for all those with an interest

in the government’s finances. Questions concerning any of the information should be addressed to the F inance
Director, City of Freeport, 200 W. 2™ Street, Freeport, TX 77541
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CITY OF FREEPORT, TEXAS
STATEMENT OF NET POSITION
September 30, 2020

Assets
Cash and cash equivalents
Receivables, net of allowance
Internal balances
Capital assets, not subject to depreciation:
Land
Capital assets, net of depreciation:
Streets and improvements
Buildings and improvements
Furniture, equipment, & vehicles
Water and Sewer System
Total Capital Assets
Total Assets

Deferred Outflows of Resources
Deferred outflows of resources for pensions
Deferred outflows of resources for OPEB
Total Deferred Outflows of Resources

Liabilities
Accounts payable
Accrued liabilities
Unearned revenue
Accrued interest
Customer deposits
Noncurrent liabilities:

Due within one year
Due in more than one year
Net Pension Liability
Total OPEB liability
Total Liabilities

Deferred Inflows of Resources
Deferred intflows of resources for pensions
Deferred intflows of resources for OPEB
Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted for:
Debt service
Capital projects
Municipal court operations
Economic development
Unrestricted
Total Net Position

See notes to the basic financial statements,

Primary Government
Governmental Business-type
Activities Activities Total
$ 16,445,604 $ 586,956 $ 17,032,560
1,906,088 499,084 2,405,172
(56,607) 56,607 -
4915,116 56,200 4,971,316
7,377,353 - 7377353
2,266,501 - 2,266,501
3,110,904 - 3,110,904
- 8,429,887 8,429,887
17,669,874 8,486,087 26,155,961
35,964,959 9,628,734 45,593,693
940,398 12,100 952,998
110,625 1,000 111,625
1,051,523 13,100 1,064,623
502,123 820,430 1,322,553
559,651 4,675 564,326
16,893 - 16,893
63,873 - 63,873
- 266,669 266,669
635,699 2,758 638,457
8,743,809 618 8,744,427
4,566,013 58,800 4,624,813
737,904 4,700 742,604
15,825,965 1,158,650 16,984,615
1,107,857 14,300 1,122,157
134,200 400 134,600
1,242 057 14,700 1,256,757
16,718,663 8,486,087 25,204,750
28,442 - 28,442
144,401 - 144,401
973,101 - 973,101
2,083,853 (17,603) 2,066,250
$ 19,948,460 $ 8,468,484 $ 28416944
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CITY OF FREEPORT, TEXAS
STATEMENT OF A CTIVITIES
For the Year Ended September 30, 2020

Funcﬁons/Prggrams Expenses

Primary government
Governmental Activities:
General government
Public safety
Streets and drainage
Sanitation
Service Center
Culture and recreation
Economic development
Interest on long-term debt
Total governmental activities

Business-type activities:
Water and sewer
Total business-type activities
Total primary government

See notes to the basic financial statements,

Operating

Charges for Grants and Capital Grants
Services Contributions and Contributions
$ 2,177,198 $ - $ - $ -
7.849,328 664,386 195,923 -
2,054,871 126,330 - 77,749
980,664 928,460 - -
206,309 - - -
3,289,940 586,772 14,153 -
391,965 - - -
292,488 - - -
17,242,763 2,305,948 210,076 77,749
6,097,747 4,793,661 15,510 -
6,097,747 4,793,661 15,510 -
$ 23,340,510 $ 7,099,609 $ 225,586 $ 77,749

Program Revenue

General revenues:

Taxes:
Property taxes

Sales and use taxes

Franchise taxes

Industrial district revenues
Unrestricted investment carnings

Miscellaneous
Transfers

Total general revenues and transfers
Change in net position

Net Position - beginning

Net Position - Ending

14
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Net (Expense) Revenue and Changes in Net Position
Primary Government

Governmental Business-type
Activities Activities Total
$ 2,177,198) 3 - $ 2,177,198)
(6,989,019) - (6,989,019)
(1,850,792) - (1,850,792)
(52,204) - (52,204)
(206,309) - (206,309)
(2,689,015) - (2.689,015)
(391,965) - (391,965)
(292,488) - (292,488)
(14,648,990) - (14,648,990
- (1,288,576) (1.288,576)
- (1,288,576) (1,288,576
(14,648,990) (1,288,576) (15,937,566)
3,131,970 - 3,131,970
3,071,617 - 3,071,617
606,253 - 606,253
7,640,258 - 7,640,258
92,308 383 92,691
506,318 - 506,318
(1,000,000) 1,000,000 -
14,048,724 1,000,383 15,049,107
(600,266) (288,193) (888.459)
20,548,726 8,756,677 29,305,403
$ 19,948,460 $ 8,468,484 $ 28416944

See notes to the basic financial statements.
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CITY OF FREEPORT, TEXAS
BALANCE SHEET
GOVERNMENTAL F, UNDS
September 30, 2020

Assets
Cash and cash equivalents
Receivables, net of allowance
Taxes receivables
Customer accounts
Other receivables
Due from other funds
Due from other governments
Total Assets

Liabilities
Accounts payable
Accrued liabilities
Due to other fiunds
Unearned revenues

Total Liabilities

Deferred Inflows of Resources
Unavailable revenues
Total Deferred Inflows of Resources

Fund Balances (Deficits)
Restricted;
Debt service
Capital projects
Municipal court operations
Economic Development
Unassigned
Total Fund Balances (Deficits)
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

See notes to the basic financial statements,

Non-Major Total
2020 CO Bond Governmental Governmental
General Fund CIP Fund Funds Funds

e e —— B - T

$ 7,301,996 $ 8,004,471 $ 1,139,138 $ 16,445,605

517,576 - 284,961 802,537

594,522 - - 594,522

337,628 - - 337,628

28,825 - 56,839 85,664

171,401 - - 171,401
—_ 174401

$ 8,951,948 $ 8,004,471 $ 1,480,938 $ 18,437,357

$ 461,404 $ - 5 40,719 $ 502,123

559,651 - - 559,651

113,446 - 28,825 142,271

- - 16,893 16,893
—_— = 16893 — 106875

1,134,501 - 86,437 1,220,938
- 86437 — 122U0506

798,438 - 33,411 831,849

—_— - —_ 334l

798,438 - 33,411 831,849
—_— - 33411 — 651,649

- - 56,400 56,400

- 8,004,471 187,188 8,191,659

- - 144,401 144,401

- - 973,101 973,101

7,019,009 - - 7,019,009
—_— - —— 7,019,009

7,019,009 8,004,471 1,361,090 16,384,570
=7 _ 8,004471 16,384,570

$ 8,951,948 $ 8,004,471 $ 1,480,938 $ 1843 7,357
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CITY OF FREEPORT, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STA TEMENT OF NET POSITION
September 30, 2020

Total fund balance, governmental funds

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 as assets in governmental funds. Capital assets at
historical cost, net of accumulated depreciation, where applicable

Certain other unavailable assets are not available to pay current period

expenditures and therefore are not reported in this fund financial statement, but are

reported in the governmental activities of the Statement of Net Position.
Unavailable revenue

Deferred inflows and outflows related to pension activities

Deferred inflows and outflows related to OPEB activities

Long-term liabilities are not due in the current period and, therefore, are not
reported as liabilities in the fund financig] statements, but are included in the
governmental activities of the Statement of Net Position,

Bonds payable
Premiums on bonds
Capital leases payable
Accrued interest payable
Net pension liability
Total OPEB liability
Compensated absences

Net Position of Governmental Activities in the Statement of Net Position

See notes to the basic financial statements, 17

16,384,570

17,669,874

831,849
(166,959)
(23,575)

(8,295,000)
(442,775)
(217,907)

(63,873)

(4,566,013)
(737,904)
(423,827)

—_— s

$

19,948,460
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CITY OF FREEPORT, TEXAS

STATEMENT OF RE VENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
GOVERNMENTAL Fi UNDS
For the Year Ended September 30, 2020

Revenues
Taxes:
Property taxes
Sales and use taxes
Franchise fees and other
Industrial district
Fines and forfeitures
Licenses and permits
Intergovernmental
Charges for services
Investment earnings
Miscellaneous
Lease income
Total Revenues

Expenditures
Current:
General government
Public safety
Streets and drainage
Sanitation
Service center
Culture and recreaction
Economic development
Capital outlay
Debt service:
Principal
Interest and other charges
Total Expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses)

Proceeds from issuance of general
obligation bonds

Premium on issuance of bonds
Transfers in
Transfers out

Total other financing sources (uses)

Net changes in fund balances
Fund balances - beginning

Fund balances - ending

See notes to the basic financial statements,

Non-Major Total
2020 CO Bond CIP Governmental Governmental
General Fund Fund Funds Funds

—tumgs

$ 2,596,780 $ - $ 553,632 $ 3,150,412

1,988,720 - 994,360 2,983,080

630,750 - 64,040 694,790

7,640,258 - - 7,640,258

227,954 - 21,356 249,310

126,330 - - 126,330

380,188 - - 380,188

1,978,877 - - 1,978,877

85,363 4,471 2,506 92.340

250,805 - - 250,805

252,566 - - 252,566

16,158,591 4,471 1,635,894 17,798,956
—Ce 4471 — 2 5/786,700

1,967,066 - - 1,967,066

7,184,511 - 18,180 7,202,691

1,329,570 - - 1,329,570

980,664 - - 980,664

181,985 - - 181,985

2,764,365 - - 2,764,365

- - 300,656 300,656

756,239 - 1,268,752 2,024,991

122,572 - 1,294,277 1,416,849

12,872 177,775 60,499 251,146

15,299,844 177,775 2,942,364 18,419,983
— 19,477,044 == 15,419,983
858,747 (173,304) ( 1,306,470) (621,027)

- 7,735,000 - 7,735,000

442,775 - 442,775

- - 1,676,594 1,676,594

(2,663,360) - (13,234) (2,676,594)

— U19:254)

(2,663,3 6_0)_ 8,177,775 1,663,360 7,177,775

(1,804,61 3) 8,004,471 356,890 6,556,748

8,823,622 - 1,004,200 9,827,822
—_— 704/,0z2

$ 7,019,009 $ 8,004,471 $ 1,361,090 $ 16,384,570
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CITY OF FREEPORT, TEXAS

RECONCILIATION OF THE STATEMENT OF RE VENUES, EXPENDJ TURES AND
CHANGES IN FUND BALANCES OF Go VERNMENTAL FUNDS TO THE
STATEMENT OF ACTY, VITIES

For the Year Endeq September 30, 2020

Net change in fund balances - tota] governmental funds:

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Governmental finds report outlays for capital assets as expenditures because such outlays
use current financial resources, In contrast, the Statement of Activities reports only a portion
of the outlay ag €xpense. The capital asset expenditures are allocated over the assets'
estimated useful lives as depreciation expense for the period.

Capital Outlay

Depreciation

Governmental funds report the entire net sales price (proceeds) from sale of an asset as
revenue because it provides current financial resources, In contrast, the Statement of

Unavailable property tax revenue

Unavailable fines and forefeiture's

Unavailable EMS revenue

Unavailable FEMA Disaster Recovery revenue

Contributions are treated as expenditures in the fund based financial Statements, but are
treated as reductions in the City's net pension/OBER liability in the statement of net position,
This amount is the difference between contributions and net pension/OPEB expense (revenue)
for the current fiscal year.

Pension related activities

OPEB related activities

Debt service principal
Proceeds from issuance of long-term debt

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:

(Increase) decrease in accrued interest

(Increase) decrease in compensated absences

Change in net position of governmental activities

See notes to the basic financial statements, 19

$ 6,556,748

2,206,723
(2,449,970)

(84,839)

(18,442)
(112,517)
156,462

(33,804)
38,300

1,416,849
(8,177,775)

(43,519)

38,033
_

$ (507,751)
—_—10
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CITY OF FREEPORT, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY F UND

September 30, 2020

Assets
Current assets:
Cash and cash equivalents
Receivables, net of allowance
Customer accounts
Due from other funds
Receivables from other governments
Total Current Assets

Non-current assets:
Capital Assets

Land

Utility system

Equipment and furniture

Less accumulated depreciation
Total Non-Current Assets
Total Assets

Deferred Outflows of Resources
Deferred outflows of resources for pensions
Deferred outflows of resources for OPER
Total Deferred Outflows of Resources

Liabilities
Current fiabilities:
Accounts payable
Accrued liabilities
Customer deposits
Total Current Liabilities

Non-current liabilities:
Compensated absences
Net pension liability
Total OPEB liability

Total Non-Current Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred intflows of resources for pensions
Deferred intflows of resources for OPEB
Total Deferred Inflows of Resources

Net Position
Investment in capital assets
Unrestricted

Total Net Position

See notes to the basic financial statements,

20

Business-type
Activities
Water and

Sewer

$ 586,956

440,941
56,607
58,143

1,142,647
—_— 5047

56,200
25,658,325
232,040
(17,460.478)
8.486,087

9,628,734
—_— 2040,/54

12,100
1,000
_ WU

13,100
—_ 500

820,430
4,675
266,669

— 200,005
1,091,774

3,376
58.800
4,700

—_— v

66,876
— 09,0/0

1,158,650
—_ 1J000U

14,300
400

—_ 40
14,700

—_ &
8,486,087

 (76m)

3 8.468,484
%
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CITY OF FREEPORT, TEXAS
STATEMENT OF RE VENUES, EXPENSES AND
CHANGES IN FUND NET POSITION

PROPRIETARY FUND
For the Year Ended September 30, 2020

Operating Revenues
Charges for services
Total Operating Revenues

Operating Expenses
Personnel services
Supplies
Contracted services
Other
Water purchased
Depreciation

Total Ope rating Expenses

Operating income (loss)
Non-Operating Revenues (Expenses)
Interest and investment revenue

Operating grants and contributions
Total Non-Operating Revenues (Expenses)

Income (loss) before transfers

Transfers in
Change in net position
Net position - beginning

Net position - ending

See notes to the basic financial statements.

21

Business-type
Activities
Water and Sewer
—— L DEWET

S 46l

4,793,661

126,801
21,578
2,585,675
409,980
2,415,600
525,789
6,085,423

(1,291,762)
— 1027,/02)

383
3,186
_ 5,80
3,569
)

(1,288,193)

1,000,000
— 1000000

(288,193)

8,756,677

$ 8,468,484
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CITY OF FREEPORT, TEXAS
STATEMENT OF CAsH FLows
PROPRIETARY FUND

For the Year Endeq September 30, 2020

Cash Flows From Operating Activities

Receipts from Customers and users

Cash payments to employees for services

Cash payments to suppliers for goods and services
Net cash provided by (used for) operating activities

Cash Flows from Noncapitat Financing Activities
Transfers from other funds
Net cash (used for) by honcapital financing activities

Cash Flows From Capital and Related Financing Activities
Transfer of proceeds to fiscal agent
Acquisition and construction of capital assets
Net cash provided by (used for) capital and related financing activities

Cash Flows From Investing Activities
Investment earnings
Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - be ginning of year

Cash and cash equivalents - end of year

Reconciliation of operating lincome (loss) to net cash provided by
(used for) operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss) to net cash provided by

(used for) ope rating activities:
Depreciation
(Increase) decrease in accounts receivable
(Increase) decrease in Pprepaid expenses
(Increase) decrease in pension deferred outflows
(Increase) decrease in OPEB deferred outflows
Increase (decrease) in interfund payables
Increase (decrease) in accounts payable
Increase (decrease) in other liabilities
Increase (decrease) in customer deposits
Increase (decrease) in accrued compensated absences
Increase (decrease) in OPEB liability
Increase (decrease) in net pension liability
Increase (decrease) in pension deferred inflows
Increase (decrease) in OPER deferred inflows
Total adjus tme nts

Net cash provided by (used for) operating activities

See notes to the basic financial statements, 22

Business-type

Activities
Water and Sewer
— DCWET
$ 5,160,367

(127,200)

(5,064217)

— 1L04217)

(31,050)

— LU
1.000,000

—_— U000
1,000,000

U
3,187

(396,947)

(393,760)

—_— 1395,760)
383

—_ 985
383

—_—  J83
575,573
11,383

—_ 11,385
$ 586,956

$ (1,291,762)

525,789
368,923

13,000
(800)
(187,901)
556,517
621
(2217)
(3,520
900
(24,200)
13,500
100
1,260,712

—_— 7T 1s

$ (31.050)
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STA TEMENTS

Note 1 - Organization

The City of Freeport (City) operates under a Home Rule Charter adopted in a special election on June 20, 1960.
The City operates under a Council-Manager form of government and provides the following services as authorized
by its charter: public services, streets and drainage, sanitation, health and building inspections, culture-recreation,
public improvements, planning and zoning, and general administrative services,

Note 2 - Summary of Significant Accounting Policies

A, Reporting Entity

Primary government

The City is considered an independent entity for financial reporting purposes and is considered a primary
government. As required by generally accepted accounting principles, these basic financial statements have been

prepared, based on considerations regarding the potential for inclusion of other entities, organizations, or functions,
as part of the City’s financia] reporting entity. Based on these considerations, the City’s basic financial statements
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STA TEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)
A. Reporting Entity (continued)
Blended Component Units

Freeport Economic Development Corporation

The City Council authorized the creation and approved the Articles of Incorporation and the Bylaws of the F reeport
Economic Development Corporation (the Corporation). The Articles of Incorporation were filed with the Office of the
Secretary of State of Texas on December 20, 1999, The Corporation, a nonprofit corporation, organized under Section
4B of the development Corporation Act of 1979 was created to act on behalf of the City in the promotion and financing
of projects so as to promote the public welfare,

of new or expanded business enterprises. In prior years, the Freeport Economic Development Corporation (the
“Corporation”) provided services entirely or, almost entirely, to the City or otherwise exclusively or almost exclusively
benefited the City even though it did not provide services directly to it and is reported as a blended component unit.
However, during the years ended September 30, 2007 through 2014, the Corporation constructed and entered into a
long-term lease for a marina with a company unrelated to the City. Because of this, the City was reported as a discretely
presented component unit until jt divested itself of the marina operations. During the current year, it was reported as a
blended component unit.

Tax Increment Reinvestment Zone No. 1 (“TIRZ No. 1 ”)

On December 2, 2019, the City passed ordinance No. 2019-2590 designating a 345 acre tract of land to promote
development along the Brazos River and the downtown area of the City. It creates dedicated funding for
infrastructure within the district and an incentive for people to come and do business through the TIRZ from the
additional property tax dollars generated in the district as a result of development. This district is set to collect 50%
of the incremental new tax dollars generated to plug back into the district to foster additional development. The
operations of the TIRZ are set to continue through December 3 1, 2049. The TIRZ can be dissolved at an earlier

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and its blended component units, F or
the most part, the effect of interfund activity has been eliminated from these statements, However, interfund’
services provided and used are not eliminated in the consolidation process. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on user fees and charges for support.

24 City of Freeport, TX 2020 AFR



CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)

services, or privileges provided by a given function or segment; and grants and contributions that are designated to
meeting the operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues,

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements, Major individual governmental
funds and major individual 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 are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to
be susceptible to accrual and have been recognized as revenues of the current fiscal period. All other revenue items
are considered to be measurable and available only when cash is received by the City.

Property taxes collected within 60 days subsequent to September 30, 2020, have not been recorded as revenue as
the amount is not considered material. Franchise taxes and sales taxes relating to underlying transactions that
occurred prior to September 30, 2020, have been recorded as receivables and revenue. Licenses and permits and
fines are not susceptible to accrual since they are not measurable unti] received. Revenue on federal and state cost-
reimbursement grants is accrued when the related expenditures are incurred. Interest is recorded when earned.

The City reports two major governmental funds:
The General Fund is used to account for all financial transactions that are not accounted for in other funds of
the City. The principal sources of revenue of the General Fund are Property taxes, sales and use taxes, franchise
taxes, licenses and permits, and fines and forfeitures. Expenditures are for general government, public safety,
public works and parks and recreation.

The 2020 CO Bond CIP Fund is used to account for the proceeds from and expenditures of the 2020 certificates
of obligation.

25 City of Freeport, TX 2020 AFR



CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STA TEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (continued)
The City reports one major proprietary fund:

The Water and Sewer Enterprise Fund is used to account for operations of the water and sewer division and the
construction of related facilities. The fund is financed and operated in a manner similar to private business
enterprises -- where the intent of the City is that the cost (expenses, including depreciation) of providing goods
or services to the general public on a continuing basis be financed or recovered primarily through user charges.
The acquisition, maintenance and improvement of the physical plant facilities required to provide these goods
and services are financed from existing cash resources, the issuance of bonds (revenue or general obligation),
impact fees and other City funds.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with the

Net position is categorized into three components — net investment in capital assets, restricted, and unrestricted.
These classifications are as follows:

® Net investment in capital assets - This component of net position consists of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, notes or other borrowings.

® Restricted - This component of net position consists of constraints placed on net position use through
external constraints imposed by creditors, grantors, contributors or laws or regulations of other governments
or constraints imposed by law through contractual provisions or enabling legislation.

* Unrestricted net position - This component of net position consists of the balance of net position that does
not meet the definition of the other components noted above.

D. Cash and Cash Equivalents

The City’s local government investment pools are recorded at amortized costs.
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)

E. Receivables and payables

fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). Any residual balances outstanding
between the governmental activities and business-type activities are reported in the government-wide financial
statements as “internal balances.”

All trade and property tax receivables are shown net of an allowance for uncollectibles,

is charged at a rate established by the state property tax code. Collections made on or after July 1, are subject to an
additional fifteen percent collection fee, Property tax revenue is recognized when levied to the extent that they are
available. The combined tax rate to finance general governmental service and debt service for the year ended
September 30, 2020 was $0.62800 per $100 of assessed valuation.

F. Inventories and Prepaid Items

In accordance with the consumption method of accounting, both inventories and prepaid items of governmental
funds are recorded as expenditures when consumed rather than when purchased.

Inventories of the General and Enterprise Funds are valued at the lesser of cost (weighted moving average) or fair
value. Inventories for all funds consist of expendable supplies held for consumption, and the cost thereof is recorded
as an expense/expenditure at the time the inventory items are issued (consumption method).

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

G. Capital Assets

Capital assets are reported in the applicable governmental or business-type activities column in the government-
wide financial statements, The government defines capital assets as assets with an initial, individual cost of $5,000
and an estimated useful life in excess of one year. All purchased capital assets are valued at cost where historical
records exist. Donated capital assets, donated works of art and similar items, and capital assets received in a service
concession arrangement should be reported at acquisition value rather than fair value.

Estimated Useful

Asset Lives
Utility Plant 40 years
Vehicles and Equipment 5-15 years
Building and improvements 10-20 years
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)
H. Compensated Absences

Employees earn vacation based on years of service with the City. In accordance with GAAP, the liability for
accumulated vacation at September 30, 2020, has been recorded as a liability in the Government-Wide Statement

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/reduction of liability) until then. The City has the following items that qualify
for reporting in this category.,

* Deferred outflows of resources for pension - Reported in the government wide financial statement of net

a closed five-year period. The remaining pension related deferred outflows will be amortized over the
expected remaining service lives of all employees (active and inactive employees) that are provided with
pensions through the plan.

investments will be amortized over a closed five-year period. The remaining OPEB related deferred
outflows will be amortized over the expected remaining service lives of all employees (active and inactive
employees) that are provided with OPEB through the plan.
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CITY OF FREEPORT, TEXAS
NOTES 1O THE BASIC FINANCIAL STATEMENTS (continued)

In addition to liabilities, the statement of financia] position and/or balance sheet will sometimes report a separate
section for deferred inflows of Tesources. This separate financial statement element, deferred inflows of resources,
Tepresents an acquisition of net position that applies to a future period(s) and so wil] not be recognized as an inflow
of resources (revenue or reduction of €xpense) until that time, The City has the following items that qualify for
reporting in this category,

* Deferred inflows of reésources for unavailable revenues - Reported only in the governmental funds balance
sheet, unavailable revenues from property taxes, EMS services, and other miscellaneous items arise under
the modified accrua basis of accounting. These amounts are deferred and recognized as an inflow of
Tesources in the period that the amounts become available,

deferred inflows wil] be amortized over the expected remaining service lives of all employees (active and
inactive employees) that are provided with OPER through the plan.

J. Debt Service

In the government-wide financia] 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 or

29 City of Freeport, TX 2020 AFR



CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)
L. Fund Equity

In the fund financial statements, the City categorizes portions of fund balance into 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 spendable form or are legally or contractually required
to be maintained intact.

Restricted fund balance - amounts that are subject to external restrictions from creditors, grantors, contributors,
or laws of other governments.

Committed fund balance - amounts constrained for specific purposes as determined by a formal action of City
Council. City Council is the highest level of decision-making authority for the City. Commitments may be
established, modified, or rescinded only through ordinances approved by City Council. City Council will
approve obligations of funds, such as multiyear contracts, prior to the end of the fiscal year.

Assigned fund balance - amounts the City intends to use for a specific purpose that is neither restricted or
committed and includes the remaining positive fund balance of all governmental funds except for the General
Fund. Balances for encumbrances, other than those committed by City Council, fall into this category. Under
the City’s adopted policy, Resolution No. 465, intent to assign fund balance can be established by City Council
or delegated to the City Administrator.

Unassigned fund balance - amounts that are available for any purpose. Positive amounts are reported only in
the General Fund.

The City’s council meets on a regular basis to manage and review cash financial activities and to ensure compliance
with established policies. The City’s Unassigned General Fund Balance is maintained to provide the City with
sufficient working capital and a margin of safety to address local and regional emergencies without borrowing. The
unassigned General Fund Balance may only be appropriated by resolution of the council. Fund Balance of the City

M. Revenues and Expenditures/Expenses

In the fund financial statements revenues for governmental funds are recorded when they are determined to be both
measurable and available. Generally, tax revenues, fees and non-tax revenues are recognized when received. Grants
from other governments are recognized when qualifying expenditures are incurred. Expenditures for governmental
funds are recorded when the related liability is incurred. Revenues and expenses in the Government-wide Statement
of Activities are recognized in essentially the same manner as used in commercial accounting,
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CITY OF F REEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 2 - Summary of Significant Accounting Policies (continued)

N. Encumbrances

O. Pensions

For purposes of measuring the net pension liability, pension related deferred outflows and inflows of resources, and
pension expense, City specific information about its Fiduciary Net Position in the Texas Municipal Retirement
System (TMRS) and additions to/deductions from the City’s Fiduciary Net Position have been determined on the

The City provides its retirees the opportunity to maintain health insurance coverage by participating in the City’s
insurance plan. The City reports the total liability for this plan on the government-wide and proprietary fund
financial statements. The actual cost recorded in the governmental fund financial statements is the cost of the health
benefits incurred on behalf of the retirees less the premiums collected from the retirees.

Additionally, the City participates in a defined-benefit group-term life insurance plan, both for current and retired
employees, administered by the Texas Municipal Retirement System (TMRS). The City reports the total liability
for this plan on the government-wide and proprietary fund financial statements. Information regarding the City’s
total OPEB liability is obtained from TMRS through a report prepared for the City by TMRS’ consulting actuary,
Gabriel Roeder Smith & Company.

Q. New Accounting Standards

GASB Statement No. 95, Postponement of the Effective Dates of Certain Authoritative Guidance. This Statement
was issued was in March 2020, The primary objective of this Statement is to provide temporary relief to

postponing the effective dates of certain provisions in Statements and Implementation Guides applicable to the City
including the following:
¢ Statement No, 84, Fiduciary Activities
* Implementation Guide No. 201 7-3, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions (and Certain Issues Related to OPEB Plan Reporting)
® Statement No. 87, Leases
* Implementation Guide No, 2019-3, Leases.

The City plans on implementing GASB No. 84 Fiduciary Activities in fiscal year 2021 and GASB No. 87 Leases
in fiscal year 2022,
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 3 - Deposits and Investments

The City classifies deposits and investments for financial statement purposes as cash and temporary investments,
and investments based upon both liquidity (demand deposits) and maturity date (deposits and investments) of the
asset at the date of purchase. For this purpose a temporary investment is one that when purchased had a maturity
date of three months or less. The City’s bank balances were fully insured or collateralized with securities held by
the City’s agent in the City’s name at September 30, 2020. .

The following schedule shows the City’s recorded cash and cash equivalents at year-end:
Carrying Value
Governmental Activities
Cash on hand $ 1,492
Cash deposits 10,054,695

Total cash 10,056,187
Investments:

Local Government Investment Pools:

TexPool 6,380,417
Total Governmental Activities 16,445,604
Business-type Activites
Cash on hand 180
Cash deposits 586,776

Total Business-type Activities 586,956
Total Cash and Investments $ 17,032,560

Custodial Credit Risk

collateralization of most deposits in excess of coverage, utilizes the delivery vs. payment method for investment
purchases, and contracts with a third-party custodian as evidenced by safekeeping receipts of the institution with
which the securities are deposited. The City requires all deposits with financial institutions be collateralized in an
amount equal to 102 percent of uninsured balances.
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 3 - Deposits and Investments (continued)

Investments

The City’s deposits and investments are invested pursuant to the investment policy, which is approved by the City
Council. The investment policy includes lists of authorized investment instruments and allowable stated maturity
of individual investments. In addition it addresses the priorities of preservation of capital, liquidity, diversification
and yield. Additionally, the soundness of financial institutions (including broker/dealers) in which the City will
deposit funds is addressed. The City’s investment policy and types of investments are governed by the Public Funds
Investment Act (PFIA).

The City is authorized to invest in the following investment instruments provided that they meet the guidelines of
the investment policy:

1. Obligations of the United States of America, its agencies and instrumentalities.
2. Certificates of Deposit issued by a depository institution that has its main office or a branch in Texas.

3. No-load Money Market Mutual Funds that 1) are registered and regulated by the Securities and Exchange
Commission, 2) have a dollar weighted average stated maturity of 90 days or less, 3) seek to maintain a net
asset value of $1.00 per share and 4) are rated no lower than AAA or an equivalent rating by at least one
nationally recognized rating service.

4. Local Government Investment Pools, authorized by a separate resolution, which meet the requirements of
Chapter 2256.016 of the Public Funds Investment Act and are rated no lower than AAA or an equivalent
rating by at least one nationally recognized rating service

For fiscal year 2020, the City invested in the State of Texas TexPool. TexPool operates in a manner consistent with
the Security and Exchange Commission’s Rule 2a7 of the Investment Company Act of 1940,

TexPool is duly chartered and overseen by the State Comptroller’s Office and administered by Federated Investors,
Inc. The State Street Bank is the custodial bank. The portfolio consists of U.S. T-Bills, T-Notes, collateralized
repurchase and reverse repurchase agreements, and no-load money market mutual funds regulated by the Securities
and Exchange Commission and rated AAA or equivalent by at least one nationally recognized rating service. Lone
Star Investment Pool is duly chartered by the State of Texas Interlocal Cooperation Act, is administered by First
Public, LLC, and managed by Standish Mellon and American Beacon Advisors. The Bank of New York is the
custodial bank.

In accordance with GASB Statement No. 79, Certain External Investment Pools and Pool Participants, the local
government investment pools do not have any limitations and restrictions on withdrawals such as notice periods or
maximum transaction amounts. These pools do not impose any liquidity fees or redemption gates.

At year-end, the City had the following investments subject to interest rate risk disclosure, under U.S. generally
accepted accounting principles:

Weighted
Percentage of Average
Fair Value Portfolio Maturities (Days)
Investment Type
Local Government Investment Pools:
TexPool $ 6,389,417 100% 34
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NOTES TO THE BASIC FINANCIAL STAT, EMENTS (continued)

Note 3 - Deposits and Investments (continued)

Interest rate Risk

portfolio to 365 days or less.

Credit Risk

At year-end, balances in TexPool, a privately-managed public fund investment pools rated AAAm by Standard and
Poor’s Ratings Services. All credit ratings meet acceptable levels required by guidelines prescribed by both the
PFIA and the City’s investment policy.

Note 4 - Receivables

Amounts recorded as receivables as of September 30, 2020, for the government’s individual major and non-major
funds, including the applicable allowance for uncollectible accounts, are as follows:

Non-Major
Governmental Water and
General Fund Funds Sewer Fund Total

Receivables:

Property taxes $ 218,009 50,112 $ - $ 268,121

Sales taxes 364,970 249,046 - 614,016

Fines and forfeitures 2,641,418 - - 2,641,418

EMS 480,352 - - 480,352

Garbage collection 157,808 - - 157,808

Water and Sewer - - 589,974 589,974

Other Governments 171,401 - 58,143 229,544

Other 337,628 - - 337,628

Gross Receivables 4,371,586 299,158 648,117 5,318,861

Less: allowance for

uncollectibles (2,750,459) (14,197) (119,188) (2,883,844)
Net Total Receivables $ 1,621,127 $ 284,961 $ 528929 $ 2435017
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NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 4 - Receivables (continued)

Unavailable Revenue

Governmental funds report deferred inflows of resources in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. As of September 30, 2020, the various
components of deferred outflows of resources reported in the governmental funds were as follows:

Debt Service

General Fund Fund Total
Property taxes $ 158,414 $ 33411 $ 191,825
Fines and forfeitures 312,161 - 312,161
Ambulance services 156,462 - 156,462
FEMA disaster relief 171,401 - 171,401

$ 798.438 $ 33411 $ 831,849

Note 5 - Capital Assets

A summary of activity for capital assets capitalized by the City for the year ended September 30, 2020, follows:

Balance Transfers and Balance
October 01, 2019 Additions (Retirements) September 30, 2020
Governmental Activities
Capital assets, not being depreciated:

Land $ 4915116 $ - 3 - $ 4915,116
Construction in progress 550,820 314,354 (865,174) -
Total capital assets, not being depreciated 5,465,936 314,354 (865,174) 4,915,116

Capital assets being depreciated:
Streets and improvements 24,151,283 467,818 865,174 25,484,275
Buildings and improvements 5,924,367 854,569 1,047,438 7.826,374
Fumniture, equipment, and vehicles 14,492 235 569,982 (764,143) 14,298,074
Assets under lease 710,284 - (387,548) 322,736
Total capital assets, being depreciated 45,278,169 1,892,369 760,921 47,931,459
Less accumulated depreciation for:
Streets and improvements (17,228,148) (878,774) - (18,106,922)
Buildings and improvements (4,201,216) (330,064) (1,028,593) (5.559,873)
Furniture, equipment, and vehicles (10,952,931) (1,101,063) 679,145 (11,374,849)
Assets under lease (363,850) (140,069) 368,862 (135,057)
Total accumulated depreciation (32,746,145) (2,449,970) 19,414 (35,176,701
Total Governmental Activities
Capital Assets, net $ 17,997,960 $ (243247) $ (84,839) § 17,669,874
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NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 5 - Capital Assets (continued)

Balance Transfers and Balance
October 01, 2019 Additions (Retirements) September 30, 2020
Business-type Activities
Capital assets, not being depreciated:

Land $ 56,200 $ - $ - 8 56,200
Total capital assets, not being depreciated 56,200 - - 56,200
Capital assets being depreciated:

Water and sewer system 25,346,653 311,672 - 25,658,325

Furniture, equipment, and vehicles 146,765 85275 - 232,040
Total capital assets being depreciated 25,493,418 396,947 - 25,890,365
Less accumulated depreciation for:

Utility and street projects (16,787,924) (508,734) - (17,296,658)

Fumiture, equipment, and vehicles (146,765) (17,055) - (163,820)
Total accumulated depreciation (16,934,689) (525.789) - (17,460,478)
Business-type Activities

Capital Assets, Net $ 8614929 §  (128842) § - 3 8,486,087

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

Depreciation
Function Expense

Governmental Activities
General Administration $ 287,643
Economic Development 90,444
Public Safety 760,265
Service Center 20,346
Streets and Drainage 777,634
Parks and Recreation 513,638
Total Governmental Activities $ 2,449,970

Business-type Activities

Water and sewer $ 525,789
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Note 6 - Long-Term Debt

During the year ended September 30, 2020, the following changes occurred in long-term liabilities:

Balance Balance Due Within
10/1/2019 Additions Reductions 9/30/2020 One Year
Governmental Activities:

Certificates of obligation $ 1,080,000 § 7735000 § (5200000 $ 8295000 $ 415,000
Premiums on issuance of debt - 442,775 - 442775 -
Notes payable 774277 - (774,277) - -
Capital leases 340,479 - (122,572) 217,907 35,955
Compensated absences 461,859 339,065 (377,098) 423,826 169,530
Total Governmental Activities $ 2656615 § 8516840 ¢ (1,793,947) § 9379508 § 620,485
Business-type Activities:
Compensated absences $ 68% § 3,806 § (7.326) $ 3376 % 1,350
Total Business-type Activities $ 6,896 § 3806 § (7.326) $ 3376 $ 1,350

Certificates of Obligation

On August 24, 2020, the City issued $7,735,000 Combination Tax and Revenue Certificates of Obligation, Series
2020 (the “Certificates”). Proceeds from the sale of the Certificates will be used for (i) construction of improvements
to and the equipment of city streets, sidewalks and related infrastructure; (ii) construction of improvements to and
the equipment of city drainage facilities; (iii) the construction of improvements to and the equipment of city hall;
(iv) construction of improvements to and the equipment of city parks and recreational facilities; and (v) the costs of
professional services related thereto.

Outstanding certificates of obligation at 9/30/2020 consist of the following:

Debt
Series Interest Rate Original Issue Maturity Date Outstandinw,
Series 2008 Certificate of Obligation 3.79% $ 3,350,000 4/1/2023 $ 560,000
Series 2020 Combination Tax and

Revenue Certificates of Obligation 1.125% - 4.125% 7,735,000 4/1/2040 7,735,000
— 1,135,000

Total Certificates of Obligation $ 8,295,000
—_— 2O UU

Annual debt service requirements to retire outstanding certificate of obligation bonds are as follows:

Governmental Activities

Year Ending
September 30, Princigal Interest Total
2021 $ 415,000 $ 128,448 $ 543,448
2022 325,000 165,324 490,324
2023 340,000 152,840 492,840
2024 360,000 139,768 499,768
2025 365,000 133,468 498,468
2026-2030 1,930,000 554,656 2,484,656
2031-2035 2,200,000 291,982 2,491,982
2036-2040 2,360,000 132,250 2,492,250

$ 8.295000 § 1,698,736  § 9,993,736
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CITY OF FREEPORT, TEXAS

NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 6 - Long-Term Debt (continued)

Capital Leases

The City is obligated under certain leases accounted for as capital leases. The leased assets and related obligations
are accounted for in the statement of net position. Assets under capital leases totaled $322,736 at September 30,

2020. The following is a schedule of future minimum lease payments under capital leases:

Payments DueYear Ending September 30,

2021 $ 44,782

2022 44,782

2023 145,432
Minimum lease payments for all capital leases 234,996
Imputed interest (17,089)
Present value - minimum lease payments $ 217,907
Assets under capital leases $ 187,679

On August 28, 2018, the City entered into a lease-purchase agreement for fifty- five (55) 2019 club car tempo EFI
gas golf carts from September 1, 2018 through November 1, 2022, which calls for thirty-six (36) monthly payments
of § 3,732. Current requirements for principal and interest expense accounted for in the culture and recreation
department were $35,626 and $12,888

Compensated absences

Typically, the general fund and water and sewer fund have been used to liquidate the liabilities for compensated
absences.

Operating Leases

Lessor

The City leases various office space as well as park and community house rentals as lessor. These leases are
considered operating leases for accounting purposes and are reported as income in the General Fund. The office
leases are on a month-to-month basis. The park and community house rentals are based upon usage.

Operating lease and rental income for the year ended September 30, 2020, was as follows:

Office lease Income $252,566
Office rental income $41,447
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NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 6 - Long-Term Debt (continued)

Lessee

During the year ended September 30, 2018, the City entered into a S year operating lease agreements for copy
machines and a digital mailing system which calls for monthly payments of $625 and $153

Operating lease expense for the year ended September 30, 2020 was $64,408

Note 7 - Interfund receivables, payables, and transfers

The composition of interfund balances as of September 30, 2020, is as follows:

Receivable Fund

Non-major
Governmental Water and Sewer
General Fund Funds Fund Totals
Payable Fund
Governmental activities
General fund $ - 3 56,839 $ 56,607 § 113,446
Nonmajor governmental funds 28,825 - - 28,825
Net interfund totals $ 28,825 § 56,839 § 56,607 $ 142,271
Note 7 - Interfund receivables, payables, and transfers (continued)
Transfers in
Non-major
Governmental Water and Sewer
Funds Fund Net
Transfers out
Governmental activities
General fund 1,663,360 $ 1,000,000 $ 2,663,360
Nonmajor governmental funds 13,234 - 13,234
Total governmental activities, net 1,676,594 1,000,000 2,676,594
Net interfund totals $ 1,676,594 $ 1,000,000 $ 2,676,594

Amounts recorded as interfund receivables and payables are considered to be temporary loans and will be repaid

during the following fiscal year.
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Note 8 - Employee Retirement System
Texas Municipal Retirement System
Plan Description and Provisions

The City participates as one of 887 plans in the nontraditional, joint contributory, hybrid agent multiple-employer
defined benefit pension 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’s defined benefit pension plan is a tax-qualified plan
under Section 401 (a) of the Internal Revenue Code. TMRS issue a comprehensive annual financial report
(“CAFR”) available to the public that can be obtained at www.tmrs.org.

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 governing TMRS.

At retirement, the benefit is calculated as if the sum of the employee’s accumulated 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 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 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:

Plan Year 2019
Employee deposit rate: 7%
Matching ratio (City to employee): 2to 1
Years required for vesting: 5

20 years at any age; 5 years at age

Service retirement eligibility: 60 and above

Updated Service Credit: 100% repeating transfers
Annuity Increase to retirees: 70% of CPI repeating
Supplemental death benefit — active

employees and retirees: Yes

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 76
Inactive employees entitled to but not yet receiving benefits 108
Number of active employees receiving benefits 124

Total 308
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Note 8 - Employee Retirement System (continued)
Contributions

The contributions rate for employees in TMRS are either 5%, 6%, or 7% of the 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 liability.

Employees of the City were required to contribute 7% of their annual gross earnings during the fiscal year. The
contribution rates for the City was 14.25% and 14.30% in calendar years 2019 and 2020 respectively. The City’s
contributions to TMRS for the year ended September 30, 2020 were $1,004,021 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 rate 2.50%
Salary increases 3.50% to 10.50% including inflation
Investment rate of return 6.75%

Overall Payroll Growth — 2.75% per year, which is used to calculate the contribution rates for the retirement
plan of each participating city as a level percentage of payroll. This represents the expected increase in total
payroll. This increase rate is solely due to the effect of wage inflation on salaries, with no allowance for future
membership growth. However, for cities with a decrease in the number of contributing members from 2008 to
2018, the payroll growth is decreased by half the annual percentage decrease in the count capped at a 1.0%
decrease per year and rounded down to the nearest 0.1%.

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 to the 3% floor.

These actuarial assumptions were developed primarily from the actuarial investigation of the experience of
TMRS over the four year period from December 31, 2014 to December 31, 2018. They were adopted in 2019
and first used in the December 31, 2019 actuarial valuation. 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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Note 8 - Employee Retirement System (continued)

The long-term expected rate of return on pension plan investment was determined using a building-block method
in which best estimate ranges of expend 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)
arithmetic mean (aggressive) without an adjustment for time (conservative) and (2) the geometric mean
(conservative) with an adjustment for time (aggressive). The target allocation and best estimates of arithmetic real
rates of return for each major asset class in fiscal year 2019 are summarized in the following table:

Long-Term Expected
Real Rate of Return

Asset Class Target Allocation (Arithmetic)
Domestic Equity 17.5% 4.30%
International Equity 17.5% 6.10%
Core Fixed Income 10.0% 1.00%
Non-core Fixed Income 20.0% 3.39%
Real Estate 10.0% 3.78%
Real Return 10.0% 4.44%
Absolute Return 10.0% 3.56%
Private Equity 5.0% 7.75%
Total 100.0%

Discount Rate

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

Basis of Allocation
Pension items are allocated between governmental activities and business-type activities on the basis of employee

payroll funding, For the year ended September 30, 2020, those percentages were 99% and 1%, respectively, which
approximated the prior year’s allocations.
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Note 8 - Employee Retirement System (continued)

Changes in the Net Pension Liability

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(a) ®) @ - ()
Balance at December 31, 2018 $ 28,655,109 $ 21,950,722 $ 6,704,387
Service Cost 1,020,294 - 1,020,294
Interest (on the Total Pension Liability) 1,923,902 - 1,923,902
Changes of benefit terms - - -
Difference between expected and actual experience (459,710) - (459,710)
Changes of assumptions 142,572 - 142,572
Contributions — employer - 904,482 (904,482)
Contributions — employee - 444,711 (444,711)
Net investment income - 3,392,674 (3,392,674)
Administrative Expense - (19,175) 19,175
Other - (576) 576
Benefit payments, including refunds of
employee contributions (1,326,009) (1,326,009) -
Balance at December 31, 2019 $ 29,956,158 $ 25,346,829 $ 4,609,329

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

The following presents the net pension liability of the City, calculated using the discount rate of 6.75%, as well as
what the City’s net pension liability or (asset) would be if it were calculated using a discount rate that is 1
percentage-point lower (5.75%) or 1 percentage-point higher (7.75%) than the current rate:

1% Decrease Current 1% Increase
(5.75%) (6.75%) (7.75%)
City's Net Pension Liability $ 9415740 § 4,609,329 $ 752,620

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued TMRS
financial report. That report may be obtained on the Internet at www.tmrs.com.
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Note 8 - Employee Retirement System (continued)

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

For the year ended September 30, 2020, the City recognized pension expense of $1,067,704

At September 30, 2020, the City reported deferred outflows and inflows of resources related to pensions from the

following sources:

Difference in expected and actual experience
Changes of assumptions

Net difference between projected and actual earnings
Contributions made subsequent to measurement date

Deferred Outflows of
Resources

Deferred Inflows of

Resources
$ 360,539
761,618
$ 1,122,157

Deferred outflows of resources related to pensions resulting from contributions subsequent to the measurement date
of $769,510 will be recognized as a reduction of the net pension liability for the measurement year ending December
31, 2019 (recognized in the City’s financial statements September 30, 2020). Other amounts reported as deferred
outflows and inflows of resources related to pensions will be recognized in pension expense as follows:

Year ended
September 30: Amount
2021 (253,754)
2022 (327,501)
2023 24,786
2024 (382,200)
Total (938,669)

Texas Emergency Services Retirement System

Plan Description and Provisions

The Texas Emergency Services Retirement System (TESRS) administers a cost-sharing multiple employer pension
system (the System) established and administered by the State of Texas to provide pension benefits for emergency
services personnel who serve without significant monetary remuneration. Direct financial activity for the System
is classified in the financial statements as pension trust funds. The System issues a stand-alone financial report that

is available to the public at www.tesrs.org.

Due to the insignificance of the amounts and the time required to make such calculations, the City has opted not to
record the transactions required to implement GASB No. 68 for the TESRS Pension Plan to the current year financial

statements. The net pension liability is estimated to be $15,484.
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Note 9 - Other Post-Employment Benefits (continued)
TMRS Supplemental Death Benefits Fund (continued)

Actuarial Assumptions

The City’s Total OPEB Liability was measured at December 31, 2018 and was determined by an actuarial valuation

as of that date using the following actuarial assumptions:

Inflation 2.50%

Salary increase 3.50% to 11.50% including inflation

Discount rate* 2.75%

Retirees' share of benefit-related costs 0%

Administrative expenses All administrative expenses are paid through the Pension Trust and accounted for

under reporting requirements under GASB Statement No. 68.

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

Mortality rates - disabled retirces

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

*The discount rate was based on the Fidelity Index’s “20-Year Munici

2019.

pal GO AA Index” rate as of December 31,

Notes: The actuarial assumptions used in the December 31, 2019 valuation were based on the results of an actuarial

experience study for the period December 31, 2014 to December 31, 2018.

Basis of Allocation

Pension items are allocated between governmental activities and business
payroll funding. For the year ended September 30, 2020, those percentag

approximated the prior year’s allocations.
Changes in the Total OPEB Liability

Balance at December 31, 2018
Changes for the year:

Service cost

Interest on Total OPEB Liability

Difference between expected and actual experience

Changes in assumptions or other inputs
Benefit payments

Net changes

Balance at December 31, 2019
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$

$

-type activities on the basis of employee
es were 99% and 1%, respectively, which

307,011

12,706
11,579
(15,039)
63,192

(2,541)
69,897
376,908
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Note 9 - Other Post-Employment Benefits (continued)

TMRS Supplemental Death Benefits Fund (continued)

Ending total OPEB liability is as of December 31, 2019. Changes of assumptions reflect a change in the discount
rate from 3.71% as of December 3 1, 2018 to 2.75% as of December 31, 2019.

Sensitivity Analysis

The following presents the total OPEB liability of the employer, calculated using the discount rate of 2.75%, as
well as what the City’s total OPEB liability would be if it were calculated using a discount rate that is 1 percentage
point lower (1.75%) or 1 percentage point higher (3.75%) than the current rate. Note that the healthcare cost trend
rate does not affect the total OPEB liability, so sensitivity to the healthcare cost trend rate is not shown.

1% Decrease Current 1% Increase
(1.75%) (2.75%) (3.75%)
City's Net OPEB Liability $ 458,011 $ 376908 § 314,007

OPEB Expense, Deferred Qutflows of Resources, and Deferred Inflows of Resources Related to OPEB
Activity

For the year ended September 30, 2020, the City recognized OPEB expense of $31,942

As of September 30, 2020, the City reported deferred outflows of resources related to OPEB from the following
sources:;

Deferred Qutflows of Deferred Inflows of

Resources Resources
Difference in expected and actual experience $ - $ 18,534
Change in assumptions 64,554 15,087
Contributions made subsequent to measurement date 2,151 -
Total $ 66,705 $ 33,621

The $2,151 reported as deferred outflows of resources related to OPEB resulting from City contributions subsequent
to the measurement date will be recognized as a reduction of the OPEB liability in the year ending September 30,
2021.

Amounts currently reported as deferred outflows of resources related to OPEBs, excluding contributions subsequent
to the measurement date, will be recognized in OPEB expense as follows:

Year ended
September 30: Amount
2021 $ 7,657
2022 7,657
2023 6,397
2024 4,524
2025 4,698
Total $ 30,933
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Note 9 - Other Post-Employment Benefits (continued)

Retiree Healthcare Plan

Plan Description

The City of Freeport maintains a Retiree Health Care Plan (RHCP) through the TML Health Benefits Pool, a health
risk pool established pursuant to Texas Local Government Code Chapter 172, Texas Government Code Chapter
791, and the Texas Trust Code to provide health care benefits coverage for employees and retirees and dependents
of employees and retirees, of Texas political subdivisions under an interlocal agreement. The City is currently
offering health benefits coverage through the RHCP which allows the extension of benefits to retirees of the City.
The City provides health benefit s coverage to its retirees through the RHCP and the cost of such coverage be paid
for by the City to a maximum of $750 per month; any additional amount will be the responsibility of the retiree. An
employee who is under 60 years of age and has been covered by TMRS (Texas Municipal Retirement System) for
at least 20 years, or an employee who is 60 years or older and has been covered by TMRS for at least 5 years. The
employee must also work for the City for a period of eight continuous years and meet the definition of retiree for
purposes of the ordinance. The Interlocal Agreement in effect between the City and the TML Health Benefits Pool,
adopted September 8, 2014, provides that the Board of Trustees may adopt rules and regulations which may amend
this plan in the future. Other coverage’s will be as established by the TML Health Benefits Pool Board of Trustees.

Benefits Provided

The RHCP provides pre sixty-five benefit coverage which will continue until the end of the month for the covered
retiree’s 65" birthday. Coverage for early retirees under these plans will require that the early retiree enroll in the
TML Health Benefits Pool plan within 31 days of commencement of their pre 65 retirement, meet the plans
definition of retiree, and that the retiree receive all other applicable benefits provided to the retiree population. The
pre sixty-five plan offers the retirees a choice of one of four plan options which consist of a platinum, gold, silver,
and bronze. Each plan has a specified rate that varies year over year.

At December 31, 2019, the following employees were covered by the benefit terms:

Inactive plan members or beneficiaties currently receiving benefits 1
Active Plan Members 118
Total 119
Total OPEB Liability

The City’s total OPEB liability of $365,696 was measured as of December 3 1, 2019 as determined by an actuarial
valuation of the same date.
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 9 - Other Post-Employment Benefits (continued)
Retiree Healthcare Plan (continued)
Actuarial Assumptions and Methods

The total OPEB liability in the December 31, 2019 actuarial valuation was determined using the following actuarial
assumptions and other inputs, applied to all periods included in the measurement, unless otherwise specified:

Actuarial Cost Method Individual Entry-Age Normal

Discount rate 2.75%

Inflation 2.50%

Salary increase 3.50% to 11.50% including inflation

Demographic Assumptions Based on the experience study covering the four-year period ending December 31, 2018 as

conducted for the Texas Municipal Retirement System (TMRS)

Mortality Mortality For healthy retirees, the gender-distinct 2019 Municipal Retirees of Texas
mortality tables are used. The rates are projected on a fully generational basis using the
ultimate mortality improvement rates in the MP tables to account for future mortality

improvements.

Health Care Trend Rates Health Care Trend Rates Initial rate of 7.00% declining to an ultimate rate of 4.15% after
15 years

Participation Rates 30% for retirees age 55 or older at retirement;

10% for retirees under age 55 at retirement

Discount Rate

For plans that do not have formal assets, the discount rate should equal the tax-exempt municipal bond rate based
on an index of 20-year general obligation bonds with an average AA credit rating as of the measurement date. For
the purpose of this valuation, the municipal bond rate is 2.75% (based on the daily rate closest to but not later than
the measurement date of the Fidelity “20-Year Municipal GO AA Index”). The discount rate was 3.71% as of the
prior measurement date.

Plan Assets
There are no plan assets accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75.

Changes in the Total OPEB Liability

Balance at December 31, 2018 $ 502,717
Changes for the year:
Service cost 26,027
Interest on Total OPEB Liability 16,948
Change in benefit terms (106,501)
Difference between expected and actual experience (99,594)
Changes in assumptions or other inputs 33,523
Benefit payments (7.424)
Net changes (137,021)
Balance at December 31, 2019 $ 365,696
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 9 - Other Post-Employment Benefits (continued)
Retiree Healthcare Plan (continued)
The ending Total OPEB Liability was $365,696 as of December 31, 2019.

Changes of assumptions reflect a change in the discount rate from 3.71% as of December 31, 2018 to 2.75% as of
December 31, 2019, and minor updates to the health care trend assumption.

Sensitivity of the total OPEB liability to changes in the discount rate
The following presents the plan’s total OPEB liability, calculated using a discount rate of 2.75%, as well as what
the plan’s total OPEB liability would be if it were calculated using a discount rate that is one percent lower or one

percent higher:

Current Dsicount

1% Decrease 1% Increase
Rate Assumptions
0, 0,
(1.75%) (2.75%) 3.75%)
Retiree Health Care Plan $ 409,318 $ 365,696 $ 326,877

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates

The employer provided benefit is not affected by sensitivity in healthcare trends

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB
For the year ended September 30, 2020, the City recognized a (negative) OPEB expense of ($71,041)

At September 30, 2020, the City reported deferred outflows of resources and deferred inflows of resources related
to OPEB from the following sources:

Deferred Outflows of Deferred Inflows of

Resources Resources
Difference in expected and actual experience $ -3 88,313
Change in assumptions 42,653 12,666
Contributions made subsequent to measurement date 2,267 -
Total $ 44920 § 100,979

The $2,267 reported as deferred outflows of resources related to OPEB resulting from City contributions subsequent
to the measurement date will be recognized as a reduction of the total OPEB liability in the year ending September
30, 2020.
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 9 - Other Post-Employment Benefits (continued)
Retiree Healthcare Plan (continued)

Amounts currently reported as deferred outflows of resources related to OPEB, excluding contributions subsequent
to the measurement date, will be recognized in OPEB expense as follows:

Year ended
September 30: Amount
2021 $ (7,515)
2022 (7,515)
2023 (7,515)
2024 (7,515)
2025 (7,515)
Thereafter (20,751)
Total $ (58,326)

Note 10 - Deferred Compensation Plan

The City offers its employees the opportunity to participate in a deferred compensation plan created in accordance
with Internal Revenue Code Section 457. The plan is an additional retirement savings option for the City employees;
however, no contributions will be made by the City. The retirement plan is offered to public service personnel only.

Note 11 - Industrial Contract Agreements

The City three Industrial Development Agreements: Brazosport IDA (Interlocal with Lake Jackson and Clute),
Freeport IDA, and Freeport LNG. Brazosport IDA and F reeport IDA, are calculated based on property values or
CPI - whichever is greater. Freeport LNG Industrial District payments are made in accordance to a payment
schedule outline in the agreement. The amount received under this contract and various other industrial district
contracts during the year ended September 30, 2020 was $7,640,258 and is reported in the General Fund.

Note 12 - Subsurface Lease Agreement

The City entered into a subsurface lease agreement with the Dow Chemical Corporation in July 2017. The terms of
the lease agreement is July 31, 2017 through July 31, 2037 with an option to extend the term for an additional 5
years through July 31, 2042. The City will receive a total of $8,000,000 throughout the life of the lease. The amount
received under this contract during the year ended September 30, 2020 was $100,000

Note 13 - Water Supply Contract

The City entered into a water supply contract with the Brazosport Water Authority on February 20, 1987. The
contract term is forty years and may not be terminated as long as bonds are outstanding. The City agrees to take and
pay for, whether used or not, 2 million gallons of water per day. The actual supply of water under this contract
started in March, 1989.
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CITY OF FREEPORT, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS (continued)

Note 14 - Joint Venture

The City is party to an agreement with the City of Oyster Creek to share costs associated with the operation of a sewer
treatment plant. The plant went on-line during the fiscal year ended September 30, 1989. The percentage for sharing
the operating expenses is determined based upon meter flow calibrations. For the year ended September 30, 2020, the
City of Freeport's portion of these expenses $82,434.

During the year ended September 30, 2003, the City began a joint venture with the City of Clute, City of Lake
Jackson, and the SPCA for an animal shelter. The shelter is located in Lake Jackson and provides programs for the
claiming and adoption of lost or abandoned animals for the three cities. The term of the agreement is from March
1, 2003 through February 28, 2023. The City and Clute contributed $150,000 each and the SPCA contributed
$250,000 for a total of $550,000 to Lake Jackson for the design, construction, and furnishing of the $1,100,000
facility. The City pays each year for administrative operating costs. For the year ended September 30, 2020, the
City paid $125,000 for their portion of the operating costs.

Note 15 - Commitments and Contingencies
Litigation and Other Contingencies

From time to time, the City is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, it is the opinion of City Management and legal counsel that any ultimate uninsured liability
to the City from these lawsuits will not be material.

Arbitrage Rebate

In accordance with the provisions of the Internal Revenue Code, sections 103, 103A, and 148, as amended, a
governmental debt issuance must qualify and maintain tax-exempt status by satisfying certain arbitrage requirements
contained in these provisions. As part of the requirements, certain amounts eamned on the non-purpose investment of
debt issuance proceeds, in excess of the yield on an issue, earned as arbitrage, will be required to be paid to the U.S.
Treasury. As part of this process, the City annually determines potential arbitrage liabilities on its debt issues, on
component unit debt issues and on debt issues assumed by the City from various Municipal Utility Districts.

Note 16 - Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; and natural disasters for which the City participates in the Texas Municipal League’s General Liability
Fund. In addition, the City participates in the Texas Municipal League’s Workers Compensation Fund to insure
the City for workers compensation claims. The Texas Municipal League is not intended to operate as an insurance
company but rather as contracting mechanism by which the city provides self-insurance benefits to its employees.
The fund contracts with a third-party administrator for administration, investigation and adjustment services in the
handling of claims. Premiums are based on the estimated City payroll risk factor and rates. The premiums are
adjusted by the City’s experience modifier. All loss contingencies, including claims incurred but not reported, if
any, are recorded and accounted for by the TML Pool. The City has not significantly reduced insurance coverage
in the last three years.
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CITY OF FREEPORT, TEXAS

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

For the Year Ended September 30, 2020

Variance
Original Positive
Budget Final Budget Actual (Negative)
Revenues
Taxes:
Property taxes $ 2,601,000 $ 2,601,000 $ 2,596,780 $ (4,220)
Sales and use taxes 2,040,000 2,040,000 1,988,720 (51,280)
Franchise fees and other 638,278 638,278 630,750 (7,528)
Industrial district 7,969,830 7,969,830 7,640,258 (329,572)
Fines and forfeitures 287,800 287,800 227,954 (59,846)
Licenses and permits 119,041 119,041 126,330 7,289
Intergovernmental 282,595 282,595 380,188 97,593
Charges for services 2,196,664 2,196,664 1,978,877 (217,787)
Investment earnings 140,000 140,000 85,363 (54,637)
Miscellaneous 270,000 270,000 250,805 (19,195)
Lease income 282,574 282,574 252,566 (30,008)
Total Revenues 16,827,782 16,827,782 16,158,591 (669,191)
Expenditures
Current:
General government 2,119,095 2,119,095 1,967,066 152,029
Public safety 7,292,895 7,292,895 7,184,511 108,384
Streets and drainage 1,344,960 1,344,960 1,329,570 15,390
Sanitation 992,453 992,453 980,664 11,789
Service center 190,890 190,890 181,985 8,905
Culture and recreaction 3,320,802 3,320,802 2,764,365 556,437
Capital outlay 2,249,906 2,249,906 756,239 1,493,667
Debt service:
Principal 262,959 262,959 122,572 140,387
Interest and other charges 10,599 10,599 12,872 (2,273)
Total Expenditures 17,784,559 17,784,559 15,299,844 2,484,715
Excess (deficiency) of revenues over
(under) expenditures (956,777) (956,777) 858,747 1,815,524
Other Financing Sources (Uses)
Transfers out (2,713,842) (2,713,842) (2,663,360) 50,482
Total other financing sources (uses) (2,713,842) (2,713,842) (2,663,360) 50,482
Net changes in fund balances (3,670,619) (3,670,619) (1,804,613) 1,866,006
Fund balances - beginning 8,823,622 8,823,622 8,823,622 -
Fund balances - ending $ 5,153,003 $ 5,153,003 $ 7,019,009 $ 1,866,006
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CITY OF FREEPORT, TEXAS
NOTES TO THE REQUIRED SUPPLEMENTARY BUDGET INFORMATION
Year Ended September 30, 2020

General Budget Policies

The original budget is adopted by the City Council prior to the beginning of the fiscal year for the General Fund
and Debt Service Fund. The legal level of budgetary control (i.e., the level at which expenditures may not legally
exceed appropriations) is the department level. Transfers of appropriations between departments require the
approval of the City Council.
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CITY OF FREEPORT, TEXAS

TEXAS MUNICIPAL RETIREMENT SYSTEM (UNAUDITED)

Schedule of Changes in Net Pension Liability and Related Ratios

Last Six Measurement Years

Total pension liability:
Service cost
Interest
Difference between expected
and actual experience
Change in assumptions
Benefit payments, including refunds
of employee contributions
Net change in total pension liability
Total pension liability - beginning
Total pension liability - ending (a)

Plan fiduciary net position:

Contributions - employer

Contributions - employee

Net investment income

Benefit payments, including refunds
of employee contributions

Administrative expense

Other

Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending (b)

Net pension liability - ending (a) - (b)

Plan fiduciary net position as a

percentage of total pension liability

Covered payroll

Net pension liability as a percentage

of covered payroll

2019 2017 2017 2016 2015 2014

$ 1020294 $ 972644 § 1,069,778 $ 941887 § 867502 $ 749370

1,923,902 1,828,285 1,693,736 1,586,800 1,511,254 1,424,774
(459,710) (84,705) 462,205 (31,659) 276,833 (132,087)

142,572 - - - 116,881 -
(1,326,009) (1,321,000) (1,046.653) (906,817) (874.894) (856.501)

1,301,049 1,395,224 2,179,066 1,590,211 1,897,576 1,185,556

28,655,109 27,259,885 25,080,819 23,490,608 21,593,032 20,407,476

$ 29,956,158

$ 28,655,109

$ 27,259,885

$ 25,080,819

$ 23,490,608 $ 21,593,032

$ 904482 § 896313 § 944578 $§ 773757 $ 699,079 $ 600,889

444711 440,294 464,589 409,932 385,600 348,367

3,392,674 (677,553) 2,709,724 1,221,694 26,362 962,281
(1,326,009) (1,321,000) (1,046,653) (906,817) (874,894) (856,501)
(19,175) (13,099) (14,056) (13,803) (16,057) (10,047)
(576) (684) (712) (744) (792) (826)

3,396,107 (675,729) 3,057,470 1,484,019 219298 1,044,163

21,950,722 22,626,451 19,568,981 18,084,962 17,865,664 16,821,501

25,346,829 21,950,722 22,626,451 19,568,981 18,084,962 17,865,664

$ 4609329 $ 6704387 $§ 4633434 $ 5511838 $ 5405646 $ 3,727,368
84.61% 76.60% 83.00% 78.02% 76.99% 82.74%

$ 6,353,014 $ 6,275,121 $ 6,636,342 $ 5,846,596 $ 5,501,315 $ 4,976,675
72.55% 106.84% 69.82% 94.27% 98.26% 74.90%

The amounts presented are for each measurement year, which end the preceding December 31 of the City's fiscal year end. Net pension
liability is calculated using a new methodology and will be presented prospectively in accordance with GASB 68.

Ten years of data should be presented in this schedule but data was unavailable prior to 2014.
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CITY OF FREEPORT, TEXAS
TEXAS MUNICIPAL RETIREMENT SYSTEM (UNAUDITED)
Schedule of the City's Pension Contributions

Last Six Fiscal Years

Actuarially determined contribution

Contribution in relation of the actuarially
determined contribution

Contribution deficiency (excess)

Covered payroll

Contributions as a percentage of
covered payroll

Actuarially determined contribution

Contribution in relation of the actuarially
determined contribution

Contribution deficiency (excess)

Covered payroll
Contributions as a percentage of
covered payroll

Valuation Date

2020 2019 2018 2017
$ 1,004,021 $ 892,025 $ 912207 $ 773,757
1,004,021 892,025 912,207 773,757
$ - $ - $ - $ -
$ 7,028,033 $ 6,444,398 $ 6,461,534 $ 5,846,596
14.3% 13.8% 14.1% 13.2%
2016 2015
$ 699,079 $ 677,622
699,079 677,622
$ - $ -
$ 5,501,315 $ 4,976,675
12.7% 13.6%

Actuarially determined contribution rates are calculated on a calendar
year basis as of December 31,and become effective in January 13 months
later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation rate

Salary increases

Investment rate of return

Retirement Age

Mortality rate

Entry Age Normal

Level Percentage of Payroll, Closed

26 Years

10-year smoothed market; 15% soft corridor
2.50%

3.50% to 11.50% including inflation

6.75%

Experience-based table of rates that are specific to the City's
plan of benefits. Last updated for the 2019 valuation pursuant
to an experience study of the period 2014 — 2018
Post-retirement: 2019 Municipal Retirees of Texas Mortality
Tables. The rates are projected on a fully generational basis
with scale UMP.

Pre-retirement: PUB(10) mortality tables, with the Public
Safety table used for males and the General Employee table
used for females. The rates are projected on a fully generational
basis with scale UMP.
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CITY OF FREEPORT, TEXAS

TEXAS MUNICIPAL RETIREMENT SYSTEM SUPPLEMENTAL DEATH BENEFIT (UNAUDITED)
Schedule of Changes in Total OPEB Liability and Related Ratios

Last Three Measurement Years

2019 2018 2017

Total OPEB liability:

Service cost $ 12,706  § 11,923 $ 10,618

Interest 11,579 10,724 10,509

Difference between expected and actual experience (15,039) 9,540) -

Change in assumptions 63,192 23,177 26,796

Benefit payments (2,541) (1,883) (3,318)

Total change in total OPEB liability 69,897 (11,953) 44,605
Total OPEB lLiability - beginning 307,011 318,964 274,359
Total OPEB liability - ending (a) $ 376908 § 307,011 $ 318964
Covered payroll $ 6,353,014 § 6,275,121 $ 6,636,342
Total OPEB liability as a percentage

of covered payroll 5.93% 4.89% 4.81%

The amounts presented are for each measurement year, which end the preceding December 31 of the
City's fiscal year end. Total OPEB liability is calculated using a new methodology and will be
presented prospectively in accordance with GASB 75.

Ten years of data should be presented in this schedule but data was unavailable prior
to 2017.

Notes to Schedule:
No assets are accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement No.
75 to pay related benefits

Summary of Actuarial Assumptions:

Inflation 2.50%

Salary increase 3.50% to 11.50% including inflation

Discount rate* 2.75%

Retirees' share of benefit-related costs 0%

Administrative expenses All administrative expenses are paid through the Pension Trust

and accounted for under reporting requirements under GASB
Statement No. 68.

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

Mortality rates - disabled retirees 2019 Municipal Retirees of Texas Mortality Tables with a 4 year setforward
for males and a 3 year set-forward for females. In
addition, a 3.5% and 3% minimum mortality rate will be applied to
reflect the impairment for younger members who become
disabled for males and females, respectively. The rates are
projected on a fully generational basis by Scale UMP to account for
future mortality improvements
*The discount rate was based on the Fidelity Index's "20-Year Municipal GO AA Index" rate as of
December 31, 2019.
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CITY OF FREEPORT, TEXAS

RETIREE HEALTH CARE PLAN (UNAUDITED)
Schedule of Changes in Total OPEB Liability and Related Ratios

Last Three Fiscal Years

Total OPEB liability
Service cost
Interest on the total OPEB liability
Changes of benefit terms

Difference between expected and actual experience

Change in assumptions

Benefit payments
Total change in total OPEB liability
Total OPEB liability - beginning
Total OPEB liability - ending (a)

Covered payroll
Total OPEB liability as a percentage
of covered payroll

Notes to Schedule:

Changes of assumptions reflect the effects of changes in the discount rate for each period presented below:

2020 2019 2018
$ 26027 § 27301 $ 24443
16,948 16,533 17,182
(106,501)
(99,594) (715) -
33,523 (16,480) 20,081
(7.424) (19,500) (9,750)
(137,021) 7,139 51,956
502,717 495,578 443,622
$ 365696 $ 502717 § 495578
$ 6,353,014 $ 6275121  § 6,636,342
5.76% 8.01% 7.47%
2020 2.75%
2019 3.71%
2018 3.31%

FYE20 - The demographic assumptions were updated to reflect the 2019 TMRS Experience Study, the
election rate was decreased from 70% to 30% as a result of the plan change. Prior to August 2019, the
City provided a $750.00 contribution toward the cost of eligible retiree medical insurance to retirees who
chose coverage through the TML IEBP Pre-65 pooled plan option. After the August 2019 plan change,
eligible retirees may participate in the City's medical plan until age 65, provided the retiree pays the full

premium amount.
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CITY OF FREEPORT, TEXAS
COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
As of September 30, 2020

Assets

Cash and cash equivalents

Receivables, net of allowance
Taxes receivables

Due from other funds

Total Assets

Liabilities

Accounts payable

Due to other funds

Unecamned revenues
Total Liabilities

Deferred Inflows of Resources
Unavailable revenues

Total Deferred Inflows of Resources

Fund Balances (Deficits)

Restricted:

Debt service
Capital projects
Municipal court operations
Economic Development

Total Fund Balances (Deficits)

Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

Page 1 of 2

Economic
Debt Service Hotel/Motel Development Beach
Fund Tax Corporation Maintenance
53,895 $ 21,727 $ 714,557 $ -
35,915 66,561 182,485 -
1 - 4,515 -
89,811 $ 88,288 $ 901,557 $ -
- $ - $ 16,744 $ -
- - 16,744 -
33411 - - -
33,411 - - -
56,400 - - -
- 88,288 884,813 -
56,400 88,288 884,813 -
89,811 $ 88,288 $ 901,557 $ -
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CITY OF FREEPORT, TEXAS
COMBINING BALANCE SHEET

NON-MAJOR GOVERNMENTAL FUNDS

As of September 30, 2020

Assets
Cash and cash equivalents
Receivables, net of allowance
Taxes receivables
Due from other funds
Total Assets

Liabilities
Accounts payable
Due to other funds
Unearned revenues
Total Liabilities

Deferred Inflows of Resources
Unavailable revenues
Total Deferred Inflows of Resources

Fund Balances (Deficits)
Restricted:
Debt service
Capital projects
Municipal court operations
Economic Development
Total Fund Balances (Deficits)
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

Page 2 of 2
Vehicles Capital Total Non-Major
Facilities and and Projects Governmental
Court Revenue Grounds CIP Equipment Fund Funds
$ 161,294 $ 177,577 $ 10,088 $ - $ 1,139,138
- - - - 284,961
- - - 52,323 56,839
$ 161,294 $ 177,577 $ 10,088 $ 52323 $ 1,480,938
$ - $ 23975 $ - $ - $ 40,719
- 22 - 28,803 28,825
16,893 - - - 16,893
16,893 23,997 - 28,803 86,437
- - - - 33,411
- - - - 33,411
- - - - 56,400
- 153,602 10,066 23,520 187,188
144,401 - - - 144,401
- - - - 973,101
144,401 153,602 10,066 23,520 1,361,090
$ 161,294 $ 177,599 $ 10,066 $ 52323 $ 1,480,938
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CITY OF FREEPORT, TEXAS Page 1 of 2
COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
For the Year Ended September 30, 2020
Economic
Debt Service Hotel/Motel Development Beach
Fund Tax Corporation Maintenance
Revenues
Taxes:
Property taxes $ 553,632 § - 8 - 8 -
Sales and use taxes - - 994,360 -
Franchise fees and other - 64,040 - -
Fines and forfeitures - - - -
Investment earnings 741 121 - -
Total Revenues 554,373 64,161 994,360 -
Expenditures
Current:
Public safety - - - -
Economic development - 5,000 295,656 -
Capital outlay - - - -
Debt service:
Principal 530,976 - 763,301 -
Interest and other charges 58,639 - 1,860 -
Total Expenditures 589,615 5,000 1,060,817 -
Excess (deficiency) of revenues
over (under) expenditures (35,242) 59,161 (66,457) -
Other Financing Sources (Uses)
Transfers in 13,234 - 250,000 11,518
Transfers out - - (13,234) -
Total other financing sources (uses) 13,234 - 236,766 11,518
Net changes in fund balances (22,008) 59,161 170,309 11,518
Fund balances - beginning 78,408 29,127 714,504 (11,518)
Fund balances - ending $ 56,400 $ 88288 § 834,813 § -
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CITY OF FREEPORT, TEXAS

COMBINING STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS

For the Year Ended September 30, 2020

Revenues
Taxes:
Property taxes
Sales and use taxes
Franchise fees and other
Fines and forfeitures
Investment earnings
Total Revenues

Expenditures
Current:
Public safety
Economic development
Capital outlay
Debt service:
Principal
Interest and other charges
Total Expenditures
Excess (deficiency) of revenues
over (under) expenditures

Other Financing Sources (Uses)
Transfers in
Transfers out

Total other financing sources (uses)

Net changes in fund balances

Fund balances - beginning

Fund balances - ending

Page 2 of 2

Total Non-Major

Facilities and Vehicles and Capital Projects Governmental
Court Revenue Grounds CIP Equipment Fund Funds
$ - $ - - 8 - $ 553,632
- - - - 994,360
- - - - 64,040
21,356 - - - 21,356
1,614 11 - 19 2,506
22,970 11 - 19 1,635,894
18,180 - - - 18,180
- - - - 300,656
- 800,463 437,722 30,567 1,268,752
- - - - 1,294,277
- - - - 60,499
18,180 800,463 437,722 30,567 2,942,364
4,790 (800,452) (437,722) (30,548) (1,306,470)
- 954,054 447,788 - 1,676,594
- - - - (13,234)
- 954,054 447,788 - 1,663,360
4,790 153,602 10,066 (30,548) 356,890
139,611 - - 54,068 1,004,200
$ 144,401 $ 153,602 10,066 $ 23,520 §$ 1,361,090
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CITY OF FREEPORT, TEXAS

DEBT SERVICE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGETARY COMPARISON SCHEDULE - DEBT SERVICE FUND

For the Year Ended September 30, 2020

Variance
Original Positive
Budget Final Budget Actual (Negative)
Revenues
Taxes:
Property taxes $ 564,832 $ 564,832 $ 553632 $ (11,200)
Investment earnings 400 400 741 341
Total Revenues 565,232 565,232 554,373 (10,859)
Expenditures
Debt Service:
Principal 670,000 670,000 530,976 139,024
Interest and other charges 124,232 124,232 58,639 65,593
Total Expenditures 794,232 794,232 589,615 204,617
Excess (deficiency) of revenues over
(under) expenditures (229,000) (229,000) (35,242) 193,758
Other Financing Sources (Uses)
Transfers in 225,000 225,000 13,234 (211,766)
Total other financing sources (uses) 225,000 225,000 13,234 (211,766)
Net changes in fund balances (4,000) (4,000) (22,008) (18,008)
Fund Balances - Beginning 78,408 78,408 78,408 -
Fund Balances - Ending $ 74,408 $ 74,408 $ 56400 $ (18,008)
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Engagement Team whitley

®

Christopher L. Breaux, CPA — Engagement Partner

Tom Pedersen, CPA — Concurring Partner

Nathan Johnson, CPA - Manager

9

Kevin Green — Associate

8

Chinh Cao — Associate

e

Donald Nguyen — Associate




Required Communications

whitleypenn

* Auditors’ Responsibility Under Generally Accepted Auditing Standards
* The financial statements are the responsibility of management.

* Our audit provides reasonable, rather than absolute, assurance that the
financial statements are free of material misstatements.

* As a part of our audit, we obtained an understanding of internal control

sufficient to plan our audits and to determine the nature and extent of testing
performed.

* Significant Accounting Policies

* The City’s accounting policies and methods are appropriate and in accordance
with industry standards.




Required Communications whitleype:

* Accounting Estimates

* The preparation of the financial statements requires that certain estimates
and judgments be made by management. These judgments and estimates
include:

* Management has estimated the allowance for uncollectable taxes
receivable, useful lives of capital assets, and capital assets

" TMRS has provided the City with the net pension liability, total other post-
employment benefit liability, deferred inflows and outflows of resources,
pension expense, and other post-employment benefit amounts




Required Communications

Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealin

g with management in performing and completing
our audit.

Corrected or Uncorrected Misstatements

We made several adjustments relati
Management reviewed and agreed

ng primarily to capital asset, pension and OPEB activity.
with the adjustments we proposed.




Required Communications whitleype:

* Disagreements with Management

We had no disagreements with Management over the application of accounting principles or
management’s judgments about accounting estimates.

Independence

We confirm we are independent of the City’s management and those charged with
governance.

* Management Representations
We have requested certain representations from management.

Consultation with Other Accountants

We are not aware of any situations in which Mmanagement consulted with other accountants
on accounting or financial reporting matters.

* Major Issues Discussed with Management Prior to Retention

We discussed the application of accounting principles and auditing standards, however, our
résponses were not a condition to our retention.

t




Audit Approach

whitley

* Team — Active participation from all levels
* Approach —Risk Based Methodology

* Communications —

Frequent, Formal and Informal




Audit Approach

Substantive
Analytics

Verification,
Confirmation,

and
Corroboration




The City’s Unmodified Opinion

* Clean Opinion

el © Highest Level of Assurance

* Qualified - Scope Limitation or d

Modfies | © Adverse Opinion - Scope Limitation or departure that is very material and could
odifie B
mislead users

eparture from GAAP

* Cannot express an opinion
* No assurance

I'd







Estimated Completio
September 30, 2021.

Reconciliation Cash from Off-Site Locations During
ms being used for Permits and at other off-




Statement of Net Position — Amounts in (000’s) whitley

Governmental Activities Bus iness-type Activities Total
2020 2019 2020 2019 2020 2019

Current and other assets $ 18295 g 11883 § 1143 § 748 $ 19438 3 12.631
Capital assets 17,670 17998 8.486 8.615 26.156 26613
Total Assets 35965 29.881 9.629 9.363 45.594 39244
Deferred Outflows of Resources 1.052 2.050 13 25 1.065 2075
Current and other habilities 1.079 1.177 1.091 536 2.170 1.713
Long-term liabilities 14.747 10,099 67 94 14814 10.193
Total Liabilities 15.826 11276 1.158 630 16.984 11.906
Deferred Inflows of Resources 1242 106 15 1 1257 107
Net position:

Net investment i capital assets 16.719 15.803 8.486 8615 25205 24418

Restricted 1.146 978 - - 1.146 978

Unrestricted 2.084 3.768 (17) 142 2067 3910

Total Net Position S 19949 § 20549 § 8469 § 8757 8 28418 S 29306




Cash and Investments

Carrying Value

Governmental Activities

Cash on hand $ 1.492
Cash deposits 10.054.695
— 1U054.695
Total cash 10.056.187
Investments:
Local Govermmnent Investment Pools:
TexPool 6.389417
Total Governmenta] Activities 16.445.604

Business-type Activites

Cash on hand 180
Cash deposits 386.776

Total Business-type Activities 586.956
Total Cash and Investments $ 17.032.560




Long Term Liabilities

___ 2020 2019
Certificates of Obligation $ 8295000 g 1.080,000
Notes & Capital Leases Payable 217.907 1.114,756
Accrue Compensated Absences 427.202 468,755
Net Pension Liability (TMRS) 4.609.329 6.704.387
Net OPEB Liability 376.908 307.011
Net OPEB Liability Retiree Healty Care L 365.696 502,717

$ 14292042 $§ 10.177.626

e i A ' Ry S




Statement Activities - Amounts in (000’s) whitley

Governmental Activities Business-tipe Activities Total
2020 2019 2020 2019 2020 2019

Revenues
Program revenue:

Charges for services $ 2306 § 2498 g 4794 3 4844 $ 7100 $ 7342

Operating grants and contributions 210 224 16 276 226 500

Capital grants and contributions 78 294 - - 78 294
General revermies:

Property taxes 3,132 3,124 - - 3,132 3,124

Industrial payments 7,640 7,533 - - 7.640 7,533

Sales and use taxes 3,072 3,280 - - 3,072 3,280

Franchise taxes 606 615 - - 606 615

Unrestricted mvestment earnings 93 251 - 2 93 253

Miscellaneous 506 444 - - 506 444
Total Revenues 17.643 18,263 4.810 5,122 23.385
Expenses:

General government 2,177 2,160 - - 2177 2,160

Public safety 7.850 8,061 - - 7.850 8,061

Streets and draimage 2,055 1,851 - - 2,055 1,851

Sanitation 981 900 - - 981 900

Culture and recreation 3,290 3,701 - - 3,290 3,701

Service center 206 222 - - 206 222

Economic developnent 392 383 - - 392 383

Interest on long-term debt 292 115 - - 292 115

Water and sewer - - 6.098 5,738 6.098 5.738
Total Expenses 17.243 17,393 6.098 5.738 23,341 23,131
Increase in net position before

transfers 400 870 (1,288) (616) (388) 254

Transfers (1,000) (959) 1,000 959

Change in net position (600) (89) (288) 343 (888) 254
Net position - beginning 20.549 20,638 8.757 8414 29,306 29,052
Net position - ending $ 19949 § 20549 ¢ 8469 $ 8757 § 28418 29,306

g | T



FY 2020 Actual Genera] Fund Revenue

1% 3%

* Property taxes ($2.6M)

* Sales and use tax ($2.0 M)

= Franchise fee and other ($0.6M)

® Industrial District ($7.6m)

* Fines and forfeitures (50.2Mm)
Licenses and permits (50.1Mm)

® Intergovernmental {S0.4M)

= Charges for Services ($2.0 M)

= Investment Earnings (50.1Mm)

®= Other (50.5M)

FY 2020 Revenues = $16.2M




FY 2020 General Fund Expenditures

1% 14%

0,
19% o\.u

® General Government (S2.0Mm)

* Public Safety ($7.2m)

= Streets and Drainage ($1.3Mm)

= Sanitation ($1.0M)

" Service Center (50.2M)

* Culture and Recreation (52.8Mm)

7%

9%
= Economic Development (S0.0Mm)

= Debt Service ($0.1Mm)

FY 2020 Expenditures = $14.6M

Excludes $0.8M in capital outlay




Unassigned General Fund Balance (in Days of Expenditures)

whitley;

180

160

140

120

100

80

60

40

20

Minimum ($1.2m) City of Freeport ($7.0Mm) GFOA Recommended ($3.6M)

The City has 45 am<m in mm:m..m_ ?:a s\o_,xm:m ?:n__, balance when the $5.2M

.‘ _uogs\ Subsurfac




Unassigned General Fund Balance Excluding the $5.2M from Dow

Subsurface Revenue Received in FY18 (in Days of Expenditures) ~ whitley

80
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10

Minimum ($1.2m) City of Freeport ($1.8M) GFOA Recommended {S3.6M)




Statement of Reven ues,

Operating Revenues
Charges for services
Total Operating Revenues

Operating Expenses
Personnel services
Supplies
Contracted services
Other
Water purchased

Depreciation
Total Operating Expenses
Operating income (loss)
Non-Operating Revenues (Expenses)
Interest and investment reveme

Openating grants and contributions
Total Non-Operating Revenues (Expenses)

Income (loss) before transfers

Transfers m

Change in net position
Net position - beginning
Net position - ending

Business-type
Activities
Water and Sewer

s 4,793,661

/93,001
4,793,661

—_— 001

126,801
21,578
2,585,675
409,980
2415,600
525,789
6.085.423

(1,291,762
— \0271,/07)

383
3,186

_ 3,750
3,569

_ 30

(1,288,193)

1,000,000
—_—Y

(288,193)

8,756,677
—_— 5,/006/7

$ 8,468,484
—_— o

Expenses, and Changes in Net Position

i

— IR







April 6, 2021

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

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated May 12, 2020, our responsibility, as described by professional
standards, is to form and express an opinion(s) about whether the financial statements that have been prepared by
management with your oversight are presented fairly, in all material respects, in accordance with accounting
principles generally accepted in the United States of America. Our audit of the financial statements does not
relieve you or management of your respective responsibilities,

We are also responsible for communicating significant matters related to the audit that are, in our professional
Judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not
required to design procedures for the purpose of identifying other matters to communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated to you.

Compliance with All Ethics Requirements Regarding Independence

The engagement team and our firm, including its employees, have complied with all relevant ethical
requirements regarding independence.

A member of

Q) Nexia

- Internationat



To the Honorable Mayor and
Members of City Council

City of Freeport, Texas

Page 2

Qualitative Aspects of the Entity’s SigniﬁcantAccounting Practices

Significant Accounting Policies

SigmﬁcantAccounting Estimates

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

Management’s estimate of depreciation expense is based on the usefy] lives of its capital assets. We
evaluated the key factors and assumptions used to develop the depreciation €xpense estimate in determining
that it is reasonable in relation to the financial statements taken as a whole,

Management’s estimate of the net pension liability, net other post-employment (OPEB) hability, and related
deferred inflows, outflows, and CXpenses, are based on information provided by the City’s actuaries. We
evaluated the City’s application of the information provided by the actuaries and we have determined it is
reasonable in relation to the financial statements taken as a whole.

Financial Statement Disclosures

The financial statement disclosures are neutral, consistent, and clear.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the audit.
Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate them to
the appropriate level of management. Further, professional standards require us to also communicate the effect of

uncorrected misstatements related to prior periods on the relevant classes of fransactions, account balances or
disclosures, and the financial statements as a whole and each applicable opinion unit.



To the Honorable Mayor and
Members of City Council

City of Freeport, Texas

Page 3

In addition, professional standards require us to communicate to you all material, corrected misstatements that
were brought to the attention of management as a result of our audit procedures. The list of adjusting journal
entries that we proposed attached with this letter as a result of our audit procedures were brought to the attention
of, and approved by, management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter, whether or
not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, which could be
significant to the City’s financial statements or the auditor’s report. No such disagreements arose during the
course of the audit,

Representations Requested from Management

We have requested certain written representations from management in a letter dated April 6, 2021.
Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters.
Management informed us that, and to our knowledge, there were no consultations with other accountants
regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the City, we generally discuss a variety of matters,
mcluding the application of accounting principles and auditing standards, operating and regulatory conditions

affecting the entity, and operational plans and strategies that may affect the risks of material misstatement. None
of the matters discussed resulted in a condition to our retention as the City’s auditors.

April 6, 2021



To the Honorable Mayor and
Members of City Council
City of Freeport, Texas
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Account

Description

Adjusting Journal Entries

56-180-000
56-180-002
56-231-102
56-240-001
56-565-245
901-231-101
901-400-997
901-412-997
901-420-997
901-525-997
901-575-997
901-578-997
56-180-000
56-180-000
56-240-001
56-240-002
56-565-245
901-180-101
901-240-001
56-180-001
Total

Adjusting Journal Entries JE # 1
To record CY Pension Activity

DEFERRED OUTFLOWS-PENSION CO
DEFERRED QUTFLOWS - OPEB

NET PENSION OBLIGATION
DEFERRED INFLOWS-EXPECTED
PENSION EXPENSE

NET PENSION LIABILITY- TMRS
PENSION ADJUSTMENT GEN GOV
PENSION ADJUSTMENT ECOND
PENSION ADJUSTMENT SERVCENTER
PENSION ADJUSTMENT PUBSAF
PENSION ADJUSTMENT STREETS
PENSION ADJUSTMENT CULREC
DEFERRED OUTFLOWS-PENSION CO
DEFERRED OUTFLOWS-PENSION cO
DEFERRED INFLOWS-EXPECTED
DEFERRED INFLOWS - OPEB
PENSION EXPENSE

DEFERRED OUTFLOWS - PENSION
DEFERRED INFLOWS - PENSION
DEFERRED OUTFLOWS-EXPECTED

7110.01

Adjusting Journal Entries JE #2 7110.10
To record CY OPEB Activity

56-180-002
56-565-245
901-180-103
901-400-998
801-412-998
901-420-998
901-525-998
901-575-998
901-578-998
56-231-103
56-240-002
901-231-103

DEFERRED OUTFLOWS - OPER
PENSION EXPENSE
DEFERRED OUTFLOWS - OPEB
OPEB ADJUSTMENT GEN GOV
OPEB ADJUSTMENT ECOND
OPEB ADJUSTMENT SERVCENTER
OPEB ADJUSTMENT PUBSAF
OPEB ADJUSTMENT STREETS
OPEB ADJUSTMENT CULREC
NET OPEB OBLIAGATION
DEFERRED INFLOWS - OPEB
NET OPEB OBLIGATION

Credit

200.00

200.00
24,200.00
300.00
2,500.00
2,070,858.00
5,021.00
803.00
856.00
11,043.00
5,651.00
10,430.00

13,200.00

200.00

13,500.00

300.00

200.00

1,061,069.00

1,043,593.00

2,132!062.00 2,1325062.00
800.00
200.00
46,579.00
3,230.00
366.00
390.00
17,611.00
2,578.00
4,757.00

900.00

100.00

68,997.00



To the Honorable Mayor and
Members of City Council
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901-240-003 DEFERRED INFLOWS - OPEB
Total

Adjusting Journal Entries JE # 3
To correct beginning fund balance.

43-364-525  POLICE FORFEITED FUNDS R
43-272-043  FB, UNDESIGNATED
Total

Adjusting Journal Entries JE # 4
to correct negative interest for reporting purposes

22-525-899  CAPITAL QUTLAY

23-201-010  DUE TO GENERAL FUND

22-201-010  DUE TO GENERAL FUND

22-360-100  INTEREST INCOME

23-360-100  INTEREST INCOME
Total

Adjusting Journal Entries JE #5
To adjust unavailable EMS revenue

10-301-100 AMBULANCE REVENUE
10-222-003  DEFERRED REVENUE - EMS
Total

Adjusting Journal Entries JE # 6 3701.01
PBC - to correct HRA payables

10-100-000  CLAIM ON CC - GENERAL FUND

56-201-005  GARBAGE CAN DEPOSITS

10-201-005  HRA REIMBURSEMENTS

56-100-000  CLAIM ON CC - WATER & SEWER
Total

Adjusting Journal Entries JE #7 3701.02
PBC - To correct bond issuance entry

66-399-000 PROCEEDS FROM SALE OF BOND

66-615-730  DEBT SERVICE FEES

66-399-100 PREMIUMS FROM BOND ISSUANCE
Total

Adjusting Journal Entries JE # 8 4600.05
To record CY BT capital asset activity

56-162-000  UTILITY PLANT ASSET PLANT

6,514.00

76,511.00 76,511.00
16,893.00

16,893.00

16,893.00 16,893.00
32.00
22.00

22.00

10.00

22.00

64.00 54.00
63,948.00

63,948.00

63,948.00 63,948.00
1,632.00
1,632.00

1,632.00

1,632.00

3,264.00 3,264.00
265,000.00
177,775.00

442,775.00

442,775.00 442.775.00
311,672.00
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56-162-001  UTILITY PLANT EQUIPMENT
96-565-995  DEPRECIATION EXPENSE
56-163-000 ACCUMULATED DEPRECIATION
96-565-899  CAPITAL OUTLAY

Total

Adjusting Journal Entries JE#9
To Record BT Compensated Absences

36-201-002 ACCRUED COMPENSATED ABSENCES
56-565-100 SALARIESWAGES
Total

Adjusting Journal Entries JE #10

corrections for prepaid items and proceeds from debt issuance

64-399-000 PROCEEDS FROM SALE OF BOND
64-615-710  INTEREST EXPENSE
64-125-999  PREPAID EXPENSES

Total

Adjusting Journal Entries JE # 11

to break out cart lease principal and interest for FY 2020.
10-656-697 LEASE PRINCIPAL
10-656-698 LEASE INTEREST
10-656-400  CART RENTAL FEE

Total

Account Description

GASB 34

GASB 34 JE # 1001
To record CY Capital Lease Activity

901-264-000 CAPITAL LEASES
901-264-000 CAPITAL LEASES
901-264-001 CAPITAL LEASES ST
901-615-701 Principal leases

Total

GASB 34 JE #1002
To record CY Note Payable Activity

901-265-000 NOTES PAYABLE

85,275.00
525,790.00
525,790.00
396,947.00
922,737.00 922,737.00
5200.05 (KeG)
587.00
587.00
587.00 587.00
3,455.00
7,157.00
10,612.00
10,612.00 10,612.00
5300.06
31,519.00
11,709.00
43,228.00
43,228.00 43,228.00

5300.06
122,572.00
35,955.00
33,955.00
122,572.00
158,527.00 158,527.00
5300.07
774,277 00
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901-815-700 PRINCIPAL RETIREMENT
Total

GASB 34 JE #1003
To clear out deferred revenue balances

10-222-000 DEFERRED REVENUE- TAXES
10-222-001 DEFERRED REVENUE - OTHER
10-222-002 DEFERRED REVENUE-COURT
10-222-003 DEFERRED REVENUE - EMS
64-222-000 DEFERRED REVENUE
10-272-010  FB, UNDESIGNATED
64-272-064 FB, RESERVED, DEBT SvVC
Total

GASB 34 JE # 1004 4200.11
PTAX conversion entry

10-310-110  TAX-PR - CURRENT YEAR
64-310-110 TAX-PR- CURRENT YEAR
10-222-000 DEFERRED REVENUE- TAXES
64-222-000 DEFERRED REVENUE

Total

GASB 34 JE # 1005
Muni Court conversion entry

10-350-100  MUNICIPAL COURT REVENUE
10-222-002 DEFERRED REVENUE-COURT
Total

GASB 34 JE # 1006
EMS Conversion Entry

10-222-003 DEFERRED REVENUE - EMS
10-301-100  AMBULANCE REVENUE
Total

GASB 34 JE # 1007
To record CY GASB 75 RHCP Activity

901-180-104 DEFERRED OUTFLOWS - HEALTHCARE
901-231-104 NET OPEB LIABILITY - HEALTHCARE
901-240-004 DEFERRED INFLOWS - HEALTHCARE
901-400-998 OPEB ADJUSTMENT GEN Gov

Total

774,277.00

774,277.00 774,277.00
174,032.00
171,401.00
424,678.00
92,514.00
36,235.00

862,625.00

36.235.00

898,860.00 898,860.00
15,618.00
2,824.00

15,618.00

2,824.00

18,442.00 18,442.00
112,517.00

112,517.00

112,517.00 112,517.00
63,948.00

63,948.00

63,948.00 63,948.00
15,985.00
137,021.00

85,774.00

- 67,232.00

153,006.00 153,006.00
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GASB 34 JE # 1008

To record CY governmental capital asset activity

801-162-000
801-163-000
801-163-000
801-164-000
801-164-000
801-165-000
801-175-000
801-175-000
801-400-995
801-412-995
801-420-995
801-525-995
801-575-995
801-578-995
801-999-999
801-162-000
801-165-000
801-165-000
801-173-000
801-173-000
801-174-000
801-175-000
801-400-996
801-420-996
801-525-996
801-575-996
801-578-996
801-161-001
Total

CONSTRUCTION IN PROGRESS
BUILDINGS

BUILDINGS

IMPROVEMENTS

IMPROVEMENTS

EQUIPMENT

ACC DEPR - EUQIPMENT

ACC DEPR - EUQIPMENT
DEPRECIATION GEN GOV
DEPRECIATION ECOND
DEPRECIATION SERVCENTER
DEPRECIATION PUBSAF
DEPRECIATION STREETS
DEPRECIATION CULREC

LOSS ON DISPOSAL
CONSTRUCTION IN PROGRESS
EQUIPMENT

EQUIPMENT

ACC DEPR - BUILDINGS

ACC DEPR - BUILDINGS

ACC DEPR - IMPROVEMENTS

ACC DEPR - EUQIPMENT

CAPITAL OUTLAY CONTRA GEN GOV
CAPITAL OUTLAY CONTRA SERVCENTER
CAPITAL OUTLAY CONTRA PUBSAF
CAPITAL OUTLAY CONTRA STREETS
CAPITAL OUTLAY CONTRA CULREC
LAND

GASB 34 JE # 1009

To record CY Bond Activity

901-266-000
901-266-000
901-615-710
901-202-000
901-268-001
901-615-700
Total

GENERAL OBLIGATION BONDS
GENERAL OBLIGATION BONDS
INTEREST & AMORTIZATION EXPENSE
ACCRUED INTEREST PAYABLE
BONDS PAYABLE ST

PRINCIPAL RETIREMENT

GASB 34 JE #1010

4600.05
314,354.00
854,569.00
1,047,438.00
467,818.00
865,174.00
569,982.00
1,028,593.00
19,414.00
287,643.00
90,444.00
20,346.00
760,265.00
777,634.00
513,638.00
84,839.00
865,174.00
1,047,438.00
104,253.00
1,028,593.00
330,064.00
878,774.00
1,241,132.00
307,757.00
11,108.00
418,398.00
829,489.00
639,971.00
7,702,151.00 7,702,151.00
§300.05
520,000.00
415,000.00
43,519.00
43,519.00
415,000.00
520,000.00
978,519.00 978,519.00
§300.05
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To record CY Bond lssuance

901-300-710 DEBT ISSUANCE 7,735,000.00

901-300712 DEBRT ISSUANCE - PREMIUMS 442,775.00

901-266-000 GENERAL OBLIGATION BONDS 7,735,000.00

801-266-002 PREMIUM ON BOND ISSUANCE 442 775.00

Total 8,177,775.00 8,177,775.00
5200.05 (KeG)

To Record GT Compensated Absences

901-250-000 COMPENSATED ABSENSES 38,033.00

901-400-999 COMP ABS ADJUSTMENT GEN GOV 5,439.00

901-412-999 COMP ABS ADJUSTMENT ECOND 304.00

901-420-999 COMP ABS ADJUSTMENT SERVCENTER 570.00

901-525-999 COMP ABS ADJUSTMENT PUBSAF 21,793.00

901-575-999 COMP ABS ADJUSTMENT STREETS 3,575.00

901-578-999 COMP ABS ADJUSTMENT CULREC - 6,352.00

Total 38,033.00 38,033.00




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

In planning and performing our audit of the basic financial statements of the City of Freeport, Texas, (the “City™)
as of and for the year ended September 30, 2020, in accordance with auditing standards generally accepted in the
United States of America we considered the City’s internal control over financial reporting (internal control) as a
basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s internal
control over financial reporting.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was
not designed to identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses and therefore, significant deficiencies or material weaknesses may exist that have not been identified.
However, as discussed below, we identified certain deficiencies in internal contro] that we consider to be
significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on g timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control over financial reporting, such that there is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A reasonable
possibility exists when the likelihood of an event occurring is either reasonably possible or probable as defined as

follows:

with governance. Sec the attached Schedule of Findings and Responses for the deficiencies in the City’s internal
control that are considered to be significant deficiencies.

None of the identified significant deficiencies are considered to be material weaknesses.

Houston, Texas
April 6, 2021

® Nexia

International
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L Financial Statement Findings

Significant Deficiencies

Finding 2018-011 Cash Collection — Reconciliation Cash from Off-

II. Status of Prior Year Findings and Questioned Costs

Finding:
Finding 2018-011 - Cash Collection from
Off-site location
Partially
developing
locations on
formal cash

Estimated Completion Date: M
remediated by September 30,202

site Locations

Corrective Action Taken:
=S LLUVE Action Taken:

anagement expects to have this
L.



April 13, 2021

To the Honorable Mayor, Members of
City Council and City Administrator
City of Freeport, Texas

Accounting principles generally accepted in the United States of America require that required supplementary
information (RSI) be presented to supplement the basic financia] 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. As part of our engagement, we will apply certain limited procedures to the RSIin
accordance with auditing standards generally accepted in the United States of America. These limited procedures
will consist primarily of inquiries of management regarding their methods of measurement and presentation, and
comparing the information for consistency with management’s responses to our inquiries. We will not eXpress an

1) Management’s discussion and analysis
2) Budgetary comparison information
3) Required pension supplementary information
4) Required other post-employment benefit supplementary information
Supplementary information other than RSI will accompany the City’s basic financial statements. We will subject
the following supplementary information to the auditing procedures applied in our audit of the basic financial
nts and perform i

certain additional procedures, including comparing and reconciling the supplementary
information to the underlying accounting and other records used to prepare the financial statements or to the

1) Combining and individual fund statements and schedules

== A member of

Q) Nexia

international



To the Honorable Mayor, Members of
City Council and City Administrator
Page 2

Also, the document we submit to you will include the following other additional information that will not be
subjected to the auditing procedures applied in our audit of the financial statements:

1) Introductory section
2) Statistical section

The Objective of an Audit

The objective of our audit is the expression of opinions as to whether your basic financial statements are fairly
presented, in all material respects, in accordance with generally accepted accounting principles and to report on the
fairness of the supplementary information referred to in the second paragraph when considered in relation to the
financial statements as a whole. Our audit will be conducted in accordance with auditing standards generally
accepted in the United States of America and will include tests of the accounting records and other procedures we
consider necessary to enable us to express such opinions. We cannot provide assurance that unmodified opinions
will be expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add emphasis-
of-matter or other-matter paragraphs. If our opinions on the financial statements are other than unmodified, we will
discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are unable to
form or have not formed opinions, we may decline to €Xpress opinions or to issue a report as a result of this
engagement.

General Audit Procedures

We will conduct our audit in accordance with auditing standards generally accepted in the United States of America
(U.S. GAAS). Those standards require that we plan and perform the audit to obtain reasonable assurance about

Internal Control Audit Procedures
Because of the inherent limitations of an audit, together with the inherent limitations of internal control, an

unavoidable risk that some material misstatements may not be detected exists, even though the audit is properly
planned and performed in accordance with U.S. GAAS.

communicate fo you in writing concerning any significant deficiencies or material weaknesses in internal control
relevant to the audit of the financial statements that we have identified during the audit.

Compliance with Laws and Regulations



To the Honorable Mayor, Members of
City Council and City Administrator
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Management Responsibilities

Our audit will be conducted on the basis that management and, when appropriate, those charged with governance
acknowledge and understand that they have responsibility;

a. For the preparation and fajr presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America;

b.  For the design, implementation, and maintenance of internal contro] relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to error,
fraudulent financial reporting, misappropriation of assets, or violations of laws, governmental regulations,
grant agreements, or contractual agreements; and

¢. To provide us with:

L Access to all information of which management is aware that is relevant to the preparation and fair

d. For mcluding the auditor’s report in any document containing financial statements that indicates that such
financial statements have been audited by the City’s auditor;

¢. Foridentifying and ensuring that the City complies with the laws and regulations applicable to its activities;
and

f. For adjusting the financial statements to correct material misstatements and confirming to us in the
management representation letter that the effects of any uncorrected misstatements aggregated by us during
the current engagement and pertaining to the current year period(s) under audit are immaterial, both
mdividually and in the aggregate, to the financial statements as a whole.

As part of our audit process, we will request from management and, when appropriate, those charged with
governance, written confirmation concerning representations made to us in connection with the audit.

We understand that your employees will prepare all confirmations we request and will locate any documents or
support for any other transactions we select for testing.

If you intend to publish or otherwise reproduce the financial statements and make reference to our firm, you agree
to provide us with printers’ proofs or masters for our review and approval before printing. You also agree to provide
us with a copy of the final reproduced material for our approval before it is distributed.
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Reporting

expressed. Circumstances may arise in which it is necessary for us to modify our opinions, add an emphasis-of-
matter or other-matter paragraph(s), or withdraw from the engagement.

Timing and Fees
The timing of our audit will be scheduled for performance and completion as follows:
Document internal control and preliminary tests July 2021

Perform year-end internal control testing and substantive audit January 2021
procedures

Issue andit report March 2021

Christopher Breaux, CPA is the engagement partner for the audit services specified in this letter. His responsibilities
include supervising Whitley Penn, LLP’s services performed as part of this engagement and signing or authorizing
another qualified firm representative to sign the audit report.

Our fee for the audit services will be based on the amount of time required and the difficulty of the work involved
which we estimate to be $45,000.

Our invoices for these fees will be rendered each month as work progresses and are payable on presentation and
payment is due in Brazoria County. You agree to bay reasonable attorney fees and collection costs incurred relating
to collection of fees for services performed under the terms of this engagement. In accordance with Whitley Penn,
LLP policy, work may be suspended if Your account becomes 30 days or more past due and will not resume until
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We would like to make the following comments regarding the fee estimates:

2) The City’s personnel is responsible for the preparation of all items requested in the Prepared by Client
(“PBC™) listing and received by the date requested. Any delays caused by not preparing the items when
requested may result in additional fees, as well as the possibility of postponing our fieldwork. The PBC
listing will be pravided to you during the planning process of the engagement.

3) Time incurred for audit adjustments identified during our audit and the related additional testing required

To ensure that Whitley Penn, LLP’s independence is not impaired under the AICPA Code of Professional Conduct,
You agree to inform the engagement partner before entering into any substantive employment discussions with any
of our personnel.

Other Matters
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The audit documentation for this engagement is the property of Whitley Penn, LLP and constitutes confidential
information. However, we may be requested to make certain audit documentation available to various regulators
bursuant to authority given to it by law or regulation, or to peer reviewers. If requested, access to such audit
documentation will be provided under the supervision Whitley Penn, LLP’s personnel. Furthermore, upon request,
We may provide copies of selected audit documentation to the applicable regulator. The regulator may intend, or
decide, to distribute the copies of information contained therein to others, mcluding other governmental agencies,
We agree to retain our audit documentation or work papers for a period of at least five years from the date of our

the results of the services performed; and () establishing and maintaining internal controls, including monitoring
ongoing activities. Nonattest services include the preparation of the financial statements based on the City-provided
trial balance and assistance with government-wide Journal entries based on City-provided documentation.

At the conclusion of our audit engagement, we will communicate to those charged with governance the following
significant findings from the audit:

Our view about the qualitative aspects of the City’s significant accounting practices;
Significant difficulties, if any, encountered during the audit;
Uncorrected misstatements, other than those we believe are trivial, if any;
Disagreements with management, if any;,
Other findings or issues, if any, arising from the andit that are, in our professional Judgment, significant and
relevant to those charged with governance regarding their oversight of the financial reporting process;
* Material, corrected misstatements that were brought to the attention of management as a result of our audit
procedures;
® Representations we requested from management;
Management’s consultations with other accountants, if any; and
¢  Significant issues, if any, arising from the audit that were discussed, or the subject of correspondence, with
management.
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vour staff,

Respectfully,

Wh iHe gaf L¢P

***************************************************************

RESPONSE:
This letter correctly sets forth our understanding.

Acknowledged and agreed on behalf of City of Freeport, Texas by:

Management Signature:
e S e N

Title:

Date:

Govemance Signature:
e .

Title:
Date:
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L) OlsenThielen & Co, Ltd,

TPAL ANY ADYIYIGRS

Report on the Firm's System of Quality Control

July 19, 2018

To the Partners of Whitley Penn LLP and
the National Peer Review Commiittee.

We have reviewed the system of quality controf for the accounting and auditing practice of Whitley
Penn LLP (the firm} applicable to engagements not subject to PCAOB pemanent inspection in effect
for the year ended April 30, 2018. Our peer review was conducted in accordance with the Standards
for Performing and Reporting on Peer Reviews established by the Peer Review Board of the American
Institute of Certified Pubiic Accountants {Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System
Review as described in the Standards may be found at www.aicpa.orglprsummary. The summary
also includes an explanation of how engagements idenlified as not performed or reported in
conformity with applicable professional standards, if any, are evaluated by a peer reviewer to
determine a peer review rating.

Firm's Responsibility

standards in all materiai respects. The fim is also responsible for evaluating actions to promptly
remediate engagements deemed as not performed or reported in conformity with professional
standards, when appropriate, and for remediating weaknesses in its system of quality control, if any.
Peer Reviewer's Responsibility

Our responsibility is to ©Xpress an opinion on the design of the system of quality controf and the firm's
compliance therewith based on our review,

Required Selections and Considerations

As a part of our peer review, we considered reviews by regulatory entities as communicated by the
firm, if applicable, in determining the nature and extent of our proceduyres,

Opinion

ble
ed Apnl 30, 2018, has been suitably designed and complied with to provide the fim with
reasonable assurance of performing and feporting in conformity with applicable professional
standards in all material respects. Firms can receive 3 rating of pass, pass vath deficiency(ies) or fail,
Whitley Penn LLP has received a peer review rating of pass.
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