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CITY COUNCIL MEETING AGENDA

Notice is hereby given of a meeting of the City Council of Missouri City to be held on Monday, March 18,
2019, at 7:00 p.m. at: City Hall, Council Chamber, 2" Floor, 1522 Texas Parkway, Missouri City, Texas,
77489, for the purpose of considering the following agenda items. All agenda items are subject to action.
The City Council reserves the right to meet in a closed session on any agenda item should the need arise
and if applicable pursuant to authorization by Title 5, Chapter 551, of the Texas Government Code.

1. ROLL CALL
2. PLEDGE OF ALLEGIANCE
3. PRESENTATIONS AND RECOGNITIONS

4, PUBLIC COMMENTS

An opportunity for the public to address City Council on agenda items or concerns not on the agenda-
-those wishing to speak must complete the orange comment card, present the comment card to the City
Secretary prior to the beginning of the meeting, and observe a three-minute time limit.

5. STAFF REPORTS
(a) City Manager announcements.

(b) Fiscal Year 2018 Comprehensive Annual Financial Report (CAFR).
(c) City Department Work Plan end of year performance report.

6. CONSENT AGENDA

All consent agenda items listed are considered routine by the City Council and will be enacted by
one motion. There will be no separate discussion of these items unless a councilmember so requests; in
which event, the item will be removed from the Consent Agenda and considered in its hormal sequence on
the agenda. Information concerning consent agenda items is available for public review.

(a) Consider approving the minutes of the special and regular City Council meetings of March 4,
2019.

7. PUBLIC HEARINGS AND RELATED ACTIONS
(a) Zoning Public Hearings and Ordinances— There are no Zoning Public Hearings and
ordinances on this agenda.

(b) Public Hearings and related actions — There are no Public Hearings and related actions on
this agenda.

8. APPOINTMENTS — There are no Appointments on this agenda.
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9. AUTHORIZATIONS.
(a) Consider authorizing the request by the Exchange Club of Fort Bend to post child abuse
awareness signs along Highway 90-A and Present Street.

(b) Consider authorizing the acceptance of easements for the Missouri City Management District
No. 2.

10. ORDINANCES - There are no Ordinances on this agenda.

11. RESOLUTIONS
(@) Consider a resolution repealing and replacing City of Missouri City Resolution No. R-18-40,
supporting the United States Census Bureau by creating a Census 2020 “Complete Count
Committee.”

(b) Consider a resolution adopting a drought contingency plan in the City of Missouri City, Texas.

(c) Consider a resolution granting consent to Fort Bend County Municipal Utility District No. 47
to annex approximately 8.68 acres of land situated within the corporate limits of the City of
Missouri City, Texas.

12. CITY COUNCIL ANNOUNCEMENTS

Discussion, review, and possible action regarding a meeting or activity of one or more of the following
entities (each entity refers to a City of Missouri City entity unless otherwise indicated):
Charter Review Commission, Community Development Advisory Committee, Construction Board of
Adjustments, Electrical Board, Parks Board, Planning and Zoning Commission, Tax Increment Reinvestment
Zone Boards, Fort Bend Chamber of Commerce, Houston-Galveston Area Council, Fort Bend Regional
Council, Texas Municipal League, Fort Bend County, Harris County, Gulf Coast Building and Construction
Trades Council, Mayor’s Youth Commission, Finances and Services Committee, Fort Bend Leadership
Forum, Fort Bend County Drainage District, Economic Development Committee, Missouri City Parks
Foundation, Missouri City Police and Fire Auxiliary, Livable Community Committee, Texas Parkway Alliance,
High Performance Organization Committee, Missouri City Juneteenth Celebration Foundation, Fort Bend
County Mayor and Council Association, METRO, Planning, Development and Infrastructure Committee, Fort
Bend Independent School District, Greater Fort Bend Economic Development Coalition, Transportation
Policy Council, Community Development Advisory Committee, Veterans Memorial Committee, Missouri City
Recreation and Leisure Local Government Corporation, Missouri City Development Authority, and the
Greater Houston Partnership and Emergency Management updates.

13. CLOSED EXECUTIVE SESSION
The City Council may go into Executive Session regarding any item posted on the Agenda as
authorized by Title 5, Chapter 551 of the Texas Government Code.

14. RECONVENE
Reconvene into Regular Session and Consider Action, if any, on items discussed in Executive
Session.

15. ADJOURN

In compliance with the Americans with Disabilities Act, the City of Missouri City will provide for
reasonable accommodations for persons attending City Council meetings. To better serve you,
requests should be received 24 hours prior to the meetings. Please contact Maria Jackson, City
Secretary, at 281.403.8686.

CERTIFICATION
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| certify that a copy of the March 18, 2019, agenda of items to be considered by the City cil was posted

on the City Hall bulletin board on March 15, 2019, at 4:00 p.m. |

Yomara Fri@ty Se@ry Department

| certify that the attached notice and agenda of items to be considered by the City Council was removed by
me from the City Hall bulletin board on the day of , 2019.

Signed: Title:
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Council Agenda Item
March 18, 2019

ROLL CALL
PLEDGE OF ALLEGIANCE
PRESENTATIONS AND RECOGNITIONS

PUBLIC COMMENTS
An opportunity for the public to address City Council on agenda items or concerns not on the agenda-

-those wishing to speak must complete the orange comment card, present the comment card to the City
Secretary prior to the beginning of the meeting, and observe a three-minute time limit.

5.

STAFF REPORTS
(a) City Manager announcements.

(b) Fiscal Year 2018 Comprehensive Annual Financial Report (CAFR).

(c) City Department Work Plan end of year performance report.
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To: Mayor and City Council
Agenda Item: 5(b) Consider accepting the Fiscal Year 2018 Comprehensive Annual Financial Report
(CAFR).

Submitted by:  Allena J. Portis, Financial Services Director

SYNOPSIS

The audit report for the period ended September 30, 2018 was presented to the Finances & Services
Committee on March 18, 2019. Whitley Penn performed the audit and issued an unqualified opinion on the
city’s financial statements.

STRATEGIC PLAN 2019 GOALS ADDRESSED

¢ Maintain a financially sound City

BACKGROUND

The City Charter requires that at the close of each fiscal year the council shall cause an independent audit
to be made of all accounts of the city by an independent certified public accountant and upon completion of
the audit, the results shall be placed on file in the city secretary’s office as a public record.

Local Government Code Section 103.001 also requires municipalities to have its records and accounts
audited annually and have an annual financial statements prepared based on the audit. The code requires
that the annual financial statement, including the auditor’'s opinion on the statement, be filed as a public
record in the office of the City Secretary within 180 days after the last day of the municipality’s fiscal year.
The deadline for filing the FY 2018 report is March 29, 2019.

Whitley Penn performed the audit for the period ended September 30, 2018 and issued an unqualified opinion
on the city’s financial statements. Interim audit work was performed during the month of September 2018
and the year-end audit field work was performed in January and February 2019. The audit report was
presented to the Finances & Services Committee for their review on March 18, 2019. The committee is
recommending acceptance by the city council of the Fiscal Year 2018 Comprehensive Annual Financial
Report.

BUDGET/FISCAL ANALYSIS

Purchasing Review: N/A
Financial/Budget Review: N/A

Note: Compliance with the conflict of interest questionnaire requirements, if applicable, and the interested
party disclosure requirements (HB 1295) has been confirmed/is pending within 30-days of this
Council action and prior to execution.




SUPPORTING MATERIALS

1. Comprehensive Annual Financial Report

STAFF’'S RECOMMENDATION

Accept the Fiscal Year 2018 Comprehensive Annual Financial Report (CAFR).

Director Approval: Allena J. Portis, CPA

Assistant City Manager/  Anthony J. Snipes, City Manager
City Manager Approval:




CITY OF MISSOURI CITY, TEXAS

missourl CITY

COMPREHENSIVE ANNUAL
FINANCIAL REPORT

For the Fifteen Months Ended
September 30, 2018

Anthony J. Snipes, City Manager
Prepared by:

Financial Services Department
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March XX, 2019

To the Honorable Mayor, Members of the City Council, and Citizens of the City of Missouri City, Texas:

We are pleased to submit to you the Comprehensive Annual Financial Report of the City of Missouri City,
Texas, for the fifteen months ended September 30, 2018. This report is published to provide the City
Council, City staff, our citizens, our bondholders, and other interested parties with detailed information
concerning the financial condition and activities of the City. Responsibility for both the accuracy of the
presented data and the completeness and fairness of the presentation, including all disclosure, rests with the
City. We believe the data, as presented, is accurate in all material respects and that it is presented in a
manner designed to fairly set forth the financial position and results of operations of the City as measured
by the financial activity of its government-wide financial statements and its various funds, and that all
disclosures necessary to enable the reader to gain the maximum understanding of the City’s financial
activity have been included.

Whitley Penn, Certified Public Accountants, has issued an unmodified (“clean”) opinion on the City of
Missouri City’s financial statements for the year ended September 30, 2018. The independent auditor’s
report is located in the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and
provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

MISSION STATEMENT AND ORGANIZATIONAL GOALS

The City’s mission statement is, “To deliver superior customer service to all members of our diverse
community.”

The City’s Vision is, “To be known and recognized as a superior municipal organization.”
The City follows the Credo, “Together, we excel!”

The City’s overall goal statement is shown below:

A city that has grown to maturity and continues to be a desirable place:

Create a Great Place to Live: safe, beautiful and active.

Maintain a Financially Sound City Government: effective, quality, services and infrastructure.
Grow Business Investments in Missouri City: more businesses, more jobs.

Develop a High Performance City Team: working together, producing results.

Have Quality Development Through Buildout: active centers, neighborhoods, housing, and
mobility.
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City staff and leadership are committed to following the City’s Code of Ideals. This Code states that we are
committed to providing an enhanced level of:

e Service - The act of working diligently to provide the highest benefit, and an outstanding customer
experience, to our community.

e Professionalism - The demonstration of honesty, integrity, and confidentiality along with the
knowledge and ability to produce exemplary work products.

e Innovation - The willingness to adapt to changing environments, take appropriate risks, and
consider new approaches to improve our organization and our community.

o Respect - The practice of treating ourselves and others with thoughtfulness, professionalism,
confidentiality, and honesty, while considering all viewpoints.

e Integrity - The commitment to honest and ethical actions, and, personal and professional
excellence.

e Teamwork - The promotion of a collaborative, cooperative, and productive working environment.

LOCAL ECONOMY

Missouri City is located approximately 20 miles southwest of downtown Houston, in northeast Fort Bend
County. A small portion of the City extends into the southwestern section of Harris County, where its
boundaries adjoin the City of Houston. Approximately 10 percent of the City’s population resides in Harris
County. A number of toll roads and highway expansions, including Highway 90A, Texas State Highway 6,
and the Fort Bend Tollway, allow for more improved travel times throughout the region.

According to the most recent Greater Fort Bend County Economic Development Council’s Annual Report,
Fort Bend County’s population is estimated at 764,828, which is a 3.082% increase over 2017. The
County’s labor force was 378,830 at September 30, 2018, while Missouri City’s labor force was 45,130
(12% of the county). With an increase in local and regional business activity, the unemployment in Fort
Bend County was 3.8 percent as compared to the state average of 3.7 percent and the national average of
3.6 percent.

While many governmental entities around the nation, state and region are working to keep their bottom
lines strong in a slowly recovering economy, the City of Missouri City has seen more stable trends. The
last few budget years have presented challenges for Missouri City similar to most other cities. We have
been finding alternative solutions to becoming less reliant on property taxes, and we will continue to craft
strategic plans as a recovery continues to take place.

“SHOW ME” SUCCESS

Missouri City is recognized nationally as one of the Safest Cities in America by Congressional Quarterly
and one of the Best Places to Live in America by CNN/Money magazine. Economic and residential growth
has been a part of the City’s story the past five to ten years, and all signs point to continued growth in the
future. New industries continue to find a home here, producing goods and services in Missouri City for the
community.

i
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“SHOW ME” THE FUTURE

As the economy is expected to improve ever so slightly, the Missouri City community anticipates a better
year for FY2019. A stable economy in the upcoming year will allow the City to stay on track with capital
improvement projects and to build and maintain staffing levels. In collaboration with our citizens and staff,
the City Council is committed to maintaining the community at the level of a Top 100 American City.

ECONOMIC DEVELOPMENT

As we experience incredible growth, the City continues to provide effective, quality services to our
community using strong, fiscal accountability. The investments the City has made in the TIRZs, tax
abatement agreements, and other economic development tools have begun to bear fruit for increased sales
tax growth and shifting property tax payment percentages from residential to commercial. The full benefit
to the economic development investments in the city will come in future years, and the City is working
within its means to build and provide growth for the economy and its citizens and businesses.

The City has always valued its partners during the past decades. As many governmental agencies learned
in this past recession, the City cannot provide for the needs of the community on its own and must reach
out to outside organizations, clubs, schools, and others. The City can serve an important role as a facilitator
for community groups.

The recent success in attracting local and regional retail and warehousing and distribution facilities, as well
as energy-related electronics and instrumentation industries, have expanded commercial development in all
corners of the City. Ample open land with adequate utilities exists in nearby key roadways, so a continued
emphasis on warehouse and distribution facilities is warranted.

COMPREHENSIVE PLAN

The Comprehensive Plan and other documents recommended special focus on certain key initiatives or
target areas. Several business parks have opened such as the Beltway Crossing and Lakeview Business
Parks as well as new business parks near the Fort Bend Tollway/Highway 6 area. The Texas
Parkway/Cartwright Revitalization plan has focused on bringing in more commercial tenants and on
appropriate high-density housing or mixed use projects that can provide the population base to support
existing and future businesses. By compiling and publicizing Missouri City’s exceptional income and
educational attainment demographics, identifying high-end retailers and restaurants, promoting office
construction and professional service providers, encouraging ‘“office-condo” redevelopment, and
promoting certain destination venues such as the Quail Valley community center and golf course, we
continue to encourage growth in the business sector.

Priority areas include the extension of the Fort Bend Toll Road and surrounding areas, and utilizing TIRZ
financing for public improvements. Other long-term planning includes Town Center Development projects
offering “class A” office space and daytime business growth.

MISSOURI CITY 2029 STRATEGIC PLAN

In October 2014, City Council adopted the Missouri City Strategic 2029 Plan which sets the priorities for
future budgets. The Plan sets forth direction and focuses on issues that are important to improving Missouri
City, as well as sets priorities and determines a course for progress. As priorities within the Plan are
accomplished, new priorities will be identified annually. Most importantly, the Plan includes indicators that
measure progress for each of the strategic goals. In turn, each indicator of progress must be supported by
regularly reported data on a quarterly basis.

il
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Using these principles to guide the strategic planning process, each Strategic Plan goal is defined by
prioritized objectives, which in part provides prioritized policy actions for what must be done to realize the
goal. Each prioritized objective is defined by strategic initiatives that specifically states a desired outcome.
The objectives and initiatives are intended to serve a three to five-year period. Each of these three to five-
year perspectives are then taken into account when developing annual budget funding programs and
projects for consideration in the budget process.

In 2019, the City will conduct a “five year refresh” of the Strategic Plan. This will allow for critical updates
and input of new elected leadership. The result will provide the Council, City staff, and citizens, with an
updated strategic roadmap for achieving the City Council’s goals and vision for the community.

The 2029 Vision of the City and the goals over the next five year horizon are:

1) Create a great place to live: safe, beautiful and active

2) Maintain a financially sound city government: Effective / Quality services and infrastructure

3) Grow Business Investments in Missouri City: More Businesses, more jobs

4) Develop a high performance team: Working together, producing results

5) Have a quality development through build-out: Active centers, neighborhoods, housing and
mobility

1) Strategic Plan Goal Addressed: Create a great place to live: safe, beautiful and active

The City has taken many steps towards achieving various public safety and goals as shown in the annual
police report and Fire strategic plan. Innovative strategies, community partnerships and prevention
programs have helped the Missouri City Police Department reduce crime to record lows citywide in the
past five years. One of the Police Department’s new programs- DDACTS (Data-Driven Approach to Crime
and Traffic Safety) has been essential to achieving crime reduction goals. The initiative is aimed at reducing
the incidence of crime, crashes and traffic violations by drawing on the deterrent of highly visible traffic
enforcement and the knowledge that crime often involves the use of motor vehicles. The department’s
public safety initiatives were so effective that many of the worst felonies, classified as Part 1 crimes,
dropped double digits over the past five years. In the most recent annual report, violent crime decreased 2%
in calendar year 2017 while property crime decreased 24%.

During FY18, the Missouri City Fire and Rescue Services (MCFRS) Department developed the
department’s 2017-2022 strategic plan which addresses public safety concerns while increasing innovation
across the City’s landscape in collaboration with all departments. To promote an all-inclusive environment,
members from all levels of the department attended a leadership retreat that afforded them the opportunity
to share their ideas of how the department should move forward. It was in that retreat a departmental vision
and mission was revised. From there, focus groups convened to brainstorm on how the department can
become more efficient and better serve the community. Meetings with internal and external stakeholders,
along with the City manager’s Office took place to guide operational alignment. The goals and objectives
outlined in the plan epitomize the purpose of the High Performing Organization framework that now guides
the City of Missouri City and is an overall reflection of the dedication the members of the organization
possess. The goals within the strategic plan include:

1. Develop members to their highest potential;
2. Maintain a positive community partnership;

3. Create an environment conducive to success;

4. Ensure we are prepared to deliver an effective response; and
5. Engage our standing as a high-performance organization

v
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In February 2019, Missouri City was once again ranked among the top safest municipalities in Texas by the
Home Security Advisor, an online resource website. The “Show Me City” was listed at No. 42 among all cities
rated in the report and at No. 5 among cities with a population of 50,000 or more. Data for the rankings was
compiled utilizing statistics from the 2017 FBI Uniform Crime Report for towns and cities with 10,000 residents
or more, who recorded their crime data. Missouri City also earned another public safety nod in February 2019
from Alarms.org, earning the No. 30 rank in a list of 136 Texas cities rated by the official site of the National
Council for Home Safety and Security—an association of licensed alarm companies, installers, contractors and
trade groups.

2) Strategic Plan Goal: Maintain a financially sound city government: Effective / Quality services
and infrastructure

Sound government includes solid financial management as well as effective service delivery and ongoing
infrastructure maintenance program. Improvements to various parks, funding for flower bed maintenance
and landscaping needs, athletic facility repairs, and many facility maintenance projects have taken place
during FY18.

Growth of the City and the ongoing day-to-day IT requirements have created the need for the replacement
of the City’s storage. In addition, MPLS WAN network upgrades are needed to ensure improvements are
added to the City’s network. Funding for these projects will be spread out over multiple years and will
affect all City departments. During FY 18, the Core, that supports the primary datacenter at the Emergency
Operations Center was replaced and upgraded to support the City and its growth. The upgrade involved the
implementation of new Cisco switching in accordance with industry best standards.

Staff will continue working on the assessment of the City’s existing facilities to determine current space
utilization, and if current needs are being met, if there are any existing facilities that are being underutilized,
and how future needs can be met. This assessment will be utilized to assist in making city-wide facility
decisions for long term maintenance and programming for capital improvements. During FY18, the City
Hall, Planning building and Community Center roofs were replaced, as well as various other upgrades to
these buildings as part of maintenance needs and improvements to address the City Hall complex
infrastructure needs.

3) Accomplishment for Grow Business Investments in Missouri City goal: More business, more jobs:

Missouri City has seen steady progress in new corporate opportunities, relocations and major project
expansions. The City has aggressively marketed and sought out investments in the community over the past
five years that has resulted in new business and job creation. Significant industry and manufacturing activity
continues in the Beltway Crossing and Lakeview Business Park with approximately 3 million square feet
of industrial space during this time. Trammell Crow continued development on the Park 8 Ninety Business
Park located on 127 acres at Beltway 8 and Highway 90A. Many of these projects are included in the Fort
Bend Economic Development Council’s (FBEDC) annual report. As stated in the FBEDC report,
NatureBest, a fruit and vegetable processing and distribution business, will be leasing space in a 62,0000
sf in the Trammel Crow building representing a base building, build out, and personal property value of
over $6.5 million. Nature Best will bring 115 new direct jobs to Missouri City. Comcast will be occupying
a new 35,000 sf building built by Trammel Crow. The shell, build-out of the building, equipment,
machinery and inventory will exceed $16 million. This facility and equipment will support service
technicians that represent 255 new direct jobs to Missouri City and Fort Bend County.

Added space has also been realized through Beltway Crossing Phase II and Colony Crossing Phase 11
development projects. Best Buy chose Beltway Crossing as the site for its newest e-commerce distribution
facility. Located at the southwest corner of the US90A and Beltway 8 interchange, the building will be a
minimum of 500,000 sf with a total capital investment of over $80 million of land, building, equipment,
machinery, and inventory. Best Buy will bring 50+ new direct jobs and 100+ contract jobs. Ridge
Southwest, the development arm of Transwestern, is building Southwest Commerce Center off the
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southeast corner of the US90A and Beltway 8 interchange. This new development project is a 477,000 sf
“large box e-commerce” type distribution facility with a capital investment of over $40 million. This facility
will support 75 or more new direct jobs.

4) Develop a high performance city team: Working together, producing results:

During FY18, the City Council and administration continued to recognize the need to retain existing
personnel.

City Council approved the process of conducting a bi-annual review of the City’s compensation
structure and market competiveness. In FY18, Council approved inclusion of benefits in this bi-
annual review. In FY19, City Council approved the implementation of recommendations from the
City’s Market Compensation and Benefits Study.

In addition, the City has taken a multitude of steps to build employee engagement, increase
productivity, and reduce turnover. This includes: leading the adoption of a new organizational
mission, vision, values, and credo; increasing the budget of the Employee Recognition Committee
which has allowed the group to launch several new employee events; launching a bi-annual Employee
Engagement Survey; overseeing development of a week-long Customer Service training which engaged
nearly 90% of the workforce; creating a quarterly employee newsletter which informs employees of
organizational happenings, and features employee accomplishments; and, developing an annual employee
conference.

5) Have quality development through build-out: Active centers, neighborhoods, housing and
mobility:

An active and growing community creates new community needs such as new land development projects
and mobility needs. In 2013, the City conducted a condition assessment of the City’s roadway/pavement
network. This program is one facet that is utilized to identify, develop and recommend roadway that will
require maintenance, repair, or replacement. This program has set the benchmark to evaluate the City’s
roadways once every 3-5 years and is anticipated to be updated in 2019. As part of this program, Adams
and Ashmont Streets were reconstructed with substantial completion dates of November 2018. The Adams
Street project included the reconstruction of the roadway and installation of new sidewalks between Texas
Parkway and 5™ Street. The Ashmont Street project included the reconstruction of a roadway between La
Quinta and Valley Bend Drive, excluding sidewalks.

An additional project completed during the fiscal year that improved access and mobility was Glenn Lakes
Bridge Over Oyster Creek. This project was a complete reconstruction of the bridge and sidewalks between
East Creek Club Dr. and West Creek Club Dr.

To expand local transportation options, the MCTX Community Connector bus service was launched.
Metro’s MCTX Community Connector brings personalized, curb-to-destination service to Missouri City
residents and visitors. This on-demand service allows individuals to travel anywhere within a zone, 7 days
a week, from 5 a.m. to 7 p.m., all for $1.25. The Community Connectors are 12-passenger ARBOC buses
and are able to fit two wheelchairs. This service has two anchor points to board the buses. These anchor
points are located at the Missouri City Park & Ride at 13849 Fondren Rd. and the Walmart located at 5501
Highway 6. Reservations are available for scheduled pick-up and drop-off within the set zone.

Vi
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LONG-TERM FINANCIAL PLANNING AND RELEVANT FINANCIAL POLICIES

The City prepares its operating budget for a single year that integrates five-year projected expenditures
based on the organizational strategies and goals. By integrating the five-year projections, the financial plan
is better able to accommodate the City’s future needs based on the vision, mission, and goals of the City.
The financial condition is also achieved by focusing on one of the City’s financial policies to maintain a
stable tax rate. This is achieved by developing programs to increase other revenue resources such as
improved economic development efforts for sales and property tax generation.

The established long-range policies regarding financial management seek to maintain a sound financial
condition, strive to retain the best possible bond ratings, and provide future generations with the ability to
borrow capital for construction of facilities and street and drainage improvements without severe financial
burden. The City continues to utilize pay-as-you-go financing of capital improvements where feasible,
while planning for capital improvements on a five-year planning basis which is updated annually. Bond
issuances are scheduled so the principal and interest payments produce a declining balance each year so
that new debt will not adversely affect the stable tax rates.

For the 15 months ending September 30, 2018, the city had a $11 million fund balance in the general fund
which is the equivalent of 93 days of expenditures and transfers.

Continuing the City’s commitment to maintaining and protecting its strong fiscal position, the City’s
property tax rate for FY18 increased from $0.56010 to $0.60000 per $100 of valuation. This tax rate
exceeded the effective tax rate of $0.54233 per $100 valuation but was less than the rollback tax rate of
$0.60062 per $100 valuation. The City did not reduced any City services during FY18. The adopted
property tax rate will allocate .44023 cents for maintenance and operations (M&O) and .15977 cents for
capital projects (Interest & Sinking).

The City exempts $15,000 of the assessed value of resident homesteads within the city of persons 65 years
of age or older and $10,000 of the assessed value of residence homesteads of persons, married or unmarried,
including those living alone, who are under a disability for purposes of payment of disability insurance
benefits under federal old-age, survivors and disability insurance or its successor, from all ad valorem taxes
levied by the city.

CAPITAL IMPROVEMENTS PROGRAM

In 2003, the City Council appointed a Citizens Advisory Committee for bond elections to study and identify
the long-term needs of the City. Subcommittees were formed to review public safety, drainage,
transportation, facilities and parks and recreation needs. Supported by city staff, these volunteers identified
costs and made recommendations with priorities to the City Council.

2003 Bond Election (3:1 voter approval)

The 2003 Bond Election of $75 million was approved with a 3:1 voter approval and is scheduled to be sold
in the following increments:

Amount
Date Amount Previously Remaining

Purpose Authorized  Authorized Issued FY2019 FY2020 FY2021 FY2022 FY2023 Balance
Parks and Recreation 9/13/2003 15,550,000 15,550,000 -
Streets, Bridges & Sidewalks 9/13/2003 28,110,000 28,110,000
Public Facilities 9/13/2003 2,110,000 2,110,000
Courts 9/13/2003 1,030,000 1,030,000
Drainage Improve ments 9/13/2003 20,000,000 6,737,000 2,550,000 3,600,000 1,750,000 2,300,000 3,063,000
Public Safety 9/13/2003 8,200,000 5,648,000 1,262,000 1,290,000

Total 75,000,000 59,185,000 3,812,000 3,600,000 1,750,000 2,300,000 3,063,000 1,290,000
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2008 Parks & Recreation Bond Election (2:1 voter approval)

The 2008 Parks and Recreation Bond Election of $17.5 million was approved with a 2:1 voter approval and
is scheduled to be sold in the following increments:

Amount
Date Amount Previously Remaining
Purpose Authorized  Authorized Issued FY2019 FY2020 FY2021 FY2022 FY2023 Balance
Parks and Recreation 11/4/2008 17,500,000 17,160,000 340,000
Total 17,500,000 17,160,000 340,000

The remaining funding over the next several years will be used for various park improvement projects.
2014 Bond Election (3:1 voter approval)

During the FY 14 budget discussions, the City Council appointed a Citizens Advisory Committee for the
2014 bond election to review long term election needs of the City. On May 10, 2014, a $40 million bond
issuance was approved by the voters with a 3:1 voter approval. The balance of the 2014 Bond Election at
the end of FY18 is $25,813,000, of which $8,833,000 is scheduled to be sold in FY19 and $8,810,000 from
FY20 - FY23.

Anticipated spending over the next five years in public safety includes the renovation of the fire stations,
the construction of a new fire station and the purchase of a new fire truck. Drainage projects include major
improvements to Cangelosi Detention Facility, Willow Waterhole, and the Mustang Bayou Watershed.
Transportation projects include Park 8Ninety improvements, Glenn Lakes Lane bridge replacement,
Independence Boulevard improvement, Waterfall reconstruction and Knight Road extension. Facilities
projects include the renovation of public safety headquarters and City Hall.

PLANNED FUNDING/SCHEDULING OF BOND ISSUANCES

City staff projects capital expenditure needs for the next five years. Future maintenance and operating costs
impact on the general operating budget are also considered before projects are approved. When applicable,
assessments, impact fees, pro rata charges, interest earnings, contributions from developers and other
agencies are used to leverage project costs.

Total project costs are adjusted yearly to account for all funding sources and contributions. As projects are
finalized or priorities adjusted, budget estimates are submitted to City Council for approval.

An implementation schedule was developed in phases to meet the following criteria: (1) To assure the sale
of bonds was scheduled so that the debt service fund would not be impacted by more than a $.04 property
tax increase overall in both the 2003 and 2008 bond elections; and (2) Financing is provided by the cash
flow approach, whereby bonds are sold as needed to generate enough cash flow for project commitments
within the phased schedule.

For FY 19, nearly $50.7 million was estimated to be spent on Capital Improvement Projects. Of this amount,
$10.9 million (21%) was allocated for transportation projects, $30.9 million (61%) for utility projects, $2.6
million (5%) for drainage, $340,000 (1%) for parks and recreation projects, $5.4 million (11%) for public
safety projects and $689,000 (1%) was allocated for facility projects. Revenue sources to fund these projects
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were $18.2 million in projected general obligation bond proceeds, $30.9 million in certificates of
obligations or revenue bonds, and $3.6 million from Metro Funds.

GROUNDWATER REDUCTION PLAN/REGIONAL WATER TREATMENT PLANT

The Fort Bend Subsidence District has set forth a mandate that specific areas in Fort Bend County must
meet specific groundwater reduction goals. This mandate requires that groundwater withdrawals must be
reduced by 30 percent of the total water demand by the end of 2014. This required reduction mandate will
be increased to 60 percent of the total water demand by the end of 2025. The development of this project
began many years ago when the City contracted with Gulf Coast Water Authority (GCWA) for the purchase
of surface water rights from the Brazos River. This project brought together 20 separate municipal/water
entities and consolidated 42 well permits under a single permit. The City and its partners developed a
Groundwater Reduction Plan (GRP) that has been approved by the Fort Bend Subsidence District to meet
the goal of reduction of groundwater usage.

A state-of-the art $50 million dollar Regional Water Treatment Plant (RWTP) was constructed on a 40-acre
site near the Brazos River. The RWTP, as currently constructed, can treat up to 10 million gallons of water
per day and was designed to be expanded to a total capacity of 33 million gallons. Expansion of the RWTP
will occur as the demand and the groundwater reduction goals dictate. It is currently anticipated that there
will be a two-phased expansion to increase to the total capacity. The first expansion to 20 million gallons
a day (MGD) is anticipated to happen in 2018 and the final expansion to 33 million gallons (MGD) in 2030.
Engineering design is currently underway for this planned expansion to 20 MGD capacity. The RWTP can
currently store up to 100 million gallons of raw water in its on-site reservoirs by taking surface water from
the GCWA B-canal, which takes water from the Brazos River. The RWTP utilizes high-tech membrane
filters to treat and disinfect the water and send the water to various utility districts. The RWTP operators
continually test the water on a daily basis to ensure the water meets regulatory standards.

STEEPBANK/FLATBANK WASTEWATER TREATMENT PLANT

Originally built in 1998, the Steep Bank/Flat Bank WWTP completed expansion in FY2011 from a 1.5
million gallons per day treatment facility to process 3 million gallons per day, and can now serve 9,375
equivalent single family residences. The cost of the project was funded by utility district capital recovery
charges. Currently, a study is underway to determine the ultimate expansion needs of this plant to
accommodate growth in the service area and to consolidate other treatment facilities in the area to achieve
operational efficiencies.

STORMWATER MANAGEMENT

The City along with 15 other Municipal Utility Districts (MUDs) implemented a Storm Water Management
Program designed to address storm water quality issues, typical of a growing residential community.
Stormwater management is an essential component of community infrastructure and serves to provide both
enhanced quality of life and protection of the environment. A properly designed system will control and
carry away runoff from rainfall events while allowing the movement of vehicles to homes and businesses.
It will also ensure the runoffs will carry the minimum amount of pollutants in the receiving water bodies
and protect the natural environment. In a time when subsidence issues are forcing communities to go to
surface water sources to meet our drinking water needs, the protection of water quality becomes even more
critical.

Missouri City and other small municipalities with populations less than 100,000 are now regulated as Phase
I municipalities under the National Pollutant Discharge Elimination System (NPDES) and Texas Pollutant
Discharge Elimination System (TPDES) municipal separate storm sewer systems (MS4) permit
requirements.
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COMPONENT UNITS

In June 2000, the Missouri City Council approved the creation of a Development Authority for the City
that is responsible for management of all Public Improvement Districts (PIDs) and Tax Increment
Reinvestment Zones (TIRZs) created by the City. One zone was formed to facilitate development of a
“problem area” that had long been noted for substandard housing and for lack of public infrastructure.
Another zone was formed so that drainage problems could be handled on a regional basis.

In FY09, the City of Missouri City established the Missouri City Recreation and Leisure Local Government
Corporation (LGC) to act on behalf of the City of Missouri City, in acquiring, improving, maintaining, or
operating public parks and other public recreational facilities within the City of Missouri City, including,
without limitation, golf courses, tennis centers, recreational centers, sports complexes, hikes and bike trails,
and nature preserves. The LGC was established as an Enterprise Fund providing golf and restaurant services
to the general public.

Excluded from the reporting entity of the City are various special districts established under state law and
operating under related regulations for the purpose of providing residential and commercial water, sewer,
storm, drainage, and flood control services.

In accordance with the implementation of the Texas Property Tax Code, the Fort Bend County Central
Appraisal District and Harris County Appraisal District provide appraisals of property located within the
City.

AWARDS AND ACCOMPLISHMENTS

The City has continued to receive many awards each year, making it one of the more desirable places to
live. Such awards include:

»  State Comptroller Transparency Stars Award for Traditional Finances and Debt Obligations
* Scenic City Platinum recognition 2015-2020

* Recognized in Verizon’s national “Best Small Cities for Small Business” report, ranking No. 42 in a
list of the nation’s top 50.

¢ Texas Court Clerk’s Association Award

* 2018 Governor’s Community Achievement Award, 2nd Place for Cities with population of 65,001 —
90,000

* Ranked No. 5 Safest in Texas Cities with Population of 50,000 + by the Home Security Advisor
* Received Subcontractors USA 2018 Supplier Diversity Champion Award

* Standard & Poor’s Bond Rating Upgraded to AA
¢ Received the 2018 TAMI Award of Excellence
¢ Received the 2018 Communicator Awards Excellence

* Ranked by an online business resource in the Top 100 Places to Start a Business in U.S
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ACCOUNTING SYSTEMS AND BUDGETING CONTROL
ACCOUNTING SYSTEMS

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

Consideration of adequate internal accounting controls has been made in designing the City’s accounting
system. Internal accounting controls, instituted by the Financial Services Department as part of the
accounting system, are designed to provide reasonable assurances that assets are properly safeguarded
against loss from unauthorized use or disposition, that financial records used in preparation of the financial
statements are reliable, and that accountability for the City’s assets is maintained. The concept of reasonable
assurance in relation to internal controls recognizes that the cost of a control process should not exceed the
benefits derived from the performance of related procedures and that the City’s management must make
estimates and judgments in evaluating the cost and benefit relationships relating to internal control
processes and procedures that become a part of the City’s accounting system.

BUDGETARY COMPLIANCE

Because budgetary compliance is significant in managing governmental activities, budgetary compliance
controls are critical. The objective of these controls is to ensure compliance with legal spending limits in
annual or project appropriated budgets approved by City Council. The City Charter provides that the City
Council shall adopt annual or project budgets every fiscal year for all City funds. The budgets are prepared
and maintained by city management.

The budgetary process is initiated by a goal setting meeting and budget planning sessions with City Council.
The City Council reviews the five-year general operating revenue and expenditure projections and
determines the City’s goals and priorities for the year. Following this meeting, budget revenue estimates
are made by the Director of Financial Services in March of each year and are amended in early May. The
estimates are evaluated by the City Manager before inclusion in the total budget. Basic budget requests are
developed at the department level and submitted to the Financial Services Department for analysis and
compilation. The basic budget is considered to be the minimum budget that is necessary for the continuation
of current municipal service levels during the next fiscal year. Supplemental requests for proposed changes
from the basic budget, except for certain capital items, are then submitted by departments to the Financial
Services Department.

Finally, the five-year capital requests are submitted for inclusion in the budget. After the City Manager’s
review and approval, the proposed budget is compiled by the Financial Services Department and submitted
to the Finances and Services Budget Committee, comprised of three City Council members and the City
Manager, for consideration, review and changes for final approval by the entire City Council.

BUDGETARY CONTROLS

During the year, expenditure controls are maintained by each department with review of the budget
provided by the Financial Services Department and overall control exercised by the City Manager. Constant
review of revenue and expenditure estimates is performed to assure the integrity of the adopted budget and
to assure funds are available to meet current obligations. As a result of this review, it is possible to exercise
administrative budgetary controls throughout the year. As demonstrated by the financial statements
presented in this report, the City continues to meet its responsibility for sound financial management.
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OTHER INFORMATION
FISCAL AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Missouri City, for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2017. The Certificate of
Achievement is a prestigious national award, recognizing conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily-readable
and efficiently-organized comprehensive annual financial report, the contents of which conform to program
standards. Such comprehensive annual financial reports must satisfy both U.S. Generally Accepted
Accounting Principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City of Missouri City has received
a Certificate of Achievement for 36 consecutive years. We believe our current Comprehensive Annual
Financial Report continues to conform to the Certificate of Achievement program requirements, and we are
submitting it to GFOA for review.

In addition, the City received the GFOA’s award for Distinguished Budget Presentation for its annual
budget document dated July 1, 2017. In order to qualify for the Distinguished Budget Presentation Award,
the City’s budget document was judged to be proficient in several categories including policy
documentation, financial planning and organization.

The preparation of this report would not have been possible without the efficient and dedicated services of
the entire staff of the Financial Services Department and the cooperation of all other City departments. We
like to express our appreciation to all staff who assisted and contributed to the preparation of this report.
Credit must also be given to the Mayor, City Council, and Audit Committee members for their unfailing
support for maintaining the highest standards of professionalism in the management of the City of Missouri
City’s finances.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Missouri City’s finances for
all those with an interest in the City’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the Director of Financial
Services, 1522 Texas Parkway, Missouri City, TX 77489, phone 281-403-8500, email address
Allena.Portis@missouricitytx.gov.

Respectfully submitted,

Anthony Snipes Allena Portis
City Manager Financial Services Director
xii
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CITY OF MISSOURI CITY, TEXAS
List of Principal Officials
As of September 30, 2018

Allen Owen
Mayor
aowen@missouricitytx.gov

Jerry Wyatt Chris Preston Yolanda Ford

Council at Large, Position 1 Council at Large, Position 2 Mayor Pro Tem
Jerry.Wyatt@missouricitytx.gov chris.preston@missouricitytx Council, District A

Yolanda.Ford@missouricitytx.gov

Jeffrey Boney Anthony Maroulis Floyd Emery
Council, District B Council, District C Council, District D
Jeffrey.Boney@missouricitytx.gov Anthony.maroulis@missouricitytx.gov  Floyd.Emery@missouricitytx.gov

XV

DRAFT 03.15.19



CITY OF MISSOURI CITY, TEXAS
List of Principal Officials
(continued)

As of September 30, 2018

Appointed Officials

Anthony Snipes City Manager
Maria Jackson City Secretary
E. Joyce Iyamu City Attorney
Executive Managers
Bill Atkinson Assistant City Manager
Scott Elmer Assistant City Manager

Interim Director of Financial

Sandra Clarkson Services

Michael Berezin Police Chief

Eugene Campbell Fire Chief

Shashi Kumar Director of Public Works

Jason Mangum
Otis Spriggs
Edward Williams

Stacie Walker

Sedrick Cole
Joseph Esch

Brittany Rychlik

Kathleen Weisenberger

XVvi

Director of Parks & Recreation
Director of Development Services
Director of Human Resources/
Organizational Development
Director of Communications
Director of Technology and

Innovation

Director of Economic
Development

Director of Court Services

Chief Performance Officer
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REPORT OF INDEPENDENT AUDITORS

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Missouri City,
Texas (the “City”), as of and for the fifteen months ended September 30, 2018, 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, each major fund
and the aggregate remaining fund information of the City, as of September 30, 2018, and the respective
changes in financial position and, where applicable, cash flows thereof for the fifteen months then ended in
accordance with accounting principles generally accepted in the United States of America.
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To the Honorable Mayor and
Members of City Council

Emphasis of Matter

As discussed in Note 1 and Note 10 to the financial statements, the City adopted the provisions of
Government Accounting Standards Board (“GASB”) Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions, as of September 30, 2018. Our opinion is
not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the budgetary comparison, required pension system information and other post-
employment benefit information on pages 7 throughl5 and 82 through 87 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining and individual
nonmajor fund financial statements and schedules, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and budgetary comparison schedules are
the responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic 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 and individual nonmajor fund financial statements are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.
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To the Honorable Mayor and
Members of City Council

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12,2019,
on our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is 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 the City’s internal control over financial reporting and
compliance.

Houston, Texas
March XX, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Missouri City, we offer readers of the City of Missouri City’s financial
statements this narrative overview and analysis of the financial activities of the City of Missouri City for
the fifteen months ended September 30, 2018. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of transmittal, which
can be found on pages i-xii of this report.

FINANCIAL HIGHLIGHTS

In fiscal year 2017 (the year-ended June 30, 2017), it was determined that the City would change from a
June 30 year-end to a September 30 year-end, as of September 30, 2018. As a result of this year-end change,
fifteen months of financial transactions are being reported in the financial statements and related notes. This
should be taken into account in comparing revenues and expenses or expenditures for the fifteen months
ended September 30, 2018 and the year-ended June 30, 2017.

» The assets and deferred outflows of resources of the City of Missouri City exceeded its liabilities
and deferred inflows of resources at the close of the most recent fifteen month period by $169
million (net position). Of this amount, $7.6 million is restricted for special purposes and $7.3
million (unrestricted net position) may be used to meet the City’s ongoing obligations to citizens
and creditors.

» The City’s total net position increased by $3.3 million as a result of operations. Net position
decreased by $4.8 million as a result of a prior year restatement due to the implantation of GASB
Standards No. 75, Accounting and Financial Reporting for Postemployment Benefits Other than
Pensions.

* The City of Missouri City’s total expenses were $106 million. Program revenues of $45.0 million
reduced the net cost of the City’s functions to be financed from the City’s general revenues to $64.2
million.

» The City of Missouri City’s total debt decreased by $11 million, or 6%, during the current fifteen
month period.

USING THE FINANCIAL SECTION OF THIS COMPREHENSIVE ANNUAL FINANCIAL REPORT

This Comprehensive Annual Financial Report consists of three sections: introductory, financial and
statistical. As the following chart shows, the financial section of this report has three components -
management's discussion and analysis (this section), the basic financial statements and required
supplementary information.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Missouri City’s basic
financial statements. The City’s basic financial statements are comprised of three components: (1)
government-wide financial statements, (2) fund financial statements and (3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial
statements themselves.
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies.

The Statement of Net Position and the Statement of Activities, which are the government-wide statements,
report information about the City as a whole and about its activities in a way that helps answer the question
of whether the City is better off this year as compared to last year. These statements include all assets and
liabilities and are presented on the accrual basis of accounting. All current year revenues and expenses are
taken into account regardless of when the cash is received or paid.

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

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

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the City include general government, finance, police, fire, public
works, and certain regional wastewater treatment services for local municipal utility districts (non-
enterprise), parks and recreation and planning. The business-type activities of the City include regional
wastewater treatment services for local municipal utility districts.

The government-wide financial statements include not only the City of Missouri City itself (known as the
primary government), but also legally separate component units for which the City of Missouri City is
financially accountable. These component units are the Missouri City Development Authority, Tax
Increment Reinvestment Zones 1, 2 and 3, and Public Improvement Districts 2, 3 and 4. All of these
component units function for all practical purposes as departments of the City, almost entirely benefiting
the City, and, therefore, have been included as an integral part (“blended”) of the primary government.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more information about the City's most significant funds - not the
City as a whole. The City has two types of funds:

Governmental Funds - Most of the City's basic services are included in governmental funds, which focus
on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental funds statements
provide a detailed short-term view that helps the reader determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City’s major programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, additional
information is provided at the bottom of the governmental funds statement that explains the
relationship/differences between them.
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

The City maintains 21 individual governmental funds for financial reporting purposes. Information is
presented separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures and changes in fund balances for the general fund, the debt service fund, and the
capital projects fund, all of which are considered to be major funds. Data from the other funds is provided
in the column labeled “other governmental funds.”

Proprietary Funds - Proprietary Funds include the City’s four enterprise funds that are used to report the
functions presented as business-type activities in the government-wide financial statements. These are the
Water and Wastewater Utility Fund, the Surface Water Utility Fund, and the Missouri City Recreation and
Leisure Local Government Corporation (LGC) which is a public, non-profit corporation, and the Solid
Waste Collections Fund.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Missouri City Council approved the fiscal year 2018 General Fund operating budget of $60.3 million,
a 3% percent increase from the previous year. The adopted property tax rate allocated 44.03 cents for
maintenance and operations (M&O) and 15.97 cents for capital projects (Interest & Sinking). Given the
recent economic conditions and their effect on the City’s budget, it is of great importance to the City to
continue the organizational strategies that have been in place for the last several years. The four main
priorities are:

(1) Retain existing property values

(2) Increase commercial development

(3) Create value added services

(4) Develop an organization for optimum performance

The last three fiscal year budgets have shown improvements in the City’s financial conditions, as Missouri
City has been fortunate to have avoided many budget impacts that other governmental entities have
experienced such as layoffs, furloughs or salary reductions, or the actual elimination of certain services or
programs.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes can be found on pages 30 - 79 of this report.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the City’s General Fund budget compliance, its progress
in funding its obligation to provide pension benefits to its employees, and condition and maintenance data
regarding certain portions of the City’s infrastructure. Required supplementary information (RSI) and notes
to RSI can be found on pages 82 - 87 of this report.
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City’s overall financial position and operations for the past two years are summarized as follows, based
on the information included in the government-wide financial statements.

Net position may serve over time as a useful indicator of a government’s financial position. In the case of
the City, assets exceeded liabilities by $169 million at year end. The following table reflects the condensed
Statement of Net Position:

Nearly 91% of the City’s net position reflects its investment in capital assets (e.g., land, intangible assets -
right of way, buildings, machinery, equipment and infrastructure) less any related debt used to acquire those
assets that are 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.
Another major portion of the City’s net position represents various restricted resources (5%) that are subject
to specific external uses (capital projects, debt service, parkland dedication, community development and
other).

SUMMARY OF STATEMENT OF NET POSITION
As of September 30, 2018 and June 30, 2017
(amounts expressed in thousands)

Governmental Business-type
Activities Activities Total
2018 2017 2018 2017 2018 2017

Current and other assets $ 60,360 $ 62,106 $ 31,130 $ 30362 $ 91,990 $ 92468
Capital assets, net 200,986 199,697 85,713 85,680 286,699 285,377
Total Assets 261,846 261,803 116,843 116,042 378,689 377,845
Deferred Outflows 6,423 9,381 1,087 1,151 7,510 10,532
Other liabilities 9,766 3,478 2,808 2,647 12,574 6,125
Long-term Liabilities 144,678 151,470 57,596 60,340 202,274 211,810
Total Liabilities 154,444 154,948 60,404 62,987 214,848 217,935
Deferred Inflows 2,815 364 - - 2,815 364
Net Position:

Net investment in capital assets 118,437 116,293 35,154 26,490 153,591 142,783

Restricted 7,626 7978 - - 7,626 7978

Unrestricted (15,053) (8,399) 22372 277116 7,319 19,317
Total Net Position $ 111,010 $ 115872 $ 57526 $ 54206 $ 168,536 $ 170,078
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CITY OF MISSOURI CITY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Statement of Activities

The following table provides a summary of the City’s changes in net position:

CHANGES IN NET POSITION

For the Fifteen Months Ended September 30, 2018 and the Fiscal Year Ended June 30, 2017

Revenues
Program revenues:
Charges for Services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
Property taxes
Sales taxes
Other
Total Revenues

Expenses
General government
Finance
Police
Fire
Public works
Parks and recreation
Planning
Water and Wastewater Ultilities

Surface Water Utility
Missouri City Rec. and Leisure

LGC

Solid waste collection

Interest on long-term debt
Total Expenses

Increase in Net Position
Before Transfers

Transfers

Change in Net Position

Net position, Beginning (as restated

Change in estimate

Net Position, Ending

(amounts expressed in thousands)

Governmental Activities Business-type Activities Total

2018 2017 2018 2017 2018 2017
$ 12416 $ 6640 $ 27239 § 19780 § 39,655 $ 26420
5,307 3,425 - - 5,307 3,425
65 1,063 - 1,393 65 2,956
41915 37,284 - - 41,915 37,284
11,945 8,236 - - 11,945 8,236
9,719 6,222 633 12 10,352 6,234
81,367 62,870 27,872 21,685 109,239 84,555
14,685 9,481 - - 14,685 9,481
2412 1,985 - - 2412 1,985
19,182 15,755 - - 19,182 15,755
11,895 9,338 - - 11,895 9,338
18,407 15,423 - - 18,407 15,423
5,735 4367 - - 5,735 4367
4,605 2,030 - - 4,605 2,030
- - 5,657 3,374 5,657 3374
- - 8,708 5,908 8,708 5,908
- - 5,004 3,949 5,004 3,949
- - 4,542 3,615 4,542 3,615
5,115 4,027 - - 5,115 4,027
82,036 62,906 23911 16,846 105,947 79,752
(669) (36) 3,961 4,839 3,292 4,803
641 394 (641) (394) - -
(28) 358 3,320 4,445 3,292 4,803
115,872 115,514 54,206 49,761 170,078 165,275

(4.834) - - - (4.834) -
$ 111010 $§ 115872 § 57526 § 54206 $ 168536 $ 170,078

The government’s total net position increased by $3.3 million as a result of operations during the current
fiscal year. Charges for services represented 36% of total revenues, property taxes were 38% of total
revenues, sales taxes were 11%, other revenues were 9% and capital grants and contributions and operating
grants and contributions were 5% of total revenues. On the expense side, public works expenses were 17%
of the total, while police and fire were was 18% and 11% respectively. Water and wastewater, surface
water and solid waste collection expenses were 18% of total expenses. Interest on long term debt was 5%

of total expenses.
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

GOVERNMENTAL ACTIVITIES

e Total governmental activities expenses exceeded total revenues by $669 thousand. Transfers in of $641
thousand from enterprise funds made the net decrease in governmental activities net position of $28
thousand.

e Revenues in the governmental activities increased in total by $18.5 million. The City made a fiscal
year-end change from June 30 to September 30. Because of this, three additional months of revenues
and expenses are included in the current fiscal year.

e Total governmental activities expenses increased by $19.1 million. The increase, as mentioned above,
is related to the additional months included in the fiscal year-end.

Graphic presentations of selected data from the summary tables follow to assist in the analysis of the City’s
activities.

REVENUES - GOVERNMENTAL ACTIVITIES

Charges for
Services
15%

Other
12%

Operating
grants
7%

Sales taxes
15%

Bpital grants
and
0%

EXPENSES - GOVERNI\g/!ENTAL ACTIVITIES

Interest on lon
term debt General
Planning 6% government
Parks and 6% 18%
recreation
7% Finance
3%

Police
23%

Public works
22%
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

BUSINESS-TYPE ACTIVITIES

Business-type activities represent: (1) Water and Wastewater Utilities for the operations of the Northeast
Oyster Creek (NEOC) service area and the Mustang Bayou service area, (2) Surface Water Utilities as part
of the Groundwater Reduction Plan (GRP), (3) the Missouri City Recreation and Leisure Local Government
Corporation (Golf Course), and the (4) Solid Waste Collection Fund.

. The Business-type Net Position increased by $3.3 million during the current fiscal year primarily
due to the Water and Wastewater Utilities fund increase of million. An increase in investment
income and charges for services were the primary cause for the increase in net position.

. Business-type revenues and expenses increased by $7.5 million and $7.1 million respectively
primarily due to the additional months related to the fiscal year-end change. The change in net
position due to operations was $4.0 million compared to $4.8 million in the prior year.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

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

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

The City’s governmental funds reflect a combined fund balance of $50.5 million at the end of the fifteen
month period. Of this amount, $38.2 million is restricted for specific purposes, and $10.7 million is
unassigned and available for day-to-day operations of the City.

The general fund is the main operating fund of the City. At the end of the current fiscal year, the total
general fund balance was $11.0 million. As a measure of the general fund’s liquidity, the City compares
total fund balance to total fund expenditures. Total fund balance of the general fund represents 19% of total
general fund expenditures at the end of the fifteen months ended September 30, 2018.

The fund balance of the City’s General Fund decreased $2.6 million during the current fifteen months ended
September 30, 2018. The key factors related to this increase in financial performance are as follows:

e Total general fund revenues and expenditures increased by $10.4 million and $15.9 million
respectively. The primary factor in the increase is related to the additional months reported.

The Debt Service Fund has a total fund balance of $4.8 million, all of which is restricted for the payment
of debt service. Total expenditures exceeded total revenues (excluding other financing sources and
transfers) by $127 thousand, as total debt service payments exceeded total revenues.

The Capital Projects Fund has a total fund balance of $17.4 million, which is a decrease of $6.6 million
from the prior year. This decrease can be attributed primarily to the progress of capital projects.

13
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CITY OF MISSOURI CITY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Proprietary Funds - The City’s proprietary funds provide the same type of information found in the

government-wide financial statements, but in more detail.

Total net positions of the Water and Wastewater Utility Fund and the Surface Water Utility Fund amounted
to $34.3 million and $23.1 million, respectively. The solid Waste Collections Fund had a net position of
approximately $364 thousand. Other factors concerning the finances of these funds have already been

addressed in the discussion of the City’s business-type activities.

CAPITAL ASSETS

The City of Missouri City’s investment in capital assets for its governmental and business type activities as
of September 30, 2018, amounts to $287 million (net of accumulated depreciation). This investment in
capital assets includes land, buildings and improvements, machinery, equipment and infrastructure.

SCHEDULE OF CAPITAL ASSETS
(net of depreciation in thousands)

Governmental Activities Business-type Activities Total
2018 2017 2017 2018 2017

Non- Depreciable Assets

Land and Right of Way $ 14509 § 14,502 4,761 $ 19270 $ 19,263

Construction in Prgress 6,830 4,243 5,601 8,489 9,844
Other Capital Assets

Infrastructure 117,918 118,747 72,035 194,142 190,782

Buildings 34271 34,841 2,540 36,713 37,381

Improvements other than buildings 19,005 19,604 23 19,082 19,627

Machinery and equipment 8,453 7,760 720 9,003 8,480
Totals $ 200,986 § 199,697 $ 85,680 $ 286,699 $ 285377

Construction in progress for the governmental funds ($6.8 million) at year-end represents numerous
ongoing projects. The Ashmont Reconstruction, Adams Reconstruction and Glenn Lakes Lane Bridge

Replacement are the three largest projects with $6.6 million of the total

The construction in progress balance for the enterprise funds ($1.7 million) consists primarily projects for

Mustang Bayou Bayou Wastewater

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

LONG-TERM DEBT

At the end of the current fiscal year, the City had total long-term debt outstanding of $169 million. Of this
amount,$120 million is general obligation debt, Certificates of Obligation is $18 million, Increment
Revenue bonds is $4 million, Contractual Obligations of $12 million and Capital Leases of $452 thousand.
Business-type activities debt is comprised of $40.3 million in general obligation debt and $10.6 million in
Certificates of Obligation.

SCHEDULE OF LONG-TERM LIABILITIES
(in thousands)

Governmental Business-type Total
Activities Activities Activities
2018 2017 2018 2017 2018 2017
General Obligation Bonds $ 79373 $ 85,113 40,317 40,367 $ 119,690 $ 125,480
Certificates of Obligation 7,092 8,031 10,573 12,834 17,665 20,865
Premium on issuance 7,781 8,276 6,705 7,140 14,486 15,416
Increment Revenue Bonds 3,575 3,935 - - 3,575 3,935
Tax Notes - 275 - - - 275
Capital Leases 452 267 - - 452 267
Contractual Obligations 12,285 12,690 - - 12,285 12,690
Compensated Absences 1,148 1,773 - - 1,148 1,773
Totals $ 111,706 $ 120,360 $ 57,596 $ 60,341 $ 169,302 $ 180,701

The City’s total debt decreased by $11.4 million (6.3%) from the prior fiscal year. Key factors in this
decrease was the payment of principal payments on debt in the current fiscal year.

All general obligation debt and certificates of obligation are scheduled to be retired by 2038.

The City has earned an “AA-" rating from Standard and Poor’s, an “Aa2” rating from Moody’s Investor
Service, and an “AA” rating from Fitch Ratings.

More detailed information about the City's long-term liabilities is presented in Note 6 of this report.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The unemployment rate for Missouri City as of September 30, 2018, was 4.3 percent. The U.S. and Texas
unemployment rates for September 30, 2018 were 3.6 percent and 3.7 percent, respectively.

The city is expected to increase its population base over the next 5 years from 74,561 in 2017 to 77,211 in
2022 which as a 3.6% increase. Fort Bend County’s population is 764,828 in 2017 and it is expected to
grow to 788,146 by 2020 which is a 3% increase.

In the upcoming fiscal year of 2019, the City is expecting to maintain an adequate fund balance of 23.2%,
which is well within the policy of 20%-30% of annual expenditures. The total General Fund budget for
FY19 is $47.9 million, with the majority of the spending for police and fire services of $21.8 million or
47% of the total budget.

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the City of Missouri City’s finances for
all those with an interest in the City’s finances. Questions concerning this report or requests for additional

financial information should be directed to Allena Portis, Director of Financial Services, City Hall, 1522
Texas Parkway, Missouri City, TX 77489, telephone (281) 403-8614; or, for general City information, visit

the City’s website at www.missouricitytx.gov.
DRAFT 03.15.19
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CITY OF MISSOURI CITY, TEXAS

STATEMENT OF NET POSITION
September 30, 2018

Assets
Cash and cash equivalents
Investments
Receivables
Internal balances
Inventories
Prepaid items
Capital assets not being depreciated:
Capital assets net of depreciation:
Total Assets

Deferred Outflows of Resources
Deferred amount on refunding
Deferred outflows - OPEB
Deferred outflows - Pension

Total Deferred Outflows of Resources

Liabilities
Accounts payable and other current liabilities
Accrued interest payable
Non-current liabilities:
Due within one year
Due in more than one year
Net pension liability
Total OPEB liability
Total Liabilities

Deferred Inflows of Resources
Deferred pension amounts
Total Deferred Inflows of Resources

Net Position
Net Investment in capital assets
Restricted for:
Law enforcement
Debt service
Parkland dedication
Other purposes
Unrestricted
Total Net Position

See Notes to Financial Statements

Exhibit A-1

Governmental Business-type
Activities Activities Total
$ 26,028,455 6,726,249 32,754,704
26,620,288 21,201,581 47,821,869
6,119,229 3,668,176 9,787,405
564,572 (564,572) -
288,559 98,354 386,913
1,239,071 - 1,239,071
21,338,255 6,419,792 27,758,047
179,647,276 79,293,336 258,940,612
261,845,705 116,842,916 378,688,621
2,724,641 1,086,986 3,811,627
649,651 - 649,651
3,048,645 - 3,048,645
6,422,937 1,086,986 7,509,923
8,707,572 2,167,784 10,875,356
1,057,986 640,341 1,698,327
8,093,606 2,700,712 10,794,318
103,612,182 54,895,134 158,507,316
25,395,364 - 25,395,364
7,577,040 - 7,577,040
154,443,750 60,403,971 214,847,721
2,814,589 - 2,814,589
2,814,589 - 2,814,589
118,436,911 35,154,398 153,591,309
1,485,736 - 1,485,736
4,095,209 - 4,095,209
1,589,824 - 1,589,824
455,610 - 455,610
(15,052,987) 22,371,533 7,318,546
$ 111,010,303 57,525,931 168,536,234
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CITY OF MISSOURI CITY, TEXAS
STATEMENT OF ACTIVITIES
For the Fifteen Months Ended September 30, 2018

Program Revenues

Operating
Grants and Capital
Charges for  Contribution Grants and
Expenses Services S Contributions
Functions/Programs
Governmental activities:
General government $ 14,685,034 $ 33,651 $ 25,110 $ 64,550
Finance 2,412,310 - - -
Police 19,181,580 1,861,538 770,229 -
Fire 11,895,168 2,815,435 189,934 -
Public works 18,407,432 615,359 4,022,823 -
Parks and recreation 5,734,819 496,122 - -
Planning 4,605,253 6,594,391 298,818 -
Interest on long-term debt 5,114,943 - - -
Total governmental activities 82,036,539 12,416,496 5,306,914 64,550
Business-type activities:
Water and Wastewater Utilitic 5,656,670 5,077,365 - -
Surface Water Treatment 8,707,936 13,058,646 - -
Solid waste collections 4,541,814 4,391,811 - -
Golf Course 5,004,014 4,711,428 - -
Total business-type activities 23,910,434 27,239,250 - -
Total Primary Gove rnme nt $ 105,946,973 $ 39,655,746 $ 5306914 $ 64,550

General revenues:
Property taxes
Sales taxes
Franchise taxes
Hotel occupancy taxes
Unrestricted Investment earnings
Other
Gain on sale of capital asset
Transfers

Total General Revenues and Transfers
Change in Net Position

Net Position, beginning

Prior period adjustment
Net Position, Ending

See Notes to Financial Statements
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Exhibit A-2

Net (Expense) Revenues and
Changes in Net Position

Primary Government

Business-
Governmental type
Activities Activities Total
$ (14561,723) $ - $ (14,561,723)
(2412,310) - (2,412,310)
(16,549,813) - (16,549,813)
(8,889,799) - (8,889,799)
(13,769,250) - (13,769,250)
(5,238,697) - (5,238,697)
2,287,956 - 2,287,956
(5,114,943) - (5,114,943)
(64,248,579) - (64,248,579)
- (579,305) (579,305)
- 4,350,710 4,350,710
- (150,003) (150,003)
- (292,586) (292,586)
- 3,328,816 3,328,816
(64,248,579) 3,328,816 (60,919,763)
41,915,313 - 41,915,313
11,944,882 - 11,944,882
6,948,121 - 6,948,121
270,487 - 270,487
1,120,334 503,153 1,623,487
1,200,103 129,107 1,329,210
180,217 - 180,217
640,811 (640,811) -
64,220,268 (8,551) 64,211,717
(28,311) 3,320,265 3,291,954
115,872,182 54,205,666 170,077,848
(4,833,568) - (4,833,568)

$ 111,010303 $ 57,525,931 $ 168,536,234
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General Fund
Assets

Current Assets:

Cash and cash equivalents
Investments

Receivables

Due from other funds
Inventories

Prepaid items
Total Assets

Liabilities:
Accounts payable
Salaries payable
Due to other funds
Due to others

Total Liabilities

Deferred Inflows of Resources

Unavailable revenues
Total Deferred Inflows of
Resources

Fund Balances:
Nonspendable:
Inventory
Prepaid items
Restricted for:
Law enforcement
Street improvements
Facilities construction
Debt service
Parkland dedication
Community Development
Unassigned:
Total Fund Balances

Total Liabilities, Deferred
Inflow of Resources and
Fund Balances

See Notes to Financial Statements.

CITY OF MISSOURI CITY, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2018

Exhibit A-3

Nonmajor Total
Capital Governmental Governmental

General Debt Service Projects Funds Funds
2,581,106 $ 2964784 $ 16,643,538 $ 3,839,027 $ 26,028,455
8,140,951 1,846,944 4,491,107 12,141,286 26,620,288
4,627,571 341,967 743,870 408,101 6,121,509
613,808 - - - 613,808
286,279 - - - 286,279
- - - 1,239,071 1,239,071
16249715 § 5,153,695 § 21878515 § 17627485 § 60,909.410
1,613,508 $ 25,194 $ 4473693 $ 49,018 $ 6,161,413
1,219,487 - - 10,303 1,229,790
- - - 49,236 49,236
1,338,628 - - 2,435 1,341,063
4,171,623 25,194 4,473,693 110,992 8,781,502
1,064,048 346,881 - 229,999 1,640,928
1,064,048 346,881 - 229,999 1,640,928
286,279 - - - 286,279
- - - 1,239,071 1,239,071
- - - 1,485,736 1,485,736
- - 17,404,822 - 17,404,822
- - - 455,610 455,610
- 4,781,620 - - 4,781,620
- - - 1,589,824 1,589,824
- - 12,516,253 12,516,253
10,727,765 - - - 10,727,765
11,014,044 4,781,620 17,404,822 17,286,494 50,486,980
16249715 $§ 5,153,695 § 21878515 § 17627485 § 60,909,410

22

DRAFT 03.15.19



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

For the Fifteen Months Ended September 30, 2018

Exhibit A-4

Total fund balance, governmental funds

$ 50,486,980

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.

200,985,531

Long-term liabilities and deferred outflows of resources relating to bonds payable are not due

and payable in the current period and are therefore not reported in the funds:

General Obligation Bonds

Certificates of Obligation

Increment Revenue Bonds

Capital Leases

Issuance Premiums

Deferred charges on refunding

Contractual Obligations

OPEB Obligation

Deferred outflow of resources related to OPEB
Compensated Absences

Accrued interest payable

Deferred outflow of resources related to pension
Net pension liability

Deferred inflows of resources related to pension

(79.373,116)
(7,091,924)
(3,575,000)

(451,648)
(7,780,811)
2,724,641

(12,285,000)

(7,577,040)
649,651

(1,148,289)

(1,033292)
3,048,645

(25,395,364)
(2,814,589)

Revenues that do not provide current financial resources are reported as unavailable in the

funds.

Net Position of Governmental Activities

See Notes to Financial Statements.
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Exhibit A-5
CITY OF MISSOURI CITY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Fifteen Months Ended September 30, 2018

Nonmajor Total
Capital Governmental Governmental
General Fund Debt Service Projects Funds Funds
Revenues
Taxes:
Property taxes and penalties $ 25915311 $ 9391249 §$ - $ 6460519 $ 41,767,079
Other taxes 11,944,882 - 4,480,114 270,487 16,695,483
Licenses and permits 3,533,623 - - - 3,533,623
Fines and forfeitures 1,190,545 - - 108,790 1,299,335
Franchise taxes 5,357,742 - - 227,689 5,585,431
Intergovernmental revenues 3,162,582 - 4,022,823 743,792 7,929,197
Other revenue 1,769,590 - 72,200 618,837 2,460,627
Charges for services 492,721 - - 277,887 770,608
Investment income 229,484 143,029 464,972 282,849 1,120,334
Total revenues 53,596,480 9,534,278 9,040,109 8,990,850 81,161,717
Expenditures
Current:
General government 11,661,776 - - 2,257,130 13,918,906
Finance 2,209,722 - - - 2,209,722
Police 16,730,375 - - 479,719 17,210,094
Fire 10,918,160 - - 13,020 10,931,180
Public works 9,952,634 - - - 9,952,634
Parks and recreation 3,587,829 - - 166,577 3,754,406
Planning 1,732,489 - 2,383,255 361,158 4,476,902
Capital outlay 1,118,954 - 12,675,736 - 13,794,690
Debt service:
Principal 105,430 6,381,116 - 1,400,000 7,886,546
Interest and fiscal charges - 3,280,655 - 1,266,173 4,546,828
Total expenditures 58,017,369 9,661,771 15,058,991 5,943,777 88,681,908
Excess (Deficiency) of Revenues
Over (Under) Expenditures (4,420,889) (127,493) (6,018,882) 3,047,073 (7,520,191)
Other Financing Sources (Uses)
Transfers from other funds 2,111,958 - 1,546,495 1,292,468 4,950,921
Transfers (to) other funds (258,804) - (2,125,000) (1,926,306) (4,310,110)
Total Other Financing Sources (Uses) 1,853,154 - (578,505) (633,838) 640,811
Net Change in Fund Balance (2,567,735) (127,493) (6,597,387) 2,413,235 (6,879,380)
Fund Balances, Beginning 13,581,779 4,909,113 24,002,209 14,873,259 57,366,360
Fund Balances, Ending § 11014044 $§ 4,781,620 § 174043822 $§ 17286494 $ 50486,980

See Notes to Financial Statements
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Exhibit A-6

CITY OF MISSOURI CITY, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Fifteen Months Ended September 30, 2018

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balance-total governmental funds. $  (6,879,380)
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. Capital outlay ($15,364,237) in the funds

exceeded depreciation ($14,395,805) by this amount: 968,429
Revenues in the statement of activities that do not provide current financial resources
are not reported as revenue in the funds. 205,709

Some expenses reported in the statement of activities do not require the use of
current financial resources are therefore are not reported as expenditures in
governmental funds. This adjustment reflects the net change in:

Interest payable (890,803)
The payment of long-term debt 7481,546
Total OPEB liability (923,257)
Deferred outflows of resources related to OPEB 649,651
Compensated absences payable 623,734
Deferred charges on refunding (172,699)
Amortization of bond premiums 495,387
Net pension liability 3,893,956
Deferred outflows of resources related to pensions (3,434,832)
Deferred inflows of resources related to pensions (2,450,752)
Net effect of contractual obligations 405,000
Change in Net Position of Governmental Activities $ (28,311)

See Notes to Financial Statements.
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Exhibit A-7
CITY OF MISSOURI CITY, TEXAS
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
September 30, 2018

Business-Type Activities - Enterprise Funds

Water and Surface
Wastewater Water Solid Waste
Utilities Treatment Collections  Golf Course Total

Assets
Current Assets:

Cash and cash equivalents $ 2,172,177 $ 4,531,633 $ - $ 22439 § 6,726,249

Investments 6,869,762 14,331,819 - - 21,201,581

Other receivables, net of allowance 993,571 1,381,673 1,271,522 21,410 3,668,176

Due from other funds 6,157,696 - - - 6,157,696

Inventories - - - 98,354 98,354
Total Current Assets 16,193,206 20,245,125 1,271,522 142,203 37,852,056
Noncurrent Assets:

Capital assets:

Land and Right of Way 532,013 4228813 - 72,993 4,833,819
Construction in progress 749,053 909,913 - - 1,658,966
Buildings and improvements 4,072,845 - - - 4,072,845
Equipment 2,553,364 11,997 - 5,898 2,571,759
Infrastructure 24,190,357 62,271,796 - - 86,462,153

Less accumulated depreciation (6,814,958) (7,054,609) - (16,847) (13,886,414)
Total Noncurrent Assets 25,283,174 60,367,910 - 62,044 85,713,128
Total Assets 41,476,380 80,613,035 1,271,522 204,247 123,565,184
Deferred Outflows
Deferred amount on refunding 411,214 675,772 - - 1,086,986
Total Deferred Outflows 411,214 675,772 - - 1,086,986
Liabilities
Current liabilities:

Accounts payable and other current

liabilities 851,330 467,992 565,833 247,658 2,132,813

Accrued salaries payable - - - 34971 34971

Accrued interest payable 207,566 432,775 - - 640,341

Due to other funds - 6,157,696 341,997 222,575 6,722,268

Bonds Payable 440,154 1,865,000 - - 2,305,154
Total Current Liabilities 1,499,050 8,923,463 907,830 505,204 11,835,547
Noncurrent Liabilities:

Bond Premium Payable 801,043 5,904,843 - - 6,705,886

Bonds Payable 5,244,806 43,340,000 - - 48,584,806
Total Noncurrent Liabilities 6,045,849 49,244 843 - - 55,290,692
Total Liabilities 7,544,899 58,168,306 907,830 505,204 67,126,239
Net Position

Net Investment in capital assets 19,000,819 9,933,839 - 62,044 28,996,702

Unrestricted 15,341,876 13,186,662 363,692 (363,001) 28,529,229
Total Net Position $  34342,695 $ 23,120,501 $ 363,692 $ (300957) $ 57,525931
See Notes to Financial Statements
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Exhibit A-8
CITY OF MISSOURI CITY, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
For the Fifteen Months Ended September 30, 2018

Business-Type Activities - Enterprise Funds

Water and
Wastewater  Surface Water  Solid Waste
Utilities Treatment Collections  Golf Course Total
Operating Revenues
Charges for services $ 5,077,365 $ 13,058,646 $ 4,391,811 $ 4,711,428 $ 27,239,250
Total Operating Revenues 5,077,365 13,058,646 4,391,811 4,711,428 27,239,250
Operating Expenses
Personnel - - - 1,363,969 1,363,969
Commodities 48,268 2,228,001 577 1,010,287 3,287,133
Repairs and maintenance 1,032,335 899,310 - 195,705 2,127,350
Contractual services 3,283,005 1,804,300 4,541,237 121,384 9,749,926
Other services - - - 2,301,720 2,301,720
Depreciation 862,539 1,765,918 - 10,949 2,639,406
Total Operating Expenses 5,226,147 6,697,529 4,541,814 5,004,014 21,469,504
Operating Income (Loss) (148,782) 6,361,117 (150,003) (292,586) 5,769,746
Non-Operating Revenues (Expenses)
Investment earnings (loss) 200,571 299,546 3,036 - 503,153
Interest expense (430,523) (2,010,407) - - (2,440,930)
Miscellaneous 11,637 110,170 - 7,300 129,107
Total Non-Operating Revenue (218,315) (1,600,691) 3,036 7,300 (1,808,670)
Income (Loss) Before
Contributions and Transfers (367,097) 4,760,426 (146,967) (285,286) 3,961,076
Contributions and Transfers
Transfers from other funds 6,451,948 - - - 6,451,948
Transfer (to) other funds (113,333) (6,959,426) (20,000) - (7,092,759)
Total Contributions and
Transfers 6,338,615 (6,959,426) (20,000) - (640,811)
Change in Net Position 5,971,518 (2,199,000) (166,967) (285,286) 3,320,265
Net position, beginning 28,371,177 25,319,501 530,659 (15,671) 54,205,666
Net position, Ending $ 34342,695 § 23,120501 § 363,692 $ (300,957) $ 57525931

See Notes to Financial Statements
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Exhibit A-9 (Page 1 of 2)
CITY OF MISSOURI CITY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Fifteen Months Ended September 30, 2018

Business-type Activities - Enterprise Funds

Water and
Was tewater Surface Solid Waste Total
Utilities ‘Water Collections  Golf Course Enterprise
Fund Utility Fund Fund Fund Funds
Cash Flows from Operating Activities
Receipts from customers and users $ 4,746,893 $ 11,684,987 $ 4,174978 $ 4,714,150 $ 25,321,008
Disbursed for personnel services - - - (1,346,574) (1,346,574)
Disbursed for good and services to suppliers (4,174,629) (5,587,349) (4,539,222) (3,520,044) (17,821,244)
Net Cash Provided (Used) by Operating Activities 572,264 6,097,638 (364,244) (152,468) 6,153,190
Cash Flows From Noncapital Financing Activities
Transfer (to) from other funds 180,919 (801,730) 321,997 206,542 (92,272)
Net Cash Provided (Used) by Noncapital Financial
Activities 180919 (801,730) 321,997 206,542 (92,272)

Cash Flows from Capital & Related Financing Activities

Insurance & misc. reimbursements 11,637 110,170 - 7,300 129,107
Acquisition and construction of capital assets (1,416,400) (1,182,800) - (72,993) (2,672,193)
Principal (paid) received on capital debt (420,460) (1,890,000) - - (2,310,460)
Interest paid on capital debt (261,415) (2,012,901) - - (2,274,316)
Net Cash Provided (Used) by Capital & Related
Financing Activities (2,086.,638) (4975,531) - (65,693) (7,127,862)

Cash Flows from Investing Activities

Interest Received 200,571 299,546 3,036 - 503,153
Sale (purchase) of investments (3,178,366) (7,711,531) 14,253 - (10,875,644)
Net Cash Provided (Used) by Investing Activities (2,977,795) (7,411,985) 17,289 - (10,372,491)

Net Increase (Decrease) in Cash and Cash

Equivalents (4,311,250) (7,091,608) (24,958) (11,619) (11,439,435)
Cash and cash equivalents, beginning 6,483,427 11,623,241 24,958 34,058 18,165,684
Cash and Cash Equivalents, Ending $ 2,172,177 $ 4,531,633 $ - $ 22439 $ 6,726,249

See Notes to Financial Statements
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Exhibit A-9 (Page 2 of 2)
CITY OF MISSOURI CITY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Fifteen Months Ended September 30, 2018

Business-type Activities - Enterprise Funds

Water and Solid Waste
Wastewater Surface Water Collections Golf Course Total Enterprise
Reconciliation of Operating Income (Loss) to Utilities Fund Utility Fund Fund Fund Funds
Net Cash Provided (Used) by Operating Activities
Operating income (loss) $ (148782) $ 6361,117 $§ (150,003) § (292,586) $ 5,769,746
Adjustments to reconcile operating income to net cash
used by operating activities:
Depreciation 862,539 1,765918 - 10,949 2,639,406
(Increase) decrease in accounts receivable (330,472) (1,373,659) (216,833) 2,722 (1,918,242)
(Increase) in inventories - - - 38,257 38,257
Increase (Decrease) in accounts payable 188,979 (655,738) 2,592 70,795 (393,372)
(Decrease) increase in salaries payable - - - 17,395 17,395
Total adjustments 721,046 (263,479) (214,241) 140,118 383,444
Net Cash Provided by Operating Activities $ 572264 $ 6,097,638 $ (364244) $§ (152468) $§ 6,153,190
See Notes to Financial Statements.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

The City of Missouri City, Texas, was incorporated March 12, 1956, and adopted the Home Rule Charter
November 23, 1974, pursuant to the laws of the State of Texas. The City operates under a "Council-
Manager" form of government and provides services authorized by its charter. Presently, these services
include police and fire protection, drainage, building and code inspection, planning, zoning, engineering,
street repair and maintenance, park maintenance, recreational activities for citizens, and general
administrative services.

The financial statements of the City of Missouri City have been prepared in conformity with U.S. Generally
Accepted Accounting Principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The more significant of the City's accounting policies are described
below:

A. Reporting Entity

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

The basic financial statements for the City of Missouri City include all activities, organizations and
functions for which the City is financially accountable. The criteria considered include (1) whether the
organization is part of the City’s legal entity or (2) whether the City appoints the voting majority of the
organization’s governing body and either (a) the City is able to impose its will on the organization or (b)
there is a potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on the City. In addition, an organization may be financially dependent on the City and also included
in its reporting entity. Those criteria are based upon and are consistent with those set forth in the
Codification of Governmental Accounting Standards, Section 2100, Defining the Financial Reporting
Entity.

The Missouri City Development Authority and Tax Incremental Reinvestment Zones 1, 2 and 3, and Public
Improvement Districts 2 and 4 have been included in the City’s financial reporting. These legally separate
entities are blended component units and are included as Special Revenue Funds of 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 City maintains all
accounting records for the blended component units.

The Missouri City Recreation and Leisure Local Government Corporation (LGC) is a proprietary fund that
also is a blended component unit that operates from user fees. Specifically, all the members of Missouri
City’s governing body (City Council) serve as board members of the Development Authority Board, both
Public Improvement Districts and the Missouri City Recreation and Leisure LGC. The City Council
appoints the majority of the directors of the Tax Incremental Reinvestment Zones. The City Council
appoints six of the eight board members for TIRZ 1, and seven of the eleven board members for TIRZ 3.
Both boards are substantively the same as the City. Contributions to the TIRZs, in the form of incremental
tax revenues, come from the City and Fort Bend County, whom can each appoint one board member. The
sole purpose of TIRZ 1, 2 and 3 is to finance capital assets that will be owned by the City.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
A. Reporting Entity (continued)

Fort Bend Independent School District elected not to join the TIRZs. The boards of the zones/districts make
recommendations to City Council regarding the administration of the zones/districts. The boards are not
authorized to issue bonds, impose taxes or assess fees. The City approves the tax rate, and assumes
obligation to finance deficits in the zones on a short-term basis until incremental improvements are made
and the City Manager is authorized to hire consultants for the zones. The above-mentioned component
units’ services (providing infrastructure that will be owned by the City) almost exclusively benefit the City
in that the development of these areas (economically depressed areas) increases the tax base, resulting in
additional revenue to the City. Separate financial statements are not issued for the above-mentioned blended
component units.

The City developed a regional wastewater treatment master plan to achieve economies of scale by requiring
utility districts and new developments to share wastewater treatment plants. The plant is contractually
operated by the Quail Valley Municipal Utility.

Presently, the City has nineteen (19) active municipal utility districts providing water and sewer services
within the City. These districts are not considered a part of the City’s legal entity since they are not fiscally
dependent on the City, have taxing powers and set their own budgets.

B. Measurement Focus and Basis of Accounting

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase, use or
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants
and contributions that are restricted to meeting the operational or capital requirements or a particular
function or segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Fund financial statements of the City are organized into funds, each of which is considered to be a separate
accounting entity. Each fund is accounted for by providing a separate set of self-balancing accounts that
constitute its assets, liabilities, deferred inflows, fund equity, revenues, and expenditure/expenses.
Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures are recorded only when payment is due.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
B. Measurement Focus and Basis of Accounting (continued)

Property taxes, sales taxes, franchise taxes, licenses, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues in the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is considered
to be susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when the cash is received by the government.

The government reports the following major Governmental Funds:

General Fund

The General Fund is the government’s primary operating fund. The General Fund is used to account
for all financial transactions not properly includable in other funds. The principal sources of
revenues of the general fund are property taxes, sales and use taxes, franchise fees, permit fees, and
fines and forfeitures. Expenditures are for general government, finance, public safety, public works,
park maintenance and recreation, planning and zoning, and engineering.

Debt Service Fund

The Debt Service Fund accounts for the resources accumulated and payments made for principal
and interest on long-term general obligation debt of governmental funds. The primary source of
revenue for debt service is property taxes.

Capital Projects Fund

The Capital Projects Fund is used to account for the proceeds from the sale of general obligation
bonds and certificates of obligation and expenditures of these proceeds for the acquisition of capital
assets as designated in each bond issue. It also includes the proceeds of the one-half (1/2) of the
one cent sales tax collected by the Harris County Metropolitan Transit Authority (METRO) within
the City. The funds are to be used for transportation projects as defined by the agreement.

The government reports the following major Proprietary Funds:

Water and Wastewater Utilities Fund

The Water and Wastewater Utility Fund accounts for the provision of water and wastewater
services to the citizens of the City of Missouri City who are not serviced by any municipal utility
district (MUD). The two main areas included at this time in the Water and Wastewater Utilities
Fund are Northeast Oyster Creek (NEOC) Service area and the Mustang Bayou (MB) Service area
for both water and wastewater treatment, and wastewater treatment for Hightower High School.
All activities necessary to provide such services are accounted for in this fund, including
administration, operations, maintenance, financing, debt service, billing and collection.

Surface Water Utility Fund

The Surface Water Utility Fund is used to account for the construction and operation of a surface
water treatment plant to service the City (including twenty-two municipal utility districts and other
special water districts). The surface water treatment plant is an integral part of the area’s
Groundwater Reduction Plan. A plan entered into by these districts legally obligates each
participant for the repayment of the construction debt.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
B. Measurement Focus and Basis of Accounting (continued)

Solid Waste Collections Fund

The Solid Waste Collections Fund is used to account for user fees and expenses related to the City’s
garbage collection activities.

Leisure Local Government Corporation (LGC)

This fund assists the City in providing a first class system of parks and recreational facilities to
promote a healthful environment within the City of Missouri City. It is used to account for the
operations of the golf course.

C. Cash and Cash Equivalents

Cash and cash equivalents consist of amounts in a demand account, money market mutual fund, petty cash
funds, Texas Local Government Investment Pool (TexPool), the Local Government Investment
Cooperative (LOGIC), Texas CLASS and short-term investments with maturities of three months or less.
Both TexPool and LOGIC are external investment pools established by interlocal contracts under state law.
Investments and securities are booked at cost and amortized monthly to reach par at maturity. Investments
are generally held to maturity.

The City pools cash resources of its various funds to facilitate the management of cash. Cash applicable to
a particular fund is readily identifiable. The balance in the pooled cash accounts is available to meet current
operating requirements. Cash in excess of current requirements is invested in various bearing securities and
disclosed as part of the City's investments. The City pools excess cash of the various individual funds to
purchase investments. These pooled investments are reported in the combined balance sheet as investments
in each fund based on each fund's share of the pooled investments. Interest income is allocated to each
respective individual fund monthly based on its respective share of pooled investments.

Investments

Investments consist primarily of U.S. Government Agency Securities and Municipal Bonds which are stated
at fair value based on the hierarchy established by generally accepted accounting principles. The net
increase or decrease in the fair value of investments is netted with investment income in local sources of
revenue. Investments are generally held to maturity.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
D. Receivables

The City records certain revenues billed to other governmental agencies, residents, and others on a monthly
basis. Adjustments to revenue were made for uncollectible accounts as needed.

E. Interfund Receivables and Payables

During the course of operations, transactions occur between individual funds for specified purposes. These
receivables and payables are, for the most part, eliminated from the government-wide Statement of Net
Position and are classified as "due from other funds" or "due to other funds" in the fund financial statements.

F. Inventory

Inventory, which consists of gasoline and parts for use in the City's vehicles, is stated at cost (first-in, first-
out method). Expenditures are recognized as the fuel and parts are used.

G. Capital Assets

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 $5,000 and an estimated
useful life in excess of one year. Infrastructure is not held to the $5,000 limit; all infrastructure is capitalized
regardless of cost. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at acquisition value.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets 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. No interest expense in the City’s
enterprise fund was capitalized in the fiscal year.

Land is not depreciated. Property, plant, equipment and infrastructure assets of the primary government, as
well as the component units, are depreciated using the straight-line method over the following estimated
useful lives:

Asset Description Years

Building & Building Improvements 10-50

Land Improvements 5-20

Infrastructure 10-65

Machinery & Equipment 4-25
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
H. Compensated Absences

Compensated absences, which include unpaid vacation and other employee benefit amounts, are
accumulated during employment. Amounts accumulated are paid to employees upon separation from City
service. At September 30, 2018, all amounts accrued for compensated absences have been included as
liabilities in the Government-wide Statement of Net Position and as designated fund balances in the fund
that pays the unpaid vacation and other employee benefits. Employees earn vacation leave at the rate of ten
days per year from one to five years and up to sixteen days per year for service of fifteen years or more.
Police and Fire employees, as defined under Section 142.010 of the Texas Local Government Code, receive
fifteen days’ vacation after one full year of employment and sixteen days’ vacation for fifteen years and
over.

The maximum accrual an employee may maintain is two times the annual rate. City employees receive
eleven paid holidays per year. Employees may be paid or may elect to receive compensatory time off for
the holiday. Overtime is earned at one and one-half times the regular rate of pay. Employees may be paid
or receive compensatory time. The maximum accrual for holiday and overtime is 120 hours.

I. Long-Term Obligations

The government-wide financial statements and proprietary fund type fund financial statements report long-
term debt and other long-term obligations as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type statement of net position. Bond premiums and discounts are deferred
and amortized over the life of the bonds using the effective interest method. Bonds payable are reported net
of applicable bond premiums or discounts.

The fund financial statements report bond premiums and discounts, as well as bond issuance costs, during
the current period. The face amount of debt issued is reported as other financing sources at par. Premiums
(discounts) associated with the debt are reported as other financing uses.

J. Fund Balance

As of these financial statements, the City has adopted GASB Statement No.54, which redefined how fund
balances of the governmental funds are presented in the financial statements. Fund balances are classified
as follows:

Nonspendable — Amounts that cannot be spent either because they are not in a spendable form or
because they are legally or contractually required to be maintained intact.

Restricted — Amounts that can be spent only for specific purposes because of the City Charter, City
Code, State or Federal laws, or externally imposed conditions by grantors or creditors.

Committed — Amounts than can be used only for specific purposes determined by ordinances passed
by City Council, the City’s highest level of decision making authority. This includes the budget reserve
account. Commitments may be modified or rescinded only through ordinances approved by City
Council.

Assigned — Amounts that are intended to be used for a specific purposes, but do not meet the definition
of restricted or committed fund balance. Under the City’s policy, amounts can be assigned by the City
Manager.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 1 - Summary of Significant Accounting Policies (continued)
J. Fund Balance (continued)

Unassigned — All amounts not included in other spendable classifications. The general fund is the
only fund that reports a positive unassigned fund balance. However, if other governmental funds, if
expenditures for specific purposes exceed restricted, committed or assigned fund balances, a negative
assigned fund balance may be reported in that fund.

The details of the fund balances are included in the Governmental Funds Balance Sheet (page 19). As
discussed in Note 1, restricted funds are used first as appropriate. Assigned Funds are reduced to the extent
that expenditure authority has been budgeted by Council or the assignment has been changed by the City
Manager. As of September 30, 2018, no amounts have been assigned. When an expenditure is incurred for
which committed, assigned, or unassigned fund balances are available, the City considers amounts to have
been spent first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless
City Council has provided otherwise in its commitment or assignment actions.

K. Deferred Outflows/Inflows of Resources

Deferred outflows and inflows of resources are reported in the statement of financial position as described
below:

A deferred outflow of resources is a consumption of a government’s net assets (a decrease in assets in
excess of any related decrease in liabilities or an increase in liabilities in excess of any related increase in
assets) by the government that is applicable to a future reporting period. The City has three items that
qualify for reporting in this category:

e Deferred outflows of resources for refunding - Reported in the government-wide statement of net
position, this deferred charge on refunding results from the difference in the carrying value of
refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter
of the life of the refunded or refunding debt.

o Deferred outflows of resources for pension — Reported in the government wide financial statement
of net position, this deferred outflow results from pension plan contributions made after the
measurement date of the net pension liability and the results of differences between expected and
actual actuarial experiences. The deferred outflows of resources related to pensions resulting from
City contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the next fiscal year. The other pension related deferred outflows will be
amortized over the expected remaining service lives of all employees (active and inactive
employees) that are provided with pensions through the pension plan which is currently 5.88
years.

e Deferred outflows of resources for other post-employment benefits (OPEB) — Reported in the
government wide financial statement of net position, this deferred outflow results from OPEB plan
contributions made after the measurement date of the net OPEB liability and the results of
1) differences between projected and actual earnings on OPEB plan investments and 2) changes
in the City’s proportional share of OPEB liabilities. The deferred outflows of resources related to
OPEB resulting from City contributions subsequent to the measurement date will be recognized
as a reduction of the net OPEB liability in the next fiscal year. The deferred outflows resulting
from differences between projected and actual earnings on OPEB plan investments will be
amortized over a closed five year period. The remaining OPEB related deferred outflows will be
amortized over the expected remaining service lives of all employees (active and inactive

employees) that are provided with OPEB through the plan.
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Note 1 - Summary of Significant Accounting Policies (continued)
K. Deferred Outflows/Inflows of Resources (continued)

A deferred inflow of resources is an acquisition of a government’s net assets (an increase in assets in
excess of any related increase in liabilities or a decrease in liabilities in excess of any related decrease
in assets) by the government that is applicable to a future reporting period. The City has three items
that qualify for reporting in this category:

e Deferred inflows of resources for unavailable revenues - Reported only in the governmental funds
balance sheet, unavailable revenues from property taxes arise under the modified accrual basis of
accounting. These amounts are deferred and recognized as an inflow of resources in the period
that the amounts become available.

e Deferred inflows of resources for pension — Reported in the government wide financial statement
of net position, these deferred inflows result primarily from of differences between projected and
actual earnings on pension plan investments. These amounts will be amortized over a closed five
year period.

o Deferred inflows of resources for other post-employment benefits (OPEB) — Reported in the
government wide financial statement of net position, these deferred inflows result primarily from
1) changes in actuarial assumptions and 2) differences between expected and actual actuarial
experiences. These OPEB related deferred inflows will be amortized over the expected remaining
service lives of all employees (active and inactive employees) that are provided with OPEB
through the plan.

L. Pensions

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.

M. Other Post-Employment Benefits.

The City participates in a defined benefit group-term life insurance plan, both for current and retired
employees, administered by the Texas Municipal Retirement System (TMRS). The City reports the total
liability for this plan on the government-wide and proprietary fund financial statements. The City
administers other post-employment benefits (“OPEB”) through a defined benefit medical plan to provide
coverage for eligible retirees and their dependents. Information regarding the City’s total OPEB liability is
obtained from TMRS through a report prepared for the City by TMRS’ consulting actuary, Gabriel Roeder
Smith & Company, in compliance with GASB Statement No. 75.
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Note 1 - Summary of Significant Accounting Policies (continued)

K. Deferred Outflows/Inflows of Resources (continued)
N. 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 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

O. Restricted Resources

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

P. Restricted Assets

The Enterprise Funds have restricted certain cash and investments for customer deposits, reserve and
emergency expenditures, capital improvements, cash restricted for others, and revenue bond debt service.
Because of certain bond covenants, the Enterprise Fund is required to maintain prescribed amounts of
resources that can be used only to service outstanding debt. The proceeds from debt are restricted for use
on capital projects.

Q. Comparative Data and Reclassifications

Comparative data for the prior year have been presented in certain sections of the accompanying financial
statements in order to provide an understanding of changes in the City’s financial position and operations.
Also, certain amounts presented in the prior year data have been reclassified in order to be consistent with
current year’s presentation.

R. Implementation of New Standards

In the current fiscal year, the City implemented the following new standards. The applicable provisions of
these new standards are summarized below. Implementation is reflected in the financial statements and the
notes to the financial statements.

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. This Statement replaces the requirements of Statement 45 and requires governments to report
a liability on the face of the financial statements for the OPEB that they provide. Statement 75 requires
governments in all types of OPEB plans to present more extensive note disclosures and required
supplementary information (RSI) about their OPEB liabilities. Among the new note disclosures is a
description of the effect on the reported OPEB liability of using a discount rate and a healthcare cost
trend rate that are one percentage point higher and one percentage point lower than assumed by the
government. The new RSI includes a schedule showing the causes of increases and decreases in the
OPEB liability and a schedule comparing a government’s actual OPEB contributions to its contribution
requirements.

GASB Statement No. 85, Omnibus 2017. This Statement establishes accounting and financial reporting
requirements for blending component units, goodwill, fair value measurement and application, and

postemployment benefits (pensions and other postemployment benefits).
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Note 2 - Deposits and Investments

The City's cash and investments are classified as cash and cash equivalents and investments. The cash and
cash equivalents include cash on hand, deposits with financial institutions, short-term investments in
external public funds investment pool accounts (LOGIC), Texas CLASS and (TexPool), and other
investments. The investments, which have maturities at purchase date of greater than three months, consist
mainly of U.S. government securities, municipal bonds, certificates of deposit. For better management of
cash, the City pools the cash, based on the City's needs, into deposits in the bank, in short-term investments
with LOGIC and TexPool, or in longer term investments in commercial paper or U.S. Government
securities. However, each fund's balance of cash and investments is maintained in the books of the City.

The City's deposits are maintained under the provisions of a depository contract as a cash concentration
account for use by all City funds. All receipts of City funds are deposited into a money market mutual fund
account, and the depository bank transfers funds to a separate demand deposit checking account as checks
are posted. The City bids out excess funds as necessary and awards the bid to the institution or agency
offering the highest interest rate. Brokers/dealers must complete a questionnaire, submit financial
statements, and be approved by City Council before being accepted to bid on investments of excess City
funds.

For better management of cash, the City pools the cash based on the City’s needs, into either deposits in
the bank accounts, in short-term investments with local government investment pools, certificates of
deposit, or a money market mutual fund or longer-term investments in U.S. Government securities or
municipal bonds. However, each fund’s balance of cash and investments is maintained separately in the
records of the City.

The City had the following cash and investments at year-end:

Fair Value
Total Cash
Fund and Investments
General Fund $ 2,581,106 $ 6,726,249
Debt Service Fund 2,964,784 1,846,944
Capital Projects Fund 16,643,538 4.491,107
Nonmajor Governmental Funds 3,839,027 13,555,988
Total Governmental Activities $ 26,028,455 $ 26,620,288
Water and Wastewater Utilities Fund $ 2,172,177 $ 6,869,762
Surface Water Treatment Fund 4,531,633 14,331,819
Golf Course Fund (nonmajor) 22,439 -
Total Business-type Activities $ 6,726,249 $ 21,201,581
Total Primary Government $ 32,754,704 $ 47,821,869
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Note 2 - Deposits and Investments (continued)

For deposits, this is the risk that, in the event of bank failure, the City’s deposits may not be returned to it.
The City does not have a deposit policy for custodial credit risk. Collateral is required for all bank deposits
at 100 percent of deposits not covered by federal depository insurance. Obligations that may be pledged as
collateral are obligations of the United States and its agencies and obligations of the State and its
municipalities and school districts. Collateral pledged to cover the City's deposits is required to be held in
the City's name by the trust department of a bank other than the pledging bank (the City's agent). Collateral
securities must bear a Baa-1 or better rating to qualify for use in securing uninsured depository balances.

The City’s total cash deposits, including certificates of deposit at September 30, 2018 were entirely covered
by collateralized securities held in the City’s name or by federal deposit insurance.

At September 30, 2018, the City invested in a governmental money market mutual fund (Wells Fargo
Government Money Market Fund) as part of its investment strategy. This investment is accomplished
through daily sweeps of excess cash by the City’s custodial bank into a bank sponsored program, short-
term investment fund. This fund is a custodial bank-sponsored commingled fund that is invested in short-
term U.S. government agency and treasury debt and repurchase agreements.

At year-end, the Fund was rated AAAm by Standard & Poor’s.
Investment Policy

The Council has adopted a written investment policy regarding the investment of its funds as defined by
the Public Funds Investment Act (Chapter 2256 Texas Government Code). The investments of the City are
in compliance with the Council's investment policies. It is the City's policy to restrict its investments to
direct obligations of the U.S. Government, commercial paper, fully collateralized certificates of deposit and
other interest-bearing time and demand deposits, and other instruments and investments in public funds
investment pools such as the Local Government Investment Cooperative (LOGIC), Texas CLASS and
Texas Local Government Investment Pool (TexPool).

The City’s investments are carried at fair value based on quoted market prices at year-end, in accordance
with U.S. generally accepted accounting principles. The City categorizes fair value measurements of its
investments based on the hierarchy established by generally accepted accounting principles. The fair value
hierarchy, which has three levels, is based on the valuation inputs used to measure an assets fair value:
Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs. The City’s local government
investment pools are recorded at amortized costs permitted by GASB Statement No. 79 Certain Investment
Pools and Pool Participants.
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Note 2 - Deposits and Investments (continued)
Investment Policy (continued)

Under provisions of state and local statutes, the City's investment policies, and provisions of the City's
depository contracts with the area financial institutions, the City is authorized to place available deposits
and investments in the following:

1. Obligations of the U.S., its agencies, and instrumentalities.
2. Direct obligations of the State of Texas or its agencies.

3. Collateralized mortgage obligations directly issued by a federal agency or instrumentality of the United
States, the underlying security for which is guaranteed by an agency or instrumentality of the United
States.

AN

. Other obligations, the principal and interest on which are unconditionally guaranteed or insured by, or
backed by the full faith and credit of the State of Texas or the United States or their agencies and
instrumentalities.

5. Obligations of states, agencies, counties, cities, and other political subdivisions of any state having been
rated as to the investment quality by a nationally recognized investment firm and having received a
rating of not less than A or its equivalent.

6. Bonds issued, assumed, or guaranteed by the State of Israel.

7. Certificates of Deposit issued by state and national banks or a savings bank, state or federal credit union
domiciled in this state that are:

- guaranteed or insured by the Federal Deposit Insurance Corporation, or its successor or the National
Credit Union or its successor;

- secured by obligations that are described in 1-6 above, which are intended to include all direct
federal agency or instrumentality issued mortgage backed securities that have a fair value of not
less than the principal amount of the certificates or in any other manner and amount provided by
law for deposits of the investing entities.

8. Fully collateralized repurchase agreements having a defined termination date, secured by obligations
of the United States, its agencies or instrumentalities, pledged with a third party selected or approved
by the political entity, and placed through a primary government securities dealer, as defined by the
Federal Reserve, or through a financial institution domiciled in the State of Texas.

9. Prime domestic banker's acceptances, defined as a banker's acceptance with a remaining term of 270
days or less, if the short-term obligations of the accepting bank or its parent are rated at least A-1 or P-
1 or equivalent by at least one nationally recognized credit rating agency.

10. Commercial paper that is rated at least A-1 or P-1 or the equivalent by either (a) two nationally
recognized credit agencies or (b) one nationally recognized credit rating agency if the paper is fully
secured by an irrevocable letter of credit issued by a U.S. or State bank.

11. SEC-registered no-load money market mutual fund (MMMEF), with a dollar weighted average portfolio
maturity of 90 days or less, includes in their investment objectives the maintenance of a stable net asset
value of $1 for each share.
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Note 2 - Deposits and Investments (continued)
Investment Policy (continued)

12. SEC-registered, no-load money market mutual funds (MMMF) that have an average weighted maturity
of less than two years, invests exclusively in obligations described above and are continuously rated as
to investment quality by at least one nationally recognized investment rating firm of no less than AAA
or its equivalent.

13. Authorized guaranteed investment contracts that have a defined termination date, are secured by
obligations described in 1-6 above, are pledged to the City and deposited with the City or with a third
party selected and approved by the City.

14. Authorized government investment pools that invest solely in obligations of any of the above
investments provided that the pools are rated no lower than AAA or AAAm or an equivalent by at least
one nationally recognized rating service.

All significant legal and contractual provisions for investments were complied with during the year.

Interest Rate Risk and Concentration of Credit Risk

As of September 30, 2018, the City had the following deposits and investments subject to interest rate risk
disclosure under U.S. generally accepted accounting principles:

Weighted
Average Percentage of
Fair Value Maturity (Days) Portfolio
Cash deposits $ 318,449 0 0%
Governmental Mutual Fund 8,679,986 0 11%
Public Funds Investment Pools:
TexasClass 18,638,488 13 23%
TexPool 203,426 0 0%
LOGIC 4,914,355 2 6%
U.S. Government Agency Notes:
Federal National Mortage Association (FNMA) 2,962,013 255 4%
Federal Home Loan Mortgage Corp (FHLMC) 1,539,776 113 2%
Government National Mortgage Association (GNMA) 433,462 8 1%
Municipal Bonds 6,446,110 32 8%
Certificates of Deposit 36,440,508 101 45%
Total Portfolio 80,576,573 524

The U.S. government securities were purchased through a broker/dealer and held for safekeeping by the
City's depository bank (independent agent), registered for the account of Missouri City. The City generally
holds all investments to maturity date. The City had no derivative investment products during the current
year. The City did not have any reverse repurchase or repurchase agreement transactions. Investment
interest is adjusted for changes in the fair values of U.S. government agencies.

In accordance with its investment policy, the City manages its exposure to declines in fair values by limiting
the weighted average maturity of its investment portfolio to less than two years to meet cash requirements
for ongoing operations.
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Note 2 - Deposits and Investments (continued)
Local Government Investment Pools (LGIP)

The Local Government Investment Cooperative (LOGIC) the Texas Local Government Investment Pool
(TexPool) and the Texas Cooperative Liquid Assets Securities System (Texas CLASS) amounts are not
evidenced by securities that exist in physical or book entry form and, accordingly, are not categorized by
risk. However, the nature of these funds requires that they be used to purchase investments authorized by
the Public Funds Investment Act. The primary objective of these investment pools is to provide a safe
environment for the placement of public funds in short-term, fully collateralized investments. The City
considers the holdings in LOGIC, TexPool and Texas CLASS to be redeemable within one day although
the weighted average maturity days is higher as shown above. Weighted average maturity is determined
and defined by the nature of the deposits in the pools, not by the account holder.

The State of Texas exercises oversight responsibility over TexPool in accordance with state laws and the
Public Funds Investment Act. TexPool is an external pool and operates in a manner consistent with SEC
Rule 2a7 of the Investment Company Act of 1940. It is rated AAAm by Standard Poor’s, the highest rating
a local government investment pool can achieve.Net position is reported using amortized cost rather than
fair value in computing share price. In accordance with TexPool management policies, the net asset value
will always be between .9965 and 1.0035. Accordingly, the fair value of the City’s position in the pool is
the same as the value of the shares in the pool.

If at any time, pursuant to its daily calculation, the deviation between the amortized cost and market-
determined values per share of the Portfolio's assets exceeds $0.0030, the Co-Administrators shall promptly
notify the Board. In the event that the deviation from amortized cost per share exceeds $0.0040, the Board
shall promptly hold a meeting and the Co-Administrators shall take action as directed by the Board.
However, absent contrary instructions, the Co-Administrators shall promptly sell portfolio holdings, or will
take such other action as the Board, or their delegates, may direct to eliminate or reduce to the extent
reasonably practicable any dilution or unfair results to existing Unit holders.

LOGIC is a local government investment fund that operates as a money market fund under the Public Funds
Investment Act, which requires that it maintain an AAA, AAA-m or equivalent rating from a nationally
recognized rating service. LOGIC is rated AAA and operates in full compliance with the PFIA and rating
agency requirements. As a local government investment fund, LOGIC is exempted from SEC registration
and the requirements of Rule 2a-7 pertaining to registered money market funds; however, consistent with
Rule 2a-7, it seeks to maintain a stable net asset value of $1.00 per unit. Pursuant to an action by the Board
of Directors, LOGIC began reporting its investments using the fair value method, rather than at their
amortized cost, on August 31, 2010. Currently, fixed income securities (other than short term investments
maturing in less than 61 days) are valued each day based on readily available market quotations received
from independent or affiliated pricing services or third party broker dealers. The net asset value per unit of
LOGIC is calculated each business day by adding the fair value of LOGIC’s securities and other assets,
deducting accrued expenses and arrearages, and dividing by the number of units outstanding. As previously
noted, it is the intention of LOGIC to maintain a net asset value of $1.00.
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Note 2 - Deposits and Investments (continued)
Local Government Investment Pools (LGIP)

Texas CLASS is a Participant controlled trust created in accordance with Texas Public Funds Investment
Act, Section 2256.0017 and was established for participating Texas municipalities. Texas CLASS is
available for investment by Texas municipalities, school districts and public agencies. Texas CLASS
operates like a money market mutual fund with each share valued at $1. Texas CLASS is rated AAAm by
S&P. Securities are valued at the most recent market price as obtained from one or more market makers for
such securities. Securities transactions are accounted for on a trade date basis. Interest income is recognized
on the accrual basis and includes amortization of premiums and accretion of discounts. Distributions from
net investment income are declared and paid daily. Texas CLASS’s policy is to distribute net realized and
capital gains, if any, in a reasonable time frame after the gain is realized.

Credit Risk - Investments

In accordance with its investment policy, the City minimized credit risk losses due to default of a security
issuer or backer, by limiting investments to the safest types of securities. All of the City’s U.S. Agency
investments are insured, registered, or the City’s agent holds the securities in the City’s name; therefore the
City is not exposed to custodial credit risk.

Adjustment to Investment’s Fair Value

The City categorizes fair value measurements of its investments based on the hierarchy established by
generally accepted accounting principles. The fair value hierarchy, which has three levels, is based on the
valuation inputs used to measure assets fair value: Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant
unobservable inputs. The City’s local government investment pools are recorded at amortized costs as
permitted by GASB Statement No. 79, Certain Investment Pools and Pool Participants.

Investments’ fair value measurements are as follows at September 30, 2018:

Fair Value Measurements Using

Level 1 Level 2 Level 3
Investment Fair Value inputs inputs inputs

U.S. Government Agency Notes:

Federal National Mortage Association (FNMA) $2.962,013 2,962,013

Federal Home Loan Mortgage Corp (FHLMC) 1,539,776 1,539,776

Government National Mortgage Association (GNMA) 433,462 433,462
Municipal Bonds 6,446,110 6,446,110
Certificates of Deposit 36,440,508 36,440,508
Total Investments 47,821,869 36,440,508 11,381,361 -
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Note 3 - Property Taxes

Property taxes for each year are levied on approximately August 1 and are due upon receipt of the City's
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
favor of the State and each taxing unit. Appraised values are established by the Fort Bend Central Appraisal
District (CAD), through procedures established by the Texas Legislature. The County bills and collects
property taxes on behalf of the City, and remits payment to the City on a frequent basis. The City bills its
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 City's delinquent tax attorneys for final collection or other disposition.

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 $2.50 per $100 of assessed valuation for general governmental services. Within
the $2.50 maximum levy, there is no legal limit upon the amount of property taxes, which can be levied for
debt service. The property tax rates to finance general governmental services and debt service for the 2017-
2018 fiscal year were $.44023 and $.15977 respectively, per $100 of assessed valuation. The 2017 tax year
assessed value and total tax levy as adjusted through September 30, 2018, were $6,670,648,840 and
$40,023,893, respectively.

Note 4 - Receivables

Receivables as of year-end for the government’s individual major and non-major funds, and internal service
funds, including the applicable allowances for uncollectible accounts, are as follows:

Capital
General Debt Service Projects Non-major Governmental
Fund Fund Fund Funds Activities
Receivables
Property taxes $ 896,120 $ 358,592 $ - $ - $ 1,254,712
Sales tax 2,907,641 - - - 2,907,641
Municipal court 1,385,424 - - 33,965 1,419,389
Other 710,152 - - 79,895 790,047
Due from other governments 408,729 - 743,870 292,257 1,444,856
Gross receivable 6,308,066 358,592 743,870 406,117 7,816,645
Less: Allowance for uncollectible (1,680.495) (16,625) - 1,984 (1,695,136)
Net Receivables. $ 3,908,965 $ 341967 $ 743870 408,101 $ 6,121,509
Water and Surface
Wastewater Water Solid Waste Business-Type
Utilities Treatment Collections Golf Course Activities
Receivables
Other $ - $ - $ 1,271,522 $ 21,410 $ 1,292,932
Due from other governments (MUD) 993,571 1,381,673 - - 2,375244
Gross receivable 993,571 1,381,673 1,271,522 21,410 3,668,176
Net Receivables. $ 993571 $ 1,381,673 $ 1271,522 $ 21,410 $ 3,668,176
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Note 5 - Capital Assets

The following is a summary of changes in capital assets for the fifteen months ended September 30, 2018:

Balance Balance
Retirements
and
June 30, 2017 Additions Transfers September 30, 2018

Governmental activities:
Capital assets, not being depreciated

Land $ 11,787,967 $ 6,740 $ - $ 11,794,707

Intangibles - Right of Way 2,713,521 - - 2,713,521

Construction in progress 4,243,031 5,717,885 (3,130,889) 6,830,027
Total capital assets, not being depreciated 18,744,519 5,724,625 (3,130,889) 21,338,255
Capital assets being depreciated:

Buildings and Building Improvements 44,983,489 127,120 605,936 45,716,545

Improvements other than buildings 32424981 1,580,235 - 34,005,216

Infrastructure 212,788,765 5,313,542 2,524,953 220,627,260

Machinery and equipment 20,448,259 2,970,145 (664,349) 22,754,055
Total capital assets being depreciated 310,645,494 9,991,042 2,466,540 323,103,076
Less accumulated depreciation for:

Buildings and Building Improvements (10,142,591) (1,302,646) - (11,445,237)

Improvements other than buildings (12,821,043) (2,179,144) - (15,000,187)

Infrastructure (94,042,036) (8,667,356) - (102,709,392)

Machinery and equipment (12,687,747) (2,246,659) 633,422 (14,300,984)
Total accumulated depreciation (129,693,417) (14,395,805) 633,422 (143,455,800)
Total capital assets being depreciated, net 180,952,077 (4,404,763) 3,099,962 179,647,276
Governmental activities capital assets, net § 199,696,596 $  1319,862 $ (30927) § 200,985,531
Business-type activities:
Capital assets, not being depreciated

Land $ 4741426 $ - $ - $ 4,741,426

Intangibles - Right of Way 19,400 - - 19,400

Construction in progress 5,600,589 595,118 (4,536,741) 1,658,966
Total capital assets, not being depreciated 10,361,415 595,118 (4,536,741) 6,419,792
Business-type assets, being depreciated

Buildings and Building Improvements 3,946,598 - - 3,946,598

Improvements other than buildings 126,247 72,993 - 199,240

Infrastructure 79,921,330 2,004,082 4,536,741 86,462,153

Machinery and equipment 2,571,759 - - 2,571,759
Total capital assets being depreciated 86,565,934 2,077,075 4,536,741 93,179,750
Less accumulated depreciation for:

Buildings and Building Improvements (1,406,029) (98,680) - (1,504,709)

Improvements other than buildings (103,604) (18,871) - (122,475)

Infrastructure (7,885,960) (2,352,030) - (10,237,990)

Machinery and equipment (1,851,415) (169,825) - (2,021,240)
Total accumulated depreciation (11,247,008) (2,639,406) - (13,886,414)
Total capital assets being depreciated, net 75,318,926 (562,331) 4,536,741 79,293,336
Business Type activities capital assets, net § 85,680,341 $ 32,787 $ - $ 85,713,128
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Note 5 - Capital Assets (continued)

Depreciation expense for the fifteen months ended September 30, 2018 was distributed as follows:

Governmental Activities:
General government $ 351,247
Finance 141,404
Police 835,840
Fire 764,629
Public works 10,235,877
Parks and recreation 2,033,686
Planning 33,122
Total Governmental Activities $ 14,395,805

Business-type Activities:

Water and Wastewater $ 862,539
Surface Water 1,765,918
Golf Course 10,949
Total Business-type Activities $ 2,639.406

Constructions in progress for the various projects and remaining commitments under these construction
contracts as of September 30, 2018, are:

Total Remaining
Governmental Activities in Progress Commitment
Lower Oyster Creek $ 193,541 $ -
Fire Station 4 Renovations 20,738 -
Ashmont Reconstruction 1,646,746 5,000
Adams Reconstruction 2,414,292 11,076
Glenn Lakes Lane Bridge Replacement 2,554,710 3,923

$ 6,830,027 $ 19,999

Business-type Activities

Mustang Bayou Wastewater Treatment Plant 1.5 MGD $§ 749,053 $ -
Regional Water Treatment Plant - 60 Acre Reservoir 153,625 -
Regional Water Treatment Plant - B Canal Pump Station 52,135 -
Regional Water Treatment Plant Phase 11 704,153 921,533

$ 1,658,966 $ 921,533
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Note 6 - Long-Term Debt and Other Long-Term Obligations

The City issues general obligation bonds and certificates of obligation for the purpose of fulfilling its capital
improvements programs. General obligation bonds and certificates of obligation are for both governmental
and business-type activities. The bonds are reported in the Proprietary Funds only if they are expected to
be repaid from proprietary revenues. The general long-term bonds, certificates of obligation and assumed
obligations are paid through the Debt Service Fund from tax revenues. Generally these programs are
classified in several broad areas: public safety, drainage, transportation, parks, facilities and utility
construction.

Changes in Long-term Liabilities

Long-term liability activity for the fifteen months ended September 30, 2018, is as follows:

Amounts
Balance Balance Due Within
June 30, 2017 Additions Reductions September 30, 2018 One Year
Governmental Activities:
Bonds payable:
General Obligation Bonds $ 85113225 $ - $ (5,740,109) $ 79,373,116 $ 5432922
Certificates of Obligation 8,031,355 - (939,431) 7,091,924 576,924
Increment Revenue Bonds 3,935,000 - (360,000) 3,575,000 365,000
Plus:
Issuance premiums 8,276,198 - (495,387) 7,780,811 492,961
Total bonds payable 105,355,778 - (7,534,927) 97,820,851 6,867,807
Tax Notes 275,000 - (275,000) - -
Capital Leases 267,221 351,433 (167,006) 451,648 141,627
Contractual Obligations 12,690,000 - (405,000) 12,285,000 420,000
Compensated absences 1,772,023 40,438 (664,172) 1,148,289 664,172
Total Governmental Activities § 120,360,022 $ 391,871 $ (9,046,105) $ 111,705,788 $ 8,093,606
Business-type Activities:
Certificates of obligation 12,833,645 $ - $ (2260,569) $ 10,573,076 878,076
General Obligation Bonds 40,366,776 - (49,892) 40,316,884 1,427,078
Plus:

Issuance premiums 7,140,553 - (434,667) 6,705,886 395,558
Total Business-type Activities $§ 60,340974  § - $ (2,745,128) § 57,595846 $ 2,700,712

Long-term liabilities applicable to the City's governmental activities are not due and payable in the current
period and, accordingly, are not reported as fund liabilities in the governmental funds.

Compensated absences generally are paid by the General Fund for the governmental activities. Net pension
obligation is liquidated by the general fund.
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Note 6 - Long-Term Debt and Other Long-Term Obligations (continued)

The following is a summary of general obligation bonds, certificates of obligation, increment contract
revenue bonds, tax notes and capital leases outstanding as of September 30, 2018:

Original Interest Debt
Series Issue Matures Rate (%) Outstanding
Governmental Activities:
General Obligation Bonds
Series 2010 Permanent Improvement Bonds $ 9,500,000 2029 3.0-4.125 $ 6,355,000
Series 2010A Permanent Improvement Bonds 9,405,000 2038 2.00-4.00 6,110,000
Series 2012 Permanent Improvement Bonds 1,400,000 2032 2.25-3.75 980,000
Series 2013 Refunding bonds 8,293,500 2026 2.00 -4.00 7,267,500
Series 2014 Permanent Improvement Bonds 1,740,000 2033 3.125-3.75 1,455,000
Series 2014 Permanent Improvement Refunding bonds 3,381,584 2024 2.00-3.00 1,293,080
Series 2015 Permanent Improvement Bonds 8,600,000 2034 3.00-3.25 7,530,000
Series 2016 Permanent Improvement Bonds 3,080,000 2035 3.00-3.25 2,785,000
Series 2016 Refunding bonds 32,787,537 2038 2.0-5.0 31,877,536
Series 2017 14,445,000 2037 3.0-5.0 13,720,000
Total General Obligation Bonds 79,373,116
Certificates of Obligation
Series 2008A Certificates of Obligation 6,044,440 2029 2.75-5.0 276,924
Series 2010A Certificates of Obligation 6,235,000 2038 2.00-4.00 5,545,000
Series 2010B Certificates of Obligation 1,660,000 2021 964 - 3.876 440,000
Series 2014 Certificates of Obligation 990,000 2033 1-3.75 830,000
Total Certificates of Obligation 7,091,924
Increment Contract Revenue Bonds
Series 2015 Increment Revenue Refunding Bonds 4,600,000 2027 222 3,575,000
Total Increment Contract Revenue Bonds 3,575,000
Capital Leases
Fire Truck 350,891 2023 3.13 205,644
IT Equipment 351,434 2021 " 000 246,004
Total Capital Leases 451,648
Total Governmental Activities $ 90,491,688
Business-type Activities:
Certificates of Obligation
Series 2008A certificates of obligation 8,470,560 2029 2.75-5.00 $ 388,076
Series 2009B certificates of obligation 46,595,000 2035 2.00-5.00 -
Series 2014A certificates of obligation 4,995,000 2024 2.00-3.125 4,240,000
Series 2016A Certificates of Obligation 4,025,000 2036 2.0-3.0 2,240,000
Series 2016 Certificates of Obligation 2,475,000 2035 3.0 3,705,000
Total Certificates of Obligation 10,573,076
General Obligation Bonds
Series 2013 Refunding bonds 436,500 2026 2.00 - 4.00 382,500
Series 2014 Permanent Improvement Refunding Bonds 148,416 2024 2.00-3.00 56,921
Series 2016 Refunding 39,877,463
Total General Obligation Bonds 40,316,884
Total Business-type Activities $ 50,889,960
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Note 6 - Long-Term Debt and Other Long-Term Obligations (continued)

The annual requirements to amortize all general obligation bonds outstanding as of September 30, 2018,
are as follows:

Governmental Business-type
Year Ending Activities Activities
September 30, Principal Interest Principal Interest

2019 $ 5,432,922 $ 3,258,950 § 1,427,079 $ 1,895,031
2020 5,917,414 3,058,364 1,847,586 1,838,748
2021 6,060,575 2,811,384 1,929,426 1,747,656
2022 6,312,360 2,581,010 2,032,640 1,657,929
2023 - 2027 32,453,882 8,595,776 11,656,117 6,677,928
2028 - 2032 15,855,963 2,653,088 13,094,036 3,559,167
2033 - 2037 7,005,000 605,714 8,330,000 720,000

2038 - 2042 335,000 10,888 - -
$ 79,373,116 $ 23,635,174 $ 40,316,884 $ 18,096,459

The annual requirements to amortize all certificates of obligation outstanding as of September 30, 2018,
are as follows:

Governmental Business-type
Year Ending Activities Activities
September 30, Principal Interest Principal Interest

2019 $ 576,924 $ 270,465 $ 878,076 $ 292,664
2020 310,000 256,119 500,000 274,052
2021 315,000 246,233 510,000 263,002
2022 325,000 234,638 520,000 250,002
2023 - 2027 1,840,000 978,113 2,835,000 1,028,732
2028 - 2032 1,865,000 606,563 3,230,000 614,022
2033 - 2037 1,610,000 252,313 2,100,000 136,168

2038 - 2042 250,000 10,625 - -
$ 7,091,924 $ 2,855,069 $ 10,573,076 $ 2,858,642

The annual requirements to amortize all increment revenue bonds outstanding as of September 30, 2018,
are as follows:

Governmental
Year Ending Activities
September 30, Principal Interest

2019 $ 365,000 $ 79,365

2020 370,000 71,262

2021 380,000 63,048

2022 385,000 54,612

2023 - 2027 2,075,000 139,971

$ 3,575,000 $ 408,258
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Note 6 - Long-Term Debt and Other Long-Term Obligations (continued)

The annual requirements to amortize all capital leases outstanding as of September 30, 2018, are as
follows:

Year Ending Governmental Activities
September 30, Payments Interest

2019 $ 141,626 $ 6,531
2020 145,854 5,304
2021 76,834 4,038
2022 42,994 2,734
2023 44340 1,388

$ 451,648 $ 19,995

There is million available in the Debt Service Fund to service the above obligations.

The principal and interest on the general obligation bonds, certificates of obligation, increment revenue
bonds, tax notes and capital leases are payable solely from property taxes levied on taxable property within
the City of Missouri City, Texas. The City is in compliance with all significant limitations and restrictions
contained in the various bond ordinances.

The annual requirements to amortize certain contractual obligations of the City to Sienna Plantation
Management District (see Note 16) are as follows:

Governmental
Year Ending Activities
September 30, Principal Interest

2019 $ 420,000 $ 571,258
2020 440,000 556,528
2021 470,000 540,275
2022 490,000 522,120
2023 515,000 502,380
2024 - 2028 3,030,000 2,141,740
2029 - 2033 3,965,000 1,321,535
2034 - 2036 2,955,000 288,230
$ 12,285,000 $ 6,444,066
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Note 6 - Long-Term Debt and Other Long-Term Obligations (continued)
Federal Tax Compliance (Arbitrage) for Long-term Debt

In accordance with provisions of Section 148 of the Internal Revenue Code of 1986, as amended (the
“Code”), the City’s long-term debt obligations must meet certain minimum criteria to be considered and
continue to be considered “tax exempt.” This “tax exempt” status means that interest income earned by
purchasers of the City’s long-term debt instruments is not subject to federal income taxes. Related Treasury
Regulations promulgated under Section 148 of the Code generally provide that the determination of whether
these obligations are tax exempt is made as of the date such obligations are issued based on a reasonable
expectations regarding the use of the proceeds of the bonds issued. Long-term debt that does not meet and
continue to meet the minimum criteria of Section 148 of the Code and the related Treasury Regulations
described above are considered “arbitrage bonds” and are not considered “tax exempt” as described above.

The City has performed calculations required under section 148(f) of the Code and has no present liability
nor has the City ever been required to make rebate payments for issued debt in past years.

The City is currently in compliance with yield restriction requirements and does not anticipate associated
significant noncompliance issues. The City is continuing to proceed with reasonable diligence to expend
any remaining unexpended debt issuance proceeds on qualifying projects or to retire related debt issues still
outstanding.

Note 7 - Interfund Receivables, Payables and Transfers

The following is a summary of interfund balances as of September 30, 2018:

Due to Fund Due From Fund Purpose Amount
General Fund Golf Course Fund Cash advances on operations $ 222,575
General Fund CDBG Fund Cash advances on operations 46,763
General Fund Solid Waste Fund Cash advances on operations 342,000
General Fund Missouri City Development Authority Fund Cash advances on operations 2470
Water and Wastewater Ultilities Surface Water Treatment Cash advances on operations 6,157,696
$ 6,771,504

Amounts booked as due to/from are considered to be temporary loans and will be repaid during the
following fiscal year.
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Note 7 - Interfund Receivables, Payables and Transfers (continued)

For the year ended September 30, 2018, interfund transfers consisted of the following:

Transfer In Fund Transfer Out Fund Purpose Amount
General Radio Communications Operating Expense $ 53,348
General Court Security Juvenile Case Manager payroll expenses 25,001
General Court Juvenile Fund TIRZ and PID expenses 45,820
General Hotel Occupancy Tax Fund Administrative fees 25,100
General Missouri City Development Authority Administrative fees 100,000
General TIRZ #1 Administrative fees 39,591
General TIRZ #2 Mobility cost expenses 93,947
General PID #2 13,600
General TIRZ #3 Operating Expense 74,740
General Capital Projects Fund Operating Expense 1,000,000
Water and Wastewater Utility Fund GRP admin, GCWA water option, and
General misc fees. 113,333
General Surface Water Treatment Fund 507,478
General Solid Waste Fund 20,000
Capital Projects Fund General Fund Operating Expense 200,000
Capital Projects Fund TIRZ #1 Operating Expense 1,216,750
Capital Projects Fund Parkland Dedication Fund Operating Expense 129,745
Radio Communication Fund General Fund Radio equipment replacement 58,804
Missouri City Development Authority ~Capital Projects Fund Operating Expense 1,125,000
Missouri City Development Authority TIRZ #1 TIRZ expenses 20,000
Missouri City Development Authority TIRZ #2 TIRZ expenses 20,000
Missouri City Development Authority PID #2 TIRZ expenses 28,664
Missouri City Development Authority TIRZ #3 TIRZ expenses 20,000
Missouri City Development Authority TIRZ #4 TIRZ expenses 20,000
Water/Wastewater Utility Fund Surface Water Treatment Fund Operating Expense 6,451,948
$ 11,402,869

Transfers are used to move revenues from the fund with collection authorization to other funds that finance
various programs in accordance with budgetary authorizations.

Note 8- Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The plan, available to all City employees, permits them to defer a portion of their salary
until future years. The plan’s trust arrangements are established to protect deferred compensation amounts
of employees under the plan from any other use than intended under the plan (eventual payment to
employees deferring the compensation) in accordance with federal tax laws. Amounts of compensation
deferred by employees under plan provisions are disbursed monthly by the City to a third-party
administrator. The third-party administrator handles all funds in the plan and makes investment decisions
and disburses funds to employees in accordance with plan provisions.

The fair value of plan assets held and administered by the plan’s third-party administrator were
$14,093,945.
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Note 9 - Pension Plan

A. Plan Description

The City of Missouri City participates as one of 860 plans in the nontraditional, joint contributory, hybrid
defined benefit pension plan administered by the Texas Municipal Retirement System (TMRS). TMRS is
an agency created by the State of Texas and administered in accordance with the TMRS Act, Subtitle G,
Title 8, Texas Government Code (the TMRS Act) as an agent multiple-employer retirement system for
municipal employees in the State of Texas. The TMRS Act places the general administration and
management of the System with a six-member Board of Trustees. Although the Governor, with the advice
and consent of the Senate, appoints the Board, TMRS is not fiscally dependent on the State of Texas.
TMRS’s defined benefit pension plan is a tax-qualified plan under Section 401 (a) of the Internal Revenue
Code. TMRS issues a publicly available comprehensive annual financial report (CAFR) that can be
obtained at www.tmrs.com.

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

B. Benefits Provided

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

At retirement, the benefit is calculated as if the sum of the employee’s contributions, with interest, and the
city-financed monetary credits with interest were used to purchase an annuity. Members may choose to
receive their retirement benefit in one of seven payments options. Members may also choose to receive a
portion of their benefit as a Partial Lump Sum Distribution in an amount equal to 12, 24, or 36 monthly
payments, which cannot exceed 75% of the member’s deposits and interest.

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

Employee deposit rate 7.00%
Matching ration (city to employee) 2to 1

Years required for vesting 5

Updated Service Credit 100% Ad Hoc, Transfers
Annuity Increase (to retirees) 70% of CPI as Hoc

Members can retire at ages 60 and above with 5 or more years of service or with 20 years of service
regardless of age.
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Note 9 - Pension Plan (continued)

Employees covered by benefit terms.

At the December 31, 2017 valuation and measurement date, the following employees were covered by the
benefit terms:

Membership

Number of:
Inactive employees or beneficiaries currently receiving benefits 180
Inactive employees entitled to but not yet receiving benefits 173
Active employees 336
Total 689

C. Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross earnings, and
the city matching percentages are either 100%, 150%, or 200%, both as adopted by the governing body of
the city. Under the state law governing TMRS, the contribution rate for each city is determined annually by
the actuary, using the Entry Age Normal (EAN) actuarial cost method. The actuarially determined rate is
the estimated amount necessary to finance the cost of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability.

Employees for the City were required to contribute 7.00 percent of their annual gross earnings during the
fiscal year. The contribution rates for the City was 9.00 percent in calendar year 2017 and 10% in calendar
year 2018. The city’s contributions to TMRS for the fifteen months ended September 30, 2018 were
$2,815,551 and were equal to the required contributions.

D. Net Pension Liability

The city’s Net Pension Liability (NPL) was measured as of December 31, 2017, 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, 2017 actuarial valuation was determined using the
following actuarial assumptions:

Inflation 2.50% per year

Overall payroll growth 3.0% per year

Investment Rate of Return 6.75%, net of pension plan investment expense,
including inflation
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Note 9 - Pension Plan (continued)
D. Net Pension Liability (continued)

Salary increases were based on a service-related table. Mortality rates for active members, retirees, and
beneficiaries were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with male rates
multiplied by 109% and female rates multiplied by 103 percent. The rates are projected on a fully
generational basis by scale BB to account for future mortality improvements. For disabled annuitants, the
gender-distinct RP2000 Disabled Retiree Mortality Table is used, with slight adjustments.

Actuarial assumptions used in the December 31, 2017, valuation were based on the results of actuarial
experience studies. The experience study in TMRS was for the period January 1, 2011 through December
31,2014, first used in the December 31, 2015 valuation. Healthy post-retirement mortality rates and annuity
purchase rates were updated based on a Mortality Experience Investigation Study covering 2009 through
2011, and dated December 31, 2013. These assumptions were first used in the December 31, 2013 valuation,
along with a change to the Entry Age Normal (EAN) actuarial cost method. Assumptions are reviewed
annually. No additional changes were made for the 2015 valuation.

The long-term expected rate of return on pension plan investments is 6.75%. The pension plan’s policy in
regard to the allocation of invested assets is established and may be amended by the TMRS Board of
Trustees. 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.

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. The target allocation and best estimates
of arithmetic real rates of return for each major asset class are summarized in the following table:

Long-Term
Expected Real Rate
Target of Return

Asset Class Allocation (Arithmetic)
Domestic Equity 17.5% 4.80%
International Equity 17.5% 6.05%
Core Fixed Income 30.0% 1.50%
Non-Core Fixed Income 10.0% 3.50%
Real Return 5.0% 1.75%
Real Estate 10.0% 5.25%
Absolute Return 5.0% 4.25%
Private Equity 5.0% 8.50%
Total 100.0%
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Note 9 - Pension Plan (continued)
D. Net Pension Liability (continued)
Discount Rate

The discount rate used to measure the Total Pension Liability was 7.0%. 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 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.

Changes in Net Pension Liability

Plan
Total Pension Fiduciary Net Net Pension
Liability Position Liability

Balance at 12/31/2016 $ 120,932,028 $ 91,642,708 $ 29,289,320
Changes for the year:

Service Cost 4,026,779 - 4,026,779

Interest (on the Total Pension Liability) 8,134,301 - 8,134,301

Difference between expected and actual experience 513,297 - 513,297

Contributions — employer - 2,306,353 (2,306,353)

Contributions — employee - 1,634,055 (1,634,055)

Net investment income - 12,697,084 (12,697,084)

Benefit payments, including refunds of

employee contributions (4,874,521) (4,874,521) -

Administrative Expense - (65,824) 65,824

Other - (3,335) 3,335
Balance at 12/31/2017 $ 128,731,884  $ 103,336,520 _$ 25,395,364

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

The following presents the net pension liability of the City, calculated using the discount rate of 6.75%, as
well as what the City’s net pension liability 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% Decrease Single Rate 1% Increase
Assumption
5.75% 6.75% 7.75%
$ 45,513,656 $ 25395364 $ 9,134,150

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued
TMRS financial report. That report may be obtained on the Internet at www.tmrs.com.
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Note 9 - Pension Plan (continued)

E. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

For the fifteen months ended September 30, 2018 the city recognized pension expense of $4,827,861.

At September 30, 2018, the City reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred
Deferred Outflows Inflows of
of Resources Resources
Difference in expected and actual experience $ 1,391,776 $ 137,708
Difference in assumption changes - 107,763
Difference in projected and actual earnings on
pension plan investments. - 2,569,118
Employer contributions made after the measurement
date 1,656,869 -
Totals $ 3,048,645 $ 2814589

$1,656,869 is 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
fiscal year ending September 30, 2019. 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
Fiscal Year Resources
2019 $ 417,560
2020 207,485
2021 (953,483)
2022 (1,138,477)
2023 44,102
Thereafter -
Total $ (1,4223813)

Note 10 - Other Post-Employment Benefits
TMRS Supplemental Death Benefits Fund
Benefit Plan Description

The City also participates in the cost sharing multiple-employer defined benefit group-term life insurance
plan operated by the Texas Municipal Retirement System (TMRS) known as the Supplemental Death
Benefits Fund (SDBF). 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.

58

DRAFT 03.15.19



CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 10 - Other Post-Employment Benefits (continued)
TMRS Supplemental Death Benefits Fund (continued)

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

Membership in the plan as of the measurement date of December 31, 2017 was as follows:

Inactive employees currently receiving benefits 132

Inactive employees entitled to but not yet receiving benefits 36

Active employees 336

Total 504
Contributions

Contributions are made monthly based on the covered payroll of employee members of the participating
member city. The contractually required contribution rate is determined annually for each city (currently
0.12% of covered payroll). The rate is based on the mortality and service experience of all employees
covered by the SDBF and the demographics specific to the workforce of the 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 funding policy of this plan is to assure that adequate resources are
available to meet all death benefit payments for the upcoming year; the intent is not to prefund retiree term
life insurance during employees’ entire careers. As such, contributions are utilized to fund active member
deaths on a pay-as-you-go basis; any excess contributions and investment income over payments then
become net position available for benefits.

Discount Rate

The TMRS SDBF program is treated as unfunded OPEB plan because the SDBF trust covers both active
employees and retirees and the assets are not segregated for these groups. Under GASB Statement No. 75,
the discount rate for an unfunded OPEB plan should be based on 20-year tax-exempt AA or higher
Municipal Bonds. Therefore, a discount rate of 3.31% based on the 20 Year Bond GO Index published by
bondbuyer.com is used as of the measurement date of December 31, 2017. At transition, GASB Statement
No.75 also requires that the total OPEB liability as of the prior fiscal year end be estimated based on the 20
Year Bond GO Index as of the prior fiscal year end. The actuary has estimated the total OPEB liability, as
of December 31, 2016, using a discount rate of 3.78%.
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Note 10 - Other Post-Employment Benefits (continued)

Actuarial Assumptions

The City’s total OPEB liability was measured at December 31, 2017 and was determined by an actuarial
valuation as of that date using the following actuarial assumptions:

Valuation Date:
Methods and Assumptions:
Inflation:

Salary Increases:
Discount rate:

Retirees’ share of benefit related costs:

Administrative expenses:

Mortality rates — service retirees:

Mortality rates — disabled retirees:

Other Information

December 31, 2017

2.50%

3.50% to 10.50%, including inflation

3.31%. The discount rate was based on the Fidelity Index’s “20-
Year Municipal GO AA Index” rate as of December 31, 2017.

$0

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

RP2000 Combined Mortality Table with Blue Collar

Adjustment with male rates multiplied by 109% and female rates
multiplied by 103% and projected on a fully generational basis
with scale BB.

RP2000 Combined Mortality Table with Blue Collar Adjustment
with male rates multiplied by 109% and female rates multiplied
by 103% with a 3 year set-forward for both males and females.
The rates are projected on a fully generational basis with scale BB
to account for future mortality improvements subject to the 3%
floor.

The actuarial assumptions used in the December 31, 2017 valuation were based on the results of an actuarial
experience study for the period December 31, 2010 to December 31, 2014.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 10 - Other Post-Employment Benefits (continued)
Changes in the Total OPEB Liability

Service cost $ 32,681
Interest 26,956
Changes of benefit terms -
Difference between expected

and actual experience of the total OPEB liability -

Changes of assumptions 69,029
Benefit payments (4,669)
Net change in total OPEB liability 123,997
Total OPEB liability - beginning 699,105
Total OPEB liability - ending $ 823,102
Covered payroll $ 23,343,646
Total OPEB liability as a percentage of covered payroll 3.53%
Sensitivity Analysis

The following presents the total OPEB liability of the employer, calculated using the discount rate of 3.31%,
as well as what the City’s total OPEB liability would be if it were calculated using a discount rate that is 1
percentage point lower (2.31%) or 1 percentage point higher (4.31%) than the current rate. Note that the
healthcare cost trend rate does not affect the total OPEB liability, so sensitivity to the healthcare cost trend
rate is not shown.

Current Discount

1% Decrease to Rate Assumption 1% Increase to
2.31% 3.31% 4.31%
$ 1,000,380 $ 823,102 $ 685,915

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

For the fifteen months ended September 30, 2018, the City recognized OPEB expense of $69,211.
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CITY OF MISSOURI CITY, TEXAS Exhibit A-10
NOTES TO FINANCIAL STATEMENTS (continued)

Note 10 - Other Post-Employment Benefits (continued)

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB Activity (continued)

As of September 30, 2018, the City reported deferred outflows of resources related to OPEB from the
following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Changes assumptions $ 59,455 $ -
Contributions subsequent to
the measurement date 4,791
Total $ 64,246 $ -

The $4,791 reported as deferr