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About The Cover

The cover depicts the inspection of the rehabilitated historic Gainesville Fire Station. It is now a
short-term rental and for small events.

This is an example of rehabilitation and repurposing of a building with historical significance to
Gainesville.

The City hopes this will be an event center attraction to the community.
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March 21, 2023

Honorable Mayor and City Council
and the Citizens of the City of Gainesville, Texas:

The Annual Comprehensive Financial Report of the City of Gainesville (the “City”) for the fiscal
year ended September 30, 2022, is hereby submitted as mandated by both local ordinances and
state statutes. These ordinances and statutes require that the City issue an annual report on its
financial position and activity, and that an independent firm of Certified Public Accountants audit
this report.

Responsibility for both accuracy of the data, and the completeness and fairness of the presentation,
including all disclosures rests with management. Management of the City is responsible for
establishing and maintaining an internal control structure designed to ensure that the assets of the
City are protected from loss, theft, or misuse and to ensure that adequate accounting data is
compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles. The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes
that: (1) the cost of a control should not exceed the benefits likely to be derived, and (2) the
valuation costs and benefits require estimates and judgments by management. All disclosures
necessary to enable the reader to gain an understanding of the City’s financial activities have been
included.

The City Council contracted with Schalk and Smith, Certified Public Accountants. The
independent auditor has issued an unmodified (“clean”) opinion on the City’s financial statements
for the year ended September 30, 2022, and the auditor’s report is located at the front of the
financial section of the Annual Comprehensive Financial Report (ACFR).

Management provides a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter
of transmittal is designed to complement the MD&A and should be read in conjunction with it.
The City’s MD&A can be found immediately following the independent auditor’s report.

GENERAL INFORMATION - CITY OF GAINESVILLE

The City is located in North Central Texas and was originally incorporated in 1873, with the first
Charter being adopted in 1909 and the latest revision made on August 10, 1996. The City currently
has a land area of 19.62 square miles and, as of the 2020 U.S. Census, a population of 17,394. The
City is a home rule city and operates under the Council-Manager form of government. The City is
i
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comprised of six (6) wards. Each alternating year, voters of three wards elect their representatives,
and, in odd numbered years, a citywide election is held for the Mayor’s position. The City Council
is responsible, among other things, for passing ordinances, adopting the budget, appointing
committees, and hiring the City Manager, City Attorney, and City Secretary.

The Charter requires that the City Council appoint a City Manager to act as the chief administrative
and executive officer of the City. The City Manager is not appointed for a fixed time and may be
removed at the will and pleasure of the majority of the City Council. One of the responsibilities of
the City Manager is to appoint and remove department heads and conduct the general affairs of
the City in accordance with the policies of the City Council. The City Manager is also responsible
for carrying out the policies and ordinances of the City Council, and for overseeing the day-to-day
operations of the City government.

The City provides to its citizens a full range of services including police and fire protection; water
and sewer service;, solid waste disposal; park and recreational activities; special events;
maintenance of streets; cemetery; and stormwater control maintenance. In addition, the City
provides planning for future land use; traffic control; building inspection and code compliance;
operates one eighteen-hole golf course; the Frank Buck Zoo; Leonard Park Aquatic Center; and a
general aviation airport. Electric, gas, telephone, cable television, and internet services are
provided by private utilities including but not limited to PenTex Energy, TXU, Atmos Energy,
Suddenlink, Nortex, and multiple telephone companies.

In addition, the City maintains extensive budgetary controls. The objective of these controls is to
ensure compliance with legal provisions embodied in the annual appropriated budget approved by
the City Council. Activities of the General, Debt Service, Municipal Golf Course, Water and
Sewer, Solid Waste, Airport, Stormwater, Assigned Project Fund, and Hotel/Motel Tax funds are
included in the annual appropriated budget. The City Manager is authorized to transfer budgeted
amounts within and among departments, while the City Council through a budget amendment
ratifies any transfers and/or amendments made by the City Manager if they result in a net increase
in total appropriations.

The City’s accounting records for general governmental activities are maintained on a modified
accrual basis, with revenues being recorded when available and measurable, and expenditures
being recorded when the services or goods are received and the liabilities incurred. Accounting
records for the City’s utilities and other proprietary activities are maintained on the accrual basis.

During the fiscal year, budgetary control is maintained by the review of purchase orders for
compliance with adopted policies and procedures. Purchase orders that exceed appropriated
balances are not released until they have been further reviewed and approved by the City Manager
or his representative. Departmental appropriations that have not been expended by the department
at the end of the fiscal year lapse and are not available for use unless appropriated in the ensuing
fiscal year’s budget.

Prior to September 1, the City Manager submits to the City Council a proposed operating budget
for the fiscal year commencing the following October 1. The operating budget includes proposed

ii
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expenditures and the means of financing them. A public hearing is conducted to obtain taxpayer
comments. Prior to October 1, the budget is legally enacted through passage of an ordinance.

LOCAL ECONOMIC CONDITIONS AND OUTLOOK

Gainesville is located approximately 60 miles north from the centers of both Dallas and Fort Worth
and therefore is not considered as a typical suburban community. In fact, due to its location and
size, Gainesville is considered as a rural community. While many attributes contribute to this
perception, the economic reality for Gainesville is that is has become an economic hub for the
North Central Texas and Southern Oklahoma Regions. The northern city limits are approximately
one (1) mile from the Red River and Oklahoma border. The population service area of forty miles
is in excess of 465,000 people. As a result, Gainesville is the largest employment center between
Ardmore, Oklahoma and Denton, Sherman, and Wichita Falls, Texas. Gainesville is the business,
service, and retail center for its region. Fueling this growth is the fact that Gainesville is at the
crossroads of Interstate 35, the nation’s main north-south trade route that runs from Canada to
Mexico, and US Highway 82, the major east/west corridor serving all of northern Texas from
Texarkana to Amarillo. Gainesville’s economic diversity ranges from being considered the capital
of the world’s quarter horse industry to manufacturing roofing materials. The City’s municipal
airport is home to one of the world’s leading airplane seat manufacturers. The City of Gainesville’s
strategic location attracts business growth in service, distribution, and transportation. The
extensive resources available to companies include the North Texas Medical Center, North Central
Texas College, close proximity to three major universities, skilled labor, transportation, and
infrastructure upgrades continue to prove beneficial for the City of Gainesville in recruiting
businesses to join the City’s appealing friendly environment.

Historically, unemployment in Gainesville has been lower than the state average (3.2% Gainesville
vs. 3.7% Texas). The new business development and diversity of economy are the main reasons
for this lower unemployment rate. Gainesville’s diversified employment center is fueled by the
gaming industry in Oklahoma and by an increasingly trained workforce in various industries,
including oil, gas, plastic molding, metal fabricating, metal finishing, aerospace, and agriculture.
The following are significant program, infrastructure, and business developments for fiscal year
2021-2022:

> The City continued its demolition program in Fiscal Year 2022 by demolishing fifty-five
(55) substandard structures. A total of fifteen (15) new construction permits were issued
on residential infill lots from the removal of such structures in 2022 or previous years.

> A project to expand and renovate the Solid Waste Fund’s transfer station continued during
Fiscal Year 2021-2022 with $3,761,896 in total cumulative cost at year’s end.

» The City continued its street and utility maintenance project (SUMP). A total of $1,551,606
was expended for SUMP during Fiscal Year 2022.

» New home residential construction continued in Black Hill Farms Phase I and Phase II
during the 2022 fiscal year. Additionally, Lackland Holdings started initial grading for a
105-lot residential subdivision on the east side of the City. Lackland has a total of 230
acres in the area and plans to develop a total of 850 new residential lots.
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» The City is working with two separate apartment developers for large, high-density
multifamily projects that could potentially result in a total of 1,120 new apartment units if
the housing market allows.

» In the 2022 fiscal year, Camp Howze Development Partners, LLC contracted to purchase
a total of 265 acres in the City, located adjacent to the BNSF railroad, for purposes of
developing a site for rail served industries and a transload facility.

» GAF Materials Corporation received permitting for construction of a chemical building to
be located at 1301 Corporate ($3,876,000).

> Refinery Road Veterinary Clinic completed their facility and added an adjacent small
animal clinic at 1913 Refinery Road ($1,700,000).

> Chicken Express began a project and relocated its restaurant at 1206 N. Grand Avenue
($850,000).

> Freddy’s Frozen Custard & Steakburgers completed and opened a new restaurant location
at 901 N. Highway I-35 ($500,000).

» Orteq Energy Services completed an interior finish-out of a previously constructed building
located at 3401 W. Highway 82 ($360,000).

> Smiles in Gainesville opened a dental office at 834 Highway 82 ($332,200).

> Wingstop opened a new restaurant at 905 E. Highway 82 ($235,000).

> Tile Liquidators opened a new retail location at 201 N. Highway I-35 ($120,000).

Ad Valorem Tax

The City is empowered to levy an Ad Valorem Tax on both real and business personal property
located within its boundaries. The levy is set based on the Certified Tax Roll presented to the City
by the Chief Tax Appraiser in July of each year. This is prior to settlement of any lawsuits which
can take several months and can change the total assessed valuation. The tax levy is calculated at
a 97% collection rate for Debt Service Fund and 100% for the General Fund.

Allocation of Ad Valorem Taxes

The revenue to be received from current tax collections is distributed between the General Fund
and Debt Service Fund according to the ratio for allocation that is set when the budget is adopted.
Allocation of ad valorem tax revenues by purpose for fiscal year 2022 and the preceding four years
is reflected in the following table. The amounts in the table are per one hundred dollars of assessed
value.

Purpose 2022 2021 2020 2019 2018
General 0.497400 0.495200 0.479290 0.496790 0.467740
Debt Service 0.174700 0.192300 0.217000 0.225750 0.254800
Total 0.672100 0.687500 0.696290 0.722540 0.722540
iv
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For Fiscal Year 2022, the Total Assessed Taxable Value increased by $86,819,990 or 7.68% over
the prior year.

Long-term Financial Planning

In order to provide the City with pertinent data to make decisions for multi-year policy direction,
master plans have been developed with the help of third party consultants. The documents focus
on City needs for twenty or more years. These plans provide reasonable long-term objectives and
realistic costs (at the time of the study), but the plans do not set practical methods for funding the
improvements. In the 2021 fiscal year, Gainesville completed master plans for its water, sewer,
drainage, and street systems. The City also completed a study on impact fees during Fiscal Year
2021, which began implementation in the 2022 fiscal year.

Gainesville examines its debt schedule annually to determine when it can issue debt for the
succeeding 20 years without increasing the tax rate. Currently, the City can issue a total of $67.35
million (FY 2023 - $12.20 million, FY 2024 - $3.73 million, FY 2026 - $5.78 million, FY 2028 -
$5.96 million, FY 2030 — $6.46 million, FY 2032 - $4.06 million, FY 2034 - $9.90 million, FY
2036 - $9.41 million, and FY 2037 - $9.85 million) in the next twenty years without increasing the
tax rate to help reach its long-term goals. In Fiscal Year 2023, the City plans to issue $9.48 million
in debt for water and sewer projects that will be funded from the City’s Water and Sewer Fund.
The City Council will not approve a bond that increases the tax rate without voter approval.

The City utilizes the master plans along with the debt schedule to create a five-year capital
improvement program (CIP), which is fiscally constrained by the five-year budget. The CIP and
five-year budget are used as planning tools and do not commit the City to any project or project
funding. The intent of the CIP and five-year budget is for the City to prioritize specific capital
improvements and the means of financing the improvements during the subsequent five years.
Recommended improvements are not approved until official action has been taken by the City
Council to authorize funding for the improvements through its annual budget process.

The CIP and five-year budget for fiscal years 2023-2027 were approved by the City Council and
are included in the fiscal year 2023 budget document. The CIP identifies the estimated costs of
proposed future capital projects and the anticipated method of funding for each project. The total
five-year program identified $52.88 million in total capital expenditures. The CIP breaks these
expenditures into two separate categories: recurring at $13.11 million or 24.79% and non-
recurring at $39.77 million or 75.21%.

Financial Policies
The City is required by ordinance to maintain a ninety (90) day reserve. At the close of the 2022

fiscal year, the City had a 173-day operating cash reserve for the General Fund. Detailed financial
policies are included as part of the City’s budget document and in the City’s ordinances.
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Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Gainesville for
its Annual Comprehensive Financial Report (ACFR) for the fiscal year ended September 30, 2021.
This was the thirtieth (30™) year that the City has received this prestigious award. In order to be
awarded a Certificate of Achievement, a municipality must publish an easily readable and
efficiently organized ACFR. This report satisfied both generally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
ACFR continues to meet the Certificate of Achievement Program’s requirements, and we are
submitting its eligibility for another certificate.

In addition to the Certificate of Achievement, the City has also received GFOA’s Distinguished
Budget Presentation Award for the past eleven years. In order to qualify for the award, the City’s
budget document was judged to be proficient in all categories including as a policy document, a
financial plan, an operations guide, and a communications device. When submitted, we believe
that the City’s 2023 budget also meets the requirements to receive another award.

The preparation of the ACFR was made possible by the dedicated efforts of the entire staff of the
City’s Finance Department. Each member of the department is recognized for their tireless
contribution to the completion of this report.

We also provide a special thank you to the Gainesville City Council for their leadership and support
of sound fiscal management principals.

Sincerely,
Barry Sullivan J.I. Johnson, CPA Olyjinrin Ososanya, CPA
City Manager Finance Director Controller

vi
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SCHALK & SMITH PC Thottas E. Sehialie, GPA
CERTIFIED PUBLIC ACCOUNTANTS Judy Smith, CPA

Cynthia Mufoz, CPA
A PROFESSIONAL CORPORATION

INDEPENDENT AUDITOR'S REPORT

City Council

City of Gainesville

200 South Rusk
Gainesville, Texas 76240

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of Gainesville, Texas, as of and for the
year ended September 30, 2022, and the related notes to the financial statements, which collectively comprise the City of Gainesville, Texas’s
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City"of Gainesville, Texas, as of September 30, 2022, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section
of our report. We are required to be independent of the City of Gainesville, Texas and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

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 City of Gainesville, Texas's ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt shortly thereafter.

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 opinions. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we:
o 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 City of Gainesville, Texas's internal
control. Accordingly, no such opinion is expressed.

o 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.

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

1
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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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and analysis and the
required supplementary information, as listed in the table of contents, be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City of Gainesville,
Texas's basic financial statements. The accompanying combining and individual nonmajor fund financial statements, the budgetary
comparison schedules, and the schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual nonmajor fund financial statements, the budgetary
comparison schedules, and the schedule of expenditures of federal awards are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises the introductory and
statistical sections but does not include the basic financial statements and our auditor's report thereon. Our opinions on the basic financial
statements do not cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and consider whether a
material inconsistency exists between the other information and the basic financial statements, or the other information otherwise appears to
be materially misstated. If, based on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 22, 2023, on our consideration of the City
of Gainesville, Texas's internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the City of
Gainesville, Texas's internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering City of Gainesville, Texas's internal control over financial reporting and
compliance.

Terati s donia R

Schalk & Smith, P.C.
Gainesville, Texas
February 22, 2023



City of Gainesville, Texas

Management’s Discussion and Analysis
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As Management of the City of Gainesville (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, 2022. Please read the following in conjunction with the enclosed letter
of transmittal and basic financial statements.

Financial Highlights

e The assets and deferred outflows of resources of the City of Gainesville exceeded its
liabilities and deferred inflows at the close of the most recent fiscal year by $85,422,329
(net position) (pg. 7 and 24). Of this amount, $17,433,779 or 20.4% is unrestricted net
position, which may be used to meet the City’s ongoing obligations to citizens and
creditors.

e The City’s net position increased $9,403,588 or 12.4% (pg. 8) from last fiscal year’s net
position. The governmental net position increased $3,339,689 or 8.3%, and the business
type activities increased $6,063,899 or 17.0%.

e Per City ordinance, Gainesville keeps a minimum of 90 days of budgeted operating
expenses on hand in the General Fund. Any cash in excess of this amount can be used for
other projects. The total fund balance in the General Fund at the close of Fiscal Year 2022
was $9,291,926 (pg. 27) and of that amount $8,202,401 is cash. This represents 173 days
of recurring General Fund expenditures. The City met its revised budget General Fund
increase in fund balance of $104,930 and transferred an excess amount of $2,034,517 into
the Assigned Projects Fund at year end.

e The City’s total debt outstanding increased by $4,339,906 or 11.9% (pg. 18) during the
current fiscal year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The reporting focus is on the City as a whole and on individual major funds. It is
intended to present a more comprehensive view of the City’s financial activities.

The basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains required supplementary information and other supplemental information in addition to
the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements include the
Statement of Net Position and the Statement of Activities. These statements are designed to
provide readers with a broad overview of the City’s finances in a manner similar to a private-sector
business. Both are prepared using the economic resources focus and the accrual basis of
accounting, meaning that all the current year’s revenues and expenses are included regardless of
when cash is received or paid.
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The Statement of Net Position presents information on all of the City’s assets and liabilities,
including capital assets and long-term obligations. The difference between the two is reported as
net position. Over time, the increases or decreases in net position may serve as a useful indicator
of whether the financial position of the City is improving or deteriorating. Other indicators of the
City’s financial position should be taken into consideration, such as the change in the City’s
property tax base and condition of the City’s infrastructure (i.e. roads, drainage systems, water and
sewer lines, etc.) in order to more accurately assess the overall financial condition of the City.

The Statement of Activities presents information showing how the City’s net position changed
during the most recent fiscal year. It focuses on both the gross and net costs of the government’s
various activities and, thus, summarizes the cost of providing specific government services. This
statement includes all current year revenues and expenses.

The government-wide financial statements include not only the City of Gainesville itself (known
as the primary government), but also a legally separate economic development corporation,
Gainesville Economic Development Corporation, for which the City is financially accountable.
Financial information for this component unit is reported separately from the financial information
presented for the primary government itself. The government—wide financial statements can be
found on pages 24 through 26 of this report.

The Statement of Net Position and the Statement of Activities divide the City’s activities into two
types:

Governmental Activities — Most of the City’s basic services are reported here, including general
government, police and fire protection, planning for future land use, traffic control, building
inspection, public health, parks, zoo, recreational activities, street construction and maintenance,
cemetery operations, and cultural events. Property tax, sales tax, occupancy tax, and franchise
fees provide the majority of the financing for these activities.

Business-type activities — Activities for which the City charges a fee to customers to pay most or
all of the costs of a service it provides are reported here. The City’s business-type activities include
water production and distribution, wastewater collection and treatment, solid waste collection and
disposal, municipal airport operations, stormwater drainage, and the municipal golf course.

Fund Financial Statements. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. 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. These statements focus on the most significant
funds and may be used to find more detailed information about the City’s most significant
activities. All of the funds of the City can be divided into two categories: governmental funds and
proprietary funds.

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

The focus of the governmental funds financial statements is narrower than that of the government-
wide financial statements. Therefore, 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 governmental funds’ Balance
Sheet and the governmental funds’ Statement of Revenues, Expenditures and Changes in Fund
Balances provide a reconciliation to facilitate this comparison. These reconciliations explain the
differences between the government’s activities as reported in the government-wide statements
and the information presented in the governmental funds financial statements.

The City reports twenty (20) individual governmental funds, two of which are permanent.
Information is presented separately in the governmental funds’ Balance Sheet and in the
governmental funds’ Statement of Revenues, Expenditures and Changes in Fund Balances for the
General Fund and the Assigned Projects Fund, which are considered major funds. Data for the
other governmental funds is combined into a single, aggregated presentation. Individual fund data
for each of the non-major governmental funds is provided in the form of combining statements
elsewhere in this report. The City’s governmental funds begin on page 27 of this report.

Proprietary Funds - When the City charges customers for the services it provides, the activities
are generally reported in the proprietary funds. The City of Gainesville maintains one type of
proprietary fund, which is referred to as an enterprise fund.

Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its water and
sewer operations, solid waste services, the operation of the municipal airport, stormwater drainage
utilities, and the operation of the municipal golf course. These services are primarily provided to
outside or non-governmental customers.

Proprietary funds financial statements provide the same type of information as the government-
wide financial statements, only in more detail. The proprietary funds financial statements provide
separate information for the water and sewer operations, solid waste services, stormwater drainage,
and the municipal airport all of which are considered major funds of the City. The Golf Course
Fund is considered a non-major fund, but because it is the only non-major fund, it is reported along
with the major funds. The proprietary funds begin on page 31 of this report.

Notes to the 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 also present certain required supplementary information
concerning the City’s progress in funding its obligation to provide pension benefits to its
employees. The notes begin on page 37 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents supplementary information concerning budgetary compliance of the City’s
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progress in funding its obligation to provide pension benefits and other post-employment benefits
(OPEB) to its employees. Required supplementary information begins on page 75 of this report.

A budgetary comparison has been provided for the General Fund, as well as the other governmental
funds, to demonstrate compliance with the budget. The combining statements referred to earlier
in connection with non-major governmental funds are presented immediately following the notes
to financial statements. In the Annual Comprehensive Financial Report (ACFR), we include a
statistical section, which is the chief source of information regarding the government’s economic
condition. The statistical section is organized into five areas: Financial Trends; Revenue Capacity;
Debt Capacity; Demographic and Economic Information; and Operating Information.

Government-Wide Financial Analysis

Total assets of the City on September 30, 2022 were $136,107,181; deferred outflows of resources
were $2,167,700, total liabilities were $49,762,090, and deferred inflows of resources were
$3,090,462, resulting in a net position balance of $85,422,329 (pg. 7 and 24). This is a 17.0%
increase from the prior fiscal year.

The City’s total net position equals $85,422,329. A portion of the net position, $12,717,546 or
14.9% represents resources that are subject to restrictions on how they may be used (pg. 7 and 24).
The restricted net position has increased from the prior year by $5,461,166 or 75.3%. This increase
was primarily due to construction in progress that was undertaken during the 2022 fiscal year.
Capital assets (land, buildings, machinery, and equipment) net of related debt total $55,271,004 or
64.7% of total net position. This represents an increase of $4,933,852 or 9.8% compared to the
prior year. The remaining portion of the City’s net position, $17,433,779 or 20.4% of net position
reflects unrestricted net position, which may serve the ongoing desires of its citizens.

The following table reflects the condensed Statement of Net Position as of September 30, 2022
(page 24):

(Remainder of page left blank intentionally.)
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Net Position
Governmental Activities Business Type Activities Totals
2022 2021 2022 2021 2022 2021

Current and Other Assets $28,932,084 $27,385,882  $11,428,392 $10,509,441) $40,360,476 $37,895,323
Restricted Cash 7,517,504 1,802,237| 3,055,445 2,910,952) 10,572,949 4,713,189
Capital Assets 31,871,748 31,377,640 53,302,008 50,342,583] 85,173,756 81,720,223

Total Assets 68.321,336 60,565,759 67,785,845  63.762,976 136,107,181 124,328,735
Deferred Outflow of
Resources Related to
Pensions, OPEB, and Loss
of Refunding 1,648,970, 1,494,925 518,730 492,055 2,167,700 1,986,980
Long—term Liabilities
Qutstanding 21,033,619 17,954,270 22,717,682 25,205,49 43,751,301] 43,159,762
Other Liabilities 2,815,812 2729380 31949771 3045951 6,010,789 5775331

Total Liabilities 23,849,431 20,683,650 25,912,659 28,251,443| 49,762,090 48,935,093
Deferred Inflows of
Resources Related to
Pensions 2,537,600 1,133,448 552,862 228,433 3,090,462 1,361,881
Net Investment in Capital
Assets 21,516,926 21,542,140 33,754,078 28,795.01 55,271,00. 50,337,152
Restricted 12,717,546 7,256,380 - - 12,717,546 7,256,380
Unrestricted 9,348,803 11,445,066 8,084,976 6,980,143 17,433,77d 18,425,209

Total Net Position $43,583,275 $40,243,586 $41,839,054 $3 5,775,155] $85,422,329| $76,018,741

(Remainder of page left blank intentionally.)
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The following table provides a summary of the City’s operations for the year ended September 30,
2022. Overall, the City had an increase in net position of $9,403,588.

Changes in Net Position

Governmental Activities Business Type Activities Totals
2022 2021 2022 2021 2022 2021
Revenues:
Program Revenues:
Fines, Fees, and
Charges for
Services $2,131,980 $2,153.,431 $17,331,799 $15,983,759 $19,463,779 $18,137,190
Operating Grants &
Contributions 2,129,568, 2,144,256 54,452 100,663 2,184,020 2,244,919
General Revenues:
Property Taxes 9,041,592 8,707,45 - - 9,041,592 8,707,453
Sales Taxes 6,680,051 6,037,291 - - 6,680,051 6,037,291
Slagdde s s 2,378,300 2,175,344 : : 2,378,300 2,175,344
Other Misc. 1,513,199 1,364,251 338,229 219,527 1,851,428 1,583,778
Total Revenues 23,874,690, 22,582,026 17,724,480 16,303,949 41,599,170, 38,885,975
Expenses:
gl 2,646,847 2,673,307 : ; 2,646,847 2,673,307
Government
Compmy 451,724 482,70 . . 451,724 482,703
Development
Finance 542,531 573,682i - - 542,531 573,688
Public Safety 10,501,942 10,248,969 - - 10,501,942 10,248,969
Public Works 4,561,107, 4,565,049 - - 4,561,107 4,565,049
Interest on Long
Term Debt 325,791 331,511 - - 325,791 331,511
Bond Issuance Cost 122,002 - - - 122,002 -
Payments on
Pension Liability 500,000 ) 5 ) 500,000 :
Water & Sewer - - 6,096,339 6,388,54( 6,096,339 6,388,540
Municipal Airport - - 1,773,743 1,566,473‘ 1,773,743 1,566,473
Golf Course - - 363,866 351,561 363,866 351,561
Stormwater - - 748,161 725,619 748,161 725,619
Solid Waste - - 3,561,529 3,242,207 3,561,529 3,242,207
Total Expenses 19,651,944 18,875,227 12,543’,638i 12,274,400 32,195,582 31,149,627
Increase (Decrease)in
(Net Position Before
Transfers 4,222,746 3,706,799 5,180,842 4,029,549 9,403,588 7,736,348
Transfers In (Out) (883,057), 1,986,932 883,057 (1,986,932 - -
ntseas (Lecimae) 1 3,339,689 5,693,731 6,063,899 2,042,617 9,403,588 7,736,348
Net Position
Net Position 10/01 40,243,586, 34,549,855 35,775,155 33,732,53 76,018,741| 68,282,393
Net Position 09/30 $43,583,275 $40,243,586 $41,839,054 $35,775,155 $85,422,329| $76,018,741
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The following graphs provide a summary of the operations for the year ended September 30, 2022.
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Governmental Activities The statements are designed to provide readers with a broad overview
of the City’s finances in a manner similar to a private-sector business. Both are prepared using the
economic resources focus and the accrual basis of accounting, meaning that all the current year’s
revenues and expenses are included regardless of when cash is received or paid. Governmental-
type activities include services largely funded through non-exchange revenues (taxes are the most
common example).

Revenues from governmental activities increased over the prior year by a net amount of
$1,292,664 or 5.7%. Property taxes, the largest governmental revenue source, increased $334,139
or 3.8% due to continued new construction and increased real property valuations. The largest
increase in revenues came in the City’s sales tax revenue, which increased $642,760 or 10.6% due
to new retail activity and economic development. While many individual expense categories for
governmental activities experienced a slight decrease in the current fiscal year, overall, total
expenses of governmental activities did increase by $776,717 or 4.1%. One expense category that
did increase was the City’s expense for public safety, which increased by $252,973 or 2.5%. Also,
a couple of expenses for the 2022 fiscal year that weren’t experienced in the prior year were bond
issuance costs of $122,002 and, furthermore, a payment of $500,000 was made to provide funding
toward the employee pension liability.

The following graph depicts the five-year history of the expenses and revenues of the City’s
governmental activities.

Five Year History
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The following graphs depict current year revenues and expenses of governmental activities by
source.

Revenues by Source - Governmental Activities
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Business-Type Activities. Total business-type activities increased net position by $6,063,899 or
16.9%. Key elements to this change in net position are as follows:

Total revenues of business-type activities increased $1,420,531 or 8.7%. The great majority
of this increase in revenues came from fines, fees, and charges for services, which increased
$1,348,040 or 8.4%.

Total expenses of business-type activities increased $269,238 or 2.2%. Contributing to this
increase were increases in the expenses of the Solid Waste Fund ($319,322 or 9.8%), the
Municipal Airport Fund ($207,270 or 13.2%), the Stormwater Utility Fund ($22,542 or
3.1%), and the Golf Fund ($12,305 or 3.5%). Partially offsetting these increases, expenses
of the Water and Sewer Fund experienced a decrease of $292,201 or 4.6%.

The Water and Sewer Fund’s total operating revenues increased by $465,874 or 5.3%
compared to the prior year due to increases in both single family residential and
multifamily water sales as well as wastewater charges.

The Municipal Airport Fund’s total operating revenues increased $353,515 or 24.8% over
the prior year primarily due to an increase in fuel sales resulting from increased travel
following the general conclusion of the COVID-19 pandemic.

Total operating revenues of the Solid Waste Fund increased $455,224 or 9.3% compared
to the prior year primarily due to increases in solid waste residential revenues; fees charged
for small containers, extra pick-up, and delivery fees; and roll-off/compactor pick-up fees.
Total operating revenues at the golf course increased by $99,439 or 49.8% primarily as the
result of increased play post pandemic.

Total operating revenues of the Stormwater Fund decreased by $31,823 or 3.2 as the result
of $32,422 grant revenues received by the City in the previous fiscal year.

As aresult of the revenue and expense changes described above, all five of the City’s proprietary
funds experienced increases in their respective net positions during the 2022 fiscal year. The net
position of the Water and Sewer Fund increased $3,561,400 or 25.1%. The net position of the
Municipal Airport Fund increased $25,277 or 0.9%. The Solid Waste Fund’s net position
increased $2,134,680 or 41.2%. The Stormwater Fund’s net position increased $249,286 or 1.8%,
and, additionally, the net position of the Golf Fund increased by $93,256.
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Revenues by Source
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Financial Analysis of the Government’s Funds Statements

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.

As of the end of the current fiscal year, the City’s governmental funds reported combined fund
balances of $34,671,816, an increase over the prior year of $7,138,695 or 25.9% (pg. 27 and 29).
Fund balances are classified as follows:

e Non-spendable. Funds that cannot be spent because either they are not in a spendable form,
or they are legally or contractually required to be maintained intact.

e Restricted. Funds spent only for specific purposes because of the City Charter or Code;
state or federal laws; or externally imposed conditions by grantors or creditors.

e Committed. Funds that can be used only for specific purposes as determined by a formal
action of the City Council by ordinance or resolution.

e Assigned. Funds that are designated by management for specific purposes determined by
a formal action of the City Council.

e Unassigned. All funds not included in other spendable classifications.

Approximately 26.8% of the fund balance or $9,291,672(pg. 27) constitutes the unassigned fund
balance, which is reported in the General Fund and is available for spending at the government’s
discretion. The remainder of the fund balance is not available for general spending and is classified
as follows: Non-spendable $1,716,302 or 5.0%: Restricted $11,001,498 or 31.7%; and Assigned
$12,662,344 or 36.5% (pg. 27).

The General Fund is the chief operating fund of the City. At the end of Fiscal Year 2022, the fund
balance in the General Fund was $9,291,926 (page 27 and 29), of which $8,202,401 is in cash.
There was a net increase in the General Fund’s fund balance of $104,930 or 1.1% for the year.

Key factors in increases or decreases of certain other governmental fund balances are:

e The Debt Service Fund is utilized for retirement of debt financed through taxes. This fund
has a restricted fund balance of $1,904,108 (pg. 85 and 89). It decreased during the year by
$13,401 or 0.7%. It should be noted, however, that the final budget for 2022 projected a
decrease in the fund balance of the Debt Service Fund of $55,323 (pg. 91). Thus, the actual
decrease of $13,401 is $41,922 or 75.8% less than had been projected.

e The Assigned Projects Fund has a restricted fund balance of $5,176,053 (pg. 27 and 29).
This fund balance also decreased during the year by $2,571,580 or 33.2% primarily due to
capital projects that were paid by this fund. City Council passed an ordinance at the end of
2022 directing excess revenues above the City’s $104,930 budgeted amount for the General
Fund be transferred into the Assigned Projects Fund. The amount of this transfer as of
September 30, 2022, was $2,034,517.
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e Similar to the Debt Service Fund, the City’s final budget for 2022 projected a decrease in
the fund balance of the Assigned Projects Fund of $4,777,465 (pg. 90). Therefore, the
actual decrease of $2,571,580, as noted previously, is $2,205,885 or 46.2% less than the
City had projected.

e The Cable Peg Fee Fund has a restricted fund balance of $189,227 (pages 83 and 87). This
represents an $18,601 or 9.0% decrease from the prior year. While revenues exceeded the
budget by $7,676 or 91.4%, expenditures also exceeded budget by $12,677 or 57.6%
resulting in a negative change to fund balance (pg. 98).

e The 2022 CO Bond Fund, which was established for continuing the City’s SUMP for
reconstructing streets; constructing a new fire station; and making certain improvements to
existing buildings or facilities, including the City’s waterworks and sewer system, has a
restricted fund balance of $7,478,784 (page 27) at the end of the current year. Meanwhile,
the 2018 CO Bond Fund, which had a fund balance of $1,549,618 at the end of the prior
year, completed projects and was closed during 2022,

e The Hotel/Motel Fund accounts for occupancy tax revenues and expenditures and shows
an ending restricted fund balance of $1,287,369 (pg. 82 and 86). This amount reflects a
$421,779 or 48.7% fund balance increase from the 2021 fiscal year ending balance. The
significant increase in fund balance for this fund was mostly due to occupancy tax revenues
exceeding the City’s budget by $400,258 or 61.6% as the increase in tourism and hotel
occupancy that was experienced in the prior year continued through 2022.

Proprietary Funds. The City’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail (pg. 31 through 36). The unrestricted
net position of the Water and Sewer Fund is $4,566,961; the Solid Waste Fund is $1,818,006;
Stormwater Utility Fund is $1,054,641; Municipal Airport Fund is $670,612; and the Golf Course
Fund has an unrestricted net position of a negative $25,244.

At fiscal year-end 2022, Gainesville’s Water and Sewer Fund had an unrestricted cash balance of
$4,731,961. The Solid Waste Fund cash balance was $3,171,434. The Stormwater Utility Fund
cash balance was $1,011,199. The Airport Fund’s cash was $721,105, and the Golf Fund’s cash
was $65,257.

Business-type activities increased the City’s net position by $6,063,899 or 16.9% (pg. 8 and 34).
As noted previously, all five of the City’s proprietary funds saw an increase in net position for the
2022 fiscal year. Following are the key elements of these increases/decreases:

o The Water and Sewer Fund had an increase in net position of $3,561,400 or 25.1% (page
33) and an increase in its net investment in capital assets of $2,387,397 or 22.1%.

® The Solid Waste Fund increased its net position by $2,134,680 or 41.2% and had an
increase in net investment in capital assets of $2,688,877 or 48.9% resulting from a project
to expand and renovate the City’s transfer station.

» The Stormwater Fund experienced an increase in net position of $249,286 or 1.8%, and
its net investment in capital assets increased by $68,932 or 0.55% primarily due to
depreciation.

* Net position of the City’s municipal airport increased by $25,277 or 0.9% as a result of
the changes in its revenues and expenses noted previously.
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e The Golf Course Fund’s total net position increased $93,256 primarily because of the
increase in operating revenues of $99,439 or 49.8% noted previously. Additionally,
operating expenses at the golf course increased only marginally at $12,543 or 3.6%.

General Fund Budgetary Highlights

For the fiscal year 2022, the City budgeted an overall increase in the fund balance of the General
Fund of $104,930 (page 76). During the year, however, actual General Fund revenues exceeded
projections by $2,023,044 or 13.0% (page 75) while actual expenditures totaled $1,016,786 or
5.3% less (page 76) than budgeted. As a result, at the close of fiscal year 2022, the City Council
approved an ordinance directing that any excess funds in the General Fund greater than the City’s
budgeted amount of $104,930 be placed into the City’s Assigned Projects Fund. Accordingly, as
of September 30, 2022, more than $2 million was transferred from the General Fund into the
Assigned Projects Fund (page 29). This amount, along with other funds in the Assigned Projects
Fund, will be used for additional capital improvements or projects going forward.

General Fund revenues in the original budget for fiscal year 2022 were conservatively increased
in the final budget by $373,198 or 2.5% (page 75). However, the actual revenue total at year-end
was more than the final budget by $2,023,044 as noted above. Actual revenue finished greater than
the final budget mainly due to higher than budgeted sales taxes of $978,051. In addition, ad
valorem taxes ($131,103); franchise fees ($166,972); service charges ($146,675); beverage taxes
($2,070); licenses and permits ($74,763); fines and forfeitures ($134,084); investment income
($70,622); intergovernmental revenues ($22,425); and other income ($296,279) all exceeded
budget.

A comparison of actual expenses to the City’s final budget shows that out of the nineteen
departments in the General Fund, seventeen came in under budget for the fiscal year (page 75). As
noted above, actual total expenditures for fiscal year 2022 were under the final budget by
$1,016,786 or 5.3%.

The only General Fund departments over budget for the 2022 fiscal year were the City’s public
assistance program and the Central Garage. The $14,688 budget overage on the public assistance
program (page 75) can be attributed to the timing of payment allocations and expense
reimbursements made to the City’s local animal shelter, Noah’s Ark. The $9,027 budget overage
for the Central Garage is due to unemployment benefits incurred that hadn’t been budgeted for the
year.

Because of the ordinance approved by the City Council at the close of the year, the actual ending

fund balance of the General Fund is $9,291,926 (page 76), which agrees to the amount proposed
in the City’s final budget.
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City of Gainesville, Texas
Management’s Discussion and Analysis
For the Year Ended September 30, 2022

Capital Asset and Debt Administration

The largest portion of the City’s net position, $55,271,004 or 64.7% (pg. 7 and 24), reflects its
investment in capital assets (land, improvements, buildings, infrastructure, vehicles, machinery,
and equipment), less any related outstanding debt used to acquire those assets. The City uses these
assets to provide services to its citizens; consequently, these assets are not available for future
spending. Although the City reports its capital assets net of related debt, the resources needed to
repay the debt must be provided from other sources, since capital assets themselves cannot be used
to liquidate these liabilities.

The City’s investment in capital assets for its governmental and business-type activities as of
September 30, 2022 amounts to $85,173,756 net of accumulated depreciation (pg. 7 and 24). The
City’s capital assets increased $3,453,533 or 4.2%. This increase is comprised of an increase of
$494,108 or 1.6% from capital assets from the City’s governmental activities and an increase of
$2,959,425 or 5.9% from the City’s business-type activities.

Major capital asset events during the current fiscal year included the following:

e The City continued the street improvement project. Gainesville expended $1,551,606 on
SUMP projects in the 2022 fiscal year.

e A project to expand and renovate Solid Waste’s transfer station continued in Fiscal Year
2022 with a total of $3,761,896 in cumulative project costs at year’s end.

e The City made motorized vehicle additions of $1,025,127 in governmental activities as
well as vehicle additions of $130,513 in business-type activities, for a total of $1,155,640
in 2022.

e $1,458,630 in capital assets of business-type activities were acquired or completed during
the 2022 fiscal year. $2,429,254 in capital assets of governmental activities were also
acquired or completed during the fiscal year.

Additional information on the City’s capital assets is found in note III D (pg. 50-53) of this report.

City of Gainesville
Capital Assets
Governmental Business-Type
Activities Activities Totals
2022 2021 2022 2021 2022 2021
Land $5,187,046 $5,195,546 $7,689,865 $7,689,865] $12,876,911 $12,885,411
Buildings 12,464,389 12,602,531 18,806,029 18,733,990 31,270,418 31,336,521
Improvements 97,208,939 97,256,965 50,079,384 48,658,856| 147,288,323 145,915,821
Machinery & equipment 11,387,056 10,602,837 11,656,152 11,122,170 23,043,208 21,725,007
Construction in progress 1,560,297 244,556 4,579,023 1,960,153 6,139,320 2,204,709
Less accumulated depreciation (95,935,979)| (94,524,795)] (39,508,445)| (37,822,451) (135,444,424)|  (132,347,246)
Total $31,871,748| $3 1,377,640"‘ $53,302,008 $50,342,583m $85,173,756 $81,720,223
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City of Gainesville, Texas
Management’s Discussion and Analysis
For the Year Ended September 30, 2022

Capital Assets (net)
Five Year History
(in thousands)
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Long-Term Debt. As of September 30, 2022, the City of Gainesville had total debt outstanding
of $40,888,962 (see note III F. pg. 55-60). Of this amount, $18,147,429 is in the City’s
governmental activities (pg. 54) and $22,741,533 (pg. 56-57) is in the business—type activities.
The City’s total debt increased $4,339,906 or 11.9% during fiscal year 2022. This increase is the
result of the City’s issuance of the 2022 Certificates of Obligation Bonds totaling $7,692,621,
including an issuance premium, less total debt principal payments or reductions of $1,482,878 for
governmental activities and $1,869,837 for business-type activities.

City of Gainesville
Outstanding Debt
Governmental Business-Type
Activities Activities Totals
2022 2021 2022 2021 2022 2021
General obligation bonds $5,737,081 $6,764,811 $7,142.916| $8,015,190] $12,879,997| $14,780,001
Certificates of obligation bonds 11,152,558 4,180,728 14,752,441 15,679,271 25,904,999 19,859,999
Premium/Disc. /Capital leases 1,257,790 992,147 846,176 916,909 2,103,966 1,909,056
Total $18,147,429 $11,937,686] $22,741,533 $2£611370m $40,888,962| $36,549,056
Outstanding Debt
Five Year History
(in thousands)
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City of Gainesville, Texas

Management’s Discussion and Analysis
For the Year Ended September 30, 2022

For the 2022 fiscal year, the City retained a bond rating of “Aa3” with Moody’s and “AA-" with
Standard & Poor. The City is permitted by Article XI, Section 5, of the State of Texas Constitution
to levy taxes up to $2.50 per $100 of assessed valuation for general governmental services
including the payment of principal and interest on long-term debt.

Additional information of the City’s long-term debt can be found in note III F of this report.
Economic Factors and Next Year’s Budget and Rates

The continued focus of the City of Gainesville is to maintain unassigned fund balances that match
the City’s established requirements and goals. Gainesville has been able to do this over the past
several years, which has allowed the City to start refocusing some attention to capital
improvements using excess cash instead of debt. The fiscal year 2023 budget will utilize the
Assigned Projects Fund to pay approximately $1.35 million in streets and utilities capital
maintenance costs. Additionally, during the first quarter of Fiscal Year 2023, the City expects to
pay down an additional $500,000 of its unfunded employee pension liability with the Texas
Municipal Retirement System (TMRS).

The City’s demolition program continues to create open space for additional commercial and
residential infill development. In Fiscal Year 2022, fifty-five (55) substandard structures were
demolished and removed. Five permits were issued for new construction on these fifty-five lots
during the year, with one of the new residences completed by year’s end. Additionally, ten (10)
new construction permits were issued on residential infill lots from years previous to 2022. Due to
the present demand for housing, the City’s program has seen an increase in the number of remodels
of older and otherwise substandard residential structures. New and remodeled homes constructed
within established neighborhoods modernize residential areas and raise overall property tax values.

New home residential construction also continued in Black Hill Farms Phase I and Phase II during
the 2022 fiscal year. Additionally, Lackland Holdings has started initial grading for a 105-lot
residential subdivision on the east side of the City. Lackland has a total of 230 acres in the area
and plans to develop a total of 850 residential lots. Bellum (16 lots) and Big Ellum (91 lots)
subdivisions have zoning approved for a mix of low-density multifamily, single family residential,
and commercial structures. Bellum is also currently building the infrastructure for sixteen (16)
duplex lots within the City.

The City is also working with two apartment developers for large, high-density multifamily
projects. Summa Terra has currently turned in plans to build 168 apartment units, but has adequate
land and plans to build a total of 760 units as the market allows. Winston Hospitality has received
zoning to allow the construction of 360 apartment units on US Highway 51 just west of the City’s
downtown area.
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City of Gainesville, Texas

Management’s Discussion and Analysis
For the Year Ended September 30, 2022

In Fiscal Year 2022, the City annexed 139 acres at the request of Camp Howze Development
Partners, LLC. Camp Howze is under contract to purchase another neighboring 126 acres, which
is located adjacent to the BNSF railroad. This land is designated as a BNSF Certified Site, which
means the site can be rail served. Camp Howze plans to develop the 265-acre site for rail served
industries and a transload facility.

In addition to the above, the City’s commercial development has continued to grow and reflects
an economy that has added diversified sectors to the overall economy of the municipality. This is
further exemplified by the following projects:

e GAF Materials Corporation received permitting for construction of a chemical building to
be located at 1301 Corporate ($3,876,000).

e Refinery Road Veterinary Clinic completed their facility and added an adjacent small
animal clinic at 1913 Refinery Road ($1,700,000).

e Chicken Express began a project and relocated its restaurant at 1206 N. Grand Avenue
($850,000).

e Freddy’s Frozen Custard & Steakburgers completed and opened a new restaurant location
at 901 N. Highway I-35 ($500,000).

e Orteq Energy Services completed an interior finish-out of a previously constructed building
located at 3401 W. Highway 82 ($360,000).

e Smiles in Gainesville opened a dental office at 834 Highway 82 ($332,200).

e Wingstop opened a new restaurant at 905 E. Highway 82 ($235,000).

e Tile Liquidators opened a new retail location at 201 N. Highway 1-35 ($120,000).

The City of Gainesville expects growth to continue in the upcoming 2023 year. With the ongoing
widening project of Interstate 35; the location of Winstar Casino just a few miles north of the City
in Oklahoma; and the ever-expanding Dallas-Fort Worth Metroplex, Gainesville is poised to
provide a great location for an influx of both residential and commercial growth.

General Fund

A major revenue source for the General Fund will continue to be the City’s 1.25-cent sales tax.
The City’s approach to budgeting for this revenue has been historically conservative due to the
unpredictability of sales tax revenues in general, and especially in consideration of the economic
volatility of the oil and gas industry. In the City’s Fiscal Year 2023 budget, the City has projected
to collect $6,250,000 in sales taxes, net of sales tax rebates. This amount is $548,000 or 9.6%
greater than the final budgeted sales tax revenues for the most recently completed 2022 fiscal year.
However, in the latter stages of the year prior (fiscal 2021), the City had been notified by the Texas
State Comptroller that it would have to repay $731,445 in sales taxes that it had received in error
during the period from 2015 through 2018. Despite the repayment of this amount, as noted
previously, the City’s actual sales tax revenues for 2022 exceeded its final budget by $978,051 or
17.2%.
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City of Gainesville, Texas

Management’s Discussion and Analysis
For the Year Ended September 30, 2022

The other largest revenue source for the General Fund is ad valorem (property) taxes. For the
upcoming fiscal year, the City decreased its property tax rate from $0.6721 to $0.6239 per $100
of appraised property value. Despite this rate decrease, total ad valorem tax revenue (including
delinquent penalties) in the General Fund is projected to increase over the prior year’s final budget
by $447,147 or 6.6% as the result of continuing appreciation in property values and ongoing new
construction. Total ad valorem tax revenue (including delinquent penalties) is projected to be
$9,407,725. This total is divided between the General Fund ($7,164,147) and the Debt Service
Fund ($2,243,578).

Enterprise Funds

The City’s enterprise funds are Water and Sewer; Solid Waste; Stormwater Drainage Ultility; the
Municipal Airport; and Golf. In total, and excluding a substantial grant revenue amount for the
Municipal Airport Fund (noted below), revenues for the City’s enterprise funds are projected to
increase for Fiscal Year 2023 in comparison to the 2022 final budget by $1,878,248 or 11.2%.
Budgeted revenues for 2023 are projected to increase in all the City’s enterprise funds with the
exception of the Golf Fund as noted below.

Water and Sewer Fund

The new 2023 fiscal year revenues for the Water and Sewer Fund are budgeted to be $9,446,613,
or an increase of $645,156 or 7.3% over the City’s final budget of the 2022 fiscal year. A transfer
of $882,933 is projected to be made to the General Fund to pay for the administrative services and
also to pay the franchise fee for use of the City’s right-of-way, which is required for all utility
services located within the City and which is required by the City Code.

Expenses are budgeted to increase by $776,827 or 8.9% in Fiscal Year 2023, with increases
projected for all divisions within the fund. Fees charged to customers for Water and Sewer services
will be increased by 4% for the upcoming 2023 fiscal year.

Solid Waste Fund

Revenues for the Solid Waste Fund have been budgeted to increase from the prior year’s final
budget by $219,409 or 4.6% while expenses are expected to increase by $467,358 or 9.9% due to
increases in machinery and equipment costs as well as fuel. Fees for this fund will remain static
in Fiscal Year 2023.

Airport Fund

Excluding grant revenues of approximately $680,000 that have been budgeted in Fiscal Year 2023
for rehabilitating and resurfacing the airport’s taxiways, total revenues for the Municipal Airport
Fund are still projected to increase by an additional $1,033,439 or 73.4% in the new 2023 fiscal
year. This increase is based upon the projection that air travel and, consequently, fuel sales will
return to pre-pandemic levels. For 2023, fuel sales are budgeted to increase by $1,040,000 or
91.2% over the City’s final budget for Fiscal Year 2022.
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Fuel sales, which are the greatest revenue source for the Municipal Airport Fund, continue to
remain strong because of the City’s geographic location and totaled $1,524,083 in the 2022 fiscal
year. This amount was $384,083 or 33.7% over the City’s 2022 final budget. Also in the past
year, the Gainesville Municipal Airport was recognized as the 2022 Texas General Aviation
Airport of the Year.

Other Funds

Stormwater Drainage’s revenues for the upcoming 2023 fiscal year are budgeted to increase by
$2,010 or 0.2% over the City’s 2022 final budget. The Golf Fund’s revenues are actually budgeted
to decrease by $21,766 or 4.9% compared to the final budget for Fiscal Year 2022. Total expenses
for both funds are projected to decrease in the new fiscal year. Expenses for the Stormwater
Drainage Utility Fund are budgeted for a decrease of $51,034 or 3.8%, while expenses for the Golf
Fund are projected to decrease by $21,112 or 4.8%. The more significant factors in these expense
decreases are a decrease for debt service in Stormwater Drainage in 2023 and a decrease in capital
expenditures for the Golf Fund.

Additional information

The Fiscal Year 2023 budget includes personnel “pay-for-performance” programs. Gainesville’s
compensation plan is designed to accomplish two goals — (1) to compensate employees in direct
relation to the value of their position on the external competitive market; and (2) to compensate
employees based upon their individual job contributions to the City.

In a previous year (2019), the City increased the employee portion of retirement funding to 6% of
employee pay. As noted above, the City plans to pay down an additional $500,000 of its unfunded
employee pension liability with TMRS during the first quarter of Fiscal Year 2023 from excess
fund balance amounts achieved during previous years. Gainesville’s required contribution rate for
the 2023 fiscal year is 11.04% per TMRS; however, the City is currently contributing at 12.60%.

All departments in the City continue to keep expenses to a minimum and maintain the highest level
of safety, service, and recreation to the citizens of Gainesville.

Per the City’s current capital improvement program, capital projects for Fiscal Years 2022-2027
are projected to be $52.88 million. Of this amount, recurring capital projects funded from the City’s
annual operating budgets total $13.11 million. Nonrecurring projects amounting to $39.77 million
will be covered by debt service funds, long-term contracts, and project funds established from
previous budgets. Among the capital expenditures projects included in the City’s operating budget
for Fiscal Year 2023 are the following:

e The Water and Sewer Fund is projecting to spend $165,000 to purchase automated water
meters and hydrants.

e The Police Department has budgeted $42,823 for the purchase of patrol vehicles, and, in
addition, another $101,161 has been budgeted in the Assigned Projects Fund for police
vehicles.
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Impacting the Fiscal Year 2023 operations budget, the Fire Department will make the
City’s final payment ($141,860) on a ladder truck that had been acquired during the 2019
fiscal year.

The City has budgeted $45,000 in the 2023 fiscal year for the replacement of two HVAC
units at the Civic Center.

As part of the City’s Street and Utility Maintenance Program (SUMP), $1,350,000 has
been budgeted from the Assigned Projects Fund in 2023 for street repairs and/or
reconstruction.

Capital improvements at the Municipal Airport are projected at $770,050 for the 2023
fiscal year. As noted previously, grant revenues of $680,000 will be used to fund a
significant portion of the improvements.

The Water and Sewer Fund is projecting to spend $249,000 at the Moss Lake treatment
facility for the replacement of filter media.

The Water and Sewer Fund has budgeted to spend $155,000 for the purchase of a tandem
axel dump truck for its wastewater collections division.

The Water and Sewer Fund has budgeted to spend $248,522 for the replacement and
maintenance of certain water storage tanks and facilities located in various areas of the
City.

The Solid Waste Fund has budgeted $347,227 for the acquisition of a new truck and long-
haul trailer to transport solid waste to the landfill.

The Solid Waste Fund has also budgeted $82,200 for residential carts and metal refuse
containers.

The Stormwater Utility Fund has budgeted $167,000 for the purchase of a new diesel skid
steer loader and pickup truck.

(Remainder of page left blank intentionally.)
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CITY OF GAINESVILLE, TEXAS
STATEMENT OF NET POSITION
September 30, 2022

PRIMARY GOVERNMENT
Governmental Business-Type Component
Activities Activities Total Unit
ASSETS
Current Assets:
Cash $ 26,301,050 $ 9,700,956 $ 36,002,006 $ 3,839,177
Investments - - - 500,000
Receivables (Net of Allowances
for Uncollectibles)
Taxes 1,505,922 - 1,505,922 282,995
Service - 1,618,143 1,618,143 -
Other 1,124,858 109,293 1,234,151 16,683
Inventories 254 - 254 -
Total Current Assets 28,932,084 11,428,392 40,360,476 4,638,855
Noncurrent Assets:
Restricted Assets
Cash 7,517,504 3,055,445 10,572,949 -
Non-depreciable Capital Assets 6,747,343 12,268,888 19,016,231 1,404,032
Other Capital Assets (net) 25,124,405 41,033,120 66,157,525 2,302,625
Total Noncurrent Assets 39,389,252 56,357,453 95,746,705 3,706,657
TOTAL ASSETS 68,321,336 67,785,845 136,107,181 8,345,512
DEFERRED OUTFLOWS OF RESOURCES
Deferred Loss on Refunding 275,103 138,158 413,261 -
Deferred Outflows Related to Pension-TMRS 1,231,682 347,721 1,579,403 30,287
Deferred Outflows Related to OPEB 142,185 32,851 175,036 3,496
TOTAL DEFERRED OUTFLOWS OF RESOURCES 1,648,970 518,730 2,167,700 33,783
LIABILITIES
Current Liabilities:
Accounts Payable 792,412 1,022,182 1,814,594 4,740
Accrued Expense 656,120 121,820 777,940 11,756
Interest Payable 171,386 85,289 256,675 =
Deposits 10,816 289,153 299,969 1,500
Current Portion-Long Term Debt 1,185,078 1,676,533 2,861,611 305,581
Total Current Liabilities 2,815,812 3,194,977 6,010,789 323,577
Noncurrent Liabilities:
Accrued Compensated Absences 423,788 59,580 483,368 3,512
Postclosure Care Costs - 750,408 750,408 -
Net Pension Liability-TMRS 2,914,194 673,279 3,587,473 71,661
Net OPEB Liability 733,286 169,415 902,701 18,032
Long-Term Debt 16,962,351 21,065,000 38,027,351 355,339
Total Noncurrent Liabilities 21,033,619 22,717,682 43,751,301 448,544
TOTAL LIABILITIES 23,849,431 25,912,659 49,762,090 772,121
DEFERRED INFLOWS OF RESOURCES
RELATED TO PENSIONS
Deferred Inflows Related to Pension-TMRS 2,466,648 536,471 3,003,119 60,654
Deferred Inflows Related to OPEB 70,952 16,391 87,343 1,745
TOTAL DEFERRED INFLOWS OF RESOURCES 2,537,600 552,862 3,090,462 62,399
NET POSITION
Net Investment in Capital Assets 21,516,926 33,754,078 55,271,004 3,045,737
Restricted for:
Debt Service 1,904,108 - 1,904,108 -
Construction 7,478,784 % 7,478,784 -
Tourism & the Arts 1,287,369 - 1,287,369 -
Cemetery (nonexpendable) 1,716,048 - 1,716,048 -
Public Safety 331,237 - 331,237 <
Unrestricted 9,348,803 8,084,976 17,433,779 4,499,038
TOTAL NET POSITION $ 43583275 _$ 41,839,054 $ 85,422,329 $ 7,544,775

The notes to the financial statements are an integral part of this statement.
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CITY OF GAINESVILLE, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2022

NET (EXPENSE) REVENUES AND

CHANGES IN NET POSITION
PROGRAM REVENUES

The notes to the financial statements are an integral part of this statement.
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PRIMARY GOVERNMENT
FINES, FEES, OPERATING BUSINESS-
AND CHARGES ~ GRANTS AND GOVERNMENTAL TYPE COMPONENT
FUNCTIONS/ACTIVITY EXPENSES FOR SERVICES CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL UNIT
Primary Government:
Governmental Activities
General Government $ 2646847 ¢ 14,318  § 3,000 $ (2,629,529) - $ (2,629,529) $ -
Community Development 451,724 519,193 = 67,469 - 67,469 -
Finance 542,531 - - (542,531) - (542,531) -
Public Safety 10,501,942 430,403 16,545 (10,054,994) - (10,054,994) "
Public Works 4,561,107 1,168,066 2,110,023 (1,283,018) - (1,283,018) %
Additional Payments on Pension Liability 500,000 = s (500,000) (500,000) 2
Bond Issance Costs 122,002 - i (122,002) - (122,002) =
Interest on Long-Term Debt 325,791 = - (325,791) - (325,791) -
Total Governmental Activities 19,651,944 2,131,980 2,129,568 (15,390,396) . (15,390,396) -
Business-Type Activities
Water and Sewer 6,096,339 9,141,988 - - 3,045,649 3,045,649 -
Municipal Airport 1,773,743 1,719,344 54,452 . 53 53 =
Golf Course 363,866 275,014 - - (88,852) (88,852) -
Stormwater 748,161 965,199 - = 217,038 217,038 -
Solid Waste 3,561,529 5,230,254 - - 1,668,725 1,668,725 -
Total Business-Type Activities 12,543,638 17,331,799 54,452 N 4,842,613 4,842,613 =
Total Primary Government $ 32195582 _$ 19,463,779 _§ 2,184,020 $ (15390,39) § 4,842,613 ¢ (10,547,783) $ =
Component Unit:
Gainesville Economic Development Corp. $ 822,252 $ 729,999 $ = $ 8 $ = $ - $ (92,253)
General Revenues:
Taxes
Property Taxes $ 9,041,592 § - 9,041,592  § -
Sales Taxes 6,680,051 - 6,680,051 1,330,210
Franchise Fees 1,290,972 - 1,290,972 -
Occupancy Taxes 1,050,258 = 1,050,258 =
Mixed Beverage Taxes 37,070 - 37,070 -
Investment Income 229,576 87,174 316,750 7,673
Miscellaneous 1,283,623 251,055 1,534,678 -
Transfers In (Out) between Governmental and Business-
Type Activities (883,057) 883,057 = -
Total General Revenues and Transfers 18,730,085 1,221,286 19,951,371 $ 1,337,883
Change.ir] Net Position 3,339,689 6,063,899 9,403,588 1,245,630
Net Position-October 1 40,243,586 35,775,155 76,018,741 6,299,145
Net Position-September 30 $ 43,583,275 $ 41,839,054 § 85422,329 § 7,544,775

The notes to the financial statements are an integral part of this statement.
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CITY OF GAINESVILLE, TEXAS

BALANCE SHEET

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2022

MAJOR FUNDS
ASSIGNED 2022 OTHER
GENERAL PROJECTS co GOVERNMENTAL
FUND FUND BOND FUNDS TOTAL
ASSETS:
Cash $ 8,202,401 $ 5,157,417 $ 7,517,504 $ 12,941,232 $ 33,818,554
Investments - s - - -
Receivables (Net of Allowances
for Uncollectible)
Taxes 1,454,460 - - 51,462 1,505,922
Other 929,146 41,000 - 154,712 1,124,858
Inventory 254 - - - 254
Interfund Receivable - - - - =
TOTAL ASSETS 10,586,261 5,198,417 7,517,504 13,147,406 36,449,588
LIABILITIES:
Accounts Payable $ 360,437 $ 22,364 $ 38,720 $ 370,891 $ 792,412
Accrued Payroll & Benefits 232,332 - - - 232,332
Funds Held for Others 10,816 - - - 10,816
Interfund Payable & - - - 3
TOTAL LIABILITIES 603,585 22,364 38,720 370,891 1,035,560
DEFERRED INFLOWS OF RESOURCES:
Unavailable Revenue 690,750 - - 51,462 742,212
FUND BALANCES:
Nonspendable:
Inventories 254 - = - 254
Cemetery - - - 1,716,048 1,716,048
Restricted: -
Debt Service - - - 1,904,108 1,904,108
Construction - - 7,478,784 - 7,478,784
Tourism and the Arts - - - 1,287,369 1,287,369
Other - - - 331,237 331,237
Assigned: -
Construction - - - 784 784
Other - 5,176,053 - 7,485,507 12,661,560
Unassigned 9,291,672 - - - 9,291,672
TOTAL FUND BALANCES 9,291,926 5,176,053 7,478,784 12,725,053 34,671,816
TOTAL LIABILITIES, DEFERRED INFLOWS
AND FUND BALANCES $ 10,586,261 $ 5,198,417 $ 7,517,504 ¢ 13,147,406 $ 36,449,588

The notes to the financial statements are an integral part of this statement

27



CITY OF GAINESVILLE, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET POSITION

September 30, 2022

Total Fund Balance - Total Governmental Funds $ 34,671,816

Amounts reported for governmental activities in the statement of net position

are different because of the following:

Taxes and municipal court fines are not available to pay for current period
expenditures and, therefore, are deferred in the governmental funds. 742,211

Capital assets used in governmental activities are not financial resources, and therefore
are not reported in the governmental funds balance sheet; net of accumulated
depreciation of $95,935,980. 31,871,748

!

Interest payable on long-term debt does not require current financial resources, and
therefore, interest payable is not reported as a liability on the governmental funds
balance sheet. (171,386)

Certificates of obligation and bonds payable are not reported as liabilities in the
governmental fund balance sheet. This amount represents total noncurrent liabilities
related to governmental activities. (17,026,256)

Costs associated with long term debt are not reported in the governmental
funds balance sheets.
Deferred Loss on Early Extinguishment of Debt 275,103
Premium on Bonds (1,121,173)

Compensated absences are not reported as liabilities in the governmental fund balance
sheet. (847,575)

Included in the noncurrent liabilities is the recognition of the City's net pension liability
required by GASB 68 in the amount of ($2,914,194), a deferred resource inflow in the
amount of ($2,466,648) and a deferred resource outflow in the amount of $1,231,682.
This resulted in a decrease in net position by ($4,149,160) (4,149,160)

Included in the noncurrent liabilities is the recognition of the City's net OPEB liability

required by GASB 75 in the amount of ($733,286), a deferred resource inflow in the

amount of ($70,952) and a deferred outflow in the amount of $142,185. This resulted (662,053)
in a decrease in net position by ($662,053).

Net Position of Governmental Activities $ 43,583,275

The notes to the financial statements are an integral part of this statement
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CITY OF GAINESVILLE, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

REVENUES:
Taxes
Ad Valorem Taxes
Sales Taxes
Franchise Tax
Occupancy Tax
Mixed Beverage Tax
Service Charges
License & Permits
Fines & Forfeitures
Investment Income
Intergovernmental Revenues
Other Income
TOTAL REVENUES
EXPENDITURES:
Current
General Government
Community Development
Finance
Public Safety
Public Works
Additional Payments on Pension Liability
Debt Service
Principal
Interest and Other Charges
Bond Issuance Costs
Capital Outlay
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Issuance of Long-term Debt
Premium on Debt Issuance
Funds Transferred In
Funds Transferred Out

TOTAL OTHER FINANCING SOURCES
(USES):

NET CHANGE IN FUND BALANCES
FUND BALANCE - October 1
FUND BALANCE - September 30

The notes to the financial statements are an integral part of this statement

MAJOR FUNDS
ASSIGNED 2022 OTHER
PROJECTS co GOVERNMENTAL
GENERAL FUND BONDS FUNDS TOTAL
$ 6,848,103 § - $ - $ 2,194,064 9,042,167
6,680,051 - - - 6,680,051
1,290,972 . . - 1,290,972
s - - 1,050,258 1,050,258
37,070 . - - 37,070
1,206,025 . . 8,472 1,214,497
472,763 . . 14,318 487,081
395,334 . - 35,194 430,528
80,622 35,090 49,194 64,670 229,576
22,425 . - 2,107,143 2,129,568
563,607 541,642 7,419 327,032 1,439,700
17,596,972 576,732 56,613 5,801,151 24,031,468
1,824,467 69,343 - 346,295 2,240,105
472,629 - - - 472,629
584,037 s - - 584,037
10,557,322 - - 24,275 10,581,597
3,729,781 : - 346,073 4,075,854
500,000 1,037,000 . - 1,537,000
170,562 . . 1,235,899 1,406,461
10,298 - - 297,479 307,777
- - 122,002 - 122,002
271,413 1,265,428 202,829 689,586 2,429,256
18,120,509 2,371,771 324,831 2,939,607 23,756,718
(523,537) (1,795,039) (268,218) 2,861,544 274,750
- - 7,180,000 . 7,180,000
- . 567,002 - 567,002
2,978,649 2,034,517 - 2,524,385 7,537,551
(2,350,182) (2,811,058) - (3,259,368) (8,420,608)
628,467 (776,541) 7,747,002 (734,983) 6,863,945
104,930 (2,571,580) 7,478,784 2,126,561 7,138,695
9,186,996 7,747,633 - 10,598,492 27,533,121
$ 9,291,926 § 5,176,053 $ 7478784 ~§  12,725053 _$ 34,671,816
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CITY OF GAINESVILLE, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2022

Net Change in Fund Balances - Total Governmental Funds
Amounts reported for governmental activities in the statement of activities

are different because of the following:

Governmental funds report capital outlays as expenditures. However, in the government-
wide statement of activities and changes in net position, 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 government-wide statement of net position in the current
period.

Amortization of costs associated with debt are reported in the government-wide
financial statements but not governmental funds as it does not require the use of current
financial resources. The current year amortization on these costs are:

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

Compensated absences are accrued on the government-wide statement of net position
but do not require the use of current financial resources. The current period change
in compensated absences is reported in the government-wide statement of activities and
changes in net position. The current period net decrease in compensated absences
is not reported as expenditures in governmental funds.

Accrued interest expense on long-term debt is reported in the government-wide
financial statements but not governmental funds as it does not require the use of current

financial resources; therefore, this is the current period change in accrued interest expense.

The issuance of long-term debt provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds.

Taxes & municipal court fines in the statement of activities do not provide current financial
resources therefore, these are not reported as revenues in governmental funds.

Current year pension expenditures are reported on the fiscal year basis on the
governmental statement of revenues, expenditures and changes in fund balances and
as actuarially determined in the government-wide statement of activities

Current year OPEB expenditures are reported on the fiscal year basis on the
governmental statement of revenues, expenditures and changes in fund balances and
as actuarially determined in the government-wide statement of activities

Change in Net Position of Governmental Activities

The notes to the financial statements are an integral part of this statement
30

$ 7,138,695

2,273,180

105,952

(1,779,072)

(120,748)

(123,966)

(6,340,541)

(698)

2,232,963

46,076
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CITY OF GAINESVILLE, TEXAS

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
September 30, 2022 OTHER
ENTERPRISE
WATER & MUNICIPAL SOLID FUNDS
ASSETS SEWER AIRPORT WASTE STORMWATER _ GOLF FUND TOTAL
Cash $ 473191 § 721,105 $ 3,171,434 $ 1,011,199 § 65257 $ 9,700,956
Receivables (Net of Allowances for Uncollectible) -
Service 881,955 12,789 623,391 100,008 - 1,618,143
Other 109,293 - - - - 109,293
Total Current Assets 5,723,209 733,894 3,794,825 1,111,207 65,257 11,428,392
Noncurrent Assets:
Restricted Assets:
Cash - - 3,055,445 - - 3,055,445
Non-depreciable Capital Assets 849,546 306,702 3,743,994 7,338,590 30,056 12,268,888
Other Capital Assets (net) 27,533,691 1,984,492 1,762,365 9,659,471 93,101 41,033,120
Total Noncurrent Assets 28,383,237 2,291,194 8,561,804 16,998,061 123,157 56,357,453
TOTAL ASSETS 34,106,446 3,025,088 12,356,629 18,109,268 188,414 67,785,845
DEFERRED OUTFLOWS OF RESOURCES
Deferred Loss on Refunding 48,106 3,181 34,621 48,745 3,505 138,158
Deferred Outflow Related to Pension 196,160 16,063 101,293 11,906 22,299 347,721
Deferred Outflow Related to OPEB 18,532 1,518 9,569 1,125 2,107 32,851
TOTAL DEFERRED OUTFLOWS OF RESOURCES 262,798 20,762 145,483 61,776 27,911 518,730
LIABILITIES
Current Liabilities:
Accounts Payable 149,589 3,115 856,837 1,724 10,917 1,022,182
Accrued Expense 63,209 8,226 37,360 3,644 9,381 121,820
Interest Payable 58,125 64 12,229 14,836 35 85,289
Customer Deposits 282,628 - 6,525 - - 289,153
Revenue Bonds Payable-Current Portion 1,088,415 3,347 173,152 409,801 1,818 1,676,533
Total Current Liabilities 1,641,966 14,752 1,086,103 430,005 22,151 3,194,977
Noncurrent Liabilities:
Accrued Compensated Absences 30,113 4,989 17,791 1,611 5,076 59,580
Postclosure Care Costs Payable - - 750,408 - ¢ 750,408
Net Pension Liability 379,817 31,103 196,129 23,052 43,178 673,279
Net OPEB Liability 95,572 7,826 49,351 5,801 10,865 169,415
Revenue Bonds Payable 14,164,201 14,145 2,921,262 3,957,711 7,681 21,065,000
Total Noncurrent Liabilities 14,669,703 58,063 3,934,941 3,988,175 66,800 22,717,682
TOTAL LIABILITIES 16,311,669 72,815 5,021,044 4,418,180 88,951 25,912,659
DEFERRED INFLOW OF RESOURCES
Deferred Inflow Related to Pension 302,640 24,783 156,276 18,368 34,404 536,471
Deferred Inflow Related to OPEB 9,247 757 4,775 561 1,051 16,391
TOTAL DEFERRED INFLOWS OF RESOURCES 311,887 25,540 161,051 18,929 35,455 552,862
NET POSITION
Net Investment in Capital Assets 13,178,727 2,276,883 5,502,011 12,679,294 117,163 33,754,078
Unrestricted 4,566,961 - - 670,612 1,818,006 1,054,641 (25,244) 8,084,976
TOTAL NET POSITION _$ 17745688 $ 2947495 § 7,320,017 $ 13,733,935 _$ 91,919 $ 41,839,054
The notes to the financial statements are an Integral part of this statement. The notes to the financial statements are an integral part of this statement.
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CITY OF GAINESVILLE, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

OTHER
ENTERPRISE
FUNDS
WATER&  MUNICIPAL  SOLID
SEWER pmriie SR STORMWATER GOLF FUND TOTAL
OPERATING REVENUES .
Charges for Services $ 9,141,988 $ 1,719,344  $ 5,230,254 $ 65199 % 275014 17,321::23
Grant Revenue - 54,452 - 24,059 o5 U
Other Income 87,318 7,498 132,180 5 Sei2? =2 1rg55
TOTAL OPERATING REVENUES 9,229,306 1,781,294 5,362,434 : A .637,306
OPERATING EXPENSES
Salaries and Benefits 1,737,981 159,435 894,152 70,153 227,330 3,089,051
Supplies, Materials,
Repalr and Maintenance 849,165 1,334,984 672,339 18,935 ‘;Zggg 2'2:?’;?;
Heat, Light and Power 403,576 17,992 9,161 ; 0 o
GTUA Payments 991,941 - - 84.000 i 434'000
Additional Payments on Pension Liability 100,000 - 250,000 36,486 £0.244 % '7
Other 715,790 44,361 1,384,889 Pt o o 1,73 1'6?’
Depreciation 881,748 216,307 251,743 e e T ogL 2
TOTAL EXPENSES 5,680,201 1,773,079 3,462,284 L s ,908,584
OPERATING INCOME (LOSS) 3,549,105 8,215 1,900,150 335,554 (64,302) 5,728,722
NONOPERATING REVENUES

(EXPENSES) .

Investment Income 33,720 4,985 41,937 @ 13!232 igi 87,174

Interest Expense (416,138) (664) (99,245) 15) (491) (635,054)
TOTAL NONOPERATING

REVENUES (EXPENSES) (382,418) 4,321 (57,308) (112,185) (290) (547,880)
INCOME BEFORE TRANSFERS 3,166,687 12,53 1,842,842 223,369 (64,592) __ 5,180,842
CONTRIBUTIONS AND TRANSFERS

Transfers In 1,699,184 12,741 1,280,774 ;gg'ggg 157,848 3,536,130

Transfers Out (1,304.471) : (988,936) ( 25'917) e —(2653,073)
NET TRANSFERS ‘ 394,713 12,741 291,838 L 8 883,057
CHANGE IN NET POSITION 3,561,400 25277 2,134,680 249,266 93,256 6,063,899
NET POSITION, OCTOBER 1 14,184,288 2,922,218 5,185,337 ; g';gg'ggg 3 éi'gi;) ; ﬁggégz
NET POSITION, SEPTEMBER 30 $ 17,745,688 _§ 2,947,495 $ 7,320,017 ZEE L L]

The notes to the financial statements are an integral part of this statement. The notes to the financial statements are an integral part of this statement.
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CITY OF GAINESVILLE, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022 EN_I‘_’ET:PE;SE
WATERAND  MUNICIPAL SOLID __ FUND
CASH FLOWS FROM OPERATING ACTIVITIES SEWER FUND AIRPORT WAST%;;’:‘GIZ STORMWATER GOLF TOTALS
Receipts from Customers $ 9,500,445 § 1,750,825 $ 5373 $ 971,904 $ 299,073  $ 1718221;:2‘1
Grants for routine maintenance - 54,452 N - - 0
Payments to Suppliers for Goods and Services (2,968,606) (1,500,260) q%g;gg) ‘532'323’ (137,409) (6,387,913)
Payments to Employees (2,117,039) (180,126) (1,180,578) (170,059) (257,102) (3,904,904)
NET CASH PROVIDED (USED) BY OPERATING
ACTIVITIES 4,414,800 124,891 2,619,715 593,380 (95,438) 7,657,348
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES 1 280,774 485 583 157 848 ) 163610
Transfers In 326,673 12,741 (el ' ' 1403,
Transfers Out (1,304,471) s (988,936) (359,666) - (2,653,073)
NET CASH PROVIDED (USED) BY NON-CAPITAL
FINANCING ACTIVITIES (977,798) 12,741 291,838 25,917 157,848 (489,454)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of Capital Assets (906,060) (18,550) (2'632'523) (45,200) - (3,523:223)
Payment of Postclosure Care Costs - - ’ - - /
Principal Paid on Bonds and Certificates of Obligation (1,097,115) (12,002) (241,510) (441,959) (6,517) (1,799,103)
Proceeds from Debt Issuance - - - - - -
Bond Issuance Costs - - - - - -
Interest and Paying Agent Fees Paid on Bonds, Notes, and
Certificates of Obligation (476,412) (739) (102,421) (121,820) (401) (701,793)
NET CASH PROVIDED (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES (2,479,587) (31,291) (2,938,720) (608,979) (6,918) (6,065,495)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on Investments 33,720 4,985 44,522 6,331 201 89,759
Proceeds from Maturities of Investments - - ~ Z 2 =
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 33,720 4,985 44,522 6,331 201 89,759
INCREASE (DECREASE) IN CASH DURING YEAR 991,135 111,326 6 233’335 9;3‘223 5;?23 111;25,;28
CASH - October 1 3,740,826 609,779 ,209, ; A 564,243
CASH - September 30 $ 4731961 § 721,105 $__6226879 ¢ 101119 ¢ 65257 _§ 12,756,401
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating Income (Loss) $ 3,549,105 § 8,215 $ 1900150 § 335554 $  (64,302) $ 5,728,722
Adjustments:
Djepreclation Expense 881,748 216,307 251,743 420,071 6,793 1,776,662
Ptin EXperSe (284828) (23.499) (147,024) (17,698) (32,051) (505,100)
Disposal of Fixed Assets 161,315 . 84,172 g - 245,487
Change in Assets and Liabilities: 9,077 & 7
Receivables, Net 88,949 23,983 4 ' - 128,714
Accounts Payable (8,134) (102,923) 432'5;2 (15?04") (8,157) 220,958
Accrued Expense 5,770 2,808 i S 1792 2,279 39,075
Customer Deposits 20,875 - L " = 22,830
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES § 4414800 § 174891 $__ 2619715 § 593380 §  (95438) § 7,657,348
NON CASH INVESTING, CAPITAL, AND
FINANCING ACTIVITIES:
Contribution of Capital Assets $ - $ ’ $ - $ - $ - $ -
The notes to the financial statements are an integral part of this statement. The notes to the financial statements are an integral part of this statement.
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CITY OF GAINESVILLE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. General Statement

The City of Gainesville, Texas (the City) is a political subdivision and municipal corporation of the State of
Texas (State), organized and existing under the laws of the State, including the City’s Home Rule Charter.
The City operates under a City Council/Manager form of government. The City Council is comprised of
the Mayor and six City Council Members who have been elected for staggered two-year terms. The City
Council formulates operating policy for the City while the City Manager is the Chief Administrative Officer.

The services provided by the City are diverse. The City’s services include, but are not limited to, the
traditional local government responsibilities of public safety, streets and transportation, water and
wastewater, solid waste collection and disposal, storm water utility services, environmental health, parks
and recreation leisure services, and a general aviation airport. The respective fund financial statements
and budgets (where legally adopted) of these multi-faceted services are all included in the City's financial
“reporting entity” and more fully described in the immediately subsequent section of this note and the
City's government-wide financial statements.

The accounting and reporting policies of the City relating to the funds included in the accompanying basic
financial statements conform to accounting principles generally accepted in the United States of America
applicable to state and local governments. Generally accepted accounting principles for the local
governments include those principles prescribed by the Governmental Accounting Standards Board
(GASB), the American Institute of Certified Public Accountants, in the publication entitled, “Audits of State

and Local Governmental Units”, and by the Financial Accounting Standards Board (FASB) when
applicable.

B. Financial Reporting Entity

The City’s financial reporting entity comprises the following:

Primary Government: City of Gainesville
Discrete Component Unit: Gainesville Economic Development Corporation (GEDC)

The City’s basic financial statements include the accounts of all City operations. The criteria for including
organizations as discretely presented component units with the City’s reporting entity, as set forth in
Section 2100 of GASB's Codification of Governmental Accounting and Financial Reporting

Standards, include whether:

The organization is legally separate (can sue and be sued in their own name).

The City holds the corporate powers of the organization.

The City appoints a voting majority of the organization’s board.

The City is able to impose its will on the organization.

The organization has the potential to impose a financial benefit/burden on the City and
There is fiscal dependency by the organization on the City.

These factors make the organization meet the criteria for being presented as a discreetly presented
component unit.

Discretely Presented Component Units
Discretely presented component units are separate legal entities that meet the component unit criteria
described above but do not meet the criteria for blending.

The component unit that is discretely presented into the reporting activity type of the City’s report is
presented below:
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CITY OF GAINESVILLE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

Gainesville Economic Development Corporation, Inc. — The purpose of the Gainesville Economic
Development Corporation, Inc. (GEDC) is to promote economic development within the City by
encouraging, developing, and providing financing for manufacturing, industrial, and retail or
commercial operations. The primary source of revenue is a sale and use tax specified in the
Texas Development Corporation Act of 1979, which is remitted to the City by the State of Texas,
and which is then allocated to the GEDC fund. The City provides administrative support to the
GEDC for which it is reimbursed by the GEDC. The GEDC Board of Directors consists of seven
members, appointed by the City Council, at least five of which may not be City officers,
employees, or council members. A separate audit report is issued for the GEDC, a copy of which
may be obtained by writing to 200 S. Rusk, Gainesville, TX, 76240.

C. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
changes in net position) report information on all the activities of the primary government and its
component unit. Activities for the primary government and its component unit are reported separately in
the government-wide financial statements. For the most part, the effect of interfund activity between
governmental activities and business-type activities has been eliminated in these statements. Interfund
services provided and used are not eliminated in the process of consolidation.

Governmental activities are normally supported by property taxes, sales taxes, franchise fees, and grant
revenues from the federal government and the State of Texas. Governmental activities are reported
separately from business-type activities, which rely to a large extent on fees and charges for support.
Significant revenues generated from business-type activities include charges to customers for water and
wastewater services, golf course fees, airport-user charges, wastewater tap fees and reconnection fees.

The statement of activities reports changes in the City’s net position from October 1, 2021 to September
30, 2022. This statement demonstrates the degree to which the direct expenses of a given function of
government are offset by program revenues. Specifically, the City has identified the following functions
of government: support services, public safety services, recreation and leisure services, development
services, water and wastewater services, solid waste operations, stormwater services, municipal airport
operations, and golf course operations. Direct expenses are those that are clearly identifiable with a
specific function of City government. 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 and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included with
program revenues are reported instead as general revenues in the statement of activities.

In addition to the government-wide financial statements, the City also reports separate financial
statements for major governmental funds and proprietary funds; these statements are classified as fund
financial statements. The fund financial statements are organized on the basis of funds, each of which is
considered a separate accounting entity with self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues, and expenditures (or expenses). Governmental resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent and how
spending activities are controlled.

Funds are ordered into two distinct categories: governmental and proprietary. Information in the fund
financial statements is reported on a major fund basis. The City conducts the calculation of major funds
each year under the methods outlined in GASB Statement No. 34. Major individual governmental funds
and major individual proprietary funds are reported as separate columns in the fund financial statements.
Nonmajor funds are reported in the aggregate and separately reported in the combining fund financial
statements. The various funds are summarized by type in the fund financial statements.

The City reports the following major governmental funds at September 30, 2022:
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CITY OF GAINESVILLE, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

General Fund — The primary operating fund of the City. This fund is used to account for all
financial resources of the general government, except those that are required to be accounted
for in another fund.

Assigned Project Fund — This fund is used to account for revenues designated by the City Council
for special projects and capital purchases. Expenditures are limited to projects for the City as
determined by the City Manager.

2022 CO Bond - This fund is used to account for the proceeds of the 2022 Certificates of
Obligation. Expenditures are limited to projects set forth in the planning documents for this debt
issuance.

The City reports the following major proprietary funds at September 30, 2022:

Water and Sewer Utility Fund — This fund accounts for water and wastewater system services
provided for residents of the City, including administration, operations, maintenance, debt
service, billing, and collection.

Municipal Airport Utility Fund — This fund accounts for revenues and costs related to the
operations of the City’s municipal airport. Major sources of revenue for the airport are fuel sales
and hangar rental.

Stormwater Utility Fund — This fund accounts for the costs related to management of the City’s
stormwater d<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>