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;W Donald L. Allman, CPA

CERTIFIED PUBLIC ACCOUNTANT

Independent Auditors’ Report
Honorable Mayor and
Members of the City Council
City of Snook, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of City of
Snook, Texas as of and for the year ended September 30, 2020, and the related notes to the financial statements, which
collectively comprise the City's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
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 aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of the City of Snook, Texas, as of September 30, 2020, and
the respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.
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Other Matters

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis and budgetary comparison information on pages 3-9 and 18 & 21 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 21, 2021, on our
consideration of the City of Snook, Texas' internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on 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 Snook, Texas' internal control
over financial reporting and compliance.

%,, —
Donald L. Allman, CPA, P.C.

Georgetown, TX
June 21, 2021



Management’s Discussion and Analysis
City of Snook, Texas

MANAGEMENT’S DISCUSSION AND ANALYSIS

In this section of the Annual Financial Report, we, the managers of City of Snook, Texas, discuss and analyze the
City’s financial performance for the fiscal year ended September 30, 2020. Please read it in conjunction with the
independent auditors’ report on page 1, and the City’s Basic Financial Statements which begin on page 11.

FINANCIAL HIGHLIGHTS

The City’s net position decreased by (396,070) as a result of this year’s operations.

The City ended the year with net position of $481,506 for the general fund, a $(31,275) decrease over the
prior year, and net position of $1,851,491 for the proprictary fund, a $(64,795) decrease over the prior
year.

The City ended the year with an unrestricted fund balance of $110,722 under Governmental Funds
accounting a decrease of $(13,971) over the prior year.

The total revenues of all the City’s programs was $512,513.

The total cost of all the City’s programs was $608,583.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide financial statements include
the Statement of Net Position and the Statement of Activities (on pages 11 through 13). These provide information
about the activities of the City as a whole and present a longer-term view of the City’s property and debt
obligations and other financial matters. They reflect the flow of total economic resources in a manner similar to
the financial reports of a business enterprise.

Fund financial statements (starting on page 14) report the City’s operations in more detail than the government-
wide statements by providing information about the City’s most significant funds. For governmental activities,
these statements tell how services were finance in the short term as well as what resources remain for future
spending. They reflect the flow of current financial resources, and supply the basis for tax levies and the
appropriations budget. Proprietary statements provide the same type of information as the government-wide
financial statements, only in more detail.

The notes to the financial statements (starting on page 21) provide narrative explanations or additional data needed
for full disclosure in the government-wide statements and the fund financial statements.



Management’s Discussion and Analysis
City of Snook, Texas

USING THIS ANNUAL REPORT (continued)
Reporting the City as a Whole
The Statement of Net Position and the Statement of Activities

The analysis of the City’s overall financial condition and operations begins on page 11. Its primary purpose is to
show whether the City is better or worse off as a result of the year’s activities. The Statement of Net Position
includes all of the City’s assets and liabilities at the end of the year while the Statement of Activities includes all
the revenues and expenses generated by the City’s operations during the year.

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

These two statements report the City’s net position and the changes in them. The City’s net posititon (the
difference between assets and liabilities) provide one measure of the City’s financial health or financial position.
Over time, increases or decreases in the City’s net position are one indicator of whether its financial health is
improving or deteriorating. To fully assess the overall health of the City however you should consider non-
financial factors as well, such as changes in the property tax base and the condition of the City’s facilities.

In the Statement of Net Position and the Statement of Activities, the City is divided into two kinds of activities.
Governmental activities-Most of the City’s basic services are reported here, including the police, streets,
culture & recreation, and general government. Property taxes, sales taxes and franchise fees finance most

of these activities.

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



Management’s Discussion and Analysis
City of Snook, Texas

USING THIS ANNUAL REPORT (continued)
Reporting the City’s Most Significant Funds
Fund Financial Statements

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

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

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

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City’s combined net positions were $2,332,997 as of September 30, 2020. Analyzing the net position and net
expenses of governmental and business-type activities separately, the business-type activities net position are
$1,851,491. The following analysis focuses on the net position (Table I) and general revenues and significant
expenses of the City’s governmental and business-type activities (Table IT).



Management’s Discussion and Analysis

City of Snook, Texas
Table I
NET POSITION
Governmental Business-Type Total Primary
Activities Activities Government
2020 2019 2020 2019 2020 2019
Current and Other Assets $ 123,742 $ 143,349 $2,613,210 $ 82725 $2,736,952 $§ 226,074
Noncurrent and Capital Assets 365,049 378,079 3,368,092 2,307,051 3,733,141 2,685,130
Total Assets $ 488,791 $ 521,428 $5,981,302 $2,389,776 $6,470,093 $2,911,204
Other Liabilities $ 7285 $ 8,647 $ 132,811 § 64,269 $ 140,096 $ 72,916
Long-Term Liabilities - - 3,997,000 409,241 3,997,000 409,241
Total Liabilities  $ 7285 $ 8.647 $4,1290811 $ 473,510 $4,137,096 $ 482,157
Net Position:
Net Investment in Capital Assets $ 365,049 $ 378,079 $1,298,316 $1,842,834 $1,663,365 $2,220913
Restricted for:
Debt Service - - 307,161 66,188 307,161 66,188
General Obligation Bond - - - -
Unrestricted 116,457 134,702 246,014 7,264 362,471 141,966
Total Net Position $ 481,506 $ 512,781 $1,851,491 $1,916,286 $2,332,997  $2,429,067




Management’s Discussion and Analysis
City of Snook, Texas

Table .ll

CHANGE IN NET POSITION

Governmental Business-Type Total Primary
Activities Activities Government
2020 2019 2020 2019 2020 2019

Revenues:
Program Revenues

Charges for Services $ 14,307 $ 7132 $ 301,773 $ 318,878 $ 316,080 $ 326,010

Operating Grants and

Contributions - - 17,745 3,500 17,745 3,500
General Revenues: -

Property Tax 63,764 60,776 - - 63,764 60,776

Sales Tax 85,903 77,385 - - 85,903 77,385

Franchise Fees 26,782 37,589 - - 26,782 37,589

Investment Earnings 91 233 58 88 149 321

Miscellaneous 2,090 4,278 - 140,528 2,090 144,806

Transfers (46,008) (16,704) 46,008 16,704 - -

Total Revenue $ 146,929 $ 170,689 $ 365,584 § 479,698 $ 512,513 $ 650,387

Expenses:

General Government $ 163,925 $ 188,231 § - - $ 163925 $ 188,231

Parks & Recreation 14,279 - - - 14,279 -

Grant Expenses - - - = = -

Interest on Long-Term

Debt - - 11,167 12,664 11,167 12,664

Water and Sewer - - 419,212 439,626 419,212 439,626
Transfers - * - - - -

Total Expenses $§ 178,204 $ 188,231 § 430,379 § 452,290 $ 608,583 § 640,521

Change in Net Position $ (31,275 $ (17,542) § " (64,795) $ 27,408 $  (96,070) § 9,866
Net Position - Beginning $ 512,781 $ 530,323 $ 1,916,286 $ 1,888,878 § 2,429,067 $ 2,419,201
Net Position - Ending $ 481,506 $ 512,781 1,851,491 § 1,916,286 $ 2,332,997 § 2,429,067

$



Management’s Discussion and Analysis
City of Snook, Texas

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

A large portion of the City’s net assets (71 percent) reflect its investment in capital assets (e.g. land, buildings,
infrastructure, machinery, and equipment), less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens; consequently these assets are not
available for future spending. Although the City’s investment in its capital assets is reported net of related debt,
it should be noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

The balance of unrestricted net position, $362,471 may be used to meet the government’s ongoing obligations to
citizens and creditors.

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

For fiscal year 2020, revenues from governmental activities totaled $192,937. Property, sales taxes and franchise
fees are the largest components of revenues.

For fiscal year 2020, expenses for governmental activities totaled $178,204. The City’s largest funded programs
are for general government, and park & recreational expenditures.

Charges for services of the City’s business-type activities were $301,773 for the fiscal year ending September 30,
2020. Expenses for the City’s business-type activities were $419,212. The City’s largest expenses are the repair
and replacement of water & sewer system parts and salaries & related expenses.

THE CITY’S FUNDS

As the City completed the year, its governmental funds, as presented in the balance sheet on page 14, reported a
combined fund balance of $110,722 which is lower than last year’s total of $124,693. This decrease is primarily
due to decreased revenues.



Management’s Discussion and Analysis
City of Snook, Texas

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
At the end of fiscal year 2020, the City had $3,733,141 invested in a broad range of capital assets, including
facilities and equipment and land. The breakdown of capital assets by fund is as follows:

General Fund

Land $ 125,366
Park & Improvements 146,233
Buildings 83,843
Equipment 9,607
Sign -

$ 365,049

Water & Sewer Fund

Water System $2,300,688
Sewer System 1,039,286
Machinery & Equipment 28,118
753,368,002
Debt

At year-end, the City had $4,119,062 in loans outstanding versus $464,217 last year, which is an increase due to
a new loan.

More detailed information about the City’s long-term liabilities is presented in the Notes to the Financial
Statement starting on page 25.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered service delivery and system maintenance costs when setting
the fiscal year 2020 budget and tax rate. Economic growth in the form of increased sales and investment in
business and residential property has contributed to the City’s tax base, but increase in costs and infrastructure
maintenance needs are expected. '

The City adopted a $454,450 budget for fiscal year 2020. It will be funded through property taxes via a $0.22 tax
rate, sales and franchise taxes, and other local revenues.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the City of Snook, P.O. Box 10,
Snook, Texas 77878.
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CITY OF SNOOK, TEXAS
STATEMENT OF NET POSITION

September 30, 2020
Component
Primary Government Unit
Snook 4.
B
Governmental  Business-Type Development
ASSETS Activities Activities Total Corporation
Cash $ 52,198 $ 129,410 $ 181,608 $ 149,631
Investments 55,000 - 55,000 -
Restricted Cash 2,450,475 2,450,475
Property Taxes, Net of Allowance
for Uncollectibles 5,735 . - 5,735 -
Other Receivables, Net of
Allowance for Uncollectibles 10,809 33,325 44,134 1,600
Depreciated:
Land 125,366 - 125,366 -
Depreciation
Parks & Improvements 146,233 - 146,233 -
Machinery and Equipment 9,607 E 9,607 -
Buildings & Improvements 83,843 28,118 111,961 -
Sign - - - -
Infrastructure - 3,339,974 3,339,974 -
Improvements - - - 45,356
Total Capital Assets $ 365,049 $ 3,368,092 $ 3,733,141 $ 45,356
Total Assets $ 488,791 $ 5,981,302 $ 6,470,093 $ 196,587
LIABILITIES
Accounts Payable $ 7,285 $ 10,749 $ 18,034 $ -
Accrued Liabilities - - - E
Customer Deposits - - - -
Noncurrent Liabilities: .
Due Within One Year - 122,062 122,062 -
Due Within More Than One Year - 3,997,000 3,997,000 -
Total Liabilities 7285 4120811 84,137,006 9 "
NET POSITION :
Net Investment in Capital Assets $ 365,049 $ 1,298,316 $ 1,663,365 $ -
Restricted for:
Debt Service - 307,161 307,161 -
General Obligation Bond - -
Unrestricted 116,457 246,014 362,471 196,587
Total Net Position $ 481,506  $ 1,851,491  $2332,997 § 196,587

The accompanying notes are an integral part of the financial statements.
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CITY OF SNOOK, TEXAS
STATEMENT OF ACTIVITIES

September 30, 2020
Program Revenues
Operating
Charges for Grants and
Expenses Services Contributions
Functions / Programs
Primary Government:
Governmental Activities:
General Government $ 163,925 $ 14,307 $ -
Parks & Recreation 14,279 - -
Grants - " .
Interest on Long-Term Debt - - -
Total Governmental Activities $ 178,204 $ 14,307 $ -
Business-Type Activities:
Water, Sewer and Sanitation $ 419,212 $ 301,773 $ 17,745
Total Business-Type Activities  $ 419,212 $ 301,773 $ 17,745
Total Primary Government $ 597,416 $ 316,080 $ 17,745
Component Unit:
4-B Development Board Corporation $ 4,536 $ -
Total Component Unit $ . 4,536 $ - $ -

The accompanying notes are an integral part of the financial statements.
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Net (Expense) Revenue and Changes in
Net Position

Component Unit

Functions / Programs
Primary Government:

Governmental Activities:
General Government
Parks & Recreation
Grants
Interest on Long-Term Debt
Total Governmental Activities

Business-Type Activities:
Water, Sewer and Sanitation
Total Business-Type Activities

Total Primary Government

Component Unit:
Economic Development Corporation
Total Component Unit

General Revenues:
Property Tax
Sales Tax
Franchise Fees
Donations
Dues
Snookfest and Other Income
Investment Earnings
Miscellaneous
Transfers

Total General Revenues

Change in Net Position
Net Position - Beginning

Net Position - Ending

Primary Government Snook 4-B
Governmental Business-type Development
Activities Activities Total Corporation

$ (149,618)  $ - (149,618)  $ -
(14,279) - (14,279) -
- (11,167) (11,167) -
$ (163,897) § (11,167) (175,064)  $ -
$ - $ (99,694) (99,694) $ -
$ - $ (99,694) (99,694) § -
$ (163,897) § (110,861) (274,758)  $ -
$ -

$ - $ - - $ (4,536)
$ 63,764 $ - 63,764 $ -
85,903 - 85,903 31,019
26,782 - 26,782 -
91 58 149 191
2,090 - 2,090 2,571
(46,008) 46,008 - -
$ 132,622 $ 46,066 178,688 $ 33,781
$ (31,275)  $ (64,795) (96,070) $ 29,245
$ 512,781 $ 1,916,286 2,429,067 $ 167,342
$ 481,506 $ 1,851,491 2,332,997 $ 196,587

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

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2020

ASSETS General Total
Cash 52,198 $ 52,198
Investments 55,000 55,000
Taxes Receivable 5,735 5,735
Allowance for Uncollectible Taxes - -
Other Receivables, Net of
Allowance for Uncollectibles 10,809 10,809
Total Assets 123,742 $ 123,742
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable & Accrued Expenses 7,285 $ 7,285

Unearned Revenues 5,735 5,735

Total Liabilities 13,020 $ 13,020
Fund Balances:
Nonspendable - -
Restricted - $ -
Committed . -
Assigned - -
Unassigned 110,722 110,722

Total Fund Balances 110,722 § - $ 110,722
Total Liabilities and Fund Balances 123,742  $ - $ 123,742

The accompanying notes are an integral part of the financial statements.
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CITY OF SNOOK, TEXAS
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
September 30, 2020

Total fund balances-governmental funds 110,722

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

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

consist of:

Land .$125,366

Park & Improvements 257,776

Buildings and Improvements 171,763

Machinery and Equipment 49,329

Sign 16,500

Accumulated Depreciation (255,685)

Total capital assets $365,049 $365,049

Some revenues in the governmental funds are deferred because they
are not collected within the prescribed time period after year end. On
the accrual basis, however, those revenues would be recognized,
regardless of when they are collected.

Unearned Property taxes not collected -~ $5,735

Net position of governmental activities $481,506

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

-15-



CITY OF SNOOK, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2020

Revenues General Total
Ad Valorem Tax $ 68,038 $ 68,038
Sales Tax 85,903 85,903
Franchise Tax 26,782 26,782
Grant Income - -
Miscellaneous 16,397 16,397
Interest Income 91 91
Total Revenues $ 197,211 $ 197,211

Expenditures
Current:

General Government:

Administration $ 150,895 $ 150,895
Parks & Recreation 14,279 14,279
Grant Expenses - -

Debt Service:
Principal - -
Interest and Fiscal Cost - -
Bond Issuance Cost - -
Capital Outlay - -
Total Expenditures $ 165,174 $ 165,174

Deficiency of Revenues Over Expenditures $ 32,037 § 32,037

Other Financing Sources:
Transfers In $ (46,008) $  (46,008)
Transfers Out E -
Bonds Issued - -

Total Other Financing Sources $ (46,008) $  (46,008)
Net Change in Fund Balance $ (13,971) $ (13,971)
Fund Balances - Beginning of Year $ 124,693 $ 124,693
Fund Balances - End of Year - $ 110,722 $ 110,722

The accompanying notes are an integral part of the financial statements.
-16-



CITY OF SNOOK, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2020

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

Net change in fund balances ------ total governmental funds

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

Capital Outlay Expenditures $ -
Depreciation Expense (13,030)
$ (13,030)

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

Property Taxes Not Collected $ 5,735
Less Prior Year (4,937)
$ 798

Various accounting differences between governmental funds and government wide
financial statements.

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of the financial statements.
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CITY OF SNOOK, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUND

September 30, 2020
Business-Type
Activities
Enterprise Fund
Water, Sewer and
Sanitation Fund
ASSETS
Cash and Cash Equivalents $ 129,410
Accounts Receivable 33,325
Restricted Cash for General Bond Obligation ) 2,450,475
Capital Assets:
Land -
Water System 3,391,872
Sewer System 2,130,470
Machinery and Equipment . 28,118
Less Accumulated Depreciation (2,182,368)
Total Capital Assets $ 3,368,092
Total Assets $ 5,981,302
LIABILITIES
Current Liabilities:
Accounts Payable $ 10,749
Accrued Liabilities -
Due to Other Funds -
Non-Current Liabilities 4,119,062
Total Liabilities $ 4,129,811
NET POSITION
Net Investment in Capital Assets $ 1,298,316
Restricted for Debt Service ' 307,161
Restricted for General Obligation Bond -
Unrestricted 246,014
Total Net Position $ 1,851,491

The accompanying notes are an integral part of the financial statements.
-18-



CITY OF SNOOK, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
NET POSITION - PROPRIETARY FUND
For the Year Ended September 30, 2020

Business-Type Activities
Enterprise Fund

Water, Sewer and
Sanitation Fund

Operating Revenues
Water & Sewer Fees $ 301,773
Other Revenues -

Total Operating Revenues $ 301,773

Operating Expenses

Purchased Water, Testing, Chemicals $ 43,590
Salaries and Related Rxpense 19,222
Supplies -
Equipment Repairs and Replacement 48,004
Interest Expense 11,167
Depreciation 136,434
Other Services and Charges : 171,962
Total Operating Expenses $ 430,379
Operating Income $ (128,606)

Nonoperating Revenues

Interest Income $ 58
Total Nonoperating Revenues $ 58
Income Before Transfers $ (128,548)
Grant income 17,745
Transfers 46,008
Change in Net Position $ (64,795)
Net Position - Beginning $ 1,916,286
Net Position - Ending $ 1,851,491

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

-19-



CITY OF SNOOK, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
For the Year Ended September 30, 2020
Business-type Activities
Enterprise Fund

Water, Sewer and
Sanitation Fund

Cash Flows from Operating Activities

Cash Received from Customers $ 304,537

Cash Paid to Suppliers (273,381)

Cash Paid to Employees (19,222)
Net Cash Provided by Operating Activities ) $ 11,934
Cash Flows from Noncapital Financing Activities

Restricted checking accounts $ (2,450,475)
Net Cash Used by Noncapital Financing Activities $ (2,450,475)
Cash Flows from Capital and Related Financing Activities

Principal Payments on Loan ) $ (55,021)
Loan Proceeds 3,710,000

Acquisition of Capital Assets (1,197,475)
Net Cash Used by Capital and Related Financing Activities $ 2,457,504
Cash Flows from Investing Activities
Grant income ' 17,745
Transfers 46,008

Interest Received $ 58
Net Cash Provided by Investing Activities $ 63,811
Net Increase in Cash and Cash Equivalents $ 82,774
Cash and Cash Equivalents - Beginning of Year $ 46,636
Cash and Cash Equivalents - End of Year . $ 129,410

Reconciliation of Operating Income to Net Cash Provided by
Operating Activities:

Operating Income $ (128,606)
Adjustments to Reconcile Operating Loss to Net Cash Provided by
Operating Activities: (134)
Depreciation Expense 136,434
Decrease in Accounts Receivable 2,764
Increase in Accounts Payable 1,476
Total Adjustments $ 140,540
Net Cash Provided by Operating Activities $ 11,934

The accompanying notes are an integral part of the financial statements. -20-



CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. REPORTING ENTITY

The City of Snook, Texas was incorporated in 1972 as a Type B General Law Municipality, pursuant to the laws of
the State of Texas. The City operates under a “Mayor-Alderman™ form of government and provides services
authorized by its charter. Presently, these services include street repair and maintenance, planning and zoning, park
maintenance, and general administrative services.

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

The City is an independent political subdivision of the State of Texas, governed by a mayor and 5 aldermen and is
considered a primary government. As required by generally accepted accounting principles, these financial
statements have been prepared, based on considerations regarding the potential for inclusion of other entities,
organizations, or functions, as part of the City’s financial reporting entity.

In determining the financial reporting entity, the City complies with the provisions of GASB Statement No. 39,
Determining Whether Certain Organizations Are Component Units — an amendment of GASB Statement No. 14,
and includes all component units of which the City appoints a voting majority of the unit’s board; the City is either
able to impose its will on the unit of a financial benefit or burden relationship exists,

Discretely Presented Component Unit

Discretely presented component units are separate legal entities that meet the component unit criteria described
above. Currently, the City of Snook 4-B Development Board Corporation meets the above criteria and is discretely
presented within the government-wide financial statements of the City. The City of Snook 4-B Development Board
Corporation is a non-profit corporation, and is an industrial development corporation organized under the
Development Corporation Act of 1979, and is governed by Section 4B of the Act.

Based on the above, the City of Snook 4-B Development Board Corporation is a component unit of the City of
Snook, Texas due to the City’s ability to exercise significant influence over its daily operations, approval of budgets,
and also provides funding from the 1.5 percent sales tax received by the City of Snook, Texas. The agreement
between the City of Snook, Texas and the 4-B Development Board Corporation is for the City to pay the Corporation
1/3 of the 1.5 percent sales tax received by the City.

Additionally, as the City is considered a primary government for financial reporting purposes, its activities are not
considered a part of any other governmental or other type of reporting entity. The overriding elements associated
with prescribed criteria considered in determining that the City’s financial reporting entity status is that of a primary
government are; that it has a separately elected governing body; it is legally separate; and it is fiscally independent
of other state and local governments.

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

GASB Statement No. 34 established new requirements and a new reporting model for the annual financial reports

of state and local governments. The Statement was developed to make annual reports easier to understand and more
useful to the people who use governmental financial information to make decisions and includes:
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

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

The Statement of Activities demonstrates how other people or entities that participate in programs the City operates
have shared in the payment of the direct costs. The “charges for services” column includes payments made by
parties that purchase, use, or directly benefit from goods or services provided by a given function or segment of the
City. Examples include water and sewer payments, police fines, etc. The “grants and contributions™ column includes
amounts paid by organizations outside the City to help meet the operational or capital requirements of a given
function. If a revenue is not a program revenue, it is a general revenue used to support all of the City’s functions.
Taxes are always general revenues.

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

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

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

The government-wide financial statements use the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless
of the timing of the related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the modified
accrual basis of accounting. With this measurement focus only current assets, current liabilities and fund balances
are included on the balance sheet. Operating statements of these funds present net increase and decreases in current
assets (i.e. revenues and other financing sources and expenditures and other financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they become both
measurable and available, and it recognizes expenditures in the accounting period in which the fund liability is
incurred, if measurable, except for unmatured interest and principal on long-term debt which is recognized when
due. The expenditures related to certain compensated absences and claims and judgments are recognized when the
obligations are expected to be liquidated with expendable available financial resources. The City considers all
revenues available if they are collectible within 60 days after year end.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

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

D. FUND ACCOUNTING

The City reports the following major governmental funds:

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

The City reports the following major proprietary fund:

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

2. Debt Service Fund — used to account for the resources accumulated and payments made for principal
and interest on long-term certificate of obligation debt of governmental funds.

E. OTHER ACCOUNTING POLICIES

I. For purposes of the statement of cash flows, cash and cash equivalents include all cash and certificates
of deposit having an original maturity date of less than three months.

Statutes authorize the City to invest in obligations of the United States or its agencies, certificates of deposit,
certain municipal securities, and other investments specifically allowed by Chapter 2256, Public Funds Investment,
of the Government Code. The depository bank deposits for safekeeping and trust with the City’s agent bank
approved pledged securities as authorized by Chapter 2257, Collateral for Public Funds, of the Government Code.
It is the City’s policy for deposits to be secured by collateral valued at market, less the amount of the Federal Deposit
Insurance Corporation insurance. The City’s deposits are categorized to give an indication of the level of risk
assumed by the City at September 30, 2018. The categories are as follows:

Category 1 — Insured or collateralized with securities held by the entity or by its agent in the entity’s name.
Category 2 — Collateralized with securities held by the pledging financial institution’s trust department or agent in
the entity’s name.

Category 3 — Uncollateralized.

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

The City’s deposits at September 30, 2019 were entirely covered by FDIC insurance or by pledged collateral held
by the City’s agent bank. Deposits were properly secured at all times.



CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. OTHER ACCOUNTING POLICIES (Continued)

2. Capital Assets, which include property, plant, equipment and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets, other than infrastructure items, are defined by the
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life in excess
of one year. Infrastructure is not held to the $1,000 limit; all infrastructure, purchased after October 1, 2003
(prospective method) is capitalized regardless of cost. The City inventoried its general fixed assets at September
30,2012 and they are valued at original cost where such cost was known, otherwise, they are valued at estimated
historical cost.

Donated capital assets are recorded at estimated fair market value at the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not
capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized
value of the assets constructed. Interest cost on governmental activities construction projects are not capitalized.

Property, plant and equipment is depreciated using the straight-line method over the following estimated useful
lives.

Buildings 45, Building improvements 45; Vehicle 5; Furniture 7; Equipment 7; Water and sewer system 35;
Fencing 15; Water & Sewer equipment 7.

3. During the course of operations, transactions occur between individual funds for specified purposes. These
receivables and payable are, for the most part, eliminated from the Government-Wide Statements of Net Assets
and are classified a “due from other funds” or “due to other funds” in the fund financial statements. Short-term
advances between funds are accounted for in the appropriate interfund receivable and payable accounts.

4. The City records the purchase of supplies as expenditures/expenses at the time of purchase and does not
maintain inventory.

5. In the fund financial statements of the governmental funds, the City can reserve portions of fund equity in the

governmental fund financial statements. Reserves of fund equity represent those portions of fund equity not
appropriate for expenditure or legally restricted by outside parties for use for a specific purpose.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

6.

OTHER ACCOUNTING POLICIES (Continued)

Full-time, permanent employees are granted vacation benefits and sick leave to specified maximums. The
estimated liability for vested vacation and sick leave benefits attributable to the City’s governmental fund is
recorded as an expenditure and liability. The amounts attributable to proprietary funds are charged to expense
and a corresponding liability in the applicable fund. As of September 30, 2018, such amounts were deemed
immaterial.

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 and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues, expenditures, and expenses during the reporting period. Actual results could differ from those
estimates.

The City applied restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available.

Property taxes are collected and remitted to the city by the Burleson County Tax Assessor-Collector. The
Burleson County Appraisal District appraises property values for the City. Property taxes are levied by October
1, in conformity with Subtitle E, Texas Property Code. Current taxes become delinquent on February 1
following the tax year. On January 1 of each year a tax lien attaches to property to secure the payment of all
taxes, penalties and interest ultimately imposed. For the 2018 tax roll, the assessed valuation was $25,745,281
and the net taxable value was $26,887,727. The tax rate was $0.22 per $100 valuation. This resulted in a total
tax levy of $59,153. Delinquent property taxes receivable at September 30, 2020 were $3,235 and current
property taxes receivable were $6,774.

_ Transactions between funds that would be treated as revenues, expenditures, or expenses, if they involved

organizations external to the governmental unit, are accounted for as revenues, expenditures, or expenses in the
funds involved. Transactions which constitute reimbursement of a fund for expenditures or expenses initially
made from that fund, which are properly attributable to another fund, are recorded as expenditures or expenses
in the reimbursing fund and as reductions of the expenditure or expense in the fund that is reimbursed.
Nonrecurring or non-routine transfers of equity between funds are reported as additions to, or reductions of, the
fund balance of governmental fund types. All other legally authorized transfers are treated as operating transfers
and are included in the results of operations of both governmental and proprietary fund types.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. BUDGET AND DATA

General Government $ 41,832

Water & Sewer $ 9,791

The City follows these procedures in establishing the budgetary data reflected in the financial statements:

1. Prior to the beginning of each fiscal year, the Mayor submits to the City Council a proposed budget for the
fiscal year beginning on the following October 1. The operdtmg budget includes proposed expenditures and the
means of financing those expenditures.

2. Public hearings are conducted at which all interested persons’ comments concerning the budget are heard.

3. The budget is legally enacted by the City Council.

4. Any revisions that alter the total expenditures of any fund must be approved by the City Council, as must
transfers from one department to another.

5. The City over-expended its budget in the general fund area as follows:

DETAILED NOTES ON ALL FUNDS

A. DEPOSITS AND INVESTMENTS

Legal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas of
investment practices, management reports and establishment of appropriate policies. Among other things, it requires
the City to adopt, implement, and publicize an investment policy. That policy must address the following areas: (1)
safety of principal and liquidity, (2) portfolio diversification, (3) allowable investment, (4) acceptable risk levels,

(5) expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average
dollar-weighted maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality
and capabilities, (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the City to invest
in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2) certificates of deposit, (3)
certain municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers
acceptances, (7) Mutual Funds, (8) Investment pools, (9) guaranteed investment contracts, (10) and common trust
funds. The Act also requires the City to have independent auditors perform test procedures related to investment
practices as provided by the Act. The City is in substantial compliance with the requirements of the Act and with
local policies.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

1. DETAILED NOTES ON ALL FUNDS

A. DEPOSITS AND INVESTMENTS (Continued)
Additional Contracted Provisions governing deposits and investments are as follows:

The funds of the City must be deposited and invested under the terms of a contract, contents of which are set out in
the Depository Contract Law. The depository bank places approved pledged securities for safekeeping and trust
with the City’s agent bank in an amount sufficient to protect City’s funds on a day-to-day basis during the period
of the contract. The pledge of approved securities is waived only to the extent of the depository bank’s dollar amount
of Federal Deposit Insurance Corporation (“FDIC”) insurance.

Deposits .
As of September 30, 2020, the City’s deposit balances were as follows:
Total
Primary Component  Reporting
Government Unit Entity
1. Insured (FDIC) $ 181,608 $ 149,631 $ 331,239
2. Uninsured, collateralized with securities .
held by pledging financial institution's agent in
the entity's name. - -
4. Uninsured and uncollateralized
Total Deposits $ 181,608 $ 149,631 $ 331,239
Carrying Amount $ 181,608 $ 149,631 $ 331,239
Carrying
Amount Fair Value
Certificates of Deposit $ 55,000 $ 55,000

Investments
As of September, 30 2019, the City had the following investments:

Carrying
Amount Fair Value
Certificates of Deposit $ 55,000 $ 55,000

Policies Governing Deposits and Investments

I. Foreign Currency Risk — The City’s deposits and investments are not exposed to foreign currency risk.
2. Custodial Credit Risk — The City’s policy is to be collateralized. The City was fully collateralized during the

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

27-



111.

CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)

A. DEPOSITS AND INVESTMENTS (Continued)

Policies Governing Deposits and Investments

4.

3.

B.

Credit Risk — In compliance with the City’s Investment Policy, as of September 30, 2018, the City minimized
credit risk loss due to default of a security issuer or backer, by: limiting investments to the safest types of
securities; limiting Certificates of Deposits that are insured by the Federal Deposit Insurance Corporation
(FDIC); limiting the City’s investments to obligations issued, guaranteed, insured by or backed by the full faith
and credit of the United States or its agencies and instrumentalities; pre-qualifying the financial institutions,
broker/dealers, intermediaries, and advisers with which the City will do business; and diversifying the
investment portfolio so that potential losses on individual securities were minimized.

Concentration Risk — The City’s deposits and investments are not exposed to concentration risk.
PROPERTY TAXES

Property taxes for each year are levied on approximately October 1 and are due upon receipt of the tax bill and
become delinquent on February 1 of the following year. On January 1 of each year, a tax lien is attached to the
property to secure the payment of all taxes, penalties, and interest. The lien exists in the factor of the State and
each taxing unit. Appraised values are established by the Central Appraisal District (CAD) of Burleson County,
Texas, through procedures established by the Texas Legislature. The County Tax Assessor Collector bills and
collects the City’s property taxes. The County bills the City’s tax levies as soon as possible after certification
of taxable values by the CAD, which is approximately August 1 as noted above. Additional tax bills are sent in
December, February, April and July (which includes a surcharge for legal costs associated with collection).

In August, delinquent taxes are turned over to the County’s delinquent tax attorneys for final collection or other
disposition.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)

B. PROPERTY TAXES (Continued)

The City has enacted an ordinance providing for the exemption of $5,000 of the assessed value of residential
homesteads, for persons 65 years of age or older, from property taxes. This is provided by Section 1-b of Article 8
of the Constitution of Texas. An exemption of $12,000 is allowed disabled veterans on any one piece of property.
Additionally, the market value of agricultural land is reduced to agricultural value for purposes of the City’s tax
levy calculation.

The City is permitted, by Article XI, Section 5 of the State of Texas Constitution and the City Charter, to levy
property taxes up to $0.25 per $100 of assessed valuation for general governmental services. Within the $0.25
maximum levy, there is no legal limit upon the amount of property taxes which can be levied for debt service.

Property taxes as of September 30, 2020, are as follows:

General
Fund

Current Taxes Receivable $ 1,768
Delinquent Taxes Receivable 3,967

$ 5,735

C. DISAGGREGATION OF RECEIVABLES AND PAYABLES

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

Water and Component
General Sewer Unit
Receivables:
Property Taxes $ 5735 $ - $ -
Sales Tax & Franchise Fees 6,759 - -
Accounts Receivable 4,050 33,325 1,600
Net Total Receivables $ 16,544 $ 33,325 $ 1,600

In the proprietary funds, the City records certain revenues billed to other governmental agencies, residents, and
others on a monthly basis. Adjustments to revenue are made for uncollectible accounts as determined by
management.
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CITY OF SNOOK, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)

C. DISAGGREGATION OF RECEIVABLES AND PAYABLES (Continued)

Payables at September 30, 2020, were as follows:

Water and  Component
General Sewer Unit
Accounts Payable: § 7,285 $ 10,749 $ -
Accrued Liabilities - - -
Total Payables $ 7,285 $ 10,749 $ -
D. CAPITAL ASSETS
Capital asset activity for the year ended September 30, 2020 was as follows:
Beginning Ending
Balance Increase (Decrease) Balance
Governmental Activities
Capital Assets, Not Being Depreciated:

Land $ 125,366 $ - $ - $ 125,366
Total Capital Assets, Not Being Depreciated ~ $ 125,366 $ - S - $ 125,366
Capital Assets, Being Depreciated:

City Park and Improvements $ 257,776 $ - $ - $ 257,776

Machinery and Equipment 43,688 - - 43,688

City Hall and Improvements 171,763 - - 171,763

Office Furniture & Equipment 5,641 - - 5,641
Sign 16,500 - - 16,500
Total Capital Assets, Being Depreciated $ 495,368 $ - $ - § 495368
Less Accumulated Depreciation $(242,655) $ (13,030) § - $ (255,685)
Total Capital Assets, Being Depreciated Net $ 252,713 $ (13,030) $ - $ 239,683
Governmental Capital Assets, Net $ 378,079 $ (13,030) $ - $ 365,049
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

1. DETAILED NOTES ON ALL FUNDS (Continued)

E. CAPITAL ASSETS (Continued)

Beginning Ending
Balance Increase (Decrease) Balance
Business-Type Activities
Capital Assets, Being Depreciated: .
Water System $ 2,194,397 $ 1,197,475 $ - $ 3,391,872
Sewer System 2,130,470 - - 2,130,470
Equipment 17,118 - - 17,118
Backhoe 11,000 - - 11,000
Total Capital Assets, Being Depreciated ~ $ 4,352,985 © § 1,197,475 $ - $ 5,550,460
Less Accumulated Depreciation $ (2,045,934) § (136,434) $(2,182,368)
Total Capital Assets, Being Depreciated $ 2,307,051 $ 1,061,041 $ - $ 3,368,092
Business-Type Capital Assets, Net $ 2,307,051 $ 1,061,041 $ - $ 3,368,092

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

Governmental Activities General Fund

Total Depreciation Expense - Governmental Activities

Business-Type Activities:
Water, Sewer and Sanitation

Total Depreciation Expense - Business-Type Activities

13,030

13,030

136,434

136,434
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CITY OF SNOOK, TEXAS

NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)
F. LONG-TERM DEBT

The City’s long-term debt at September 30, 2020 is comprised of the following individual issues:

Business-Type

Activities
Utility System Revenue Bonds, Series 2020,due in annual
installments from $104,000 to $258,000, payments due
2/15, 3.4% interest rate, final payment due February 15, 2045 3,710,000
General Obligation Bonds, Series 2013, $208,000 due in
semi-annual amounts between $18K and $36K, payments
due 2/15 and 8/15, complete by 2023, interest rate 2.27%. $ 72,000
General Obligation Bonds, Series 2013, $400,000 due in
semi-annual amounts between $32K and $34K, payments
due 2/15 and 8/15, complete by 2028, interest rate 2.93%. $ 258,000
Promissory Note in the amount of $125,250 to Citizens State Bank
4 payments of $14,526 due annually on 3/17 final payment.of $81,450,
interest rate of 2.75 percent, final payment due March 17, 2021. $ 79,062
$ 4,119,062
F. LONG-TERM DEBT
The annual requirements to maturity for the above long-term debt are as follows:
Fiscal Year
Ending Principal Interest Total
2021 79,062 2,390 81,452
Total 79,062 2,390 81,452
Fiscal Year
Ending Principal Interest Total
2021 43,000 7,515 50,515
2022 45,000 6,341 51,341
2023 46,000 5,126 51,126
2024 29,000 4,087 33,087
2025 30,000 3,223 33,223
2026-2028 137,000 19,759 156,759
Total 330,000 46,051 376,051
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)
F. LONG-TERM DEBT

The annual requirements to maturity for the above long-term debt are as follows:

Fiscal Year

Ending " Principal Interest Total

2021 - 175,194 175,194
2022 - 126,140 126,140
2023 - 126,140 126,140
2024 - 126,140 126,140
2025 - - 126,140 126,140
2026-2030 630,000 582,046 1,212,046
2031-2035 858,000 452,676 1,310,676
2036-2040 1,016,000 293,692 1,309,692
2041-2045 1,206,000 105,298 1,311,298

Total 3,710,000 2,113,466 5,823,466

G. UNEARNED REVENUE

Unearned revenue at year end consisted of the following:

General Fund: $ 5. 735

Property Taxes: $5,735

H. COMMITMENTS AND CONTINGENCIES

As of September 30, 2020, the City of Snook, Texas did not have any pending litigation or potential, non-disclosed

liabilities that would have a material effect on the financial statements.

I. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The City’s risk management program encompasses
obtaining property and liability insurance through Texas Municipal League (TML), and Intergovernmental Risk —
Pool. The City has not had any significant reduction in insurance coverage and the amounts of insurance settlements

have not exceeded insurance coverage for any of the last three years.

The City also provides workers compensation insurance on its employees through TML.
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CITY OF SNOOK, TEXAS
NOTES TO FINANCIAL STATEMENTS (Continued)

DETAILED NOTES ON ALL FUNDS (Continued)

J. GRANTS

The City of Snook received a TXCDBG Contract Grant for a Planning Capacity & Building Study in the
amount of $33,858 on December 22, 2014. $30,780 was received and expended on June 6, 2017 with
$3078 matching funds from the City of Snook.

The Texas Department of Agriculture approved a TXCDBG Grant for a Community Enhancement Fund
award for the City of Snook 4B Non-Profit Corporation. The amount of the Grant is $350,000 with
$35,000 matching to be provided by the City of Snook 4B Non-Profit Corporation. $385,000 was received
and expended as of September 30, 2017. All funds were received or expended as of September 30, 2017.

The Texas Department of Agriculture approved another TXCDBG Grant for a Community Enhancement
Fund award for the City of Snook 4B Non-Profit Corporation. The amount of the Grant is $350,000 with
$35,000 matching to be provided by the City of Snook 4B Non-Profit Corporation. $150,494 was received
as of September 30, 2019. $150,494 was expended as of September 30, 2020.
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CITY OF SNOOK, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE BUDGET TO ACTUAL — GENERAL FUND
For the Year Ended September 30, 2020
Budgeted Amounts

Actual Variance with
Original Final Amounts Final Budget -
Revenues
Ad Valorem Tax $ 55,000 $ 55,000 $ 68,038 $ 13,038
Sales Tax 73,000 73,000 85,903 12,903
Grant Income - - - -
Franchise Fees 37,000 37,000 26,782 (10,218)
Miscellaneous Income 4,450 4,450 16,397 11,947
Interest Income - - 91 91
Total Revenue $ 169,450 $ 169,450 $ 197,211 $ 27,761
Expenditures
4B $ 23,000 $ 23,000 $ 31,060 $ (8,060)
Audit & Accounting 4,500 4,500 3,000 1,500
Attorney 12,000 12,000 14,424 (2,424)
City Hall Advertising 2,000 2,000 2,953 (953)
City Hall Main 4,200 4,200 1,014 3,186
Computer, Phone, Internet 3,000 3,000 6,665 (3,665)
Copy Machine 1,200 1,200 1,439 (239)
Council Fees 4,200 4,200 4,380 (180)
Electric 5,000 5,000 3,756 1,244
Insurance 7,500 7,500 7,161 339
Payroll Taxes 4,200 4,200 9,204 (5,004)
Memberships 300 300 35 265
Meetings 700 700 - 700
Mowing 13,000 13,000 17,153 (4,153)
County Fees 5,000 5,000 3,451 1,549
Other 5,200 5,200 16,886 (11,686)
Office Supplies 2,500 2,500 1,447 1,053
Park 6,000 6,000 16,660 (10,660)
Transfer 18,010 18,010 46,008 (27,998)
Payroll 26,840 26,840 24,486 2,354
Capital Outlay: 21,000 21,000 - 21,000
Total Expenditures $ 169,350 $ 169,350 $ 211,182 $ (41,832)
Excess (Deficiency) of Revenues
Over Expenditures: $ 100 $ 100 $  (13,971) § (14,071)
Total Other Financing Sources (Uses)  $ - 3 - 5 - 9 -
Net Change in Fund Balance $ 100 $ 100 $  (13,971) $ (14,071)
Fund Balances - Beginning of Year 124,693 124,693 124,693 -
Fund Balances - End of Year $ 124,793 $ 124,793 $ 110,722 $ (14,071)

The accompanying notes are an integral part of the financial statements. 36



CITY OF SNOOK, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE BUDGET TO ACTUAL - PROPRIETARY FUND
For the Year Ended September 30, 2020
Budgeted Amounts

Variance
Actual with Final
Original Final Amounts Budget -
Revenues
Metered Sales $ 285,000 $ 285,000 $ 255,887 $  (29,113)
Miscellaneous Income/Transfers - 3,000 24,302 21,302
Grant income 17,745 17,745
Interest Income - - 58 58
Total Revenue $ 285,000 $ 288,000 $ 297,992 $ 9,992
Expenditures
Audit $ 3,000 $ 3,000 $ 3,000 $ -
Miscellaneous 10,000 $ 10,000 16,153 (6,153)
Chemicals 6,000 $ 6,000 6,726 (726)
Conservation 600 $ 600 826 (226)
Contractor (Base) 34,500 $ 34,500 31,625 2,875
Grants 60,000 $ 60,000 54,578 5,422
Electricity 26,000 $ 26,000 26,031 (31)
Engineer 40,000 $ 40,000 31,952 8,048
Mailings 2,000 $ 2,000 165 1,835
Mowing 5,000 $ 5,000 5,360 (360)
Payroll 25,300 $ 25,300 19,222 6,078
Permits 2,000 $ 2,000 2,165 (165)
Testing 7,000 $ 7,000 10,006 (3,006)
Water Meters - $ - 3,278 (3,278)
Water & Sewer Repair Parts 30,000 $ 30,000 50,104 (20,104)
Debt Service: $ -
Principal 33,000 $ 33,000 55,021 (22,021)
Interest and Fiscal Charges - $ - 11,167 (11,167)
Capital Outlay: - $ - 1,197,475 (1,197,475)
Depreciation - $ - 136,434 (136,434)
Total Expenditures $ 284,400 $ 284,400 $ 1,661,288 $(1,376,888)
Excess (Deficiency) of Revenues
Over Expenditures: $ 600 $ 3,600 $(1,363,296)  $(1,366,896)
Transfers . 46,008
Net Change in Fund Balance $ 600 $ 3,600 $ (1,317,288)  $(1,320,888)
Fund Balances - Beginning of Year 1,916,286 1,916,286 1,916,286
Add back capital outlay 1,197,472 1,197,472
Add Back Principal Payments - - 55,021 55,021
Fund Balances - End of Year GAAP $1,916,886 $1,919,886 $ 1,851,491 $(1,265,867)

The accompanying notes are an integral part of the financial statements.37
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CERTIFIED PUBLIC ACCOUNTANT .
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
To the Honorable Mayor and
Members of the City Council
City of Snook, Texas

We have audited, in accordance with the 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, the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of City of Snook,
Texas, as of and for the year ended September 30, 2020, and the related notes to the financial statements, which collectively
comprise City of Snook, Texas' basic financial statements, and have issued our report thereon dated June 21, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Snook, Texas' internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of City of Snook, Texas' internal control. Accordingly, we do not express an opinion on the effectiveness of
City of Snook, Texas' internal control. A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will not
be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Snook, Texas' financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and cowce. Accorghrigly, this communication is not suitable for any other purpose.

Donald L. Allman, CPA, PC R~
Georgetown, TX
June 21, 2021
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