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FINANCIAL SECTION



Independent Auditors’ Report

To the Honorable Mayor and
Members of the City Commission
City of Hereford, Texas

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of the
City of Hereford, Texas, as of and for the year ended September 30, 2021, and
the related notes to the financial statements, which collectively comprise
the City’'s basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based
on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of the
City of Hereford, Texas, as of September 30, 2021, 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.

McGinty & Associates, LLP
Certified Public Accountants

205 W. 4th Street, Suite 201

& : Hereford, Texas 79045
(806) 364-6432




Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America
require that the budgetary comparison information, the schedule of changes in
net pension 1liability and related ratios, the schedule of employer
contributions and the schedule of changes in total OPEB liability and related
ratios on pages 39 through 42 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of the 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.

Management has omitted the Management’s Discussion and Analysis that
accounting principles generally accepted in the United States of America
require to be presented to supplement the basic financial statements. Such
missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical
context. Our opinion on the basic financial statements is not affected by
this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the City of Hereford, Texas’ basic
financial statements. The combining statements on pages 44 and 45 are
presented for purposes of additional analysis and are not a required part of
the basic financial statements.

These combining statements are the responsibility of management and were
derived from and relate directly to the underlying accounting and other
records used to prepare the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic

financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining statements are fairly stated in all

material respects in relation to the basic financial statements taken as a
whole.

"fn,t'Amt’ v dma.LJW
Hereford, Texas
March 29, 2023



CITY OF HEREFORD, TEXAS

STATEMENT OF NET POSITION
SEPTEMBER 30, 2021

Primary Government

Govern- Business- Component
mental Type Unit
Activities Activities Total HEDC
ASSETS
Ca ShiSepebiloatmmmatilrins ot tlnsiEes $ 2,943,671 $ 4,100,440 $ 7,044,111 S 5,061,374
Investment sl nis il 485,022 1,321,826 1,806,848 -
Receivables (Net) :
PropeBtyAiTaxe Sis i siides 79,110 = 79,110 =
A'Ccoun t s nla S i ISt 227,018 770,815 997,833 =
Due from State .......... 53,750 764,112 817,862 -
NO1: € SE i sy e i dh it - - - 100,000
Ot he Erisr st arn e i b U, 25,808 - 25,808 -
Internal Balances.......... 178,100 (178,100) - =
Due from Component Unit.... 351, 601 - 351,601 =
IENVEN EOIF1E STkt arnsiqaustna S S 18,516 239,097 257,613 -
Restricted Assets.......... - 1,593,093 1,593,093 =
Capital Assets:
Non-Depreciable ......... 939,487 7,230,126 8,169,613 137,220
Depreciable, Net ........ 14,524,742 10,211,992 24,736,734 3,823
Totall AssetsEEriiimds ot 19,826,825 26,053,401 45,880,226 5,302,417
DEFERRED OUTFLOWS OF RESOURCES 412,748 114,602 527,350 7,922
LIABILITIES
Accounts Payable........... 763,005 870,358 1,633,363 8,587
Accrued Liabilities........ = 35,010 35,010 =
Deferred Revenue........... - 15,625 15,625 =
Due to Primary Government .. = = = 351,601
Non-Current Liabilities:
Due Within One Year ..... 95,890 629,922 725,812 =
Due in More Than One Year 211,998 5,459,556 5,671,554 -
Net Pension Liability ... 1,138, 666 316,156 1,454,822 215855
Total OPEB Liability .. 280,743 77,950 358,693 5, 388
Dep0osi LSl iR e S rR e - 301,200 301,200 =
Total Liabilities..... 2,490, 302 7,705,777 10,196,079 382,401
DEFERRED INFLOWS OF RESQURCES 908, 030 252,119 1,160,149 17,428
NET POSITION
Net Investment in
Capital Assets .......... 15,156,341 11,352,640 26,508,981 141,043
Restricted for:
Deb S ervaic e lrr A - 457,194 457,194 -
Capital Improvements ... - 1,135,899 1,135,899 =
Pollli'cell sy Rl Masii ety o LIS, 2316 - 115,157 =
Pa rik Sta it Bl ath Bl S 2l 75,166 - 75,166 =
Unre st cte d PesEESISalie i 1,494,516 5,264,374 6,758,951 4,769,467
Total Net Position .. $16,841,241 $18,210,107 $35,051,348 $ 4,910,510

See Accompanying “Notes to Fin

ancial Statements”
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CITY OF HEREFORD, TEXAS

BALANCE SHEET ~ GOVERNMENTAIL FUNDS

SEPTEMBER 30, 2021

Other
General Governmental
Fund Funds Total
ASSETS
Ca s hti s eRiydar Smine fos i s $2,651, 354 $ 292,317 $2,943,671
Investmen tsheiimnn e it B SR S s 485,022 - 485, 022
Receivables (Net):
PrOPETEYarla X e Sl S 79,110 - 79,110
ACCOUN t S My N e v 2 WA (R 227,018 - 227,018
DuelstromiiS tat e J s S - SBMH1S 0 53,750
Ot he i rat s afer i ier i e el i q 25,808 - 25,808
Due from Other Funds............. 275, 686 - 275, 686
Due from Component Unit.......... 351, 601 - 351,601
TrVentorele SR S et (o 18,516 - 18,516
Totadi-A's se sty i i v IPREw i SoLieh Lo $4,114,115 S 346,067 $4,460,182
LIABILITIES
Accounts Payable...i...oiviviv.i.. $ 697,824 S 65,181 $ 763,005
DUeSit oX Ot he Tk uNd Syt s s sy - 97,586 97,586
TotaliLiabilities it o 697,824 162,767 860, 591
DEFERRED INFLOWS OF RESOURCES
Unavailable Property Tax Revenue. 59,026 = 59,026
Total Deferred Inflows of Resources 59,026 = 59,026
FUND BALANCES
Nonspendable:
TN Ve N GO rHE S It SR S i s 18,516 = 18,516
Restricted for:
POlMiIC e Sal et S in i A Sl e 7,084 108,134 115,218
Park Syt e i ot e s R U - 75,166 75,166
Unals'si'gnedii s s sesce St ch it K] 3,331, 665 = 3,331, 665
Total Fund Balances ........... 3,135{i2'65 183, 300 3,540,565
Total Liabilities and
BEund®Balllance's s i it $4,114,115 S 346,067 $4,460,182

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

BALANCE SHEET - GOVERNMENTAL, FUNDS (continued)
SEPTEMBER 30, 2021

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION:

Total Fund Balance - Total Governmental Funds .............o.o.ooo.. $ 3,540,565

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

Capital assets of $32,419,735, net of accumulated
depreciation of $16,955,506 are not financial
resources and, therefore, are not reported in
governmentalShfund sy et o e e o pailw aos e S e e S 15,464,229

Deferred outflows of resources are not available
financial resources and, therefore, are not
reportediinigovernmentaliifundst i s A 412,748

Long-term property tax receivables are not
available to pay current period expenditures
and, therefore, are unavailable in governmental funds..... 59,026

Long-term liabilities are not due and payable
in the current period and are not reported
iin¥governmentalfifundsgeaeartss i ERea sy e R (307,888)

Net pension liability is not due and payable
in the current period and is not reported
in¥governmentalitfncl sty o gt el S s S s (1,138, 666)

Total OPEB liability is not due and payable
in the current period and is not reported
1ndithelgove rnmentalil £ ind s s sl e S S s (280, 743)

Deferred inflows of resources are not due and
payable in the current period and are not

reportediin¥governmentaldifundsiios s, Lo, S Ut S LU (908, 030)
Net Position of Governmental Activities ...........woeurumrunsonii. $16,841,241

See Accompanying “Notes to Financial Statements”
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REVENUES:

CITY OF HEREFORD, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS

YEAR ENDED SEPTEMBER 30, 2021

BropertyiiTaxe st G i e s

Sales Taxes

Motel Occupancy Taxes............
Charges for Services.............
GrantiRevenue St I G i

EXPENDITURES:

Current:

General Government ............
BublbireifS'a fe tay Bantimstad MUt sie
Muni‘capailC ou r AR EIE SIS A By
Streets and Public Works ......
Sanitation and Health .........
Parks and Recreation ..........

Airport

.......................

CapittallOn il Vst U SR
Debt Service:
Principal Retirement ..........
InterestiCharge's it i en

EXCESS (DEFICIT) OF REVENUES

OVER EXPENDITURES ................

OTHER FINANCING SOURCES (USES) :

Lransifie s ST s e R e

NET CHANGE IN FUND BALANCES ........

FUND BALANCES:

Beginning of Year................

End of Year

......................

See Accompanying “Notes to Financial Statements”
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Other

General Governmental
Fund Funds Total
$ 2,245,623 S = $ 2,245,623
1,914,592 - 1,914,592
996,470 - 996,470
240,147 - 240,147
3,481,191 - 3,481,191
2,514,596 247,998 2,762,594
4,024 611 4,635
2,322,527 42,186 2,364,713
20,807 - 20,807
13,739,977 290, 795 14,030,772
726,487 - 726,487
3,796,995 - 3,796,995
185,857 - 185,857
1,606,431 - 1,606,431
1,581,864 - 1,581,864
1,892,264 10,000 1,902,264
431, 691 - 431,691
3,086,001 213,881 3,299,882
441,030 - 441,030
11,681 - 11,681
13,760,301 223,881 13,984,182
(20, 324) 66,914 46,590
2,800,000 20,706 2,820,706
561,185 - S, LS
41,875 - 41,875
(14,406) - (14,406)
3,388,654 20,706 3,409, 360
3,368,330 87,620 3,455,950
(11,065) 95,680 84,615
$13,357,265 $ 183,300 $ 3,540,565



CITY OF HEREFORD, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS (continued)
YEAR ENDED SEPTEMBER 30, 2021

RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES:

Net Change in Fund Balances - Total Governmental Funds ........... $3,455, 950

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

Governmental funds report capital outlays as
expenditures; however, in the statement of
activities, the cost of those assets is allocated
over their estimated useful lives and reported
as depreciation expense:
Cap it IO W Bl 8y, SR s R e sy R i 3,299,882
DeprecilathoniiFx pe n's cfy:rar e S o s s e e (1,038,835)

Governmental funds report payments to the pension
plan and the OPEB plan as expenditures; however,
in the statement of activities, pension expense
is recorded in accordance with GASB 68 and OPEB
expense is recorded in accordance with GASB 75:
BenefEP T aniBR alyine n tstsisimes il i s i G e 466,692
Bene Fitt@PlfanWE X pen S € e aNe e iR S s e e e (167,071)

Revenues in the statement of activities that do not
provide current financial resources are not reported
as revenues in the funds:
Change in unavailable deferred property tax revenue..... (4,132)

The proceeds of debt issuance provide current financial
resources to governmental funds, but issuing debt
increases long-term liabilities in the statement of
net position. Repayment of debt principal is an
expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the
statement of net position:

LoaniiProceedsEyviiae: Salait SInaie sl R e RS S (561,185)
Deb R e P yIm e I S e e e ) 441,030
Change in Net Position of Governmental Activities ................ $5,892,331

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

STATEMENT OF NET POSITION - WATER AND SEWER FUND
YEAR ENDED SEPTEMBER 30, 2021

CURRENT ASSETS

G P R B bR S o e A e e et e e S : $ 4,100,440
LILVe S LIie Nt S i I h s L s T e Sl ekl o s S S S 1,321,826
Receivables (Net):
ACCOUT L Sh it bl s ot p i e s e e gt s 770,815
DuelfromyStateParta el SR iliaiss SRir S EnT A IE SR e R G g S 764,112
DueRtromyOthe rp Fund szt st Ty S Sk dan i i e o A 94
Inventorile sEyutvataamziieiasty it bl oo Sne T c e R A s O e R 239,097

7,

196,384

NONCURRENT ASSETS

RESErI CtediASSe L s I e S e S L S At s i1e
Capital Assets:
NonzDepreciabl efies i 8oy e saem et e G T A S i A T
Depreciablie,itNe byt il St Sou i s i e e 10,

593,093

230,126

211,992
035,211

19,

LOL ALEIAS s b S e e L o N 26,

231,595

114,602

870,358
35,010
178,194 -
15,625
629,922

729,109

1,

NONCURRENT LIABILITIES

Long-Term Debt, Amounts Due in More Than One Y.© & Xy e e R e R 5,459,556
Ne tlBbens i'on®hiab ikt y st i ramiic e Sk i e aiaet g n i Sl SR a2 o 316,156
Lo tadkOPEBREI abiil it yismvie bad i linr s e S ah sl g el 77,950
DepO S b s TSl ot e m T i R R R e e s e R R 301,200
6,154,862
Lotalel, Fabiila e stitreg Rt op e s ietisic. shacs onit S 0 o Sl s 7,883,971
DEFERREDHTNFLOWSHOE RESOURCES Tt s Fs Muss sl S s i St s s S Sl 252,119
NET POSITION
NetigInvestmentiingCapitall ASsets i i oin . imait A0 e selie i St 11,352,640
Restricted for:
Deb ERSe ru.i‘ce sl iy Bl L A R s s L an N R G e 457,194
Cap it 48l mpr ovemen by s el @i se e I d RS SR O 1,135,899
Unrestricredit sy e e o S W v A s DT 5,264,374
TotalfiNe BlPOSIEa on i et SN cuE s i el St o S T G e S i1 $18,210,107

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND
NET POSITION — WATER AND SEWER FUND
YEAR ENDED SEPTEMBER 30, 2021

OPERATING REVENUES:

e B T G e e N Lo s $ 6,137,960
S eyle Ty B NI 7 SH s S e R S e s R S I e e e DS e L 1,583,637
Benia ] e S e N T A S T s 150,873
Senvicenl aps ey SaRa s i ey o i S e N S Rt 81, 368
Mirsceltlane ous i elimnati i e e e s S e R 12,814

7,966,652

OPERATING EXPENSES:

B LS ONNIe T C O S R D e A e e e B RS i) i 1,238,604
DeprecddtionianditAmor tilza tiont y.aa s missiipai e e s e S A 770,024
Heati7sli gh tiandmbowe Tl e inle caii i e e el g i S A 767,719
Repair siand@MaiinEenancesbas i MEESai IS s e S R S e 746,763
L S LT AT G e e A Rl Ry 261,758
sSuppliessandiChemi'cal si=siniatnvia bl SR e s s S S b T e 201, 020
Bl i e e e A L i et SR [ i S 38,627
LablFxpen s e iy s iy Sy ot i e b S Hil G IR 35,866
Wate ol Pl CHIE S € 8 e o S S G e A et 34,313
Due s A N E e € SR N ey e B S Ay 22,023
Leleph O et S LR ot G s A ST i e g e B e 18,099
Unifor msitds Bl MHm AR Tl et Drfl R Bt P el S L e A e DT 9,125
Miscelfane o sh s eiie s J e i S S L = 9,015
i e by b L R T T A B a0 S o T AP E e E I C e e S U 4,160
Brope niy L Ta X e S e A R S S Rl sl e e 3,032
R Ty S e S B F e O N R e s M e 2,855

4,163,003
IncometfromilOperatilon s iy i o Ml il MR s rul SLaliie Ao i B sy 3,803,649

NONOPERATING REVENUES (EXPENSES) :

LeasewTncome i i i ST SN vl Be Ly 0 O e I T Cr i) 63,700
Incerestisin comen iy sineliiisitn apri St s it i i s o e Ol 5,817
SALENOTEAS S e L ST BIs¥iyt et das it Gl i o i aND S RS Sl S Syl 17,000
Interestiandabi'scaliCharge s ares e cile sl sl Re e (59,169)

27,348

IncomemBe forelTrans fers Sisp sk it Eae i Se s st e I eI N ot 3,830,997
Lransfe rssOutaeentilst oot i paidf s o et sl e e e e (2,806, 300)
CHANGERTNiNE B POSTTEONS b S e Va8 A0 Sl L ) e s i S i oty 1,024,697
NetiBos '3 onie=liBe g inn i n gey o st S SN G as i s e s 17,185,410
NEWPOS1E 1 on R AEN I Gae i ala ks At s BBk Ol e $18,210,107

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

STATEMENT OF CASH FLOWS — WATER AND SEWER FUND

YEAR ENDED SEPTEMBER 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Cash Provided by (Used for) Operations.....................

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Ren E'sHIRE Ce 3y e dr s e S Sy e e b L el

Net Cash Provided by (Used for) Noncapital
Erln'an cain giiA ¢ EH AV Eh e s e i S L e

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
BrEoceedsiiFromEs alllellio fl Als s e s e e e S L
Acquisition and Construction of Capital ASSetS.................
RrincipalitPaidfon®BondiEMaturiltile s it aiwisice sty Sl e

Net Cash Provided by (Used for) Capital and
Rellate dizBiinancrn girAC Ghavistile s Ruem i i S

CASH FLOWS FROM INVESTING ACTIVITIES:

inVie s e T C O e PR O e P e e
PurchaseflofiiCe rtitfiicatestofilDe DO S L i . i o S e S e
Net Cash Provided by (Used for) Investing Activities...........
NETSTNCREAS Eli(DECRE A S E ) T N G S H e
CashiiEBeginniinglo flkY e a TN e i i A o e e S
Cash,SFndiio fEpYearv. e e sut S RIS S e R s st S fars e LS,
Ca's hESAUN re s trdlc Eo de sy N I o e e N S A MR B S e
Ca ShEGIRESETICE o d el tiar St S by T O e R e s

See Accompanying “Notes to Financial Statements”
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$7,924,337

12,814
(2,307,867)
(1,124, 055)
4,505,229

63,700
(2,806,300)

(2,742, 600)

17,000
(3,438,292)
(550, 000)
(29,270)
(308,952)

(4,309,514)
5,730

(1,736)
3,994

(2,542,891)
8,236,424

$5,693,533

$4,100,440

1,593,093

$5,693,533



CITY OF HEREFORD, TEXAS

STATEMENT OF CASH FLOWS — WATER AND SEWER FUND (continued)

YEAR ENDED SEPTEMBER 30, 2021

RECONCTLTATION OF INCOME (LOSS) FROM OPERATIONS TO

NET CASH PROVIDED BY (USED FOR) OPERATIONS:

Income (Loss) from Operations

Adjustments to Reconcile Net Income
to Net Cash Provided by Operations:
Dep e cd'a t-1fon B SN Rt B e i o g e
Changes in Assets and Liabilities:
in Accounts Receivable ................
1N @Tnventory s uEaaRIE S S
in Pension & OPEB Related Accounts ...
in Water Deposits
INEACCoUN ESHMPayablie i Wi En IS L
in Accrued Property Taxes .............

(Increase) Decrease
(Increase) Decrease
Increase (Decrease)
Increase (Decrease)
Increase (Decrease)
Increase (Decrease)

Net Cash Provided by (Used

for) Operations

.....................

.....................

See Accompanying “Notes to Financial Statements”
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$3,803,649

770,024

(386,113)

(8,799)

(89,549)

(14,625)
430,547
95

$4,505,229



CITY OF HEREFORD, TEXAS

STATEMENT OF FIDUCIARY NET POSITION
SEPTEMBER 30, 2021

Employee Golf
Retirement Course/
Fund Team Fund Total
ASSETS
Ca's h tE e e e a S S A R R T S 1,811 $ 21,205 $ 23,016
Deferred Compensation Plan Assets 202,682 - 202,682
TotalfiAsset sElMirape wi i Sirii- s 204,493 21,205 225,698
LIABILITIES
Due to General Fund.............. 1,811 257 2,068
NET POSITION
Held for Employee Retirement..... 202,682 = 202,682
Held for Golf Course/Golf Team... - 20,948 20,948
Total Net Position ............ S 202,682 S 20,948 S 223,630

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
YEAR ENDED SEPTEMBER 30, 2021

Employee Golf
Retirement Course/
Fund Team Fund Total
ADDITIONS
Employee Contributions........... $ 2,612 $ = $ 2,612
DO a 7o n SR e e S R e = 300 300
Investment Income................ 14,380 47 14,427
Total ATt IION S, e e R 16,992 347 17,339
DEDUCTIONS
Ben e fatt Skrelpeionaiasieatninh Qe ail] 1,152 - 1,152
Administrative Expense........... 700 - 700
Golf Course/Team Expense......... = = -
[EotalMiDe duc thlon s el S asEeli S 1,852 - ISB8I52
Change in Net Position ........ 15,140 347 15,487
Net Position ~ Beginning ........... 187,542 20,601 208,143
NetiPosition: — Ending iis i oi i, $ 202,682 $ 20,948 $§ 223,630

See Accompanying “Notes to Financial Statements”
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of Hereford operates under a Council-Manager form of government and
provides the following services: public safety, streets, sanitation and health,
culture and recreation, public improvements, planning and zoning, airport
operations, water and sewer utilities, and general administrative service. The
following is a summary of the more significant policies:

A. The Reporting Entity:

The accompanying financial statements present the City’s primary government
and the component unit, Hereford Economic Development Corporation (HEDC), over
which the City exercises significant influence. Significant influence or
accountability is based on operational or financial relationships with the
City (as distinct from legal relationships). The HEDC was incorporated in 1994
for the purpose of providing economic assistance to businesses located in or
relocating to. the City of Hereford and the surrounding area. Separate
financial statements for the HEDC are not issued.

B. Government-Wide and Fund Financial Statements:

Government-Wide Financial Statements:

The government-wide financial statements include the statement of net position
and the statement of activities. These statements report financial information
for the City as a whole. The primary government and component unit are
presented separately within the financial statements with the focus on the
primary government. Individual funds are not displayed, but the statements
distinguish governmental activities, generally supported by taxes and City
general revenues, from business-type activities, generally financed in whole
or part with fees charged to external customers.

The statement of activities reports the expenses of a given function offset by
program revenues directly connected with the functional program. A function is
an assembly of similar activities and may include portions of a fund or
summarize more than one fund to capture the expenses and program revenues
associated with a distinct functional activity. Program revenues include: (1)
charges for services which report fees, fines and forfeitures, and other
charges to users of the City’s services; (2) operating grants and
contributions which finance annual operating activities; and (3) capital
grants and contributions which fund the acquisition, construction, or
rehabilitation of capital assets. These revenues are subject to externally
imposed restrictions to these program uses. Taxes and other revenue sources
not properly included with program revenues are reported as general revenues.

Fund Financial Statements:

Fund financial statements are provided for governmental, proprietary, and
fiduciary funds. Major individual governmental and proprietary funds are
reported in separate columns with composite columns for non-major funds.

G Measurement Focus, Basis of Accounting, and Financial Statement Presentation:
The financial statements of the City are prepared in accordance with generally
accepted accounting principles (GAAP). The City’'s reporting entity applies all
relevant Governmental Accounting Standards Board (GASB) pronouncements and
applicable Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30,
1989, unless they conflict with GASB pronouncements.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) :

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(continued) :

The government-wide statements report using the economic resources measurement
focus and the accrual basis of accounting. Reimbursements are reported as
reductions to expenses. Proprietary fund financial statements also report
using this same focus and basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property tax revenues are recognized in the
year for which they are levied while grants are recognized when grantor
eligibility requirements are met.

Governmental fund financial statements report using the current financial
resources focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Available means
collectible within the current period or soon enough thereafter to pay current
liabilities. The City considers revenues to be available if they are collected
within 60 days of the end of the fiscal year. Expenditures are recorded when
the related fund liability is incurred, except for long-term debt principal
and interest which are reported as expenditures in the year due.

Fund Types and Major Funds:

The City considers its General Fund and its Water and Sewer Fund to be major
funds.

General Fund:
The General Fund is the primary fund of the City. It is used to account for
all financial resources not accounted for in another fund.

Special Revenue Funds:

Special Revenue Funds are used to account for the proceeds of specific
resources (other than major capital projects) that are legally restricted to
expenditures for specified purposes.

Capital Projects Funds:

Capital Project Funds account for financial resources to be used for the
acquisition and construction of major capital facilities, which are not
financed by the Water and Sewer Fund.

Water and Sewer Fund:

The Water and Sewer Fund is used to account for operations of the utility
system, which is financed and operated in a manner similar to private business
enterprises. For the purpose of its statement of cash flows, the City
considers all highly liquid debt instruments purchased with maturity of three
months or less to be cash equivalents.

Fiduciary Funds (not included in government-wide statements):
Fiduciary funds are used to account for assets held by the City in a trustee
capacity or as an agent for individuals, other governments, or other funds.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) :

E.

Capital Assets and Depreciation:

The City’s property, plant, equipment, and infrastructure with useful lives of
more than one year are stated at historical cost, except for street paving,
curbs and gutters. The City is not required to retroactively capitalize
infrastructure and has not done so for governmental funds infrastructure. The
City, however, will prospectively capitalize all infrastructure. The City’s
property, plant, equipment, and infrastructure are comprehensively reported in
the government-wide statements. Donated assets are stated at fair value on the
date donated. The costs of normal maintenance and repairs that do not add to
the asset value or materially extend the useful lives are not capitalized.
Capital assets, including those of the component unit, are depreciated using
the straight-line method over the estimated useful lives of the assets. When
capital assets are disposed, the cost and applicable accumulated depreciation
are removed from the respective accounts, and the resulting gain or loss is
recorded in the operations.

Estimated useful lives are as follows:

ERLILeBUNCET ! nio it of o did s bia nd blo & 40 Years
Improvements, Other

thany Builidiings i Haa i 10-40 Years
Machinery and Equipment ..... 5-20 Years

Long-Term Debt:

In the government-wide and proprietary fund financial statements, outstanding
debts are reported as liabilities. The governmental fund financial statements
recognize the proceeds of debt as other financing sources of the current
period and repayments of debt as expenditures of the current period.

Use of Estimates:

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

Inventories:
Inventories are stated at cost using the first-in, first-out method.

Date of Management’s Review:
Management has evaluated subsequent events through March 29, 2023, the date
the financial statements were available to be issued.

Proprietary Fund Revenues and Expenses:

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses denerally result from
providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating
revenues of the Water and Sewer Fund are charges for water and sewer services.
Operating expenses for the Water and Sewer Fund include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

20



CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) :

e

Restricted Resources:

When both restricted and unrestricted resources are available for use, it is
the City’s policy to use restricted resources first, then unrestricted
resources as they are needed. ;

FUND EQUITY:
In the government-wide and proprietary fund financial statements, equity is
classified as net position and displayed in three components:

1) Net investment in capital assets consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any
notes or other borrowings attributable to those assets.

2) Restricted net position consists of net assets with constraints placed on
the use' either by external groups, such as grantors or laws and regulations
of other governments, or law through enabling legislation.

3) Unrestricted net position consists of all other assets that do not meet the
definition of “restricted” or “net investment in capital assets.”

In the governmental funds financial statements, equity is classified as fund
balance. Fund balance is further classified as follows:

1) Nonspendable includes fund balance amounts that cannot be spent either
because it is not in spendable form or because of legal or contractual
requirements.

2) Restricted includes fund balance amounts that are constrained for specific
purposes which are externally imposed by providers, such as creditors or
amounts constrained due to enabling legislation.

3) Committed includes fund balance amounts that are constrained for specific
purposes that are internally imposed by the City through formal action of
the highest level of decision making authority. The City Council is the
highest level of decision making authority that can, by adoption of an
ordinance prior to the end of the fiscal year, commit fund balance. Once
adopted, the limitation imposed by the ordinance remains in place until a
similar action by the City Council is taken to remove or revise the
limitation.

4) Assigned includes fund balance amounts that are constrained by the City’s
intent to be used for specific purposes, but are neither restricted nor
committed. Intent can be stipulated by the City Council. With the exception
of the General Fund, this is the residual fund balance of the
classification for all governmental funds with positive balances.

5) Unassigned includes the residual balance of the General Fund that has not

been assigned to other funds and that has not been restricted, committed,
or assigned to specific purposes.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) :

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

N. Defined Benefit Other Postemployment Benefit Plan:
For purposes of measuring the OPEB liability, deferred outflows of resources
and deferred inflows of resources related to the OPEB plan, and OPEB expense
have been determined on the same basis as they are reported by TMRS. For this
purpose, benefit payments are recognized when due and payable in accordance
with the benefit terms for the OPEB plan.

NOTE 2 - BUDGETS AND ACCOUNTABILITY:

The City Manager submits an annual budget in accordance with applicable state laws
and regulations. The budget is presented to the City Commission for review, and
public hearings are held to address priorities and the allocation of resources.
Before the start of the next fiscal year, the City Commission adopts the budget
for City operating funds. Once approved, the City Commission may amend the legally
adopted budget when unexpected modifications are required in estimated revenues
and appropriations.

NOTE 3 - RESTRICTED ASSETS:
The Water and Sewer Fund has $457,194 in cash, which is restricted for debt

service of bonds payable and $1,135,899 in cash, which is restricted for water
system improvements.

NOTE 4 - RECEIVABLES, UNCOLLECTIBLE ACCOUNTS, AND .DEFERRED INFLOWS OF RESOURCES:
Significant receivables include amounts due from customers primarily for utility
services and trash collection, and amounts due from property taxes receivable.
Allowances for non-collectible accounts have been recorded based on the estimated
amount of uncollectible accounts. The allowance in the general fund is $106, 787
and the allowance in the Water and Sewer Fund is $206,099.

Property taxes attach as an enforceable lien on property as of January 1. Taxes
are levied on October 1 and are due and payable at that time. All unpaid taxes
levied October 1 become delinquent February 1 of the following year.

In the governmental fund financial statements, property taxes receivable are
recorded at the total amount of delinquent taxes owed at the fiscal year end. If
delinquent taxes are not paid within 60 days of the fiscal year end, they are
recorded as a deferred inflow of resources.

In the government-wide financial statements, property taxes receivable and related

revenue include all amounts due the City regardless of when the cash is received.
Over time, substantially all property taxes are collected.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS

NOTE 5 - LONG-TERM DEBT:

Long-term debt of the Governmental Funds as of September 30, 2021,

following:

First Financial Bank,
monthly payments of $4,521,
including interest at 3.25%,
through January 2022,
secured by fire truck

First Financial Bank,
monthly payments of $3,763,
including interest at 3.25%,
through November 2021,
secured by road grader

First Financial Bank,
monthly payments of $2,465,
including interest at 4.25%,
through March 2023, secured
by golf carts

First Financial Bank,
monthly payments of $4, 964,
including interest at 3.25%,

SEPTEMBER 30, 2021

consists of the

through January 2026, secured

by street sweeper

Happy State Bank,
monthly payments of $4,948,
including interest at 2.99%,
through March 2026, secured
by street sweeper

Happy State Bank,

nmonthly payments of $1, 980,
including interest at 2.99%,
through July 2023, secured
by golf carts

Balance Balance Due Within
9-30-20 Increases Decreases 9-30-21 One Year
$ 66,262 $ = $(52,858) $ 13,404 $ 13,404
51,500 = (44,121) 7,379 7,379
69,971 = (69,971) = ~

= 274,080 (274,080) = =

= 244,846 = 244,846 52,305

= 42,259 = 42,259 22,802
$187,733 $561,185 $(441,030) $307,888 $ 95,890

Future maturities of long-term debt of the Governmental Funds are as follows:

Year Ending
September 30,
2 () 2.2/ S TN AL e R

Principal Interest Totals
e $ 95,890 $ 7,660 $103,550
s 72,874 5,296 78,170
e 55,036 3,410 58, 446
A8 56,704 1,741 58, 445
&% 27,384 229 27,613

$307,888 $ 18,336 $326,224

23



CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 5 - LONG-TERM DEBT (continued) :
Long-term debt of the Water and Sewer Fund as of September 30, 2021, consists of
the following:

Balance Balance Due Within
9-30-20 Increases Decreases 9-30-21 One Year
First Financial Bank,
monthly payments of $2,510,
including interest at 3.25%,
through Jan. 2022, secured
by equipment ........... $ 39,192 § SRS ERN(21078257 0)a S 9,922 S 9,922

Water and Sewer 2020 series

general obligation refunding

bonds, dated May 14, 2020,

due in annual installments

through Feb. 15, 2027,

bearing interest rates

of 4.00% to 5.00% 2,400,000 = (295,000) 2,105,000 310,000

Water and Sewer 2020 series
combination tax and revenue
certificates of obligation,
dated May 14, 2020, due

in annual installments
through Feb. 15, 2030,
bearing interest rates

of 4.00% to 5.00% 3,630,000 - (255,000) 3,375,000 310,000
6,069,192 = (579,270) 5,489,922 $ 629,922
Unamortized premium 804,654 = (205,098) 599, 556

$6,873,846 S

$ (784,368) $6,089,478

Future maturities of long-term debt of the Water and Sewer Fund are as follows:

Year Ending

September 30, Principal Interest Totals
2,022 PR E s S S R IR $ 629,922 $ 237,029 S 866,951
2 023 S e GGt LG e 650, 000 205,213 855,213
20 2- 4R SR v e Rl i 680, 000 171, 963 851, 963
202 5SS A i - S e WS 720,000 136,962 856,962
2 ()2 6 et e e B e e S S 750, 000 100, 681 850,681
202§ E0R2 08 OFERCEIEE s e R 2,060,000 144,400 2,204,400

$5,489,922 $ 996,248 $6,486,170

Revenue bonds are collateralized by the revenue of the water and sewer system and
the various special funds established by the bond ordinances. The City is in
compliance with all significant bond indentures and restrictions.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 6 - COMPENSATED ABSENCES:
Employees of the City of Hereford are entitled to paid vacation days and paid sick

days depending on job classification, length of service, and other factors. It is
impracticable to estimate the amount of compensation for future absences, and
accordingly, no liability has been recorded in the accompanying financial
statements. It is the policy of the City to recognize the costs of compensated
absences when actually paid to employees.

NOTE 7 - RISK MANAGEMENT:

The City is exposed to various risks of loss related to torts; theft of, damage
to, or destruction of assets; errors or omissions; injuries to employees; and
other claims of various natures. The City purchases insurance from Texas Municipal
League Intergovernmental Risk Pool (TML-IRP) to indemnify it in the event of loss.
The City pays annual premiums for such coverage. TML-IRP purchases re-insurance,
and the City does not retain risk of loss exceeding deductibles. The City has had
no significant reduction in insurance coverage from the previous year and claims
have not exceeded coverage in the last three years.

NOTE 8 - DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES::

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes
report a separate section for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The City also has
one item, which arises only under a modified accrual basis of accounting, which
qualifies for reporting in this category. Accordingly, the item, unavailable
property tax revenue, is reported only in the general fund balance sheet. These
amounts are deferred and recognized as an inflow of resources in the period that
the amounts become available.

NOTE 9 - NOTES RECEIVABLE:
Notes receivable in the component unit, Hereford Economic Development Corporation,
consist of the following:

Note receivable from Hereford Trailer Center, LLC in the
original amount of $100,000, the note is due in full on
July 15, 2025 and bears no interest. If certain employment

goals are met, a portion of the loan will be forgiven.
Thisinoteiissunsecurediise i ot ey e e $100,000
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 10 - DEPOSITS AND INVESTMENTS:

The City’'s funds are required to be deposited and invested under the terms of a
depository contract. The depository bank deposits for safekeeping and trust with
the City’s agent bank approved pledged securities in an amount sufficient to
protect City funds on a day-to-day basis during the period of the contract. The
pledge of approved securities is waived only to the extent of the depository
bank’s dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.

Cash Deposits
The City's cash deposits at September 30, 2021, were entirely covered by FDIC
insurance and pledged collateral held by the agent bank.

Investments

The City is required by Government Code Chapter 2256, the Public Funds Investment
Act, to adopt, implement, and publicize an investment policy. That policy must be
written; primarily emphasize safety of principal and liquidity; address investment
diversification, yield, and maturity and the quality and capability of investment
management; and include a list of the types of authorized investments in which the
investing entity’s funds may be invested; and the maximum allowable stated
maturity of any individual investment owned by the entity.

The Public Funds Investment Act (Act) requires an annual audit of investment
practices. Audit procedures in this area conducted as a part of the audit of the
basic financial statements disclosed that in the areas of investment practices,
management reports and establishment of appropriate policies, the City adhered to
the requirements of the Act. Additionally, investment practices of the City were
in accordance with local policies.

The Act determines the types of investments which are allowable for the City.
These include, with certain restrictions, (1) obligations of the U.S. Treasury,
certain U.S. agencies, and the State of Texas, (2) certificates of deposit, (3)
certain municipal securities, (4) money market savings accounts, (5) repurchase
agreements, (6) bankers acceptances, (7) mutual funds, (8) local government
investment pools, (9) guaranteed investment contracts, and (10) common trust
funds.

The City’s investments at September 30, 2021, are shown as follows:

Percentage Credit
Type of Security Fair Value of Total Rating Investment Maturity

Primary Government:
Certificates of Deposit $1,806,848 100.00% N/A Less than one year
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAIL. STATEMENTS
SEPTEMBER 30, 2021

NOTE 10 - DEPOSITS AND INVESTMENTS (continued) :

Analysis of Specific Deposit and Investment Risks

GASB Statement No. 40 requires a determination as to whether the City was exposed
to the following specific investment risks at year end and if so, the reporting of
certain related disclosures:

A. Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations. The ratings of securities by nationally
recognized rating agencies are designed to give an indication of credit risk.
At year end, the City was not significantly exposed to credit risk. At
September 30, 2021, the City’s investments are rated as to credit quality as
shown above.

B. Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by
deposit insurance plus the amount of the pledged securities. At year end, the
City was not exposed to custodial credit risk.

C. Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a government'’s
investment in a single user. At year end, the City’s exposure to concentration
of credit risk is shown above as the percentage of each investment type.

D. Interest Rate Risk
This is the risk that changes in interest rates will adversely affect the fair
value of an investment. At year end, the City's exposure to interest rate risk
is summarized in the above table. Since the investments are certificates of
deposit, the rate of return is guaranteed and the City is not exposed to any
interest rate risk.

E. Foreign Currency Risk
This is the risk that exchange rates will adversely affect the fair value of an
investment. At year end, the City was not exposed to foreign currency risk.

Investment Accounting Policy

The City’s general policy is to report money market investments and short-term
participating interest-earning investment contracts at amortized cost and to
report nonparticipating interest-earning investment contracts using a cost-based
measure. However, if the fair value of an investment is significantly affected by
the impairment of the credit standing or the issuer or by other factors, it is
reported at fair value. All other investments are reported at fair value unless a
legal contract exists which guarantees a higher value. The term “short-term”
refers to investments which have a remaining term of one year or less at time of
purchase. The term "“nonparticipating” means that the investment’s value does not
vary with market interest rate changes. Nonnegotiable certificates of deposit are
examples of nonparticipating interest-earning investment contracts.

NOTE 11 - CITY FARM LEASE:
The City owns farm land near its wastewater treatment facility and leases this
land to an individual for agricultural purposes. The lease term is for one year
beginning January 1, 2021, with an annual rental of $62,500.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS

NOTE 12 - CAPITAL ASSETS:

Following is a summary of the capital asset activity for

30, 2021:

Primary Government:
Governmental Activities:
Non-Depreciable Assets:
LA 0 S SN Y.

Construction in Progress

Depreciable Assets:
BLEEda T g s e R e A
Improvements..........
Machinery & Equipment.

Accumulated Depreciation

Governmental Activities

Net Capital Assets ......
Business-Type Activities:
Non-Depreciable Assets:

VIEYIYoUs e BUCHE At Bl el

Construction in Progress

Depreciable Assets:
Buiflding sEeERitEcieRisid s
Water and Sewer System
Machinery & Equipment .

Accumulated Depreciation

Business-Type Activities
Net Capital Assets

Primary Government Net
Capital Assets.............

Component Unit:

SEPTEMBER 30, 2021

the year ended September

Beginning End
Of Year Additions = Retirements Of Year
619,289 S SIS SIS 619,289

5,002,383 1,751, 957 (6,434,142) 320,198

3,267,191 6,445,813 - 9,713,004

9,327,998 VO, 2 - 10,051, 310

11,320,179 812,941 (417,186) 11,715,934
29,537,040 9,734,023 (6,851,328) 32,419,735
16,333,857 1,038,835 (417,186) 16,955, 506
$13,203,183 $ 8,695,188 $(6,434,142) $15,464,229
$ 2,815,123 S = $ SR SR M B IIAE R 5753
1,020,025 3,394,978 - 4,415,003
1,129, 362 10,500 - 1,139,862
24,311,903 - - 24,311, 903
2,642,120 109, 338 - 2,751,458
31,918,533 3,514,816 - 35,433, 349
17,221,207 770,024 - 17,991, 231
$14,697,326 $ 2,744,792 S = $17,442,118

$27,900,509

Hereford Economic Development Corp:

Non-Depreciable Assets:
JeEVoYoley N 6 o o s o b or Bl 6

Depreciable Assets:
Furniture & Equipment.

Accumulated Depreciation

Component Units Net
Capital Assets.............

$11,439,980

$(6,434,142) $32,906,347

137,220 $ TS TS 137,220
40,061 = = 40, 061
177,281 = = 177,281
35,618 620 = 36, 238
$ 141,663 $ (620) $ =05 141,043
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 12 - CAPITAL ASSETS (continued):
Depreciation expense was charged to governmental functions as follows:

General Government......... S 3PN143 5
Building and Zoning........ 6,958
Bublii cE Salfie Ey At et iRt = asv 322,072
Streets and Public Works... 270, 344
Sanitation and Health...... 560
Parks and Recreation....... 365,194
ATGEDO LG A Eum et R Sl - e, 70,572

$1,038,835

NOTE 13 - DEFERRED COMPENSATION PLAN:

The City offers its employees a deferred compensation plan created in accordance
with Internal Revenue Code 457. PEBSCO is the independent plan administrator.
Employees who choose to participate may elect the amount of their contributions,
within legal limits, and defer federal income taxation on that portion of their

salaries and the earnings thereon. The deferred compensation amount is not
available for withdrawal by employees until termination, retirement, death or
unforeseeable emergency. Under the terms of IRC Section 457, the employee’ s

contributions and all income attributable to the investment of such amounts are
the property of the City until paid or made available to the participants or their
beneficiaries. The plan assets represent a general liability of the City to its
employees whose rights to the fair markeét value of their participant shares are
equal to the rights of other general creditors.

It is the City’s opinion that it has no liability for losses under the plan but
does have the duty of due care that would be required of an ordinary prudent
investor. The City believes that it is unlikely that it will use the assets to
satisfy the claims of general creditors in the future.

NOTE 14 -- INTERNAL BALANCES AND TRANSFERS:

Internal balances result from the time lag between the dates that (1) interfund
reimbursable expenditures occur, (2) transactions are recorded in the accounting
system, and (3) payments between funds are made. There are no interfund balances
that are not expected to be repaid by September 30, 2022. Following is a summary
of interfund balances:

Due From:

Other Water &

General Gov' t Sewer
Fund Funds Fund Total

Due To:

General Fund S = $ 97,492 $178,194 $275, 686
Other Gov’t Funds - = = =
Water and Sewer Fund = 94 = 94
$ = $ 97,586 $178,194 $275,780

The City makes transfers from the Water and Sewer Fund to the General Fund to
subsidize expenses of the General Fund when considered necessary by «city
management. During the year the City transferred $2,800,000 from the Water and
Sewer Fund to the General Fund. The City also transferred $14,406 from the General
Fund and $6,300 from the Water and Sewer Fund to the Capital Projects Fund as part
of its matching requirement for a grant project.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAIL STATEMENTS
SEPTEMBER 30, 2021

NOTE 15 - EMPLOYEE RETIREMENT PLAN:

A.

Plan Description

The City of Hereford participates as one of 895 plans in the defined benefit
cash-balance plan administered by the Texas Municipal Retirement System
(TMRS) . TMRS is a statewide public retirement plan created by the State of
Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8,
Texas Government Code (the TMRS Act) as an agent multiple-employer retirement
system for employees of Texas participating cities. The TMRS Act places the
general administration and management of TMRS with a six-member, Governor-
appointed Board of Trustees; however, TMRS is not fiscally dependent on the
State of Texas. TMRS issues a publicly available comprehensive Annual
Financial Report (Annual Report) that can be obtained at www. tmrs. com.

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

Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions
are adopted by the governing body of the City, within the options available
in the state statutes governing TMRS.

At retirement, the Member’s benefit is calculated based on the sum of the
Member’s contributions, with interest, and the City-financed monetary
credits, with interest. The retiring Member may select one of seven monthly
benefit payment options. Members may also choose to receive a portion of
their benefit as a lump sum distribution in an amount equal to 12, 24 or 36
monthly payments, which cannot exceed 75% of the total Member contributions
and interest.

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

Employee Deposit Rate 5.0%

Matching Ratio (City to Employee) 2 to 1l

Years Required for Vesting 5

Service Retirement Eligibility

(Expressed as age/years of service) 60/5,0/25

Updated Service Credits 100% Repeating
Transfers

Annuity Increase (to retirees) 70% of CPI Repeating

Employees Covered by Benefit Terms
At the December 31, 2020, valuation and measurement date, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 53
Inactive employees entitled to but not yet receiving benefits 32
Active employees 96
Total 181

ll
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 15 - EMPLOYEE RETIREMENT PLAN (continued):

Go

Contributions

Member contribution rates in TMRS are either 5%, 6% or 7% of the Member’s
total compensation, and the city matching percentages are either 100%, 150%
or 200%, both as adopted by the governing body of the city. Under the state
law governing TMRS, the contribution rate for each city 1is determined
annually by the actuary, using the Entry Age Normal (EAN) actuarial cost
method. The city’s contribution rate is based on the liabilities created from
the benefit plan options selected by the city and any changes in benefits or
actual experience over time.

Employees of the City of Hereford were required to contribute 5.00% of their
annual gross earnings during the fiscal year. The contribution rates for the
City of Hereford were 10.34% and 10.45% in calendar years 2020 and 2021,
respectively. The City’s contributions to TMRS for the year ended September
30, 2021, were $579,380, and were equal to the required contributions.

Net Pension Liability

The City’s Net Pension Liability (NPL) was measured as of December 31, 2020,
and the Total Pension Liability (TPL) used to calculate the Net Pension
Liability was determined by an actuarial valuation as of that date.

Actuarial Assumptions
The Total Pension Liability in the December 31, 2020, actuarial valuation was
determined using the following actuarial assumptions.

Inflation 2.5% per year

Overall Payroll Growth 2.75% per year, adjusted down for
population declines, if any

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

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

The actuarial assumptions were developed primarily from the actuarial
investigation of the experience of TMRS over the four-year period from
December 31, 2014 to December 31, 2018. They were adopted in 2019 and first
used in the December 31, 2019 actuarial valuation. The post-retirement
mortality assumption for Annuity Purchase Rates (APRs) is based on the
Mortality Experience Investigation Study covering 2009 through 2011 and dated
December 31, 2013. Plan assets are managed on a total return basis with an
emphasis on both capital appreciation as well as the production of income in
order to satisfy the short-term and long-term funding needs of TMRS.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 15 - EMPLOYEE RETIREMENT PLAN (continued):

Do

Net Pension Liability (continued)

The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best estimate ranges of
expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. In determining their
best estimate of a recommended investment return assumption under various
alternative asset allocation portfolios, GRS focused on the area between (1)
arithmetic mean (aggressive) without an adjustment for time (conservative)
and (2) the geometric mean (conservative) with an adjustment for time
(aggressive). The target allocation and best estimates of real rates of
return for each major asset class in fiscal year 2021 are summarized in the
following table:

Long-Term

Expected

Target Real Rate

Asset Class Allocation of Return
Global Equity 30.00% 5.30%
Core Fixed Income 10.00% 1.25%
Non-Core Fixed Income 20.00% 4.14%
Real Return 10.00% 3.85%
Real Estate 10.00% 4.00%
Absolute Return 10.00% 3.48%
Private Equity 10.00% 7.75%

Total 100.00%

Discount Rate

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

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 15 -~ EMPLOYEE RETIREMENT PLAN (continued):

D.

Net Pension Asset (continued)
Changes in the Net Pension Liability
Following is a summary of the changes in Net Pension Liability/(Asset):

Total Fiduciary Net Pension

Pension Net Liability/
Liability Position (Asset)

a (b) (a)-(b)
Balance at 12/31/2019 $23,280,606 $21,077,824 $ 2,202,782
Changes for the Year:
Service Cost 627,925 - 627,925
Interest on Total Pension Liability 1,559, 375 = 1,559,375
Changes of Benefit Terms = - ==
Difference in Expected/Actual Experience (496,567) = (496,567)
Changes of Assumptions - = =
Benefit Payments, Including Refunds (985, 443) (985, 443) -
Contributions - Employer - 558, 025 (558, 025)
Contributions - Employee = 269,959 {269, 959)
Net Investment Income = 1,599,611 (1,599,611)
Administrative Expenses - (10, 353) 10,353
Other = (404) 404
Balance at 12/31/2020 $23,985,896 $22,509,219 $ 1,476,677

Sensitivity Analysis

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

Current
1% Discount 1%
Decrease Rate Increase
Net Pension Liability/(Asset) $4,804,478 $1,476,677 $(1,261,326)

Pension Plan Fiduciary Net Position

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

Pension Expense and Deferred Inflows/Outflows of Resources

Pension Expense
For the year ended September 30, 2021, the City recognized pension expense of
$156,087 calculated as follows:

Service Cost $ 627,925
Interest on Total Pension Liability 1,559,375
Current Period Benefit Changes =
Employee Contributions (269, 959)
Projected Earnings on Plan Investments (1,422,753)
Administrative Expense 10, 353
Other Changes in Fiduciary Net Position 404
Recognition of Current Year Outflow(Inflow) of Resources:

Liabilities (94,047)

Assets (35,371)
Amortization of Prior Year Outflows(Inflows) of Resources:

Liabilities (30,641)

Assets (189,199)
Total Pension Expense $ 156,087
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 15 - EMPLOYEE RETIREMENT PLAN (continued) :

E. Pension Expense and Deferred Inflows/Outflows of Resources (continued)
Deferred Inflows/Outflows of Resources
At September 30, 2021, the City reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Inflows Deferred Outflows
of Resources of Resources

Difference in Expected and
Actual Experience $ (545,231) S -
- 23,970

Difference in Assumption Changes
Difference in Projected and Actual

Earnings on Pension Plan Investments (603, 240) -
Contributions Made Subsequent to

the Measurement Date - 432,396
Total $(1,148,471) 3 456, 366

The amount of $432,396 reported as deferred outflows of resources related to
pensions resulting from contributions subsequent to the measurement date will
be recognized as a reduction of the net pension liability for the year ending
September 30, 2022. Other amounts reported as deferred outflows and inflows
of resources related to pensions will be recognized in pension expense as

follows:

Net Deferred

Outflows

(Inflows) of

Year Ended December 31, Resources

2021 $ (368,015)

2022 (127,676)

2023 (474,157)

2024 (128, 321)

2025 (26, 332)
Thereafter

$(1,124,501)

34



CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 16 - SUPPLEMENTAL DEATH BENEFIT PLAN (OPEB) :

A.

Plan Description

The City also participates in the cost sharing single-employer defined
benefit group-term life insurance plan operated by the Texas Municipal
Retirement System (TMRS) known as the Supplemental Death Benefits Fund
(SDBF) . For purposes of reporting under GASB Statement No. 75, the retiree
portion of the SDBF does not meet the definition of a trust and is not
considered a cost sharing plan and is instead considered a single-employer,
defined benefit OPEB plan. The City elected, by ordinance, to provide group-
term life insurance coverage to both current and retired employees. The City
may terminate coverage under and discontinue participation in the SDBF by
adopting an ordinance before November 1 of any year to be effective the
following January 1.

Benefits Provided

Contributions are made monthly based on the covered payroll of employee
members of the City. The contractually required contribution rate is
determined annually, and the rate is based on the mortality and service
experience of all employees covered by the SDBF and the demographics specific
to the workforce of the City. There is a one-year delay between the actuarial
valuation that serves as the basis for the employer contribution rate and the
calendar year when the rate goes into effect. The contributions to the SDBF
are pooled for investment purposes with those of the pension retirement fund
described above. The TMRS Act requires the pension retirement fund to
allocate investment income to the SDBF on an annual basis. The funding policy
of the plan is to assure adequate resources are available to meet all death
benefit payments for the upcoming year; the intent is not to prefund retiree
term life insurance during employees’ entire careers.

As such, contributions are utilized to fund active member deaths on a pay-as-
you-go basis. Any excess contributions and investment income over payments
then become net position available for postemployment benefits other than
pension benefits (OPEB). The City's contributions to SDBF for the year ended
September 30, 2021, were $15,825.

Payments from this fund are similar to group term life insurance benefits,
and are paid to the designated beneficiaries upon receipt of an approved
application for payment. The death benefit for active employees provides a
lump sum payment approximately equal to the employee’s annual salary. The
death benefit for retirees is considered an OPER and is a fixed amount of
$7,500. The obligations of this plan are payable only from the SDBF and are
not an obligation of, or claim against, the pension retirement fund.

Employees Covered by Benefit Terms
At the December 31, 2020, valuation and measurement date, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 41
Inactive employees entitled to but not yet receiving benefits 7
Active employees 296!
Total 144

Accounting Policies

An irrevocable trust has not been established that meets the criteria in
paragraph 4 of GASB Statement No. 75; therefore, the plan is not accounted
for as a trust fund. The plan does not issue a separate financial report.
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 16 - SUPPLEMENTAL DEATH BENEFIT PLAN (OPEB) (continued) :

D.

Actuarial Methods and Assumptions
Significant methods and assumptions used in the December 31, 2020 actuarial
valuation are as follows:

Actuarial Cost Method Entry Age Normal
Discount Rate 2.00% as of December 31, 2020
Inflation 2.50%
Salary Increases 3.50% to 11.50%, including inflation
Retiree’s Share of Benefit Related
Costs S0
Administrative Expenses All administrative expenses are paid

through the Pension Trust and accounted
for under reporting requirements of GASB

No. 68.
Mortality Rates - Service Retirees 2019 Municipal Retirees of Texas
Mortality Tables. The rates are

projected on a fully generational basis
with scale UMP.

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

Total OPEB Liability
Following is a summary of the changes in the Total OPEB Liability:

Total

OPEB

Liability

Balance at 12/31/2019 S 326,873
Changes for the Year:

Service Cost 11,878

Interest on Total OPEB Liability 9,108

Changes of Benefit Terms =

Difference in Expected/Actual Experience (22,445)

Changes of Assumptions 41,907

Benefit Payments (3,240)

Balance at 12/31/2020 S 364,081

Sensitivity Analysis

The following presents the total OPEB liability of the City, calculated using
the discount rate of 2.75%, as well as what the City’'s total OPEB lability
would be if it were calculated using a discount rate that is 1 percentage
point lower (1.75%) or 1 percentage point higher (3.75%) than the current
rate:

Current
1% Discount 1%
A Decrease Rate Increase
Net Pension Liability/ (Asset) $431,866 $364,081 $309,637
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CITY OF HEREFORD, TEXAS

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2021

NOTE 16 - SUPPLEMENTAL DEATH BENEFIT PLAN (OPEB) (continued) :

F.

OPEB Expense and Deferred Outflows of Resources

OPEB Expense

For the year ended September 30, 2021, the City recognized OPEB expense of
$29,228 calculated as follows:

Service Cost $ 11,878
Interest on Total OPEB Liability 9,108
Current Period Benefit Changes =
Administrative expenses =
Recognition of Deferred Outflow of Resources:

Differences Between Expected and Actual Experience (6,007)
Changes in Assumptions or Other Inputs 14,249
Total OPEB Expense S 29,228

Deferred Qutflows of Resources

At September 30, 2021, the City reported deferred outflows of resources and
deferred inflows of resources related to its OPEB plan from the following
sources:

Deferred Inflows Deferred Outflows
of Resources of Resources

Difference in Expected and
Actual Experience $(29,106) $ =
w 66,493

Difference in Assumption Changes
Contributions Made Subsequent to

the Measurement Date = 12,413
Total $(29,106) $ 78,906

The amount of $12,413 reported as deferred outflows of resources related to
OPEB plans resulting from contributions subsequent to the measurement date
will be recognized as a reduction of the total OPEB liability for the year
ending September 30, 2022. Other amounts reported as deferred outflows of
resources related to OPEB plans will be recognized in OPEB expense as
follows:

Net Deferred
Outflows of

Year Ended December 31, Resources
2021 S 8,242
2022 8,242
2023 7,359
2024 6,502
2025 5,658
Thereafter 1,384

$ 37,387
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CITY OF HEREFORD, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES — BUDGET (GAAP BASIS) AND ACTUAL - GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2021

39

Variance
Budgeted Amounts Actual Over
Original Final Amounts {Under)
REVENUES :
PropertytTaxes' & & 2l i aas $ 2,300,000 $ 2,300,000 $ 2,245,623 (54,377)
Sales Taxes.......... .. 00 1,700,000 1,700,000 1,914,592 214,592
Franchise Taxes............ 1,160,000 1,160,000 996,470 (163, 530)
Motel Occupancy Taxes...... 200,000 200,000 240, 147 40,147
Charges for Services....... 3,552,950 3,552,950 3,481,191 (71,759)
Grant Revenue.............. 6,250 6,250 2,514,596 2,508,346
Interest Income............ 5,000 5,000 4,024 (976)
Con b u Bion s s RIS 20,000 20,000 2,322,527 2,302,527
Miscellaneous Revenue...... 7,500 7,500 20,807 13,307
8,951,700 8,951,700 13,739,977 4,788,277
EXPENDITURES:
Current:
General Government ...... 866, 730 866, 730 726,487 (140, 243)
PubilibiciS aif ety i s i 3,873,375 35 83513115 3,796,995 (76, 380)
Muni'calpaliCoun i, b S 187,870 187,870 185,857 (2,013)
Streets and Public Works 1,697,020 1,697,020 1,606,431 (90, 589)
Sanitation and Health . 1,667,230 1,667,230 1,581,864 (85, 366)
Parks and Recreation . 1,696,795 1,696,795 1,892,264 195,469
ASTYD O rit e A e S S e 341,120 341,120 431, 691 90,571
Capital Outlays............ 499,400 499,400 3,086,001 2,586,601
Debt Service:
Principal Retirement .. .. 176,800 176,800 441,030 264,230
Interest Charges ........ 13,000 13,000 11,681 (1,319)
11,019, 340 11,019, 340 13,760, 301 2,740,961
EXCESS (DEFICIT) OF REVENUES
OVER EXPENDITURES.......... (2,067,640) (2,067,640) (20, 324) 2,047,316
OTHER FINANCING SOURCES (USES) :
WisEYER TS VA 5 b die's 0 b bbbl e 2,067,640 2,067,640 2,800,000 732,360
Loan Proceeds ......v.uwesen = - 561,185 561,185
Salelofi Asset s, it & = = 41,875 41,875
(LT an Sif e SE O a0 S NS - - (14,406) (14,406)
2,067,640 2,067,640 3,388,654 1,321,014
NET CHANGE IN FUND BALANCES .. = = 3,368, 330 3,368, 330
FUND BALANCES:
Beginning of Year.......... (11,065) (11,065) (11,065) =
EndfofilYear sl oSl s S (11,065) (11,065) $ 3,357,265 $ 3,368,330
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CITY OF HEREFORD, TEXAS

SCHEDULE OF EMPLOYER CONTRIBUTIONS

LAST TEN YEARS
Year Actuarially Actual Contribution Pensionable Actual Contribution
Ending Determined Employer Deficiency Covered as a % of Covered
December 31 Contribution Contribution {Excess) Payroll Payroll
2011 N/A N/A N/A N/A N/A
2012 N/A N/A N/A N/A N/A
2013 N/A N/A N/A N/A N/A
2014 S 474,595 $ 474,595 S - S 4,334,622 10.95%
2015 S 493,134 $ 493,134 S - S 4,621,733 10.67%
2016 S 507,159 $ 507,159 $ - S 4,853,604 10.45%
2017 S 550,350 $ 550,350 $ - S 5,077,113 10.84%
2018 S 538,346 $ 538,346 S -5 5,074,019 10.61%
2019 S 561,713 $ 561,713 S - S 5,319,487 10.56%
2020 S 558,025 $ 558,025 S - S 5,399,182 10.34%

Valuation Date:
Notes

NOTES TO SCHEDULE OF CONTRIBUTIONS

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

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method

Amortization Method
Remaining Amortization

Period

Asset Valuation Method

inflation
Salary Increases

Investment Rate of Return

Retirement Age

Mortality

Other Information:

Notes

Entry Age Normal
Level Percentage of Payroll, Closed

25 Years

10 Year Smoothed Market, 12% Soft Corridor

2.50%

3.50% to 11.50% Including Inflation

6.75%

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

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

used for males and the General Employee table used for females. The
rates are projected on a fully generational basis with scale UMP.

There were no benefit changes during the year.
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SUPPLEMENTAL INFORMATION SECTION
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