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INDEPENDENT AUDITOR’S REPORT 

To the Town Council  
Town of Lakeside, Texas 

Opinion on the Financial Statements 

We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund of the Town of Lakeside (the “Town”) as of and for the year ended September 30, 2022, and 
the related notes to the financial statements, which collectively comprise the Town’s basic financial 
statements as listed in the table of contents.  

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, and each major 
fund of the Town as of September 30, 2022, and the respective changes in financial position and cash 
flows  at September 30, 2022, and the results of its operations and its cash flows for the year then ended 
in conformity with accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities 
for the Audit of the Financial Statements section of our report. We are required to be independent of the 
Town and to meet our other ethical responsibilities in accordance with the relevant ethical requirements 
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

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

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about The Town’s ability to continue as a 
going concern within one year after the date that the financial statements are available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but not absolute assurance, and 
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing 
standards in the United States of America will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
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error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. Misstatements are considered material if, there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on 
the financial statements. 

In performing an audit in accordance with generally accepted auditing standards in the United States of 
America, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit.

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

 Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Town’s internal control. Accordingly, no such opinion is
expressed.

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

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

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

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the budgetary 
comparison information, pension system and other post-employment benefit supplementary information 
be presented to supplement the basic financial statements. Such information, although not a part of the 
basic financial statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing 
the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 



Other Information 

Management has not presented the Management’s Discussion and Analysis that accounting principles 
generally accepted in the United States of America requires to be presented to supplement the basic 
financial statements. Such missing 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 appropriate operational, economic or 
historical context. Our opinion on the basic financial statements is not affected by this missing 
information. 

Hagen, Sharp & Company, PLLC 
Arlington, Texas 
December 27, 2022 



Town of Lakeside, Texas
Government-Wide Statement of Net Position

September 30, 2022

Primary Government
Governmental Business-Type

Activities Activities Total

ASSETS
Cash and cash-like investments 1,608,079$        614,844$           2,222,923$        
Property taxes receivable, net of

allowance for uncollectibles - - - 
Accounts receivable 11,270               89,174               100,444             
Restricted assets:

Customer deposits - 52,590 52,590               
Capital assets:

Land 21,474               136,275 157,749             
Building 835,919             65,519 901,438             
Furniture and equipment 463,600             471,520 935,120             
Water system - 5,011,264 5,011,264          
Sewer system - 511,808 511,808             
Less: accumulated depreciation (586,005)            (2,309,598) (2,895,603)         

TOTAL ASSETS 2,354,337$        4,643,396$        6,997,733$        

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources for pensions - - - 
Deferred outflows of resources for OPEB 25 9 34 

TOTAL DEFERRED OUTFLOWS OF RESOURCES 25 9 34 

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Government-Wide Statement of Net Position

September 30, 2022

Primary Government
Governmental Business-Type

Activities Activities Total

LIABILITIES
Accounts payable 59,424$             20,727$             80,151$             
Accrued liabilities 68,203               9,780 77,983               
Payable from restricted assets:

Customer deposits - 52,590 52,590               
Non-current liabilities:

Due within one year:
    Long-term debt - 125,000 125,000             
Due in more than one year:
    Long-term debt - 1,535,000 1,535,000          
    Net pension liability 108,057             45,411               153,468             
    OPEB liability 34,472               14,487               48,959               

TOTAL LIABILITIES 270,156             1,802,995          2,073,151          

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources for pensions 13,602               5,716 19,318               
Deferred inflows of resources for OPEB - - - 

TOTAL DEFERRED INFLOWS OF RESOURCES 13,602               5,716 19,318               

NET POSITION
Invested in capital assets , 
      net of related debt 734,988             2,226,788          2,961,776          
Unrestricted 1,335,616          607,906             1,943,522          

TOTAL NET POSITION 2,070,604$        2,834,694$        4,905,298$        

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Government-Wide Statement of Activities
For the Year Ended September 30, 2022

Program Revenues
Fees, Fines and Operating 

Charges for Grants and
Program Activities Expenses Services Contributions

GOVERNMENTAL ACTIVITIES
General and administrative 717,855$         24,575$           -$  
Corporation court 173,054           - - 
Public works 24,211             - - 
Police department 863,804           315,549           - 

TOTAL GOVERNMENTAL
ACTIVITIES 1,778,924        340,124           - 

BUSINESS-TYPE ACTIVITIES
Water, sewer and sanitation 958,595           1,063,880        - 
Interest on long-term debt 60,320             - - 

TOTAL BUSINESS-TYPE
ACTIVITIES 1,018,915        1,063,880        - 

TOTAL GOVERNMENT 2,797,839$      1,404,004$      -$  

GENERAL REVENUES
Property taxes
Franchise taxes
Sales taxes
Interest
Other

TOTAL GENERAL REVENUES

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR, AS RESTATED 

NET POSITION, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue
Capital and Changes in Net Assets

Grants and Governmental Business-Type
Contributions Activities Activities Total

-$  (693,280)$          -$  (693,280)$          
- (173,054) - (173,054) 
- (24,211) - (24,211) 
- (548,255) - (548,255) 

- (1,438,800) - (1,438,800) 

- - 105,285             105,285             
- - (60,320)              (60,320)              

- - 44,965               44,965               

-$  (1,438,800) 44,965               (1,393,835)         

703,007             - 703,007 
76,315               - 76,315 

231,535             - 231,535 
12,756               2 12,758               

278,306             - 278,306 

1,301,919          2 1,301,921          

(136,881)            44,967               (91,914)              

2,207,485          2,789,727          4,997,212          

2,070,604$        2,834,694$        4,905,298$        



Town of Lakeside, Texas
Balance Sheet

Governmental Funds
September 30, 2022

Total 
General Governmental

Fund Funds

ASSETS
Cash and cash-like investments 1,608,079$        1,608,079$        
Property taxes receivable, net

of allowance for uncollectibles - - 
Accounts receivable    11,270 11,270 

TOTAL ASSETS 1,619,349$        1,619,349$        

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable 59,424$            59,424$            
Accrued liabilities 68,203 68,203 

TOTAL LIABILITIES 127,627 127,627 

FUND BALANCES
Unassigned 1,491,722          1,491,722          

TOTAL FUND BALANCES 1,491,722          1,491,722          

TOTAL LIABILITIES AND
FUND BALANCES 1,619,349$        1,619,349$        

The accompanying notes are an integral part of these financial statements.
-7-



Town of Lakeside, Texas
Reconciliation of the Governmental Funds Balance Sheet to

Government-Wide Statement of Net Position
September 30, 2022

Total fund balance per governmental funds balance sheet 1,491,722$        

734,988             

Deferred inflows and outflows related to pension activities (13,602)              
25 

Deferred inflows and outflows related to OPEB activities - 

Net pension liability (108,057)        
Total OPEB liability     (34,472)

(142,529)            

Total net position of governmental activities 2,070,604$        

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

Capital assets used in governmental activities are not current financial 
resources and therefore are not reported in the governmental funds 
balance sheet

Long-term liabilities are not due and payable in the current period 
and, therefore, are not reported in the governmental funds Balance 
Sheet but are included in the governmental activities of the Statement 
of Net Position

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended September 30, 2022

Total
General Governmental

Fund Funds
REVENUES

Property taxes 703,007$           703,007$           
Franchise taxes 76,315 76,315 
Sales taxes 231,535 231,535 
Fines and service fees 315,549 315,549 
Permits and inspections 24,575 24,575 
Interest 12,756 12,756 
Other 278,306 278,306 

TOTAL REVENUES 1,642,043          1,642,043          

EXPENDITURES
General and administrative 810,016 810,016 
Corporation court 173,054 173,054 
Public works 24,211 24,211 
Police department 841,713 841,713 

TOTAL EXPENDITURES 1,848,994          1,848,994          

Excess (deficiency) of revenues
  over (under) expenditures (206,951) (206,951) 

NET CHANGE IN FUND BALANCES (206,951) (206,951) 

FUND BALANCE, 
BEGINNING OF YEAR 1,698,673          1,698,673          

FUND BALANCE, 
END OF YEAR 1,491,722$        1,491,722$        

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balance of Governmental Funds
to the Statement of Activities

For the Year Ended September 30, 2022

Net change in fund balance - total governmental funds (206,951)$          

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

114,176             

(56,027)              

Net pension obligation 18,575               
OPEB obligation (6,654)                

Change in net position of governmental activities (136,881)$          

Governmental funds report capital outlay as expenditures. 
However, in the government-wide statement of activities and 
changes in net assets, the cost of those assets is allocated over their 
estimated useful lives as depreciation expense. This is the amount 
of capital assets recorded in the current period.

Depreciation on capital assets is reported in the government-wide 
statement of activities and changes in net assets, but does not 
require the use of current financial resources. Therefore, 
depreciation is not reported as an expenditure in governmental 
funds.

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

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Statement of Net Position

Proprietary Funds
September 30, 2022

Business-Type Activities
Enterprise Funds

Water, Sewer
and Sanitation Total

ASSETS

CURRENT ASSETS
Cash and cash-like investments 614,844$           614,844$           
Accounts receivable 89,174               89,174               

TOTAL CURRENT ASSETS 704,018             704,018             

NON-CURRENT ASSETS
Restricted Assets

Customer deposits 52,590               52,590               
TOTAL NON-CURRENT ASSETS 52,590               52,590               

CAPITAL ASSETS
Land 136,275             136,275             
Building 65,519               65,519               
Furniture and equipment 471,520             471,520             
Water system 5,011,264          5,011,264          
Sewer system 511,808             511,808             

6,196,386          6,196,386          
Less:  accumulated depreciation (2,309,598)         (2,309,598)         

TOTAL CAPITAL ASSETS, NET 3,886,788          3,886,788          

TOTAL ASSETS 4,643,396$        4,643,396$        

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources for pensions - - 
Deferred outflows of resources for OPEB 9 9 

TOTAL DEFERRED OUTFLOWS OF RESOURCES 9 9 

The accompanying notes are an integral part of theses financial statements.
-11-



Town of Lakeside, Texas
Statement of Net Position

Proprietary Funds
September 30, 2022

Business-Type Activities
Enterprise Funds

Water, Sewer
and Sanitation Total

LIABILITIES

CURRENT LIABILITIES
Accounts payable 20,727$             20,727$             
Accrued liabilities 9,780 9,780 
Bonds payable-current portion 125,000             125,000             

TOTAL CURRENT LIABILITIES 155,507             155,507             

CURRENT LIABILITIES DUE
FROM RESTRICTED ASSETS

Customer deposits 52,590               52,590               
TOTAL CURRENT LIABILITIES DUE

FROM RESTRICTED ASSETS 52,590               52,590               

NON-CURRENT LIABILITIES
Bonds payable-net 1,535,000          1,535,000          
Net pension liability 45,411               45,411               
OPEB liability 14,487               14,487               

TOTAL NON-CURRENT LIABILITIES 1,594,898          1,594,898          

TOTAL LIABILITIES 1,802,995          1,802,995          

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources for pensions 5,716 5,716 
Deferred inflows of resources for OPEB - - 

TOTAL DEFERRED INFLOWS OF RESOURCES 5,716 5,716 

NET POSITION

Invested in capital assets, net of related debt 2,226,788          2,226,788          
Unrestricted 607,906             607,906             

TOTAL NET POSITION 2,834,694$        2,834,694$        

The accompanying notes are an integral part of theses financial statements.
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Town of Lakeside, Texas
Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Funds
For the Year Ended September 30, 2022

Business-Type Activities
Enterprise Funds

Water, Sewer
and Sanitation Total

OPERATING REVENUES
Water sales 823,179$           823,179$           
Sewer sales 60,829               60,829               
Fees 13,678               13,678               
Sanitation services 139,596             139,596             
Penalties and services charges 13,830               13,830               
Other 12,768               12,768               

TOTAL OPERATING REVENUES 1,063,880          1,063,880          

OPERATING EXPENSES
Personnel services 431,710             431,710             
Supplies and materials 18,227               18,227               
Utilities and telephone 46,438               46,438               
Insurance 12,488               12,488               
Maintenance 87,278               87,278               
Other expenses 41,309               41,309               
Contractual services 142,834             142,834             
Engineering and professional services 14,000               14,000               
Depreciation 164,311             164,311             

TOTAL OPERATING EXPENSES 958,595             958,595             

INCOME FROM OPERATIONS 105,285             105,285             

NON-OPERATING REVENUE (EXPENSES)
Interest revenues 2 2 
Interest and fiscal charges (60,320)              (60,320)              

TOTAL NON-OPERATING EXPENSE (60,318)              (60,318)              

INCOME BEFORE TRANSFERS 44,967               44,967               

CHANGE IN NET POSITION 44,967               44,967               

NET POSITION, BEGINNING OF YEAR-AS RESTATED 2,789,727          2,789,727          

NET POSITION, END OF YEAR 2,834,694$        2,834,694$        

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Statement of Cash Flows

Proprietary Funds
For the Year Ended September 30, 2022

Business-Type Activities
Enterprise Funds

Water, Sewer
and Sanitation Total

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and other 1,077,969$        1,077,969$        
Cash paid to suppliers (356,183) (356,183) 
Cash paid to employees (471,907) (471,907) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 249,879 249,879 

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 2 2 
Purchase of property and equipment (35,103) (35,103) 

NET CASH USED BY INVESTING ACTIVITIES (35,101) (35,101) 

CASH FLOWS FROM CAPITAL AND 
RELATED FINANCING ACTIVITIES

Principal payments-bonds (120,000) (120,000) 
Interest and fiscal charges (60,320) (60,320) 

NET CASH USED FOR CAPITAL AND
RELATED FINANCING ACTIVITIES (180,320) (180,320) 

INCREASE IN CASH AND CASH EQUIVALENTS 34,458 34,458 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
(including $51,100 in restricted assets) 607,230 607,230 

CASH AND CASH EQUIVALENTS, END OF YEAR
(including $52,590 in restricted assets) 641,688$           641,688$           

The accompanying notes are an integral part of these financial statements.
-14-



Town of Lakeside, Texas
Statement of Cash Flows

Proprietary Funds
For the Year Ended September 30, 2022

Business-Type Activities
Enterprise Funds

Water, Sewer
and Sanitation Total

RECONCILIATION OF INCOME FROM OPERATIONS
TO NET CASH FROM OPERATING ACTIVITIES

INCOME FROM OPERATIONS 105,285$           105,285$           

ADJUSTMENTS TO RECONCILE INCOME FROM OPERATIONS
TO NET CASH FROM OPERATING ACTIVITIES

Depreciation 164,311 164,311 
Decrease in accounts receivable 12,599 12,599 
Increase in accounts payable 4,876 4,876 
Increase in accrued expenses 1,515 1,515 
Increase in customer deposit 1,490 1,490 
Decrease in net pension liability (47,266) (47,266) 
Increase in OPEB liability 1,503 1,503 
Increase in pension deferred inflows 6,378 6,378 
Decrease in OPEB deferred inflows (812) (812) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 249,879$           249,879$           

The accompanying notes are an integral part of these financial statements.
-15-



Town of Lakeside, Texas
Notes to Basic Financial Statements

-16-

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Lakeside, Texas (the “Town”) was formed as an incorporated town on March 10, 1958.  The 
Town is governed by an elected mayor and five-member council and provides the following services to 
the citizens of the Town: library, police department, water and sewer utilities, fire and ambulance, and 
general administration.

The financial statements of the Town have been prepared to conform to accounting principles generally 
accepted in the United States of America (“GAAP”) as applicable to state and local governments.  The 
Governmental Accounting Standards Board (“GASB”) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant accounting 
and reporting policies and practices used by the Town are described below.

A. Financial Statement Presentation

The basic financial statements are prepared in conformity with GAAP which requires the government-
wide financial statements to be prepared using the accrual basis of accounting and the economic resources 
measurement focus. Government-wide financial statements do not provide information by fund, but 
distinguish between the Town’s governmental activities and business-type activities. The Town’s 
statement of net position includes both non-current assets and non-current liabilities. The government-
wide statement of activities also reflects depreciation expense of the Town’s capital assets.

In addition to the government-wide financial statements, the Town has prepared fund financial statements, 
which use the modified accrual basis of accounting and the current financial resources measurement focus 
for governmental funds.  The accrual basis of accounting and the economic resources measurement focus 
is utilized by the pension trust fund.  Under this method, revenues are recorded when earned and expenses 
are recorded at the time liabilities are incurred.

B. Reporting Entity

The Town’s basic financial statements include the accounts of all Town operations.  GASB Statement No. 
61, The Financial Reporting Entity: Omnibus – an amendment of GASB Statements No. 14 and No. 34, 
defines component units as legally separate entities that meet any one of the following tests:

§ The organization is legally separate (can sue and be sued in their own name).
§ The Town holds the corporate powers of the organization.
§ The Town appoints a voting majority of the organization’s board.
§ The Town is able to impose its will on the organization.
§ The organization has the potential to impose a financial benefit/burden on the Town.
§ There is fiscal dependency by the organization on the Town.

Based on these criteria, the Town of Lakeside has no component units.



Town of Lakeside, Texas
Notes to Basic Financial Statements

-17-

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. 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 activities of the Town. 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 fees and charges for support.

The government-wide statement of activities demonstrates the degree to which the direct expenses of a 
functional category (general and administrative, police, etc.) are offset by program revenues. Direct 
expenses are those that are clearly identifiable with a specific function or segment.  Program revenues 
include: 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, 
or privileges provided by a given function or segment, 2) grants and contributions that are restricted to 
meeting the operational requirements of a particular function or segment and 3) grants and contributions 
that are restricted to meeting the capital requirements of a particular function or segment.  Taxes and other 
items not properly included among program revenues are reported instead as general revenues.  All 
franchise fees are based on gross receipts and are included in general revenues.  The net cost is normally 
covered by general revenue (property and sales taxes, franchise fees, interest income, etc.).

The Town segregates transactions related to certain functions or activities into separate funds in order to 
aid financial management and to demonstrate legal compliance. Separate statements are presented for 
governmental and proprietary activities.

Governmental funds are those funds through which most governmental functions typically are financed. 
The measurement focus of governmental funds is on the sources, uses and balance of current financial 
resources. The only governmental fund of the Town is the General Fund.  It accounts for all revenues and 
expenditures of the Town.

Proprietary funds are accounted for using the economic resources measurement focus and the accrual 
basis of accounting. The accounting objectives are determinations of net income, financial position and 
cash flow. All assets and liabilities are included on the Statement of Net Position. The only proprietary 
fund of the Town is the Water, Sewer and Sanitation Fund.  It is used to account for the provision of 
water, sewer and sanitation services to the residents of the Town. Activities of the fund include 
administration, operations and maintenance of the water and sewer system and billing and collection 
activities. The fund distinguishes 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 ongoing operations. Operating expenses include the cost of personal and contractual 
services, supplies and depreciation on capital assets. All other revenues and expenses are reported as non-
operating revenues and expenses. 

The government-wide focus is more on the sustainability of the Town as an entity and the change in 
aggregate financial position resulting from the activities of the fiscal period. The focus of the fund 
financial statements is on the major individual funds. Each presentation provides valuable information that 
can be analyzed and compared to enhance the usefulness of the information.
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Notes to Basic Financial Statements
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Measurement Focus and Basis of Accounting

The government-wide statements and financial statements for proprietary funds are reported using the 
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash 
flows.  Property taxes are recognized as revenues in the year for which they are levied.  However, the 
Town has established an allowance for delinquent taxes equivalent to 100 percent of uncollected property 
taxes. As of September 30, 2022, there was $9,712 in levied delinquent property taxes that were fully 
reserved.  Gross receipts of taxes, licenses, and charges for services, fines and other revenues are recorded 
as revenue when received as they are generally not measurable until received.

Governmental fund financial statements are reported using the current financial resources measurement 
focus and are accounted for using the modified accrual basis of accounting.  Revenues are recognized as 
soon as they are both measurable and available.  Revenues are considered to be available when they are 
collected within the current period or soon enough thereafter to pay liabilities of the current period.  For 
this purpose, the Town considers revenues to be available if they are collected within 60 days of the end 
of the current fiscal period. Expenditures are recorded when a liability is incurred, as under accrual 
accounting.

E. Budgetary Data

Budgets are adopted on a basis consistent with GAAP.  Annual appropriated budgets are adopted for the 
General Fund.  All annual unencumbered appropriations lapse at fiscal year end.

The Statement of Revenues, Expenditures and Changes in Fund Balances – Budget and Actual – General 
Fund presents a comparison of budgetary data to actual results. The General Fund utilizes the same basis 
of accounting for both budgetary purposes and actual results.

F. Capital Assets

Capital assets include property, plant, equipment and infrastructure assets and are defined by the Town as 
assets with an initial, individual cost of more than $2,500 and an estimated useful life in excess of one 
year.  Capital assets are reported in the governmental activities column in the government-wide financial 
statements. All capital assets are valued at historical cost or estimated historical cost if actual historical is 
not available. Donated assets are valued at their fair market value on the date donated. Repairs and 
maintenance are recorded as expenses. Renewals and betterments are capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are constructed.  There is no 
capitalized interest associated with capital acquisitions for the year ended September 30, 2022.

The Town has elected to account for infrastructure assets on a prospective basis beginning October 1, 
2003. Depreciation has been calculated on each class of depreciable property using the straight-line 
method. Estimated useful lives for buildings and water and sewer system and equipment are 20 to 40 and 
5 to 10 years, respectively.
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Capital asset activity for the year ended September 30, 2022, was as follows:

Governmental Activities:

Balance
10/1/2021 Additions Deletions

Balance
9/30/2022

Capital Assets:
Land $  21,474 $ - $ - $  21,474
Building 736,243  99,676 - 835,919
Furniture & equipment 449,100  14,500 - 463,600

$  1,206,817 $  114,176 $ - $  1,320,993
Accumulated 
Depreciation:
Building $ (207,829) $ (17,296) $ - $ (225,125)
Furniture & equipment (322,149) (38,731) - (360,880)

$ (529,978) $ (56,027) $ - $ (586,005)

Governmental Activities 
Net Capital Assets $  676,839 $  58,149 $ - $  734,988

Business-Type Activities (Water, Sewer and Sanitation Fund):

Balance
10/1/2021 Additions Deletions

Balance
9/30/2022

Capital Assets:
Land $  136,275 $ - $ - $  136,275
Building  65,519 - -  65,519
Furniture & equipment  471,520 - -  471,520
Water & sewer system  5,487,969  35,103 - 5,523,072

$  6,161,283 $  35,103       $ - $  6,196,386
Accumulated 
Depreciation:
Building $ (23,442) $ (3,276) $ - $ (26,718)
Furniture & equipment (341,256) (37,883) - (379,139)
Water & sewer system (1,780,589) (123,152) - (1,903,741)

$ (2,145,287) $ (164,311) $ - $ (2,309,598)

Business-Type Activities
Net Capital Assets $  4,015,996 $  (129,208) $ - $  3,886,788
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Depreciation was charged to programs as follows:

Governmental Activities:

General and administrative $ 19,436
Police department 36,591

$ 56,027

Business-Type Activities:

Water, sewer and sanitation $ 164,311
$ 164,311

G. Fund Balance

Governmental fund balances classified as nonspendable are amounts that are not in spendable form or are 
required to be maintained intact. Fund balances classified as restricted are balances with constraints 
placed on the use of resources by creditors, grantors, contributors, or laws or regulations of other 
governments. Fund balances classified as committed can only be used for specific purposes pursuant to 
constraints imposed by the Town Council through an ordinance or resolution. Assigned fund balances are 
constrained by the intent to be used for specific purposes, neither restricted nor committed. Assignments 
are made by Town management based on Council direction. Unassigned fund balances are amounts that 
are available for any purpose.

H. Net Position

Net position represents the difference between assets and liabilities. Net position invested in capital 
assets, net of related debt, consist of capital assets net of accumulated depreciation, reduced by the 
outstanding balances of any borrowing used for the acquisition, construction or improvements of those 
assets, and adding back unspent proceeds. Net position is reported as restricted or committed when there 
are limitations imposed on their use either through the enabling legislations adopted by the Town or 
through external restrictions imposed by creditors, grantors or laws or regulations of other governments.

I. Cash and Cash-Like Investments

For purposes of the statement of cash flows, the Water, Sewer and Sanitation Fund and in all other 
financial statements of financial position consider all short-term investments with a maturity of three 
months or less at the date of acquisition, plus net proceeds from bond sales to be cash equivalents.

J. Restricted Assets

Restricted assets in the Water, Sewer and Sanitation Fund include customer security deposits.
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K. Compensated Absences

The Town’s employees earn vacation leave for each year of work performed. The accrual rate increases 
with years of service to a maximum of four weeks after fifteen years of service. Employees earn 
compensatory time to the extent they work overtime. Accrued vacation leave and compensatory time is 
accrued when incurred in the financial statements. At September 30, 2022, accrued compensated absences 
for the governmental fund and proprietary fund were $32,495 and $9,780, respectively.

L. Long-term Obligations

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

M. Pension Plan

The fiduciary net position of the Texas Municipal Retirement System (“TMRS”) has been determined 
using the flow of economic resources measurement focus and full accrual basis of accounting.  For 
purposes of measuring the net pension liability, this includes deferred outflows and inflows of resources 
related to pensions, pension expense, and information about assets, liabilities, and additions to/deductions 
from TMRS’s fiduciary net position.  Benefit payments, including refunds of employee contributions, are 
recognized when due and payable in accordance with the benefit terms.  Investments are reported at fair 
value.

N. Other-Post Employment Benefits (OPEB)

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

O. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position and/or balance sheet will sometimes report a 
separate section for deferred outflows of resources.  This separate financial statement element, deferred 
outflows of resources, represents a consumption of net position that applies to a future period(s) and so 
will not be recognized as an outflow of resources (expense/expenditure/reduction of liability) until then. 
The following items that qualify for reporting in this category.
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• Deferred outflows of resources for pension - Reported in the government wide financial statement
of net position, this deferred outflow results from pension plan contributions made after the
measurement date of the net pension liability and the results of 1) differences between projected
and actual earnings on pension plan investments; 2) changes in actuarial assumptions; 3)
differences between expected and actual actuarial experiences and 4) changes in the Town’s
proportional share of pension liabilities. The deferred outflows of resources related to pensions
resulting from Town contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the next fiscal year. The deferred outflows resulting from
differences between projected and actual earnings on pension plan investments will be amortized
over 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.

• Deferred outflows of resources for other post-employment benefits (“OPEB”) - Reported in the
government wide financial statement of net position, this deferred outflow results from OPEB
plan contributions made after the measurement date of the net OPEB liability and the results of 1)
differences between projected and actual earnings on OPEB plan investments and 2) changes in
the Town’s proportional share of OPEB liabilities. The deferred outflows of resources related to
OPEB resulting from Town contributions subsequent to the measurement date will be recognized
as a reduction of the net OPEB liability in the next fiscal year. The deferred outflows resulting
from differences between projected and actual earnings on OPEB 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.

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

• Deferred inflows of resources 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 accrual basis of accounting. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available.

• Deferred inflows of resources for pension – Reported in the government wide financial statement
of net position, these deferred inflows result primarily from 1) changes in actuarial assumptions;
2) differences between expected and actual actuarial experiences and 3) changes in the Town’s
proportional share of pension liabilities.  These pension related deferred inflows will be amortized
over the expected remaining service lives of all employees (active and inactive employees) that
are provided with pensions through the pension plan.
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• Deferred inflows of resources for other post-employment benefits (“OPEB”) – Reported in the
government wide financial statement of net position, these deferred inflows result primarily from
1) changes in actuarial assumptions and 2) differences between expected and actual actuarial
experiences. These OPEB related deferred inflows will be amortized over the expected remaining
service lives of all employees (active and inactive employees) that are provided with OPEB
through the plan.

P. Accounting Standards Updates

The GASB has issued the following statements which will be effective in future years as described below 
after the issuance in May 2022 of Statement No.95 of the Governmental Accounting Standard Board 
Postponement of the Effective Dates of Certain Authoritative Guidance. These date changes have been 
reflected in the Statements listed below and the Town has not yet determined the impact of implementing 
the new pronouncements.

Statement No. 87, Leases, which is effective for the Town beginning in fiscal years after June 15, 2022. 
The objective of this statement is to improve accounting and financial reporting for leases; enhancing the 
comparability of financial statements between governments; and also enhancing the relevance, reliability 
and consistency of information about the leasing activities of governments.

Statement No. 89, Accounting for Interest Costs Incurred before the End of a Construction Period, which 
is effective for the Town for reporting periods beginning after December 15, 2022. The objectives of this 
statement are (1) to enhance the relevance and comparability of information about capital assets and the 
cost of borrowing for a reporting period and (2) to simplify accounting for interest costs incurred before 
the end of a construction period.

Statement No, 91, Conduit Debt Obligations, which is effective for the Town’s reporting period beginning 
after December 15, 2022. The objectives of this statement are to provide a single method of reporting 
conduit debt obligations by issues and eliminate diversity in practice associated with (1) commitments 
extended by issuers, (2) arrangements associated with conduit debt obligations, and (3) related note 
disclosures.

Statement No. 97, Certain Unit Criteria, and Accounting and Financial Reporting for Internal Revenue 
Code Section 457 Deferred Compensation Plans – an Amendment of GASB Statements No. 14 and No. 84 
and a Suppression of GASB Statement No. 32, which is effective for the Town beginning in Fiscal Year
2022. The primary objectives of this Statement are to (1) increase consistency and comparability related to 
the reporting of fiduciary component units in circumstances in which a potential component unit does not 
have a governing board and the primary government performs the duties that a governing board typically 
would perform; (2) mitigate costs associated with the reporting of certain defined contribution pension
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P. Accounting Standards Updates, continued

plans, defined contribution other postemployment benefit (OPEB) plans and employee benefit plans other 
than pension plans or OPEB plans (other employee benefit plans) as fiduciary component units in
fiduciary fund financial statements; and (3) enhance the relevance, consistency, and comparability of the 
accounting and financial reporting for Internal Revenue Code (IRC) Section 457 deferred compensation 
plans (Section 457 plans) that meet the definition of a pension plan and for benefits provided through 
those plans.

2. CASH, CASH-LIKE INVESTMENTS AND INVESTMENTS

Deposits - At September 30, 2022, the carrying amount of the Town’s cash deposits was $2,274,468 (bank 
balance was $2,344,040).  The balance of cash on hand was $1,045.

Investments – State statutes and the Town’s Investment Policy govern the investments of the Town.  The 
Town is authorized to invest in obligations of the United States of America, its agencies or
instrumentalities, direct obligations of the State of Texas and agencies thereof, other obligations, the 
principal and interest of which are unconditionally guaranteed by the State of Texas and the United States 
of America, obligations of states, agencies thereof, counties, cities, and other political subdivision of any 
state, rated as to investment quality by a nationally recognized investment rating firm, and having received 
a rating of not less than A or its equivalent; certificates of deposit of state and national banks domiciled in 
Texas, guaranteed or insured by the FDIC, or its successor or are secured as to principal by obligations 
describe above; government pools rated AAA or AAAm or their equivalents, and other investment options 
which are more restricted than those allowed by State law. 

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

Fair Value

Weighted
Ave Maturity

(in days)
Credit
Risk

Investments
Local Gov’t Invest Pools $ 1,648,612  1              AAAm
Total Fair Value $ 1,648,612

Credit Risk.  In accordance with its investment policy, the Town minimizes credit risk by limiting 
investments to the safest type of investments.

Custodial Credit Risk.  State status require that all Town deposits in financial institutions be fully insured 
by the Federal Deposit Insurance Corporation, collateralized by U.S. Government obligations or 
obligations of Texas and its agencies that have a market value of not less than the principal amount of 
deposits, or by a Letter of Credit from a Federal Agency.

The Town’s investments in local government investment pools include investments in Logic.  These are 
public fund investment pools operating as SEC 2a-7 like pools in full compliance with the Public Funds 
Investment Act and are rated as AAA money market funds by Standard & Poor’s.
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3. PROPERTY TAXES

Property taxes are levied on October 1 on the assessed value listed as of the prior January 1 and are due 
and payable at that time.  All unpaid taxes attach as a lien on property as of January 1 and become 
enforceable February 1.  Penalty and interest is charged at 7 percent on delinquent taxes beginning 
February 1 and increases each month to 18 percent on July 1.

Appraised values are established by the Tarrant Appraisal District at 100 percent of estimated market 
value and certified by the Appraisal Review Board.  The assessed value for the tax roll of January 1, 2020, 
upon which the original levy for fiscal year 2022 was based, was $163,775,688.

In Texas, county-wide central appraisal districts are required to assess all property within the appraisal 
district on the basis of 100 percent of its appraised value and are prohibited from applying any assessment 
ratios. The value of property within the appraisal district must be reviewed every three years.  The Town
may challenge appraised values established by the appraisal district through various appeals, and, if 
necessary, legal action. Under this system, the Town sets tax rates on Town property. However, if the 
effective tax rate, excluding tax rates for bonds and other contractual obligations, adjusted for new 
improvements, exceeds the rate for the previous year by more than 8 percent, qualified voters of the Town
may petition for an election to determine whether to limit the tax rate to no more than 8 percent above the 
tax rate of the previous year.

Property tax revenues are recognized when levied to the extent that they result in current receivable 
available for financing current operations.  The Town has chosen to establish an allowance for delinquent 
taxes equal to 100 percent of uncollected ad valorem taxes. Current tax collections for the period ended 
September 30, 2022 were 97.0 percent of tax levy.

4. DEBT AND LIABILITIES

On November 14, 2013, the Town issued Revenue Certificates of Obligation, Series 2013 of $2,540,000
with interest rates of 2.0 to 3.125 percent with maturities on August 15 from 2014 through 2027. Interest 
on notes is due every February and August 15, beginning August 15, 2014. The Certificates were issued to 
construct a water line. Activity for the year ended September 30, 2022 was as follows:

Balance
10/1/2021 Additions Payments

Balance
9/30/2022

$ 1,780,000 $ - $ (120,000) $ 1,660,000

Future minimum payments on bond obligations are as follows:

Principal Interest Total
2023 $ 125,000 $ 57,175 $ 182,175
2024 125,000 53,894 178,894
2025 135,000 50,144 185,144
2026 140,000 46,094 186,094
2027 145,000 41,719 186,719
Thereafter 990,000 135,930 1,125,930

$ 1,660,000 $ 384,956 $ 2,044,956
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5. DEFINED BENEFIT PENSION PLAN

A. Plan Description

The Town provides pension benefits for all of its full-time employees through a nontraditional, joint 
contributory, hybrid defined benefit plan (the “Plan”). The Plan is administered by the Texas Municipal 
Retirement System.  TMRS’s defined benefit pension plan is an agency created by the State of Texas and 
administered in accordance with the Texas Municipal Retirement System Act, Subtitle G, Title 8, Texas 
Government Code (the “TMRS Act”) as an agent multiple-employer retirement and disability pension 
system for municipal employees in the State of Texas.  As such, TMRS is a public trust fund that has the 
responsibility of administering the System in accordance with the TMRS Act and bears a fiduciary 
obligation to its members and their beneficiaries.  The Texas Legislature establishes benefits and 
contribution rates within the guidelines of the Texas Constitution.  

The Pension Fund’s Board of Trustees does not have the authority to establish or amend benefit terms. 
Although the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is not 
fiscally dependent on the State of Texas.

As of December 31, 2021, pension plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefits 7
Inactive plan members entitled to but not yet receiving benefits 26
Active plan members 18

Total 51

B. Pension Plan Fiduciary Net Position

Detailed information about the TMRS’s fiduciary net position is available in a separately issued Annual 
Comprehensive Financial Report that includes financial statements and required supplementary 
information.  That report may be obtained from the TMRS website at www.tmrs.com.

C. Benefits Provided

Upon retirement, benefits depend on the sum of the employee’s contributions, with interest, and the 
Town-financed monetary credits, with interest. Town-financed monetary credits are composed of three 
sources: prior service credits, current service credits, and updated service credits. Prior Service Credit, 
granted by each entity joining TMRS, is a monetary credit equal to the accumulated value of the 
percentage of prior service credit adopted times an employee’s deposits that would have been made, based 
on the average salary prior to participation, for the number of months the employee has been employed, 
accruing 3% annual interest, and including the matching ratio adopted by the Town. Monetary credits for 
service since each plan began (or current service credits) are a percent (100%, 150%, or 200%) of the 
employee’s accumulated contributions. 

In addition, the Town may grant, either annually or on an annually repeating basis, another type of 
monetary credit referred to as updated service credit. This monetary credit is determined by hypothetically 
re-computing the member’s account balance by assuming that the current member deposit rate of the 
Town has always been in effect. The computation also assumes that the member’s salary has always been 
the member’s average salary using a salary calculation based on the 36-month period ending a year before 
the 
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effective date of calculation. This hypothetical account balance is increased by 3% each year (not the 
actual interest credited to the member’s account in previous years), and increased by the Town match
currently in effect. The resulting sum is then compared to the member’s actual account balance increased 
by the actual Town match and actual interest credited. 

At retirement, the benefit is calculated as if the sum of the employee’s contributions with interest and the 
Town financed monetary credits with interest were used to purchase an annuity. Members may choose to 
receive their retirement benefit in one of seven payment options: retiree life only; one of three survivor 
lifetime options; or one of three guaranteed term options. Employees can retire at age 60 and above with 5 
or more years of service or with 25 years of service regardless of age.  

D. Contributions

The contribution rate for employees of the Town is 5% of employee gross earnings and the Town’s 
matching percentage is 200%, as adopted by the governing body of the Town. Under the state law 
governing TMRS, the contribution rate is determined annually by the actuary, using the Entry Age Normal 
(“EAN”) actuarial cost method. 

Contributions are made monthly by both the employees and the Town. Since the Town must know its 
contribution rate in advance for budgetary purposes, there is a one-year delay between the actuarial 
valuation that serves as the basis for the contribution rate and the calendar year when the rate goes into 
effect. The Town made contributions totaling $99,831 in 2021, based on the December 31, 2021 actuarial 
valuation.

E. Actuarial Assumptions

The total pension liability in the December 31, 2020 actuarial valuation was determined using the 
following actuarial methods and assumptions:

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

Actuarial Cost method Entry Age Normal
Amortization method Level Percent of Payroll, Closed

Remaining amortization period 22.0 years
Asset valuation method 10-year smoothed market; 12% soft corridor
Actuarial assumptions:

 Investment rate of return 6.75%
Projected salary increases 3.50% to 11.5% including inflation
Includes inflation at 2.5%

Retirement Ages Experience-based table of rates that are specific to the Town’s 
plan of benefits.  Last updated for the 2019 valuation pursuant to 
an experience study of the period 2014-2018

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

Other Information:  There were no benefit changes during the year. 
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F. Discount Rate and Investments

The expected rate of return on pension plan investments is 6.75%; the municipal bond rate is 1.84% 
(based on the weekly rate closest to but not later than the measurement date of the 20-Year Bond Buyer 
Index as published by the Federal Reserve). A single discount rate of 6.75% was used to measure the total 
pension liability as of December 31, 2021. This single discount rate was based on the expected rate of 
return on pension plan investments of 6.75%. Based on the stated assumptions and the projection of cash 
flows, the Town’s fiduciary net position and future contributions were sufficient to finance the future 
benefit payments of the current plan members for all projection years. Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of the projected benefit payments to 
determine the total pension liability for the Town.

The projection of cash flows used to determine the single discount rate for the Town assumed that the 
funding policy adopted by the TMRS Board will remain in effect for all future years. Under this funding 
policy, the Town will finance the unfunded actuarial accrued liability over the years remaining for the 
closed period existing for each base in addition to the employer portion of all future benefit accruals (i.e. 
the employer normal cost). The long-term expected rate of return was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of 
pension plan investment expense and inflation) are developed for each major asset class.  

These ranges are combined to produce the long-term expected rate of return by weighting the expected 
future real rates of return by the target asset allocation percentage and by adding expected inflation of 
2.5%.  The target allocation and best estimates of arithmetic real rates of return for each major asset class 
are summarized in the following table:

Asset Class
Target Allocation

Long-term Expected
Real Rate of Return

Global Equity 30.0% 5.30%
Core Fixed Income 10.0% 1.25%
Non-Core Fixed Income 20.0% 4.14%
Real Return 10,0% 3.85%
Real Estate 10.0% 4.00%
Absolute Return 10.0% 3.48%
Private Equity 10.0% 7.75%

Total 100.0%

G. Discount Rate Sensitivity Analysis

The following schedule shows the impact of the Net Pension Liability if the discount rate used was 1% 
less than and 1% greater than the discount rate that was actually used (6.75%).

1% Decrease
5.75%

Discount Rate
6.75%

1% Increase
7.75%

Town’s proportionate share of the net 
pension plan liability $488,045 $153,468 $(121,540)
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H. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At September 30, 2022, the Town reported a liability of $153,468 for its proportionate share of the net 
pension liability.  The net pension liability was measured as of December 31,2021 and the total pension 
liability used to calculate the net pension liability was based on a projection of the Town’s long-term 
share of contributions to the pension plan relative to the projected contributions of all Pension Plan 
participants, actuarially determined.  At September 30, 2022, the Town’s proportion of the collective net
pension liability was 93.52%, which was a increase of 7.05% from its proportion measured as of 
September 30, 2021. For the year ended September 30, 2022, the Town recognized pension expense of 
$112,227.  Pension expense represents the change in the net pension liability during the measurement 
period, adjusted for actual contributions and the deferred recognition of changes in investment gain/loss, 
actuarial gain/loss, actuarial assumptions or method, and plan benefits. 

At September 30, 2022, the Town reported its proportionate share of the TMRS deferred outflows of 
resources and deferred inflows of resources related to pensions from the following sources:

Deferred (Inflows) 
Outflows

In Future Expense
Differences between expected and actual economic experience $(12,329)
Changes in actuarial assumptions -0-
Difference between projected and actual investment earnings  ( 92,969)

Total  $(105,298)

Deferred outflows of resources and deferred inflows of resources above represent the unamortized portion 
of changes to net pension liability to be recognized in future periods in a systematic and rational manner. 
The net amounts of the Town’s deferred outflows and inflows of resources related to pensions will be 
recognized in pension expense as follows:

Year ended September 30: Amount
2022  $(26,116)
2023  (53,348)
2024 (25,925)
2025 (23,240)
2026  -
Thereafter  -

$ (128,629)
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6. CORRECTION OF AN ERROR

During 2022, the Town discovered that employer contributions for pensions and supplement death 
benefits were not correctly included in the prior year’s calculation of deferred inflows and outflows of 
resources.  The Town’s has elected to treat this as a prior period adjustment. 

Ending Net Position at September 2021, as previously reported was $ 4,917,432. Net prior period 
adjustment is $ 79,780. Beginning net position as of October 1, 2021, as restated, is $4,997,212.

7. SUPPLEMENTAL DEATH BENEFITS

Plan Description

The Town contributes to the Supplemental Death Benefits Fund (“SDBF”). As such, the SDBF is 
considered to be a single-employer unfunded OPEB plan (and not a cost sharing plan) with benefit 
payments treated as being equal to the Town’s yearly contributions for retirees. The applicable discount 
rate for an unfunded OPEB is based on an index of tax exempt 20-year municipal bond rates rated as AA 
or higher. The Town elected, by ordinance, to provide group-term life insurance coverage to both current 
and retired employees. The Town may terminate coverage under and discontinue participation in the 
SDBF by adopting an ordinance before November 1 of any year to be effective the following January 1.   

Benefits Provided

The death benefit for active employees provides a lump-sum payment approximately equal to the 
employee’s annual salary (calculated based on the employee’s actual earnings, for the 12-month period 
preceding the month of death); retired employees are insured for $7,500; this coverage is another post-
employment benefit (OPEB). As the SDBF covers both active and retiree participants, with no segregation 
of assets, the SDBF is considered to be an unfunded OPEB plan (i.e. no assets are accumulated). 

Membership in the plan as of the measurement date of December 31, 2022 was as follows:

Inactive employees or beneficiaries currently receiving benefits 5
Inactive employees entitled to but not yet receiving benefits 3
Number of active employees receiving benefits 18

 Total 26

Contributions

Contributions are made monthly based on the covered payroll of employee members of the participating 
member Town. The contractually required contribution rate is determined annually for each town 
(currently 0.31% of covered payroll). The rate is based on the mortality and service experience of all 
employees covered by the SDBF and the demographics specific to the workforce of the town. There is a 
one-year delay between the actuarial valuation that serves as the basis for the employer contribution rate 
and the calendar year when the rate goes into effect. The funding policy of this plan is to assure that 
adequate resources are available to meet all death benefit payments for the upcoming year; the intent is 
not to prefund retiree term life insurance during employees’ entire careers. As such, contributions are 
utilized to fund active member deaths on a pay-as-you-go basis; any excess contributions and investment 
income over payments then become net position available for benefits.
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7. SUPPLEMENTAL DEATH BENEFITS (CONTINUED)

The Town’s contributions to SDBF for the years ended September 30, 2022, 2021, 2020, 2019, 2018 were 
$3,065 $2,236, $3,110, $2,074, $1,848, respectively, which equaled 100% of the required employer 
contributions each year.

Discount Rate

The TMRS SDBF program is treated as unfunded OPEB plan because the SDBF trust covers both active 
employees and retirees and the assets are not segregated for these groups. Under GASB Statement No. 75, 
the discount rate for an unfunded OPEB plan should be based on 20-year tax-exempt AA or higher 

Municipal Bonds. Therefore, a discount rate of 2.00% based on the Fidelity Index’s “20-Year Municipal 
GO AA Index” rate as of December 31, 2021. 

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, 2022, those percentages were 70% and 30%,
respectively, which approximated the prior year’s allocations. 

Changes in the Total OPEB Liability:

Balance at December 31, 2020 $ 40,234
Changes for the year:
 Service cost 9,425
 Interest on Total OPEB Liability 891
 Difference between expected and actual experience  (2,128)
 Changes in assumptions or other inputs 1,362
 Benefit payments  (824)

Net changes 8,726
Balance at December 31, 2021 $ 48,960

Ending total OPEB liability is as of December 31, 2021. Changes of assumptions reflect a change in the 
discount rate from 2.75% as of December 31, 2020 to 2.00% as of December 31, 2021.

Sensitivity Analysis

The following presents the total OPEB liability of the employer, calculated using the discount rate of 
1.84%, as well as what the Town’s total OPEB liability would be if it were calculated using a discount 
rate that is 1 percentage point lower (.84%) or 1 percentage point higher (2.84%) 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
.84%

Current
1.84%

1% Increase
2.84%

Town’s Net OPEB Liability $ 58,998 $ 48,960 $ 41,140
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7. SUPPLEMENTAL DEATH BENEFITS (CONTINUED)

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

For the year ended September 30, 2022, the Town recognized OPEB expense of $9,456.

As of September 30, 2022, the Town reported deferred (inflows) outflows of resources related to OPEB 
from the following sources:

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

Difference in expected and actual experience - $(9,750)
Change in assumptions  $7,357 -

 Total  $7,357  $(9,750)

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

Year ended 
September 30: Amount

2022 $ (965)
2023 (877)
2024 (240)
2025 (260)
2026 (51)

Thereafter -
Total $ (2,393)

8. CONTINGENCIES AND UNCERTAINTIES

From time to time, the Town is involved in routine litigation that arises in the ordinary course of the 
Town’s business. There are no pending significant legal proceedings to which the Town is a party for 
which management believes the ultimate outcome would have a material adverse effect on the Town’s 
financial position. 

The COVID-19 outbreak continues as of the date of this report. There are many uncertainties related to 
the COVID-19 global pandemic that could negatively affect the Town’s financial condition, liquidity, and
future results of operations. The duration of any business disruption due to COVID-19 and any related 
financial impact cannot be reasonably estimated at the date the financial statements were available for
issuance.

9. SUBSEQUENT EVENTS

The Town has evaluated subsequent events from September 30, 2022 through the report date. 
Management has determined that there are no other events to disclose.
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Town of Lakeside, Texas
General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual

For the Year Ended September 30, 2022    

Variance
Budgeted Amounts favorable

Original Final Actual (unfavorable)
REVENUES

Property taxes 691,352$       691,352$       703,007$       11,655$         
Franchise taxes 110,000         110,000         76,315           (33,685)          
Sales taxes 317,694         315,042         231,535         (83,507)          
Fines and service fees 250,000         250,000         315,549         65,549 
Permits, plats and inspections 20,250           20,250           24,575           4,325 
Interest - - 12,756           12,756 
Other 29,550           29,550           278,306         248,756 

TOTAL REVENUES 1,418,846      1,416,194      1,642,043      225,849 

EXPENDITURES
General and administrative 1,128,156      1,128,156      810,016         318,140 
Corporation court 196,198         197,576         173,054         24,522 
Public works 67,000           67,000           24,211           42,789 
Police department 978,655         978,655         841,713         136,942 

TOTAL EXPENDITURES 2,370,009      2,371,387      1,848,994      522,393 

Excess (deficiency) of revenues
over (under) expenditures (951,163)$     (955,193)$     (206,951) 748,242$       

NET CHANGE IN FUND BALANCES (206,951) 

FUND BALANCE,  BEGINNING OF YEAR 1,698,673      

FUND BALANCE, END OF YEAR 1,491,722$    

The accompanying notes are an integral part of these financial statements.
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Town of Lakeside, Texas
Notes to the Required Supplementary Budget Information

For the Year Ended September 30, 2022

General Budget Policies

The original budget is adopted by the Town Council prior to the beginning of the fiscal year for the General 
Fund.  Transfers of appropriations between departments require the approval of Town Council.
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Town of Lakeside, Texas
Texas Municipal Retirement System (Unaudited)

Schedule of Changes in Net Pension Liability and Related Ratios
Last Eight Measurement Years

2021 2020 2019 2018

TOTAL PENSION LIABILITY
Service cost 140,914$    147,917$     $    140,424 105,416$    
Interest (on the total pension liability) 147,211      128,560             109,879 84,131        
Changes of benefit terms -              -                     150,817 - 
Difference between expected and 
     actual experience (18,994)       20,385                 50,458 37,292        
Change of assumptions -              -                     (14,453) - 
Benefit payments, including refunds of  
     employee contributions (23,431)       (10,653)              (15,962) (11,458)       
Net change in total pension liability  $    245,700  $    286,209  $    421,163  $    215,381 
Total pension liability - beginning 2,122,163   1,835,954       1,414,791     1,199,410 
Total Pension liability- ending (a)  $ 2,367,863  $ 2,122,163  $ 1,835,954  $ 1,414,791 

PLAN FIDUCIARY NET POSITION
Contributions – employer 99,831$      107,159$     $      78,697  $      61,433 
Contributions – employee 64,052        67,454                 55,881          46,956 
Net investment income 240,072      118,273             192,726        (35,489)
Benefit payments, including refunds of 
     employee contributions (23,431)       (10,653)       

       (15,962)        (11,458)

Administrative expense (1,107)         (762) (1,086) (685)            
Other 8 (30) (33) (36)              
Net change in plan fiduciary net position 379,425$    281,441$    310,223$    60,721$      
Plan fiduciary net position – beginning 1,834,970   1,553,529   1,243,306   1,182,585   
Plan fiduciary net position – ending (b) 2,214,395$ 1,834,970$ 1,553,529$ 1,243,306$ 
Net pension liability (asset) – ending (a) – (b) 153,468$    287,193$    282,425$    171,485$    

Plan fiduciary net position as a 
     percentage of total pension liability 93.52% 86.47% 84.62% 87.88%

Covered employee payroll 915,029$    963,631$    888,762$    782,597$    

Net pension liability (asset) as a percentage of 
     covered employee payroll 16.77% 29.80% 31.78% 21.91%
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Town of Lakeside, Texas
Texas Municipal Retirement System (Unaudited)

Schedule of Changes in Net Pension Liability and Related Ratios (continued)
Last Eight Measurement Years

2017 2016 2015 2014

TOTAL PENSION LIABILITY
Service cost 90,583$       $      82,003 72,674$      57,691$      
Interest (on the total pension liability) 74,215                 63,503 56,010        48,820        
Changes of benefit terms -                  -   - - 
Difference between expected and 
     actual experience (9,086)                  24,079 (6,497)         (1,374)         
Change of assumptions -                  -   23,393        - 
Benefit payments, including refunds of  
     employee contributions (20,986)                (9,376) (9,818)         (10,016)       
Net change in total pension liability  $    134,726  $    160,209  $    135,762  $      95,121 
Total pension liability - beginning     1,064,684        904,475        768,713        673,592 
Total Pension liability- ending (a)  $ 1,199,410  $ 1,064,684  $    904,475  $    768,713 

PLAN FIDUCIARY NET POSITION
Contributions – employer  $      52,117  $      44,803  $      39,217  $      21,481 
Contributions – employee          41,362          37,703          33,776          28,389 
Net investment income        135,359          57,216            1,154          40,202 
Benefit payments, including refunds of 
     employee contributions        (20,986)          (9,376)          (9,818)        (10,016)

Administrative expense (701) (646) (703) (420) 
Other (35) (35) (35) (35) 
Net change in plan fiduciary net position 207,116$    129,665$    63,591$      79,601$      
Plan fiduciary net position – beginning 975,469      845,804      782,213      702,612      
Plan fiduciary net position – ending (b) 1,182,585$ 975,469$    845,804$    782,213$    
Net pension liability – ending (a) – (b) 16,825$      89,215$      58,671$      (13,500)$     

Plan fiduciary net position as a 
     percentage of total pension liability 98.60% 91.62% 93.51% 101.76%

Covered employee payroll 689,365$    628,378$    562,931$    473,147$    

Net pension liability as a percentage of 
     covered employee payroll 2.44% 14.20% 10.42%  (2.85%)

The amounts presented are for each measurement year, which end the preceding December 31 of
the Town's fiscal year end. Net pension liability is calculated using 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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Town of Lakeside, Texas
Texas Municipal Retirement System (Unaudited)

Schedule of the Town's Pension Contributions
Last Eight Fiscal Years

2021 2020 2019 2018

Actuarially determined contribution 99,831$      107,159$     $      78,697  $      61,433 

Contributions in relation to the 
     actuarially determined contribution 99,831        107,159               78,697          61,433 

Contribution deficiency (excess)  $              - $ - $ - $              -   

Town’s covered employee payroll 915,029$    963,631$     $    888,762  $    782,597 

Contributions as a percentage of 
     covered employee payroll 10.91% 11.12% 8.85% 7.85%

2017 2016 2015 2014

Actuarially determined contribution  $      52,117  $      44,803  $      39,236  $      26,733 

Contributions in relation to the 
     actuarially determined contribution          52,117          44,803          39,217          21,481 
Contribution deficiency (excess)  $              - $ - $             19  $        5,252 

Town’s covered employee payroll  $    689,365  $    628,378  $    562,931  $    473,147 

Contributions as a percentage of 
     covered employee payroll 7.56% 7.13% 6.97% 4.54%

Valuation Date December 31, 2020

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial cost method Entry Age Normal

Amortization method Level Percent of Payroll, Closed

Remaining amortization period 22.0 years

Asset valuation method 10-year smoothed market; 12% soft corridor

Inflation rate of return 2.50%

Retirement Age Varies by age and service; 3.5% to 11.5% including inflation

Mortality rate 2.50%

The actuarial methods and assumptions are primarily based on an 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. 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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Town of Lakeside, Texas
Texas Municipal Retirement System Supplemental Death Benefit (Unaudited)

Schedule of Changes in Total OPEB Liability and Related Ratios
Last Four Measurement Years

2021 2020 2019 2018
TOTAL OPEB LIABILITY:

Service cost 9,425$       7,902$       5,777$       5,791$       
Interest 891            1,044         1,024         896            
Difference between expected 

and actual experience (2,128)        (7,510)        (4,369)        (4,223)        
Change in assumptions 1,362         4,938         7,133         (1,684)        
Benefit payments (824) (289) (267) (235) 
Total change in total OPEB liability 8,726         6,085         9,298         545            

Total OPEB liability - beginning 40,234       34,149       24,851       24,306       
Total OPEB liability - ending 48,960$     40,234$     34,149$     24,851$     

COVERED PAYROLL 915,029$   963,631$   888,762$   782,597$   

Total OPEB liability as a percentage 
of covered payroll 5.35% 4.18% 3.84% 3.18%

Summary of Actuarial Assumptions:
Inflation
Salary increase 3.50% to 11.50% including inflation
Discount rate*
Retirees' share of benefit-related costs
Administrative expenses

Mortality rates - service retirees

Mortality rates - disabled retirees

*The discount rate was based on the Fidelity Index's "20-Year Municipal GO AA Index" rate as of December 31, 2021.

2019 Municipal Retirees of Texas Mortality Tables with a 4 
year set-forth for males and a 3 year set-forth 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.

1.84%

2.50%

$0

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

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

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.  
Changes of assumptions reflect the effects of changes in the discount rate each period.  The discount rate for fiscal years 2021, 
2020, 2019, 2018, and 2017 were 1.84%, 2.00%,  2.75%, 3.71%, and 3.31%, respectively.

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

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

-38-


	ADP8A1.tmp
	Town of Lakeside, Texas




